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Texas Department of Housing and Community Affairs

PROGRAMMATIC IMPACT
Fiscal Year 2022 Reporting Period (9/1/2021 - 5/31/2022)

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

Programs:
= Single Family Homeownership

Expended Funds: $1,390,897,700
Total Households Served: 6,388

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

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

Expended CEAP Funds: $195,679,157
Total Households Served: 159,880

Multifamily New Construction

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

Expended Funds: $74,138,727

Total Households Served: 7,138

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

Programs:

= Emergency Solutions Grant Program (ESG)

* Homeless Housing and Services Program (HHSP)
Expended Funds: $29,655,152
Total Individuals Served: 31,040

Multifamily Rehab Construction
Affordable rental units financed and rehabilitated

Programs:
= 9% Housing Tax Credits (HTC)
= 4% Housing Tax Credits (HTC)
= Multifamily Bonds
Expended Funds: $128,934,074

Total Households Served: 4,061

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

Program:

= Community Services Block Grant Program (CSBG)
Expended Funds: $27,040,135
Total Individuals Served: 305,489

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

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

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

Expended Funds: $6,647,930

Total Households Served: 81

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

Expended Funds: $8,084,543
Total Households Served: 4,162

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

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

Expended Funds: $1,138,500
Total Households Served: 23

Total Expended Funds: $1,876,976,092
Total Households Served: 518,262

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

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

* Administered through the federally funded HOME Investment Partnerships Program

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




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
GOVERNING BOARD MEETING

AGENDA
10:00 AM
October 13, 2022

Capitol Extension, Hearing Room E2.030
1100 Congress Ave
Austin, Texas 78701

CALL TO ORDER
ROLL CALL Leo Vasquez, Chair
CERTIFICATION OF QUORUM

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

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

CONSENT AGENDA

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

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

EXECUTIVE
a) Presentation, discussion, and possible action on the Board meeting minutes summary Beau Eccles
Board
for September 1, 2022 Secretary
COMMUNITY AFFAIRS
b) Presentation, discussion, and possible action on the Section 8 Program 2023 Michael De Young

Streamlined Annual Public Housing Agency Plan for the Housing Choice Voucher

Director of Community

Affairs
Program.
ASSET MANAGEMENT
c) Presentation, discussion, and possible action regarding a Material Amendment to the Rosalio Banuelos

Housing Tax Credit Application for Avanti Legacy Valor Heights (HTC #20177)
RULES

Director of Asset
Management

d) Presentation, discussion, and possible action on an order proposing amendments to Michael De Young

10 TAC Chapter 6, Community Affairs Programs, Subchapter B Community Services
Block Grant, §6.201 Background and Definitions; §6.206 Strategic Plan, Community
Assessment, and Community Action Plan; §6.207 Subrecipient Requirements;
Subchapter C Comprehensive Energy Assistance Program, §6.304 Deobligation and
Reobligation of CEAP Funds; §6.307 Subrecipient Requirements for Customer
This will be an open, public meeting conducted under Tex. Gov’t Code, chapter 551, without COVID-19
emergency waivers. There will not be a remote online or telephone option for public participation. The

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

Director of Community

Affairs



e)

f)

g)

Eligibility Criteria, Provision of Services, and Establishing Priority for Eligible

Households; §6.308 Allowable Subrecipient Administrative and Program Services

Costs; §6.309 Types of Assistance and Benefit Levels; §6.310 Crisis Assistance
Component; §6.311 Utility Assistance Component; §6.312 Payments to
Subcontractors and Vendors; Subchapter D Weatherization Assistance Program,

§6.402 Purpose and Goals; §6.403 Definitions; §6.406 Subrecipient Requirements for
Establishing Household Eligibility and Priority Criteria; §6.407 Program Requirements;
§6.408 Department of Energy Weatherization Requirements; §6.414 Eligibility for
Multifamily Dwelling Units and Shelters; §6.416 Whole House Assessment; §6.417
Blower Door Standards; and directing that they be published for public comment in
the Texas Register

BOND FINANCE

Presentation, discussion, and possible action on Resolution No. 23-001 authorizing
request to the Texas Bond Review Board for annual waiver of Single Family Mortgage
Revenue Bond set-aside requirements; authorizing the execution of documents and
instruments relating thereto; making certain findings and determinations in
connection therewith; and containing other provisions relating to the subject
Presentation, discussion, and possible action on Resolution No. 23-002 approving
Assignment Agreement relating to Private Activity Bond Authority, and containing
other provisions relating to the subject

MULTIFAMILY FINANCE

Presentation, discussion, and possible action on multiple requests for return and
reallocation of tax credits under 10 TAC §11.6(5) related to Credit Returns Resulting
from Force Majeure Events for Applications awarded in the 2020 and 2021
competitive 9% tax credit rounds

Temple
El Paso

Lofts at Temple Medical District
Sun Pointe

20200
21130

CONSENT AGENDA REPORT ITEMS

a)

b)

c)

ITEM 2: THE BOARD ACCEPTS THE FOLLOWING REPORTS:
Media Analysis and Outreach Report, August 2022

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

Report on the Department’s Swap Portfolio and recent activities with respect thereto

ACTION ITEMS

Executive Session: the Chair may call an Executive Session at this point in the agenda
in accordance with the below-cited provisions?

ITEM 3: EXECUTIVE
Executive Director’s Report

ITEM 4: ACTION AGENDA REPORT ITEMS
Report on the status of Coppertree Village in Houston

Heather Hodnett
Manager of Single
Family Finance

Cody Campbell
Director of Multifamily
Programs

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

Leo Vasquez
Chair

Bobby Wilkinson
Executive Director, TDHCA

Wendy Quackenbush
Director of Multifamily
Compliance

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



a)

b)

a)

b)

b)

ITEM 5: COMMUNITY AFFAIRS

Presentation, discussion, and possible action authorizing staff to submit a Registration
of Interest, and subsequent Application if applicable, to the U. S. Department of
Housing and Urban Development to receive an allocation of Stability Vouchers funded
by the Consolidated Appropriations Act, 2021, and to take other actions as needed to
implement, if awarded, a Stability Voucher Program

Presentation, discussion, and possible action on a recommendation to the Governor
to select an Eligible Entity to administer the Community Services Block Grant Program
in Lubbock County (the service area previously served by City of Lubbock)
ITEM 6: RULES

Presentation, discussion, and possible action on adoption of amendments to 10 TAC
§10.601 Compliance Monitoring Objectives and Applicability; §10.602 Notice to
Owners and Corrective Action Periods; §10.604 Options for Review; §10.607
Reporting Requirements; §10.608 Record Keeping Requirements; §10.609 Notices to
the Department; §10.610 Written Policies and Procedures; §10.611 Determination,
Documentation and Certification of Annual Income; §10.612 Tenant File
Requirements; §10.613 Lease Requirements; §10.614 Utility Allowances; §10.615
Elections under IRC §42(g) and Additional Income and Rent Restrictions for HTC,
Exchange, and TCAP Developments; §10.616 Household Unit Transfer Requirements
for All Programs; §10.618 Onsite Monitoring; §10.619 Monitoring for Social Services;
§10.621 Property Condition Standards; §10.622 Special Rules Regarding Rents and
Rent Limits Violations; §10.623 Monitoring Procedures for Housing Tax Credit
Properties After the Compliance Period; §10.624 Compliance Requirements for
Developments with 811 PRA Units; and Figure §10.625; and directing that they be
published for adoption in the Texas Register

Presentation, discussion, and possible action on the proposed repeal of 10 TAC
Chapter 13, the Multifamily Direct Loan Rule, proposed new 10 TAC Chapter 13,
Multifamily Direct Loan Rule, and directing their publication for public comment in
the Texas Register

Presentation, discussion, and possible action on the proposed amendment to specific
sections of 10 TAC Chapter 10 Subchapter E, Post Award and Asset Management
Requirements, and directing its publication for public comment in the Texas Register
ITEM 7: ASSET MANAGEMENT

Presentation, discussion, and possible action regarding a Material Amendment to the
Housing Tax Credit Application for Houston 150 Bayou (HTC #21038)

ITEM 8: HOMEOWNER ASSISTANCE FUND
Presentation, discussion and possible action authorizing amendments to the Notice
of Funding Availability for HAF Subrecipient Activities, approving submittal of a Plan
Amendment to Treasury to shift funds among Subrecipient funding categories, and
approving a second round of contract awards to Subrecipients contingent on
Treasury approval
ITEM 9: SINGLE FAMILY & HOMELESS PROGRAMS
Presentation, discussion, and possible action on Program Year 2022 Emergency
Solutions Grants Program Awards

Presentation, discussion, and possible action to authorize the issuance of the 2023
HOME Investment Partnerships Program Single Family General Set-Aside Notice of
Funding Availability and publication of the NOFA in the Texas Register

Spencer Duran
Director Section 811
Program

Michael De Young
Director of Community
Affairs

Wendy Quackenbush
Director of Multifamily
Compliance

Cody Campbell
Director of Multifamily
Programs

Rosalio Banuelos
Director of Asset
Management

Rosalio Banuelos
Director of Asset
Management

Brooke Boston
Deputy Director
of Programs

Abigail Versyp
Director of Single Family
and Homeless Programs



c) Presentation, discussion, and possible action to authorize the issuance of the 2023
HOME Investment Partnerships Program Single Family Contract for Deed Set-Aside
Notice of Funding Availability and publication of the NOFA in the Texas Register

d) Presentation, discussion, and possible action to authorize the issuance of the 2023
HOME Investment Partnerships Program Single Family Persons with Disabilities Set-
Aside Notice of Funding Availability and publication of the NOFA in the Texas Register
ITEM 10: MULTIFAMILY BOND FINANCE

a) Presentation, discussion, and possible action on Inducement Resolution No. 23-003 for Teresa Morales

Multifamily Housing Revenue Bonds regarding authorization for filing applications for
private activity bond authority

b) Presentation, discussion, and possible action regarding the Issuance of Multifamily
Housing Revenue Bonds (Palladium Oak Grove) Series 2022 Resolution No. 23-004, and
a Determination Notice of Housing Tax Credits.
ITEM 11: MULTIFAMILY FINANCE

Director of

Multifamily Bond

Presentation, discussion, and possible action regarding awards from the Multifamily Cody Campbell

Direct Loan (MFDL) 2022-1 Notice of Funding Availability (NOFA)

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

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

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

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

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

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

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

ADJOURN

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

Director of Multifamily

Programs


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

Individuals who require auxiliary aids, services or sign language interpreters for this meeting should
contact Nancy Dennis, at 512-475-3959 or Relay Texas at 1-800-735-2989, at least five days before the
meeting so that appropriate arrangements can be made. Non-English speaking individuals who require
interpreters for this meeting should contact Danielle Leath, 512-475-4606, at least five days before the
meeting so that appropriate arrangements can be made.

Personas que hablan espaiol y requieren un intérprete, favor de llamar a Danielle Leath, al siguiente
nlimero 512-475-4606 por lo menos cinco dias antes de la junta para hacer los preparativos apropiados.
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BOARD ACTION REQUEST
BOARD SECRETARY
OCTOBER 13, 2022

Presentation, discussion, and possible action on the Board meeting minutes summary for
September 1, 2022

RECOMMENDED ACTION

Approve the Board meeting minutes summary for September 1, 2022

RESOLVED, that the Board meeting minutes summary for September 1, 2022, is
hereby approved as presented.




Texas Department of Housing and Community Affairs Governing Board
Board Meeting Minutes Summary
September 1, 2022

On Thursday, the first day of September 2022, at 10:07 a.m., the regular meeting of the
Governing Board (Board) of the Texas Department of Housing and Community Affairs (TDHCA
or the Department) was held in Capitol Extension Hearing Room E2.030 of the Texas Capitol,
1100 Congress Avenue, Austin, Texas.

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

e Leo Vasquez, lll, Chair

e Kenny Marchant, Vice Chair
e Anna Maria Farias

e Ajay Thomas

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

1) The Board unanimously approved a resolution recognizing October 2022 as Energy
Awareness Month in Texas.

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

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

4) Action Item 3(b) — Presentation, Discussion and Possible Approval on the Use of Emergency
Rental Assistance Funds — was presented by Brooke Boston, TDHCA Deputy Executive Director.
The Board unanimously adopted staff recommendation to grant the Executive Director and his
designees the authority to effectuate the use of ERA-2 funds as fully described in the Board
action item.

5) Action Item 4 — Report on the meeting of the Internal Audit and Finance Committee — was
presented by Ajay Thomas, Chair of the TDHCA Audit and Finance Committee. The Board heard
and accepted the report by unanimous vote.

6) Action Item 5 — Presentation, discussion, and possible action regarding a Material
Amendment to the Housing Tax Credit Applications for #21413 Summit at Renaissance Park,
Houston; and #02073/#20447 Franklin Park, Austin — was presented by Rosalio Banuelos,
TDHCA Director of Asset Management, with additional information from Mr. Wilkinson. The
Board unanimously adopted staff recommendation to approve the requested material



amendments to the aforementioned applications, as amended by staff in its presentation, and
as fully described in the Board action item.

7) Action Item 6 — Presentation, discussion, and possible action on an order proposing the
repeal of 10 TAC Chapter 12, concerning the Multifamily Housing Revenue Bond Rules, and an
order proposing new 10 TAC Chapter 12 concerning the Multifamily Housing Revenue Bond
Rules, and directing their publication for public comment in the Texas Register — was presented
by Teresa Morales, TDHCA Director of Multifamily Bonds. The Board unanimously approved
staff recommendation to adopt the proposed repeal and proposed new 10 TAC Chapter 12
rules for publication in the Texas Register for public comment as presented and conditioned in
the Board action item.

8) Elizabeth Yevich, TDHCA Director of the Housing Resource Center, presented Action Item 7 —
Presentation, discussion, and possible action on the 2023 Regional Allocation Formula
Methodology. The Board unanimously approved, per staff recommendation, the 2023 Regional
Allocation Formula methodology as presented in the Board action item.

9) Action Item 8(a) — Presentation, discussion, and possible action on the proposed repeal of 10
TAC Chapter 11 concerning the Housing Tax Credit Program Qualified Allocation Plan, proposed
new 10 TAC Chapter 11 concerning the Housing Tax Credit Program Qualified Allocation Plan,
and directing their publication for public comment in the Texas Register — was presented by
Cody Campbell, TDHCA Director of Multifamily Programs, with additional information from Mr.
Wilkinson, Mr. Eccles, and Jeanna Adams, TDHCA Director of Real Estate Analysis. Following
public comment (listed below), the Board unanimously adopted staff recommendation to
approve the proposed repeal and proposed new 10 TAC Chapter 11 for publication in the Texas
Register for public comment as presented and conditioned in the Board action item.

e Quinn Gormley, representing the Housing Trust Group and the Texas Affiliation of
Affordable Housing Providers, provided comments on the item

e Ben Martin, Texas Housers, provided comments on the item

e Alan Naul, Javelin Group, provided comments on the item

e Robbye Meyer, Rural Rental Housing Association of Texas, provided comments on the
item

e Justin Meyer, Arx Advantage, provided comments on the item

e Dennis Hoover, Rural Rental Housing Association of Texas, provided comments on the
item

e Seth Sullivan, Rural Rental Housing Association of Texas, provided comments on the
item

e Sarah Anderson, S. Anderson Consulting, provided comments on the item

e Dillon Shipper, representing Bonner Carrington and Sycamore Strategies, provided
comments on the item

e Tracey Fine, National Church Residences, provided comments on the item

e Katherine Shaw, Brownstone Group, provided comments on the item



e Donna Rickenbacker, Marquis Development and DWR, provided comments on the item
e Mark Gilbert, DMA Development, provided comments on the item

10) Action Item 8(b) — Presentation, discussion, and possible action regarding awards from the
Multifamily Direct Loan (MFDL) 2022-1 Notice of Funding Availability (NOFA) — was presented
by Mr. Campbell. Per staff recommendation, the Board unanimously approved 2022-1 NOFA
applications number #22505 Westheimer Garden Villas and #22410 Uvalde Villas, subject to the
conditions expressed in the Board action item.

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

There being no further business to come before the Board, the meeting adjourned at 12:10
p.m. The next meeting is set for Thursday, October 13, 2022.

Secretary

Approved:

Chair
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action regarding a Material Amendment to the Housing
Tax Credit Application for Avanti Legacy Valor Heights (HTC #20177)

RECOMMENDED ACTION

WHEREAS, Avanti Legacy Valor Heights (the Development) received an award of
9% Housing Tax Credits (HTCs) in 2020 for the new construction of 93 units for the
elderly population in McAllen, Hidalgo County;

WHEREAS, Avanti Legacy Valor Heights, LP (the Development Owner or Owner)
requests approval for a reduction to the acreage from 3.93 to 3.484 acres, which
results in a 12.8% increase in density, from 23.66 units per acre to 26.69 units per
acre, compared to the density represented at Application;

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

WHEREAS, the amendment request also indicates an expansion of clubhouse from
1,900 square feet to 2,925 square feet, which is considered a Notification Item
under 10 TAC §10.405(a)(2)(C); and

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

NOW, therefore, it is hereby

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

Avanti Legacy Valor Heights received an award of 9% Housing Tax Credits in 2020 for the new
construction of 93 units for the elderly population in McAllen, Hidalgo County. Construction of
the Development is nearing completion, but the Development Owner has now submitted a
request for approval for changes to the Development.

The site area represented at application was 3.93 acres, which made for a Development density
of 23.66 units per acre. In a letter dated August 30, 2022, Enrique Flores, representative for the
Owner, reported that the original survey under-estimated the right-of-way dedication along the
west boundary, and that a revised and corrected survey correcting the west boundary has
resulted in a final site area of 3.484 acres, increasing density by 12.8% to 26.69 units per acre.
The Owner reports that the difference was due to the surveyor mistakenly placing the right-of-
way short of its actual boundary. This change in density represents a material amendment under
Tex. Gov't Code §2306.6712(d)(6) and 10 TAC §10.405(a)(4)(F) and requires Board approval.

The amendment request letter from the Owner also states that the clubhouse has been increased
in size, from 1,900 square feet to 2,925 square feet. This change is considered a Notification Item
under 10 TAC §10.405(a)(2)(C). The offered reason for this change to the clubhouse is that at
application the Owner based their plans on their typical building product, but after award, they
further customized the Development to the site.

The Owner represents that the reduction of site area along the west boundary and the clubhouse
size increase did not negatively impact the design of the site or the number of units or buildings.
The table below shows a comparison between the original and revised density. It is followed by
graphical depictions of the site and of the clubhouse.

Material Alterations as defined in Tex. Gov’t Code §2306.6712(d)(6) and 10 TAC §10.405(a)(4)(F)

Application Amendment
App / UWR Density Amended Density
Units Per Acre Units Per Acre
Site Acres # of Units (Density) Site Acres  # of Units (Density)
3.93 93 23.66 3.484 03 26.69

Page 2 of 4




Material Alterations as defined in Tex. Gov’t Code §2306.6712(d)(6) and 10 TAC §10.405(a)(4)(F)
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Clubhouse Size as Amended — 2,925 square feet

These changes do not alter the Development in a negative manner, and were not reasonably
foreseeable by the Owner or preventable by the Owner at the time of Application. The Owner
states that there was no net financial impact on the Development as a result of the proposed
changes, and that the Development will continue to meet accessibility requirements.

Staff has determined that these changes do not affect the scoring of the Application. The final
recommended HTC amount will be determined upon finalization of the cost certification process.
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Staff recommends approval of the amendment request as presented herein.
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August 30, 2022

Texas Department of Housing and Community Affairs
Jonathan Chilson

221 East 11" Street

Austin, Texas 78701

RE: Avanti Legacy Valor Heights — Material Application Amendment for TDHCA #20177
Dear Mr. Chilson,

In accordance with the Post Award and Asset Management Requirements, please accept this
letter as our formal request to (1) amend the clubhouse layout and (2) materially amend the
residential density for Avanti Legacy Valor Heights (TDHCA #20177).

Included in the application was a clubhouse floorplan from previous projects (Exhibit A). Once it
became apparent the development would receive an award of credits, a more efficient and resident-
friendly layout was designed to better serve the residents of Avanti Legacy Valor Heights. We
moved the public restrooms into the adjoining breezeway and were better able to utilize the space
creating a larger multi-use lounge that includes a warming kitchen, media lounge, sitting areas,
and enclosed business center. The revised clubhouse layout is attached as Exhibit B.
By redesigning the space more efficiently, we were able to increase the size of the clubhouse by
1,025 square feet, giving our residents more space to enjoy.

During the initial application, a surveyor was engaged and completed the ALTA survey
incorrectly indicating 3.930 acres. This analysis defined the boundaries of the site and was used
to create the initial site plan included in the tax credit application. See Exhibit C for the initial
survey. Once it became apparent the development would receive an award of credits, additional
due diligence was performed, and an updated survey and plat were requested.

Unfortunately, after reviewing the development site, the surveyor realized he had mistakenly
placed the 150’ canal and road right-of-way short of its actual boundary. The updated survey
provides the correct placement of the right-of-way and pushes the eastern boundary of the
development site to account for that misplaced right-of-way, thereby reducing the site acreage to
3.484 acres. With no other change to the site plan and a total number of 93 residential units,
the residential density of the site changed from 23.66 units per acre to 26.69 units per acre, an
increase of 12.8%. See Exhibit D for the updated plat highlighting the actual boundaries of the
150’ canal and road right-of-way.

The right-of-way dedication was not reasonably foreseeable at the time of application based on
the information provided to us by our surveyor. Using the information on hand with the initial
survey, we believed all 3.930 acres were developable property owned by the Seller. It wasn’t
until we

Avanti Legacy Valor Heights, LP
8500 Shoal Creek Blvd, Bldg. 4, Ste. 208, Austin, TX 78757
Phone — (512) 982-1342 | Fax — (512) 200-2860
hflores@madhousedevelopment.net
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received the updated survey and plat that we discovered the undevelopable right-of-way. After
reviewing the survey with the City of McAllen, the city confirmed it was necessary to maintain
that right-of-way.

Ultimately, the change in clubhouse layout and the reduction of land did not negatively impact
the design of the site or the number of units or buildings, did not financially impact the
development, would not have adversely affected the selection of the Application in the 2020
award cycle, and has no adverse implications on future tenants. In fact, we created more common
space for residents to enjoy and the additional right-of-way is used by the City of McAllen as a
hike and bike trail, providing an additional amenity to our residents.

After your review of this amendment request, should you have any questions or require
additional information, please do not hesitate to contact us at your convenience.

Sincerely,
Enrique Flores
Authorized Signatory of Avanti Legacy Valor Heights, LP
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SQUARE FOOTAGE CALCULATIONS:
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RE. SHEETS A=0C-A302 FOR ELEVATIONS

RE. CIVIL DWGS. FOR UTILITY TIE-INS
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903.3.1.2.1
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hfield design associates, Inc.

dsmith@nda-austin.com

1524 S. IH-35, STE. 310l  AUSTIN, TX 78704
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action on an order proposing amendments to 10 TAC
Chapter 6, Community Affairs Programs, Subchapter B Community Services Block Grant, §6.201
Background and Definitions; §6.206 Strategic Plan, Community Assessment, and Community
Action Plan; §6.207 Subrecipient Requirements; Subchapter C Comprehensive Energy Assistance
Program, §6.304 Deobligation and Reobligation of CEAP Funds; §6.307 Subrecipient
Requirements for Customer Eligibility Criteria, Provision of Services, and Establishing Priority for
Eligible Households; §6.308 Allowable Subrecipient Administrative and Program Services Costs;
§6.309 Types of Assistance and Benefit Levels; §6.310 Crisis Assistance Component; §6.311 Utility
Assistance Component; §6.312 Payments to Subcontractors and Vendors; Subchapter D
Weatherization Assistance Program, §6.402 Purpose and Goals; §6.403 Definitions; §6.406
Subrecipient Requirements for Establishing Household Eligibility and Priority Criteria; §6.407
Program Requirements; §6.408 Department of Energy Weatherization Requirements; §6.414
Eligibility for Multifamily Dwelling Units and Shelters; §6.416 Whole House Assessment; §6.417
Blower Door Standards; and directing that they be published for public comment in the Texas
Register

RECOMMENDED ACTION

WHEREAS, the Department has identified the need to revise specific sections of
10 TAC Chapter 6 to make the Supplemental Nutrition Assistance Program (SNAP)
and Temporary Assistance for Needy Families (TANF) categorically eligible for the
Low Income Home Energy Assistance Program (LIHEAP), align the Community
Services Block Grant (CSBG) and Weatherization Assistance Program (WAP) with
current requirements, improve clarity, and to correct identified areas of concern;

WHEREAS, such revision is being proposed through amendments to the current
rules; and

WHEREAS, upon authorization of this item, the proposed rule actions will be
published in the Texas Register for public comment from October 28, 2022,
through November 18, 2022, and subsequently returned to the Board for final
adoption;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them
hereby are authorized, empowered, and directed, for and on behalf of the
Department, to cause the proposed actions herein in the form presented to this
meeting, to be published in the Texas Register for public comment, and in
connection therewith, make such non-substantive technical corrections as they

Page 1 of 25




may deem necessary to effectuate the foregoing including any requested revisions
to the preamble.

BACKGROUND

Staff is recommending proposed revisions to certain sections of 10 TAC Chapter 6 to make SNAP
and TANF categorically eligible for LIHEAP, align CSBG and WAP with current requirements,
improve clarity, and correct identified areas of concern. Making SNAP and TANF categorically
eligible for LIHEAP will increase the number of eligible applicants and streamline the intake and
application process. The proposed changes to CSBG and WAP will update the TAC to align with
federal requirements. It is also staff’s goal that readers of the revised rules will find them easier
to follow and understand.

Staff is making many of the changes, including the addition of SNAP and TANF as categorically
eligible for LIHEAP, in response to feedback and requests from the network of Community Affairs
subrecipients.

The proposed amendments are reflected as blackline revisions to the current rules and will be
submitted to the Texas Register as proposed amendments to the current rules. Staff will, upon
action by the Board, publish the proposed amendments in the Texas Register for public comment
from October 28, 2022, through November 18, 2022. Staff will return to the Board for final
adoption of the rules.
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Attachment 1: Preamble, including required analysis, for proposed amendments to 10 TAC
Chapter 6, Community Affairs Programs, Subchapter B Community Services Block Grant, §6.201
Background and Definitions; §6.206 Strategic Plan, Community Assessment, and Community
Action Plan; §6.207 Subrecipient Requirements; Subchapter C Comprehensive Energy
Assistance Program, §6.304 Deobligation and Reobligation of CEAP Funds; §6.307 Subrecipient
Requirements for Customer Eligibility Criteria, Provision of Services, and Establishing Priority
for Eligible Households; §6.308 Allowable Subrecipient Administrative and Program Services
Costs; §6.309 Types of Assistance and Benefit Levels; §6.310 Crisis Assistance Component;
§6.311 Utility Assistance Component; §6.312 Payments to Subcontractors and Vendors;
Subchapter D Weatherization Assistance Program, §6.402 Purpose and Goals; §6.403
Definitions; §6.406 Subrecipient Requirements for Establishing Household Eligibility and
Priority Criteria; §6.407 Program Requirements; §6.408 Department of Energy Weatherization
Requirements; §6.414 Eligibility for Multifamily Dwelling Units and Shelters; §6.416 Whole
House Assessment; and §6.417 Blower Door Standards.

The Texas Department of Housing and Community Affairs (the Department) proposes
amendments to Chapter 6, Community Affairs Programs, Subchapter B Community Services Block
Grant, §6.201 Background and Definitions; §6.206 Strategic Plan, Community Assessment, and
Community Action Plan; §6.207 Subrecipient Requirements; Subchapter C Comprehensive
Energy Assistance Program, §6.304 Deobligation and Reobligation of CEAP Funds; §6.307
Subrecipient Requirements for Customer Eligibility Criteria, Provision of Services, and
Establishing Priority for Eligible Households; §6.308 Allowable Subrecipient Administrative and
Program Services Costs; §6.309 Types of Assistance and Benefit Levels; §6.310 Crisis Assistance
Component; §6.311 Utility Assistance Component; §6.312 Payments to Subcontractors and
Vendors; Subchapter D Weatherization Assistance Program, §6.402 Purpose and Goals; §6.403
Definitions; §6.406 Subrecipient Requirements for Establishing Household Eligibility and Priority
Criteria; §6.407 Program Requirements; §6.408 Department of Energy Weatherization
Requirements; §6.414 Eligibility for Multifamily Dwelling Units and Shelters; §6.416 Whole House
Assessment; and §6.417 Blower Door Standards. The purpose of the proposed amended sections
is to make SNAP and TANF categorically eligible for LIHEAP, align CSBG and WAP with current
requirements, improve clarity, and correct identified areas of concern.

Tex. Gov't Code §2001.0045(b) does not apply to the rules proposed for action because it is
exempt under §2001.0045(c)(4), which exempts rule changes necessary to receive a source of

federal funds or to comply with federal law.

The Department has analyzed this proposed rulemaking and the analysis is described below for
each category of analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the
proposed amended sections would be in effect:
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1. The amended sections do not create or eliminate a government program, but relates to
the changes to existing regulations regarding the administration of Community Affairs
programs.

2. The amended sections do not require a change in work that would require the creation of
new employee positions, nor are the changes significant enough to reduce workload to a
degree that any existing employee positions are eliminated.

3. The amended sections do not require additional future legislative appropriations.

4. The amended sections will not result in an increase in fees paid to the Department, nor in
a decrease in fees paid to the Department.

5. The amended sections will not create a new regulation.
6. The amended sections will not expand, limit, or repeal an existing regulation.

7. The amended sections will not increase or decrease the number of individuals subject to
the rule’s applicability.

8. The amended sections will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES
AND REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002. The Department has
evaluated the proposed amended sections and determined that the proposed action will not
create an economic effect on small or micro-businesses or rural communities.

1. The Department has evaluated the rules and determined that none of the adverse effect
strategies outlined in Tex. Gov’'t Code §2006.002(b) are applicable.

2. The Department has determined that because the rules apply only to existing
Subrecipients, there will be no economic effect on small or micro-businesses or rural
communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The proposed
amended sections do not contemplate or authorize a taking by the Department; therefore, no
Takings Impact Assessment is required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV'T CODE §2001.024(a)(6).
The Department has evaluated the amended sections as to their possible effects on local
economies and has determined that for the first five years the proposed amended sections will
be in effect there would be no economic effect on local employment because the rules relate
only to regulations which have already been in effect for existing Subrecipients; therefore, no
local employment impact statement is required to be prepared for the rules.
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Tex. Gov't Code §2001.022(a) states that this “impact statement must describe in detail the
probable effect of the rule on employment in each geographic region affected by this rule...”
Considering that the rules pertain to all Subrecipients throughout the state, regardless of
location, there are no “probable” effects of the amended rules on particular geographic regions.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson
has also determined that, for each year of the first five years the proposed amended sections are
in effect, the public benefit anticipated as a result of the amended sections would be an updated,
more streamlined, and clearer version of the rules governing Community Affairs programs. There
will not be economic costs to individuals required to comply with the amended sections.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has
determined that for each year of the first five years the amended sections are in effect, enforcing
or administering the amendments do not have any foreseeable implications related to costs or
revenues of the state or local governments.

g. REQUEST FOR PUBLIC COMMENT. The public comment period will be held October 28, 2022,
to November 18, 2022, to receive input on the proposed amended sections. Written comments
may be mailed to the Texas Department of Housing and Community Affairs, Gavin Reid, P.O. Box
13941, Austin, Texas 78711-3941, or by email to gavin.reid@tdhca.state.tx.us. ALL COMMENTS
MUST BE RECEIVED BY 5:00 p.m., Austin local time, November 18, 2022.

STATUTORY AUTHORITY. The proposed amended sections are made pursuant to Tex. Gov’t Code,
§2306.053, which authorizes the Department to adopt rules. Except as described herein the
proposed amended sections affect no other code, article, or statute.

Amended Sections:

10 TAC Chapter 6 Community Affairs Programs.

Subchapter B., Community Services Block Grant.

§6.201. Background and Definitions.

§6.206. Strategic Plan, Community Assessment, and Community Action Plan.

§6.207. Subrecipient Requirements.

Subchapter C. Comprehensive Energy Assistance Program.

§6.304. Deobligation and Reobligation of CEAP Funds.

§6.307. Subrecipient Requirements for Customer Eligibility Criteria, Provision of Services, and
Establishing Priority for Eligible Households.

§6.308. Allowable Subrecipient Administrative and Program Services Costs.

§6.309. Types of Assistance and Benefit Levels.

§6.310. Crisis Assistance Component.

§6.311. Utility Assistance Component.

§6.312. Payments to Subcontractors and Vendors.

Subchapter D. Weatherization Assistance Program.

§6.402. Purpose and Goals.

§6.403. Definitions.

§6.406. Subrecipient Requirements for Establishing Household Eligibility and Priority Criteria.
§6.407. Program Requirements.

Page 5 of 25



§6.408. Department of Energy Weatherization Requirements.
§6.414. Eligibility for Multifamily Dwelling Units and Shelters.
§6.416. Whole House Assessment.

§6.417. Blower Door Standards.
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10 TAC Chapter 6 Community Affairs Programs.

TITLE 10 COMMUNITY DEVELOPMENT
PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 6 COMMUNITY AFFAIRS PROGRAMS

SUBCHAPTER B COMMUNITY SERVICES BLOCK GRANT
§6.201 Background and Definitions

(a) In addition to this subchapter, except where noted, the rules established in Subchapter A of this
chapter (relating to General Provisions) and Chapters 1 and 2 (relating to Administration and
Enforcement, respectively) of this title apply to the CSBG Program. 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. Although Eligible Entities receive an allocation of CSBG
funds, the CSBG program is not an entitlement program for eligible customers.

(b) The Texas Legislature designates the Department as the lead agency for the administration of the
CSBG program pursuant to Tex. Gov't Code, §2306.092. CSBG funds are made available to Eligible
Entities to carry out the purposes of the CSBG program.

(c) Except as otherwise noted herein all references in this subchapter to an Eligible Entity's board
means both the governing board of the Private Nonprofit or the advisory board of the Public
Organization.

(d) Definitions.
(1) Community Action Plan (CAP)--A plan required by the CSBG Act which describes the local
Eligible Entity 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.

(2) Community Assessment--An assessment of community needs performed by the Eligible Entity
for the areas to be served with CSBG funds.

(32) 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. §§9901, et seq.
The CSBG Act 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.

(43) Direct Customer Support--includes salaries and fringe benefits of case management staff as well
as direct benefits provided to customers.

(54) National Performance Indicator (NPI)--A federally defined measure of performance within the
Department's Contract System for measuring performance and results of Subrecipients of funds and
Eligible Entities.

;;;;;

(6) Quality Improvement Plan (QIP)--A plan developed by a CSBG Eligible Entity to correct
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Deficiencies identified by the Department as further described in §2.203 and §2.204 of this title
(Termination and Reduction of Funding for CSBG Eligible Entities and Contents of a Quality
Improvement Plan, respectively).

(7) Results Oriented Management and Accountability (ROMA)--ROMA provides a framework for
continuous growth and improvement among Eligible Entities. ROMA implementation is a federal
requirement for receiving federal CSBG funds, outlined in HHS IM 152.

(8) Strategic Plan--A planning document which takes into consideration the needs of the targeted
community and identifies an organization's vision and mission; its strengths, weaknesses,
opportunities, and threats; external and internal factors impacting the organization; and utilizes this
information to set goals, objectives, strategies, and measure to meet over an identified period of
tme.

(9) Transitioned Out of Poverty (TOP)--A Household who was CSBG eligible and as a result of the
delivery of CSBG-supported case management services attains an annual income in excess of 125%
of the poverty guidelines for 90 calendar days.

(e) Use of certain terminology. In these rules and in the Department's administration of its
programs, including the CSBG program, certain terminology is used that may not always align
completely with the terminology employed in the CSBG Act. The term "monitoring" is used
interchangeably with the CSBG Act term "review" as used in 42 U.S.C. §9915 of the CSBG Act.
Similarly, the terms "findings," "concerns," and "violations" are used interchangeably with the term
"deficiencies as used in 42 U.S.C. §9915 of the CSBG Act although, in a given context, they may be
assigned more specific, different, or more nuanced meanings, as appropriate.

§6.206 Strategic Plan, Community Assessment, and Community Action Plan

(a) In accordance with CSBG Organizational Standards, every five years each Eligible Entity shall
complete a Strategic Plan using the full Results Oriented Management and Accountability (ROMA)
cycle or a comparable system. The Strategic Plan shall, at a minimum, meet the requirements of
CSBG Organizational Standards (specifically Organizational Standards 4.3, 6.1 - 6.5, and 9.3) and
any other requirements established by the Department as a result of federal law, regulation or
guidance, or state law. The Strategic Plan must comply with Department requirements and be
submitted on or before a date specified by the Department.

(b) In accordance with CSBG Organizational Standards, every three years each Eligible Entity shall
complete a Community Assessment (may also be called "Community Needs Assessment” or CNA),
using the full ROMA cycle or a comparable system. apen-which-tThe annual Community Action
Plan (CAP) will be based on the most recent approved Community Assessment. The Community
Assessment shall, at minimum, meet the requirements of CSBG Organizational Standards
(specifically Organizational Standards 1.2, 2.2, 3.1-3.5, and 4.3). The Community Assessment must
comply with Department requirements and be submitted on or before a date specified by the
Department. The Community Assessment will require, among other items specified in the
Department’s Community Assessment Guidethines, that the top five needs of the Service Area that
can be addressed, are identified.

(c) In accordance with CSBG Organizational Standards, each Eligible Entity must submit a
CAP on an annual basis using the full ROMA cycle or a comparable system. The CAP shall, at

minimum, meet the requirements of CSBG Organizational Standards (specifically Oroanizational

Standards 4.2, 4.3, 4.4, and 9.3). The CAP must comply with Department requiremenfs and be
submitted on or before a date specified by the Department, for approval prior to execution of a
Contract.
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(d) If circumstances warrant amendments to the Community Assessment or the CAP, acach
SubreeiptentLiligible Iintity must provide a written request to the Department identifying the
specific requested change(s) to the document with a justification for each change. The Department

will approve or deny amendment requests in writing.

(e) Hearing. In conjunction with the submission of the CAP, the Eligible Entity must annually
submit to the Department a certification from its board that a public hearing was posted, and
conducted on the proposed needs or uses of block grant fundsuse-ef for theat upcoming yeat's
funds.

(f) The Strategic Plan and; Community Assessment require Department review for whether
Organizational Standards are met and whether the Eligible Entity provided a notification of
acceptance sand The CAP and annual Budget require Department approval; those that do not meet
the Department's requirements as articulated in these rules, in federal guidance, in cach Hligible

Lintity’sSubreeipient's Contract, and in Department guidance will be required to be revised until they
meet the Department's satisfaction.

(g) Consistent with CSBG Organizational Standards relating to Data Analysis and Performance, the
Eligible Entity must present to its governing board for review or action, at least every 12 months, an
analysis of the agency's outcomes and any operational or strategic program adjustments and
improvements identified as necessary; and the organization must submit its annual CSBG
Information Survey data report which reflects customer demographics and organization-wide
outcomes.

(h) Services to Poverty Population. An Eligible Entity administering services to customers in one or
more counties in its CSBG Service Area 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, cither directly or through partnerships, 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
Deficiency. An Eligible Entity administering services to customers in one or more counties shall
demonstrate marketing and outreach efforts to make available direct services to a reasonable
percentage of the county's eligible population based on the most recent census or American
Community Survey data, as directed by the Department. Services should also be distributed based
on the proportionate representation of the poverty population within a county. Other CSBG-funded
organizations shall ensure that services are rendered in accordance with requirements of the CSBG
Contract.

§6.207 Subsecipient Eligible Entity Requitements

(a) An Eligible Entity shall submit information regarding the planned use of funds as part of the
CAP as described in §6.206 of this subchapter (relating to Strategic Plan, Community Assessment,
and Community Action Plan).

(b) HHS issues terms and conditions for receipt of funds under the CSBG. SubreeiptentLiligible
Entities w#tmust comply with the requirements of the terms and conditions of the CSBG award.
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(c) CSBG Eligible Entities, and other CSBG organizations where applicable, are required to
coordinate CSBG funds and form partnerships and other linkages with other public and private
resources and coordinate and establish linkages between governmental and other social service
programs to assure the effective delivery of services and avoid duplication of services.

(d) CSBG Eligible Entities will provide, on an emergency basis, the provision of supplies and
services, nutritious foods, and related services as may be necessary to counteract the conditions of
starvation and malnutrition among low-income individuals. The nutritional needs may be met
through a referral source that has immediate resources available to meet the immediateneeds.

(e) CSBG Eligible Entities and other CSBG organizations are required to coordinate for the
provision of employment and training activities through local workforce investment systems under
the Workforce Innovation and Opportunity Act, as applicable.

(f) CSBG Eligible Entities are required to inform custodial parents in single-parent families that
participate in programs, activities, or services about the resources available through the Texas
Attorney General's Office with respect to the collection of child support payments and refer eligible
parents to the Texas Attorney General's Office of Child Support Services Division.

() Documentation of Services. Subteetptent-Liligible Fintities must maintain a record of referrals and
services provided.

(h) Intake Form. To fulfill the requirements of 42 U.S.C. {9917, €5BG-Subrecipientliligible Fintities
must complete and maintain an intake form that screens for income, assesses customer needs, and
captures the demographic and household characteristic data required for the Monthly Performance
and Expenditure Report, referenced in Subchapter A of th1s chaptet (relatmg to General Provisions)
for all Households receiving a community action service. atsHligible Entities must
complete and maintain a manual or electronic intake form for all customers at least every twelve
months.

b

(i) Case Management.

(1) An Eligible Entity is required to provide integrated case management services. Stbreeipient
Bligible Fintities areis required to identify and set goals for Households they serve through the case
management process. SubtreeipientlLilioible Fintities areis required to evaluate and assess the effect its
case management system has on the short-term (less than three months) and long-term (greater than
three months) impact on customers, such as enabling the customer to move from poverty to self-
sufficiency, to maintain stability. CSBG funds may be used for short term case management to meet
immediate needs. In addition, CSBG funds may be used to provide long-term case management to
persons working to transition out of poverty and achieve self-sufficiency.

(2) An Eligible Entity must have and maintain documentation of case management services
provided.

(3) An Eligible Entity is assigned a minimum TOP goal by the Department. Eligible Entities must
provide ongoing case management services for these TOP Households. The case management
services must include the components described in subparagraphs (A) - (L) of this paragraph.
Bligible FintitiesSubreeiptents must also provide case management clients with a Customer
Satisfaction Survey, described in subparagraph (M) of this paragraph, for the client to complete
anonymously. At least annually, Subreeiptents-Lligible Fintities must evaluate the effectiveness of
their case management services, as described in subparagraph (N) of this paragraph. The forms or
systems utilized for each component may be manual or electronic forms provided by the
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Department or manual or electronic forms created by the Eligible Entity that at minimum contain
the same information as the Department-issued form:

(A) Self-Sufficiency Customer Questionnaire to assess a customet's status in the areas of
employment, job skills, education, income, housing, food, utilities, Child care, Child and family
development, transportation, healthcare, and health insurance;

(B) Self-Sufficiency Outcomes Matrix to assess the customet's status in the self-sufficiency domains

cotad 1o ol pen o] AN of tlhic npenoenanl.

noted-in-subparagraph-(A)r-of thisparagraph;

(C) Case Management Screening Questions to assess the customer's willingness to participate in case
management services on an ongoing basis;

(D) For customers who are willing to engage in long term case management services, a Case
Management Agreement between the SubreciptentLligible Eintity and customer;

(E) Release of Information Form;

(F) Case Management Service Plan to document planned goals agreed upon by the case manager and
customer along with steps and timeline to achieve goals;

(G) Case management follow-up, which provides a system to document customer progress at
completing steps and achieving goals. Case management follow-up should occur, at a minimum,
every 30 days, either through a meeting, phone call or email. In person meetings should occur, at a
minimum, once a quarter;

(H) A record of referral resources and documentation of the results;

() A system to document services received and to collect and report NPI data;

(J) A system to document Cease Management Celosure form to document persons that have exited
case management;

(K) TOP Income Tracker formA-systers to document income for persons that have maintained an
income level above 125% of the Federal Poverty Income Guidelines for 90 days;

(L) A system to document and notify customers of termination of case management services;

(M) Customer Satisfaction Survey; and

(N) On an annual basis, an Eligible Entity should determine the effectiveness of its case
management services and identify strategies for improvement, including identification of reasons for
customer terminations and strategies to limit their occurrence.

(j) Effective January 1, 2016, Eligible Entities shall meet the CSBG Organizational Standards as
issued by HHS IM 138 (as revised), except that where the word bylaws is used the Department has
modified the standards to read Certificate of Formation/Articles of Incorporation and bylaws; also,
Eligible Entities must follow the requirements in EGMS-6+TxGMS (as applicable) including the
State of Texas Single Audit Circular. Failure to meet the CSBG Organizational Standards as
described in this subsection may result in HHS IM 116 proceedings as described in Chapter 2 of this
title (relating to Enforcement).

SUBCHAPTER C COMPREHENSIVE ENERGY ASSISTANCE PROGRAM
§6.304 Deobligation and Reobligation of CEAP Funds

(a) A written "Notification of Possible Deobligation" will be sent to the Executive Director and the
Board of Directors or other governing body of the Subrecipient by the Department in a timely
manner when the Department identifies that a criterion listed in subsection (b) or (c) of this section
is at risk of not being met.

(b) The Department may Deobligate funds from all budget categories from Subrecipients whose

combined Direct Services Expenditures and Customer Obligations are less than 30% as of the April
15 Monthly Performance and Expenditure Report. Subrecipient may avoid Deobligation at this
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point if one of the following has occurred:

(1) On or before the first business day in April, the Subrecipient has submitted a written request for
an exception due to extenuating circumstances with a plan to improve Direct Services Expenditures
and Customer Obligations. The request and plan must be approved by the Department in writing; or
(2) On or before the first business day in April, the Subrecipient has submitted a written request for
training and/or technical assistance. Once such assistance has been delivered, as determined by the
Department, the Subrecipient must submit a clear specific plan, as outlined by the Department, for
improving Direct Services Expenditures and Customer Obligations, and that plan must be approved
by the Department in writing.

(c) The Department may Deobligate funds from all budget categories from Subrecipients whose
combined Direct Services Expenditures and Customer Obligations are less than 50% as of the

Monthly Performance and Expenditure Report, unless on or before the first business day in
June the Subrecipient submits a written request for an exception due to extenuating circumstances
with a plan to improve Direct Services Expenditures and Customer Obligations. The request and
plan must be approved by the Department in writing.

(d) Funds Deobligated under this section, or additional funds should they become available, will be
Reobligated proportionally by the formula described in §6.303 of this subchapter (relating to
Distribution of CEAP Funds), or if six months or less remain for the Department to expend the
funds another method approved by the Department's Board amongst all Subrecipients that did not
have any funds Deobligated to ensure full utilization of funds.

(e) A Subrecipient which has had funds Deobligated under subsection (b) or (c) of this section that
fully Expends the reduced amount of its Contract by January 31 of the following year as reported in
the Monthly Performance and Expenditure Report due February 15, will have access to the full
amount of the following Program Year CEAP allocation. A Subrecipient which has had funds
Deobligated under subsection (b) or (c) of this section that fails to fully expend the reduced amount
of its Contract will automatically have the following Program Year CEAP allocation Deobligated by
the lesser of 24.99%, or the proportional amount that had been Deobligated from the prior year
Contract.

(f) The cumulative balance of the funds made available through subsection (e) of this section will be
allocated proportionally by the formula described in §6.303 of this subchapter to the Subrecipients
not having funds reduced under that subsection.

(2) In no event will involuntary Deobligations that occur through subsection (b) or (c) of this section
exceed 24.99% of the Subrecipient's Program Year CEAP Contracted Funds, without an
opportunity for a hearing as required by Tex. Gov't Code, Chapter 2105.

(h) Failure by the Subrecipient to Expend 98% of a prior year Contract by the Monthly Performance
and Expenditure Report due April 15th of the subsequent year for two consecutive original Contract

Terms is good cause for nonrenewal of a Contract.

§6.307 Subrecipient Requirements for Customer Eligibility Criteria, Provision of Services,
and Establishing Priority for Eligible Households

(a) The customer income eligibility level is at or below 150% of the federal poverty level in effect at
the time the customer makes an application for services.
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(b) Categorical Eligibility for CEAP benefits exists when at least one person in the Household
receives assistance from:

(1) SSI payments from the Social Security Administration; e+

(2) Means Tested Veterans Program payments. See paragraph (38) of {6.2 of this chapter (relating to
Definitions):-

(3) Supplemental Nutrition Assistance Program (SNAP):; or

(4) Temporary Assistance for Needy Families (TANTF).

(c) A complete application is required for all Households. Subrecipient shall determine customer
income using the definition of income and process described in §6.4 of this chapter (relating to
Income Determination). Household income documentation must be collected by the Subrecipient
for the purposes of determining the Household's benefit level.

(d) Social security numbers are not required for applicants.

(e) Subrecipient must establish a written procedure to serve Households that have a Vulnerable
Population Household member, Households with High Energy Burden, and Households with High
Energy Consumption. High Energy Burden shall be the highest rated item in sliding scale priority
determinations. The Subrecipient must maintain documentation of the use of the criteria.

(f) A Dwelling Unit cannot be served if the meter is utilized by another Household that is not a part
of the application for assistance. In instances where separate structures share a meter and the
applicant is otherwise eligible for assistance, Subrecipient must provide services if:

(1) The members of the separate structures that share a meter meet the definition of a Household
per §6.2 of this chapter;

(2) The members of the separate structures that share a meter submit one application as one
Household; and

(3) All persons and applicable income from each structure are counted when determining eligibility.

(2) United States Citizen, United States National, or Qualified Alien. Except for items described in
10 TAC §6.310(c)(4) and §6.310(d) (relating to Crisis Assistance Component), Unqualified Aliens are
not eligible to receive CEAP benefits. Mixed Status Households shall not be denied CEAP
assistance based solely on the presence of a non-qualified member, except if the member is the sole

member of the Household. of this Title
RA, Subrecipients Pablie-Otganization-must documentverify U.S. Citizen, U.S.

National, e+and Qualified Alien status using the Department approved form. Qualified Alien status
must also be verified and documentedefalt-household-members using SAVE.

(h) Subrecipient must begin providing utility assistance services to customers upon receipt of
Contract and throughout the Contract Term unless Subrecipient has expended its entire Contract.

(i) Subrecipient must develop and publicly display a written procedure addressing the timeframe
within which applications are determined to be eligible or ineligible once the application is complete,
processing of the application and assistance delivery, and notification to the applicant.

§6.308 Allowable Subrecipient Administrative and Program Services Costs

(a) Funds available for Subrecipient administrative activities will be calculated by the Department as

a percentage of direct services Expenditures. Administrative costs shall not exceed the maximum
percentage of total direct services Expenditures, as indicated in the Contract. All other
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administrative costs, exclusive of administrative costs for program services, must be paid with
nonfederal funds. Allowable administrative costs for administrative activities includes costs for
general administration and coordination of CEAP, and all indirect (or overhead) costs, and activities
as described in paragraphs (1) - (7) of this subsection:

(1) Salaries;

(2) Fringe benefits;

(3) Non-training travel;

(4) Equipment;

(5) Supplies;

(6) Audit (limited to percentage of the contract expenditures, excluding training/travel costs as
indicated in the Contract); and

(7) Office space (limited to percentage of the contract expenditures, excluding training/travel costs
as indicated in the Contract).

(b) Program Services costs shall not exceed the maximum percentage of total direct services
Expenditures, as indicated in the Contract. Program Services costs are allowable when associated
with providing customer direct services. Program services costs may include outreach activities and
expenditures on the information technology and computerization needed for tracking or monitoring
required by CEAP, and activities as described in paragraphs (1) - (9) of this subsection:

(1) Direct administrative cost associated with providing the customer direct service;

(2) Salaries and fringe benefits cost for staff providing program services;

(3) Supplies;

(4) Equipment;

(5) Travel,

(6) Postage;

(7) Utilities;

(8) Rental of office space; and

(9) Staff time to provide energy conservation education, needs assessments, and referrals.

§6.309 Types of Assistance and Benefit Levels
(a) Allowable CEAP Expenditures include customer education, utility payment assistance, repair of

existing heating and cooling units, purchase of heating and cooling units when none exist, and crisis-
related purchase of portable heating and cooling units.

(b) Total maximum possible annual Household benefit (all allowable benefits combined) shall not
exceed $12,300 during a Program Year, not including arrears.

(c) Benefit determinations are based on the Household's income (even if the Household is
Categorically Eligible), the Household size, Vulnerable Populations in the Household, plus other
priority status, whether a Household has one or more Unqualified Aliens for which calculation
adjustments must be made as described in paragraphs (1) and (2) of this subsection, and the
availability of funds.

(1) Count income for all Household members 18 years of age and older, including Unqualified
Aliens; and

(2) Adjust the Household size for determining eligibility and benefit assistance level to exclude all
Unqualified Aliens.

(d) For purposes of determining Categorical Eligibility or Vulnerable Populations (i.e. priority
status), the Household is not considered to satisfy the definition of having Categorical Eligibility or
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Vulnerable Population if the only individual(s) in the Household with that Categorical Eligibility or
Vulnerable Population status are Unqualified Aliens. For purposes of reporting, all individuals in the
Households should be reported.

(e) Benefit determinations for the Utility Payment Assistance Component and the Crisis Assistance
Component cannot exceed the sliding scale described in paragraphs (1) - (3) of this subsection:

(1) Households with Incomes of 0 to 50% of Federal Poverty Guidelines may receive an amount not
to exceed $2,400 per Component;

(2) Households with Incomes more than 50% but at or below 75% of Federal Poverty Guidelines
may receive an amount not to exceed $2,300 per Component; and

(3) Households with Incomes more than 75% but at or below 150% of Federal Poverty Guidelines
may receive an amount not to exceed $2,200 per Component.

(f) Service and Repair of existing heating and cooling units. Households may receive up to $7,500
for service and repair of existing heating and cooling units when the Household has an inoperable
heating or cooling system based on requirements in §6.310 of this subchapter (relating to Crisis
Assistance Component) for Non-Vulnerable Population Households and §6.311 of this subchapter
(relating to Utility Assistance Component) for Vulnerable Population Households.

(¢) Purchase of heating and cooling units. Households may receive up to $7,500 for the purchase of

a heating and cooling unit when a heating or cooling system is nonexistent based on requirements in

§6.310 of this subchapter (relating to Crisis Assistance Component) for Non-Vulnerable Population
Households and §6.311 of this subchapter (relating to Utility Assistance Component) for Vulnerable
Population Households.

(he) Assistance with sesvice-andrepairorpurchase of portable cooling and/or air
eonditiontagheating units, window units, #evapotrative coolets, and mini splits-and-heating-anits

cannot exceed $7,500. Refer to §o. 310(c) (69) of thlS subchapter for requlrernents relating to service
and-repait-or-purchase of these types of

units.

(ik) Energy bills already paid may not be reimbursed by the program. Funds from CEAP shall not
be used to weatherize dwelling units, for medicine, food, transportation assistance (e.g., vehicle fuel)
except as noted in §6.310(d) of this subchapter, income assistance, ot to pay for penalties or fines

assessed to customers except in the case of arrearage pavments as noted in 8§6.309(1)(9) of this
subchapter. Subrecipient shall provide only the types of assistance described in this subsection with
funds from CEAP:

(1) Payment to vendors and suppliers of fuel/utilities, goods, and other setvices, such as past due or
current bills related to the procurement of energy for heating and cooling needs of the residence, not
to include security lights and other items unrelated to energy assistance as follows:

(A) Subrecipient may make utility payments on behalf of Households based on the previous 12
month's home energy consumption history, including allowances for cost inflation. If a 12 month's
home energy consumption history is unavailable, Subrecipient may base payments on current
Program Year's bill or utilize a Department-approved alternative method. Subrecipient will note
such exceptions in customer files. Benefit amounts exceeding the actual bill shall be treated as a
credit for the customer with the utility company;

(B) Vulnerable Population Households can receive benefits to cover the remaining bills within the
Program Year as long as the cost does not exceed the maximum annual benefit for the Utility
Assistance Component. Bill payment may cover two separate fuel sources; and

(C) Non-Vulnerable Population Households can receive benefits to cover up to six remaining bills
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within the Program Year as long as the cost does not exceed the maximum annual benefit for the
Utility Assistance Component. Bill payment may cover two separate fuel sources;

(2) Needs assessment and energy conservation tips, coordination of resources, and referrals to other
programs;

(3) Payment of water, wastewater and solid waste charges are not an allowable LIHEAP expense
even in cases where those charges are an inseparable part of a utility bill. Whenever possible,
Subrecipient shall negotiate with the utility providers to pay only the "home energy" (heating and
cooling) portion of the bill or utilize other funds to pay for the water related charges;

(4) Payment of reconnection fees in line with the registered tariff filed with the Public Utility
Commission and/or Texas Railroad Commission. Payment cannot exceed that stated tariff cost.
Subrecipient shall negotiate to reduce the costs to cover the actual labor and material and to ensure
that the utility does not assess a penalty for delinquency in payments;

(5) Payment of security deposits only when state law requires such a payment, or if the Public Utility
Commission or Texas Railroad Commission has listed such a payment as an approved cost, and
where required by law, tariff, regulation, or a deferred payment agreement includes such a payment.
Subrecipient shall not pay such security deposits that the energy provider will eventually return to
the customer;

(6) While rates and repair charges may vary from vendor to vendor, Subrecipient shall negotiate for
the lowest possible payment. Prior to making any payments to an energy vendor a Subrecipient shall
have a signed vendor agreement on file from the energy vendor receiving direct CEAP payments
from the Subrecipient;

(7) Subrecipient may make payments to landlords on behalf of eligible renters who pay their utility
and/or fuel bills indirectly. Subrecipient shall notify each participating Household of the amount of
assistance paid on its behalf. Subrecipient shall document this notification. Subrecipient shall
maintain proof of utility or fuel bill payment. Subrecipient shall ensure that amount of assistance
paid on behalf of customer is deducted from customer's rent; and

(8) In lieu of deposit required by an energy vendor, Subrecipient may make advance payments. The
Department does not allow CEAP Expenditures to pay deposits, except as noted in paragraph (5) of
this subsection. Advance payments may not exceed an estimated two months' billings.

(9) Payvment of existing arrearages related to home energy costs. Such payments have no maximum

cost limit and do not count towards the total maximum possible annual Household benefit. Payment

of arrearages may include the payment of penalties and fines related to home energy.

§6.310 Crisis Assistance Component

(a) Crisis Assistance can be provided to persons who have already lost service or are in immediate
danger of losing service only under one of the conditions listed in paragraphs (1) - (3) of this
subsection, and shall not exceed the caps as defined in §6.309 of this subchapter (relating to Types
of Assistance and Benefit Levels):

(1) Extreme Weather Conditions, as defined in §6.301 of this subchapter (relating to Background
and Definitions), with assistance provided within 48 hours;

(2) Disaster, as defined in §6.301 of this subchapter, with assistance provided within 48 hours; or
(3) Life Threatening Crisis, as defined in §6.301 of this subchapter, with assistance provided within
18 hours.

(b) In order to resolve the crisis, Subrecipient shall ensure that for customers assisted through Crisis
Assistance services are provided within the timeframes as described in subsection (a) of this section.
The time limit commences upon completion of the application process. The application process is
considered complete when an agency representative accepts an application and completes the
eligibility process. Subrecipient must maintain written documentation in customer files showing
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crises resolved within the appropriate timeframe. The Department may disallow improperly
documented Expenditures.

(c) Low Income Households as defined in §6.2 of this chapter (relating to Definitions) may be
eligible for any one or more of the types of assistance listed in paragraphs (1) - (8) of this subsection:
(1) Payment of utilities or fuel bills and utility bill deposits necessary to retain heating or cooling.

(2) Emergency deliveries of fuel up to 250 gallons per crisis per Household, at the prevailing price.
This benefit may include coverage for tank pressure testing.

(3) Utility reconnection costs.

(4) Blankets, as tangible benefits to keep individuals warm.

(5) For Non-Vulnerable Populations meeting the conditions described in subsection (a) of this
section, service and repair of existing heating and cooling units is allowed when the Household has
an inoperable heating or cooling system or the system is not functioning according to its intended
purpose. If a component(s) of the heating or cooling system cannot be repaired using parts, the
Subrecipient can replace the component(s) in order to repair the heating or cooling system. When a
heating or cooling system is nonexistent, purchase of heating or cooling, or heating and cooling
units for up to §7,500 is allowed. The cost shall not exceed $7,500 and will not be counted towards

the total maximum benefit level per Household under the Crisis Assistance Component.

(6) When a Household meets the definition of Life Threatening Crisis, purchase of portable cooling
and/or heating and/ereooling units, window units, evaporative coolers, and mini splits is allowable.
Units must be Energy Star®. In cases wherte the type of unit is not Energy Star®, or if Energy Star®
units are not available due to supply shortages, Subrecipient may purchase the highest rated unit
available. Purchase of more than two of these types of units for a Houschold portable-heati
and/or-eoolingunits requires prior written approval from the Department.

(7) Purchase of fans. The number, type, size and cost of these items may not exceed the minimum
needed to resolve the crisis.

(8) If necessary, the purchase of a generator is allowable when a Household meets the definition of
Life Threatening Crisis.

e}

(d) When Disasters result in energy supply shortages or other energy-related emergencies, CEAP will
allow home energy related expenditures for:

(1) Temporary Shelter in the limited instances that supply of power to the Dwelling Unit is disrupted
causing a temporary evacuation.

(2) Cost to temporary Shelter or house individuals in hotel, apartments or other living situations in
which homes have been destroyed or damaged when health and safety is endangered by loss of
access to heating and cooling.

(3) Costs for transportation (e.g., cars, shuttles, buses) to move the individuals away from the crisis
area to Shelters when health and safety is endangered by loss of access to heating and cooling.

(e) Subrecipient may request a waiver from the Executive Director or designee for the 18 and 48
hour timeframes in the case of a Natural Disaster. The Executive Director or designee may grant a
waiver if good cause is found.

(f) Benefit Level for Crisis Assistance:

(1) Crisis Assistance for one Household cannot exceed the maximum allowable benefit level in one
Program Year as defined in §6.309 of this subchapter. If a Household's Crisis Assistance needs
exceed that maximum allowable benefit, Subrecipient may pay up to the Crisis Assistance limit only
if the remaining amount of Household need can be paid from other funds to resolve the crisis. If the
Household's crisis requires more than the Household limit to resolve and no other funds are
available, the crisis exceeds the scope of this Ceomponent.
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(2) Payments may not exceed Household's actual utility bill.
(3) Payments may not exceed the Maximum Household allowable assistance benefit level.

(45) ;I'empotary Shelter not to exceed the annual Household benefit limit for the duration of the
Contract Term.

§6.311 Utility Assistance Component

(a) A Subrecipient may use home energy payments to assist Low Income Households to reduce their
home energy costs. Subrecipient shall combine home energy payments with energy conservation
tips, participation by utilities, and coordination with other services in order to assist low income
Households to reduce their home energy needs.

(b) Subrecipient must make payments directly to vendors and/or landlords on behalf of eligible
Households.

(c) For Vulnerable Population Households, service and repair of existing heating and cooling units is
allowed when the Household has an inoperable heating or cooling system or the system is not
functioning according to its intended purpose. If a component(s) of the heating or cooling system
cannot be repaired using parts, the Subrecipient can replace the component(s) in order to repair the
heating or cooling system. If a heating or cooling system is nonexistent, purchase of heating or
cooling, or heating and cooling units for up to $7,500 is allowed. The cost shall not exceed $7,500
and will not be counted towards the total maximum benefit level per Household alesvable under the
Utility Assistance Component. Subrecipients may leverage this type of assistance with LIHEAP
and/or DOE Weatherization.

§6.312 Payments to Subcontractors and Vendors

(a) A bi-annual Vendor Agreement is required to be implemented by the Subrecipient and shall
contain assurances as to fair billing practices, delivery procedures, and pricing procedures for
business transactions involving CEAP beneficiaries. The Subreclplent must use the Departrnent s
current Vendor Agreement template;—+¢ ' ' - -
Department's-website. These agreements are sub]ect to momtormg procedutes petfotmed by the
Department staff.

(b) Subrecipient shall maintain proof of payment to Subcontractors and vendors as required by
Chapter 1, Subchapter D of this title (relating to Uniform Guidance for Recipients of Federal and
State Funds).

(c) Subrecipient shall notify each participating Household of the amount of assistance to be paid on
its behalf. Subrecipient shall document this notification.

(d) Subrecipients shall use the Vendor Payment method for CEAP components. Subrecipient shall
not make cash payments directly to eligible Household for any of the CEAP components.

(e) Payments to vendors for which a valid Vendor Agreement is not in place may be subject to
disallowed costs unless prior written approval is obtained from the Department.
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(f) A Vendor Refund is program income and must be reimbursed to the Subrecipient, and not the
customer. When a Vendor Refund is issued, Subrecipient shall determine which TDHCA Contract
the payment(s) was charged to, the Household associated to the payment, and if the Contract
remains open.

(1) If the Contract remains open, Subrecipient must enter the amount into the Contract System in
the appropriate budget line item into the adjustment column in the next monthly report, and make
the appropriate note in the system. This will credit back the Vendor Refund for the Subrecipient to
expend on eligible expenses.

(2) If the Contract is closed, Subrecipient must return the Vendor Refund to the Department within
ten calendar days of receipt. The payment must contain the Contract number and appropriate
budget line item associated with the refund.

SUBCHAPTER D WEATHERIZATION ASSISTANCE PROGRAM
§6.402 Purpose and Goals

(a) DOE-WAP and LIHEAP-WAP offers awards to Private Nonprofit Organizations, and Public
Organizations with targeted beneficiaries being Households with low incomes, with priority given to
Vulnerable Populations, High Energy Burden, and Households with High Energy Consumption. In
addition to meeting the income-eligibility criteria, the weatherization measures to be installed must
meet specific energy-savings goals. Neither of these programs are entitlement programs and there
are not sufficient funds to serve all customers that may be eligible.

(b) The programs fund the installation of weatherization materials and provide energy conservation
education. The programs help control energy costs to ensure a healthy and safe living environment.

(c) Organizations administering a Department-funded weatherization program must administer both
the DOE-WAP and the LIHEAP-WAP. Organizations that have one Weatherization program
removed will have both program removed. If it is necessary to designate a new Subrecipient to
administer WAP, the Department shall give special consideration to Subrecipients receiving funds
under LIHEAP or DOE WAP, in accordance with Assurance 6 of the Low Income Home Energy
Assistance Act of 1981 .

(d) The Department shall administer and implement the DOE-WAP program in accordance with
DOE rules (10 CFR Part 440 and active D()E W. \P Pr()<r1 am N()Uccs Mun(n mdumx) and thc
current DOE State Plan;exee - e

EHHEAP plan. The Department shall admlmster and 1mplement the LIHEAP WAP program in
accordance with a combination of LIHEAP statute (42 U.S.C. {{6861, et seq.) and DOE rules.
LIHEAP Weatherization measures may be leveraged with DOE Weatherization measures in which
case all DOE rules and requirements as described in this title and in the Contract will apply.

§6.403 Definitions

(a) Department of Housing and Urban Development (HUD)--Federal department that provides
funding for certain housing and community development activities.

(b) Electric Base-Load Measure (EBL)--Weatherization measures which address the energy
efficiency and energy usage of lighting and appliances.

(c) Energy Audit--The energy audit software and procedures used to determine the cost
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effectiveness of Weatherization measures to be installed in a Dwelling Unit. The FnereyAuditshall

o fe]

(d) Energy Repairs--Weatherization-related repairs necessary to protect or complete regular
Weatherization energy efficiency measures.

(e) Multifamily Dwelling Unit--A structure containing more than one Dwelling Unit.

(f) Priority Llst——For LIHEAP WAP only, a list developed by the Department, as may be updated
from time to time, -ife —and which provides the prescribed method to be used
by Subrecipients when addressmg Weathetlzatlon measures. For DOE-WAP only, a list currently
approved by DOE, which provides the prescribed method to be used by Subrecipients when
addressing weatherization measures.

(2) Rental Unit--A Dwelling Unit occupied by a person who pays rent for the use of the Dwelling
Unit.

(h) Renter--A person who pays rent for the use of the Dwelling Unit.

(i) Reweatherization--1f a Dwelling Unit has been damaged by fire, flood, or act of God and repair
of the damage to Weatherization materials is not paid for by insurance; or if a Dwelling Unit washas
notbeen partially weatherized in the previous 15 years, the Dwelling Unit may be reweatherized to
receive further finanetal-weatherization assistanceferReweatherization.

() Shelter--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.

(k) Significant Energy Savings--A Savings to Investment Ratio (SIR) of 1.0 or greater.

() Single Family Dwelling Unit--A structure containing no more than one Dwelling Unit.

(m) Weatherization Assistance Program Policy Advisory Council (WAP PAC)--The WAP PAC was
established by the Department in accordance with 10 CFR §440.17 to provide advisory services in
regards to the DOE WAP program.

(n) Weatherization Material--The material listed in Appendix A of 10 CFR Part 440.

(0) Weatherization--A program conducted to reduce heating and cooling demand of Dwelling Units
that are energy inefficient.

§6.406 Subrecipient Requirements for Establishing Household Eligibility and Priority
Criteria

(a) The structure's design must allow for energy conservation retrofits and meet the definition of a
Dwelling Unit per §6.2 of this chapter (relating to Definitions).

(b) A Dwelling Unit cannot be served if a single meter is utilized by another Dwelling Unit that is

not a part of the application for assistance. In instances where separate structures share a meter and
the applicant is otherwise eligible for assistance, Subrecipient must provide services if:
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(1) The members of the separate structures that share a meter submit a separate Household
application to include all persons and applicable income for each Dwelling Unit attached to the
meter; and

(2) All Household Dwelling Units served by the meter are determined eligible to receive
weatherization benefits.

(c) Subrecipient shall establish a written procedure to serve Households that have a Vulnerable
Population Household member, Households with High Energy Burden, and Households with High
Energy Consumption. High Energy Burden shall be the highest rated item in sliding scale priority
determinations. The Subrecipient must maintain documentation of the use of the criteria.

(d) Subrecipient shall determine applicant income eligibility in compliance with §6.4 of this chapter
(relating to Income Determination).

(e) Categorical Eligibility for DOE-WAP benefits exist when at least one person in the Household
receives assistance payments under Title IV or XVI of the Social Security Act at any time during the
12-month period preceding the determination of eligibility or resides in a building that receives
assistance under specific federal programs as identified in §6.414 or by Contract. Categorical
Eligibility for LIHEAP-WAP benefits are the same as those specified for CEAP benefits described
in §6.307(b) of this chapter (relating to Subrecipient Requirements for Customer Eligibility Criteria,
Provision of Services, and Establishing Priority for Eligible Households).

(f) Social Security numbers are not required for applicants.

(g) U.S. Citizen, U.S. National or Qualified Alien. Unqualified Aliens are not eligible to receive WAP
benefits. Mixed Status Households shall not be denied WAP assistance based solely on the presence
of a non-qualified member, except if the member is the sole member of the Household. 1n
accordance with §1.410(f), relating to Exemptions under PRWORA, Subrecipient must
documentverity U.S. Citizen, U.S. National, e+and Qualified Alien status using the Department
approved form. Qualified Alien status must also be verified and documentedefal-Heusehold
members using SAVE. Assistance shall be determined as follows:

(1) Count income for all Household members eighteen years of age and older, including Unqualified
Aliens; and

(2) Adjust the Household size for determining eligibility and benefit assistance level to exclude all
Unqualified Aliens.

(h) For purposes of determining Categorical Eligibility or Vulnerable Populations (e.g. priority
status) the Household is not considered to satisfy the definition of having Categorical Eligibility or
Vulnerable Population if the only individual(s) in the Household with Categorical Eligibility or
Vulnerable Population status is an Unqualified Alien. For purposes of reporting, all individuals in
the Household should be reported.

§6.407 Program Requirements

(a) Each Dwelling Unit weatherized requires completion of a written whole house assessment.
Subrecipient must perform the whole house assessment then let that assessment guide whether the
Dwelling Unit is best served through DOE and/or LIHEAP W AP funds utﬂumwﬁ%ﬂw the Energy
[\Etudlt or Prl(mt\ I 1st(s) as "mbllcqblc AE , 15t - S
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(b) Any Dwelling Unit that is weatherized using DOE funds must cither use the State of Texas
approved Energy Audit or DOL approved Priority List as a guide for installed measures. A
Subrecipient combining DOE funds with LIHEAP-WAP funds on an individual Dwelling Unit or
building may setmixthe-use ofthe Energy Audit to justify all measures installed or utilizeand the
DOE and LIHEAP Priority Lists together to address all measures allowed.

(c) Any Dwelling Unit that is weatherized using LIHEAP only must be completed using the
LIHEAP Prlorlty List as a guide for mstalled measures. Fatlure-to-eomplete-awritten~whele house

(d) If a Subrecipient's Weatherization work does not consistently meet DOE Standard Work
Specifications Weatherization standards, the Department may proceed with the removal of the
programs from the Subrecipient.

§6.408 Department of Energy Weatherization Requirements

(a) In addition to cost principles and administrative requirements listed in §1.402 in Chapter 1 of this
title (relating to Cost Principles and Administrative Requirements), Subrecipients administering
DOE programs must also adhere to 10 CFR Part 440, 10 CFR Part 600, active DO WAP Program
Notices/Memorandums, NREI Standard Work Specifications, and the applicable International
Residential Code (IRC).

(b) WAP Policy Advisory Council. In accordance with Tex. Gov't Code, §2110.005 and 10 CFR
§440.17, the Department shall establish the Weatherization Assistance Program Policy Advisory
Council (WAP PAC), with which it will consult prior to the submission of the annual plan and
award of funds to DOE.

(c) Adjusted Average Expenditure Per Dwelling Unit. Expenditures of financial assistance provided
under DOE-WAP funding for the Weatherization services for labor, weatherization materials, and
program support shall not exceed the DOE adjusted average expenditure limit for the current
Program Year per Dwelling Unit as provided by DOE, and as cited in the Contract, without special
agreement via an approved waiver from the Department.

(d) Electric Base Load Measures. DOE has approved the inclusion of selected Electric Base Load
(EBL) measures as part of the Weatherization of eligible residential units. Refrigerators usage data
must be obtained either by metering the appliance for a minimum of WO (2) hours or from a DOE
approv ed tool when calculating the EBL SIR. - - e

te

(¢f) Energy Audit Procedures.

(1) SIR for the Energy Audit procedures will determine the installation of allowable Weatherization
measures. The Weatherization measures must result in energy cost savings over the lifetime of the
measure(s), discounted to present value, that equal or exceed the cost of materials, and installation.
An Energy Audit may consist of Incidental Repairs, Energy-Saving Measures (starting with Duct
Sealing and Infiltration Reduction), and Health and Safety Measures. All Energy-Saving Measures
must rank with an SIR of one or greater. The total Cumulative SIR, prior to Health and Safety
measures, must be a one or greater in order to weatherize the dwelling unit.
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(2) The Energy Audit has not been approved for multifamily buildings containing 25 or more units.
A Subrecipient that proposes weatherizing a building containing 25 or more units must receive
approval from the Department prior to beginning any Weatherization activity.

(3) Energy Auditors must use the established R-values for existing measures provided in the
International Energy Conservation Code (IECC when entering data into the Energy Audit.
Subrecipient must follow minimum requirements set in the applicable IRC or jurisdictions
authorized by state law to adopt later editions.

(4) A Subrecipient utilizing the Energy Audit must enter into the audit all materials and labor
measures proposed to be installed.

(f) Priority List Procedures. Subrecipient is limited to Weatherization measures as detailed in the
DOE approved Priority List. Measures must be addressed according to the instructions in the
Weatherization Contract, Priority List criteria, and the Department’s DOE Priority List policies and

procedures.

§6.414 Eligibility for Multifamily Dwelling Units and Shelters

(a) Multifamily building and Shelter weatherization is not considered a federal public benefit and the
activity is exempt from the requirements of §6.406(g) and (h) of this subchapter (relating to U.S.
Citizen, U.S. National or Qualified Alien, and determining Categorical Eligibility or Vulnerable
Populations, respectively).

(b) A Subrecipient may weatherize a building containing Rental Units if not less than 66% (50% for
duplexes and four-unit buildings) of the Dwelling Units in the building are occupied by low income
Households, or will become occupied by Low-income Households within 180 days under a Federal,
State, or local government program for rehabilitating the building or making similar improvements
to the building.

(c) In order to weatherize large multifamily buildings containing twenty-five or more Dwelling Units
ot those with shared central heating (e.g., boilers) and/or shared cooling plants (e.g., cooling towers
that use water as the coolant) regardless of the number of Dwelling Units, Subrecipient shall submit
in writing to the Department a request for approval along with evidence which clearly shows that an
investment of funds would result in Significant Energy Savings because of upgrades to equipment,
energy systems, common space, or the building shell. When necessary, the Department will seek
approval from DOE. Approvals from the Department in writing must be received prior to the
installation of any Weatherization measures in this type of structure.

(d) In order to weatherize Shelters, Subrecipient shall submit a written request for approval from the
Department. Written approval from the Department must be received prior to the installation of any
Weatherization measures. Income determination is not required to be done for residents of Shelters.

(e) If roof repair is to be considered as an eligible repair cost under the Weatherization process, the
expenses must be shared equally by all eligible Dwelling Units weatherized under the same roof. If
multiple storied buildings are weatherized, eligible ground floor units must be allocated a portion of
the roof cost as well as the eligible top floor units. All Weatherization measures installed in
multifamily units must meet applicable IRC requirements, NREL Standard Work Specifications, the
standards set in 10 CFR §440.18(d)(9) and (15), and Appendix A-Standards for Weatherization
Materials.

(f) Subrecipient shall establish a multifamily master file for each multifamily project in addition to
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the applicable Dwelling Unit recordkeeping requirements found in the Contract. The multifamily
master file must include, at a minimum, the forms (available on the Department's website) listed in
paragraphs (1) - (6) of this subsection:

(1) Multifamily Project Preparation Checklist;

(2) Multifamily Project Completion Checklist;

(3) Landlord Permission to Perform Assessment and Inspections for Rental Units;

(4) Landlord Agreement;

(5) Landlord Financial Participation Form; and

(6) Multifamily Project Building Data Checklist.

(g) Subrecipient shall contact the Department for record keeping guidance if it wishes to weatherize
a Shelter.

(h) For DOE WAP, if a public housing or assisted multi-family building has HUD assisted tenants,

the most current and applicable Weatherization Program Notice shall be utilized in determining
client and building eligibility.gore-throueh-the HID Property-Certifteation Procedure-outlinedin

7

(i) For any Dwelling Unit that is weatherized using funding provided under DOE WAP, all
Weatherization measures installed must be justified withentered-into an approved Energy Audit or
with the DOE approved Priority List. If using the Energy Audit, all allowable Weatherization

measures needed must be entered. Weatherization measures will be performed in order of highest
SIR to lowest depending on funds available. If using the Priority List, included Weatherization

measures must be addressed according to the instructions in the Weatherization Contract, Priority
List criteria, and the Department’s DOE Priority List policies and procedures (if applicable).installed

§6.416 Whole House Assessment

(a) Subrecipient must conduct a whole house assessment on all eligible Dwelling Units. Whole house
assessments must be used to determine whether the Priority List or an Energy Audit is most
appropriate for the unit. Whole house assessments must collect all required Finergy Audit
information to include all;-butarenotlimitedto; the items described in paragraphs (1) - (15) of this
subsection:

(1) Wall--Condition, type, orientation, and existing R-values;

(2) Windows--Condition, type material, glazing type, leakiness, and solar screens;

(3) Doors--Condition, type;

(4) Attic--Type, condition, existing R-values, and ventilation;

(5) Foundation--Condition, existing R-values, and floor height above ground level;

(6) Heating System--For all systems: unit type, fuel source (primary or secondary), thermostat, and
output; for combustion systems only: vented or unvented efficiency, CO-levels, complete fuel gas
analysis, gas leaks, and combustion venting;
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(7) Cooling System--Unit type, condition, area cooled, size in BTU rating, Seasonal Energy
Efficiency Rating (SEER) or Energy Efficiency Rating (EER), manufacture date, and thermostat;
(8) Duct System--Condition, existing insulation level, evaluation of registers, duct infiltration, return
air register size, and condition of plenum joints;

(9) Water Heater--For all water heaters: condition, fuel type, energy factor, recovery efficiency, input
and output ratings, size, existing insulation levels, existing pipe insulation; for combustion water
heaters only: carbon monoxide levels, draft test, complete fuel gas analysis;

(10) Refrigerator--Condition, manufacturer, manufacture date and make, model, and consumption
reading (minutes and meter reading); customer refusal must be documented;

(11) Lighting System--Quantity, watts, and estimated hours used per day;

(12) Water Savers--Number of showerheads, estimated gallons per minute and estimated minutes
used per day;

(13) Health and Safety--For all units: smoke detectors, wiring, minimum air exchange, moisture
problems, lead paint present, asbestos siding present, condition of chimney, plumbing problems,
mold; for units with combustion appliances: unvented space heaters, carbon monoxide levels on all
combustion appliances, carbon monoxide detectors;

(14) Air Infiltration--To be determined from Blower Door testing; areas requiring air sealing will be
noted; and

(15) Repairs--Measures needed to preserve or protect installed Weatherization measures may include
lumber, shingles, flashing, siding, masonry supplies, minor window repair, gutters, downspouts,
paint, stains, sealants, and underpinning.

(b) If using the Energy Audit, all allowable Weatherization measures needed must be entered.
Measures will be performed in order of highest SIR to lowest depending on funds available. If using
the Priority List, included Weatherization measures must be addressed according to the instructions
in the Exhibitto-the-Weatherization Contract, Priority List criteria, and the Department’s DO
Priority List policies and procedures (if applicable).

§6.417 Blower Door Standards
Subrecipient is required to use the most current Blower Door and Duct Blaster Data Sheet blowes
éﬁﬁhﬁéueﬁb}eﬁ—ei—éﬁa form adopted by the Depattment and available on the Department's website

Page 25 of 25



le



BOARD ACTION REQUEST
BOND FINANCE DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action on Resolution No. 23-001 authorizing request to
the Texas Bond Review Board for annual waiver of Single Family Mortgage Revenue Bond set-
aside requirements; authorizing the execution of documents and instruments relating thereto;
making certain findings and determinations in connection therewith; and containing other
provisions relating to the subject

RECOMMENDED ACTION

Adopt attached resolution.

BACKGROUND

Tex. Gov't Code §2306.142(l) requires that, beginning on September 1, 2002, and in each
subsequent State fiscal year, the Department allocate, through set-aside or reservation of
funds, not less than 40% of the total single-family mortgage revenue bond loan volume for
mortgage loans, including subprime mortgage loans, to be originated in underserved economic
and geographic submarkets in the state. Pursuant to Tex. Gov’'t Code 8§82306.142(m), the
Department has requested and the Texas Bond Review Board (BRB) has granted, a waiver of the
requirements of Tex. Gov't Code §2306.142(l) (the Waiver) for all single family mortgage
revenue bonds issued by the Department since 2002. While previously requested and received
on an issue-by-issue basis, since July 20, 2017, BRB has granted Waivers to the Department on a
calendar year basis. With each Waiver request, the Department includes a report (the Report)
prepared by the Department’s Financial Advisor, Stifel, Nicolaus and Company (Stifel).

Exhibit A to the attached resolution is the Report prepared by Stifel, dated September 28, 2022,
which concludes that compliance with the requirements of Tex. Gov't Code §2306.142(1)
remains unfeasible and could damage the financial condition of the Department. Staff requests
that the Board accept this Report and authorize the submission of a request to BRB for a
Waiver for all single family mortgage revenue bonds issued by the Department in calendar year
2023.

The annual Waiver also allows single family mortgage revenue bonds issued by the Department
to qualify as exempt from formal approval by BRB, as these bonds are self-supporting revenue
security issues that have no general revenue impact to the state. Exemption from formal
approval may result in faster approval, but pursuant to 34 TAC 8§181.9(d), one or more
members of the BRB can, within six business days of receipt of an issue for approval, provide a
written request that the proposed issuance adhere to the formal approval process.




RESOLUTION NO. 23-001

RESOLUTION AUTHORIZING REQUEST TO TEXAS BOND REVIEW BOARD FOR
ANNUAL WAIVER OF SINGLE-FAMILY MORTGAGE REVENUE BOND SET-ASIDE
REQUIREMENTS; AUTHORIZING THE EXECUTION OF DOCUMENTS AND
INSTRUMENTS RELATING THERETO; 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 “Board”) from time to time) at prices they can
afford; and

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

WHEREAS, Section 2306.142 of the Act requires the Department to evaluate the feasibility
of a single-family mortgage revenue bond program designed to meet the credit needs of the
underserved economic and geographic submarkets of the State, including those submarkets
served disproportionately by subprime lenders; and

WHEREAS, Section 2306.142(l) of the Act requires that, beginning on September 1, 2002,
and in each subsequent State fiscal year, the Department allocate, through set-aside or
reservation of funds, not less than 40 percent of the total single-family mortgage revenue bond
loan volume for mortgage loans, including subprime mortgage loans, to be originated in
underserved economic and geographic submarkets in the State (the “Section 2306.142(l)
Requirements”); and

WHEREAS, Section 2306.142(m) of the Act provides that if the Board determines in any
year that bonds intended to be issued to achieve the purposes of Section 2306.142 of the Act are
unfeasible or would damage the financial condition of the Department, the Board may formally
appeal to and request a waiver from the Texas Bond Review Board (the “Bond Review Board”) of
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the Section 2306.142(l) Requirements; and

WHEREAS, at the February 28, 2017 meeting, the Board was presented with a report of
its financial advisor, George K. Baum & Company (“GKB"”) that addresses the feasibility and
potential economic impact to the Department of fulfilling the Section 2306.142(l) Requirements
(the “Initial Report”), which Report has been submitted to the Bond Review Board; and

WHEREAS, in reliance upon the Initial Report and by resolution No. 17-019 approved on
May 25, 2017, the Board authorized submission of a request to the Bond Review Board for a
waiver of the Section 2306.142(l) Requirements for all single-family mortgage revenue bonds
issued by the Department in calendar year 2017, and the Bond Review Board granted such
request on July 20, 2017 (the “2017 Waiver”); and

WHEREAS, for each succeeding calendar year following the 2017 Waiver, in reliance on
an updated report of its financial advisor, the Board has authorized submission of a request to
the Bond Review Board for a waiver of the Section 2306.142(1) Requirements for all single-family
mortgage revenue bonds issued by the Department in such calendar year, and the Bond Review
Board has granted each such request, including most recently on November 18, 2021, for the
2022 calendar year; and

WHEREAS, the Board desires to accept and rely on the updated report of Stifel Nicolaus
& Company, as successor to GKB as financial advisor to the Department, dated September 28,
2022 (the “Updated Report”), regarding the Section 2306.142(l) Requirements attached hereto
as Exhibit A; and

WHEREAS, in reliance on the Updated Report, the Board now desires to authorize
submission to the Bond Review Board of a request for a waiver of the Section 2306.142(l)
Requirements for all single-family mortgage revenue bonds issued by the Department in calendar
year 2023;

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  Acceptance of Updated Report. The Board hereby accepts the Updated
Report.

Section 1.2  Request for Waiver of Section 2306.142(l) Requirements. The submission
of a request for a waiver of the Section 2306.142(1) Requirements for all single-family mortgage
revenue bonds issued by the Department in calendar year 2023 is hereby authorized and
approved.
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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 Board, the Executive Director of the
Department, the Director of Financial Administration of the Department, the Director of Bond
Finance of the Department, the Director of Multifamily Bonds of the Department, the Manager
of Single Family Finance of the Department, and the Secretary or Assistant Secretary to the Board.
Such persons are referred to herein collectively as the “Authorized Representatives.” Any one of
the Authorized Representatives is authorized to act individually as set forth in this Resolution.

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 in carrying out the purposes of this
Resolution 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 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
Section 2306.032 of the Texas Government Code, regarding meetings of the Board.

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

PASSED AND APPROVED this 13th day of October, 2022.
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Public
Finance

STIFEL

September 28, 2022

Executive Director and Board of Directors

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

Austin, Texas 78701

At the request of Department staff, Stifel, Nicolaus & Company (“Stifel”) prepared this report to address certain
provisions of the Texas Government Code, Title 10, Subtitle G, Chapter 2306, specifically the feasibility and
potential economic impact to the Department of complying with Section 2306.142(l). As noted below, we are
not providing the Department with any legal advice. We are retained by the Department in an expert financial
capacity only. For legal analysis of Texas Government Code, Title 10, Subtitle G, Chapter 2306, or any other
applicable law or regulation, please contact your legal counsel.

This report updates and reiterates our reports to the Board dated February 28, 2017, December 14, 2017,
October 11, 2018, September 24, 2019, September 25, 2020, and September 27, 2021 (the “Prior Reports”)
and provides our analysis of feasibility and economic impact, as well as a summary of how the Department
serves the credit needs of borrowers in underserved economic and geographic submarkets. We understand
that the Department completed the market study required under Section 2306.142(c) in 2002. This report
reconfirms the findings of our Prior Reports and concludes that compliance with the requirements of Section
2306.142(1) remains unfeasible and could damage the financial condition of the Department. This is consistent
with the conclusion reached by the Bond Review Board (“BRB”) in granting waivers to the Department since
2002.

Background

Section 2306.142(l) of the Texas Government Code requires that single family mortgage revenue bonds issued
by the Department contain specific set-asides or reservations of funds for mortgage loans, including subprime
mortgage loans'Y, to be originated in underserved economic and geographic submarkets in the state.
Specifically, Section 2306.142(l) states:

In the state fiscal year beginning on September 1, 2002, and in each subsequent state fiscal year, the
department shall allocate not less than 40 percent of the total single-family mortgage revenue bond
loan volume to meet the credit needs of borrowers in underserved economic and geographic
submarkets in the state, subject to the identification of a satisfactory market volume demand through
the market study.

As permitted under Section 2306.142(m) and prior to the first annual waiver granted by the BRB on July 20,
2017, the Department requested and received from the BRB a waiver of this provision for every new origination
single family mortgage revenue bond issue closed by the Department since 2002. The BRB began issuing annual
waivers based, in part, on the Board’s acceptance, approval and submission to the BRB of Stifel/George K.
Baum’s report. These waivers were granted on the basis that compliance with Section 2306.142(l) is unfeasible
and could damage the financial condition of the Department.
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Feasibility and Economic Impact

Under current market conditions, fulfilling the requirements of Section 2306.142(l) (specifically allocating or
reserving any portion of the bond proceeds) is not feasible, not economically viable, would not be “consistent
with the reasonable financial operation of the Department”, and could damage the financial condition of the
Department. Further, it is anticipated and assumed that, due to the financing structures implemented by the
Department, the Department will continue to request an annual waiver from BRB of the requirements of
Section 2306.142(l).

Compliance with the 40% set aside requirement of Section 2306.142(l), which includes the subprime
requirement of Section 2306.142(f), is not feasible and could damage the financial condition of the Department
for the following reasons:

1)

2)

3)

Single family indentures require “MBS eligible” loans. The Department has not used “whole loan”

collateral to support its indentures since 1988. Since then, the Department pools its mortgage loans
into mortgage-backed securities (“MBS”) that are backed by Ginnie Mae, Fannie Mae, or Freddie Mac,
which effectively guarantee the timely receipt of underlying mortgage loan payments to meet the debt
service requirements of the Department’s indentures. This financing structure results in a higher
rating on the bonds and a lower cost of debt, while the Department pledges fewer assets to the bond
indenture than otherwise would be required. In addition, the MBS structure eliminates (i) the cost of
overcollateralization, (ii) the need to fund debt service reserves, and (iii) the costs, expenses, and
losses typically associated with whole loans.

Each agency (Ginnie Mae, Fannie Mae, and Freddie Mac) has specific mortgagor eligibility
requirements for mortgage loans that are securitized into an MBS. While the definition of subprime
has changed over time (particularly since the events of 2008), subprime loans generally are not eligible
for securitization. As such, the Department would have to maintain those loans as whole loans. As
detailed in the previous paragraph, there are significant economic reasons for the Department to
maintain its MBS financing structure as it allows the Department to assist the maximum amount of
low and moderate income homebuyers in the most efficient manner without incurring unnecessary
credit risk. The cost of foregoing these efficiencies to accommodate the introduction of a significant
number of low rated whole loans would be impractical and could damage the financial condition of
the Department.

Master Servicers have minimum credit requirements. The Department uses a Master Servicer to

purchase, pool, and service mortgage loans originated through its single family mortgage programs.
The Master Servicer typically has minimum credit requirements for eligible borrowers. The
Department’s Master Servicer, Idaho Housing and Finance Authority (“IHFA”), has a minimum FICO
score requirement of 620. Therefore, the Department cannot originate loans for credits below 620
FICO due to the Master Servicer’s credit requirements.

The 40% set-aside requirement creates significant interest rate risk in the form of rate buy-down

and/or unexpended proceeds call risk. Because the bond rate is set at closing, the Department is
subject to interest rate risk on set-aside amounts. If the market interest rate for mortgage loans drops,
the Department’s mortgage rate may be unattractive. For short periods of time or for relatively small
amounts, this is manageable; however, a 40% set-aside could be quite costly. The Department would
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4)

be faced with a choice: a) contribute its own funds to “buy down” the mortgage rate, or b) invoke a
non-origination call on the bonds, potentially damaging the Department’s reputation among bond
purchasers and possibly increasing its borrowing cost in the future. Once again, compliance with
Section 2306.142(l) is not feasible and could damage the financial condition of the Department.

Excessive cost of negative arbitrage to meet the 40% set aside requirement. Negative arbitrage is the

cost that results when the interest rate paid on the bonds exceeds the interest rate earned on bond
proceeds. When bond proceeds are required to be set aside, the required amount is deposited and
invested until used; concurrently, the bonds accrue and pay interest at a higher rate than that earned
on the set-aside amounts. For the last ten years or so, interest rates on 30-year housing bonds have
greatly exceeded the short-term investment rates at which bond proceeds can be invested.

However, a financing structure with no set-aside requirements can, and has been, implemented by
the Department resulting in significant savings related to negative arbitrage. When the requirements
of Section 2306.142(l) are waived, the Department is able to originate and pool mortgage loans in
advance of the bond issuance and can purchase the resulting MBS using bond proceeds at the closing
of the bond issue. This eliminates negative arbitrage associated with that portion of loans purchased
when the bonds are issued.

While a small amount of negative arbitrage might be absorbed by a financing structure, the amount
of negative arbitrage associated with setting aside 40% of the bond proceeds would be cost
prohibitive. The Department could be forced to make an outright donation to the structure (as
opposed to a contribution that could be recouped). For example, the Department would need to set-
aside more than $240 million in loans annually to fulfill a 40% set aside requirement on $600 million
total loan volume. The cost of “negative arbitrage” associated with reserving $180 million of loans
annually (40% of $600 million) could exceed $12.0 million per year in the current market. The negative
arbitrage cost would be significantly higher if the Department issued taxable bonds. Historically, the
vast majority of funds set aside for targeted areas (required by the IRS to meet tax law) and similar
requirements are not used, remain idle, and incur negative arbitrage for the entire one-year set-aside
period.

If the Department chose to fund the negative arbitrage by increasing the rate charged to the
homebuyers, the resulting rate would be (i) too high to be attractive, making origination unlikely and
exacerbating the cost of the negative arbitrage, and (ii) too high to comply with Internal Revenue
Service requirements related to the permissible spread between bond yield and mortgage yield for tax
exempt bond issues.

Serving the Needs of Borrowers in Underserved Economic and Geographic Submarkets

The Department regularly serves borrowers in underserved economic and geographic submarkets. Through
its “to-be-announced” (or TBA) program, also known as the Taxable Mortgage Program (“TMP-79”), the
Department offers daily financing options to homebuyers throughout the State. TMP-79, which began in
October 2012, is a continuous funding program that currently serves as the Department’s primary mortgage
loan origination mechanism for single family programs. Summary highlights of TMP-79 include the following:
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« TMP-79 is currently the only statewide down payment assistance program that offers financing to
borrowers with FICO scores as low as 620 without charging a penalty at loan closing.

- Since October 2012, the Department has financed and purchased over $8 billion in first lien mortgage loans
and provided over $318.9 million in associated down payment and closing cost assistance (in the form of
a 30 year term, 0% interest, due on sale or refinance, second mortgage loans).

«  Approximately 71% of program borrowers earn less than 80% of Area Median Income (“AMI”).

+ The Department offers free online Homebuyer Education training. Since the launch in March 2016 there
have been 77,716 individuals that have completed the online training and 20,742 of those individuals
fulfilled the training in 2021. This tool educates first-time homebuyers regarding the complex process of
purchasing a home and is one of the requirements for participation in one of the Department’s single
family loan programs.

+ The Department is responsible for the Texas Statewide Homebuyer Education Program, which is offered
through third party providers. This program provides training to housing counselors with respect to the
content and techniques for providing comprehensive pre- and post-purchase homebuyer education that
is used to provide quality homebuyer education throughout the state.

Conclusion

Based on the costs and risks described above, and consistent with the conclusion reached by the Bond Review
Board (“BRB”) in granting waivers to the Department since 2002, we believe that meeting the requirements of
Section 2306.142(l) remains unfeasible.

The Department, however, continues to achieve its objectives by adapting and innovatively structuring its
programs to serve an ever-expanding borrower base of Texas homebuyers in underserved markets —economic,
credit, geographic, or otherwise. The Department’s use of MBS to secure its bonds programs significantly
reduces the Department’s risk and borrowing cost. Therefore, the Department expects to continue to request
an annual waiver of Section 2306.142(l) from BRB each calendar year. The Department will continue to monitor
its ability to meet these requirements as it looks for ways to better serve its borrower base, which is composed
primarily of low, very low, and moderate income first-time homebuyers. The Department also will maintain
the integrity of its bond indentures and operate in a manner that is “consistent with the reasonable financial
operation of the Department”.

Use of the Report

It is expressly understood and agreed that (a) this report is provided solely for the information of and assistance
to the Texas Department of Housing and Community Affairs and the Texas Bond Review Board and is not to be
used, circulated, quoted or otherwise referred to without our written consent, and (b) this report is not
intended, and is not under any circumstances to be construed, as legal advice or as requiring us to perform
services which may constitute the practice of law. We are retained and engaged by the Department in an
expert financial capacity only. Our statements and conclusions are based in part on information provided to
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us by Department staff, and we assume that information to be materially complete, accurate and true. We
have not undertaken any responsibility or duty to independently verify that information, and this report is not
intended to and does not attest that such information is materially complete, accurate or true.

Sincerely,

Bioiter) (bt

Barton Withrow
Director
Stifel Public Finance
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action on Resolution No. 23-002 approving Assignment
Agreement relating to Private Activity Bond Authority, and containing other provisions relating to the
subject

RECOMMENDED ACTION

Adopt attached resolution.
BACKGROUND

Chapter 394 of the Local Government Code provides for the establishment of local housing finance
corporations (HFCs) for, among other things, the issuance of single family mortgage revenue bonds
(SFMRBs) or mortgage credit certificates (MCCs). Federal tax law limits issuance of SFMRBs or MCCs
through the allocation of volume cap. Chapter 1372 of the Texas Government Code (the Allocation Act)
sets out the rules for allocation of volume cap in Texas. Until August 6 of each year, of the total volume
cap available for single family mortgage bond purposes in Texas, approximately 33% is set-aside for the
Department, and 10% for the Texas State Affordable Housing Corporation (TSAHC), leaving
approximately 57% of the single family volume cap available for use by HFCs for the purposes of issuing
SFMRBs or MCCs. On August 7 of each year, these set-asides collapse into a single family pool, available
to the Department, TSAHC, and HFCs on a first-come, first-served, basis. On August 15, any single family
volume cap that has not been reserved by a housing issuer becomes available for reservation by any
issuer of private activity bonds for any authorized purpose.

HFCs were once very active in financing single family homeownership for low, very low, and moderate
income homebuyers. However, in recent years, it has been difficult for HFCs to successfully issue
SFMRBs or to implement MCC programs due to the combination of the up-front investment, negative
arbitrage, interest rate risk, and other factors. As such, for several years now, the single family volume
cap set-aside for HFCs has been largely unreserved.

Pursuant to Section 394.032(e) of the Local Government Code, an HFC can assign its volume cap to the
Department “. . . to act on its behalf in the financing, refinancing, acquisition, leasing, ownership,
improvement, and disposal of home mortgages or residential developments, within and outside the
jurisdiction of the housing finance corporation, including its authority to issue bonds for those
purposes.”

The Department and Harris County Housing Finance Corporation (HCHFC) are proposing to enter into an
Assignment Agreement substantially in the form attached to the resolution by which HCHFC will assign
$55,217,249 of volume cap to the Department (which was reserved by HCHFC at the August 7 collapse),
to originate, on the HCHFC’s behalf, mortgage loans through the Department’s My First Texas Home
Program that are either financed by one or more of the Department’s SFMRB issues or originated in
combination with an MCC.




This is the second Assignment Agreement between the Department and HCHFC. The first agreement,
signed in August 2020, for the amount of $51 million is 88% utilized as of September 30, 2022.

Approval of the Assignment Agreement benefits the HCHFC and the Department. The HCHFC will
benefit economically through an ongoing fee received against loans originated, on their behalf, within
their jurisdiction. More importantly, the HCHFC can actively and meaningfully participate in financing
affordable housing for single family activity. The Department and HCHFC have indicated a desire to
jointly market the program, including the coordination of outreach efforts to increase participation by
low and moderate income homebuyers in HCHFC's jurisdiction. The Assignment Agreement benefits the
Department by leveraging existing volume cap, which will assist the Department in maintaining current
bond and MCC issuance levels in an environment where volume cap is becoming increasingly scarce.
Ultimately, the benefit flows through to low, very low, and moderate income homebuyers in Texas that
are able to access affordable financing options.



RESOLUTION NO. 23-002

RESOLUTION APPROVING ASSIGNMENT AGREEMENT RELATING TO PRIVATE
ACTIVITY BOND AUTHORITY; AND CONTAINING OTHER PROVISIONS RELATING
TO THE SUBJECT

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

WHEREAS, pursuant to Section 394.032(e), Texas Local Government Code and a
resolution of the Board of Directors of the Harris County Housing Finance Corporation (the
“HFC”), the HFC has determined to delegate to the Department the authority to act on its
behalf in the financing, refinancing, acquisition, leasing, ownership, improvement, and disposal
of home mortgages or residential developments, within and outside the jurisdiction of the HFC,
including its authority to issue bonds for those purposes; and

WHEREAS, in connection with such delegation, Section 1372.044, Texas Government
Code, authorizes the HFC to assign to the Department a reservation of a portion of the “State
ceiling” as defined in Chapter 1372, Texas Government Code (the “Allocation Act”); and

WHEREAS, pursuant to the Act and the Allocation Act, the Governing Board of the
Department (the “Board”) desires to approve an Assignment Agreement with the HFC in
substantially the form attached as Exhibit A (the “Assignment Agreement”); and

WHEREAS, the Board has examined the proposed form of the Assignment Agreement
(which is attached to and comprises a part of this Resolution); has found the form and
substance of such document to be satisfactory and proper and the recitals contained therein to
be true, correct and complete; and has determined, subject to the conditions set forth in Article
1, to authorize the execution and delivery of the Assignment Agreement and the taking of such
other actions as may be necessary or convenient in connection therewith;

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

ARTICLE 1

APPROVAL OF DOCUMENTS AND CERTAIN ACTIONS

Section 1.1  Approval, Execution and Delivery of Assignment Agreement. The
Assignment Agreement, in substantially the form presented at this meeting and attached
hereto as Exhibit A, is hereby approved and adopted by the Department, and the Authorized
Representatives of the Department named in this Resolution are each hereby authorized and
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empowered to execute and deliver the Assignment Agreement on behalf of the Department,
with such changes as may be approved by the Authorized Representative executing the same,
such approval to be evidenced by such Authorized Representative’s execution thereof.

Section 1.2  Taking of Any Action; Execution and Delivery of Other Documents. That
the Authorized Representatives are each hereby authorized to take any actions and to execute,
attest and affix the Department’s seal to, and to deliver to the appropriate parties, all such
other agreements, commitments, assignments, bonds, certificates, contracts, documents,
instruments, releases, financing statements, letters of instruction, notices of acceptance,
written requests and other papers, whether or not mentioned herein, as they or any of them
consider to be necessary or convenient to carry out or assist in carrying out the purposes of this
Resolution.

Section 1.3  Power to Revise Form of Documents. That, notwithstanding any other
provision of this Resolution, the Authorized Representatives are each hereby authorized to
make or approve such revisions in the form of the documents attached hereto as exhibits as, in
the judgment of such Authorized Representative, and in the opinion of Bracewell LLP, Bond
Counsel to the Department, may be necessary or convenient to carry out or assist in carrying
out the purposes of this Resolution, such approval to be evidenced by the execution of such
documents by the Authorized Representatives.

Section 1.4  Exhibits Incorporated Herein. That all of the terms and provisions of each
of the documents listed below as an exhibit shall be and are hereby incorporated into and
made a part of this Resolution for all purposes:

ExhibitA - Form of Assignment Agreement

Section 1.5  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 Board, the Executive Director
of the Department, the Director of Financial Administration of the Department, the Director of
Bond Finance of the Department, the Director of Multifamily Bonds of the Department, the
Manager of Single Family Finance of the Department, and the Secretary or Assistant Secretary
to the Board. Such persons are referred to herein collectively as the “Authorized
Representatives.” Any one of the Authorized Representatives is authorized to act individually
as set forth in this Resolution.

Section 1.6  Ratifying Other Actions. That all other actions taken by the Executive
Director of the Department and the Department staff in connection with the execution of the
Assignment Agreement are hereby ratified and confirmed.

2
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ARTICLE 2

GENERAL PROVISIONS

Section 2.1  Books and Records. The Board hereby directs this Resolution to be made
a part of the Department’s books and records that are available for inspection by the general
public.

Section 2.2  Certification of the Minutes and Records. That the Secretary or Assistant
Secretary to the Board hereby is authorized to certify and authenticate minutes and other
records on behalf of the Department for the Bonds and all other Department activities.

Section 2.3 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
Section 2306.032 of the Texas Government Code regarding meetings of the Governing Board.

Section 2.4 Effective Date. This resolution shall be in full force and effect from and
upon its adoption.

PASSED AND APPROVED this 13th day of October, 2022.
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Exhibit A
Form of Assignment Agreement

[continued next page]
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ASSIGNMENT AGREEMENT

This ASSIGNMENT AGREEMENT (this “Agreement”) is made as of the day of
, 2022 by and between HARRIS COUNTY HOUSING FINANCE
CORPORATION (“HCHFC”), a Texas non-profit housing finance corporation and the TEXAS
DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS (“TDHCA”), a public and official
agency of the State of Texas.

RECITALS:

A. HCHFC has been duly created and organized pursuant to and in accordance with the
provisions of the Texas Housing Finance Corporations Act, as amended, Texas Local Government Code,
Chapter 394 (the “Act”), for the purpose of providing a means of financing the costs of residential ownership
and development that will provide decent, safe and sanitary housing for persons of low and moderate income
at prices they can afford.

B. The Act authorizes HCHFC to issue bonds for the purpose of obtaining funds to
financehome mortgage loans (or participation interests therein) for persons of low and moderate income
for homes within the geographic limits of Harris County, Texas, but currently not within the Cities of
Baytown, Deer Park, Friendswood, Houston, La Porte, League City, Missouri City, Pasadena and Pearland
(unless any of such cities assigns its authority to issue mortgage revenue bonds to the Corporation).

C. Section 103 and Section 143 of the Internal Revenue Code of 1986, as amended (the
“Code”), provide that the interest on obligations issued by or on behalf of a state or a political subdivision
thereof the proceeds of which are to be used to finance owner-occupied residences shall be excludable from
gross income of the owners thereof for federal income tax purposes if such issue meets certain requirements
set forth in Section 143 of the Code.

D. Section 146(a) of the Code requires that certain “private activity bonds” (as defined in
Section 141(a) of the Code) must come within the issuing authority’s private activity bond limit for the
applicable calendar year in order to be treated as obligations the interest on which is excludable from the
gross income of the holders thereof for federal income tax purposes.

E. The private activity bond “State ceiling” (as defined in Section 146(d) of the Code)
applicable to the State of Texas (the “State”) is subject to allocation, in the manner authorized by Section
146(e) of the Code, pursuant to Chapter 1372, Texas Government Code, as amended (the “Allocation Act”).

F. The Allocation Act requires HCHFC, in order to reserve a portion of the State ceiling for
qualified mortgage bonds and satisfy the requirements of Section 146(a) of the Code, to file an application for
reservation (an “Application for Reservation”) with the Texas Bond Review Board (the “Bond Review
Board”), stating the maximum amount of the bonds requiring an allocation, the purpose of the bonds and the
section of the Code applicable to the bonds.

G. The Allocation Act and the rules promulgated thereunder by the Bond Review Board (the
“Allocation Rules”) require that an Application for Reservation be accompanied by a copy of the certified
resolution of the issuer authorizing the filing of the Application for Reservation.

H. By resolution adopted on July 13, 2022, HCHFC authorized the filing of an Application for
Reservation with the Bond Review Board in the maximum amount of $55,217,249 with respect to qualified
mortgage bonds, and the Bond Review Board has issued or is expected to issue a reservation of “State
Ceiling” in connection with such Application for Reservation (the “Reservation”).
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L HCHFC has determined to (a) delegate to TDHCA HFC’s authority to issue bonds or
mortgage credit certificates (“MCCs”) for the purposes specified above, pursuant to Section 394.032(e) of the
Act, which provides that “a housing finance corporation may delegate to the Texas Department of Housing
and Community Affairs the authority to act on its behalf in the financing, refinancing, acquisition, leasing,
ownership, improvement, and disposal of home mortgages or residential developments, within and outside the
jurisdiction of the housing finance corporation, including its authority to issue bonds for those purposes,” and
(b) assign the Reservation to TDHCA, pursuant to Section 1372.044 of the Texas Government Code.

I HCHFC was created by the Commissioners Court of Harris County, Texas (the “Sponsor”)
pursuant to the Act.
K. As the governmental unit that created HCHFC, the Sponsor has approved the assignment of

the Reservation to TDHCA in accordance with Section 1372.044 of the Texas Government Code.

NOW THEREFORE, in consideration of the foregoing and the mutual representations, warranties,
covenants and conditions contained herein, the parties hereto hereby agree as follows:

1. Assignment. HCHFC hereby assigns, conveys and transfers to TDHCA, to the full extent
assignable under applicable law, all of HCHFC’s right, title and interest in, to and under the Reservation (the
“Assignment”), including without limitation, the right to file a carryforward designation request and to elect
to use the Reservation to issue MCCs. The Assignment is irrevocable and applies only to the Reservation for
the 2022 program year.

2. Consents. HCHFC agrees to obtain and deliver to TDHCA, such consents to the Assignment
of the Reservation as may be required.

3. Expenses. TDHCA shall be responsible for payment of all fees and expenses incurred from
and after the date of this Agreement with respect to the Reservation, including any carryforward application
fee and/or closing fees payable to the Bond Review Board; and TDHCA will pay all costs associated with the
issuance of the bonds.

4. Agreement. In exchange for the Assignment, TDHCA agrees to originate in the geographic
service area of the HCHFC (a) mortgage loans that are eligible for pooling into mortgage certificates and
purchase by the trustee for one or more series of tax-exempt bonds issued by TDHCA (“Pooled Loans”),
and/or (b) My First Texas Home Combo Loans with MCCs (“Combo Loans”, and referred to herein together
with the Pooled Loans collectively as “HCHFC Loans”), until an aggregate amount of $55,217,249 of
HCHFC Loans (accounting for the amount of Pooled Loans originated, pooled and purchased by the trustee,
and the combined total mortgage loan principal amount of the Combo Loans) have been originated or issued,
respectively. HCHFC Loans will be originated on a first-in, first-out basis. The provisions in the Term Sheet
attached hereto as Exhibit “A” are incorporated herein and supplement the provisions of this Agreement;
however, in the event of any inconsistency between the provisions of this Agreement and the Term Sheet, the
provisions of this Agreement shall supersede those of the Term Sheet.

5. Fees. TDHCA will pay an ongoing fee of 4.75 basis points (collectively, “HCHFC Fees™)
of the aggregate outstanding balance of HCHFC Loans that have been pooled into mortgage-backed securities
or for which an MCC has been issued. HCHFC Fees will be paid for a period of 10 years for each HCHFC
Loan originated under this Agreement and purchased by the trustee that is not more than 30-days delinquent
at the time an HCHFC Fee is calculated. The outstanding balance of HCHFC Loans will be reduced monthly
to reflect principal repayments and prepayments (including foreclosures of HCHFC Loans). HCHFC Fees
cease to accrue with respect to any HCHFC Loan once that HCHFC Loan has been repaid or prepaid.
HCHFC Fees will be paid annually, in accordance with payment instructions to be provided by HCHFC.
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6. Reporting. Once HCHFC Loans have been pooled into mortgage-backed securities or an
MCC has been issued, TDHCA will provide quarterly reports loan level detail with respect to the outstanding
loan balances; no personally identifiable information will be included.

7. Governing Law. This Agreement shall be governed by and enforced in accordance with
the laws of the State of Texas.

8. Severability. The invalidity, illegality or unenforceability of any provision of this
Agreement shall not affect the validity, legality or enforceability of any other provision, and all other
provisions shall remain in full force and effect.

9. Entire Agreement; Amendment and Waiver. This Agreement contains the complete and
entire understanding of the parties with respect to the matters covered herein. This Agreement may not be
amended, modified or changed, nor shall any waiver of any provision hereof be effective, except by a written
instrument signed by the party against whom enforcement of the waiver, amendment, change, or modification
is sought, and then only to the extent set forth in that instrument. No specific waiver of any of the terms of
this Agreement shall be considered as a general waiver.

10. Counterparts. This Agreement may be executed in one or more counterparts, each of
which is an original and all of which together constitute one and the same Agreement. Electronically
transmitted counterparts shall be deemed originals.

[Execution pages follow]
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IN WITNESS WHEREOF, the undersigned have duly executed and delivered this Agreement to be
effective as of the date first set forth above.

HARRIS COUNTY HOUSING FINANCE
CORPORATION

By:

Name:

Title:

TEXAS DEPARTMENT OF HOUSING AND
COMMUNITY AFFAIRS

By:

Name:

Title:




EXHIBIT A
TERM SHEET

Housing Finance Corporation Volume Cap Assignment

Issuer: Texas Department of Housing and Community Affairs (“TDHCA”)
HFC Partner: Harris County Housing Finance Corporation (“HCHFC”)
Volume Cap: $55,217,249, to be reserved by the HCHFC for subsequent assignment to

TDHCA (“Reservation™).

Assignment: TDHCA and the HCHFC will execute an Assignment Agreement to assign
the Reservation to TDHCA. The HCHFC’s Board of Directors, has approved
the Assignment.

Assignment Purpose: To be used by TDHCA to originate (a) My First Texas Home Bond Loans
that are eligible for pooling into mortgage backed securities and purchased
by tax exempt bonds issued by TDHCA (“Pooled Loans”), and/or (b) My
First Texas Home Combo Loans with MCCs (“Combo Loans”, collectively
“HCHFC Loans”)

Loan Prioritization: The HCHFC Loans shall be recorded on a first in first out (“FIFO”) basis
until the equivalent of the assigned volume cap has been exhausted.

Volume Cap Utilization: Pooled Loans will be credited at par. Combo Loans will be credited in
accordance with the volume cap used to originate such loan.

HFC Fees: TDHCA will pay an ongoing fee of 4.75 basis points against the aggregate
outstanding balance of HCHFC Loans that have been pooled into mortgage
backed securities or for which an MCC has been issued.

The HCHFC Fees will be paid for a period of ten years for each loan
originated under the Assignment Agreement that is not more than 30-days
delinquent at the time the Pooled Loan Fee is calculated. The outstanding
balance will be reduced monthly to reflect principal repayments and
prepayments (including foreclosures). HCHFC Fees cease to accrue with
respect to any HCHFC Loan once that loan has been repaid or prepaid.

HCHFC Fees will be paid annually, in accordance with payment instructions
to be provided by the HCHFC.

Related Costs: TDHCA shall be responsible for payment of all fees and expenses incurred
from and after the date of the Assignment Agreement with respect to the
Reservation, including any carryforward application fee and/or closing fees
payable to the Bond Review Board; and will pay all costs associated with the
issuance of the bonds.
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Reporting: Once HCHFC Loans have been pooled into mortgage-backed securities or an
MCC has been issued, TDHCA will provide quarterly loan level detail with
respect to the outstanding loan balances; no personally identifiable
information will be included.

Mortgage Loan Program

While TDHCA may originate more than $55,217,249 million in loans within the HCHFC’s jurisdiction, the
maximum amount of HCHFC Loans is limited to the volume cap assigned, in this case, $55,217,249 million.

Loans originated through a bond issue include FHA, VA, and USDA loans (no conventional loans). All loans
must have a term of 30 years.






BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action on multiple requests for return and reallocation of tax
credits under 10 TAC §11.6(5) related to Credit Returns Resulting from Force Majeure Events for
Applications awarded in the 2020 and 2021 competitive 9% tax credit rounds

20200 Lofts at Temple Medical District
21130 Sun Pointe
RECOMMENDED ACTION

WHEREAS, the above listed Developments were awarded 9% housing tax credits during
the 2020 and 2021 competitive Application rounds;

WHEREAS, staff executed Carryover Allocation Agreements with the Development
Owners, which included certifications from the Development Owners that each building
for which the allocations were made in 2020 and 2021 would be placed in service by
December 31, 2022 and December 31, 2023, respectively;

WHEREAS, the Department received requests from the Development Owners to extend
the placed-in-service deadline under the provisions of 10 TAC §11.6(5) related to Credit
Returns Resulting from Force Majeure Events;

WHEREAS, other than in situations covered by force majeure, the Department lacks
authority to extend federal deadlines for placement in service; and

WHEREAS, the Development Owners have presented evidence that relief under force
majeure is appropriate;

NOW, therefore, it is hereby

RESOLVED, the requests for treatment under an application of the force majeure rule are
approved, with the 2020 Qualified Allocation Plan and Uniform Multifamily Rules
applicable to the Development awarded in 2020, the 2021 Qualified Allocation Plan and
Uniform Multifamily Rules applicable to the Development awarded in 2021, and the 2022
Program Calendar applicable to the Developments.
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BACKGROUND

Awards of Competitive (9%) Housing Tax Credits were approved by the Board for the above-listed
Developmentsin 2020 and 2021. Staff executed Carryover Allocation Agreements with the Development
Owners that included a certification from the Development Owners that documentation for the 10%
Test would be submitted by a set date, and in order to satisfy the requirements of §42 of the Internal
Revenue Code, each building for which the allocations were made in 2020 and 2021 would be placed in
service by December 31, 2022, and December 31, 2023, respectively. The Department received requests
from the Development Owners to extend the placement in service deadline under the provisions of 10
TAC §11.6(5) related to Credits Returns Resulting from Force Majeure Events. Staff determined that an
extension of the 10% Test deadline was appropriate under these circumstances.

Per 10 TAC §11.6(5) of the Qualified Allocation Plan (QAP), related to Credits Returns Resulting from
Force Majeure Events, a Development Owner is allowed to return issued credits within three years of
award, and have those credits re-allocated to the Development outside of the usual regional allocation
system if all of the requirements of the subsection are met. Per 10 TAC §11.6(5), the Department’s
Governing Board may approve the execution of a current program year Carryover Allocation Agreement
regarding the returned credits with the Development Owner that returned such credits only if:

(A) The credits were returned as a result of "Force Majeure" events that occurred before
issuance of Forms 8609. Force Majeure events are the following sudden and unforeseen
circumstances outside the control of the Development Owner: acts of God such as fire,
tornado, flooding, significant and unusual rainfall or subfreezing temperatures, or loss of
access to necessary water or utilities as a direct result of significant weather events;
explosion; vandalism; orders or acts of military authority; unrelated party litigation;
changes in law, rules, or regulations; national emergency or insurrection; riot; acts of
terrorism; supplier failures; or materials or labor shortages. If a Force Majeure event is
also a presidentially declared disaster, the Department may treat the matter under the
applicable federal provisions. Force Majeure events must make construction activity
impossible or materially impede its progress.

The Development Owners have communicated to staff that rising construction costs, labor shortages,
supply chain issues, inflation and interest rate increases have impacted the construction timelines.

Staff has determined there is sufficient evidence of “sudden and unforeseen circumstances outside the
control of the Development Owner . . . [regarding] supplier failures; or materials or labor shortages,” as
described in 10 TAC §11.6(5), for the Department to treat the Developments under an application of the
force majeure rule. If the Board approves the request to consider these force majeure events, the
Development Owners will return the awarded credits, and execution of a 2022 Carryover Allocation
Agreement will result in a new award and a new placed-in-service deadline of December 31, 2024, for
the Developments, with a new 10% Test deadline of July 1, 2023. The 2020 Qualified Allocation Plan and
Uniform Multifamily Rules will be applicable to the Development awarded in 2020, and the 2021
Qualified Allocation Plan and Uniform Multifamily Rules will be applicable to the Development awarded
in 2021 for the purposes of the force majeure event.
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If the Board denies the requests regarding the force majeure events, the date by which the denied
Developments must be placed in service will remain as previously agreed. Because the Development
Owners have anticipated not meeting the placed in service deadline, the credits are expected to be
returned. If the Development Owners return the credits outside of a force majeure event, the credits
would first be made available in the subregions from which they were originally awarded, pursuant to
10 TAC §11.6(2), related to returned credits. If there are pending Applications on the 2022 or 2023
(depending on when the credits are returned) waiting list from the relevant subregions, the next
Application would be awarded, assuming there are enough credits to make the award. If there are not
enough credits in the subregion to make an award, the credits will go into the statewide collapse and
contribute the next award.

Staff recommends the Board approve the requests for treatment under an application of the force
majeure rule for the Developments. Approval of this request does not change any federal or state
deadlines for Multifamily Contracts or Loans.
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VIA EMAIL DELIVERY

Cody Campbell

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

Austin, Texas 78701-2410

Re: Lofts at Temple Medical District (the "Property")
TDHCA File No. 21511/20200

Mr Campbell:

We, Temple MD 20, LP (“Owner”), received a commitment of low-income housing tax credits (“Tax Credits”) in the 2020 9%
competitive cycle. The Property will be funded with equity from the Tax Credits, conventional debt, and HOME/NHT funds from
TDHCA. Like its peers, Owner has faced a variety of challenges with the volatility in construction costs and labor markets.
Compounding those issues was the constant flux of capital markets necessitating the Owner to add more market rate units to
the development and redesign many aspects to value engineer the project. This project has been through re-underwriting at
TDHCA numerous times to finalize the HOME/NHT funds to allow this development to move forward.

Relief Sought

Owner’s syndicator, Hunt Capital Partners, requires a three-month cushion in the construction schedule. All of the factors listed
above have delayed Owner from closing its financing. Owner has run out of time to proceed with its normal construction
schedule and a 3-month cushion. Owner has no choice but to submit this request to return the Tax Credits and that TDHCA
reallocate the Tax Credits in the current year pursuant to the "Force Majeure" provisions in Section 11.6(5) of the 2021
Qualified Allocation Plan (the "QAP").

Factors for Consideration

In accordance with Section 11.6(5) of the QAP, we believe Owner meets TDHCA's
requirements for the relief sought, in that:

1. Owner has endeavored to mitigate the delays by acquiring the land and expending
additional funds to speed up construction.

2. Owner is working with TDHCA on HOME/NHT funding.

3. Owner believes there is a reasonable likelihood that it will not be able to meet the
placement in service deadline because of the delays experienced in the labor and construction supply market.

4. The Property continues to be financially viable.
We believe Owner has satisfied TDHCA's requirements for a reallocation of Tax Credits under Section 11.6(5) of the QAP and

requests that this matter be considered at the next available Board meeting with a recommendation for approval. If additional
information is required, please feel free to contact us.

Thank you,

Jessica Krochtengel
Managing Member
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EP SUN POINTE, LP

September 6, 2022

Bobby Wilkinson, Executive Director

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

Austin, TX 78701

RE: #21130; Sun Pointe, El Paso, Texas;
Request for Force Majeure Exchange of Tax Credits.

Dear Mr. Wilkinson:

EP Sun Pointe, LP (“Owner”) is the Applicant and future owner of the proposed Sun Pointe
Apartments, a 146-unit, 100% low-income housing 9% tax credit acquisition/rehab apartment
complex under development in El Paso, Texas (“the “Project”). Owner is an affiliate of Housing
Opportunity Management Enterprises (“HOME” - formerly, the Housing Authority of the City of
El Paso). As the result of Force Majeure delays and cost increases resulting from the Covid-19
pandemic, which has been Presidentially declared a Major Disaster, the Project is unlikely to meet
its Placement in Service deadline of December 31, 2023. Because the Covid-19 Disaster took
place prior to the filing of the Carryover Allocation Agreement for the Project, we understand that
there is no extension of the Placement in Service Deadline available under either Rev. Proc. 2014-
49 or IRS Notice 2022-05. For this reason, we are requesting that our 2021 Housing Tax Credits
with a Placement in Service Deadline of December 31, 2023 be exchanged for 2022 Housing Tax
Credits with a Placement in Service Deadline of December 31, 2024, under Section 11.6(5)(A) of
the 2022 QAP.

There are several compelling factors in support of this request. One is the well-documented
soaring lumber prices that have led to extensive cost increases that rendered the original
construction budget infeasible. In the 9% Application filed March 1, 2021, the Development Cost
Schedule showed a Total Development Cost of $15,633,851.00 (Please see Exhibit A). In
connection with the 50% Schematic Estimate Presentation dated February 28, 2022, Capstone
Building Corp. estimated the total cost of all Improvements as being $24,423,881.00 (Please see
Exhibit B). Then, as of June 10, 2022, Capstone increased the estimated total cost of all
Improvements to $25,505,613.00 in connection with the Permit Set Estimate Presentation (Please
see Exhibit C).

In addition to the cost increases, there continue to be various supply chain and labor shortage issues
related to construction of Projects of this type in the El Paso area. The supply chain and labor
issues have had to be factored into the timetable for commencement and completion of
construction. The Project is now projected to close on its construction and equity financing in
October 2022. With a 15-month construction schedule, this makes very tight timing for meeting
the Placement in Service Deadline of December 31, 2023. This is especially concerning because
(at this time) there is no availability of a federal extension based upon a major disaster.
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EP SUN POINTE, LP

We believe that the Project qualifies for a Force Majeure Exchange of Tax Credits. The Project
has not yet closed on its construction and equity financing because of the unforeseen circumstance
of escalating prices for construction materials that were outside of the Owner’s control, without
any willful negligence or acts of the Owner or any other Related Party. The increased prices
resulting from the Pandemic were directly responsible for the cost increases that resulted in delays
in arriving at a financially feasible version of the Project. Other factors contributing to supply
chain disruptions, labor shortages, and timeliness/processing challenges are also caused by the
Pandemic and are not within the Owner’s control. The Owner has made every effort to mitigate
the financial and scheduling problems that have been encountered.

We are requesting that an exchange of $1,230,369 in 2022 Tax Credits be made for the $1,230,369
in 2021 Tax Credits that were awarded to the Project. With such an exchange the Project will
remain financially feasible, although it is noted that even with the exchange, the GP will be
required to contribute significant gap funding dollars. While the GP continues to provide this
commitment, the GP will also be pursuing other forms of gap financing.

In summary, at this time there is no federal extension of the Placement in Service Deadline
available because the Covid-19 Major Disaster was on-going at the time the Project’s Tax Credits
were awarded. Our only recourse (absent a new major disaster in the El Paso area) is to request
an exchange of 2021 Tax Credits for 2022 Tax Credits. We request such an exchange, consistent
with action recently taken by the TDHCA Board in connection with other 2021 awardees who
encountered delays and skyrocketing prices due to the Covid-19 situation.

Thank you for your consideration of our request. If any additional information is needed, please
contact Noah Freiberg at 267-386-8673 (nfreiberg@pennrose.com ), or Satish Bhaskar at 917-849-
3730 ( sbhaskar@hacep.orqg ).

Sincerely,
EP SUN POINTE, LP
By:  Paisano Sun Pointe GP, LLC, General Partner

By:  Paisano Housing Redevelopment Corporation,
Sole Member

DocuSigned by:

By: curald (iduson

uuuuuuuuuuuuuuuuuu

Gerald Cichon,
Secretary/Chief Executive Officer
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EP SUN POINTE, LP

Attachments: Exhibits A—C

cc: Cody Campbell
Rosalio Banuelos
Karen Treadway
Satish Bhaskar
Noah Freiberg
Sarah Anderson
Barry J. Palmer
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EP SUN POINTE, LP

EXHIBIT A

DEVELOPMENT COST SCHEDULE FROM 9% APPLICATION SUBMITTED
FEBRUARY 2021
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Development Cost Schedule

This Development Cost Schedule must be consistent with the Summary Sources and Uses of Funds Statement. All Applications must complete the Total Cost
column. Direct Loan Applicants should review costs ineligible for reimbursement with Direct Loan funds in 10 TAC §13.3(e), while all HTC Applicants must

complete the Eligible Basis columns and the Requested Credit calculation below:
TOTAL DEVELOPMENT SUMMARY

ACQUISITION
Site acquisition cost
Existing building acquisition cost
Closing costs & acq. legal fees
Other (specify) - see footnote 1
Other (specify) - see footnote 1
Subtotal Acquisition Cost
OFF-SITES’
Off-site concrete
Storm drains & devices
Water & fire hydrants
Off-site utilities
Sewer lateral(s)
Off-site paving
Off-site electrical
Other (specify) - see footnote 1
Other (specify) - see footnote 1
Subtotal Off-Sites Cost
SITE WORK®
Demolition
Asbestos Abatement (Demolition Only)
Detention
Rough grading
Fine grading
On-site concrete
On-site electrical
On-site paving
On-site utilities
Decorative masonry
Bumper stops, striping & signs
Dumpster Encl, Constr Fencing
Subtotal Site Work Cost
SITE AMENITIES
Landscaping
Pool and decking
Athletic court(s), playground(s)
Fencing
Mailboxes, Monument Sign
Subtotal Site Amenities Cost

Self Score Total:

Scratch Paper/Notes

ALL OFF-SITE COSTS REQUIRE
DOCUMENTATION. THOSE ENTERED IN
BASIS REQUIRE MORE
DOCUMENTATION!!!

SEE 10 TAC §11.204(8)(E)(ii).

Sport Court, Playground, Pavilion

Total Eligible Basis (If Applicable)
Cost Acquisition | New/Rehab.
1,800,000
1,700,000 1,700,000
$3,500,000 $1,700,000 S0
$0 $0 $0
168,704
373,410 373,410
59,860 59,860
352,619 352,619
111,430 111,430
71,855 71,855
$1,137,878 S0 $969,174
146,000 146,000
254,300 254,300
58,140 58,140
$458,440 S0 $458,440
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BUILDING COSTS*:

Concrete 219,000 219,000
Masonry 438,000 438,000
Metals
Woods and Plastics 1,379,700 1,379,700
Thermal and Moisture Protection 518,300 518,300
Roof Covering 1,022,000 1,022,000
Doors and Windows 601,666 601,666
Finishes 2,117,000 2,117,000
Specialties 69,350 69,350
Equipment 12,410 12,410
Furnishings 744,600 744,600
Special Construction
Conveying Systems (Elevators)
Mechanical (HVAC; Plumbing) 1,595,780 1,595,780
Electrical 1,168,000 1,168,000
Individually itemize costs below:
Detached Community Facilities/Building
Carports and/or Garages
Lead-Based Paint Abatement
Asbestos Abatement (Rehabilitation Only) 146,000
Structured Parking
Commercial Space Costs
Select Demo/Tools/Equipment/Cleaning 839,062

Subtotal Building Costs $10,870,868 S0 $9,885,806

Before 11.9(e)(2)
Voluntary Eligible Building Costs (After 11.9(e)(2))* $10.65 psf
Enter amount to be used to achieve desired score.

If NOT seeking to score points under §11.9(e)(2), E77:E78 should remain BLANK. True eligible building cost should be entered in line items E33:E74. If
requesting points under §11.9(e)(2) related to Cost of Development per Square Foot, enter the true or voluntarily limited costs in E77:E78 that
produces the target cost per square foot in D77:D78. Enter Requested Score for §11.9(e)(2) at the bottom of the schedule in D202.

TOTAL BUILDING COSTS & SITE WORK | $12,467,186 so|  $11,313,420
(including site amenities)
Contingency | 10.00%| $1,246,719| | 1,131,342|
TOTAL HARD COSTS [ $13,713,905] so|  $12,444,762]
OTHER CONSTRUCTION COSTS %THC %EHC
|Genera| requirements (<6%) 6.00% 822,834 746,686 6.00%
Field supervision (within GR limit)
|Contractor overhead (<2%) 2.00% 274,278 248,895 2.00%
G & A Field (within overhead limit)
|Contractor profit (<6%) 6.00% 822,834 746,686 6.00%
TOTAL CONTRACTOR FEES $1,919,947 SO $1,742,267
TOTAL CONSTRUCTION CONTRACT | $15,633,851] so|  $14,187,029
Before 11.9(e)(2)
Voluntary Eligible "Hard Costs ter 11.9(e
Enter aeruntgto be used to achieve desired score.| »110.15 psf el O

If NOT seeking to score points under §11.9(e)(2), E96:E97 should remain BLANK. True eligible cost should be entered in line items E83 and E87:E91. If
requesting points under §11.9(e)(2) related to Cost of Development per Square Foot, enter the true or voluntarily limited costs in E96:E97 that
produces the target cost per square foot in D96:D97. Enter Requested Score for §11.9(e)(2) at the bottom of the schedule in D202.

2/27/2021
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SOFT COSTS®
Architectural - Design fees
Architectural - Supervision fees
Engineering fees
Real estate attorney/other legal fees
Accounting fees
Impact Fees
Building permits & related costs
Appraisal
Market analysis
Environmental assessment
Soils report
Survey
Marketing
Hazard & liability insurance
Real property taxes
Personal property taxes
Tenant Relocation
FFE
Energy / Accessibility Reviews
Site Security System

Subtotal Soft Cost
FINANCING:
CONSTRUCTION LOAN(S)?
Interest
Loan origination fees
Title & recording fees
Closing costs & legal fees
Inspection fees
Credit Report
Discount Points
Third Party Fees

PERMANENT LOAN(S)

Loan origination fees

Title & recording fees

Closing costs & legal

Bond premium

Credit report

Discount points

Credit enhancement fees
Prepaid MIP

Application Fees

Conversion Fee

BRIDGE LOAN(S)

Interest

Loan origination fees

Title & recording fees

Closing costs & legal fees
Other (specify) - see footnote 1
Other (specify) - see footnote 1

Not in Construction Contract

285,600 285,600
35,000 35,000
300,700 300,700
400,000 200,000
50,000 35,000
25,000 25,000
144,978 144,978
8,500 8,500
7,000 7,000
20,100 20,100
20,000 20,000
20,000 20,000
104,316 104,316
75,000 75,000
32,120 32,120
90,000 90,000
$1,618,314 $0 $1,403,314
777,258 518,172
116,000 116,000
102,500 102,500
45,000 45,000
27,500 27,500
116,000
20,000
50,000
3,672
20,000
530,000 530,000
37,500 37,500
20,000 20,000

2/27/2021
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OTHER FINANCING COSTS?

Tax credit fees 54,380

Tax and/or bond counsel

Payment bonds

Performance bonds 148,560

148,560

Credit enhancement fees

Mortgage insurance premiums

Cost of underwriting & issuance

Syndication organizational cost 50,000

Tax opinion

Refinance (existing loan payoff amt)

Other (specify) - see footnote 1

Other (specify) - see footnote 1

Subtotal Financing Cost $2,118,370

S0

$1,545,232

DEVELOPER FEES?

Housing consultant fees® 167,500

167,500

General & administrative

Profit or fee 2,848,208

2,657,836

BREAKDOWN MUST BE PROVIDED

Subtotal Developer Fees| 15.00% $3,015,708

$0

$2,825,336

15.00%

RESERVES

Rent-up - new funds 50,000

Rent-up - existing reserves*
Operating - new funds 634,961

Operating - existing reserves*

Replacement - new funds

Replacement - existing reserves*

Escrows - new funds

Escrows - existing reserves*

Subtotal Reserves $684,961

so|

$0

*Any existing reserve amounts should
be listed on the Schedule of Sources.

TOTAL HOUSING DEVELOPMENT COSTS’ | $26,571,203]

$1,700,000|

$19,960,911

The following calculations are for HTC Applications only.
Deduct From Basis:

Federal grants used to finance costs in Eligible Basis

Non-qualified non-recourse financing

Non-qualified portion of higher quality units §42(d)(5)

Historic Credits (residential portion only)

Total Eligible Basis

$1,700,000

$19,960,911

**High Cost Area Adjustment (100% or 130%)

130%

Total Adjusted Basis

$1,700,000

$25,949,184

Applicable Fraction

100%

100%

Total Qualified Basis | $27,649,184

$1,700,000

$25,949,184

Applicable Percentage6

4.00%

9.00%

Credits Supported by Eligible Basis $2,403,427

$68,000

$2,335,427

Credit Request (from 17.Development Narrative) | $ 1,230,369

Requested Score for 11.9(e)(2)

12

*11.9(c)(2) Cost Per Square Foot: DO NOT ROUND! Applicants are advised to ensure that the figure
is not rounding down to the maximum dollar figure to support the elected points.

Name of contact for Cost Estimate: Noah Freiberg, Pennrose, LLC

Phone Number for Contact: 267-386-8673

If a revised form is submitted, date of submission:

2/27/2021
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SUN POINTE APARTMENTS
El Paso, TX

50% SCHEMATIC ESTIMATE PRESENTATION
February 28, 2022

Presented to

Housing Authority of the City of El Paso
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Contractor's and/or Mortgagor's
Cost Breakdown
Schedule of Values

U.S. Department of Housing
and Urban Development
Office of Housing

Federal Housing Commissioner

OMB No. 2502-0044 (exp. 06/30/2016)

Public reporting burden for this collection of information is estimated to average 4 hours per response, including the time for reviewing instructions, searching existing

data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This information is required to obtain benefits.
HUD may not collect this information, and you are not required to complete this form, unless it displays a currently valid OMB Control Number.

Section 227 of the National Housing Act (Section 126 of the Housing Act of 1954, Public Law 560, 12 U.S.C., 1715r), authorizes the collection of this information. The
information is required for a general contractor when an identity of interest exists between the general contractor and the mortgagor or when the mortgagor is a non-

profit entity and a cost plus contract has been used. The information is used by HUD to facilitate the advances of mortgage proceeds and their monitoring.

Privacy Act Notice. The United States Department of Housing and Urban Development, Federal Housing Administration, is authorized to solicit the information

requested in this form by virture of Title 12, Unites States Code, Section 1701 et seq., and regulations promulgated thereunder at Title 12, Code of Federal Regulations.
While no assurances of confidentiality is pledged to respondents, HUD generally discloses this data only in response to a Freedom of Information request.

Date: Sponsor
2/28/2022 Housing Authority of El Paso
Project No: Building Identification:
TBD Master - 2328
Name of Project: Location:
Sun Pointe Apartments El Paso, Texas
This form represents the Contractor's and/or Mortgagors firm costs and services as a basis for dispursing dollar amounts when insured
advances are requested. Detailed instructions for completing this form are included on the reverse side.
Line | Div. Trade Item Cost Trade Description
1 3 |Concrete $ 331,861.00 |Concrete Patching & Gypcrete
2 4 [Masonry $ 224,398.00 |Masonry Veneer
3 5 |Metals $ - |Not Applicable
4 6 |Rough Carpentry $ 3,763,666.00 |Rough Carpentry & Fiber Cement Siding
5 6 |Finish Carpentry $ 542,580.00 |Finish Carpentry & Installation of Trims, Doors and Specialties
6 7 |Waterproofing $ 74,800.00 |Ext. Sealant
7 7 |Insulation $ 389,424.00 |Building Insulation
8 7 |Roofing $ 1,156,693.00 | TPO Roofing
9 7 |Sheet Metal $ 102,241.00 |Assoc. Roofing & Siding Flashings
10 8 |Doors $ 1,049,886.00 |Frames, Doors (Exterior & Interior) & Hardware
11 8 |windows $ 263,051.00 [Vinyl Windows
12 8 |Glass $ 24,030.00 |Mirrors
13 9 |Lath and Plaster $ - |Not Applicable
14 9 |Drywall $ 1,238,216.00 |Drywall
15 9 |Tile Work $ 205,755.00 |Floor Tile
16 9 |Acoustical $ - |Not Applicable
17 9 |Wood Flooring $ - |Not Applicable
18 9 |Resilient Flooring $ 1,097,302.00 |Flooring
19 9 |Painting and Decorating $ 679,106.00 |Caulking & Painting
20 10 |Specialties $ 190,237.00 |Fire Ext., Signs & Bath Access.
21 11 |Special Equipment $ - |Not Applicable
22 11 |Cabinets $ 677,293.00 |Cabinets, PLAM Tops, & Cultered Marble Vanity Tops
23 11 |Appliances $ 255,973.00 |Kitchen Equipment
24 12 |Blinds and Shades, Artwork $ 54,072.00 |2" Blinds
25 12 |Carpets $ - |Included in Flooring
26 13 |Special Construction $ 405,665.00 |Canopies
27 14 |Elevators $ - |Not Applicable
28 15 |Plumbing and Hot Water $ 965,850.00 |Plumbing System, included Fixtures
29 15 |Heat and Ventilation $ - |Included in Air Conditioning Cost
30 15 |Air Conditioning $ 1,233,633.00 |Central Heating & Air Conditioning
31 16 |Electrical $ 1,695,575.00 |Electrical Systems, including Fixtures, Security System & CCTV
32 Subtotal (Structures) $ 16,621,307.00 |Structures Subtotal
33 Accessory Structures $ - |Not Applicable
34 Total (Lines 32 and 33) $ 16,621,307.00 |Structures Total

Previous edition is obsolete Page 10of 3

form HUD-2328 (5/95)
ref. Handbook 4450.1 & 4460.1
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Line | Div. Trade Item Cost Trade Description

35 2 |Earthwork $ 3,079,984.00 [Demolition, Abestos Abatement, Grading & Termite Treatment

36 2 |Site Utilities $ 293,662.00 [Storm Drainage, Water & Sewer Laterals, Electrical Conduits

37 2 |Roads and Walks $ 429,854.00 |Curbs, Asphalt Paving, Concrete Paving & Sidewalks

38 2 |Site Improvements $ 373,128.00 |Fences, Dumpster Enclosures, Site Furnishings & ID Sign

39 2 |Lawns and Planting $ 292,000.00 [Sod, Shrubs, Trees & Mulching

40 2 |Unusual Site Conditions $ - | Nonresidential and Special Exterior Land Improvement Offsite Costs

41 Total Land Improvements $ 4,468,628.00 (costs included in trade item breakdown) (costs not included in trade item breakdown)

42 Total Struct. & Land Imprvts. $ 21,089,935.00 Description Est. Cost * Description Est. Cost *

43 1 |General Requirements $ 1,071,216.00 $ - |None $ -

44 Subtotal (Lines 42 and 43) $ 22,161,151.00 $ - $ -

45 Builder's Overhead $ 421,798.00 $ - $ -

46 Builder's Profit $ 1,265,395.00 Total $ - $ -

47 Subtotal (Lines 44 thru 46) $ 23,848,344.00 Other Fees Total: | $ -

48 Description Cost * Demolition

49 Other Fees $ 381,358.00 |Building Permits $ 244,239.00 (costs not included in trade item breakdown)

50 Bond Premium $ 194,179.00 |Cost Certification $ 15,000.00 Description Est. Cost *

51 Total for All Improvements $ 24,423,881.00 (Builder's Risk Insurance $ 122,119.00 [None $ -

52 Builder's Profit Paid by Means Other $ - $ -
Than Cash $ - $ - $ -

53 Total for All Improvements Less Line $ - $ -
52 $ 24,423,881.00 Total $  381,358.00 Total: | $ -

| herebx certifx that all the information state herein, as well as any informatiorf provided in the accompaniement herewith, is true and accurate.

Warning: HUD will prosecute false claims and statements. Conviction may result in criminal and/or civil penalties (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729,3802)

Mortgagor: By: Date:
Contractor: By: Date:
Capstone Building Corp. Michael W Hendrickson 2/28/2022

FHA: (Processing Analyst) Date

FHA (Chief, Cost Branch or Cost Analyst) Date:

FHA: (Chief Underwriter)

Date:

Instructions for Completing Form HUD-2328

This form is prepared by the contractor and/or mortgagor as a requirement for the issuance of a firm commitment. The firm replacement
cost of the project also serves as a basis for the disbursement of dollar amounts when insured advances are requested. A detailed
breakdown of trade items is provided along with spaces to enter dollar amounts and trade descriptions.

A separate form is prepared through line 32 for each structure type. A summation of these structure costs are entered on line 32 of a master
form. Land improvements, General Requirements and Fees are completed through line 53 on the master 2328 only.

Date -- Date form was prepared.

Sponsor -- Name of sponsor or sponsoring organization.

Project No. -- Eight-digit assigned project number.

Building Identification -- Number's) or Letter's) of each building as
designated on plans.

Name of Project -- Sponsors designated name of project.

Location -- Street address, city and state.

Division -- Division numbers and trade items have been developed
from the cost accounting section of the uniform system.

Accessory Structures -- This item reflects structures, such as: com-
munity, storage, maintenance, mechanical, laundry and project office
buildings. Also included are garages and carports or other buildings.
When the amount shown on line 33 is $20,000.00 or 2% of line 32
whichever is less, a separate form HUD-2328 will be prepared
through line 32 for Accessory Structures.

Unusual Site Conditions -- This trade item reflects rock excavation,
high water table, excessive cut and fill, retaining walls, erosion, poor
drainage and other on-site conditions considered unusual.

Cost -- Enter the cost being submitted by the Contractor or bids
submitted by a qualified subcontractor for each trade item. These
costs will include, as a minimum, prevailing wage rates as determined
by the Secretary of Labor.

Trade Description -- Enter a brief description of the work included in
each trade item.

Other Fees -- Includable are fees to be paid by the Contractor, such
as sewer tap fees not included in the plumbing contract. Fees paid or
to be paid by the Mortgagor are not to be included on this form.

Total For All Improvements -- This is the sum of lines 1 through 50
and is to include the total builder's profit (line 46).

Previous edition is obsolete

Page 2 of 3

form HUD-2328 (5/95)
ref. Handbook 4450.1 & 4460.1
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CAPSTONE

BUILDING CORP

SUN POINTE APARTMENTS
El Paso, TX

PERMIT SET ESTIMATE PRESENTATION

June 10, 2022

Prepared specifically for

Housing Authority of the City of El Paso
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Contractor's and/or Mortgagor's
Cost Breakdown
Schedule of Values

U.S. Department of Housing
and Urban Development
Office of Housing

Federal Housing Commissioner

OMB No. 2502-0044 (exp. 06/30/2016)

Public reporting burden for this collection of information is estimated to average 4 hours per response, including the time for reviewing instructions, searching existing

data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This information is required to obtain benefits.
HUD may not collect this information, and you are not required to complete this form, unless it displays a currently valid OMB Control Number.

Section 227 of the National Housing Act (Section 126 of the Housing Act of 1954, Public Law 560, 12 U.S.C., 1715r), authorizes the collection of this information. The
information is required for a general contractor when an identity of interest exists between the general contractor and the mortgagor or when the mortgagor is a non-

profit entity and a cost plus contract has been used. The information is used by HUD to facilitate the advances of mortgage proceeds and their monitoring.

Privacy Act Notice. The United States Department of Housing and Urban Development, Federal Housing Administration, is authorized to solicit the information

requested in this form by virtue of Title 12, Unites States Code, Section 1701 et seq., and regulations promulgated thereunder at Title 12, Code of Federal Regulations.
While no assurances of confidentiality is pledged to respondents, HUD generally discloses this data only in response to a Freedom of Information request.

Date: Sponsor
6/10/2022 Housing Authority of El Paso
Project No: Building Identification:
TBD Master - 2328
Name of Project: Location:
) 4700 Hondo Pass
Sun Pointe Apartments
El Paso, Texas
This form represents the Contractor's and/or Mortgagors firm costs and services as a basis for dispersing dollar amounts when insured
advances are requested. Detailed instructions for completing this form are included on the reverse side.
Line | Div. Trade Item Cost Trade Description
1 3 |Concrete $ 245,075.00 |Concrete Patching & Gypcrete
2 4 [Masonry $ 198,989.00 [Masonry Veneer
3 5 |Metals $ - |Not Applicable
4 6 |Rough Carpentry $ 3,483,406.00 [Rough Carpentry & Fiber Cement Siding
5 6 |Finish Carpentry $ 542,580.00 |Finish Carpentry & Installation of Trims, Doors and Specialties
6 7 |Waterproofing $ 74,800.00 |Ext. Sealant
7 7 |Insulation $ 274,000.00 |Building Insulation
8 7 |Roofing $ 1,243,194.00 | TPO Roofing
9 7 |Sheet Metal $ 191,915.00 [Assoc. Roofing & Siding Flashings
10 8 |Doors $ 1,275,909.00 |Frames, Doors (Exterior & Interior) & Hardware
11 8 |windows $ 312,588.00 |Vinyl Windows
12 8 |Glass $ 24,030.00 |Mirrors
13 9 |Lath and Plaster $ - |Not Applicable
14 9 |Drywall $ 1,355,303.00 |Drywall
15 9 |Tile Work $ 205,755.00 |Floor Tile
16 9 |Acoustical $ - |Not Applicable
17 9 |Wood Flooring $ - |Not Applicable
18 9 |Resilient Flooring $ 1,142,112.00 |Flooring
19 9 |Painting and Decorating $ 767,636.00 |Caulking & Painting
20 10 |Specialties $ 163,831.00 |Fire Ext., Signs & Bath Access.
21 11 |Special Equipment $ - |Not Applicable
22 11 |Cabinets $ 760,218.00 |Cabinets, Granite Tops
23 11 |Appliances $ 266,586.00 |Kitchen Equipment
24 12 |Blinds and Shades, Artwork $ 77,443.00 |2" Blinds
25 12 |Carpets $ - |Included in Flooring
26 13 |Special Construction $ 526,938.00 |Canopies
27 14 |Elevators $ - |Not Applicable
28 15 |Plumbing and Hot Water $ 1,316,392.00 |Plumbing System, included Fixtures
29 15 |Heat and Ventilation $ - |Included in Air Conditioning Cost
30 15 |Air Conditioning $ 1,203,616.00 |Central Heating & Air Conditioning
31 16 |Electrical $ 1,759,879.00 |Electrical Systems, including Fixtures, Security System & CCTV
32 Subtotal (Structures) $ 17,412,195.00 |Structures Subtotal
33 Accessory Structures $ - |Not Applicable
34 Total (Lines 32 and 33) $ 17,412,195.00 (Structures Total

Previous edition is obsolete Page 10of 3

form HUD-2328 (5/95)
ref. Handbook 4450.1 & 4460.1
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Line | Div. Trade Item Cost Trade Description

35 2 |Earthwork $ 2,879,360.00 |Demolition, Asbestos Abatement, Grading & Termite Treatment

36 2 |Site Utilities $ 261,030.00 [Storm Drainage, Water & Sewer Laterals, Electrical Conduits

37 2 |Roads and Walks $ 574,221.00 [Curbs, Asphalt Paving, Concrete Paving & Sidewalks

38 2 |Site Improvements $ 269,996.00 |Fences, Dumpster Enclosures, Site Furnishings & ID Sign

39 2 |Lawns and Planting $ 739,652.00 [Sod, Shrubs, Trees & Mulching

40 2 |Unusual Site Conditions $ - | Nonresidential and Special Exterior Land Improvement Offsite Costs

41 Total Land Improvements $ 4,724,259.00 (costs included in trade item breakdown) (costs not included in trade item breakdown)

42 Total Struct. & Land Imprvts. $ 22,136,454.00 Description Est. Cost * Description Est. Cost *

43 1 |General Requirements $ 1,125,895.00 $ - |None $ -

44 Subtotal (Lines 42 and 43) $ 23,262,349.00 $ - $ -

45 Builder's Overhead $ 442,729.00 $ - $ -

46 Builder's Profit $ 1,328,187.00 Total $ - $ -

47 Subtotal (Lines 44 thru 46) $ 25,033,265.00 Other Fees Total: | $ -

48 Description Cost * Demolition

49 Other Fees $ 270,056.00 |Building Permits $ 255,056.00 (costs not included in trade item breakdown)

50 Bond Premium $ 202,292.00 |Cost Certification $ 15,000.00 Description Est. Cost *

51 Total for All Improvements $ 25,505,613.00 |Builder's Risk Insurance $ - |None $ -

52 Builder's Profit Paid by Means Other $ - $ -
Thaon Coch : $ _ $ _

53 Total for All Improvements Less Line $ - $ -
52 $ 25,505,613.00 Total $  270,056.00 Total: | $ -

| hereby certify that all the information state herein, as well as any informati

—
Warnlng: HUD wi prosecufe alse claims and sfafemenfs. COI’IVICEIOI’I may

n provided in the accompaniment herewith, is true and accurate.
esult in criminal and/or civil penalties (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729,3802)

Mortgagor: By: Date:
Contractor: By: Date:
Capstone Building Corp. Michael W Hendrickson 6/10/2022
FHA: (Processing Analyst) Date FHA (Chief, Cost Branch or Cost Analyst) Date:
FHA: (Chief Underwriter) Date:

Instructions for Completing Form HUD-2328

This form is prepared by the contractor and/or mortgagor as a requirement for the issuance of a firm commitment. The firm replacement
cost of the project also serves as a basis for the disbursement of dollar amounts when insured advances are requested. A detailed
breakdown of trade items is provided along with spaces to enter dollar amounts and trade descriptions.

A separate form is prepared through line 32 for each structure type. A summation of these structure costs are entered on line 32 of a master
form. Land improvements, General Requirements and Fees are completed through line 53 on the master 2328 only.

Date -- Date form was prepared.

Sponsor -- Name of sponsor or sponsoring organization.

Project No. -- Eight-digit assigned project number.

Building Identification -- Number's) or Letter's) of each building as
designated on plans.

Name of Project -- Sponsors designated name of project.
Location -- Street address, city and state.

Division -- Division numbers and trade items have been developed
from the cost accounting section of the uniform system.

Unusual Site Conditions -- This trade item reflects rock excavation,
high water table, excessive cut and fill, retaining walls, erosion, poor
drainage and other on-site conditions considered unusual.

Cost -- Enter the cost being submitted by the Contractor or bids
submitted by a qualified subcontractor for each trade item. These
costs will include, as a minimum, prevailing wage rates as determined
by the Secretary of Labor.

Trade Description -- Enter a brief description of the work included in
each trade item.

Accessory Structures -- This item reflects structures, such as: com-
munity, storage, maintenance, mechanical, laundry and project office
buildings. Also included are garages and carports or other buildings.
When the amount shown on line 33 is $20,000.00 or 2% of line 32
whichever is less, a separate form HUD-2328 will be prepared
through line 32 for Accessory Structures.

Other Fees -- Includable are fees to be paid by the Contractor, such
as sewer tap fees not included in the plumbing contract. Fees paid or

to be paid by the Mortgagor are not to be included on this form.
Total For All Improvements -- This is the sum of lines 1 through 50

and is to include the total builder's profit (line 46).

Previous edition is obsolete

Page 2 of 3

form HUD-2328 (5/95)
ref. Handbook 4450.1 & 4460.1
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TDHCA Outreach and Media Analysis,
August 2022

A compilation of TDHCA media analysis designed to enhance the awareness of TDHCA programs and
services among key stakeholder groups and the general public, and outreach activities, such as
trainings and webinars. The following is an analysis of print and broadcast news, and social media
reporting for the time period of August 1 through August 31, 2022 (news articles that specifically
mentioned the Department, Texas Rent Relief Program, Texas Homeowner Assistance and/or Texas
Utility Help).

Total number of articles referencing TDHCA, TRR, TXHAF, TUH: 101
Breakdown by Medium:*

* Print: 11 (Editorials/Columnists = 0)

= Broadcast: 19

= Trade, Government or Internet-Based Publications: 71

Figure 1 News Tone
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Figure 2 News Topic
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1 Broadcast numbers may represent instances in which TDHCA was referenced on a television or radio station’s
website, rather than in a specific broadcast news segment



Figure 3 Media Market
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Summary:

Reporting on activities by the news media totaled 101 references in August 2022. TDHCA’s Texas Rent
Relief and Texas Utility Help programs dominated the news cycle. Articles related to TDHCA’s 2022 9%
HTC awards made up the positive news coverage for the month.

For comparison purposes, the August 2022 news mentions were fewer than in August 2021 (268
mentions related to TRR), but outpaced news mentions from the same timeframe in 2020.

The following table illustrates the number of news mentions during each month or quarter of 2022
compared to 2021.

TDHCA News Trends

4th Quarter (Oct) I —

2nd Quarter (Apr) —
1st Quarter (Jan) F
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Social media:

Through August 2022, TDHCA has over 3,300 followers to its Twitter account and 6,700 followers to its
Facebook account. TDHCA’s YouTube channel had more than 5,200 views in August. The following is a
summary analysis of TDHCA’s efforts to engage stakeholders and the public on federal and state
resources, initiatives, and programs.

Month/Yr Posts Clicks Engagements | Shared posts | Liked posts
January 2022 35 14 118 12 46
February 2022 a7 70 42 2 16
March 2022 66 43 131 47 48
April 2022 62 0 51 8 27
May 2022 66 905 198 71 50
June 2022 52 8 110 31 31
July 2022 43 3 53 9 31
August 2022 13 0 73 14 37

* Clicks = number of times an individual clicked on a link provided in a post. Engagements = any action a person takes on our post

Month/Yr Tweets Clicks Engagements Retweets Liked posts
January 2022 35 128 20 7 13
February 2022 47 186 14 7 4

March 2022 67 318 39 12 21

April 2022 61 171 29 6 17

May 2022 75 288 31 7 15

June 2022 55 44 30 6 20

July 2022 71 23 43 12 21

August 2022 15 75 24 10 8

* Clicks = number of times an individual clicked on a link provided in a post. Engagements = any action a person takes on our post

@ YouTube
Month Views | Watch time Avg. view Impressions Impressions
(hours) duration click-through
rate
January 2022 3,478 | 176.9 3:03 19,871 4.0%
February 2022 | 1,839 | 125.2 4:05 15,141 3.4%
March 2022 1,890 | 143.2 4:32 16,764 3.5%
April 2022 3,154 | 205.1 3:54 18,194 4.0%
May 2022 3,043 | 180.1 3:33 14,734 3.9%
June 2022 3,273 | 193.7 3:33 14,114 3.9%




July 2022 5,136 | 268.0

3:07

15,927

4.2%

August 2022 5,249 | 299.6

3:25

14,8858

3.9%

g
3

Total

Help For Texans tutorial

How to apply: Texas Homeowners Assistance Fund

Texas Homebuyer Program introduction

Texas Rent Relief Program Tutonial — Setting Up Bill. com Account f__
Texas Rent Relief Program Completing Application Tutorial

Texas Rent Relief Program Registration Tutorial

Help for Texans in Spanish

TDHCA Training: Section 811 Project Rental Assistance Program
Utility Allowance Training 2022

Low Income Water/Wastewater Assistance Program (LIHWAP) Ove_
Fair Housing 101: The Basics of Fair Housing in Texas

Texas Utility Help Vendor Webinar

Lility Allowance Training - May 5, 2021

Texas Rent Relief Program Landlerd Application Tutornial

Texas Rent Relief Program Landlord Tips

Supportive Services for Affordable Developments

Texas Eviction Diversion Program Overview — September 9, 2021
Fair Housing Special Topics: How to Create an Affirmative Markstin_
Housing Tax Credit after the Federal Compliance Period (Post-15)
Come Completar Su Aplicacion para el Programa de Asistencia de ..
How to Apply: Texas Homeowners Assistance Fund

TODHCA's Multifamily Direct Loan Training - Sept. 24, 2020

20 IncomeDeterminationTraining

CEAP/LIHWAP Quarterly Webinar - March 2022

Freguently Asked Questions about Utility Allowances

Average Income Webinar - Sept. 2, 2020

Accessing Texas Department of Aging and Disability Services

Fair Housing Special Topics: Reasonable Accommodations, Modifi..

ERAZ Housing Stability Services Contract Implementation Webinar .

vooboooooboobddpoooooooooooDoDoDooo0oOo o

CEAP-LIHWAP Quarterly Webinar - June 2022

Top 50 videos for August 2022

Views
4,483
1,730 38.6%
852 19.0%
254 57%
214 48%
156  35%
148 33%
89 20%
89 20%
84  1.9%
71 16%
65 1.5%
58 1.3%
48 11%
43 1.0%
43 10%
40  09%
38 09%
35  0.8%
25 0.6%
22 05%
22 05%
22 05%
20 0.5%
20 0.5%
20 05%
20 0.5%
19 04%
18 04%
17 04%
17 04%

Watch time
(hours)
253.4

532 21.0%
137 s54%
32 1.3%
30 12%
15 0.6%
11 0.4%
27 11%
264 104%
151 6.0%
B4 33%
154 7%
30 12%
27 1.1%
08 0.3%
09 0.4%
126 5.0%
27 11%
51 20%
1.5 45%
0.2 0.1%
03 0.1%
177 7.0%
14 0.6%
22 0.9%
26 1.0%
141 56%
10 0.4%
64 2.5%
51 20%
16 0.6%

Subscribers
30

4 133%
12 400%
0 0.0%
0 00%
2 67%
3 10,0%
1 33%
1 33%
2 67%
1 33%
1 33%
0 00%
0 00%
0 00%
0 00%
0 0.0%
0 00%
0 00%
1 33%
0 0.0%
0 0.0%
0 0.0%
0 0.0%
0 0.0%
0 0.0%
0 0.0%
0 0.0%
0 0.0%
0 0.0%
0 0.0%

Impressions
12,802
43

681

222

856
247
236
920
720

438

386
169
283
595
344
363
108
150
119
126
159
126
106
258

65
284
2
203

262

Impressions
click-through
rate

4.0%

T4%
7.8%
27%
29%
56%
24%
21%
46%
36%
76%
72%
3.6%
59%
27%
27%
3.8%
41%
56%
33%
5.9%
1%
19%
4%
1.9%
3.9%
37%
3.9%
3.0%
2.0%

1.5%




Texas Emergency Mortgage As

ERAZ Housing Stability

Compliance Monitoring & Tracking System (CMTS) Training

TOHCA Lhility Allowance Roundtable - Oct. 13, 2020

Housing Stability Services Contract Implementation Webinar

Fair Housing Special Topic

| | Texas Community Resiliency Program (CRP) Contract Workshop - .

Introduccion al Programa de Compradores de Viv

Fair Housing Special Topics: The Violence Agains

Intreduction to the Low

TERAP Application Workshop

ERAZ Housing Stability Services NOFA Application Webinar

| | ceme

| | Fair Housing Special Topics: Limited English Proficiency and Langu...

sing Texas Department of State Health Services

| | Consejos para la solicitud de inguilinos

MAF Webinar -

Contract Implementation Webinar .

Texas Community Resiliency Program - Public Facilities Implemen...
Overview of Updates to Compliance, Affirmative Marketing and Writ..
nda de Texas
Vomen ActinF.
Income Water/Wastewater Assistance Pro..

ERAZ Housing Stability Services Contract Implementation Webinar .

Housing Stability Services Reporting and Housing Contract System...

Registrarse Para el Programa de Asistencia de Pago de Rent.

1.1 0.5% 1 3.3
0.3 0.1% 0 0.0
24 0 0.0
0.7 03% 0 00
0.9 0.3% 0 0.0
0.5  02% 0 00
0.3 0.1% 0 0.0
2.5 1 3.3
0.6 02% 2 67
0.1 0.1 0 0.0
0.9 04% 0 00
1.7 0.7% 0 0.0
0.1 1] 0 0.0
01 01% 2 67
0.3 0.1% 0 0.0
0.1 0.0% 0 00
0.0 0.0% 0 0.0
0.0 0 0 0.0
0.1 0.1 0 00
0.0 0.0% 0 0.0

TDHCA Outreach August 2022

216 2.3%
132 3.0%
54 5.6%
110 0.9%
139 6.5%
155 32%
152 46%
106 2.8%
62 48%
22 0%
134 4.5%
137 2.2%
137 0%
68 7.4%
53 1.9%
73 41%
il 2.8%
14 0%
84 36%
57 0%

compilation of outreach activities such as meetings, trainings and webinars.

Last Name

Meeting
Date

Meeting Title

Attendees (includes
organizer)

Multifamily Finance

Aug 02,
2022

2023 QAP Virtual Work
Group

104

Community Affairs, Weatherization
Assistance Program (WAP)

Aug 08,
2022

Assessments, Training
requirements/needs,
Greater East Texas
Community Action
Program (GETCAP)

11

Housing Stability Services (HSS)
Program

Aug 08,
2022

Monthly HSS office hours

22

Community Affairs, WAP

Aug 10,
2022

DOE Priority List Training,
NETWORK

103

HOME SF

Aug 11,
2022

Emergency Solutions
Grants Competitive Award
Tie Breaker Determination

60

Community Affairs, WAP

Aug 15,
2022

T&TA assessments Fuel
Costs, BWRs, MFH
projects, Denial/Deferrals,
CPU approvals, GETCAP

11

Compliance

Aug 17,
2022

Utility Allowance Training
through GoToMeeting

113




Community Affairs, WAP Aug 22, Overview of New 10
2022 Assessment Forms and key
points, GETCAP
HOME - SF Aug 23, Tenant-Based Rental 5
2022 Assistance (TBRA)
Training, Virtual,
EPAA - El Paso Apartment
Association
HOME - SF Aug 23, TBRA Training, Virtual, 2
2022 CVCAA - Concho Valley
Community Action Agency
HOME - SF Aug 23, TBRA Training, Virtual, 2
2022 CSNTexas - Community
Services of North Texas
HOME - SF Aug 23, TBRA Training, Virtual, 4
2022 Burke Center
HOME - SF Aug 23, TBRA Training, Virtual, 3
2022 PermiaCare
HOME - SF Aug 24, TBRA Training, Virtual, 4
2022 Burke
HOME - SF Aug 24, TBRA Training, Virtual, 5
2022 EPAA
HOME - SF Aug 24, | TBRA Training, Virtual, 2
2022 CVCAA
HOME - SF Aug 24, | TBRA Training, Virtual, 2
2022 CSNTexas
HOME - SF Aug 24, | TBRA Training, Virtual, 3
2022 PermiaCare
Community Affairs, WAP Aug 23, Follow Up Q&A to 3
2022 Assessment Forms,

GETCAP
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

TDHCA One-Time or Temporary Allocations — Pandemic Response and Other Initiatives
Report for October 13, 2022

This report reflects one-time or temporary federally awarded allocations of funds, in addition to those funds focused specifically on the programs TDHCA has
targeted to assist with Texas’ response to COVID-19. Programs reflected include those that were reprogramming of existing funds and those awarded through

the administration of federal bills.

Shaded rows reflect completed programs for which the program has been completed and/or assistance is no longer available.

Total Program
- Waivers and Staffing Served Funding S
Program Timelines / Contract Planned Activities Initial Approvals | Program Status toDate | opligated (%)
Periods Needed Admin Funds - ° Notes
Drawn (%)
EARLY REPROGRAMMING OF EXISTING TDHCA PROGRAM FUNDS
All necessary
Program provided 3-6 months of waivers for this * Total
rental assistance through existing activity were Program
HOME or new HOME subrecipients. authorized by the $11,026,701* | pynding was
Program ) 00G and HUD via originally
Tenant . Geography: Was available where | Hyp's mega-waiver No added 2,612 $11,026,701 | authorized up
S NA: Reservation subrecipients applied. 23 of April 10, 2020. COMPLETED* TDHCA house- 100% B S T
. Agreements administrators covered 120 The HUD waivers staffing hold ’ UItima;ter, ‘
SSIS ar;ce counties were extended by olds 97.7% of that
(TBRA) for Income Eligibility: HUD in December $11,026,701 (11,026,701
- 0, ’ '’
COVID-19 DR Households at or below 80% 2020 to expire No added 100% was obligated
AMFI based on current September 30, e and utilized.
circumstances 2021.
* Board approval Used the existing network of
March 2020 Community Action Agencies to No added
Reprogram « Recipients provide direct client assistance to TDHCA $1,434,352
2019 and tract low income households staffing
contracts were ; ;
economically impacted by COMPLETED 1,434,352
ZD(_)ZO C:BG effective March 26, COVID-19 None 9,468 100% 38 CAA subs
Iscretionary 2020 100% expended persons
and Admin . . No added
: . di Geography: Available statewide admin funds $1,434,352
Funds R BCLCIE (excluding CWCCP and CSI) 100%
Deadline was Income Eligibility: 200% poverty
August 31, 2020 (normally is 125%)

Page: 1




. d Total Program
aivers an . .
Staffin Fundin
N o Initial g served g Other
Program Timelines / Contract Planned Activities - | Program Status to Date -
Periods ppr:vzs Admin Funds Obligated (%) otes
Neede Expended (%)
Allow subrecipients to
e Board approval perform HHSP eligible TD:g:dgef?' $191,939.53
March 2020 activities in addressing A | SR
Recaptured homelessness and those at pprova COMPLETED $191,939.53
® 2018 had to be spent | i cp o laccness from 462 17—
2018/2019 by August 31, 2020; Comptroller No added persons 100% 9 subs
0,
HHSP 2013 had to be spent | Goo5r0phy: Available 9 largest | granted OO e admin funds
by December 31, - $191,939.53
2020 Income Eligibility: Generally 100%
30% AMFI if applicable
CARES ACT FUNDS
90% to CAAs using regular
« Board g CSBG formula for
Aoa_rl Zgggrove households affected by The posting of the 1 Art. IX FTE for
pri COVID-19; 2% ($949,120) information for this CSBG reporting $48,102,282
e Must expend 90% | to Texas Homeless The program reflects the 40 CAA subs
by August 31, 2022 | Network (THN)Y; 7% foran | flexibilities | prior month of activity $48,102,282
CSBG CARES v eviction diversion pilot allowed b a?fvféféeac'ﬁfs”;ii? 1%admin | 145,490 100%
45 aay ¢ oseout program; 1% for state USHHS have | P! d: theref hi ($474,560) persons
perlod d A been perio ; therefore, this $43 623428
admin ted report will not reflect ’ ’
accepted. the August 31, 2022 91%
Geography: Available final expenditures
statewide until November 2022.
Income Eligibility: 200% of
poverty (normally is 125%)
99% to CEAP subs for An estimated
e Board approved households affected by $29,676,554
. 1 Art. IX FTE for
April 2020 COVID-19; 1% for state The CEAP $94,023,896 | was not
i flexibiliti . expended b
S e Mustexpend by | @dmin (no bl TA/capacity $93,483,658 sugrecipientys
September 30 weatherization) allowed b COMPLETED (1 Filled) 181,215 ey
CARES ! USHHS have e 99% by the
AL _ ) been o deadline.
e 45 day closeout Geography: Available . $63,898,418 Unused funds
; id accepted 1% admin 0
period statewide <892 670 68% were
Income Eligibility: 150% (5892,670) returned to
of poverty HHS.

" The award to THN is to address homelessness and those at risk of homelessness as a result of COVID-19.
Page 2 of 9




Total Program

Program Timelines / Contract Planned Activities Program Status to Date
Periods Approvals Admin Funds Obligated (%) Notes
Needed Expended (%)
1*t allocation:
Board approved Planned Usage: rental $40,000,886
general use of the assistance in 40 See Attached ' 2nd Allocation:
funds for CDBG Phase cities/counties (completed); Report. CDBG Director $63,546,200
I'in April 2020 and mortgage payment position filled. 7 34 Allocation: Income
Plan Amendments in assistance in 40 counties; HUD Staff has been other positions $38,299,172 Eligibility:
October 2020, January legal services; assistance for agreement working closely with filled. ’ ’ For persons
CDBG CARES | 2021, andJuly 2021 providers of persons with (fxecuted all Community . Total: at or below
—Phases |, I disabilities (completed); November 3 Resiliency Program | All FTES are Art. er;ons $141 846. 558 80% of AMI.
and Il 80% of funds must be food expenses; and 2020, Al PIar,1 awardees on IX P 1O * Figure
expended by community resiliency Amer.1dments environmental and $113 359,385+ includes
November 3, %023, activities. q other activities Up to 7% admin e aon TDHCA admin
remaining 20% by See Also Attached Report. approved. which must occur and TA budget 79.92% funds.
November 3, 2026 prior to contract ($9,929,238) $79 314 341*
Geography: execution. e
90-day closeout Varies by activity type. 55.92%
period
e Board approved e ESG1: Existing subs were
programming plan offered funds. ESG TDHCA
for ESG1 on April Coordinators decided via | received a
202d0; fsflznga(;gg local process for their grant * 165 contracts 3 Art. IXFTE (1 .
z:]ad Escl;zyaw;rds CoC, in three areas agreement for exgcuted: 50 FTE has left and »103,646,620
made January 14 without ESG an additional actlvg, 113 cIos'ed, will not be
2021 Coordinators awards $5,854,004 in 2 expired pending replaced)
. offered to CoC awardees. | reallocated closure. 97 123 161,36 *Note that
¢ :g;d!;niﬂto e;(pselnd Also used for Legal/ funds; these e Obligation Upto5% $97, 3,161, these figures
6 by March 31, HMIS. funds must be . admin now include
2022 was removed ) updates ongoing 99.32%
ESG CARES - by HUD: . . obligated by due to ($5,187,681.20) - the
y ; new e ESG2: Funding provided :
Phase | & 2 benchmark for June f May 20, 2023 reallocation of 84,860 reallocation
or Homelessness and will expire This number ersons funds just
2022 has been met Prevention, Rapid p funds. - P =)
June 30, 2024. may shift over received.

e Expend original
allocation by
September 30, 2023

e Expend any
reallocated funds by
June 30, 2024

e 90 day closeout
period

Rehousing, HMIS, Street
Outreach & Emergency
Shelter

e Geography: Locations of
all funded grantees

e Income Eligibility: 50%
AMI for homeless
prevention

The reallocate-
ed funds
require an
amended plan
to be
submitted to
HUD prior to
obligation.

e Deobligated funds

offered to other
subrecipients;
contract
amendments
being routed.

time if unused
funds are
shifted to
subrecipient
contracts.

$81,655,875.29

* %

83.5%

**Includes
TDHCA admin

Page 3 of 9




Total Program

- Wa:;"‘i*t"i:“a“d Staffing served Funding Other
Program Timelines / Contract Planned Activities Program Status to Date
Periods Approvals Admin Funds Obligated (%) Notes
Needed Expended (%)
" -
Software upgrades with Ui il
. . funds were not
Housing Pro to allow more Received HUD fully utilized
efficient remote interface interpretation 142 $258,139 ;1;:;;? ’
. Expend by Landlord incentive that using funds No added Land- bei ’ " |sd
Housing December 31, 2021 payments for software TDHCA staffing. lord teu:ilrje Ernz
Choice Ordered 3 tablets for upgrades are renewals $83,700 ° - Tunas
- ; COMPLETED* were not
Voucher inspections acceptable. 32.42%
allowed to be
Program 1%t Award: $117,268 October 2020 Board $11,620 was 17 new used for direct
Admin 2" Award: $140,871 approved use of funds for paid for the landlord $83,700 household
(8/10/2020) ret.er?tion payments to system Dbl 32.42% assistance nor
existing owners to ensure purchase. h
hei i ticipation were there
F elhr ongoing particip higher admin
in the program ——
Effective
December 31,
2021, the
15 additional MVP vouchers :Enc!ltngf
) consistent with our award of No added t‘;u 12: v ord
) Have to issue MVP, which for TDHCA is for TDHCA staffing. 15 fe " 0;‘]56
Housing vouchers by Project Access households. families $110,302 CIIBICSIS
Choice December 31, 2021. COMBLLIED e . :‘O‘T;’;’db?netz
Received award from HUD. . id* !
Voucher . , ecelved award from None needed. | 5400 ot vouchers admin funds. | current HAP Paid* TDHCA’s
Program Orig. Allocation: Issued the 15 vouchers on . $53,664
% May 22, 2020. All 15 were Ealzes leases o CERTEI VY]
MVP $105,034 , Ieaséd 48.65% HAP authority.
’ While not all
allotted HAP
was used, all
vouchers will
continue to be
funded.
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Waivers and

Total Program

Staffing Served Funding
imeli s Initial Other
Program Timelines / Contract Planned Activities A | Program Status to Date ~
Periods pprovals Admin Funds Obligated (%) otes
Needed Expended (%)
CORONAVIRUS RELIEF BILL — PART OF THE CONSOLIDATED APPROPRIATIONS ACT OF 2021
As of September 28,
. 2022, TRR has committed * Interest was
The program dedicates 96.43% of its total Allocated on
funds through Treasury funding available. . ) Allocations
ifi Positions filled 12/2/21,
specifically for rental . . ERAL:
and utility assistance, | Proram provides upto 18 With reallocated funds include Director $1,308,110,630 5/4/22,
The first allocation months of rental and utility Treasur now available, TRR staff and 20 positions. ERA2: 8/10/22, and
through the assistance including arrears. Reallocation: is reviewing previously Staffing includes $1,079,786,857 9/20/22 )
; Households must reapply every 3 Based on unfunded applications a team for the Reallocated: ** Amount is
Consolidated months. Program is run by the f . o H
L . : performance, TRR | that had been submitted Housing Stability $184,476,305 total allocation
Appropriations Act is state with no subrecipients. 10% i olioi g . . *.
’ - is eligible to before the application Services activity. Interest™*: less funds for
Texas Rent calljed“ERAl. Thfe gf funds ?re f?rIFOLfS'ng Sta;b'l'ty receive additional | portal was closed in 311,731 $3,374,965 HSS and Adm.
; second allocation from ervices (see rollowing row). funds recaptured | November 2021. Staff is ' ok ok
Ril:(e)f :::‘R) the American Rescue Est.at?lisheAd a 1.0% set-aside for from other ERA conducting outreach to AIIFTES are Art. house- Available for erl'zi(:tee:::;j
g . Plan Act, Section 3201, EVIFtIOI'] Q|v§r5|on; ho.u.seholds grantees. To date, | applicants to confirm X holds Rent/Utility pR )
(Funded with is called ERA2. faTcmg eV|ct.|on and Ut!“tY_ TRR has received they still need assistance served Payments** eport o
ERA1 and dlsconn.ezctl?rns are prr:orltlzed.(fjord $184M in and provide applicants Admin Allowed: (As/of/ ) $2,151,040,880 September 28,
X processing. Treasury has provide ; o 09/28/22 2022, reflects
ERA2) ERA1: Required to periodic updated FAQs as reallocated funds | the opportymty t9 - 10% ERA1 -
expend original ! - from the Treasury | update their applications. 15% ERA2 Expended all payments
p ( g informal guidance — most recently and local/county $316,036,574 $2,071,017,596 made, plus
alloi)atlon by July 27, 2022. programs in Texas. | TRR has met the 96.3% payments in
September 30, 2022 i i
dp I é fund Geography: Statewide. expenditure deadline of ) process.
andreallocated funds | ;e Eligibility: For 9/30/22 for the Admln’;*** #%%% Figure is
by December 29, 2022. | |ouseholds at or <80% AMIL. program’s initial ERA1 Expended per Internal
ERA2: Required to allocation. The program $189,098,017 R ) ;
i i i eportas o
expend all funds by will continue expending 59.8%
September 28,
September 30, 2025. reallocated ERA1 funds p
through the 12/29/22 2022.
deadline.
Total
27 of the 28
bThesef fl;nds ar?‘ a 4 Program provides funds to local ngci.ntracts executed 3163,624,659 ERA1 HSS
subset of the ERA funds iti ;
- communltles.or novnproflts for Treasury has with TAJF, 1 COG and 26 ERA1 HSS ERAL contracts ended
in the row above. Up to | them to provide eligible Texans . . ) 583,247 Obligated: on August 31,
. . . provided periodic | non-profits; 8 :
10% of the funds from | with a variety of services that help ) meals $58,874,659 2022, and are
H in . ) updated FAQs as | MOU executed with TVC. yO /% )
ousing ERA1 and ERA2 are household maintain or obtain informal program served 100% now in the close-
Stability authorized for housing | stable housing including legal guidance. ERA2: See above Exvended: out phase. Final
Services i, services, outreach services, . - ERA 1* Xpended: ERA1 HSS
ervice stability. shelter services. communit Closeout guidance | 46 contracts executed 37176 $54,889,617.13 Program
(HSS) ' » y for ERALfunds | with TAJF, THN, 2 cities, 2 ’ 93.2% gram
services, and services offered at hh served 70 summaries will
Program ERAL: Must expend ermanent supportive housin was posted MHMRs, 1 PHA, and 37 be made
f p . PP 8 September 19, other non-profits; .
(funded by unds by September 30, | properties. ERA 2* HSS ERA2 available on the
2022. Asguidance | MOU with TVC planned ; .
2022 Obligated:
ERA1 and 2) is released, HSS for SFY 2023-24 1,705 $ HSS webpage at
. i 4 e *In the Sept. report, 104,750,000 . .
RAZ: Must expend | Subreciiontsarclocated. polices are maassisoed | " T o | Cystenuis
: ust expen Income Eligibility: For ’ adjusted. 18 SUbreCipientS have were reported as ' s htm
funds by September 30, b X Idg X y.b low 80% AMI both ERA1 and ERA2 households served in Expended: '
2025 ousenolds at or below gl . contracts. error; now corrected. $3,893,035.99
3.71% hh=households
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Total Program

Waivers Ia“d Staffing S Funding oth
imeli L Initia ther
Program Timelines / Contract | planned Activities | Program Status to Date
Periods Approvals Admin Funds Obligated (%) Notes
Needed Expended (%)
Program provides funds to
a }r)srtri(;:i?nebill- assist low-income households 33 contracts have
pp.dp dedi ! by providing funds to Executed $638M
provides dedicated . been executed. .
funds through HHS for owners/operators of public agreement for i $51,801,876 Nationally
Low-Income the Lo Income water and treatment systems | fnds on April Lubbock declined
Household ) funds. .
Household Drinkin to reduce ar.rearages charged. 22,2021. HHS . $44,031,595 *Remaining
8 3 Art. IXFTEs
Water Funds are directed through Statewide M )
. Water and Wastewater approved I 18,292 85% 15% is for
Assistance Emergency Assistance the LIHEAP network of subs TDHCA's availability of these ) . admin. All
Program Program and a statewide web-based LIHWAP plan | funds through a Ao $3,778,547 rogram
(LIHWAP1) vendor. on October 22 web-based platform Any FTES will be ’ g(y: flimdgs N
Must obligate and . ’ | also began in July Art. IX 0 .
expend funds by: Geography: Statewide 2021. 2022 obligated.
Se Fember 30 20é3 Income Eligibility: 150% ’
P ! federal poverty level
AMERICAN RESCUE PLAN (ARPA) — Public Law 117-2
p d ; 2 Th L A HOME-ARP $5B
assed as Section 3205 | o 4o e programmed for he existing Applications are being | Division has been nationally
of the American Rescue waiver from the established. with *
Plan, the program development of rental Governor accepted for the papguila ’ | Excludes
, i i - ive FTEs, an .
dedicates funds housing, development of non relating to limits S.IOM HOM.E ARP additional hires in *$119,672,232 admin.
through HUD allowing congregate shelter, and on using the National Housing Trust Eligibility:
i i _Asi process.
HOME ARP flexible uses that can operating costs/capacity funds in rural Fund Set-Aside. Two %0 homeless, at
Program include tvpical HOME building for eligible nonprofit areas will be NOFAs are pending 0 0% risk of
& e typ organizations. . release: (1) Rental Al FTES are Art. ) homelessness
activities as well as ) . utilized to allow IX ’
homeless services and Geography: Available where the funds to Development and (2) %0 those fleeing
non-conaregate shelter Subrecipients/developers are assist homeless Nonprofit Capacity 0% Domestic
gree located bersons in Building/Operating 10% for ’ Violence,
Households Eligibility: (See Cost for Non- admin/planning opulations
Must expend funds by urban and rural ($13,296,915) pop
Other Notes) Congregate Shelters. 1420, ith housi
September 30, 2030 areas. with housing
instability
99% of funds were
programmed in April 2021 to On March 1, 2022,
Passed as Section CEAP subs using a modified flexibilities were FTEs noted under $134,407,308
2911 of the formula; 1% for state admin. granted. A statewide | CARES LIHEAP 407,
. Some funds also being i i ill be utilized for
American Rescue : ' provider to provide | Wi
UHEAP | Plan, dedicates funds | Crecied (92 statewideweb | yong noceq. | CEAP ARP was sothllocations. | 175,00 | $129720641 | 5458
through HHS for ' selected in May =7 nationaty.
home energy costs. . Avai 2022 and made
gy Geogrqphy. Available funds available in 1% admin $118,981,771
statewide 9
(TBD) 91.7%

Must expend funds by:
September 30, 2023

Income Eligibility: 150% of
federal poverty level

July 2022.
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Total Program

. " Staffing Served Funding
Program Timelines / Contract Planned Activities i R i) e to Date iy
. Approvals Needed Status . . Notes
Periods PP Admin Funds Obligated (%)
Expended (%)
The HAF Plan includes: 1) a 5.9'98
) nationally.
Mortgage Reinstatement
ggcggggrg tht E;cl)i\fl;:des up to All funding has 14 to date. (cont. from
’ per q L been received. Additional hires Planned
household to eliminate or . o
. reduce past-due pavments are in process. Activities)
Passed as section and ochr deIianer\:t The program . Payment
3206 of the .
American Rescue amounts, including payments g\?acﬁgl:je Al FTESIXare Art. Fﬁz&:::c(?n
Plan, dedicates funds under a forbearance plan, Treasury approved the statewide on additigon to the
’ forward mortgages, reverse HAF Plan on January .
through Treasury March 2, 2022. Up to 15% Reinstatement
mortgages, loans secured by 28, 2022. .
specifically for ($126,332,101) Assistance)that
manufactured homes, or . ] $842,214,006 .
: A NOFA making for admin, , , provides up to
Homeowner preventing mortgage | contracts for deed; 2) a funds available lannin 16,882 three months
. delinquencies, Property Charge Default Geography: Statewide P & ’
Assistance ; S for legal community Expended of full monthly
d defaults, Resolution Program that Income Eligibility: services. intake engagement and avment
Fund (HAF) foreclosures. loss of | provides up to $25,000 per Household income at ’ gas 5159,468,033 pay
’ . centers, and needs 18.9% assistance to
utilities and qualified household to resolve or below greater of housing assessment : qualified
displacement delinquent property charges, 100% AMI or 100% of counseling was homeowners
' including past due property national median released ii that are past
d fund taxes, insurance premiums, income. early Ma due on tf\eir
Must expend funds condo and homeowner A Ticatiz-ns are mortgage and
by September 30, association fees, and PP ! gag
2026 00 . . accepted first are facing a
perative maintenance or ) -
) ) come-first continuing
common charges, including up . .
t6 90 davs of ubcomin served until hardship (total
¥ P g August 2022. household
property charges; and 3) a .
assistance may
Monthly... (cont. under Other .
still not exceed
Notes) $65,000)
Passed as Section See LIHWAP1 above. HHS Contracts will
2912 of the will administer LIHWAP1 be released
American Rescue and 2 under one LIHWAP Executed agreement when the first | FTEs noted under $40,597,082
through HHS for different funding sources, P LIHWAP is LIHWAP will be $40,191,111
LIHWAP2 home water costs separate contracts will be 22, 2021. HHS , expended. utilized for both 758 99% $5.00M
required approved TDHCA's This allocation allocations. Nationally
’ LIHWAP Plan on
Must obligate and October 22. 2091 of funds may $550,780.47
expend funds by: Geography: Statewide ! be directed to 1%

September 30, 2023

Income Eligibility: TBD

the statewide
provider.

Admin % not
yet determined
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Total Program

. " Staffin Served Fundin
. A Waivers and Initial Program E & Other
Program Timelines / Contract Planned Activities Approvals Needed S to Date Notes
Periods PP Admin Funds Obligated (%)
Expended (%)
Passed as Section o 35 billion
3202 of the TDHCA was allocated 798 Progra.m. is being Nationally
American Rescue | vouchers by HUD. The award go!nlllmztezsd Total A service fee of
Plan, dedicates includes funds for the Join X y by the $11,490,348 service fee 9
Section 8 and $3,500 per unit
vouchers through vouchers ($7,933,560) plus Executed ! . _
funds t id . Signifi . ith Section 811 areas Rent Payments is authorized
HUD for emergenc unds to provide services ignificant waivers contracts wit . '
gency . due to the unique Avail: $7,933,560 separate from
rental assistance ($2,793,000) and funds for have been authorized | CoC partners: nature of the e the rental
’ admin ($763,788). Vouchers by HUD. TDHCA will the Heart of rogram HAP Obligated: assistance
. are for households who are: seek to maximize its Texas Homeless program. $49,727
HUD Authority to ' . . 63% payment. The
(1) homeless, (2) at risk of use of these waivers to | Coalition and 2 of 3 new -63% fee total is not
Recapture May homelessness, (3) fleeing, or the extent that Texas Homeless . . HAP Expended: )
Emergency Occur as Early As: ’ & households will not be | Network (the positions starting ' tied to each
. . attempting to flee, domestic . by end of August. $41,910 voucher, but is
Housing 1 Year from Funding ) S offered a voucher if Balance of State L 0.53% )
Vouchers (if vouchers are violence, dating violence, they would be CoC) Administrator 41 a combined
] sexual assault, stalking, or L ’ role already in Service Contracts total of funds
(EHV) unissued) 7 ineligible at renewal. . .
human trafficking, or (4) Referrals to place. All paid for Avail: $2,793,000 for services.
Initial Funding Term | "ccomty homeless. TDHCA is required to | TDHCA: 372 a:(;l ESHE:’GA:;“I;?n Obligated: Sellr:\ncchejz| gay
Expires: Dec. 31, 2022 Geography: Balance of State update its PHA Admin | Vouchers ' $1,504,868 housin se:.arch
' Continuum of Care counties Plan to reflect our plan | Issued: 168 FTES are Art. IX 53.88% assisfance-
Can Reissue EHV until: | underserved by an EHV- for the service fee (see | Declined: 32 Expended: deposits ’
Sept. 30, 2023 awarded PHA and Heart of last column) and other | Housed: 41 $14,168 holdin feés
Texas Homeless Coalition program elements. 2% and appglicatic;n
Renewal Funds service area fees; owner-
Available for ‘Occupied | Income Eligibility: Not to related uses;
Units’ through: Sept. exceed 50% of AMI and other
30, 2030 eligible uses.
INFRASTRUCTURE INVESTMENT AND JOBS ACT — Public Law 117-58
fund el to b $500 million
unds nationally to be .
Passed as Section released in annzal increments No FTEs will be nationally
of $100 million each year for i
501 of the added as these *Nationally
Fractruct the next 5 years. These funds funds will be part LIHEAP also
Infrastructure will be made available to each :
of a regular received an
Investment and Jobs | state as part of its annual annfal additional $1
LIHEAP* Act, dedicates funds | LIHEAP allocation; the Not yet administration of 18D billion in 2023
through HHS for Department therefore will Not yet known. available. the LIHEAP 0 grant funds that
home energy costs. | handle these as part of our ' will generate an
annual allocation. rcreasi for
exas o
Must expend funds by: 1% ; a imatel
: i admin pproximately
September 30,2026 | @e0graphy: Available ETBD) $40-50 million.
statewide HHS has not
Income Eligibility: 150% of released
poverty allocations at
this time.
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Total Program

. - Staffin Served Fundin
T L Waivers and Initial Program g g Other
Program Timelines / Contract Planned Activities Approvals Needed Status to Date Notes
Periods PP Admin Funds Obligated (%)
Expended (%)
Single family and multifamily
weatherization of units.
b d as Secti In September
assed as Section
Additional restrictions added 2_022 DOE
40551 of the directed TDHCA
to the program through the .
Infrastructure ) . to proceed with
bill beyond typical DOE WAP | fits 5
Investmept and Jobs | . de Davis-Bacon, Buy ;e eals;le 0 f|ts -
Act (Public Law 117- | american, NEPA, etc. In ear Plan for FEs will be
58), dedicates funds | addition, DOE has applied public Staff added once
through Department | several Administration Eor;mbenp La further guidance $173,162,598
BIL WAP of Energy for home | priorities, including a focus on B?)arc()j ;czltr;\f)rity and information
Bipartisan izati workforce development and . ; ;
In(fr;pstrulcture weatherization. diversity, and inclﬂsion and tz%;; ?I_(:]m May ® avallljaobllze from (iifi'it:'azrig' 15% of grant
. L .The :
equity on delivering funds. made
Weatll;z\rl}lzation Layv has no date by o ¢ Not yet known public comment 0 and ilabl
. which funds must be , , y * | period was held $30,218,365 for | Lo o€
Assistance expended; DOE Because this award amount is Admi - initially.
Program) strongly recolmmends more than 20 times the ;rsc;m Sjp:" 1: to min. Training and
typical annual DOE award, »and the Plan TBD TA)

activities be completed
within 5 years of
receipt of the funds.

staff obtained Board authority
in December 2021 to procure
a statewide DOE WAP
administrator to augment the
work of the network.

Geography: Available
statewide

Income Eligibility: 200% of
poverty

was submitted
to DOE on
September 30.

Statewide
provider
procurement is
in drafting.

Page 9 of 9




Texas Department of Housing and Community Affairs
CDBG CARES (Coronavirus Aid, Relief, and Economic Security) Act
Programs

As of September 21, 2022

Texas Emergency Rental
Assistance Program
(TERAP)

Texas Emergency
Mortgage Assistance
Program (TEMAP)

Legal Services to Persons
with Disabilities

Relief to Service Providers
for Persons with
Disabilities

Food Distribution

Community Resiliency
Program

COMPLETED

Rental assistance (up to six months,
including arrears) to income-eligible
households impacted by COVID-19 to
help provide housing stability during
the pandemic. Funds can also be used
for eviction diversion, which provides
rental assistance to tenants who have
been sued for eviction. TERAP was
initially funded for $33,981,073.89,
however small amounts of funds have
been unused or deobligated*.

Mortgage assistance (up to six
months, including arrears) to income-
eligible homeowners who have been
economically impacted by COVID-19
to help provide housing stability
during the pandemic.

COMPLETED

Legal services assistance for persons
with disabilities to obtain or retain
housing as a result of COVID-19. Legal
services include legal advice and legal
representation by licensed attorneys
in good standing with the State Bar of
Texas.

COMPLETED

Assistance to help providers continue
serving residential persons with
disabilities during the pandemic by
reimbursing for allowable expenses
undertaken to prevent, prepare for, or
respond to COVID-19. Assistance was
initially programmed for $5,000,000,
but $1,695,017.65 was unused and
deobligated by the administrator*.

Assistance to eligible food bank
providers that have been economically
impacted by COVID-19. Funds will be
utilized to reimburse food banks for bulk
food purchases to be distributed
statewide.

Assistance to low- and moderate-
income persons, and rural and small
metro communities, to create, expand
or enhance public facilities that
provide medical care, social services,
and/or emergency housing to prevent
the transmission of COVID-19 and
allow for adequate social distancing or
remote access.

Start Date:
January 15, 2021
Persons Assisted:
16,606

Start Date:

June 15, 2021

Persons Assisted to Date:
11,565

Start Date:

April 1, 2021
Persons Assisted:
750

Start Date:

April 15, 2021
Persons Assisted:
3,592

Providers Assisted:
50

Start Date:

October 1, 2021

Persons Assisted to Date:
387,319

Start Date:
May 2022

Program Administrators:
41 entitlement city and county
governments throughout Texas

Program Administrators:
48 cities, counties and other local and
regional service providers

Program Administrator:
Disability Rights Texas

Program Administrator:
My Health My Resources of Tarrant
County

Program Administrator:
Feeding Texas, a network of 21
member food banks

Program Administrators:
15 Non-Entitlement Communities
throughout Texas

Service Area:
41 entitlement cities and counties

Service area:
Statewide - All 254 counties in Texas

Service area:
Statewide - All 254 counties in Texas

Service area:
Statewide - All 254 counties in Texas

Service area:
Statewide - All 254 counties in Texas

Service Area:
Non-Entitlement communities in
Texas

Programmed Funds:
$29,130,628.78

Programmed Funds:
$24,225,933.28

Programmed Funds:
$445,000.00

Programmed Funds:
$3,304,982.35

Programmed Funds:
$30,000,000.00

Programmed Funds:
$43,389,567.99

Contracted Funds:
$29,130,628.78

Contracted Funds:
$24,225,933.28

Contracted Funds:
$445,000.00

Contracted Funds:
$3,304,982.35

Contracted Funds:
$30,000,000.00

Contracted Funds:
$16,768,602.24

Expended Funds: Expended Funds: Expended Funds: Expended Funds: Expended Funds: Expended Funds:
$29,130,628.78 $19,928,262.54 $445,000.00 $3,304,982.35 $23,945,477.60 $14,178.86
CDBG CARES Funds by Program CDBG CARES Program Funds by Status
$29,130,628.78 $50,000,000.00
TERAP
$43,389,567.99 $40,000,000.00
CRP T
$24,225933.28  $30,000,000.00
TEMAP
$20,000,000.00
$445,000.00 $10,000,000.00
Legal Services s e — — I N
$30,000,000.00 TERAP TEMAP Legal Services  Relief to Providers Food Distribution CRP
Food

$3,304,982.35
Relief to Providers

B Programmed Funds

@ Contracted Funds

B Expended Funds

* In the case of funds unused by administrators or deobligated, funds will be reprogrammed and used for awards under the Community Resiliency Program or another existing program.
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BOARD REPORT ITEM
BOND FINANCE DIVISION
OCTOBER 13, 2022

Report on the Department’s Swap Portfolio and recent activities with respect thereto

BACKGROUND

Between 2004 and 2007, the Department entered into five interest rate swaps to hedge
interest rate risk associated with its tax-exempt, single family variable rate mortgage revenue
bonds. Three swaps were terminated in conjunction with a refunding of the underlying bonds,
and two swaps remain outstanding, both of which were restructured in 2014.

In accordance with the Department’s Interest Rate Swap Policy, the Bond Finance Division has
the day-to-day responsibility of managing the swaps. The outstanding bonds associated with
each of the swaps are reduced by scheduled redemptions and maturing amounts, and by
amounts representing principal and prepayments received on the mortgage-backed securities
that secure each bond issue. Under state law, the notional amount of swap outstanding cannot
exceed the par amount of related bonds outstanding. To avoid being overswapped, staff closely
monitors the amount of swap outstanding, the related outstanding bond amount, and any
upcoming bond redemptions to ensure enough swap is called to comply with state law.

In addition to monitoring state law compliance, staff works closely with the Department’s
Financial Advisor, Stifel, Nicolaus & Company, Incorporated, to identify opportunities to
terminate or reduce swaps by exercising optional terminations, or call rights, on the swaps.
Staff analyzes the economic benefit of the proposed termination, and evaluates potential
interest rate or other associated risks. When both economically beneficial and prudent to do
so, optional termination rights are exercised on portions of the underlying swaps.

The attached report reflects the status of the Department’s swaps as of September 1, 2022.
Series 2005A and Series 2007A swaps are matched amortization swaps; as such, a reduction in
the outstanding swap amount for these series is the direct result of principal payments and
prepayments received on the underlying mortgage loans. State law requires that the bonds
outstanding equal or exceed the amount of swap outstanding at all times.

Through the issuance of Single Family Mortgage Revenue Refunding Bonds, 2021 Series B, the
Series 2004B and Series 2004D Bonds were refunded in full on September 1, 2021, and the
related swaps were cancelled at par.

Since 2004, when the Department first utilized swaps to hedge variable rate bonds, the total
notional amount of swaps has been reduced from an initial $354,005,000, to the current
outstanding amount of $14,720,000.




Texas Department of Housing and Community Affairs
Swap Portfolio Update
September 1, 2022

Matched Amortization Swaps

Swap Outstanding _ Swap Outstanding

Swap Original Notional Notional as of Notional as of CHANGE in Swap
Related Bonds Counterparty  Effective Date Maturity Date Amount 9/1/2021 9/1/2022 Outstanding
2005A JP Morgan 8/1/2005 9/1/2036 $ 100,000,000 $ 10,920,000 $ 8,160,000 $ (2,760,000)
2007A JP Morgan 6/5/2007 9/1/2038 $ 143,005,000 $ 9,785,000 $ 6,560,000 $ (3,225,000)
Amortizing Swaps with Optionality
Effective/ Swap Outstanding  Swap Outstanding
Swap Restructured Original Notional Notional as of Notional as of CHANGE in Swap
Related Bonds  Counterparty Date Maturity Date Amount 9/1/2021 9/1/2022 Outstanding
2004B BNY Mellon 3/1/2014 9/1/2034 $ 40,000,000 $ - $ - $ -
2004D Goldman Sachs 1/1/2005 3/1/2035 $ 35,000,000 $ - $ - $ -
2006H BNY Mellon 3/1/2014 9/1/2025 $ 36,000,000 $ - $ - $ -
|TOTAL SWAPS $ 354,005,000 $ 20,705,000 $ 14,720,000 $ (5,985,000)
Variable Rate Bonds Associated with Matched Amortization Swaps
Swap Original Notional Bonds Outstanding  Bonds Outstanding ~ CHANGE in Bonds
Related Bonds Counterparty  Effective Date Maturity Date Amount 9/1/2021 9/1/2022 Outstanding
2005A JP Morgan 8/1/2005 9/1/2036 $ 100,000,000 $ 10,920,000 $ 8,160,000 $ (2,760,000)
2007A JP Morgan 6/5/2007 9/1/2038 $ 143,005,000 $ 9,785,000 $ 6,560,000 $ (3,225,000)
Variable Rate Bonds Associated with Amortizing Swaps with Optionality
Swap Original Notional Bonds Outstanding  Bonds Outstanding ~ CHANGE in Bonds
Related Bonds Counterparty  Effective Date Maturity Date Amount 9/1/2021 9/1/2022 Outstanding
2004B BNY Mellon 3/1/2014 9/1/2034 $ 40,000,000 $ - $ - $ -
2004D Goldman Sachs 1/1/2005 3/1/2035 $ 35,000,000 $ - $ - $ -
2006H BNY Mellon 3/1/2014 9/1/2025 $ 36,000,000 $ - $ - $ -
|TOTAL BONDS $ 354,005,000 $ 20,705,000 $ 14,720,000 $ (5,985,000)
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BOARD REPORT ITEM
COMPLIANCE DIVISION
OCTOBER 13, 2022

Report on the status of Coppertree Village in Houston

BACKGROUND

Coppertree Village (HTC #70131), a 322-unit apartment complex in Houston, constructed in 1972,
received an award of 9% Housing Tax Credits in 1990 for the acquisition and rehabilitation of the
property. The Development’s affordability period, as extended, is set to expire on December 31, 2023.
Coppertree Village’s Land Use Restriction Agreement (LURA) term had been extended one year through
December 31, 2023, to offset a casualty loss in Building 12, affecting eight units, and was recommended
by the Enforcement Committee in lieu of assessing an administrative penalty. For all Developments
funded by the Department, the owner of the Development is required to provide regular maintenance
to keep the development decent, safe, sanitary, and suitable for occupancy throughout the affordability
period, and the Department uses the U.S. Department of Housing and Urban Development’s (HUD)
Uniform Physical Condition Standards (UPCS) to determine compliance with property condition
standards. The property also has Section 8 Project-Based Rental Assistance (PBRA) for 263 units, which
is administered and overseen by a HUD contractor, Southwest Housing Compliance Corporation (SHCC).
HUD also conducts UPCS inspections through the Real Estate Assessment Center (REAC).

Conditions at Coppertree Village historically have been below standard; the Development is averaging a
score of 62 out of 100 in six TDHCA inspections conducted since 2017. As a result, the Development was
placed on an accelerated inspection schedule beginning with the inspection conducted on March 28,
2017, on which the Development scored a 57. The next inspection was conducted on August 16, 2018,
on which the Development scored at 47. Both 2017 and 2018 inspections resulted in a penalty referral,
and the Enforcement Committee assessed $17,000 in penalties against the prior owner. The following
inspections were conducted on June 20, 2019 and December 3, 2019, and the development scored 70
and 84, respectively. The 2019 inspections did not result in a penalty referral, and all issues were
corrected within the corrective action period. As a result of the accelerated inspection schedule and
penalty actions, the UPCS scores improved; however, COVID-19 disrupted the Department’s intended
inspection schedule.

On September 13, 2021, the Department approved an ownership transfer, and the new entity purchased
Coppertree Village subject to all terms and restrictions in place. The Compliance Division resumed full
UPCS inspections in September 2021, and Coppertree Village was placed back on the accelerated
inspection schedule. The Development was inspected on December 6, 2021, and scored a 51.
Coppertree Village was again referred to the Enforcement Committee on April 13, 2022, for not
correcting all UPCS items within the corrective action period. This was the new owner’s first penalty
referral. The owner is being cooperative and responsive with regards to the UPCS noncompliance and
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working with the Enforcement Committee. All UPCS violations resulting from the 2021 UPCS inspection
have been corrected, with the exception of the exterior stairs. The exterior stairs were contracted for
repair, but were put on hold pending permitting by the City of Houston. In early August 2022,
Coppertree Village received the required permits and has resumed work on the exterior stairs.
Additionally, the new owner has implemented the following:

e 24/7 armed guard coverage. $420k/year. One armed guard at entry gate, with another doing
random patrols to improve safety at property;

e 52,000 in exterior fence repairs to stop transient access to the community;

e 56,500 in various plumbing / leak repairs;

e $6,700 in glass and window repairs;

e $8,000 in additional pest control services;

e $7,200 in new appliances;

e $52,000 in various equipment and supplies to address all the unresolved open work orders;

e $66,000 in HVAC repair / replacement;

e 587,000 to turn vacant units and make them available for rent; and

e $725,000 restoration work for units offline due to fire.

The next inspection of Coppertree Village had been scheduled for December 2022. In response to a
complaint received from Texas Housers, and given the previous compliance history of the property, the
inspection was moved up, and the Development was inspected on August 4, 2022. The Compliance
Division increased the sample size from the standard 32 units (10% of the units for Post 15 year
developments) and inspected 75 units based on the complaint received. While this is more in depth
than a typical inspection, it has provided the Department with a comprehensive understanding of the
Development’s condition, and allowed verification to ensure previous deficiencies were corrected or
repaired. Coppertree’s most recent UPCS score was 63. The score is composed of five inspectable areas
— site, building exterior, building systems, common areas, and units, which are inspected to ensure that
housing is in decent, safe, and sanitary condition. Though Coppertree’s current score is low, Department
staff anticipates that all cited deficiencies will be corrected during the corrective action period. The
corrective action period is 90 days and may be extended up to six months with good cause.

The owner of Coppertree Village has submitted a complete 4% Housing Tax Credit (HTC) application

including the scope and cost report, to rehabilitate the development. Coppertree’s new application is
currently under review by Department staff.
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action authorizing staff to submit a Registration of Interest, and
subsequent Application if applicable, to the U. S. Department of Housing and Urban Development to
receive an allocation of Stability Vouchers funded by the Consolidated Appropriations Act, 2021, and to
take other actions as needed to implement, if awarded, a Stability Voucher Program

RECOMMENDED ACTION

WHEREAS, the Consolidated Appropriations Act, 2021 makes available $43,439,000 for
new incremental voucher assistance under Section 8(o) of the United States Housing Act
of 1937 for use by individuals and families experiencing or at-risk of homelessness; those
fleeing or attempting to flee domestic violence, dating violence, sexual assault, stalking,
or human trafficking; and veterans and families that include a veteran family member
that meet one of the proceeding criteria;

WHEREAS, the U.S. Department of Housing and Urban Development (HUD) is
encouraging Public Housing Authorities to partner with Continuum of Care organizations
(CoCs) to support efforts to address unsheltered homelessness, particularly in rural
areas, including committing available vouchers to these efforts;

WHEREAS, HUD is prioritizing Public Housing Authorities (PHAs) that have established
successful partnerships with CoCs to receive an allocation of Stability Vouchers;

WHEREAS, the Department has established successful partnerships with Continuum of
Care Organizations through the development and operation of the Emergency Housing
Voucher Program which staff believes makes the Department an attractive PHA to
receive an allocation of Stability Vouchers;

WHEREAS, HUD through the publication of Notice PIH 2022-24 (HA) that describes the
program requirements of the Stability Voucher Program, allows for the conversion of
Stability Vouchers to Project-Based Vouchers making these vouchers a valuable tool for
furthering supportive housing in Texas, if awarded;

WHEREAS, if awarded, the Department would intend to: 1) release a competitive Notice
of Funding Availability (NOFA) to identify multifamily properties in the Department’s
portfolio to be recipients of project-based Stability Vouchers, and 2) make necessary and
applicable changes to the Section 8 Administrative Plan to reflect the addition of the
Stability Voucher Program; and
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WHEREAS, HUD requires that PHAs submit a Registration on Interest to be considered
for an allocation of Stability Vouchers, and will require additional submission of
documents to support an allocation including, but not limited to, a Memorandum of
Agreement with one or more CoCs;

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 this Board, in
accordance with HUD requirements, to (1) submit a Registration of Interest to HUD to
indicate that the Department would like to be considered for an allocation of Stability
Vouchers; (2) to enter into Memoranda of Understanding with one or more CoC lead
agencies; (3) to make any changes related to the Stability Voucher Program in the Section
8 administrative plan; and (4) to release a competitive NOFA to identify properties to
receive project-based Stability Vouchers.

BACKGROUND

On August 16, 2022, HUD issued Notice PIH 2022-24 (HA), which explains the federal agency’s non-
competitive allocation strategy and program requirements for the new Stability Voucher program. This
funding opportunity is designed to encourage a community-wide commitment to the goal of ending
homelessness with a focus on rural areas. Similar to the Department’s Emergency Housing Voucher
Program, the Stability Vouchers serve specific target populations, which are defined as: (1) households
who are homeless; (2) those at-risk of homelessness; (3) those fleeing or attempting to flee domestic
violence, dating violence, sexual assault, stalking, or human trafficking; and (4) veterans and families that
include a veteran family member that meet one of the proceeding criteria.

The Department will be drawing on its experience administering two programs that have similarities to
the Stability Voucher program: the Section 811 Project Rental Assistance Program and the Section 8
Emergency Housing Voucher (EHV) Program. Both programs serve discrete target populations and
require referrals from partnership networks. The Department intends to exercise its right to project-base
most, if not all, of the Stability Vouchers, making the program similar to the Section 811 Project Rental
Assistance Program.

The Department will work to bring together Continuum of Care (CoC) organizations with eligible
properties to successfully administer a Stability Voucher Program.

If this item is approved, the Department will indicate that it is interested in receiving an allocation of
Stability Vouchers by submitting to HUD a Registration of Interest by the deadline of October 20, 2022.
Submitting a Registration of Interest will not commit the Department to participate in the program.
Additionally, the Department will include a Letter of Commitment from a Continuum of Care
organization. The letter will convey the CoC’s willingness to collaborate in the development of a
successful Stability Voucher Program; convey its commitment to refer eligible families to the Department
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through the Coordinated Entry system; commit to pair CoC-funded supportive services with Stability
Vouchers; and collaborate with other stakeholders to develop a prioritization plan for SVs.

If the Department receives an allocation of Stability Vouchers, it will ensure that a Memorandum of
Understanding (MOU) is signed with one or more CoCs to establish a partnership with the CoC to pair
Stability Vouchers with CoC-funded supportive services and to collaborate with the CoC and other
stakeholders to develop a prioritization plan for these vouchers.

HUD Notice PIH 2022-24 (HA) requires that an awarded PHA make changes to its Section 8 administrative
plan that will ensure compliance with applicable requirements. The Department will update its
administrative plan to adopt waivers applicable to the Stability Voucher Program and meet other
requirements identified in HUD Notice PIH 2022-24 (HA). Further, administrative plan amendments will
be needed to comply with 24 Code of Federal Regulation Part 983 and other laws governing project-
based Section 8 vouchers, because the vouchers will be project-based.

If the Department is successful in receiving an allocation of Stability Vouchers, staff intends to project-
base all or most of the vouchers as they will be an excellent tool in attracting properties to assisting this
difficult-to-serve population. The Department will publish a NOFA to identify properties in the
Department’s portfolio that are interested in receiving an award of project-based Stability Vouchers. The
Department will make the opportunity available to developments that meet four general requirements:
(1) comply with the specific requirements of the Stability Voucher program; (2) comply with HUD’s rules
and regulations governing properties participating in project-based Section 8 voucher programs; (3) have
received a Multifamily award from the Department; and (4) have an established partnership with, or are
willing to establish a partnership with, a Continuum of Care organization that serves the geographic area
in which the property is sited. Scoring in the NOFA will prioritize properties that are not yet occupied,
but reaching occupancy soon, so that households referred can be housed more promptly (rather than
waiting for units to become vacant one by one). Department staff will create and publish a detailed NOFA
to evaluate applications before proceeding with presentation of awards to the Board, followed by the
signing of Housing Assistance Payments contracts with Developments.

Page 3 of 3



5b



BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action on a recommendation to the Governor to select an Eligible
Entity to administer the Community Services Block Grant Program in Lubbock County (the service area
previously served by City of Lubbock)

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §§2306.053 and .092, the Texas Department of
Housing and Community Affairs (the Department) is provided the authority to administer
the Community Services Block Grant (CSBG);

WHEREAS, CSBG funds are awarded annually to the Department by the U.S. Department
of Health and Human Services (USHHS);

WHEREAS, in June 2022, the City of Lubbock voluntarily relinquished its CSBG Eligible
Entity status, thereby leaving Lubbock County without an Eligible Entity to provide
poverty prevention services;

WHEREAS, to establish a new entity to provide poverty prevention services to residents
of Lubbock County, Department staff released a Request for Applications (RFA) on August
12, 2022, to identify a CSBG Eligible Entity to administer CSBG in Lubbock County, and
received two applications by the deadline of September 13, 2022;

WHEREAS, both applications received in response to the RFA were evaluated and scored
by staff and Guadalupe Economic Services Corporation (GESC) was the highest scoring
applicant;

WHEREAS, a Previous Participation Review was performed and GESC's award was
recommended by the Executive Award Review and Advisory Committee (EARAC) in

accordance with 10 TAC Chapter 1, Subchapter C, on October 3, 2022;

WHEREAS, the RFA respondents were issued scoring notices along with notice of their
right to appeal, and no appeals were filed; and

WHEREAS, the CSBG Act requires the status of Eligible Entity be designated by the
Governor;

NOW, therefore, it is hereby
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RESOLVED, that contingent on approval from Governor Abbott, GESC is awarded the
remaining 2022 CSBG funds for Lubbock County and shall henceforth be the designated
CSBG Eligible Entity to receive CSBG funds for Lubbock County, until such time that the
designation requires review, in accordance with 10 TAC §1.411.

BACKGROUND

The CSBG Eligible Entity providing poverty prevention services in Lubbock County for approximately the
last 30 years had been the City of Lubbock. In June 2022, the City of Lubbock made the decision to
voluntarily relinquish its Eligible Entity status, leaving Lubbock County without an Eligible Entity to
provide poverty prevention services.

To fill this void in poverty prevention services and to identify a replacement Eligible Entity for Lubbock
County, Department staff released an RFA on August 12, 2022, and encouraged applicant organizations
to apply for the designation of CSBG Eligible Entity for Lubbock County. The RFA’s application deadline
was September 13, 2022. Staff received two applications before the deadline from the following
organizations:

1. Guadalupe Economic Services Corporation (GESC)
2. South Plains Community Action Association (SPCAA)

The two applications were scored and each satisfied the threshold requirements with GESC being the
highest scoring applicant. GESC is a private nonprofit organization with a long history of providing
emergency services and housing to the low-income community in Lubbock County. GESC’s main office
is located in the city of Lubbock. GESC is finalizing an agreement to be a certified administrator in the
Department’s Texas Bootstrap Loan Program; is a participant in the USDA Home Repair program; and
provide services at facilities of partner organizations in the community at which they could potentially
co-locate. GESC has a strong working relationship with organizations in Lubbock County including the
City of Lubbock, Northeast Lubbock Community Development, Slaton Housing Authority, Lubbock
Housing Authority, Catholic Charities, Women’s Protective Services, Salvation Army, Adult Protective
Services, among others. Being an existing provider of low income services in Lubbock County will aid in
GESC’s transition to serve as the CSBG Eligible Entity for Lubbock County.

The Department anticipates that GESC can rapidly begin providing CSBG-funded services and assistance
to the low-income residents of Lubbock County. Some of the types of assistance they can provide include
helping persons acquire homes through the Bootstrap and USDA programs, homebuyer education,
housing counseling, credit counseling related to readiness for potential homeownership, literacy
projects, English as a Second Language classes, computer literacy, and case management to help families
work to transition out of poverty. They will work closely with other TDHCA-funded programs such as the
Comprehensive Energy Assistance Program and the Weatherization Assistance Program in the area.
They also already have a working relationship with Texas Workforce entities in the area. The award for
GESC was reviewed and recommended by the Executive Award Review and Advisory Committee (EARAC)
in accordance with 10 TAC Chapter 1, Subchapter C.
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Having completed the RFA process to select a permanent CSBG service provider in Lubbock County, staff
recommends the Board allow Department staff to request Governor Abbott’s authorization to designate
GESC as the CSBG Eligible Entity in Lubbock County. If approved by the Board, staff will request Governor
Abbott’s authorization to make the Eligible Entity designation for Lubbock County in compliance with 42
U.S.C. §9909. Once approved by the Governor, GESC will be awarded the remaining 2022 CSBG funds
for Lubbock County and the proportional share of all future CSBG funds for Lubbock County, until such
time the designation requires review, in accordance with 10 TAC §1.411.
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BOARD ACTION REQUEST
COMPLIANCE DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action on adoption of amendments to 10 TAC §10.601
Compliance Monitoring Objectives and Applicability; §10.602 Notice to Owners and Corrective
Action Periods; §10.604 Options for Review; §10.607 Reporting Requirements; §10.608 Record
Keeping Requirements; §10.609 Notices to the Department; §10.610 Written Policies and
Procedures; §10.611 Determination, Documentation and Certification of Annual Income; §10.612
Tenant File Requirements; §10.613 Lease Requirements; §10.614 Utility Allowances; §10.615
Elections under IRC §42(g) and Additional Income and Rent Restrictions for HTC, Exchange, and TCAP
Developments; §10.616 Household Unit Transfer Requirements for All Programs; §10.618 Onsite
Monitoring; §10.619 Monitoring for Social Services; §10.621 Property Condition Standards; §10.622
Special Rules Regarding Rents and Rent Limits Violations; §10.623 Monitoring Procedures for
Housing Tax Credit Properties After the Compliance Period; §10.624 Compliance Requirements for
Developments with 811 PRA Units; and Figure §10.625; and directing that they be published for
adoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, at is meeting of July 7, 2022, the Board approved for publication and
public comment in the Texas Register the proposed amendments of 10 TAC Chapter
10 Subchapter F concerning the Compliance Monitoring Rule; and

WHEREAS, public comment was accepted from July 29, 2022, through August 29,
2022, and staff received comment from 10 entities and has prepared a reasoned
response;

NOW, therefore, it is hereby

RESOLVED, that the amendments to the Compliance Monitoring Rule together with
the preambles presented at this meeting, are hereby adopted for publication in the
Texas Register; and

FURTHER RESOLVED, that the Executive Director and his designees be and each of
them herby are authorized, empowered, and directed, for and on behalf of the
Department, to cause the adopted actions herein in the form presented to this
meeting, to be published in the Texas Register, and in connection therewith, make
such non-substantive technical corrections as they may deem necessary to effectuate
the forgoing including any requested revisions to the preambles.
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BACKGROUND

At the meeting of July 7, 2022, the Board approved the publication of proposed amendments to the
Compliance Monitoring Rule. Several comments were received related to the proposed changes.
Staff has reviewed all comments and provided a reasoned response to these comments in the
following preamble.

Behind the preamble for the proposed amendment adoption action, a draft of the rule is shown. To
assist reviewers with understanding what has changed from the version of the rule last posted in
the Texas Register, a black-lined version of the amended sections is provided, reflecting the changes
proposed by the Department after consideration of public comment.
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Attachment 1: Preamble, for adopting amendments to 10 TAC §10.601 Compliance Monitoring Objectives;
10 TAC §10.602 Notice to Owners and Corrective Action Periods; 10 TAC §10.604 Options for Review; 10
TAC §10.607 Reporting Requirements; 10 TAC §10.608 Record Keeping Requirements; 10 TAC §10.609
Notices to the Department; 10 TAC 8§10.610 Written Policies and Procedures; 10 TAC §10.611
Determination, Documentation and Certification of Annual Income; 10 TAC §10.612 Tenant File
Requirements; 10 TAC §10.613 Lease Requirements; 10 TAC §10.614 Utility Allowances; 10 TAC §10.615
Elections under IRC §42 and Additional Income and Rent Restrictions for HTC, Exchange, and TCAP
Developments; 10 TAC §10.616 Household Unit Transfer Requirements for All Programs; 10 TAC §10.618
Onsite Monitoring; 10 TAC §10.619 Monitoring for Social Services; 10 TAC §10.621 Property Condition
Standards; 10 TAC §10.622 Special Rules Regarding Rents and Rent Limit Violations; 10 TAC §10.623
Monitoring Procedures for Housing Tax Credit Properties After the Compliance Period; 10 TAC §10.624
Compliance Requirements for Developments with 811 PRA Units; and Figure §10.625

The Texas Department of Housing and Community Affairs (the Department) adopts amendments to sections
10 TAC §10.601 Compliance Monitoring Objectives; 10 TAC §10.602 Notice to Owners and Corrective Action
Periods; 10 TAC §10.604 Options for Review; 10 TAC §10.607 Reporting Requirements; 10 TAC §10.608
Record Keeping Requirements; 10 TAC §10.609 Notices to the Department; 10 TAC §10.610 Written Policies
and Procedures; 10 TAC §10.611 Determination, Documentation and Certification of Annual Income; 10 TAC
§10.612 Tenant File Requirements; 10 TAC §10.613 Lease Requirements; 10 TAC §10.614 Utility Allowances;
10 TAC §10.615 Elections under IRC §42 and Additional Income and Rent Restrictions for HTC, Exchange, and
TCAP Developments; 10 TAC §10.616 Household Unit Transfer Requirements for All Programs; 10 TAC
§10.618 Onsite Monitoring; 10 TAC §10.619 Monitoring for Social Services; 10 TAC §10.621 Property
Condition Standards; 10 TAC §10.622 Special Rules Regarding Rents and Rent Limit Violations; 10 TAC §10.623
Monitoring Procedures for Housing Tax Credit Properties After the Compliance Period; 10 TAC §10.624
Compliance Requirements for Developments with 811 PRA Units; and Figure §10.625 with changes to the
proposed text as published in the July 29, 2022, issue of the Texas Register.

The purpose of the amendments is to include HOME-ARP rental program requirements within numerous
section of the rule; deletion of unnecessary requirements from the rule, simplification of language when an
owner may change a household’s income/rent designation, and addition of new notification requirements
regarding rent increases when a Development’s LURA term is expiring and when the PHA utility allowance
requirement becomes effective. Additionally, the new rule codifies corrective action requirements for
Casualty Loss and Exigent Health and Safety issues.

Tex. Gov't Code §2001.0045(b) does not apply to the rule proposed for action because it was determined
that no costs are associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

1. Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the amendments will
be in effect, the amended rule does not create or eliminate a government program, but relate to changes to
an existing activity, compliance monitoring.

2. The amended rule does not require a change in work that would require the creation of new employee
positions, nor are the amended changes significant enough to reduce workload to a degree that any existing
employee positions are eliminated.

3. The amended rule changes does not require additional future legislative appropriations.

4. The amended rule changes does not result in an increase in fees paid to the Department or in a substantial
decrease in fees paid to the Department.
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5. The amended rule changes are not creating a new regulation.
6. The amended rule action will not repeal an existing regulation.

7. The amended rule action will not increase or decrease the number of individuals subject to the rule’s
applicability.

8. The amended rule action will not negatively or positively affect this state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

1. The Department has evaluated this rule action and determined that none of the adverse effect strategies
outlined in Tex. Gov’t Code §2006.002(b) are applicable.

2. This rule relates to the procedures for the handling of compliance monitoring activities of multifamily
developments awarded funds through various Department programs. Other than the possible instance of a
small or micro-business that is an owner or a party to one of the Department’s properties, no small or micro-
businesses are subject to the rule. If a small or micro-business is such an owner or participant, the proposed
rule provides for more clear, transparent processes and does not result in a negative impact for those small
or micro-businesses. There are not likely to be any rural communities subject to the amended rule because
this rule is applicable only to the owners or operators of properties in the Department’s portfolio, not
municipalities.

3. The Department has determined that because this rule relates only to the process in use for compliance
monitoring activities of the Department’s portfolio, there will be no economic effect on small or micro-
businesses or rural communities.

¢. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The amended rule action does
not contemplate nor authorize a taking by the Department; therefore, no Takings Impact Assessment is
required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV'T CODE §2001.024(a)(6).

The Department has evaluated the amended rule action as to its possible effects on local economies and has
determined that for the first five years the proposed actions are in effect, there will be no economic effect
on local employment, therefore, no local employment impact statement is required to be prepared for the
rule.

Texas Gov’t Code §2001.022(a) states that this “impact statement must describe in detail the probable effect
of the rule on employment in each geographic region affected by this rule...” Considering that no impact is
expected on a statewide basis, there are also no “probable” effects of the new rule on particular geographic
regions.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the proposed rule action is in effect, the public benefit
anticipated as a result of the action will be a clearer and more germane rule. There will not be economic
costs to individuals required to comply with the repealed section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that, for
each year of the first five years the proposed rule action is in effect, enforcing or administering the rule action
does not have any foreseeable implications related to costs or revenues of the state or local governments.

These rule amendments have been reviewed by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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SUMMARY OF PUBLIC COMMENTS AND STAFF REASONED RESPONSE: The Department accepted
public comment between July 29, 2022, and August 29, 2022. Comments regarding the proposed
amendments were accepted in writing and by e-mail with comments received from:

Darlene Sidebottom, Compliance Director, Dayrise Residential

Robert Dryman, President, Brownstone Residential

Dena Moreland, Compliance Director, Accolade Property Management
Patricia Murphy, Consultant, Murphy HTC, LLC

Brandi Swearingen, Director of Compliance, ITEX Group

Brian Gamble, Compliance Manager, Housing Authority of the City of Austin
Sally Gaskin, President, SGI Ventures, Inc.

Megan Lasch, President, O-SDA Industries, LLC

Lisa Stephens, President, Saigebrook Development

10 Roger Arriaga, Executive Director, TAAHP

W N EWNE

§10.607 Reporting Requirements

COMMENT SUMMARY: Commenter 10 opposes the proposed change requiring that completed
8609s be submitted through CMTS by the end of the first year of the credit period because TDHCA
often has not issued owners 8609s by this time.

STAFF RESPONSE:

Staff agrees with Commenter 10 and the following language is included in the adopted rule and
§10.607(i) will read: “Housing Tax Credit Developments must submit IRS Form(s) 8609 with Part Il
complete through CMTS by the second monitoring review. If an owner elects to group buildings
together into one or more multiple building projects, the owner must attach a statement identifying
the buildings within the project.”

§10.608 Recordkeeping Requirements

COMMENT SUMMARY: Commenter 6 proposes new language to clarify that scanned documents,
when the originals are destroyed, should be an acceptable form of file.

Commenter 10 opposes the requirement to upload a current waitlist when a change is made to
ownership or management agent because changes to management do not require Department
approval, and because it is ultimately the owner, not management, that is responsible for
maintaining compliance with Department rules.

STAFF RESPONSE:

The clarification proposed by Commenter 6 is not necessary as the language already allows for
electronic files.

Staff proposed this addition referenced by Commenter 10 because complaints about new
management not honoring the current wait list are frequently received, and staff is often told that
the previous management company did not share their wait list with new management prior to
leaving. Staff agrees with Commenter 10 that this is ultimately the owner’s responsibility and
proposes this section remain in the rule. In the future, if new management is unable to produce a
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current wait list, noncompliance will be issued to the owner. No change was made as a result of this
comment.

§10.609 Notices to the Department

COMMENT SUMMARY: Commenter 10 opposes the revision requiring separate contact information
be provided for Ownership entity, management company, and onsite manager. They argue this is
overly regulative because other sections of the rules already require the owner maintain correct
contact info.

STAFF RESPONSE:

Adding this requirement to Subchapter F clarifies the expectations of the Compliance Division. Staff
agrees thatitis the owner’s responsibility to maintain compliance; however, the Department cannot
ensure the owner receives correspondence when all contacts lead to the same entity. In addition,
monitors in the field have had issues reaching onsite staff prior to a review because the phone
numbers listed in Compliance Monitoring and Tracking System (CMTS) go straight to a corporate
voicemail. Staff recommends retaining this requirement.

§10.611 Determination, Documentation and Certification of Annual Income

COMMENT SUMMARY: Commenter 10 proposes the following revised language to further clarify
§10.611(c): “A household’s program designation, as recorded on the Income Certification, at the
time of move in, cannot be increased unless the household was found to never have income qualified
for the unit, no longer income qualifies for the unit or program rules require the change.”

STAFF RESPONSE:
Staff agrees with Commenter 10 and proposes to adopt the new language.

§10.613 Lease Requirements

COMMENT SUMMARY: Commenter 1 opposes proposed changes requiring 30-day notice to vacate.
She expresses concern that this would create hardships for owners and developers relating to
monthly operating expenses such as utilities, mortgage, repairs and payroll.

Commenter 2 also opposes the 30-day notice requirement. He believes we should defer to
municipal regulations for notices to vacate and not extend the already lengthy process of filing for
eviction for nonpayment of rent.

Commenters 7, 8,9 and 10 oppose the 30-day notice requirement because, while they acknowledge
this part of the CARES Act remains in effect, if the Act is modified in the future, the compliance rule
would remain in effect and be detrimental to owners.

STAFF RESPONSE:

TDHCA'’s Legal Division has determined that HUD has stated that this is a requirement for TDHCA
monitored developments and should be explicitly stated in the Compliance rules. In the HUD
Coronavirus Disease 2019 Office of Multifamily Housing Program Questions and Answers for

Page 6 of 58



Stakeholders, Question 25, HUD clarified: “Notwithstanding the expiration of the CARES Act eviction
moratorium, the CARES Act 30-day notice to vacate requirement for nonpayment of rent, in Section
4024(c)(1), is still in effect for all CARES Act covered properties.” Section 4024(c)(1) addresses the
Notice and says: “The lessor of a covered dwelling unit may not require the tenant to vacate the
covered dwelling unit before the date that is 30 days after the date on which the lessor provides the
tenant with a notice to vacate.”

In response to all Commenters, staff proposes adding this requirement to the rules to comply with
current law. Staff is amenable to adding the following to this subsection: “If the CARES Act is
modified to eliminate the 30 day notice requirement, HUD guidance will supersede this section as
written.”

§10.614 Utility Allowances

COMMENT SUMMARY: Commenter 10 opposes the addition of Delivery Charges as a part of
Component Charges because these charges only apply to electric service and will not always be
applicable as written. Instead, they propose new language be added to §10.614(b)(3)(A) to read:
“Rate(s). Any cost incurred for the actual unit of measure for the utility (e.g., base cost per kilowatt
hour for electricity, TDU delivery charges, rate per gallon for water, etc.)”.

Commenter 10 would also like to clarify that when using the HUD Utility Schedule Model, the
development should use the PHA Code that is applicable to the property as outlined in subsection
(c)(3)(A) instead of the code of the PHA located closest to the development. The commenter
suggests the following language for §10.614(c)(3)(C)(ii): “In the event that the zip code for the
Development is not listed in “Location” tab of the workbook, the Department will default to use the
PHA code from the applicable PHA as described in subsection (c)(3)(A). If neither the zip code nor the
PHA code is listed, the zip code that neighbors the Development’s zip code will be used. The
Department will obtain the PHA codes from
http.//www.hud.qov/sites/dfiles/PIH/documents/PHA Contact Report TX.pdf (or  successor
Uniform Resource Locator (URL)).

Commenter 10 also proposes a change to the time in which developers can submit a utility
allowance to the Compliance Division for application of funding. They would like to be able to submit
up until the date the application is due.

STAFF RESPONSE:

Staff agrees with Commenter 10’s first point regarding Delivery Charges and proposes their
language be adopted. Staff disagrees with Commenter 10’s suggestion that the applicable PHA be
determined in the same manner as outlined in (c)(3)(A). That subsection of the rule establishes the
applicable PHA for purposes of the Housing Choice Voucher program. When entering a zip code or
PHA code in the HUD Utility Schedule Model, the purpose is to pull climate data from the area,
which, ideally, is the same area in which the Development is located. However, the PHA closest to
the Development may not have a Housing Choice Voucher program, which excludes its use under
(c)(3)(A). In addition, some cities in Texas publish utility allowances specifically for other cities, which
is also allowable under (c)(3)(A), but might not be the closest PHA for purposes of this subsection.
Staff recommends changing §10.614(c)(3)(C)(ii): to read: “In the event the zip code for the
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Development is not listed in “Location” tab of the workbook, the Department will default to use the
PHA code from the PHA that is closest in distance to the Development using online mapping tools
(e.g. Google Maps). If neither the zip code nor the PHA code is listed, the zip code that neighbors the
Development’s zip code will be used. The Department will obtain the PHA codes from
http.//www.hud.qov/sites/dfiles/PIH/documents/PHA Contact Report TX.pdf (or  successor
Uniform Resource Locator (URL)).

Staff does not support Commenter 10’s recommendation that utility allowances for application be
submitted up until the date the application is due. This does not give Compliance staff sufficient
time to process these requests prior to the deadline. Application deadlines are a particularly busy
time for staff and we recommend maintaining the requirement that requests be submitted no later
than 21 days prior to the deadline, so staff can guarantee owners will have their approved utility
allowance by the time their application is due.

§10.615 Elections under IRC §42(g) and Additional Income and Rent Restrictions for HTC,
Exchange, and TCAP Developments

COMMENT SUMMARY: Commenter 4 proposes an additional subsection that addresses
developments where 100% of their tenants pay 30% of adjusted income: “(g) Developments where
100% of the households pay rent equal to 30% of their adjusted income are not required to comply
with 10.615(b) regarding wait lists for lower designated units. In addition, Developments where
100% of the households pay rent equal to 30% of their adjusted income will not be required to change
designations if the tenant portion of rent increases because of an increase in household income.
Compliance will be evaluated without regard for how the owner designated the households on the
Income Certification or the Unit Status Report. Instead, for Developments where 100% of the
households pay rent equal to 30% of their adjusted income, compliance with additional rent and
occupancy restrictions will be determined by a review of the actual incomes and rents charged.”

STAFF RESPONSE:
Staff agrees with Commenter 4 and proposes the suggested language be adopted.

§10.621 Property Condition Standards

COMMENT SUMMARY: Commenter 10 wants to clarify that the deadline to evidence correction of
EH&S deficiencies is three Department business days, not three calendar days.

STAFF RESPONSE:
Staff agrees to this clarification.

§10.622 Special Rules Regarding Rents and Rent Limit Violations

COMMENT SUMMARY: Commenter 1 disagrees with the proposed requirement to provide 120 day
notice if increasing rent more than $75. She feels that the 60-day notice required by most leases is
sufficient, and to meet the requirements of both the rule and her lease, she would need to issue
two separate notices.
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Commenter 3 believes this to be a financial burden to owners and believes the 35-day notice
required by their leases is sufficient.

Commenter 4 proposes a clarification to language about the rent limit for HOME-ARP. Instead of
saying that the population must pay “rent specified in 24 CFR”, she proposes the rule state, “rent
not greater than the rent specified in 24 CFR.”

Commenter 5 proposes a change of language to make the notification period for an increase of $75
or more be 90 days instead of 120. Their policies already require a 90-day notice of renewal, and
this would be easily incorporated with the rule.

Commenter 7 opposes this requirement and feels it to be overly burdensome in a time when owners
are facing financial uncertainties. They believe this would, in effect, set a rent control for 120 days.
Commenter 7 goes on to say that State statute prohibits municipalities in Texas from setting rent
controls, and as long as rents are restricted under HUD limits, that should be sufficient.

Commenter 8 agrees with Commenter 7 and provides an analysis of how this rule could affect one
of their properties:

Property A

1 bedroom 30% 50% 60%
# of units 1 4 5
2021 rent limit S475 $847 | $1,032
2021 UA S81 S81 S81
2021 max tenant rent $394 5766 $951
2022 rent limit $539 $953 | $1,160
2022 UA S82 S82 S82
2022 max tenant rent S457 S$871 | $1,078
allowable rent increase S63 $105 S127
potential impact per

month $420 S635
3 months' lost rent $1,260 | $1,905
2 bedrooms 30% 50% 60%
# of units 2 10 13
2021 rent limit $566 | $1,012 | S$1,235
2021 UA S101 S101 S101
2021 max tenant rent S465 $911 | $1,134
2022 rent limit S642 | $1,139 | S1,387
2022 UA $102 $102 $102
2022 max tenant rent S540 | $1,037 | $1,285
allowable rent increase S75 S126 S151
potential impact per

month $150 | $1,260 | $1,963
3 months' lost rent S450 | $3,780 | S5,889
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3 bedrooms 30% 50% 60%
# of units 3 10 12
2021 rent limit S650 | $1,165 | S1,422
2021 UA S121 S121 S121
2021 max tenant rent $529 | $1,044 | S1,301
2022 rent limit S$738 | $1,312 | $1,599
2022 UA $122 $122 $122
2022 max tenant rent $616 | $1,190 | S1,477
allowable rent increase S87 $146 $176
potential impact per

month $261 | $1,460 | S2,112
3 months' lost rent S783 | $4,380 | S6,336
Total potential impact: $24,783

Commenter 9 agrees with Commenters 7 and 8 and also provided a similar analysis of the potential
impact for one of their properties. However, the analysis used three different utility allowances
amounts for each unit size and the Department staff could not reasonably determine financial
impact.

Commenter 10 feels the $75 amount of increase and 120-day notification requirements are
arbitrary. Furthermore, they feel that not being able to raise rent for 120 days is overly burdensome
and jeopardizes developments’ economic viability in a time of increasing costs.

Commenter 10 appreciates the changes that allow tenants to elect overpaid rents be credited to
their accounts instead of refunded. They suggest a revised structure to the rule, but not to the
content.

Commenters 9 and 10 also support the removal of violations of rent due to application deposits not
promptly converted into a security deposit under the HTC program.

STAFF RESPONSE:

In response to Commenters 1, 3 and 5 regarding notification requirements of the lease, staff does
not conclude it is overly burdensome to revise a lease addendum to change the notification
requirements. In order to solicit feedback on potential revisions to the Compliance Rules, TDHCA
hosted a roundtable on April 8, 2022, during which a 120-day notification period was proposed for
rental increases exceeding $100. Our housing partners were very vocal in support of this proposal
and actually suggested the amount be reduced to $75 in recognition of how rising costs affect low-
income households. Staff strongly stands by this proposed change. The majority of tenants in
TDHCA-monitored units are already rent burdened, and even small increases to rent can mean
making difficult decisions about housing, food, medication and other essentials. Additionally, elderly
households generally have static incomes and, generally, the only increase they receive is though
the Social Security Administration cost of living adjustment (COLA), which for 2022 was 5.9 percent.
Some rental increases far exceed this percentage and the Department is seeing rent increases as
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high as $300 per month. A standard 35-day notice does not provide overburdened tenants sufficient
time to find new housing and comply with their lease requirements. When considering this
requirement, staff was trying to prevent the “bait and switch” seen so often where applicants are
offered a low introductory rate, then rents skyrocket months later. Owners would still be able to
charge tenants maximum rent at move-in and raise rent in reasonable increments. Department
understand that all parties are experiencing rising costs and it is not the intent to affect
developments’ economic viability. To balance the needs of low-income Texans and our housing
partners, Staff recommends shortening the notification requirement from 120-days to 90-days.
Additionally, staff recommends a small change to §10.622(k) to clarify when a household transfers
into a unit that has more bedrooms, that a rent increase is allowable more than once in a 12-month
period.

Staff agrees with Commenter 4 regarding HOME-ARP rents and proposes Commenter’s language be
adopted. Staff appreciates the support from Commenters 9 and 10 on application deposits and
rental refunds, but does not feel a revision to the structure of the rule is necessary. No further
changes are recommended.

§10.623 Monitoring Procedures for Housing Tax Credit Properties After the Compliance Period

COMMENT SUMMARY: Commenter 10 proposes that §10.623(b)(11) remain “The total number of
required HTC Low-Income Units can be maintained development wide” instead of “must be
maintained...”. They point out that the change makes it seem as if they cannot maintain applicable
fractions by building.

Commenter 10 requested this section be revised to cease monitoring for eligible basis after the end
of the federal compliance period. They believe that charging for amenities such as carports would
allow owners to improve the deteriorating conditions of older developments. They also believe that
since all credits are claimed and earned by the close of year 15, eligible basis is moot after that time.

STAFF RESPONSE:
Staff agrees with Commenter 10 that the total number of low-income units can be maintained

development wide. Staff recommends this change.

Staff does not agree with Commenter 10 regarding eligible basis. Low-income tenants that were not
previously being charged for amenities should not be penalized because the property is aging.
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§10.601. Compliance Monitoring Objectives and Applicability.

(a) The objectives of the Department in performing regular monitoring of affordable rental housing are:
(1) To provide for monitoring that meets applicable requirements of:

(A) The U.S. Department of Housing and Urban Development (HUD);

(B) The U.S. Department of the Treasury (Treasury);

(C) The Internal Revenue Service (the IRS); and

(D) Applicable state laws and rules;

(2) To enable the Department to report information to HUD, Treasury, the IRS, and the Governing Board, as
required, regarding the condition and operations of such developments;

(3) To enable the Department to communicate with responsible persons regarding the condition and
operation of their developments and understand clearly, with a documented record, how they are

performing in meeting their obligations;

(4) To identify matters of noncompliance so that they can be appropriately addressed and to assist in
targeting issues that may require compliance assistance education;

(5) To ensure that responsible persons understand the compliance status of their developments and the
implications of such status;

(6) To articulate and communicate clear standards to promote the maintenance and operation of such
developments in a manner that meets the high standards of the Department's affordable rental programs;
and

(7) To provide a transparent system whereby all interested parties, including residents, community
organizations, local governmental entities, and the affordable housing industry, may find accountability,

consistency, and an awareness of the high quality standards of affordable housing in the State of Texas.

(b) This subchapter applies to the monitoring of affordable rental housing under the programs described in
paragraphs (1) - (11) of this subsection:

(1) The Housing Tax Credit Program (HTC);
(2) The HOME Investment Partnerships Program (HOME);
(3) The Tax Exempt Bond Program (Bond);

(4) The Texas Housing Trust Fund Program (HTF, SHTF, or THTF);
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(5) The Tax Credit Assistance Program (TCAP);

(6) The Tax Credit Exchange Program (Exchange);

(7) The Neighborhood Stabilization Program (NSP);

(8) Section 811 Project Rental Assistance (811 PRA or 811) Program;
(9) Tax Credit Assistance Program Repayment Funds (TCAP RF);

(10) The National Housing Trust Fund (NHTF); and

(11) HOME American Rescue Plan (HOME-ARP)

(c) Monitoring activity evaluates the physical condition of the Developments and whether they are being
operated in documented compliance with program requirements.

(d) The results of the Department's monitoring activities will be documented and, communicated to the
owner in writing within 90 days of the monitoring visit.

(e) The Department may contract with an independent third party to monitor a Development during its
construction or rehabilitation and during its operation for compliance with any conditions imposed by the
Department in connection with the award of any Department funds, including allocations of housing tax
credits, and appropriate state and federal laws, rules, regulations, orders, and other applicable legal
requirements.

(f) The capitalized terms or phrases used herein are defined in this title. Any other capitalized terms in this
subchapter shall have the meaning as defined in Tex. Gov't Code Chapter 2306, Internal Revenue Code (the
Code) §42, the HOME Final Rule, and other federal or Department rules, as applicable. Defined terms, when
not capitalized, are to be read in context and construed according to common usage.

§10.602. Notice to Owners and Corrective Action Periods.

(a) The Department will provide written notice to the Owner if the Department does not receive the Annual
Owner Compliance Report (AOCR) timely or if the Department discovers through monitoring, audit,
inspection, review, or any other manner that the Development is not in compliance with the provisions of
the LURA, deed restrictions, application for funding, conditions imposed by the Department, this
subchapter, or other program rules and regulations, including but not limited to §42 of the Internal
Revenue Code.

(b) For a violation other than a violation that poses an imminent hazard or threat to health and safety, the
notice will specify a 30 day Corrective Action Period for noncompliance related to the AOCR, and a 90 day
Corrective Action Period for other violations. During the Corrective Action Period, the Owner has the
opportunity to show that either the Development was never in noncompliance or that the Event of
Noncompliance has been corrected. Documentation of correction must be received during the Corrective
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Action Period for an event to be considered corrected during the Corrective Action Period. The Department
may extend the Corrective Action Period for up to six months from the date of the notice to the
Development Owner only if there is good cause for granting an extension and the Owner requests an
extension during the original 90 day Corrective Action Period, and the request would not cause the
Department or the Owner to miss a federal deadline. Requests for an extension may be submitted to:
compliance.extensionrequest@tdhca.state.tx.us. If an Owner submits evidence of corrective action during
the Corrective Action Period that addresses each finding, but does not fully address all findings, the
Department will give the Owner written notice and an additional 10 calendar day period to submit
evidence of full corrective action. References in this subchapter to the Corrective Action Period include this
additional 10 calendar day period.

(c) If any communication to the Owner under this section is returned to the Department as refused,
unclaimed, or undeliverable, the Development may be considered not in compliance without further notice
to the Owner. The Owner is responsible for providing the Department with current contact information,
including address(es) (physical and electronic) and phone number(s). The Owner must also provide current
contact information to the Department as required by §1.22 of this title (relating to Providing Contact
Information to the Department), and ensure that such information is at all times current and correct.

(d) The Department will notify Owners of upcoming reviews and instances of noncompliance. The
Department will rely solely on the information supplied by the Owner in the Department's web-based
Compliance Monitoring and Tracking System (CMTS) to meet this requirement. It is the Owner's sole
responsibility to ensure at all times that such information is current, accurate, and complete.
Correspondence sent to the email or physical address shown in CMTS will be deemed delivered to the
Owner. Correspondence from the Department may be directly uploaded to the property's CMTS account
using the secure electronic document attachment system. Once uploaded, notification of the attachment
will be sent electronically to the email address listed in CMTS. The Department is not required to send a
paper copy, and if it does so it does as a voluntary and non-precedential courtesy only.

(e) Unless otherwise required by law or regulation, Events of Noncompliance will not be reported to the
IRS, referred for enforcement action, considered as cause for possible debarment, or reported in an
applicant's compliance history or Previous Participation Review, until after the end of the Corrective Action
Period described in this section.

(f) Upon receipt of facially valid complaints the Department may contact the Owner and request submission
of documents or written explanations to address the issues raised by the complainant. The deadline to
respond to the issue will be specific to the matter. Whenever possible and not otherwise prohibited or
limited by law, regulation, or court order, the complaint received by the Department will be provided along
with the request for documents or Owner response.

§10.604. Options for Review.

(a) If, following the submission of corrective action documentation, Compliance staff continues to find the
Owner in noncompliance, the Owner may request or initiate review of the matter using the following
options, where applicable:
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(1) If the issue is related to the inclusion or exclusion of tenant income, assets, or appropriate household
size, the National Center for Housing Management (NCHM) can be contacted. In order to obtain guidance
from NCHM, the requestor must have an active Certified Occupancy Specialist designation. If no
representative of the owner has this designation, Department staff may make the request on the owner's
behalf.

(2) If the compliance matter is related to the Housing Tax Credit program, Owners may contact the IRS
Program Analyst for guidance or request that Department staff contact the IRS for general guidance
without identifying the taxpayer. The issue will be handled in accordance with the guidance received from
the IRS.

(3) If the compliance matter is related to the HOME, NHTF, NSP, HOME-ARP program, Owners may request
that the Department contact the U.S. Department of Housing and Urban Development Texas Field Office
for guidance. The issue will be handled in accordance with guidance received from a HUD official with
oversight responsibility, provided it is clear and can be corroborated (e.g., such guidance is provided in
writing).

(4) Owners may request Alternative Dispute Resolution (ADR). An Owner may send a proposal to the
Department's Dispute Resolution Coordinator to initiate ADR pursuant to §1.17 of this title (relating to
Alternative Dispute Resolution). Note that even if the Department and Owner are engaged in ADR, the
Department must meet Treasury Regulation §1.42-5 and file IRS Form 8823 within 45 days after the end of
the Corrective Action Period. Therefore, it is possible that the Owner and Department may still be engaged
in ADR when an IRS Form 8823 is filed. Should this happen, the form, including all Owner-supplied
documentation, will be sent to the IRS with an explanation that the Owner disagrees with the Department's
assessment and is pursuing ADR. Although the violation will be reported to the IRS within the required
timeframes, it will not be considered part of an applicant's compliance history nor subject to administrative
penalties pending the outcome of the ADR process.

§10.607. Reporting Requirements.

(a) The Department requires reports to be submitted electronically through CMTS and in the format
prescribed by the Department. The Electronic Compliance Reporting Filing Agreement and the Owner's
Designation of Administrator of Accounts forms must be emailed to cmts.requests@tdhca.state.tx.us for:

(1) 9% Housing Tax Credit Developments - no later than the 10% Test;

(2) 4% Housing Tax Credit Developments - no later than Post Bond Closing Documentation Requirements;
or

(3) For all other rental Developments, no later than September 1st of the year following the award.
(b) Each Development is required to submit an Annual Owner's Compliance Report (AOCR). Depending on

the Development, some or all of the Report must be submitted. The first AOCR is due the second year
following the award in accordance with the deadlines set out in subsection (e) of this section. Example
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607(1): A Development was allocated Housing Tax Credits in July 2019. The first report is due April 30, 2021,
even if the Development has not yet commenced leasing activities.

(c) The AOCR is comprised of four parts:

(1) Part A "Owner's Certification of Program Compliance." All Owners must annually certify compliance with
applicable program requirements. The AOCR Part A shall include answers to all questions required by the U.
S. Department of the Treasury to be addressed, including those required by Treasury Regulation 1.42-
5(b)(1) or the applicable program rules;

(2) Part B "Unit Status Report." All Developments must annually report and certify the information related
to individual household income, rent, certification dates and other necessary data to ensure compliance
with applicable program regulations. In addition, Owners are required to report on the race and ethnicity,
family composition, age, use of rental assistance, disability status, and monthly rental payments of
individuals and families applying for and receiving assistance or if the household elects not to disclose the
information, such election;

(3) Part C "Housing for Persons with Disabilities." The Department is required to establish a system that
requires Owners of state or federally assisted housing Developments with 20 or more housing Units to
report information regarding housing Units designed for persons with disabilities. The certified answers to
the questions on Part C satisfy this requirement; and

(4) Part D "Form 8703." Tax exempt bond properties funded by the Department must file Form 8703 each
calendar year of the qualified project period. The form is due to the IRS by March 31 after the close of the
calendar year for which the certification is made. The Department requires Tax Exempt Bond Development
Owners to submit a copy of the filed Form 8703 for the preceding calendar year.

(d) The Owner is required to report certain financial information to the Department electronically through
CMTS. If supplemental information is required, it must be uploaded to the Development's CMTS account.
“Annual Owner’s Financial Certification” (formerly Part D of the AOCR). Developments funded by the
Department must annually provide and certify to the data represented in the Annual Owner’s Financial
Certification (AOFC).

(e) Parts A, B, C, and D of the AOCR and the AOFC must be provided to the Department no later than April
30th of each year, reporting data current as of December 31st of the previous year (the reporting year).

(f) Periodic Unit Status Reports. All Developments must submit a Quarterly Unit Status Report to the
Department through the Compliance Monitoring and Tracking System. Quarterly reports are due in
January, April, July, and October on the 10th day of the month. The report must report occupancy as of the
last day of the previous month for the reporting period. For example, the report due October 10th should
report occupancy as of September 30th of the preceding month. The first quarterly report is due on the
first quarterly reporting date after leasing activity commences. Failure to report occupancy timely will result
in a finding of noncompliance.
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(g) Owners are encouraged to continuously maintain current resident data in the Department's CMTS.
Under certain circumstances, such as in the event of a natural disaster, the Department may alter the
reporting schedule and require all Developments to provide current occupancy data through CMTS.

(h) All rental Developments funded or administered by the Department will be required to submit an
accurate Unit Status Report prior to a monitoring review and/or a physical inspection.

(i) Housing Tax Credit Developments must submit IRS Form(s) 8609 with Part Il complete through CMTS by
the second monitoring review end-efthefirst-yearofthecreditperieds. If an owner elects to group
buildings together into one or more multiple building projects, the owner must attach a statement
identifying the buildings within the project.

(j) Within six (6) months but at least 90 days prior to the end of the Affordability Period and/or the end of
the Land Use Restriction Term, the Owner must provide written notice to the current tenants and
applicants. If the Development Owner has been approved for new funding, through the Department,
and/or awarded new credits such notice is not required. The Notice must contain the following: proposed
new rents, any rehabilitation plans and information on how to access the Departments Vacancy
Clearinghouse to locate other affordable housing options.

§10.608. Recordkeeping Requirements.

(a) Development Owners must comply with program recordkeeping requirements. Records must include
sufficient information to comply with the reporting requirements of §10.607 of this chapter (relating to
Reporting Requirements) and any additional programmatic requirements. HTC Development Owners must
retain records sufficient to comply with the reporting requirements of Treasury Regulation 1.42-5(b)(1).
Records must be kept for each qualified Low-Income Unit and building in the Development, commencing
with lease up activities and continuing on a monthly basis until the end of the Affordability Period.

(b) Each Development that is administered by the Department must retain records as required by the
specific funding program rules and regulations and executed contracts or Land Use Restriction Agreements.
In general, retention schedules include, but are not limited to, the provision of subsections (c) - (g) of this
section.

(c) HTC records must be retained for at least six years after the due date (with extensions) for filing the
federal income tax return for that year; however, the records for the first year of the Credit Period must be
retained for at least six years beyond the due date (with extensions) for filing the federal income tax return
for the last year of the Compliance Period of the building (§1.42-5(b)(2) of the Code).

(d) Retention of records for TCAP-RF, HOME, and HOME-ARP rental Developments must comply with the
provisions of 24 CFR §92.508(c), which generally require retention of rental housing records for five years
after the Affordability Period terminates. HOME-ARP rental Developments must also comply with HUD CPD
Notice 21-10.
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(e) Retention of records for NHTF must comply with the provisions of 24 CFR §93.407(b), which generally
require retention of rental housing records for five years after the Affordability Period terminates.

(f) Retention of records for NSP rental Developments must comply with the provisions of 24 CFR §570.5086,
which generally requires retention of rental housing records for five years after the Department has closed
out the grant with HUD.

(g) THTF rental Developments must retain tenant files for at least three years beyond the date the tenant
moves from the Development. Records pertinent to the funding of the award, including, but not limited to,
the Application and Development costs and documentation, must be retained for at least five years after
the Affordability Period terminates.

(h) Section 811 PRA tenant records must be maintained for the term of tenancy plus three years. After the
end of the record retention period, all Enterprise Income Verification (EIV) data must be destroyed.

(i) Other rental Developments funded or administered in whole or in part by the Department must comply
with record retention requirements as required by federal regulations, statute, rule, or deed restriction.

(j) All required records must be made available and accessible for a monitoring review, physical inspection,
and whenever requested by the Department. The Department permits electronic records. Digital
signatures of both property management and household are acceptable. Developments should have
policies in place that allow the household to choose between electronic or hard copy documents. It is the
responsibility of the Development Owner to maintain policies and procedures that mitigate fraud, waste,
and abuse on an ongoing basis.

(k) Prior to completion of ownership and/or management agent change, a current waitlist must be
submitted to the Department through CMTS.

§10.609. Notices to the Department.

If any of the events described in paragraphs (1) - (7) of this section occur, written notice must be provided
to the Department within the respective timeframes. Failure to do so will result in an Event of
Noncompliance, and may be taken into consideration during Previous Participation Reviews in accordance
with Chapter 1 Subchapter C of this title, or in Enforcement actions in accordance with Chapter 2 of this
title.

(1) Written notice must be provided at least 30 days prior to any proposed sale, transfer, or exchange of
the Development or any portion of the Development, and the Department must give its prior written
approval to any such sale, transfer, or exchange, which will include a previous participation review on the
proposed new ownership, requiring that they complete and provide a Previous Participation Review Form,
in accordance with §10.405;

(2) Notification must be provided within 30 days following the event of any casualty loss, in whole or in

part, to the Development, using the Department's Notice of Casualty Loss (for general casualty losses) or
Notice of Disaster Casualty Loss (specific to loss as a result of a Presidentially Declared Disaster). Within 30
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days of completion of all restorative repairs, the Owner must provide the executed Notice of Property
Restoration accompanied by all supporting documentation. Supporting documentation can include, but is
not limited to: Certificates of Occupancy, photographs of all restorative repairs completed on buildings
and/or Units, invoices from contractors, insurance assessments and/or a written summary of restorative
repairs required. The Department may require additional documentation not specified in this section on a
case-by-case basis;

(3) Owners of Bond Developments shall notify the Department of the date on which 10% of the Units are
occupied and the date on which 50% of the Units are occupied, and notice must occur within 90 days of
each such date;

(4) Within 30 days after a foreclosure, the Department must be provided with documentation evidencing
the foreclosure and a rent roll establishing occupancy on the day of the foreclosure;

(5) Within 10 days of a change in the contact information (including contact persons, physical addresses,
mailing addresses, email addresses, phone numbers, and/or the name of the property as know by the
public) for the Ownership entity, management company, and/or Development the Department's CMTS
must be updated. Separate contact information must be provided for Ownership entity, management
company, and onsite manager at the Development. A single contact may be used for the owner and
management if they are the same entity.

(6) Within 30 days of completion of the American Institute of Architects form G704- Certificate of
Substantial Completion, or Form HUD-92485 for instances in which a federally insured HUD loan is utilized,
an Owner must request a Final Construction Inspection; and

(7) Development Owners that have agreed to participate in the Section 811 PRA program are required to
notify the Department about the availability of Units as described in accordance with 88.2(1)(3) and
§8.2(1)(4).

§10.610. Written Policies and Procedures.

Written Policies and Procedures are required as specified as specified at §10.802 of this chapter (relating to
Written Policies and Procedures).

§10.611. Determination, Documentation and Certification of Annual Income.

(a) For all rental programs administered by the Department, annual income shall be determined consistent
with the Section 8 Program administered by HUD, using the definitions of annual income described in 24
CFR §5.609 as further described in the HUD Handbook 4350.3, as amended from time to time. For the
Housing Tax Credit program, where there is a conflict between the HUD Handbook 4350.3 and the IRS
Guide for Completing IRS Form 8823, the IRS guidance will be controlling. At the time of program
designation as a low income household, Owners must certify and document household income. In general,
all low income households must be certified prior to move in. Certification and documentation of
household income is an Owner's responsibility, even if the Owner is using a manager’s or management
company services to handle tenant intake and leasing. Accordingly, Owners should ensure that they hire
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competent and properly trained managers or management company and that they exercise appropriate
oversight of any manager's or management company activities.

(b) For the initial certification of a household residing in a HOME, NHTF, NSP, TCAP RF, or HOME-ARP
assisted Unit, Owners must examine at least two months (60 days) of source documents evidencing annual
income (e.g., wage statement, interest statement, unemployment compensation). Qualified populations in
HOME-ARP Units may not need to meet an income requirement upon move-in, but will have their income
verified to determine rental portion of payment.

(c) A household's lowest designation, as recorded on the Income Certification-and-UnitStatusRepeort, at the
time of move in, cannot be increased unless the household was found to never have income qualified for

the Unit, no longer income qualifies for the Unit, or program rules required the change.
§10.612. Tenant File Requirements.

(a) At the time of program designation as a low income household or Qualified Population for HOME-ARP,
typically at initial occupancy, Owners must create and maintain a file that at a minimum contains:

(1) A Department approved Income Certification form signed by all adults. At the time of program
designation as a low income household or Qualified Population, Owners must certify and document
household income. In general, all low-income households and Qualified Populations for HOME-ARP must be
certified prior to move in. The Department requires the use of the TDHCA Income Certification form, unless
the Development also participates in the USDA - Rural Development or a Project Based HUD Program, in
which case, the other program's Income Certification form will be accepted;

(2) Documentation to support the Income Certification form including, but not limited to, applications, first
hand or third party verification of income and assets, and documentation of student status (if applicable).
Beginning January 1, 2021, the application must provide a space for applicants to indicate if they are a
veteran. In addition, the application must include the following statement: "Important Information for
Former Military Services Members. Women and men who served in any branch of the United States Armed
Forces, including Army, Navy, Marines, Coast Guard, Air Force, Reserves or National Guard, may be eligible
for additional benefits and services. For more information please visit the Texas Veterans Portal at
https://veterans.portal.texas.gov/;

(3) The Department permits Owners to use check stubs or other firsthand documentation of income and
assets provided by the applicant or household in lieu of third party verification forms. It is not necessary to
first attempt to obtain a third party verification form. Owners should scrutinize these documents to identify
and address any obvious attempts at forgery, alteration, or generation of falsified documents; and

(4) A lease with all necessary addendums to ensure that compliance with applicable federal regulations and
§10.613 of this subchapter (relating to Lease Requirements).

(b) Annually thereafter on the anniversary date of the household's move in or initial designation:
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(1) Throughout the Affordability Period, all Owners of Housing Tax Credit, TCAP, and Exchange
Developments must collect and maintain current data on each household that includes the number of
household members, age, ethnicity, race, disability status, student status, and rental assistance (if any). This
information can be collected on the Department's Annual Eligibility Certification form, the Income
Certification form, HUD Income Certification form, USDA-Rural Development Income Certification form (as
applicable).

(2) During the Compliance Period for all Housing Tax Credit, TCAP, and Exchange Developments and
throughout the Affordability Period for all Bond Developments and HOME, HOME Match, TCAP RF, and
HOME-ARP Developments, Owners must collect and maintain current student status data for each low-
income household. This information must be collected within 120 days before the anniversary of the
effective date of the original Income Certification and can be collected on the Department's Annual
Eligibility Certification or the Department's Certification of Student Eligibility form or the Department's
Income Certification form. Throughout the Compliance Period for HTC, TCAP, and Exchange developments,
low-income households comprised entirely of full-time students must qualify for a HTC program exception,
and supporting documentation must be maintained in the household's file. For Bond Developments, if the
household is not an eligible student household, it may be possible to re-designate the full-time student
household to an Eligible Tenant (ET). For HOME, HOME Match, TCAP RF, and HOME-ARP Developments, an
individual does not qualify as a low income or very low income family if the individual is a student who is
not eligible to receive Section 8 assistance under 24 CFR §5.612.

(3) The types of Developments described in subparagraphs (A) - (D) of this paragraph are required to
recertify annually the income of each low-income household using a Department approved Income
Certification form and documentation to support the Income Certification (see subsection (a)(1) - (2) of this
section):

(A) Mixed income Housing Tax Credit, TCAP and Exchange projects (as defined by line 8(b) of IRS Form(s)
8609 and accompanying statements, if any) that have not completed the 15 year Compliance Period.

(B) All Bond Developments with less than 100% of the Units set aside for households with an income less
than 50% or 60% of area median income.

(C) THTF Developments with Market Rate Units. However, THTF Developments with other Department
administered programs will comply with the requirements of the other program.

(D) HOME, TCAP RF, NHTF, and HOME-ARP Developments. Refer to subsection (c) of this section.
(c) Ongoing tenant file requirements for HOME, TCAP RF, NHTF, and HOME-ARP Developments:

(1) HOME, TCAP RF, NHTF, and HOME-ARP Developments must complete a recertification with verifications
of each assisted Unit every sixth year of the Development's Affordability Period. The recertification is due
on the anniversary of the household's move-in date. For purposes of this section the beginning of a HOME,
TCAP RF, NHTF, HOME-ARP Development Affordability Period is the effective date in the HOME, TCAP RF,
NHTF, and HOME-ARP LURA. For example, a HOME Development with a LURA effective date of May 2011,
will have the years of the affordability determined in Example (1):
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(A) Year 1: May 15, 2011 - May 14, 2012;

(B) Year 2: May 15, 2012 - May 14, 2013;

(C) Year 3: May 15, 2013 - May 14, 2014;

(D) Year 4: May 15, 2014 - May 14, 2015;

(E) Year 5: May 15, 2015 - May 14, 2016;

(F) Year 6: May 15, 2016 - May 14, 2017,

(G) Year 7: May 15, 2017 - May 14, 2018;

(H) Year 8: May 15, 2018 - May 14, 2019;

(1) Year 9: May 15, 2019 - May 14, 2020;

(J) Year 10: May 15, 2020 - May 14, 2021;

(K) Year 11: May 15, 2021 - May 14, 2022; and

(L) Year 12: May 15, 2022 - May 14, 2023.

(2) In the scenario described in paragraph (1) of this subsection, all households in HOME, TCAP RF, NHTF,
and HOME-ARP Units must be recertified with source documentation during the sixth and twelfth years or

between May 15, 2016, to May 14, 2017, and between May 15, 2022, and May 14, 2023.

(3) In the intervening years the Development must collect a self-certification within 120 days before the
anniversary of the effective date of the original Income Certification from each household that is assisted
with HOME, TCAP RF, NHTF, and HOME-ARP funds. The Development must use the Department's Income
Certification form, unless the property also participates in the Rural Development or a project Based HUD
program, in which case, the other program's Income Certification form will be accepted. If the household
reports on their self-certification that their annual income exceeds the current 80% applicable income limit
or there is evidence that the household's written statement failed to completely and accurately provide
information about the household's characteristics and/or income, then an annual income recertification
with verifications is required.

(d) Tenant File requirements for HOME-ARP Qualified Populations Units. Files for households assisted
under the HOME-ARP program as Qualified Population must document evidence that the households meet
the definition of:

(1) Homeless as defined in 24 CFR §91.5;

(2) At-risk of homelessness as defined in 24 CFR §91.5;
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(3) Fleeing, or Attempting to Flee, Domestic Violence, Dating Violence, Sexual Assault, Stalking, or Human
Trafficking, as defined in CPD Notice 21-10;

(4) Other Families Requiring Services or Housing Assistance to Prevent Homelessness, which are households
who have previously been qualified as homeless, are currently housed due to temporary, or emergency
assistance, including financial assistance, services, temporary rental assistance or some type of other
assistance to allow the household to be housed, and who need additional housing assistance or supportive
services to avoid a return to homelessness;

(5) At Greatest Risk of Housing Instability as cost burdened, which are households who have an annual
income that is less than or equal to 30% of the area median income, as determined by HUD and is
experiencing severe cost burden (i.e. is paying more than 50% of monthly household income toward

housing costs.); or

(6) At Greatest Risk of Housing Instability, which meets the definition of at-risk of homelessness as defined
in 24 CFR §91.5, but with an income up to 50% AMI.

(e) Tenant File requirements for Section 811 PRA Units. Files for households assisted under the Section 811
program must document the household's eligibility for the program, the deductions for which the
household qualifies and the following HUD forms (or any subsequent HUD form number):

(1) Section 811 Project Rental Assistance Application;

(2) Verification of disability;

(3) House Rules;

(4) Move in/move out inspection form, and TDHCA Section 811 Waiver of Move-in (as applicable);
(5) Tenant acknowledgement of the Fact Sheet "How your rent is determined";

(6) Tenant acknowledgement of Resident Rights and Responsibilities;

(7) Tenant acknowledgement of EIV and You Brochure;

(8) Verification of Age;

(9) Verification of Social Security number;

(10) Screening for drug abuse and other criminal activity;

(11) 811 Tenant Selection Plan;

(12) Supplement to Application for Federally Assisted Housing: Form 92006;

(13) Annual Recertification Initial Notice;
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(14) Annual Recertification First Reminder Notice;

(15) Annual Recertification Second Reminder Notice;
(16) Annual Recertification Third Reminder Notice;

(17) Race and Ethnic Data Reporting form: HUD 27061-H;
(18) HUD 9887 and HUD 9887-A;

(19) Annual Unit inspection;

(20) Owner's Certification of Compliance with HUD's Tenant Eligibility and Rent Procedures: HUD form
50059; and

(21) HUD Model lease 92236-PRA.
§10.613. Lease Requirements.

(a) Eviction and/or termination of a lease. HTC, TCAP, and Exchange Developments must specifically state in
the lease or in an addendum attached to the lease that evictions or terminations of tenancy for other than
good cause are prohibited. To terminate tenancy, the Owner must serve written notice to the tenant
specifying the grounds for the action. For nonpayment of rent, a thirty (30) day written notice is required. If
the CARES Act is modified to eliminate the 30-day notice requirement, HUD or Treasury requirements will

supersede this subsection’s notice requirement.

(b) HOME, TCAP RF, NHTF, NSP, and HOME-ARP Developments are prohibited from evicting low income
residents or refusing to renew a lease except for serious or repeated violations of the terms and conditions
of the lease, for violations of applicable federal, state or local law, for completion of the tenancy period for
Transitional Housing (if applicable), or for other good cause. It must be specifically stated in the lease or in
an addendum attached to the lease that evictions or non-renewal of leases for other than good cause are
prohibited (24 CFR §92.253 and 24 CFR §93.303). Owners must also comply with all other lease
requirements and prohibitions stated in 24 CFR §92.253 or 24 CFR §93.303, as applicable. To terminate or
refuse to renew tenancy in HOME, TCAP RF, NSP, and HOME-ARP Developments, the Owner must serve
written notice to the tenant specifying the grounds for the action at least 30 days before the termination of
tenancy. For HOME-ARP, Owners may not terminate the tenancy or refuse to renew the lease of the
Qualifying Household in any Unit that is supported by capitalized operating costs because of the
household’s inability to pay rent of more than 30 percent of the qualifying household’s income toward rent
during the longer of the federal affordability period or the time period identified in the Contract.

(c) In accordance with the Violence Against Women Act, an incident of actual or threatened domestic
violence, dating violence, sexual assault, or stalking against the documented victim of such actual or
threatened domestic violence, dating violence, sexual assault, or stalking shall not be construed as a serious
or repeated violation of a lease or good cause for termination of tenancy. The Department does not
determine if an Owner has good cause or if a resident has violated the lease terms for other reasons.
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Challenges for evictions or terminations of tenancy must be made by a court of competent jurisdiction or
an agreement of the parties (including an agreement made in arbitration), and the Department will rely on
that determination.

(d) A Development must use a lease or lease addendum that requires households to report changes in
student status.

(e) Owners of HTC Developments are prohibited from locking out or threatening to lock out any
Development resident, except by judicial process, unless the exclusion is necessary for the purpose of
performing repairs or construction work, or in cases of emergency. Owners are further prohibited from
seizing or threatening to seize the personal property of a resident except by judicial process unless the
resident has abandoned the premises. These prohibitions must be included in the lease or lease addendum.

(f) For HOME, TCAP, TCAP RF, NHTF, 811 PRA, NSP, and HOME-ARP Developments, properties that were
initially built for occupancy prior to 1978 must include in their lease or lease addendum a Lead Warning
Statement. To demonstrate compliance, the Department will monitor that all households at HOME, TCAP,
TCAP RF, NHTF, NSP, and HOME-ARP Developments have signed the Disclosure of Information on Lead-
Based Paint and/or Lead-Based Paint Hazards. (24 CFR §92.355, 24 CFR §93.361 and §570.487(c)). The
addendum and disclosure are not required if all lead has been certified to have been cleared from the
Development in accordance with 24 CFR §35.130, and the Owner has the required certification in its on-site
records.

(g) An Owner may bifurcate a lease to terminate the tenancy of an individual who is a tenant or lawful
occupant and engages in criminal activity directly relating to domestic violence, dating violence, sexual
assault, or stalking against another lawful occupant living in the Unit or other affiliated individual as defined
in the VAWA 2013.

(h) All NHTF, TCAP RF, NSP, HOME, and HOME-ARP Developments for which the contract is executed on or
after December 16, 2016, must use the Department created VAWA lease addendum which provides the
ability for the tenant to terminate the lease without penalty if the Department determines that the tenant
qualifies for an emergency transfer under 24 CFR §5.2005(e). 811 PRA Units are prohibited from using the
expired 2005 VAWA lease addendum. After OMB approval of a VAWA lease addendum, all 811 PRA
households must have a valid and executed VAWA lease addendum. For the 811 PRA program certain
addenda for the HUD model lease may be required such as Lead Based Paint Disclosure form, house rules,
and pet rules. No other attachments to the lease are permissible without approval from the Department's
811 PRA staff.

(i) Leasing of HOME, HOME Match, TCAP RF, or NHTF Units to an organization that, in turn, rents those
Units to individuals is not permissible for Developments with contracts dated on or after August 23, 2013.
Leases must be between the Development and an eligible household. NSP and HOME-ARP Developments
may only utilize Master Leases, if specifically allowed in the Development's LURA.

(j) Housing Tax Credit Units leased to an organization through a supportive housing program where the
owner receives a rental payment for the Unit regardless of physical occupancy will be found out of
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compliance if the Unit remains vacant for over 60 days. The Unit will be found out of compliance under the
Event of Noncompliance "Violation of the Unit Vacancy Rule."

(k) It is a Development Owner's responsibility at all times to know what it has agreed to provide by way of
common amenities, Unit amenities, and services.

(I) A Development Owner shall post in a common area of the leasing office a copy and provide each
household, during the application process and upon a subsequent change to the items described in
paragraph (2) of this subsection, the brochure made available by the Department, A Tenant Rights and
Resources Guide, which includes:

(1) Information about Fair Housing and tenant choice;
(2) Information regarding common amenities, Unit amenities, and services; and

(3) A certification that a representative of the household must sign prior to, but no more than 120 days
prior to, the initial lease execution acknowledging receipt of this brochure.

(4) In the event this brochure is not provided timely or the household does not certify to receipt of the
brochure, correction will be achieved by providing the household with the brochure and receiving a signed
certification that it was received.

(m) For Section 811 PRA Units, Owners must use the HUD Model lease, HUD form 92236-PRA.
§10.614. Utility Allowances.

(a) Purpose. The purpose of this section is to provide the guidelines for calculating a Utility Allowance under
the Department's multifamily programs. The Department will cite noncompliance and/or not approve a
Utility Allowance if it is not calculated in accordance with this section. Owners are required to comply with
the provisions of this section as well as any existing federal or state program guidance.

(b) Definitions. The following words and terms, when used in this section, shall have the following
meanings, unless the context clearly indicates otherwise. Other capitalized terms used in this section herein
have the meanings assigned in Chapters 1, 2, 10, 11, and 12 of this title.

(1) Building Type. The HUD Office of Public and Indian Housing (PIH) characterizes building and unit
configurations for HUD programs. The Department will defer to the guidance provided by HUD found at:
http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_11608.pdf (or successor Uniform Resource
Locator (URL)) when making determinations regarding the appropriate building type(s) at a Development.

(2) Power to Choose. The Public Utility Commission of Texas database of retail electric providers in the
areas of the state where the sale of electricity is open to retail competition:
http://www.powertochoose.org/ (or successor URL). In areas of the state where electric service is
deregulated, the Department will verify the availability of residential service directly with the Utility
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Provider. If the Utility Provider is not listed as a provider of residential service in the Development's ZIP
code for an area that is deregulated, the request will not be approved.

(3) Component Charges. The actual cost associated with the billing of a residential utility. Each Utility
Provider may publish specific utility service information in varying formats depending on the service area.
Such costs include, but are not limited to:

(A) Rate(s). Any Fhe cost incurred for the actual unit of measure for the utility (e.g., base cost per kilowatt

hour for electricity, TDU delivery charges, rate per gallon of water, etc.);

-(B) Fees. The cost associated with a residential utility that is incurred regardless of the amount of the utility

the household consumes (e.g., Customer Charge); [and]

(CB) Taxes. Taxes for electricity and gas are regulated by the Texas Comptroller of Public Accounts and can
be found http://comptroller.texas.gov/ (or successor URL). Local Utility Providers have control of the tax
structure related to water, sewer and trash. To identify if taxes are imposed for these utilities, obtain
documentation directly from the Utility Provider.

(4) Multifamily Direct Loan (MFDL). Funds provided through the HOME, NSP, NHTF, TCAP RF, HOME-ARP, or
other program available through the Department, local political subdivision, or administrating agency for
multifamily development that require a Utility Allowance. MFDLs may also include deferred forgivable loans
or other similar direct funding, regardless if it is required to be repaid. Housing Tax Credits, Tax Exempt
Bonds, and Project Based Vouchers are not MFDLs.

(5) Renewable Source. Energy produced from energy property described in IRC §48 or IRC §45(d)(1)
through (4), (6), (9), or (11). The manner in which a resident is billed is limited to the rate at which the local
Utility Provider would have charged the residents for the utility if that entity had provided it to them, and
as may be further limited by the Texas Utilities Code or by regulation.

(6) Submetered Utility. A utility purchased from or through a local Utility Provider by the building Owner
where the resident is billed directly by Owner of the building or to a third party billing company and the
utility is:

(A) Based on the residents' actual consumption of that utility and not an allocation method or Ratio Utility
Billing System (RUBS); and

(B) The rate at which the utility is billed does not exceed the rate incurred by the building Owner for that
utility.

(7) Utility Allowance. An estimate of the expected monthly cost of any utility for which a resident is

financially responsible, other than telephone, cable television, or internet. A utility allowance is considered
implemented once the Unit Status Report is updated and rents are restricted.
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(A) For HTC, TCAP, Exchange buildings, Bonds, and THTF include:
(i) Utilities paid by the resident directly to the Utility Provider;
(ii) Submetered Utilities; and

(iii) Renewable Source Utilities.

(B) For a Development with an MFDL, unless otherwise prescribed in the program's Regulatory Agreement,
include all utilities regardless of how they are paid.

(8) Utility Provider. The company that provides residential utility service (e.g., electric, gas, water,
wastewater, and/or trash) to the buildings.

(c) Methods. The following options are available to establish a Utility Allowance for all programs except
most Developments funded with MFDL funds, which are addressed in subsection (d) of this section. HOME-
ARP may use methods in subsection (c) or subsection (d), but cannot combine two methods in one building.

(1) Rural Housing Services (RHS) buildings or buildings with RHS assisted residents. The applicable Utility
Allowance for the Development will be determined under the method prescribed by the RHS (or successor
agency). No other utility method described in this section can be used by RHS buildings or buildings with
RHS assisted residents.

(2) HUD-Regulated buildings layered with any Department program. If neither the building nor any resident
in the building receives RHS rental assistance payments, and the rents and the Utility Allowances of the
building are regulated by HUD (HUD-regulated building), the applicable Utility Allowance for all rent
restricted Units in the building is the applicable HUD Utility Allowance. No other utility method described in
this section can be used by HUD-regulated buildings. Unless further guidance is received from the U.S.
Department of Treasury or the Internal Revenue Service (IRS), the Department considers Developments
awarded an MFDL (e.g., HOME) to be HUD-Regulated buildings.

(3) Other Buildings. For all other rent-restricted Units, Development Owners must use one of the methods
described in subparagraphs (A) - (E) of this paragraph:

(A) Public Housing Authority (PHA). The Utility Allowance established by the applicable PHA for the Housing
Choice Voucher Program. The Department will utilize the Texas Local Government Code, Chapter 392 to
determine which PHA is the most applicable to the Development.

(i) If the PHA publishes different schedules based on Building Type, the Owner is responsible for
implementing the correct schedule based on the Development's Building Type(s). Example 614(1): The
applicable PHA publishes a separate Utility Allowance schedule for Apartments (5+ units), one for
Duplex/Townhomes and another for Single Family Homes. The Development consists of 20 buildings, 10 of
which are Apartments (5+ units) and the other 10 buildings are Duplexes. The Owner must use the correct
schedule for each Building Type.
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(ii) In the event the PHA publishes a Utility Allowance schedule specifically for energy efficient units, and
the Owner desires to use such a schedule, the Owner must demonstrate that the building(s) meet the
housing authority's specifications for energy efficiency once every five years.

(iii) If the applicable PHA allowance lists flat fees for any utility, those flat fees must be included in the
calculation of the Utility Allowance if the resident is responsible for that utility.

(iv) If the individual components of a Utility Allowance are not in whole number format, the correct way to
calculate the total allowance is to add each amount and then round the total up to the next whole dollar.
Example (2): Electric cooking is $8.63, Electric Heating is $5.27, Other Electric is $24.39, Water and Sewer is
$15. The Utility Allowance in this example is $54.00. If the PHA schedule reflects a rounded amount, then
the PHA method of rounding should be used.

(v) If an Owner chooses to implement a methodology as described in subparagraph (B), (C), (D), or (E) of
this paragraph, for Units occupied by Section 8 voucher holders, the Utility Allowance remains the
applicable PHA Utility Allowance established by the PHA from which the household's voucher is received.

(vi) If the Development is located in an area that does not have a municipal, county, or regional housing
authority that publishes a Utility Allowance schedule for the Housing Choice Voucher Program, Owners
must select an alternative methodology, unless the building(s) is located in the published Housing Choice
Voucher service area of:

() A Council of Government created under Texas Local Government Code, Chapter 303, that operates a
Housing Choice Voucher Program;

(I1) The Department's Housing Choice Voucher Program; or

(1) Another PHA which publishes a separate utility allowance schedule specific to the Development's
location.

(B) Written Local Estimate. The estimate must come from the local Utility Provider, be signed by the Utility
Provider representative, and specifically include all Component Charges for providing the utility service.

(C) HUD Utility Schedule Model. The HUD Utility Schedule Model and related resources can be found at
http://www.huduser.gov/portal/resources/utilallowance.html (or successor URL). Each item on the
schedule must be displayed out two decimal places. The total allowance must be rounded up to the next
whole dollar amount. The Component Charges used can be no older than those in effect 60 days prior to
the beginning of the 90 day period described in subsection (f)(3) of this section related to Effective Dates.

(i) The allowance must be calculated using the MS Excel version available at
http://www.huduser.org/portal/resources/utilmodel.html (or successor URL), as updated from time to
time, with no changes or adjustments made other than entry of the required information needed to
complete the model.
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(ii) In the event that the zip code for the Development is not listed in "Location" tab of the workbook, the
Department will default to the PHA code from the eede-forthe-PHA that is closest in distance to the
Development using online mapping tolls (e.g. Google Maps). If neither the zip code nor the PHA code is

listed, a zip code that borders the Development’s zip code will be used. thatisclosestindistancetothe

. - The Department will obtain the
PHA codes from_https: //WWW hud gov/3|tes/df|Ies/PIH/documents/PHA Contact_Report_TX.pdf (or
successor Uniform Resource Locator (URL)).

(iii) Green Discount. If the Owner elects any of the Green Discount options for a Development,
documentation to evidence that the units and the buildings meet the Green Discount standard as
prescribed in the model is required for the initial approval and every subsequent annual review.

(I) In the event the allowance is being calculated for an application of Department funding (e.g., 9% Housing
Tax Credits), upon request, the Department will provide both the Green Discount and the non-Green
Discount results for application purposes.

(I1) At lease up, the owner may use the utility allowance taking into consideration the green discount if they
obtain written documentation from a qualified professional (e.g., a qualified energy efficiency consultant)
indicating that the Units and buildings will meet the qualifications for the Green Discount within six months
of the placed in service date or for MFDL within six months of the construction completion date.

(iv) Do not take into consideration any costs (e.g., penalty) or credits that a consumer would incur because
of their actual usage. Example 614(3): The Electric Fact Label for ABC Electric Utility Provider provides a
Credit Line of $40 per billing cycle that is applied to the bill when the usage is greater than 999 kWh and
less than 2000 kWh. Example 614(4): A monthly minimum usage fee of $9.95 is applied when the usage is
less than 1000 kWh in the billing cycle. When calculating the allowance, disregard these types of costs or
credits.

(D) Energy Consumption Model. The model must be calculated by a properly licensed mechanical engineer.
The license of the engineer must be submitted along with the model. The individual must not be related to
the Owner within the meaning of §267(b) or §707(b) of the Code. The utility consumption estimate must, at
minimum, take into consideration specific factors that include, but are not limited to, Unit size, building
type and orientation, design and materials, mechanical systems, appliances, characteristics of building
location, and available historical data. Component Charges used must be no older than those in effect 60
days prior to the beginning of the 90 day period described in subsection (f)(3) of this section related to
Effective Dates; and

(E) An allowance based upon an average of the actual use of similarly constructed and sized Units in the
building using actual utility usage data and Component Charges, provided that the Development Owner has
the written permission of the Department. This methodology is referred to as the "Actual Use Method." For
a Development Owner to use the Actual Use Method they must:
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(i) Provide a minimum sample size of usage data for at least five Continuously Occupied Units of each Unit
Type or 20% of each Unit Type, whichever is greater. If there are less than five Units of any Unit Type, data
for 100% of the Unit Type must be provided; and

(ii) Upload the information in subclauses (I) - (1V) of this clause to the Development's CMTS account no later
than the beginning of the 90 day period after which the Owner intends to implement the allowance,
reflecting data no older than 60 days prior to the 90 day implementation period described in described in
subsection (f)(3) of this section related to Effective Dates.

(I) An Excel spreadsheet listing each Unit for which data was obtained to meet the minimum sample size
requirement of a Unit Type, the number of bedrooms, bathrooms and square footage for each Unit, the
household's move-in date, the utility usage (e.g., actual kilowatt usage for electricity) for each month of the
12 month period for each Unit for which data was obtained, and the Component Charges in place at the
time of the submission;

(1) All documentation obtained from the Utility Provider (or billing entity for the utility provider) and/or
copies of actual utility bills gathered from the residents, including all usage data not needed to meet the
minimum sample size requirement and any written correspondence from the utility provider;

(111) The rent roll showing occupancy as of the end of the month for the month in which the data was
requested from the utility provider; and

(IV) Documentation of the current Utility Allowance used by the Development.

(iii) Upon receipt of the required information, the Department will determine if the Development Owner
has provided the minimum information necessary to calculate an allowance using the Actual Use Method. If
so, the Department shall calculate the Utility Allowance for each bedroom size using the guidelines
described in subclauses () - (V) of this clause;

(1) If data is obtained for more than the sample requirement for the Unit Type, all data will be used to
calculate the allowance;

(1) If more than 12 months of data is provided for any Unit, only the data for the most current 12 will be
averaged;

(1) The allowance will be calculated by multiplying the average units of measure for the applicable utility

(i.e., kilowatts over the last 12 months by the current rate) for all Unit Types within that bedroom size. For
example, if sufficient data is supplied for 18 two bedroom/one bath Units, and 12 two bedroom/two bath
Units, the data for all 30 Units will be averaged to calculate the allowance for all two bedroom Units;

(IV) The allowance will be rounded up to the next whole dollar amount. If allowances are calculated for

different utilities, each utility's allowance will be rounded up to the next whole dollar amount and then
added together for the total allowance; and
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(V) If the data submitted indicates zero usage for any month, the data for that Unit will not be used to
calculate the Utility Allowance.

(iv) The Department will complete its evaluation and calculation within 45 days of receipt of all the
information requested in clause (ii) of this subparagraph;

(d) In accordance with 24 CFR §§92.252 and 93.302, for an MFDL in which the Department is the funding
source, the Utility Allowance will be established in the following manner:

(1) For Developments that, as a result of funding, must calculate the Utility Allowance under HUD
Multifamily Notice H-2015-4, as revised from time to time, the applicable Utility Allowance for all rent
restricted Units in the building is the applicable Utility Allowance calculated under that Notice. No other

utility method described in this section can be used.

(2) Other Buildings. The Utility Allowance may be initiated by the Owner using the methodologies described
in subsection (c)(3)(B), (C), (D), or (E) of this section related to Methods.

(A) Buildings for which the only source of MFDL funding is HOME-ARP and which contain no HOME-Match
Units may calculate the Utility Allowance using the methodology described in subsection (c)(3)(A).

(B) The methodology must be annually reviewed and approved by the Department.

(3) If a request is not received by October 1st, the Department will calculate the Utility Allowance using the
HUD Utility Schedule Model. For property specific data, the Department will use:

(A) The information submitted in the Annual Owner's Compliance Report;
(B) Entrance Interview Questionnaires submitted with prior monitoring reviews; or

(C) The owner may be contacted and required to complete the Utility Allowance Questionnaire. In such
case, a five day period will be provided to return the completed questionnaire.

(D) Utilities will be evaluated in the following manner:

(i) For regulated utilities, the Department will contact the Utility Provider directly and apply the Component
Charges in effect no later than 60 days before the allowance will be effective.

(i) For deregulated utilities:
(I) The Department will use the Power to Choose website and search available Utility Providers by ZIP code;

(I1) The plan chosen will be the median cost per kWh based on average price per kWh for the average
monthly use of 1000 kWh of all available plans; and
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(1) The actual Component Charges from the plan chosen in effect no later than 60 days before the
allowance will be effective will be entered into the Model.

(E) The Department will notify the Owner contact in CMTS of the new allowance and, if requested, provide
the backup for how the allowance was calculated. The owner will be provided a five day period to review
the Department's calculation and note any errors. Only errors related to the physical characteristics of the
building(s) and utilities paid by the residents will be reconsidered; the utility plan and Utility Provider
selected by the Department and Component Charges used in calculating the allowance will not be changed.
During this five day period, the owner also has the opportunity to submit documentation and request use
of any of the available Green Discounts.

(F) The allowance must be implemented for rent due in all program Uunits thirty days after the Department
notifies the Owner of the allowance.

(4) HTC Buildings in which there are Units under an MFDL program are considered HUD-Regulated buildings
and the applicable Utility Allowance for all rent restricted Units in the building is the Utility Allowance
calculated under the MFDL program. If the Department is the awarding_entity, no other utility method
described in this section can be used [by HUD-regulated buildings.] If the Department is not the awarding
jurisdiction, Owners are required to obtain, annually, the Utility Allowance established by the awarding
jurisdiction, and to document all efforts to obtain such allowance to evidence due diligence in the event
that the jurisdiction is nonresponsive. In such an event, provided that, sufficient evidence of due diligence is
demonstrated, the Department, in its sole discretion, may allow for the use of the methods described in
subsection (c)(3)(B), (C), (D) or (E) of this section related to Methods to calculate and establish its utility
allowance..

(e) Acceptable Documentation. For the Methods where utility specific information is required to calculate
the allowance (e.g., base charges, cost per unit of measure, taxes) Owners should obtain documentation
directly from the Utility Provider and/or Regulating State Agency. Any Component Charges related to the
utility that are published by the Utility Provider and/or Regulating State Agency must be included. In the
case where a utility is billed to the Owner of the building(s) and the Owner is billing residents through a
third party billing company, the Component Charges published by the Utility Provider and not the third
party billing company will be used.

(f) Changes in the Utility Allowance. An Owner may not change Utility Allowance methods, start or stop
charging residents for a utility without prior written approval from the Department. Example 614(5): A
Housing Tax Credit Development has been paying for water and sewer since the beginning of the
Compliance Period. In year eight, the Owner decides to require residents to pay for water and sewer. Prior
written approval from the Department is required. Any such request must include the Utility Allowance
Questionnaire found on the Department's website and supporting documentation. Developments may not
start or stop charging residents for a utility during a lease term.

(1) The Department will review all requests, with the exception of the methodology prescribed in
subsection (c)(3)(E) of this section related to Methods, within 90 days of the receipt of the request.
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(2) If the Owner fails to post the notice to the residents and simultaneously submit the request to the
Department by the beginning of the 90 day period, the Department's approval or denial will be delayed for
up to 90 days after Department notification. Example 614(6): The Owner has chosen to calculate the
electric portion of the Utility Allowance using the written local estimate. The annual letter is dated July 5,
2022, and the notice to the residents was posted in the leasing office on July 5, 2022. However, the Owner
failed to submit the request to the Department for review until September 15, 2022. Although the Notice
to the Residents was dated the date of the letter from the utility provider, the Department was not
provided the full 90 days for review. As a result, the allowance cannot be implemented by the owner until
approved by the Department.

(3) Effective dates. If the Owner uses the methodology as described in subsection (c)(3)(A) of this section
related to Methods, no posting is required, and any changes to the allowance can be implemented
immediately, but must be implemented for rent due at least 90 days after the change. For methodologies
as described in subsection (c)(3)(B), (C), (D) and (E) of this section related to Methods, the allowance cannot
be implemented until the estimate is submitted to the Department and is made available to the residents
by posting in a common area of the leasing office at the Development. This action must be taken by the
beginning of the 90 day period in which the Owner intends to implement the Utility Allowance. Nothing in
this section prohibits an Owner from reducing a resident's rent prior to the end of the 90 day period when
the proposed allowance would result in a gross rent issue.

201900178-1.pdf
(g) Requirements for Annual Review.

(1) RHS and HUD-Regulated Buildings. Owners must demonstrate that the utility allowance has been
reviewed annually and in accordance with the RHS or HUD regulations.

(2) Buildings using the PHA Allowance. Owners are responsible for periodically determining if the applicable
PHA released an updated schedule to ensure timely implementation. When the allowance changes or a
new allowance is made available by the PHA, it can be implemented immediately, but must be
implemented for rent due 90 days after the PHA published effective date.

(3) Written Local Estimate, HUD Utility Model Schedule and Energy Consumption Model. Owners must
update the allowance once a calendar year. The update and all back up documentation required by the
method must be submitted to the Department no later than October 1st of each year. However, Owners
are encouraged to submit prior to the deadline to ensure the Department has time to review. At the same
time the request is submitted to the Department, the Owner must post, at the Development, the Utility
Allowance estimate in a common area of the leasing office where such notice is unobstructed and visible in
plain sight. The Department will review the request for compliance with all applicable requirements and
reasonableness. If, in comparison to other approved Utility Allowances for properties of similar size,
construction and population in the same geographic area, the allowance does not appear reasonable or
appears understated, the Department may require additional support and/or deny the request. With the
exception of MFDL developments, if an Owner fails to submit for annual review during the calendar year,
the Development’s Utility Allowance will default to the applicable PHA allowance. If the Development is
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located in an area that does not have a PHA, the Development fails to have a properly calculated Utility
Allowance. The Utility Allowance for MFDL Developments that fail to submit for annual review will be
calculated pursuant to subsection (d) of this section.

(4) Actual Use Method. Owners must update the allowance once a calendar year. The update and all back
up documentation required by the method must be submitted to the Department no later than August 1st
of each year. However, Owners are encouraged to submit prior to the deadline to ensure the Department
has time to review. With the exception of MFDL developments, if an Owner fails to submit for annual
review during the calendar year, the Development’s Utility Allowance will default to the applicable PHA
allowance. If the Development is located in an area that does not have a PHA, the Development fails to
have a properly calculated Utility Allowance. The Utility Allowance for MFDL Developments that fail to
submit for annual review will be calculated using the HUD Utility Model Schedule.

(h) For Owners participating in the Department's Section 811 Project Rental Assistance (PRA) Program, the
Department will establish the Utility Allowance for all 811 Units. On an annual basis, the Department will
calculate a Utility Allowance and provide the Owner with a property-specific rent schedule containing the
approved Utility Allowance. The allowance listed on the rent schedule only applies to 811 PRA Units, not
the entire building, and is the only allowance approved for use on 811 PRA Units.

(i) Combining Methods. In general, Owners may combine any methodology described in this section for
each utility service type paid directly by the resident and not by or through the Owner of the building (e.g.,
electric, gas). For example, if residents are responsible for electricity and gas, an Owner may use the
appropriate PHA allowance to determine the gas portion of the allowance and use the Actual Use Method
to determine the electric portion of the allowance. RHS and certain HUD-Regulated buildings (e.g., buildings
with MFDL funds) are not allowed to combine methodologies.

(j) The Owner shall maintain and make available for inspection by the resident all documentation, including,
but not limited to, the data, underlying assumptions and methodology that was used to calculate the
allowance. Records shall be made available at the resident manager's office during reasonable business
hours or, if there is no resident manager, at the dwelling Unit of the resident at the convenience of both
the Owner and resident.

(k) Utility Allowances for Applications.

(1) If the application includes RHS assisted buildings or tenants, the utility allowance is prescribed by the
RHS program. No other method is allowed.

(2) If the application includes HUD-Regulated buildings for HUD programs other than an MFDL program the
applicable Utility Allowance for all rent restricted Units in the building is the applicable HUD Utility
Allowance. No other utility method is allowed.

(3) If the application includes MFDL funds from the Department, Applicants may calculate the utility
allowance in accordance with subsection (c)(3)(B), (C), (D) or (E) of this section related to Methods.
Applicants must submit their utility allowance to the Compliance Division prior to full application
submission. In the event that the application has an MFDL from the Department, and receives federal funds

Page 36 of 58



from a unit of local government, the Department will require the use of the allowance approved by the
Department. HOME-ARP may use subsection (c)(3)(A) of this section.

(4) If the application includes federal funds from a unit of local government but no MFDL from the
Department, Applicants are required to request in writing the Utility Allowance from the awarding
jurisdiction. If the awarding jurisdiction does not respond or requests the Department calculate the
allowance, the Department will establish the initial Utility Allowance in accordance with subsection (d)(3) of
this section.

(5) For all other applications, Applicants may calculate the utility allowance in accordance with subsection
(c)(3)(A), (B), (C), (D), or (E) of this section related to Methods. If using the method described in subsection
(c)(3)(B), (C), (D), or (E), applicants must submit their utility allowance to the Compliance Division prior to
full application submission.

(A) Upon request, the Compliance Division will calculate or review an allowance for application. The request
must be submitted to the Compliance Division no later than 21 days, but no earlier than 90 days, from
when the application is due.

(B) Example 7: An application for a 9% HTC is due March 1, 2022. The applicant would like Department
approval to use an alternative method by February 15, 2022. The request must be submitted to the
Compliance Division no later than January 25, 2022, three weeks before February 15, 2022.

(C) Example 8: An Applicant intends to submit an application for a 4% HTC with Tax Exempt Bonds on
August 11, 2022, and would like to use an alternative method. Because approval is needed prior to
application submission, the request can be submitted no earlier than May 13, 2022, (90 days prior to
August 11, 2022) and no later than July 21, 2022, (21 days prior to August 11, 2022).

(D) Any requests for new resources (either additional funds or tax credits) on a Development with an
existing Department LURA must use the method that is in effect on the existing Development. If the Owner
wishes to change or if for an MFDL application is required to change the methods for the purposes of the
application, a request for the existing Development must first be submitted to the Compliance Division for
approval.

(6) All Utility Allowance requests related to applications of funding must:

(A) Be submitted directly to UA-Application@tdhca.state.tx.us. Requests not submitted to this email
address will not be recognized.

(B) Include the "Utility Allowance Questionnaire for Applications" along with all required back up based on
the method. If back-up is not submitted the Utility Allowance will be calculated using the HUD Utility
Schedule Model as described in subsection (d)(3) of this section.

() If Owners want to change to a utility allowance other than what was used for underwriting the Owner

must submit Utility Allowance documentation for Department approval, at minimum, 90 days prior to the
commencement of leasing activities. The Owner is not required to review the utility allowances, or
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implement new utility allowances, until the building has achieved 90% occupancy for a period of 90
consecutive days or the end of the first year of the Credit Period (if applicable), whichever is earlier. Once a
request to change the utility allowance is approved or implemented, the utility allowance used at
underwriting is no longer valid.

(m) The Department reserves the right to outsource to a third party the review and approval of all or any
Utility Allowance requests to use the Energy Consumption Model or when review requires the use of
expertise outside the resources of the Department. In accordance with Treasury Regulation §1.42-10(c) any
costs associated with the review and approval shall be paid by the Owner.

(n) All requests described in this subsection must be complete and uploaded directly to the Development's
CMTS account using the "Utility Allowance Documents" in the type field and "Utility Allowance" as the
TDHCA Contact. The Department will not be able to approve requests that are incomplete and/or are not
submitted correctly.

§10.615. Elections under IRC §42(g) and Additional Income and Rent Restrictions for HTC, Exchange, and
TCAP Developments.

(a) Under the Code, HTC Development Owners may elect 20% of the Units restricted at the 50% income and
rent limits (20/50), 40% of the Units restricted at the 60% income and rent limits (40/60) or the average
income minimum set aside. Many Developments have additional income and rent requirements (e.g., 30%,
40% and 50%) that are lower than or in addition to the election requirement. This requirement is referred
to as "additional occupancy restrictions" and is reflected in the Development's LURA.

(b) A Development with additional rent and occupancy restrictions must maintain a waiting list for their
lower rent restricted Units. The Development's waitlist policy must inform applicants and current residents
of the availability of lower rent Units and the process for renting a lower rent Unit. Unless otherwise
approved at Application, underwriting, and cost certification, all Unit sizes must be available at the lower
rent limits. The waitlist policy for Developments with lower rent restricted Units must address how the
waiting list for their lower rent restricted Units will be managed. The policy must not give a preference to
prospective applicants over existing households. However, a Development may, but is not required to,
prioritize existing households over prospective applicants.

(c) The Department will examine the actual gross rent (tenant portion of rent plus utility allowance plus any
mandatory fees) and income levels of all households to determine if the additional income and rent
requirements of the LURA are met. Until and unless the Internal Revenue Service or Treasury Department
issue conflicting guidance, the Department will examine the actual gross rent and income of all households
to determine if Developments that elected the average income minimum set aside have met the federal
requirements and any lower additional occupancy restriction reflected in the Development's LURA.

(d) Until and unless the Internal Revenue Service or the Treasury Department issue conflicting or additional

guidance, the Department will monitor the Available Unit Rule in the following manner for Developments
that elected the average income minimum set aside:
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(1) If the income of the household who, at the last certification, had an income and rent less than the 60%
limits exceeds 140% of the 60% limit, the household must be redesignated as over income.

(2) If the income of a household with an income or rent above the 60% level and less than or equal to the
70% limits exceeds 140% of the 70% limit, the household must be designated as over income.

(3) If the income of a household with an income or rent above the 70% level and less than or equal to the
80% limits exceeds 140% of the 80% limit, the household must be designated as over income.

(4) Owners are not required to terminate the tenancy of over income households. When the Unit occupied
by an over income household is vacated, it must be reoccupied by a household with an income and rent
level equal to or less than the rent level of the household that went over income. In addition, the Unit must
be reoccupied by a household that restores the low income average of the project to 60% or less.

(e) Units at 80% area median income and rent on HTC Developments. In certain years, the Department's
Qualified Allocation Plan provided incentives to lease 10% of the Development's Market Rate Units to
households at 80% income and rents. This section provides guidance for implementation. If the LURA
requires 10% of the Market Rate Units be leased to households at 80% income and rent limits, the Owner
must certify the 80% households at the time of move in only. Recertifications will not be required. Student
rules do not apply to Units occupied by 80% households. Noncompliance with the requirement to lease to
80% households is not reportable to the IRS on IRS Form 8823 but will be cited as noncompliance under the
event "Development failed to meet additional state required rent and occupancy restrictions."

(f) The Department does not require Developments to lease more Units under the additional occupancy
restrictions than established in their LURA. However, if a Development inadvertently designates more
households than required under the additional rent and occupancy restrictions, they may only decrease to
the minimum number through attrition and new move ins, not by removing designations.

(g) Developments where 100% of the households pay rent equal to 30% of their adjusted income are not

required to comply with §10.615(b) regarding wait lists for lower designated Units. In addition,

Developments where 100% of the households pay rent equal to 30% of their adjusted income will not be

required to change designations if the tenant portion of rent increases because of an increase in household

income. Compliance will be evaluated without regard for how the owner designated the households on the

Income Certification or the Unit Status Report. Instead, for Developments where 100% of the households

pay rent equal to 30% of their adjusted income, compliance with additional rent and occupancy restrictions

will be determined by a review of the actual incomes and rents charged.

§10.616. Household Unit Transfer Requirements for All Programs.

(a) The requirements and restrictions regarding household transfers for HTC, Exchange, and TCAP
Developments are based on whether the tax credit project is 100% low-income or mixed income and if the
Owner elected to treat buildings in the project as part of a multiple building project. To determine if a
Development is a multiple building project, refer to the election on IRS Form(s) 8609 line 8(b) and
accompanying statements (if any). If IRS Form(s) 8609 have not yet been issued by the Department and
filed by the Owner, each building is its own project. The Department may allow Owners to indicate their
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intended 8(b) elections and will monitor accordingly. Failure to file the same elections with the IRS may
result in noncompliance, additional monitoring, an additional monitoring fee and findings of
noncompliance.

(1) 100% low-income multiple building projects: Households may transfer to any Unit in a 100% low-income
multiple building project and retain their program designation. The household does not need to be and
should not be certified at the time of transfer. The move in date remains the date the household was first
designated under the program.

(2) Each building is its own project (100% low-income and mixed income projects). Developments that
made the 20/50 or 40/60 election: at the time of transfer, the household must be certified and have a
current annual income less than the income limit established by the minimum set aside the Owner
selected. Developments that elected the average income test under IRC §42(g): the household must be
certified and their current designation averaged together with the designations of the other households in
the project must be equal to or less than the percentage represented at the time of Application.

(3) Mixed income multiple building projects: Low-income households retain their program designation
when they transfer to any Unit in a multiple building project if at the last annual certification their income
was less than 140% of area median income level set by the minimum set aside.

(b) Household transfers for Bond, THTF, NHTF, HOME, TCAP RF, HOME Match, NSP, and HOME-ARP with
floating Units. Households may transfer to any Unit within the Development. A certification is not required
at the time of transfer. If the household transfers to a different Unit Type, the Development must maintain
the Unit Type dispersion as reflected in its LURA, by re-leasing the vacated Unit to a program eligible
household. If the Development is required to perform annual income recertifications, the recertification is
due on the anniversary date the household originally moved into the Development. If the Development is
layered with Housing Tax Credits, use the transfer guidelines described in subsection (a) of this section
(relating to Household Unit Transfer Requirements).

(c) Household transfers for NHTF, HOME, TCAP RF, HOME Match, NSP, and HOME-ARP with fixed Units.
Households may transfer to any Unit and do not need to be certified at the time of the transfer. If the
household transfers to a Unit that is not fixed, the Development must re-lease the vacated Unit to a
program eligible household. If the Development is required to perform annual income recertifications, the
recertification is due on the anniversary date the household originally moved into the Development. If the
Development is layered with Housing Tax Credits, use the transfer guidelines described in subsection (a) of
this section (relating to Household Unit Transfer Requirements).

(d) Household Transfers in the Same Building for the HTC Programs. A Household may transfer to a new
Unit within the same building (for the HTC program within the meaning of IRS Notice 88-91). The Unit
designations will swap status.

§10.618. Monitoring and Inspections.

(a) The Department may perform an onsite monitoring review, a mail in desk review and physical
inspection of any Development, and review and photocopy all documents and records supporting
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compliance with Departmental programs through the end of the Compliance Period or the end of the
period covered by the LURA, whichever is later. The Development Owner shall permit the Department
access to the Development premises and records.

(b) The Department will perform monitoring reviews of each low-income Development. The Department
will conduct:

(1) The first review of HTC Developments by the end of the second calendar year following the year the last
building in the Development is placed in service;

(2) The first review of all Developments, other than those described in paragraph (1) of this subsection, as
leasing commences;

(3) During the Federal Compliance Period subsequent reviews will be conducted at least once every three
years;

(4) After the Federal Compliance Period, Developments will be monitored in accordance with §10.623 of
this chapter (relating to Monitoring Procedures for Housing Tax Credit Properties After the Compliance
Period);

(5) A physical inspection of the Development including the exterior of the Development, Development
amenities, and an interior inspection of a sample of Units;

(6) Limited reviews of physical conditions, including follow-up inspections to verify completion of reported
corrective action, may be conducted without prior notice (unless access to tenant units is required, in which
case at least 48 hours notice will be provided); and

(7) Reviews, meetings, and other appropriate activity in response to complaints or investigations.

(c) The Department will perform onsite file reviews or a mail in desk review and monitor:

(1) Low-income resident files in each Development, and review the Income Certifications;

(2) The documentation the Development Owner has received to support the certifications;

(3) The rent records; and

(4) Any additional aspects of the Development or its operation that the Department deems necessary or
appropriate.

(d) The LURA for most HOME, NSP, TCAP RF, NHTF, and HOME-ARP Developments specifies a required Unit
Mix and income level. During the monitoring review it will be determined if the minimum number of
affordable Units and exact square footage has been provided. Failure to provide the exact square footage
listed in the LURA will be cited as "Failure to provide correct square footage". Failure to provide the
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required number of Units required by the LURA will be cited as "Household income above income limit
upon initial occupancy".

(1) Example 2. A TCAP RF LURA requires eight low-income units at 60% AMI with the following Unit mix:
(A) Three one bedroom, one bath units with a Net Rentable Area (NRA) of 770 sq ft;

(B) One two bedroom one bath units with a NRA of 900 sq ft; and

(C) Four three bedroom two bath units with a NRA of 1000 sq ft.

(2) If during the monitoring review the Development has eight units designated as TCAP RF, but is not
exactly the Units and square footage mix shown in subparagraphs (A) - (C) of this paragraph in Example
612(2) (even if the actual square footage provided is greater) the noncompliance "Failure to provide correct
square footage" will be cited.

(e) At times other than monitoring reviews, the Department may request for review, in a format designated
by the Department, information on tenant income and rent for each Low-Income Unit and may require a
Development Owner to submit copies of the tenant files, including copies of the Income Certification, the
documentation the Development Owner has received to support that certification, and the rent record for
any low-income tenant.

(f) The Department will select the Low-Income Units and tenant records that are to be inspected and
reviewed. Original records are required for review. The Department will not give Development Owners
advance notice that a particular Unit, tenant record, or a particular year will be inspected or reviewed.
However, the Department will give reasonable notice, as defined in Treasury Regulation 1.42-5, to the
Development Owner that an onsite inspection or a tenant record review will occur so the Development
Owner may notify tenants of the inspection or assemble original tenant records for review. If a credible
complaint of fraud or other egregious alleged or suspected noncompliance is received, the Department
reserves the right to conduct unannounced onsite monitoring visits and/or physical inspections.

(g) In order to prepare for monitoring reviews and physical inspections and to reduce the amount of time
spent onsite, Department staff must review certain requested documentation described in the notification.
Owners are required to submit documentation by the required deadline indicated in the notification.
Failure to submit required documentation will result in a finding of noncompliance.

§10.619. Monitoring for Social Services.

(a) If a Development's LURA requires the provision of social services, the Department will confirm this
requirement is being met in accordance with the LURA. Owners are required to maintain sufficient
documentation to evidence that services are actually being provided. Documentation will be reviewed
during monitoring reviews beginning with the first monitoring review. Planned services with specific dates
may suffice as evidence of compliance during the first monitoring review. Evidence of services must be
submitted to the Department upon request. The first monitoring review Example 619(1): The Owner's LURA
requires provision of onsite daycare services. The Owner maintains daily sign in sheets to demonstrate
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attendance and keeps a roster of the households that are regularly participating in the program. The Owner
also keeps copies of all newsletters and fliers mailed out to the Development tenants that reference
daycare services. Example 619(2): The Owner's LURA requires a monetary amount to be expended on a
monthly basis for supportive services. The Owner maintains a copy of an agreement with a Supportive
Service provider and documents the amount expended as evidence that this requirement is being met.

(b) A substantive modification of the scope of tenant services requires Board approval. Such requests must
comply with procedures in §10.405 of this chapter (relating to Amendments and Extensions). It is not
necessary to obtain prior written approval to change the provider of services unless the scope of services is
being changed. Failure to comply with the requirements of this section shall result in a finding of
noncompliance.

(c) If the Development's LURA requires a monthly expenditure for the provision of services, the Department
will monitor to confirm compliance. Includable costs to support the expenditure include those costs directly
related to providing the service(s). Such costs can include, but are not limited to, the cost of contracting the
services with a qualified provider, cost of notification of such services (for example, a monthly newsletter),
and other costs that can be documented and would only be incurred as a result of the service. An Owner
cannot include any costs related to the normal expense of maintaining or operating a Development, utility
bills of any kind, in-kind contributions or services, cleaning or contracted janitorial services, office supplies,
cost of copier or fax, costs incurred for maintenance of machinery, or volunteer hours. This list is not
inclusive, but any other costs identified by the Owner shall be reviewed for consistency with this
subsection.

§10.621. Property Condition Standards.

(a) All Developments funded by the Department must be decent, safe, sanitary, in good repair, and suitable
for occupancy throughout the Affordability Period. The Department will use HUD's Uniform Physical
Condition Standards (UPCS) to determine compliance with property condition standards. In addition,
Developments must comply with all local health, safety, and building codes.

(b) HTC Development Owners are required by Treasury Regulation §1.42-5 to report (through the Annual
Owner's Compliance Report) any local health, safety, or building code violations. HTC Developments that
fail to comply with local codes shall be reported to the IRS.

(c) The Department is required to report any HTC Development that fails to comply with any requirements
of the UPCS or local codes at any time during the compliance period to the IRS on IRS Form 8823.
Accordingly, the Department will submit IRS Form 8823 for any UPCS violation.

(d) Acceptable evidence of correction of deficiencies is a certification from an appropriate licensed
professional that the item now complies with the inspection standard or other documentation that will
allow the Department to reasonably determine when the repair was made and whether the repair
sufficiently corrected the violation(s) of UPCS standards. Acceptable documentation includes: copies of
work orders (listing the deficiency, action taken or repairs made to correct the deficiency, date of corrective
action, and signature of the person responsible for the correction), invoices (from vendors, etc.), or other
proof of correction. Photographs are not required but may be submitted if labeled and only in support of a
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work order or invoice. The Department will determine if submitted materials satisfactorily document
correction of noncompliance.

(e) Selection of Units for Inspection.

(1) Vacant Units will not be inspected (alternate Units will be selected) if a Unit has been vacant for fewer
than 30 days.

(2) Units vacant for more than 30 days are assumed to be ready for occupancy and may be inspected. No
deficiencies will be cited for inspectable items that require utility service, if utilities are turned off and the
inspectable item is present and appears to be in working order.

(f) The Department will consider a request for review of a UPCS score using a process similar to the process
established by the U. S. Department of Housing and Urban Development Real Estate Assessment Center.
The request must be submitted in writing within 45 calendar days of receiving the initial UPCS inspection
report and score.

(g) Examples of items that can be adjusted include, but are not limited to:

(1) Building Data Errors--The inspection includes the wrong building or a building that is not owned by the
Development.

(2) Unit Count Errors--The total number of units considered in scoring is incorrect as reported at the time of
the inspection.

(3) Non-Existent Deficiency Errors--The inspection cites a deficiency that did not exist at the time of the
inspection.

(4) Local Conditions and Exceptions--Circumstances include inconsistencies between local code
requirements and the UPCS inspection protocol, such as conditions permitted by local variance or license
(e.g., child guards allowed on sleeping room windows by local building codes) or preexisting physical
features that do not conform to or are inconsistent with the Department's physical condition protocol.

(5) Ownership Issues--Items that were captured and scored during the inspection that are not owned
and/or not the responsibility of the Development. Examples include sidewalks, roads, fences, retaining
walls, and mailboxes owned and maintained by adjoining properties or the city/county/state and resident-
owned appliances that are not maintained by the Owner.

(6) Modernization Work In Progress--Developments undergoing extensive modernization work in progress,
underway at the time of the physical inspection, may qualify for an adjustment. All elements of the Unit
that are not undergoing modernization at the time of the inspection (even if modernization is planned) will
be subject to the Department's physical inspection protocol without adjustment. Any request for a
Database adjustment for modernization work in progress must include proof the work was contracted
before any notice of inspection was issued by the Department.
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(h) Examples of items that cannot be adjusted include, but are not limited to:

(1) Disagreements over the severity of a defect, such as deficiencies rated Level 3 that the Owner believes
should be rated Level 1 or 2;

(2) Deficiencies that were repaired or corrected during or after the inspection; or

(3) Deficiencies recorded with no associated point loss (for example, inoperable smoke detectors) or
deficiencies for survey purposes only (for example, fair housing accessibility).

(i) All Exigent and Fire Safety (E&FS or EH&S) deficiencies must be corrected immediately. Project Owner’s
Certification That All Exigent and Fire Safety Deficiencies Have Been Corrected must be completed and
uploaded to CMTS within 72 hours (three Department business days).

§10.622. Special Rules Regarding Rents and Rent Limit Violations.

(a) Rent or Utility Allowance Violations of the maximum allowable limit for the HTC program. Under the
HTC program, the amount of rent paid by the household plus an allowance for utilities, plus any mandatory
fees, cannot exceed the maximum applicable limit (as determined by the minimum set-aside elected by the
Owner) published by the Department. If it is determined that an HTC Development, during the Compliance
Period, collected rent in excess of the rent limit established by the minimum set-aside, the Owner must
correct the violation by reducing the rent charged. The Department will report the violation as corrected on
January 1st of the year following the violation. The refunding of overcharged rent does not avoid the
disallowance of the credit by the IRS.

(b) Rent or Utility Allowance Violations of additional rent restrictions under the HTC program. If Owners
agreed to additional rent and occupancy restrictions, the Department will monitor to confirm compliance. If
noncompliance is discovered, the Department will require the Owner to restore compliance by refunding
(not a credit to amounts owed the Development) any excess rents to a sufficient number of households to
meet the set aside.

(c) Rent Violations of the maximum allowable limit due to application fees. Under the HTC program,
Owners may not charge tenants any overhead costs as part of the application fee. Owners must only charge
the actual cost for application fees as supported by invoices from the screening company the Owner uses.

(1) The amount of time Development staff spends checking an applicant's income, credit history, and
landlord references may be included in the Development's application fee. Development Owners may add
up to $5.50 per Unit for their other out of pocket costs for processing an application without providing
documentation. Example 622(2): A Development's out of pocket cost for processing an application is $17.00
per adult. The property may charge $22.50 for the first adult and $17.00 for each additional adult.

(2) Documentation of Development costs for application processing or screening fees must be made
available during monitoring reviews or upon request. The Department will review application fee
documentation during [onsite] monitoring reviews. If the Development pays a flat monthly fee to a third
party for credit or criminal background checks, Owners must calculate the appropriate fee to be charged
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applicants by using the total number of applications processed, not just approved applications.
Developments that pay a flat monthly fee must determine the appropriate application fee at least annually
based on the prior year's activity. If the Department determines from a review of the documentation that
the Owner has overcharged residents an application fee or collected impermissible deposits, the
noncompliance will be reported to the IRS on Form 8823 under the category "gross rent(s) exceeds tax
credit limits." The noncompliance will be corrected on January 1st of the next year.

(3) Owners are not required to refund the overcharged fee amount. To correct the issue, Owners must
reduce the application fee for prospective applicants. Once the fee is reduced for prospective applicants,
the Department will report the affected back in compliance on January 1st of the year after they were
overcharged the application fee or an impermissible deposit.

(4) Throughout the Affordability Period, Owners may not charge a deposit or any type of fee (other than an
application fee) for a household to be placed on a waiting list.

(d) Rent or Utility Allowance Violations on MFDL programs, the amount of rent paid by the household plus
an allowance for utilities, plus any mandatory fees and any rental assistance (unless otherwise described in
the LURA) cannot exceed the designated applicable limit published by the Department. If it is determined
that the Development collected rent in excess of the allowable limit, the Department will require the
Owner to refund or credit the affected residents the amount of rent that was overcharged. The Owner
must obtain in writing, from the household, the election to receive a full refund check or to have the entire
overpaid amount credited to their household’s account. In the absence of a household’s election, a full
refund check must be presented to the household within thirty days.

(e) Rent or Utility Allowance Violations on HTC Developments after the Compliance Period, HTC properties
for three years after the LURA is released as a result of a foreclosure or deed in lieu of foreclosure (as
applicable), BOND, and THTF the amount of rent paid by the household plus an allowance for utilities, plus
any mandatory fees cannot exceed the designated applicable limit published by the Department. If it is
determined that the Development collected rent in excess of the allowable limit, the Department will
require the Owner to refund or credit the affected residents the amount of rent that was overcharged. The
Owner must obtain in writing, from the household, the election to receive a full refund check or to have the
entire overpaid amount credited to their household account. In the absence of a tenant election, a full
refund check must be presented to the household within thirty days.

(f) Trust Account to be established. If the Owner is required to refund rent under subsection (b) or (d) of
this section and cannot locate the resident, the excess monies must be deposited into a trust account for
the household. If the violation effects multiple households, the Owner may set up a single account with all
of the unclaimed funds. The account must remain open for the shorter of a four year period, [or] until all
funds are claimed, or the expiration of the Extended Use Agreement. If funds are not claimed after the
required period, the unclaimed funds must be remitted to the Texas Comptroller of Public Accounts
Unclaimed Property Holder Reporting Section to be disbursed as required by Texas unclaimed property
statutes. All unclaimed property remissions to the Comptroller must be broken out by individuals and

particular amounts.
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(g) Rent Adjustments for HOME, TCAP RF, and HOME-ARP Developments:

(1) 100% HOME/TCAP-RF/HOME-ARP assisted Developments. If a household's income exceeds 80% at
recertification, the Owner must charge rent equal to 30% of the household's adjusted income;

(2) HOME/TCAP-RF/HOME-ARP Developments with any Market Rate Units. If a household's income exceeds
80% at recertification, the Owner must charge rent equal to the lesser of 30% of the household's adjusted
income or the comparable Market rent; and

(3) HOME/TCAP-RF/HOME-ARP Developments layered with other Department affordable housing
programs. If a household's income exceeds 80% at recertification, the owner must charge rent equal to the
lesser of 30% of the household's adjusted income or the rent allowable under the other Program.

(h) Rent Adjustments for HOME-ARP Qualified Populations:

(1) Units restricted for occupancy by Qualifying Populations with incomes equal or less than 50% will have
rents of 30% of the adjusted income of the household, with adjustments for number of bedrooms in the
unit.

(2) Units restricted for occupancy by Qualifying Populations with incomes greater than 50% of median
income but at or below 80% of the median income must pay rent not greater than the rent specified in 24
CFR §92.252(a), high HOME rent.

(3) Units restricted for occupancy by Qualifying Populations with incomes greater than 80% of median
income will follow the rent adjustments of §10.622(g).

(i) Employee Occupied Units (HTC and THTF Developments). IRS Revenue Rulings 92-61, 2004-82 and Chief
Counsel Advice Memorandum POSTN-111812-14 provide guidance on employee occupied units. In general,
employee occupied units are considered facilities reasonably required for the project(s) and not residential
rental units. Since the building's applicable fraction is calculated using the residential rental units/space in a
building, employee occupied units are taken out of both the numerator and the denominator.

(j) Owners of HOME, NSP, TCAP-RF, NHTF, and HOME-ARP must comply with §10.403 of this chapter which
requires annual rent review and approval by the Department's Asset Management Division or Department-
procured vendor. Failure to do so will result in an Event of Noncompliance.

(k) Owners are not permitted to increase the household portion of rent more than once during a 12 month
period, even if there are increases in rent limits or decreases in utility allowances, unless the Unit or
household is governed by a federal housing program that requires such changes or the household transfers
to a Unit with additional Bedrooms. If it is determined that the Development increases rent more than once

in a 12 month period, the Department will require the Owner to refund or credit the affected household.
The Owner must obtain in writing, from the household, the election to receive a full refund check or to
have the entire overpaid amount credited to their household account. In the absence of a tenant election, a
full refund check must be presented to the household.

Page 47 of 58



(1) If an Owner is increasing a household's rent $75 or more per month, the Owner is required to provide
the household a 428 90 day written notice of such increase, unless the Unit or household is governed by a
federal housing program that requires such a change. If an Owner increases the household’s rent more
than $75 without giving a 220 90 day notice, any amounts in excess of $75 per month must be refunded or
credited to the affected household(s). The Owner must obtain in writing, from the household, the election
to receive a full refund check or to have the entire overpaid amount credited to their tenant account. In the
absence of a tenant election, a full refund check must be presented to the household within thirty days.

§10.623. Monitoring Procedures for Housing Tax Credit Properties After the Compliance Period.

(a) HTC properties allocated credit in 1990 and after are required under §42(h)(6) of the Code to record a
LURA restricting the Development for at least 30 years. Various sections of the Code specify monitoring
rules State Housing Finance Agencies must implement during the Compliance Period.

(b) After the Compliance Period, the Department will continue to monitor HTC Developments using the
criteria detailed in paragraphs (1) - (14) of this subsection:

(1) The frequency and depth of monitoring household income, rents, social services and other
requirements of the LURA will be determined based on risk. Factors will include changes in ownership or
management, compliance history, timeliness of reports and timeliness of responses to Department
requests;

(2) At least once every three years the property will be physically inspected including the exterior of the
Development, all building systems and 10% of Low-Income Units. No less than five but no more than 35 of
the Development's HTC Low-Income Units will be physically inspected to determine compliance with HUD's
Uniform Physical Condition Standards;

(3) Each Development shall submit an annual report in the format prescribed by the Department;

(4) Reports to the Department must be submitted electronically as required in §10.607 of this subchapter
(relating to Reporting Requirements);

(5) Compliance monitoring fees will continue to be submitted to the Department annually in the amount
stated in the LURA;

(6) All HTC households must be income qualified upon initial occupancy of any Low Income Unit. Proper
verifications of income are required, and the Department's Income Certification form must be completed
unless the Development participates in the Rural Rental Housing Program or a project-based HUD program,
in which case the other program's certification form will be accepted;

(7) Rents will remain restricted for all HTC Low-Income Units. After the Compliance Period, utilities paid to
the Owner are accounted for in the utility allowance. TCAP, Exchange, Bond, and THTF Developments
layered with Housing Tax Credits no longer within the Compliance Period also include utilities paid to the
Owner as part of the utility allowance. The tenant paid portion of the rent plus the applicable utility
allowance must not exceed the applicable limit. Any excess rent collected must be refunded;
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(8) All additional income and rent restrictions defined in the LURA remain in effect;

(9) For Additional Use Restrictions, defined in the LURA (such as supportive services, nonprofit
participation, elderly, etc.), refer to the Development's LURA to determine if compliance is required after
the completion of the Compliance Period or if the Compliance Period was specifically extended beyond 15
years;

(10) The Owner shall not terminate the lease or evict low-income residents for other than good cause;
(11) The total number of required HTC Low-Income Units rust can be maintained Development wide;
(12) Owners may not charge fees for amenities that were included in the Development's Eligible Basis;

(13) Once a calendar year, Owners must continue to collect and maintain current data on each household
that includes the number of household members, age, ethnicity, race, disability status [rental amounts]
student status and rental assistance (if any). This information can be collected on the Department's Annual
Eligibility Certification form or the Income Certification form or HUD Income Certification form or USDA
Income Certification form; and

(14) Employee occupied units will be treated in the manner prescribed in §10.622(h) of this chapter
(relating to Special Rules Regarding Rents and Rent Limit Violations).

(c) After the first 15 years of the Extended Use Period, certain requirements will not be monitored as
detailed in paragraphs (1) - (4) of this subsection.

(1) The student restrictions found in §42(i)(3)(D) of the Code. An income qualified household consisting
entirely of full time students may occupy a Low-Income Unit. If a Development markets to students or
leases more than 15% of the total number of units to student households, the property will be found in
noncompliance unless the LURA is amended through the Material Amendments procedures found in
§10.405 of this chapter (relating to Amendments);

(2) All households, regardless of income level or 8609 elections, will be allowed to transfer between
buildings within the Development;

(3) The Department will not monitor the Development's application fee after the Compliance Period is over;
and

(4) Mixed income Developments are not required to conduct annual income recertifications. However,
Owners must continue to collect and report data in accordance with subsection (b)(13) of this section.

(d) While the requirements of the LURA may provide additional requirements, right and remedies to the

Department or the tenants, the Department will monitor post year 15 in accordance with this section as
amended.
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(e) Unless specifically noted in this section, all requirements of this chapter, the LURA and §42 of the Code
remain in effect for the Extended Use Period. These Post-Year 15 Monitoring Rules apply only to the HTC
Developments administered by the Department. Participation in other programs administered by the
Department may require additional monitoring to ensure compliance with the requirements of those
programs.

§10.624. Compliance Requirements for Developments with 811 PRA Units.

(a) Compliance with 811 PRA requirements will be monitored at least once every three years, either
through an onsite review or a desk review. During the review, Department staff will monitor for compliance
with program eligibility which includes the following:

(1) The household must include at least one person with a disability and who is 18 years of age or older and
less than 62 years of age at the time of admission into the Development; and the person with a disability
must be part of one or more of the target populations for the 811 program.

(2) The household's income is less than the extremely low income limit at move in.

(3) The Owner must check the following criminal history related to drug use of the household. Households
in the 811 PRA program must not include:

(A) Any member(s) who was evicted in the last three years from federally assisted housing for drug-related
criminal activity;

(B) Any member that is currently engaged in illegal use of drugs or for which the Owner has reasonable
cause to believe that a member's illegal use or pattern of illegal use of a drug may interfere with the health,
safety, and right to peaceful enjoyment of the property by other residents; and

(C) Any member who is subject to a State sex offender lifetime registration requirement.

(4) Student Status. If the household includes a student, the student must meet all of the criteria described
in HUD handbook 4350.3 par. 3-13B, as modified by the September 21, 2016, Federal Register Notice 5969-
N-01.

(b) Noncompliance will be cited if the Development:

(1) Leased a Unit to a household that is not qualified for the 811 PRA program in accordance with the
requirements of subsection (a)(1) - (4) of this section;

(2) Fails to Use the Enterprise Income Verification system:
(A) EIV summary report;

(B) EIV income report;
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(C) EIV income discrepancy report;

(D) EIV No income reported;

(E) EIV no income report by health and human services or social security administration;
(F) EIV new hires report;

(G) Existing tenant search;

(H) Multiple Subsidy report;

(1) Failed EIV pre-screening report;

(J) Failed verification report;

(K) Deceased tenants report;

(L) Owner approval letter authorizing access to EIV for the EIV coordinators;

(M) EIV Coordinator Access Authorization form (CAAF);

(N) The rules of behavior for staff that use EIV reports/data to perform their job functions; and

(O) Cyber awareness challenge certificates of completion for anyone that uses EIV or has access to EIV data
(annually);

(3) Fails to properly document and calculate deductions in order to determine adjusted income
(dependent, child care, disability assistance, elderly/disabled family, unreimbursed medical expenses);

(4) Fails to use the required HUD forms listed in §10.612(d) of this subchapter;

(5) Accepts funding that limits the ability for the Department to place the agreed upon number of 811 Units
at the Development;

(6) Violates §1.15 of this title (relating to Integrated Housing);

(7) Fails to properly calculate the tenant portion of rent;

(8) Fails to properly calculate the tenant security deposit;

(9) Fails to use the HUD model lease;

(10) Egregiously fails to disperse 811 PRA Units throughout the Development;

(11) Fails to conduct required interim certifications;
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(12) Fails to conduct annual income recertification; [or]

(13) Fails to prominently display 11 x 14 sized, as required by 24 CFR Part 110, Fair Housing Poster HUD-
928.1 (English), HUD 928.1A (Spanish), and in other languages as required by Limited English Proficiency
Requirements;

(14) Improperly charges an application or late fee;
(15) Fails to issue HUD notices as required; or

(16) Failure to issue utility allowance reimbursement in accordance with §8.4 of this title (relating to
Qualification Requirements for Existing Developments) and specification outlined in §10.625 of this title
(relating to Events of Noncompliance).

201900178-1.pdf
Figure: 10 TAC 810.625

810.625. Events of Noncompliance

Figure: 10 TAC 810.625 lists events for which a multifamily rental Development may be found to
be in noncompliance for compliance monitoring purposes. This list is not an exclusive list of events
and issues for which an Owner may be subject to an administrative penalty, debarment or other
enforcement action. The first column of the chart identifies the noncompliance event. The second
column indicates to which program(s) the noncompliance event applies. The last column indicates if
the issue is reportable on IRS Form 8823 for HTC Developments.

Noncompliance Event Program(s) If HTC, on Form
88237

Violations of the Uniform Physical Condition All Programs Yes

Standards

Noncompliance related to Affirmative Marketing All Programs No

requirements

Development is not available to the general public HTC Yes
because of leasing issues
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TDHCA has received notice of possible Fair Housing HTC Yes
Act Violation from HUD or DOJ and reported general

public use violation in accordance with IRS 8823 Audit

Guide Chapter 13

TDHCA has referred unresolved Fair Housing Design  |All programs No
and Construction issue or other Fair Housing

noncompliance to the Texas Workforce Commission

Development has gone through a deed in lieu of All programs Yes
foreclosure or foreclosure

Development is never expected to comply due to All programs Yes
failure to report or allow monitoring

Owner did not allow [on-site Jmonitoring or All programs Yes
physical inspection and/or failed to notify residents

resulting in inspection cancelation

LURA not in effect All programs Yes
Project failed to meet minimum set aside HTC and Bonds Yes

No evidence of, or failure to certify to material
participation of a non-profit or HUB, if required by
LURA

HTC

Yes, if non- profit
issue, No, if HUB
issue

Compliance Report

Development failed to meet additional state required |All programs No

rent and occupancy restrictions

Noncompliance with social service requirements HTC and Bond No
Development failed to provide housing to the elderly |All programs No

as promised at application

Failure to provide special needs housing as required  |All programs No

by LURA

Changes in Eligible Basis or Applicable percentage HTC Yes

Failure to submit all or parts of the Annual Owner’s All programs Yes for part A,

No for other
parts

Failure to submit quarterly reports as required by
§10.607

All programs

No
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Noncompliance with utility allowance requirements
described in §10.614 of this subchapter and/or
Treasury Regulation §1.42-10

All programs

Yes if rent
exceeds limit, no
if related to
noncompliance
with other
requirements,
such as posting,
updating etc.

Noncompliance with lease requirements described in |All programs No
§10.613 of this subchapter
Asset Management Division has reported that All programs No
Development has failed to establish and maintain a
reserve account in accordance with §10.404 of this
chapter
Failure to provide a notary public as promised at HTC No
application
Violation of the Unit Vacancy Rule HTC Yes
Casualty Loss All programs Yes
Failure to provide monitoring and/or physical All programs No
inspection documentation
Failure to provide amenity as required by LURA All programs No
Failure to pay asset management, compliance HTC, TCAP, Bond, No
monitoring or other required fee NHTF, TCAP-RF,

Exchange,

HOME-ARP,

and HOME

and /NSP

Developments

committed funds after

August 23,2013
Change in ownership without department approval All programs No

(other than removal of a general partnerin
accordance with §10.406 of this chapter)
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Noncompliance with written policy and procedure All programs No, unless
requirements finding is
because Owner
refused to lease
to Section 8
households
Program Unit not leased to Low-Income household/ |All programs Yes
Household income above income limit upon initial
occupancy
Program unit occupied by nonqualified students HTC during the Yes
Compliance Period,
Bond, HOME/ NSP
developments
committed funds after
August 23, 2013, and,
811 and HOME-ARP
Developments
Low Income Units used on a transient basis HTC and Bond Yes
Violation of the Available Unit Rule All programs, but only [Yes
during the Compliance
Period for HTC, TCAP,
and Exchange
Gross rent exceeds the highest rent allowed under theAll programs Yes
LURA or other deed restriction
Failure to provide Tenant Income Certification and All programs Yes
documentation
Unit not available for rent All programs Yes
Failure to collect data required by §10.612 All programs No
Development evicted or terminated the tenancy ofa |HTC, HOME, HOME-  |Yes
low-income tenant for other than good cause ARP, TCAP- RF, NHTF,
and NSP
Household income increased above 80 percent at HOME, TCAP-RF, HOME|No
recertification and Owner failed to properly determine|Match, and HOME ARP
rent
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Violation of the Integrated Housing Rule All programs No
Failure to resolve final construction deficiencies within]All programs No
the corrective action period
Noncompliance with the required accessibility HOME, HOME-ARP, No
requirements such as §504 of the Rehabilitation Act of[NSP, TCAP- RF,
1973, the 2010 ADA standards as modified in the NHTF, THTF, and
Department rules, or other accessibility related for those HTC
requirements of a Department rule properties that were
awarded after 2001
Noncompliance with the notice to the Department  [All programs No
requirements described in §10.609 of this subchapter
Failure to reserve Units for Section 811 participants |811 developments No
Failure to notify the Department of the 811 developments No
availability of units
Owner failed to check required criminal history 811 developments No
Failure to use Enterprise Income Verification System [811 developments No
Failure to properly document and calculate adjusted [811 developments No
Failure to use required HUD forms 811 developments No
Accepted funding that limits Section 811 participation [811 developments No
Failure to properly calculate tenant portion of rent 811 developments No
Failure to use HUD model lease 811 developments No
Failure to disperse Section 811 units 811 developments No
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Failure to conduct interim certifications 811 developments No
Failure to conduct annual income recertification 811 developments No
Asset Management Division has reported that HOME, NSP, TCAP No
Development has failed to submit rents on an annual |RF, HOME-ARP,

basis in accordance with §10.403 of this chapter and NHTF

Unit Leased to a household that is not qualified for the]811 developments No
811 PRA program

Noncompliance with CHDO Requirements HOME No
Failure to disperse unit designations across all unit HTC No
types — Average Income only

Household income designations was improperly All programs No
changed or removed

Failure to maintain the specific unit mix requiredin  |HOME, HOME-ARP, No
the Land Use Restriction Agreement (LURA) TCAP-RF and NHTF
Increased a household’s rent more than one time All programs No
during a 12-month period

Failure to issue a notice of rent increase in accordancelAll programs No
with §10.622(k)

Failure to market to veterans as required in the LURA |[HTC No
Failure to include veteran statement in the application|All programs No
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Failure to properly calculate and/or collect security  [Section 811 No
deposit-Section 811 only

Development inaccurately charged an application or [Section 811 No
late fee- Section 811 only

Failure to issue utility allowance reimbursement in Section 811 No
accordance with Section 811 only

Failure to issue HUD Notices — Section 811 Section 811 No
Failure to submit completed IRS Form(s) 8609 with HTC, Exchange and No
Part Il completed by the first year of the credit period [TCAP

Failure to provide notice to applicants and households|All programs No

prior to the LURA term ending
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION
OCTOBER 13, 2022

Presentation, discussion, and possible action on the proposed repeal of 10 TAC Chapter 13, the
Multifamily Direct Loan Rule, proposed new 10 TAC Chapter 13, Multifamily Direct Loan Rule,
and directing their publication for public comment in the Texas Register

RECOMMENDED ACTION

WHEREAS, the Texas Department of Housing and Community Affairs (the
Department) is authorized to administer Direct Loan Program Funds pursuant to
Tex. Gov’'t Code Ch. 2306, Subchapter |, Housing Finance Division: General
Provisions;

WHEREAS, the Department plans to administer the fund sources used in making
these awards of loans and grants in a specific manner that necessitates this
Multifamily Direct Loan Rule;

WHEREAS, pursuant to Tex. Gov't Code §2306.053 the Department is authorized
to adopt rules governing the administration of the Department and its programs;

WHEREAS, such proposed rulemaking will be published for public comment in
compliance with the State Administrative Procedures Act in the Texas Register
from October 28, 2022, through November 17, 2022, and subsequently returned
to the Board for final adoption; and

WHEREAS, public comment, in accordance with the Citizen Participation Plan
requirements in 24 CFR §91.105, will be accepted between October 28, 2022, and
November 17, 2022;

NOW, therefore, it is hereby

RESOLVED, that the proposed repeal of 10 TAC Chapter 13, and proposed new
10 TAC Chapter 13, Multifamily Direct Loan Rule, together with the preambles
presented to this meeting, are hereby approved for publication in the Texas
Register for public comment; and

FURTHER RESOLVED, that the Executive Director and his designees be and each
of them are hereby authorized, empowered, and directed, for and on behalf of
the Department, to cause the proposed repeal and replacement Multifamily
Direct Loan Rules, together with the changes, if any, made at this meeting and
the preambles, in the form presented to this meeting, to be published in the
Texas Register for public comment and, in connection therewith, make such non-
substantive technical corrections, including any required revisions to the
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preambles, as they may deem necessary to effectuate the foregoing

BACKGROUND

Attached to this Board Action Request is the staff draft of the 2023 Multifamily Direct Loan Rule
(MFDL Rule), which reflects staff’'s recommendations for the Board’s consideration. The attached
MFDL Rule identifies the differences between the existing MFDL Rule in Texas Administrative Code
and the proposed 2023 MFDL Rule in blackline format. The MFDL Rule submitted to the Texas
Register will be a proposed new version of the 2023 MFDL Rule, and will not identify the changes
between 2022 and 2023. The Department’s Public Comment page will also include a blackline
version of the proposed 2023 MFDL Rule as approved by the Board to facilitate stakeholders’
engagement with the changes.

This rule considers staff and stakeholder input in establishing more effective means of requesting,
prioritizing, vetting, and potentially awarding MFDL funding; specifically, it provides additional
guidance on complying with federal requirements, such as Site and Neighborhood reviews,
relocation, and prevailing wage. The draft rule also makes limited allowance for previously ineligible
adaptive reuse proposals, further describes federally-ineligible costs, and provides greater parity of
loan structures across MFDL programs. The rule reduces the timeframe for submitting
environmental reports required for commitment, as well as for disbursements to improve overall
processing time.

Upon Board approval, the proposed 2023 MFDL Rule will be posted to the Department’s website
and published in the Texas Register. Public comment, in accordance with the Citizen Participation
Plan requirements in 24 CFR §91.105, will be accepted between October 28, 2022, and November
17, 2022. In compliance with the State Administrative Procedures Act, public comment will be
accepted upon the rule’s publication in the Texas Register from October 28, 2022, through
November 17, 2022.

Staff will consider and prepare reasoned responses to public comment as part of the final action on

the MFDL Rule that will be brought before the Board on December 8, 2022, for approval, adoption,
and subsequent publication in the Texas Register.
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Attachment A: Preamble, including required analysis, for proposed repeal of 10 TAC Chapter 13,
Multifamily Direct Loan Rule

The Texas Department of Housing and Community Affairs (the Department) proposes the repeal of
10 TAC Chapter 13, Multifamily Direct Loan Rule, §§ 13.1, 13.2, 13.3, 13.4, 13.5, 13.6, 13.7, 13.8,
13.9, 13.10, 13.11, 13.12, and 13.13. The purpose of the proposed repeal is to provide for
clarification of the existing rule through new rulemaking action.

The Department has analyzed this proposed rulemaking and the analysis is described below for each
category of analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the proposed
repeal would be in effect:

1. The proposed repeal does not create or eliminate a government program, but relates to the
repeal, and simultaneous readoption making changes to an existing activity, administration of the
Multifamily Direct Loan Program.

2. The proposed repeal does not require a change in work that would require the creation of new
employee positions, nor is the proposed repeal significant enough to reduce work load to a degree
that any existing employee positions are eliminated.

3. The proposed repeal does not require additional future legislative appropriations.

4. The proposed repeal does not result in an increase in fees paid to the Department nor in a
decrease in fees paid to the Department.

5. The proposed repeal is not creating a new regulation, except that it is being replaced by a new
rule simultaneously to provide for revisions.

6. The proposed action will repeal an existing regulation, but is associated with a simultaneous
readoption making changes to an existing activity, administration of the Multifamily Direct Loan
Program.

7. The proposed repeal will not increase or decrease the number of individuals subject to the rule’s
applicability

8. The repeal will not negatively or positively affect this state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated this proposed repeal and determined that the proposed repeal will
not create an economic effect on small or micro-businesses or rural communities.
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c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The proposed repeal
does not contemplate or authorize a taking by the Department, therefore no Takings Impact
Assessment is required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV'T CODE §2001.024(a)(6). The
Department has evaluated the proposed repeal as to its possible effects on local economies and has
determined that for the first five years the proposed repeal would be in effect there would be no
economic effect on local employment; therefore no local employment impact statement is required
to be prepared.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the proposed repeal is in effect, the public
benefit anticipated as a result of the repealed section would be increased clarity and improved
access to the Multifamily Direct Loan funds. There will not be economic costs to individuals required
to comply with the repealed section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined
that for each year of the first five years the proposed repeal is in effect, enforcing or administering
the repeal does not have any foreseeable implications related to costs or revenues of the state or
local governments.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held October 28 to November
17, 2022, to receive input on the proposed repealed sections. Written comments may be submitted
to the Texas Department of Housing and Community Affairs, Attn: LaTisha Turner, Multifamily Direct
Loan Manager, Rule Comments, P.O. Box 13941, Austin, Texas 78711-3941 or email
latisha.turner@tdhca.state.tx.us ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M. Austin local time
November 17, 2022.

STATUTORY AUTHORITY. The proposed repeal is made pursuant to Tex. Gov't Code §2306.053,
which authorizes the Department to adopt rules. Except as described herein the proposed repealed
sections affect no other code, article, or statute.

10 TAC Chapter 13, Multifamily Direct Loan Rule

§13.1 Purpose

§13.2 Definitions

§13.3 General Loan Requirements

§13.4 Set-Asides, Regional Allocation, and NOFA Priorities
§13.5 Application and Award Process

§13.6 Scoring Criteria

§13.7 Maximum Funding Requests and Minimum Number of MFDL Units
§13.8 Loan Structure and Underwriting Requirements
§13.9 Construction Standards

§13.10 Development and Unit Requirements

§13.11 Post-Award Requirements

§13.12 Pre-Closing Amendments to Direct Loan Terms

§13.13 Post-Closing Amendments to Direct Loan Terms
Page 4 of 39


mailto:latisha.turner@tdhca.state.tx.us

Attachment B: Preamble, including required analysis, for proposed new 10 TAC Chapter 13,
Multifamily Direct Loan Rule

The Texas Department of Housing and Community Affairs (the Department) proposes new 10
TAC Chapter 13, Multifamily Direct Loan Rule, §§ 13.1, 13.2, 13.3, 13.4, 13.5, 13.6, 13.7, 13.8,
13.9, 13.10, 13.11, 13.12, and 13.13. The purpose of the proposed new sections is to provide
compliance with Tex. Gov't Code §2306.111 and to update the rule to: clarify program
requirements in multiple sections, codify in rule practices of the division, and change citations to
align with changes to other multifamily rules. In general, most changes proposed are corrective
in nature, intended to gain consistency with state or federal rules, delete duplicative language or
provisions, correct or update rule references, and clarify language or processes to more
adequately communicate the language or process.

Tex. Gov't Code §2001.0045(b) does not apply to the rule proposed for action because it was
determined that no costs are associated with this action, and therefore no costs warrant being
offset.

The Department has analyzed this proposed rulemaking and the analysis is described below for
each category of analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the
proposed new rule would be in effect:

1. The proposed rule does not create or eliminate a government program, but relates to the
readoption of this rule which makes changes to an existing activity, administration of the
Multifamily Direct Loan Program.

2. The proposed new rule does not require a change in work that would require the creation of
new employee positions nor are the rule changes significant enough to reduce work load to a
degree that eliminates any existing employee positions.

3. The proposed rule changes do not require additional future legislative appropriations.

4. The proposed rule changes will not result in an increase in fees paid to the Department, nor in
a decrease in fees paid to the Department.

5. The proposed rule is not creating a new regulation, except that it is replacing a rule being
repealed simultaneously to provide for revisions.

6. The proposed rule will not expand, limit, or repeal an existing regulation.

7. The proposed rule will not increase or decrease the number of individuals subject to the rule’s
applicability; and

8. The proposed rule will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES
AND REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002. The Department, in
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drafting this proposed rule, has attempted to reduce any adverse economic effect on small or
micro-business or rural communities while remaining consistent with the statutory requirements
of Tex. Gov't Code §2306.111.

1. The Department has evaluated this rule and determined that none of the adverse effect
strategies outlined in Tex. Gov’'t Code §2006.002(b) are applicable.

2. This rule relates to the procedures for multifamily direct loan applications and award through
various Department fund sources. Other than in the case of a small or micro-business that is an
applicant for such a loan product, no small or micro-businesses are subject to the rule. It is
estimated that approximately 200 small or micro-businesses are such applicants; for those
entities the new rule provides for a more clear, transparent process for applying for funds and
does not result in a negative impact for those small or micro-businesses. There are not likely to
be any rural communities subject to the proposed rule because this rule is applicable only to
direct loan applicants for development of properties, which are not generally municipalities. The
fee for applying for a Multifamily Direct Loan product is $1,000, unless the Applicant is a
nonprofit that provides supportive services or the Applicant is applying for Housing Tax Credits
in conjunction with Multifamily Direct Loan funds, in which case the application fee may be
waived. These fee costs are not inclusive of external costs required by the basic business
necessities underlying any real estate transaction, from placing earnest money on land,
conducting an Environmental Site Assessment, conducting a market study, potentially retaining
counsel, hiring an architect and an engineer to construct basic site designs and elevations, and
paying any other related, third-party fees for securing the necessary financing to construct
multifamily housing.

There are 1,296 rural communities potentially subject to the proposed rule for which the
economic impact of the rule is projected to be $0. 10 TAC Chapter 13 places no financial burdens
on rural communities, as the costs associated with submitting an Application are born entirely
by private parties. In an average year the volume of applications for MFDL resources that are
located in rural areas is approximately fifteen. In those cases, a rural community securing a loan
will experience an economic benefit, including, potentially, increased property tax revenue from
a multifamily Development.

3. The Department has determined that because there are rural MFDL awardees, this program
helps promote construction activities and long term tax base in rural areas of Texas. Aside from
the fees and costs associated with submitting an Application, there is a probable positive
economic effect on small or micro-businesses or rural communities that receive MFDL awards
and successfully use those awards to construct multifamily housing, although the specific impact
is not able to be quantified in advance.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The proposed rule
does not contemplate or authorize a taking by the Department, therefore no Takings Impact
Assessment is required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV'T CODE §2001.024(a)(6).

The Department has evaluated the rule as to its possible effects on local economies and has
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determined that for the first five years the rule will be in effect the proposed rule may provide a
possible positive economic effect on local employment in association with this rule since MFDL
Developments, layered with housing tax credits, often involve a typical minimum investment of
$10 million in capital, and more commonly an investment from $20 million to $30 million. Such a
capital investment has direct, indirect, and induced effects on the local and regional economies
and local employment. However, because the exact location of where program funds or
developments are directed is not determined in rule, and is driven by real estate demand, there
is no way to predict during rulemaking where these positive effects may occur. Furthermore,
while the Department believes that any and all impacts are positive, that impact is not able to be
guantified for any given community until MFDL awards and LIHTCs are actually awarded to a
proposed Development, given the unique characteristics of each proposed multifamily
Development.

Texas Gov't Code §2001.022(a) states that this “impact statement must describe in detail the
probable effect of the rule on employment in each geographic region affected by this rule...”
Considering that significant construction activity is associated with any MFDL Development
layered with LIHTC and each apartment community significantly increases the property value of
the land being developed, there are no probable negative effects of the new rule on particular
geographic regions. If anything, positive effects will ensue in those communities where
developers receive MFDL awards.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX GOV'T CODE §2001.024(a)(5). Mr. Wilkinson
has determined that, for each year of the first five years the new sections are in effect, the
public benefit anticipated as a result of the new sections will be improved clarity of program
requirements in multiple sections, codification in rule practices of the division, and change
citations to align with changes to other multifamily rules. There will not be any economic cost to
any individuals required to comply with the new sections because this rule does not have any
new requirements that would cause additional costs to applicants.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has
determined that for each year of the first five years the new sections are in effect, enforcing or
administering the new sections does not have any foreseeable implications related to costs or
revenues of the state or local governments because it does not have any new requirements that
would cause additional costs to applicants.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held October 28, 2022, to
November 17, 2022, to receive input on the proposed new sections. Written comments may be
submitted to the Texas Department of Housing and Community Affairs, Attn: LaTisha Turner,
Multifamily Direct Loan Manager, Rule Comments, P.O. Box 13941, Austin, Texas 78711-3941 or
email htc.public-comment@tdhca.state.tx.us. ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M.
Austin local time November 17, 2022.

STATUTORY AUTHORITY. The new sections are proposed pursuant to Tex. Gov’'t Code §2306.053,

which authorizes the Department to adopt rules. Except as described herein the proposed new
sections affect no other code, article, or statute.
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CHAPTER 13 MULTIFAMILY DIRECT LOAN RULE

§13.1. Purpose.

(a) Authority. The rules in this chapter apply to the funds provided to Multifamily Developments
through the Multifamily Direct Loan Program (MFDL or Direct Loan Program) by the Texas
Department of Housing and Community Affairs (the Department). Notwithstanding anything in
this chapter to the contrary, loans and grants issued to finance the development of multifamily
rental housing are subject to the requirements of the laws of the State of Texas, including but
not limited to Tex. Gov't Code, Chapter 2306, and federal law pursuant to the requirements of
Title Il of the Cranston-Gonzalez National Affordable Housing Act, Division B, Title Ill of the
Housing and Economic Recovery Act (HERA) of 2008 - Emergency Assistance for the
Redevelopment of Abandoned and Foreclosed Homes, Section 1497 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act: Additional Assistance for Neighborhood
Stabilization Programs, Title | of the Housing and Economic Recovery Act of 2008, Section 1131
(Public Law 110-289), and the implementing regulations 24 CFR Parts 91, 92, 93, and 570 as they
may be applicable to a specific fund source. The Department is authorized to administer Direct
Loan Program funds pursuant to Tex. Gov't Code, Chapter 2306.

(b) General. This chapter applies to Applications submitted for, and award of, MFDL funds by the
Department and establishes the general requirements associated with the application and
award process for such funds. Applicants pursuing MFDL assistance from the Department are
required to certify, among other things, that they have familiarized themselves with all
applicable rules that govern that specific program including, but not limited to this chapter,
Chapter 1 of this title (relating to Administration), Chapter 2 of this title (relating to
Enforcement), Chapter 10 of this title (relating to Uniform Multifamily Rules), Chapter 11 of this
title (relating to Qualified Allocation Plan (QAP)), and Chapter 12 of this title (relating to
Multifamily Housing Revenue Bond Rules) as applicable. The Applicant is also required to certify
that it is familiar with the requirements of any other federal, state, or local financing sources
that it identifies in its Application. Any conflict with rules, regulations, or statutes will be
resolved on a case by case basis that allows for compliance with all requirements. Conflicts that
cannot be resolved may result in Application ineligibility, with the right to an Appeal as provided
in 10 TAC §1.7 of this title (relating to Appeals Process) or 10 TAC §11.902 of this title (relating to
Appeals Process for the Housing Tax Credit program), as applicable.

(c) Waivers. Requests for waivers of any program rules or requirements must be made in
accordance with 10 TAC §11.207 of this title (relating to Waiver of Rules), as limited by the rules
in this chapter. In no instance will the Department consider a waiver request that would violate
federal program requirements or state or federal statute. Waiver requirements are provided in
paragraphs (1) through (3) of this subsection:

(1) Waivers for Layered Developments. For Direct Loan Developments layered with
Competitive Housing Tax Credits, an Applicant may request, at the latest at Application
submission, that the Department amend its NOFA, amend its Consolidated Plan or One Year
Action Plan, or ask HUD to grant a waiver of its regulations, if such request will not impact the
timing of the Application’s review, nor alter the scoring or satisfaction of threshold
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requirements for the Competitive Housing Tax Credits. Such requests will be presented to the
Department’s Board. The Board may not waive rules that are federally required, or that have
been incorporated as a required part of the Department's Consolidated Plan or One Year
Action Plan (OYAP) to the U.S. Department of Housing and Urban Development (HUD), unless
those Plans are so amended by the earlier of a date the NOFA stops accepting Applications or
by an earlier date that is identified by the Board;

(2) Waivers for Non-Layered Developments. For Direct Loan Developments not layered with
Competitive Housing Tax Credits, an Applicant may request that the Department amend its
NOFA, amend its Consolidated Plan or OYAP, or ask HUD to grant a waiver of its regulations.
Such requests will be presented to the Department’s Board; if the Applicant's request is
approved by the Department's Governing Board (Board), the Application Acceptance Date will
then be the date the Department completes the amendment process or receives a waiver
from HUD. If this date occurs after the NOFA closes, the Applicant will be required to submit a
new Application, and the Direct Loan awardee (pre-closing) may be required to reapply,
under a new or otherwise open NOFA; and

(3) Waivers under Closed NOFAs. The Board may not waive any portion of a closed NOFA
prior to Construction Completion. Thereafter, the Board may only waive any portion of a
closed NOFA as part of an approved Asset Management Division work out. Allowable Post-
Closing Amendments are described in 10 TAC §13.13 of this chapter (relating to Post-Closing
Amendments to Direct Loan Terms).

(d) Eligibility and Threshold Requirements. Applications for Multifamily Direct Loan funds must
meet all applicable eligibility and threshold requirements of Chapter 11 of this title (relating to
the Qualified Allocation Plan (QAP)), unless otherwise excepted in this rule or NOFA.

$13.2. Definitions.

The following words and terms, when used in this chapter, shall have the following meanings,
unless the context clearly indicates otherwise. Any capitalized terms not specifically mentioned
in this section shall have the meaning as defined in Tex. Gov't Code, Chapter 2306; §§141, 142,
and 145 of the Internal Revenue Code; 24 CFR Parts 91, 92, and 93; 2 CFR Part 200; and 10 TAC
Chapters 1 of this title regarding Administration, 2 of this title regarding Enforcement, 10 of this
title regarding Uniform Multifamily Rules, and 11 of this title regarding the Qualified Allocation
Plan.

(1) Application Acceptance Date--The date the MFDL Application is considered received by the
Department as described in this chapter, chapter 11 of this title, or in the NOFA. An Applicant
will not receive an Application Acceptance Date until the Application is complete.

(2) Community Housing Development Organization (CHDO)--A private nonprofit organization
with experience developing or owning affordable rental housing that meets the requirements in
24 CFR Part 92 for purposes of receiving HOME Investment Partnerships Program (HOME) funds
under the CHDO Set-Aside. A member of a CHDO's board cannot be a Principal of the
Development beyond their role as a board member of the CHDO or be an employee of the
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development team, and may not receive financial benefit other than reimbursement of
expenses from the CHDO (e.g., a voting board member cannot also be a paid executive).

(3) Construction Completion or Development Period--The Development Period is the time
allowed to complete construction, which includes, without limitation, that necessary title
transfer requirements and construction work has been fully performed, the certificate(s) of
occupancy (if New Construction or reconstruction), Certificate of Substantial Completion (AIA
Form G704), Form HUD-92485 (for instances in which a federally insured HUD loan is utilized), or
equivalent notice has been issued.

(4) Deobligated Funds--The funds released by the Development Owner or recovered by the
Department canceling a Contract or award involving some or all of a contractual financial
obligation between the Department and a Development Owner or Applicant.

(5) Federal Affordability Period--The period commencing on the later of the date after
Construction Completion and after all Direct Loan funds have been disbursed for the project, or
the date of Project Completion as defined in 24 CFR §92.2 or §93.3, as applicable, and ending on
the date which is the required number of years as defined by the federal program.

(6) HOME--the HOME Investment Partnership Program, authorized by Title Il of the Cranston-
Gonzalez National Affordable Housing Act,

(7) HOME Match-Eligible Unit--A Unit in the Development that is not assisted with HOME
Program funds, but would qualify as eligible for Match under 24 CFR Part 92. Unless otherwise
identified by the provisions in the NOFA, TCAP RF and matching contribution on NSP and NHTF
Developments must meet all criteria to be classified as HOME-Match Eligible Units.

(8) Housing Contract System (HCS)--The electronic information system established by the
Department for tracking, funding, and reporting Department Contracts and Developments. The
HCS is primarily used by the Department for Direct Loan Programs administered by the
Department.

(9) Land Use Restriction Agreement (LURA) Term--The period commencing on the effective date
of the LURA and ending on the date which, at a minimum, is the greater of the loan term or 30
years. The LURA may include the Federal Affordability Period, in addition to the State
Affordability Period requirements and State restrictive criteria.

(10) Matching Contribution (Match)--A contribution to a Development from nonfederal sources
that may be in one or more of the forms provided in subparagraphs (A) through (E) of this
paragraph:

(A) Cash contribution (grant), except for cash contributions made by investors in a limited
partnership or other business entity subject to pass through tax benefits in a tax credit
transaction or owner equity (including Deferred Developer Fee and General Partner
advances);
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(B) Reduced fees or donated labor from certain eligible contractors, subcontractors,
architects, attorneys, engineers, excluding any contributions from a party related to the
Developer or Owner;

(C) Net present value of yield foregone from a below market interest rate loan as described in
HUD Community Planning and Development (CPD) Notice 97-03;

(D) Waived or reduced fees or taxes from cities or counties not related to the Applicant in
connection with the proposed Development; or

(E) Donated land or land sold by an unrelated third party at a price below market value, as
evidenced by a third party appraisal.

(11) NHTF--National Housing Trust Fund.
(12) NOFA--Notice of Funding Availability.
(13) NSP--Neighborhood Stabilization Program.

(14) Qualifying Unit--means a Unit designated for Multifamily Direct Loan use and occupancy in
compliance with State and federal regulations, as set forth in the Contract. Except if the
Development is all-bills paid, Qualifying Units may not also have a Project-Based Voucher issued
under 24 CFR Part 983, unless the Application contains permission from the Public and Indian
Housing Division of HUD for the layered units to use a utility allowance that is not the Public Housing
Utility Allowance, or the Applicant has received permission from the Community Planning and
Development Division of HUD for the layered units to use the Public Housing Utility Allowance._If
necessary, such permission must be submitted with the Application, and the Application will not be
given an Application Acceptance Date until it is received.

(15) Relocation Plan--A residential anti-displacement and relocation assistance plan and budget
in an Application that addresses residential and non-residential displacement and complies with
the Uniform Relocation Assistance and Real Property Act as implemented at 49 CFR Part 24, HUD
Handbook 1378, and the TDHCA Relocation Handbook. Additionally, some HOME and NSP
funded Developments must comply with Section 104(d) of the Housing and Community
Development Act of 1974 (as amended), and 24 CFR Part 42 (as modified for NSP and HOME
American Rescue Plan (ARP) funds), which requires a one-for-one replacement of occupied and
vacant, occupiable low- and moderate-income dwelling units demolished or converted.
Guidance is on the Department’s website at
https://www.tdhca.state.tx.us/multifamily/home/index.htm. The Relocation Plan must be in
form and substance consistent with requirements of the Department.

(16) Section 234 Condominium Housing Basic Mortgage Limits (Section 234 Condo Limits)--The
per-unit subsidy limits for all MFDL funding. These limits take into account whether or not a
Development is elevator served and any local conditions that may make development of
multifamily housing more or less expensive in a given metropolitan statistical area. If the high
cost percentage adjustment applicable to the Section 234 Condo Limits for HUD's Fort Worth

Page 11 of 39


https://www.tdhca.state.tx.us/multifamily/home/index.htm

Multifamily Hub is applicable for all Developments that TDHCA finances through the MFDL
Program, then confirmation of that applicability will be included in the applicable NOFA.

(17) Site and Neighborhood Standards--HUD requirements for New Construction or
reconstruction Developments funded by NHTF (24 CFR §93.150) or New Construction
Developments funded by HOME (24 CFR §92.202). Proposed Developments must provide
evidence that the Development will comply with these federal regulations in the Application.
Guidance for successful submissions is provided on the Department website at
https://www.tdhca.state.tx.us/multifamily/apply-for-funds.htm. Applications that are unable to
comply with requirements in 24 CFR §983.57(e)(2) and (3) will not be eligible for HOME or NHTF.

(18) State Affordability Period--The LURA Term as described in the MFDL contract and loan
documents and as required by the Department in accordance with the Chapter 2306, Texas

Gov't Code which may be an additional period after the Federal Affordability Period.

(19) Surplus Cash--Except when the first lien mortgage is a federally insured HUD mortgage that
is subject to HUD's surplus cash definition, Surplus Cash is any cash remaining:

(A) After the payment of:

(i) All sums due or currently required to be paid under the terms of any superior lien;

(ii) All amounts required to be deposited in the reserve funds for replacement;

(iii) Operating expenses actually incurred by the borrower for the Development during the
period with an appropriate adjustment for an allocable share of property taxes and insurance

premiums;

(iv) Recurring maintenance expenses actually incurred by the borrower for the Development
during the period; and

(v) All other obligations of the Development approved by the Department; and

(B) After the segregation of an amount equal to the aggregate of all special funds required to
be maintained for the Development; and

(C) Excluding payment of:

(i) All sums due or currently required to be paid under the terms of any subordinate liens
against the property;

(ii) Any development fees that are deferred including those in eligible basis; and

(iii) Any payments or obligations to the borrower, ownership entities of the borrower, related
party entities; any payment to the management company exceeding 5% of the effective gross
income; incentive management fee; asset management fees; or any other expenses or
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payments that shall be negotiated between the Department and borrower.

(20) TCAP Repayment Funds--(TCAP RF) the Tax Credit Assistance Payment program funds.

$13.3. General Loan Requirements.

(a) Funding Availability. Direct Loan funds may be made available through a NOFA or other
similar governing document that includes the method for applying for funds and funding
requirements.

(b) Oversourced Developments. A Direct Loan request may be reduced or not recommended if
the Department’s Underwriting Report concludes the Development does not need all or part of
the MFDL funds requested in the Application because it is oversourced, and for which a timely
appeal has been completed, as provided in 10 TAC §1.7 of this title (relating to Appeals Process)
or 10 TAC §11.902 of this title (relating to Appeals Process for Competitive HTC Applications), as
applicable.

(c) Funding Sources. Direct Loan funds are composed of annual HOME and National Housing
Trust Fund (NHTF) allocations from HUD and associated Program Income, repayment of TCAP or
TCAP RF loans, HOME Program Income, NSP Program Income (NSP PI or NSP), and any other
similarly encumbered funding that may become available by Board action, except as otherwise
noted in this chapter. Similar funds include any funds that are identified by the Board to be
loaned or granted for the development of multifamily property and are not governed by another
chapter in this title, with the exception of State funds appropriated for a specific purpose.

(d) Eligible and Ineligible Activities.

(1) Eligible Activities. Direct Loan funds may be used for the predevelopment, acquisition,
New Construction, reconstruction, Adaptive Reuse, rehabilitation, or preservation of
affordable housing with suitable amenities, including real property acquisition, site
improvements, conversion, demolition, or operating cost reserves, subject to applicable HUD
guidance. Other expenses, such as financing costs, relocation expenses of any displaced
persons, families, businesses, or organizations may be included. MFDL funds may be used to
assist Developments previously awarded by the Department when approved by specific
action of the Board. Eligible Activities may have fund source restrictions or may be restricted
by a NOFA.

(2) Ineligible Activities. Direct Loan funds may not be used-forawarded to a Development:

(A) AdaptiveReuseDevelopments-Ssubject to the requirements of 36 CFR 67, implementing

Section 47 of the Internal Revenue Code (related to Historic Tax Credits), unless Part 2 of
that Application, concerning a description of the proposed rehabilitation work, has been
approved by the National Park Service and is submitted with the Application;

(B) Bevelepments—iLayered with Housing Tax Credits that have elected the income
averaging election under Section 42(g)(1)(C) of the Internal Revenue Code that have more
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than 15% of the Units designated as Market Rate Units; e+

(C) Exceptas-—specificaly-deseribed-in-the NOFA-Developments-lin which the Applicant will

not be directly leasing Units to residents, except as specifically described in the NOFA;-

(D) Applicants applying for HOME or NSP funds may not commit any choice limiting
activities as defined by HUD in 24 CFR Part 58 prior to obtaining environmental clearance,
and will be subject to termination of the Direct Loan award if such action is undertaken. For
an Applicant applying for NHTF funds, choice limiting activities prior to full execution of a
Contract with the Department are not prohibited, but the eligibility of costs associated with
these activities will be impacted in keeping with 24 CFR §93.201(h) and all applicable federal
regulations. Furthermore, certain activities which prohibit environmental mitigation may
cause the Development to be ineligible and will cause the termination of the Direct Loan
award.

(e) Ineligible Costs. All costs associated with the Development and known by the Applicant
must be disclosed as part of the Application. Other federal funds will be included in the Final
Direct Loan Eligible Costs located in Table 1 of the Direct Loan Calculator as part of the
required per-unit subsidy limit calculation. Costs ineligible for reimbursement with Direct
Loan funds in accordance with 24 CFR Parts 91, 92, 93, and 570, and 2 CFR Part 200, as
federally required or identified in the NOFA, include but are not limited to:

(1) Offsite costs;

(2) Stored Materials;

(3) Site Amenities, such as swimming pools and decking, landscaping, playgrounds, and
athletic courts;

(4) The purchase of equipment required for construction;

(5) Furnishings and Furniture, Fixtures and Equipment (FF&E) required for the Development;
(6) Detached Community Buildings;

(7) Carports and/or parking garages, unless attached as a feature of the Unit;

(8) Commercial Space costs;

(9) Personal Property Taxes;

(10) TDHCA fees;

(11) Syndication and organizational costs;

(12) Reserve Accounts, except Initial Operating Deficit Reserve Accounts;
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(13) Delinquent fees, taxes, or charges;

(14) Costs incurred more than 24 months prior to the effective date of the Direct Loan
Contract, unless the Application is awarded TCAP RF, and if specifically allowed by the
Board;

(15) Costs that have been allocated to or paid by another fund source (except for soft costs
that are attributable to the entire project as specifically identified in the applicable federal
rule, or for TCAP RF if specifically allowed by the NOFA), including but not limited to,
contingency, including soft cost contingency, and general partner loans and advances;

(16) Deferred Developer Fee;

(17) Texas Bond Review Board (BRB) fees;

(18) Community Facility spaces that are not for the exclusive use of tenants and their
guests;

(19) The portion of soft costs that are allocated to support ineligible hard costs; and-
(20) Other costs limited by Award or NOFA, or as established by the Board;-

(21) Interest on Construction Loans; and

(22) Acquisition that occurred before the Application Acceptance Date and environmental
clearance for HOME and NSP projects. For NHTF, acquisition that occurred prior to Contract

signing.

§13.4. Set-Asides, Regional Allocation, and NOFA Priorities.

(a) Set-Asides. Specific types of Activities or Developments for which a portion of MFDL funds
may be reserved in a NOFA will be grouped in categories called Set-Asides. The Soft Repayment
Set-Aside, CHDO Set-Aside, and General Set-Aside, as described below, are fixed Set-Asides that
will be included in the annual NOFA (except when CHDO requirements are waived or reduced by
HUD). The remaining Set-Asides described below are flexible Set-Asides and are applicable only
if identified in a NOFA; flexible Set-Asides are not required to be programmed on an annual
basis. The Board may approve Set-Asides not described in this section. The amount of a single
award may be credited to multiple Set-Asides, in which case the credited portion of funds may
be repositioned into an oversubscribed Set-Aside prior to a defined collapse deadline.
Applications under any and all Set-Asides may or may not be layered with other Department
Multifamily programs except as provided in this section or as determined by the Board to
address unique circumstances not addressed by these rules.

(1) Fixed Set-Asides:

(A) General / Soft Repayment Set-Aside.
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(i) Applicants seeking to qualify for NHTF under this set-aside must propose Developments
in which all Units assisted with MFDL funds are available for households earning the
greater of the poverty rate or 30% AMI, and have rents no higher than the rent limits for
extremely low-income tenants in 24 CFR §93.302(b).

(i)  Applicants seeking to qualify for HOME under this set-aside must propose
Developments in which all Units assisted with MFDL funds are available to households
earning no more than 80% AMI and have rents no higher than the rent limits 24 CFR
§92.2.

(iii) A portion of the General / Soft Repayment Set-Aside may be reallocated into the
CHDO Set-Aside in order to fully fund a CHDO award that exceeds the remaining amount
in the CHDO Set-Aside.

(B) CHDO Set-Aside. Unless waived or reduced by HUD, a portion of the Department's
annual HOME allocation, will be set aside for eligible CHDOs meeting the requirements of
the definition of Community Housing Development Organization in 24 CFR §92.2 and 10
TAC §13.2(2) of this chapter. Applicants under the CHDO Set-Aside must be proposing to
develop housing on Development Sites located outside Participating Jurisdictions (PJ),
unless the award is made within a Persons with Disabilities (PWD) Set-Aside, or the
requirement under Tex. Gov't Code §2306.111(c)(1) has been waived by the Governor. A
grant for CHDO operating expenses may be awarded in conjunction with an award of MFDL
funds under this Set-Aside, if no other CHDO operating grants have been awarded to the
Applicant in the same Calendar year, in accordance with 24 CFR §92.208. Applications under
the CHDO Set-Aside may not have a for profit special limited partner within the ownership
organization chart.

(2) Flexible Set-Asides:

(A) 4% HTC and Bond Layered Set-Aside. The 4% and Bond Layered Set-Aside is reserved for
Applications layered with 4% Housing Tax Credits and Tax-Exempt Bond funds where the
Development Owner does not meet the definition of a CHDO, but that the Application does
meet all other MFDL requirements.

(B) Persons with Disabilities (PWD) Set-Aside. The PWD Set-Aside is reserved for
Developments restricting Units for residents who meet the requirements of Tex. Gov't Code
§2306.111(c)(2) while not exceeding the number of Units limited by 10 TAC §1.15 of this
title (relating to the Integrated Housing Rule). MFDL funds will be awarded in a NOFA for
the PWD Set-Aside only if sufficient funds are available to award at least one Application
within a Participating Jurisdiction under Tex. Gov't Code §2306.111(c)(1).

(C) Competitive HTC Layered Set-Aside. The Competitive HTC Layered Set-Aside is reserved
for Applications that are layered with Competitive Housing Tax Credits that do not meet the
definition of CHDO, but that do meet all other MFDL requirements. Awards under this Set-
aside are dependent on the concurrent award of a Competitive HTC allocation; however, an
allocation of Competitive HTC does not ensure that a sufficient amount of MFDL funds will
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be available for award.

(D) Additional Set-Asides may be developed, subject to Board approval, to meet the
requirements of specific funds sources, or address Department priorities. To the extent such
Set-Asides are developed, they will be reflected in a NOFA or other similar governing
document.

(b) Regional Allocation and Collapse. All funds subject to Tex. Gov't Code §2306.111 or as
described to HUD in planning documents will be allocated to regions and potentially subregions
based on a Regional Allocation Formula (RAF) within the applicable Set-Asides (unless the funds
have already been through a RAF of the annual NOFA and/or Special Purpose NOFA). The RAF
methodology may differ by fund source. HOME funds will be allocated in accordance with Tex.
Gov't Code Chapter 2306. The end date and Application Acceptance Date for the regionally
allocated funds will be identified in the NOFA, but in no instance shall it be less than 30 days
from the date a link to the Board approved NOFA or NOFA Amendment is published on the
Department's website.

(1) After funds have been made available regionally and the period for regional allocation has
expired, remaining funds within each respective Set-Aside may collapse and be pooled
together on a date identified in the NOFA. All Applications received prior to these collapse
dates will continue to hold their priority unless they are withdrawn, terminated, suspended,
or funded.

(2) Funds remaining after expiration of the Set-Asides on the end date identified in the NOFA,
which have not been requested in the form of a complete Application, may be collapsed and
pooled together to be made available statewide on a first-come first-served basis to
Applications submitted after the collapse dates, as further described in the NOFA.

(3) In instances where the RAF would result in regional or subregional allocations insufficient
to fund an Application, the Department may use an alternative method of distribution,
including an early collapse, revised formula or other methods as approved by the Board, and
reflected in the NOFA.

(c) Notice of Funding Availability (NOFA). MFDL funds will be distributed pursuant to the
terms of a published NOFA that provides the specific collapse dates and deadlines as well as
Set-Aside and RAF amounts applicable to each NOFA, along with scoring criteria, priorities,
award limits, and other Application information. Set-asides, RAFs, and total funding
amounts may increase or decrease in accordance with the provisions herein without further
Board action as authorized by the Board.

(d) Priorities for the Annual NOFA. Complete Applications received during the period that
funds are regionally made available (if a RAF is used in the Annual NOFA) will be prioritized
for review and recommendation to the Board, if funds are available in the region or
subregion (as applicable) and in the Set-Aside under which the Application is received. If
insufficient funds are available in a region or subregion to fund all Applications then the
scoring criteria in §13.6 of this Chapter will be applied if necessary and the Applications
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whose requests are in excess of the available funds will be evaluated only after the regional
and/or Set-Aside collapse and in accordance with the additional priority levels in this
subsection, unless an Application received earlier is withdrawn or terminated. If insufficient
funds are available within a region, subregion, or Set-Aside, the Applicant may request to be
considered under another Set-Aside if they qualify, prior to the collapse. Applications will be
reviewed and recommended to the Board if funds are available in accordance with the
order of prioritization described in paragraphs (1) - (3) of this subsection.

(1) Priority 1. Applications not layered with current year Competitive Housing Tax Credits
(HTC) that are received prior to the Market Analysis Delivery Date as described in 10 TAC
§11.2 of this title (relating to Program Calendar for Housing Tax Credits). Priority 1
Applications may be prioritized based on score within their respective Set-Aside for a
certain time period, for certain populations, or for certain geographical areas, as further
described in the NOFA.

(2) Priority 2. Applications layered with current year Competitive HTC will be prioritized
based on their recommendation status and score for their HTC allocation under the
provisions of Chapter 11 of this title, the Qualified Allocation Plan (QAP). All Priority 2
applications will be deemed received on the Market Analysis Delivery Date identified in
Chapter 11 of this title, relating to the QAP. Priority 2 applications, if recommended, will
be recommended for approval of the MFDL award at the same meeting when the Board
approves the Competitive HTC allocations. Applications for Competitive HTC allocations
are not guaranteed the availability of MFDL funds, as further provided in §13.5(e) of this
chapter.

(3) Priority 3. Applications that are received after the Market Analysis Delivery Date
identified in the QAP will be evaluated on a first come first served basis for any remaining
funds, until the final deadline identified in the annual NOFA. However, the NOFA may
describe additional prioritization periods for certain populations, or for certain
geographical areas. Applications layered with Competitive HTC that are on the
Competitive HTC waitlist after the Department’s Board meeting at which final Competitive
HTC awards are made will be considered Priority 3 Applications; if the Applicant receives
an allocation of Competitive HTC later in the year, the MFDL Application Acceptance date
will be the date the HTC Commitment Notice is issued, and MFDL funds are not
guaranteed to be available.

(e) Other Priorities. The Board may set additional priorities for the annual NOFA, and for one
time or special purpose NOFAs.

$13.5. Application and Award Process.

(a) Applications. MFDL Applicants must follow the applicable requirements in 10 TAC Chapter
11, Subchapter C (relating to Application Submission Requirements, Ineligibility Criteria, Board
Decisions and Waiver of Rules) and the Notice of Funding Availability for which the Application is
submitted.
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(b) Application Acceptance Date. Applications will be considered received on the business day
of receipt, unless a different time period is described in the Department's rules or NOFA. If an
Application is received after 5:00 p.m., Austin local time, it will be determined to have been
received on the following business day. Applications received on a non-business day will be
considered received on the next day the Department is open. Applications will be considered
complete at the time all Application materials, required third party reports and application fee(s)
are received by the Department. Within certain Set-Asides or priorities, the date of receipt may
be fixed, regardless of the earlier actual date a complete Application is received, if so specified in
the Department's rules or NOFA. If multiple Applications have the same Application Acceptance
Date, in the same region or subregion (as applicable), and within the same Set-Aside, then score
and tiebreaker factors, as described in §13.6 of this chapter (relating to Scoring Criteria) for
MFDL or 10 TAC §11.7 and §11.9 of this title (relating to Tie Breaker Factors and Competitive
HTC Selection Criteria, respectively) for Applications layered with Competitive HTC, will be used
to determine the Application's rank.

(c) Market Analysis. Applications proposing Rehabilitation that request MFDL as the only source
of Department funding may be exempted from the Market Analysis requirement in 10 TAC
§11.205(2) (relating to Required Third Party Reports) if the Development's rent rolls for the most
recent six months reflect occupancy of at least 80% of all habitable-Units.

(d) Required Site Control Agreement Provisions. All Applicants for MFDL funds must include the
following provisions in the purchase contract or site control agreement if the subject property is
not already owned by the Applicant:

(1) "Notwithstanding any other provision of this Contract, Purchaser shall have no obligation
to purchase the Property, and no transfer of title to the Purchaser may occur, unless and until
the Department has provided Purchaser and/or Seller with a written notification that: (A) It
has completed a federally required environmental review and its request for release of
federal funds has been approved and, subject to any other Contingencies in this Contract, (i)
the purchase may proceed, or (ii) the purchase may proceed only if certain conditions to
address issues in the environmental review shall be satisfied before or after the purchase of
the property; or (B) It has determined that the purchase is exempt from federal
environmental review and a request for release of funds is not required."; and

(2) "The Buyer does not have the power of eminent domain relating to the purchase and
acquisition of the Property. The Buyer may use federal funds from the U.S. Department of
Housing and Urban Development (HUD) to complete this purchase. HUD will not use eminent
domain authority to condemn the Property. All parties entered this transaction voluntarily
and the Buyer has notified the Seller of what it believes the value of the Property to be in
accordance with 49 CFR Part 24 Appendix A. If negotiations between both parties fail, Buyer
will not take further action to acquire the Property."

(e) Oversubscribed Funds for Competitive HTC-Layered Applications. Should MFDL funds be
oversubscribed in a Set-Aside or for a fund source that has geographic limitations within a Set-
Aside, Applications concurrently requesting Competitive HTC will be notified and may amend
their Application to accommodate another fund source and make changes that still meet
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threshold requirements in 10 TAC Chapters 11 and 13 of this title, if such changes do not impact
scoring under 10 TAC §11.9 (relating to Competitive HTC Selection Criteria). The Department will
provide notice to all impacted Applicants in the case of over-subscription, which will include a
deadline by which the Applicant must respond to the Department. Multiple Applications from a
single or affiliated Applicants do not constitute oversubscription, and the Applicant(s) will not be
able to amend their Applications as described in this subsection. If MFDL funds become available
between the Market Analysis Delivery Date, and the date of the Department’s Board meeting at
which final Competitive HTC awards are made, the MFDL funds will not be reserved for
Competitive HTC-layered Applications, unless the reservation is described in the NOFA.

(f) Availability of funds for Non-Competitive HTC-layered Applications. If an Application
requesting layered Non-Competitive HTC and Direct Loan funds is terminated under 10 TAC
§11.201(2)(E) (relating to Withdrawal of Certificate of Reservation), the Application will receive a
new Application Acceptance Date for purposes of Direct Loan funds upon submission to the
Department of the new Certificate of Reservation. Direct Loan funds will not be reserved for
terminated Applications, and may not be available for the Application with a new Reservation.

(g) Source of Direct Loan Funds. To the extent that an Application is submitted under a Set-
Aside where multiple sources of Direct Loan funds are available, the Department will select
sources of funds for recommended Applications, as provided in paragraphs (1) - (4) of this
subsection:

(1) The Department will generally select the recommended source of MFDL funds to award to
an Application in the order described in subparagraphs (A) - (C) of this paragraph, which may
be limited by the type of activity an Application is proposing or the proposed Development
Site of an Application:

(A) Federal funds with commitment and expenditure deadlines will be selected first;

(B) Federal funds that do not have commitment and expenditure deadlines will be selected
next; and

(C) Nonfederal funds that do not have commitment and expenditure deadlines will be
selected last; however,

(2) The Department may also consider repayment risk or ease of compliance with other fund
sources when assigning the source of funds to be recommended for award to an Application;

(3) The Department may move to the next fund source prior to exhausting another selection;
and

(4) The Department will make the final decision regarding the fund source to be
recommended for an award (within a Set-Aside that has multiple fund sources), and this
recommendation may be not be appealed.

(h) Eligibility Criteria and Determinations. The Department will evaluate Applications received
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under a NOFA for eligibility and threshold pursuant to the requirements of this chapter and
Chapter 11 of this title (relating to the Qualified Allocation Plan). The Department may terminate
the Application if there are changes at any point prior to MFDL loan closing that would have had
an adverse effect on the score and ranking order of the Application that would have resulted in
the Application not being recommended for an award or being ranked below another
Application received prior to the subject Application.

(1) Applicants requesting MFDL as the only source of Department funds must meet the
Experience Requirement as provided in either subparagraph (A) or (B) of this paragraph:

(A) The Experience Requirement as provided in 10 TAC §11.204(6) of this title (relating to
Experience Requirement); or

(B) Alternatively by providing the acceptable documentation listed in §11.204(6){}—b of
this title evidencing the successful development, and at least five years of the successful
operation, of a project or projects with at least twice as many affordability restricted Units
as requested in the Application.

(2) The Executive Director or authorized designee must make eligibility determinations for
Applications for Developments that meet the criteria in subparagraph (A) or (B) of this
paragraph regardless of available fund sources:

(A) Received an award of funds or resources for the Development from the Department
within 15 years preceding the Application Acceptance Date; or

(B) Started or completed construction, and are not proposing acquisition or rehabilitation.

(3) An Application that requires an eligibility determination in accordance with paragraph (2)
of this subsection must identify that fact prior to, or in their Application so that an eligibility
determination may be made subject to the Applicant's appeal rights under 10 TAC §11.902 or
10 TAC §1.7 of this title (both relating to Appeals), as applicable. A finding of eligibility under
this paragraph does not guarantee an award. Applications requiring eligibility determinations
generally will not be funded with HOME or NSP funds, unless a 24 CFR Part 58 review was
done by another fund source.

(A) Requests under this paragraph will not be considered more than 60 calendar days prior
to the first Application Acceptance Date published in the NOFA, for the Set-Aside in which
the Applicant plans to apply.

(B) Criteria for consideration include clauses (i) - (iii) of this subparagraph:

(i) Evidence of circumstances beyond the Applicant's control that could not have been
prevented with appropriate due diligence; or

(ii) Force Majeure events (not including weather events); and
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(iii) Evidence that no further exceptional conditions exist that will delay or cause further
cost increases.

(C) Criteria for consideration shall not include typical weather events, typical construction,
or financing delays.

(D) Applications for Developments that previously received an award from the Department
within 15 years preceding the Application Acceptance Date will be evaluated at no more
than the amount of Developer Fee underwritten the last time that the Department
published an Underwriting Report. MFDL funds may not be used to fund increased
Developer Fee, regardless of whether the increase is allowed under other Department rules.

(1) Proposed Developments must provide evidence that the Development will comply
with Site and Neighborhood Standards, which can be in the form of narrative with
supporting documentation, accompanied by required census data found in American
Community Survey Table DP-05.

(i) Request for Preliminary Determination. Applicants considering a request for Direct Loan
layered with a Competitive HTC Application may submit a Request for Preliminary Determination
with the HTC Pre-Application. The results of evaluation of the request may be used as evidence
of review of the Development and the Principals for purposes of scoring under 10 TAC
§11.9(ef)(1)(E). Submission of a Request for Preliminary Determination does not obligate the
Applicant to request Multifamily Direct Loan funds with their full Application. The Preliminary
Determination is based solely on the information provided in the request, and does not indicate
that the full Application will be accepted. It is not a guarantee that Direct Loan funds will be
available or awarded to the full Application.

(j) Effective rules and contractual terms. The contractual terms of an award will be governed by
and reflect the rules in effect at the time of Application; however, any changes in federal
requirements will be reflected in the contractual terms. Further provided, that if after award,
but prior to execution of such Contract, there are new rules in effect, the Direct Loan awardee
may elect to be governed by the new rules, provided the Application would continue to have
been eligible for award under the rules and NOFA in effect at the time of Application.

§813.6. Scoring Criteria.

The criteria identified in paragraphs (1) - (6) of this section will be used in the evaluation and
ranking of Applications if other Applications have the same Application Acceptance Date, within
the same Set-Aside, and having the same prioritization. There is no rounding of numbers in this
section, unless rounding is explicitly indicated for that particular calculation or criteria. Changes
to Applications where scoring is utilized under Chapter 13 will not be allowed between
submission and award. The scoring items used to calculate the score for a Competitive HTC-
Layered Application will be utilized for scoring for an MFDL Application, and evaluated in the
same manner, except as specified below. Scoring criteria in Chapter 11 of this title (relating to
the Qualified Allocation Plan) will always be superior to Scoring Criteria in this chapter if an
MFDL Application is also concurrently requesting Competitive HTC.
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(1) Opportunity Index. Applicants eligible for points under 10 TAC §11.9(c)(45) (relating to the
Opportunity Index) (up to 7 points).

(2) Resident Services. Applicants eligible for points under 10 TAC §11.9(c)(3)(A) (relating to
Resident Supportive Services) (10 points) and Applicants eligible for points under 10 TAC
§11.9(c)(3)(B) (relating to community space and outreach for Resident Supportive Services) (1
point).

(3) Underserved Area. Applicants eligible for points under 10 TAC §11.9(c)(56) (relating to
Underserved Area) (up to 5 points).

(4) Subsidy per Unit. An Application that caps the MFDL eligible cost per Unit subsidy limit
below Section 234 Condo Limits or HUD 221(d)(4) statutory limits (as applicable) for all Direct
Loan Units regardless of Unit size at:

(A) $100,000 per MFDL eligible cost per Unit (4 points).
(B) $80,000 per MFDL eligible cost per Unit (8 points).
(C) $60,000 per MFDL eligible cost per Unit (10 points).

(5) Rent Levels of Residents. Except for Applications submitted under the Soft Repayment Set-
Aside, an Application may qualify to receive up to 13 points for placing the following rent and
income restrictions on the proposed Development for the Federal and State Affordability
Periods. These Units must not be restricted to 30% or less of AMI by another fund source;
however, layering on other HTC Units may be considered for scoring purposes. Scoring
options include:

(A) At least 20% of all low-income Units at 30% or less of AMI (13 points);

(B) At least 10% of all low-income Units at 30% or less of AMI or, for a Development located
in a Rural Area, 7.5% of all low-income Units at 30% or less of AMI (12 points); or

(C) At least 5% of all low-income Units at 30% or less of AMI (7 points).

(6) Tiebreaker. In the event that two or more Applications receive the same number of points
based on the scoring criteria above, staff will recommend for award the Application that
proposes the greatest percentage of 30% AMI MFDL Units within the Development that
would convert to households at 15% AMI in the event of a tie as represented in the
Tiebreaker Certification submitted at the time of Application.

$13.7. Maximum Funding Requests and Minimum Number of MFDL Units.

(a) Maximum Funding Request. The maximum funding request for an Application will be
identified in the NOFA, and may vary by development type, set-aside, or fund source.
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(b) Maximum New Construction or Reconstruction Per-Unit Subsidy Limits. While more
restrictive per-Unit subsidy caps are allowable and encouraged as point scoring items in 10 TAC
§13.6 of this chapter (relating to Scoring Criteria), the per-Unit subsidy limit for a Development
will be determined by the Department as the Section 234 Condo limits with the applicable high
cost percentage adjustment in effect at the start date of the NOFA, which are the maximum
MFDL eligible cost per-Unit subsidy limits that an Applicant may use to determine the amount of
MFDL funds combined with other federal funds that may subsidize a Unit.

(c) Maximum Rehabilitation Per-Unit Subsidy Limits. The MFDL eligible cost per-Unit to
rehabilitate a Development may not exceed the HUD 221(d)(4) statutory limits, subject to high
cost factors as published in the NOFA.

(d) Minimum Number of MFDL Units. The minimum required number of MFDL Units will be
determined by the MFDL per-Unit subsidy limits and the cost allocation analysis, which will
ensure that the amount of MFDL Units as a percentage of total Units is equal to or greater than
the percentage of MFDL funds requested as a percentage of total eligible MFDL Development
costs. Applicants may be able to estimate the minimum number of MFDL Units by entering
Application information into the Direct Loan Unit Calculator Tool available on the Department's
website, but this tool may not cover the specific requirements of every Application. A larger
number of MFDL Units may also be required if scoring is utilized.

§13.8 Loan Structure and Underwriting Requirements

(a) Loan Structures. Loan structures must meet the criteria described in this section and as
further described in a NOFA. The interest rate, amortization period, and term for the loan will be
fixed by the Board at the time of award, and can only be amended prior to loan closing by the
process in 10 TAC §13.12 (relating to Pre-Closing Amendments to Direct Loan Terms).

(b) Criteria for Construction-to-Permanent Loans. Direct Loans awarded through the
Department must adhere to the criteria as identified in paragraphs (1) - (7) of this subsection if
being requested as construction-to-permanent loans, for which the interest rate will be specified
in the NOFA and approved by the Board:

(1) The construction term for MFDL loans shall be coterminous with any superior construction
loan(s), but no greater than 36 months. In the event the MFDL loan is the only loan with a
construction term or is the superior construction loan, the construction term shall be 24
months with one available six-month extension that may be approved for good cause by the
Executive Director or his designee;

(2) No interest will accrue during the construction term;

(3) The loan term shall be no less than 15 years and no greater than 40 years and six months,
and the amortization period shall be between 30 to 40 years and six months. The
Department's loan must mature at the same time or within six months of the shortest term of
any senior debt, so long as neither exceeds 40 years and six months. The loan term
commences following the end of the construction term;
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4) Loans shall be secured with a deed of trust with a permanent lien position that is superior
to any other sources for financing including hard repayment debt that is in an amount less
than or equal to the Direct Loan amount and superior to any other sources that have soft
repayment structures, non-amortizing notes, have deferred forgivable provisions, or in which
the lender has an identity of interest with any member of the Development Team. Parity liens
may only be considered with federal loan funds from USDA Rural Development;

(5) If the Direct Loan amounts are more than 50% of the Total Housing Development Cost,
except for Developments also financed through the USDA §515 program, the Application
must include documents identified in either subparagraphs (A) or (B) of this paragraph:

(A) A letter from a Third Party Certified Public Accountant verifying the capacity of the
Applicant, Developer, or Development Owner to provide at least 10% of the Total Housing
Development Cost as a short term loan for the Development; or

(B) Evidence of a line of credit or equivalent tool in the sole determination of the
Department equal to at least 10% of the Total Housing Development Cost from a financial
institution that is available for use during the proposed Development activities;

(6) If the Direct Loan is the only source of permanent Department funding for the
Development, the Development Owner must provide all items required in subparagraphs (A)
and (B) of this paragraph:

(A) Equity in an amount not less than 10% of Total Housing Development Costs; however,

(i) An Applicant for Direct Loan funds may request Board approval to have an equity
requirement of less than 10% that would not have to meet the waiver requirements in 10
TAC §11.207 of this title (relating to Waiver of RulesO. The request must specify the
proposed equity that will be provided and provide support for why that reduced level of
equity will be sufficient to provide reasonable assurance that such owner will be able to
complete construction and stabilization timely; and

(ii) "Sweat equity" or other forms of equity that cannot be readily accessed will not be
allowed to count toward the equity requirement; and

(B) Evidence submitted with the Application must show the Direct Loan amount is not
greater than 80% of the Total Housing Development Costs; and

(7) In general, udp to 50% of the MFDL loan may be advanced at loan closing, should there be
sufficient eligible costs to reimburse that amount; however, this amount may be
proportionally exceeded for a Development being awarded additional MFDL funds, if the
Development is past 50% at loan closing, so long as the required Mid-Construction Inspection
has been completed. In all cases, at least 10% of the funds will be reserved for the final Draw.

(c) Criteria for Construction Only Loans. MFDL Loans through the Department must adhere to
the following criteria as identified in paragraphs (1) - (3) of this subsection if being requested as
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construction only loans:

(1) The term of the construction loan must be coterminous with any superior construction
loan(s), but no greater than 36 months. In the event that the MFDL loan is the only
construction loan or is the superior construction loan, the term may not exceed 24 months
with available six-month extension that may be approved for good cause by the Executive
Director or his designee;

(2) The interest rate may be as low as 0%; and

(3) Up to 50% of the loan may be advanced at loan closing, should there be sufficient costs to
reimburse that amount.

(d) Criteria for Permanent Refinance Loans. If 90% of the Department's loan will repay existing
debt, the first payment will be due the month after the month of loan closing; 90% of the loan
may be advanced at loan closing, unless the Board approves another date.

(e) Evaluations. All Direct Loan Applicants in which third-party financing entities are part of the
sources of funding must include a pro forma and lender approval letter evidencing review of the
Development and the Principals, as described in 10 TAC §11.9(ef)(1) of this title (relating to
Competitive HTC Selection Criteria). Where no third-party financing exists, the Department
reserves the right to procure a third-party evaluation which will be required to be prepaid by the
Applicant.

(f) Pass-Through Loans. Department funds may not be used as pass-through financing. The
Department's Borrower must be the Development Owner.

$13.9. Construction Standards.

All Developments financed with Direct Loans will be required to meet at a minimum the
applicable requirements in Chapter 11 of this title (relating to the Qualified Allocation Plan). In
addition, Developments must meet all applicable state and local codes, ordinances, and
standards; the 2021 International Existing Building Code (IEBC) or International Building Code
(IBC), as applicable. Should IEBC be more restrictive than local codes, or should local codes not
exist, then the Development must meet the requirements imposed by IEBC or IBC, as applicable.
Developments must also meet the requirements in paragraphs (1) - (5) of this section:

(1) Third-Party Recommendations. Recommendations made in the Environmental Site
Assessment (§11.305 of this title) and any Scope of Work and Cost Review (§11.306 of this
title) with respect to health and safety issues, life expectancy of major systems (structural
support; roofing; cladding and weatherproofing; plumbing; electrical; and heating,
ventilation, and air conditioning) must be implemented;

(2) Lead and Asbestos Testing. For properties originally constructed prior to 1978, the Scope
of Work and Cost Review must be provided to the party conducting the lead-based paint
and/or asbestos testing, and the Development Owner must implement the mitigation
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recommendations of the testing report;

(3) Broadband Infrastructure. The broadband infrastructure requirements described in 24 CFR
§92.251(a)(2)(vi) or (b)(1)(x) for HOME, NSP, or TCAP RF; or 24 CFR §93.301(a)(2)(vi) or 24 CFR
§93.301(b)(2)(vi) for NHTF, as applicable;

(4) Properties in Catastrophe Areas. Developments located in the designated catastrophe
areas specified in 28 TAC §5.4008 must comply with 28 TAC §5.4041-4012 (relating to
Applicable Building Code Standards in Designated Catastrophe Areas for Structures
Constructed, Repaired or to Which Additions Are Made On and After January-31,2008April 1,
2020); and

(5) Minimum Construction Standards. Rehabilitation Developments funded with federal
sources may also be required to meet Minimum Rehabilitation Standards, as required by
HUD. Rehabilitation Developments funded by the national Housing Trust Fund are required to
meet the Multifamily Minimum Rehabilitation Standards approved by HUD, as posted on the
Department’s website at https://www.tdhca.state.tx.us/multifamily/home/index.htm, in
addition to the Department’s rules and NOFA requirements.

$13.10. Development and Unit Requirements.

(a) Proportionality. The bedroom/bathroom/amenities and square footages for Direct Loan
Units must be comparable to the bedroom/bathroom/amenities and square footages for the
total number of Units in the Development based on the amount of Direct Loan funds requested
as a percentage of total MFDL eligible costs. As a result of this requirement, the Department will
use the Proration Method as the Cost Allocation Method in accordance with HUD CPD Notice 16-
15, except as described in subsection (b) of this section. Additionally, the amount of Direct Loan
funds requested cannot exceed the per-unit subsidy limit described in this chapter or in the
applicable NOFA. Direct Loan Units must be provided as a percentage of each Unit Type, in
proportion to the percentage of total costs included in the Direct Loan.

(b) Floating Units. Floating Direct Loan Units may only float among the Units as described in the
Direct Loan Contract and Direct Loan LURA.

(1) For HOME, NSP, and TCAP RF, Direct Loan Units must float throughout the Development
unless the Development also contains public housing Units that will receive Operating Fund or

Capital Fund assistance under Section 9 of the 1937 Act as defined in 24 CFR §5.100.

(2) For NHTF, Direct Loan Units must float throughout the Development, except as prohibited
by 24 CFR §93.203, concerning public housing units.

(c) Unit Match Requirements.

(1) For a Development funded with NSP and/or NHTF, a required matching contribution will
result in at least one HOME Match-Eligible Unit, in addition to the NSP and/or NHTF Units.
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(2) For a Development funded with HOME, a required matching contribution may or may not
result in a HOME Match-Eligible Unit, beyond the Department's HOME assisted Units.

(3) For a Development funded with TCAP RF in the annual NOFA, a matching contribution in
addition to the Match that the Department counts from the TCAP RF investment will result in
some amount of TCAP RF assisted Units being considered HOME Match-Eligible Units.

(d) Minimum Affordability Period. The minimum affordability period for all Direct Loan Units
awarded under a NOFA will match the greater of the term of the loan, or 30 years unless a lesser
period is approved by the Board. The Department reserves the right to extend the Affordability
Period for Developments that fail to meet Program requirements.

(e) Restricted Units. If the Department is the only source of permanent funding for the
Development by virtue of equity from HTC and MFDL funding, all Units must be income and rent
restricted under a combination of HTC and Direct Loan LURAs, regardless of the amount of
deferred Developer Fee as a permanent source. If the MFDL funding is the only source of
permanent funding for the Development, all Units must be income and rent restricted by the
Direct Loan LURA, and all costs must be MFDL eligible, regardless of the amount of deferred
Developer Fee as a permanent source.

(f) Income Levels Committed at Time of Application. If the Direct Loan funds are used in a
Competitive or non-Competitive HTC-Layered Development that is electing Income Averaging to
qualify under IRC §42, the Direct Loan Units required by the LURA must continue to be provided
at the income levels committed at the time of Application. Direct Loan Unit designations may
not change to meet Income Averaging requirements.

(g) Mandatory Development Features. Development features described under 10 TAC
§11.101(b)(4) (relating to Mandatory Development Amenities) may be selected to meet federal
or state requirements, without a change to the number or description of features (e.g. selection
of Broadband).

§13.11. Post-Award Requirements.

(a) Direct Loan awardees must satisfactorily complete the Post-Award Requirements identified
in this section after the Board approval date.

(b) If a Direct Loan award is declined by the Direct Loan awardee and returned after Board
approval, or if the Direct Loan awardee or Affiliates fail to timely enter into the Contract, close
the loan, begin and complete construction, or leave a portion of the Direct Loan award
unexpended, penalties may apply under 10 TAC §11.9(f) (relating to Competitive HTC Selection
Criteria), and/or the Department may prohibit the Applicant and all Affiliates from applying for
MFDL funds for a period of two years.

(c) Benchmarks. Extensions to the benchmarks in paragraphs (1) - (8) of this subsection may
only be approved by the Executive Director or authorized designee in accordance with §13.12 or
§13.13 of this chapter (relating to Pre-Closing and Post-Closing Amendments), as applicable.
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(1) Award Letter. If provided, Direct Loan awardees must execute and return to the
Department an Award Letter, provided by the Department, within 15 calendar days after
receipt. The Award Letter will be conditional in nature, and provide a basic outline of the
terms and conditions approved by the Board.

(2) Environmental Clearance. In order to obtain environmental clearance required by the
National Environmental Policy Act (NEPA) and other related Federal and state environmental
laws (if applicable), Direct Loan Applicants, including those previously awarded HTC, must
submit a fully completed environmental review, including any applicable reports to the
Department, within 30 calendar days of the Board approval date. If the awardee was
contemporaneously awarded 9% HTC and selected Readiness to Proceed points under 10 TAC
§11.9(c)(8), this period is within 14 calendar days of the Board approval date. If the awardee
receives an allocation of 9% HTC from the waitlist after the July Board meeting, the fully
completed environmental review must be submitted within 30 calendar days of receipt of the
Carryover Allocation Agreement. Applicants—awarded-HOME o NSPfundsmmay-netcommit
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(3) Contract Execution. After a Development receives environmental clearance (if applicable),
the Department will draft a Contract to be emailed to the Direct Loan awardee. Direct Loan
awardees must execute and return a Contract to the Department within 30 calendar days
after receipt of the Contract.

(4) Loan Closing and Construction Commencement. Loan closing must occur and construction
must begin on or before the dates described in the Contract. If construction has not
commenced within 12 months of the Contract Effective Date, the award may be terminated.

(5) Loan Closing. In preparation for closing any Direct Loan, the Development Owner must
submit the items described in subparagraphs (A) - (F) of this paragraph. Providing incomplete
documents, or not responding timely to subsequent Department requests for materials
needed to facilitate closing, may significantly inhibit the Department's ability to meet closing
timelines. Any request to change the financing structure of the Development, or the
ownership structure, will in most cases extend the amount of time it will take for the
Department to meet closing timelines, and may move prioritization of the closing below that
of other Developments.

(A) Documentation of the prior closing or concurrent closing with all sources of funds
necessary for the long-term financial feasibility of the Development.

(B) Due diligence items determined by the Department to be prudent and necessary to
meet the Department's rules and to secure the interests of the Department, as requested
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by Staff.

(C) When Department funds have a first lien position during the construction term, or if the
Development is a public work under state law assurance of completion of the Development
in the form of payment and performance bonds in the full amount of the construction
contract or equivalent guarantee as allowable under state law in the sole determination of
the Department is required. Development Owners utilizing the USDA §515 program for a
Development that is not a public work are exempt from this requirement, but must meet
the alternative requirements set forth by USDA.

(D) Documentation required for preparation of closing loan documents includes, but is not
limited to:

(i) Substantially final information necessary for REA staff to reevaluate the transaction
prior to loan closing, including but not limited to a substantially final development cost
schedule, sources and uses, operating pro forma, annual operating expenses, rent
schedule, updated written financial commitments or term sheets, and any additional
financing exhibits that have changed since the time of Application;

(i) Substantially final Draft Owner/General Contractor agreement and draft
Owner/Architect agreement prior to closing with final executed copies required by the
day of closing;

(iii) Survey of the Property that includes a certification to the Department, Development
Owner, Title Company, and other lenders;

(iv) Plans and specifications for review by the Department's inspection staff. Inspection
staff will issue a plan review letter that is intended to assist in identifying early concerns
associated with the Department's final construction requirements; and

(v) If layered with Housing Tax Credits, a substantially final draft limited partnership
agreement between the General Partner and the tax credit investor entity.

(E) If required by the fund source, prior to Contract Execution unless an earlier period is
described in Chapters 10, 11, or 12 of this title, the Development Owner must provide
verification of:

(i) Environmental clearance from the Department or HUD, as applicable;

(ii) Site and Neighborhood clearance from the Department;

(iii) Documentation necessary to show compliance with the Uniform Relocation Assistance
and Property Act and any other relocation requirements that may apply;

(iv) Title Insurance Commitment or Policy showing the Department as Lender, with copies
of all Schedule B documents; and
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(v) Any other documentation that is necessary or prudent to meet program requirements
or state or federal law in the sole determination of the Department.

(F) The Direct Loan Contract as executed, which will be drafted by the Department's counsel
or its designee for the Department. No changes proposed by the Developer or Developer's
counsel will be accepted unless approved by the Department's Legal Division or its
designee.

(6) Loan Documents. The Development Owner is required to execute all loan closing
documents required by and in the form and substance acceptable to the Department's Legal
Division.

(A) Loan closing documents include but are not limited to a promissory note, deed of trust,
construction loan agreement (if the proceeds of the loan are to be used for construction),
LURA, Architect and/or licensed engineer certification of understanding to complete
environmental mitigation if such mitigation is identified in HUD's environmental clearance
or the Underwriting Report and assignment and security instruments whereby the
Developer, the Development Owner, and/or any Affiliates (if applicable) grants the
Department their respective right, title, and interest in and to other collateral, including
without limitation the Owner/Architect agreement and the Owner/General Contractor
agreement, to secure the payment and performance of the Development Owner's
obligations under the loan documents. Additional loan terms and conditions may be
imposed by the loan closing documents.

(B) Loan terms and conditions may vary based on the type of Development, Real Estate
Analysis Underwriting Report, and the Set-Aside under which the award was made.

(7) Quarterly Construction Status Reports. The Development Owner is required to submit
guarterly Construction Status Reports to the Asset Management Division as described and by
the deadlines specified in 10 TAC §10.4012(ke) of this title (relating to Construction Status
Report).

(8) Mid-Construction Development Inspection Letter. In addition to any other obligations
required as the result of any other Department funding sources, the Development Owner
must submit a Mid-Construction Development Inspection Request once the Development has
met at least 25% construction completion as indicated on the G703 Continuation Sheet or
HUD equivalent form. Department inspection staff will issue a Mid-Construction Development
Inspection Letter that confirms work is being done in accordance with the applicable codes,
the construction contract, and construction documents. Regardless of how Direct Loan funds
are allocated among acquisition, Hard, and Soft costs, up to 50% of the Direct Loan award
may be released prior to issuance of the Mid-Construction Development Inspection Letter,
with the remaining 50% available for disbursement in accordance with the percentage of
Construction Completion.

(9) Construction Completion. Construction must be completed, as reflected by the
Development's certificate(s) of occupancy (if new construction and/or reconstruction) and
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Certificate of Substantial Completion (AIA Form G704) or Form HUD-92485 for instances in
which a federally insured HUD loan is being utilized, within the construction term of any
superior construction loan(s) or 24 months of the actual loan closing date if no superior
construction loan(s) exists.

(10) Closed Final Development Inspection Letter. The Closed Final Development Inspection
Letter must be issued by the Department within 36 months of loan closing. This letter will
verify committed amenities have been provided and confirm compliance with all applicable
accessibility requirements; this letter may include deficiencies that require resolution. The
Closed Final Development Inspection may be conducted concurrently with a Uniform Physical
Condition Standards (UPCS) inspection. However, any letters associated with a UPCS
inspection will not satisfy the Closed Final Development Inspection Letter required by this
subsection.

(11) Initial Occupancy. Initial occupancy of all MFDL assisted Units by eligible households shall
occur within six months of the final Direct Loan draw. Requests to extend the initial
occupancy period must be accompanied by documentation of marketing efforts and a
marketing plan. The marketing plan may be submitted to HUD for final approval, if required
by the MFDL fund source.

(12) Per Unit Repayment. Repayment may be required on a per Unit basis for Units that have
not been rented to eligible households within 18 months of the final Direct Loan draw.

(13) Termination and Repayment for Failure to Complete. Termination of the Direct Loan
award and repayment of all disbursed funds will be required for any Development that is not
completed within four years of the effective date of a Direct Loan Contract.

(14) Disbursement of Funds. The Borrower must comply with the requirements in
subparagraphs (A) - (K) of this paragraph in order to receive a disbursement of funds to
reimburse eligible costs incurred. Submission of documentation related to the Borrower's
compliance with these requirements is required with a request for disbursement:

(A) All requests for disbursement must be submitted through the Department's Housing
Contract System, using the MFDL draw workbook or such other format as the Department
may require;

(B) Documentation of the total construction costs incurred and costs incurred since the last
disbursement of funds must be submitted. Such documentation must be signed by the
General Contractor and certified by the Development architect and is generally in the form
of an AIA Form G702/ G703 or HUD equivalent form;

(C) Disbursement requests must include a down-date endorsement to the Direct Loan
(mortgagee) title policy or Nothing Further Certificate that includes a title search through
the date of the Architect's signature on AIA form G702 or HUD equivalent form. For release
of retainage, the down-date endorsement to the Direct Loan title policy or Nothing Further
Certificate must be dated at least 30 calendar days after the date of the completion as
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certified on the Certificate of Substantial Completion (AIA Form G704) with SO as the work
remaining to be completed. If AIA Form G704 or HUD equivalent form indicates an amount
of work remaining to be completed, the Architect must provide confirmation that all work
has been completed. Disbursement requests for acquisition and closing costs are exempt
from this requirement;

(D) Table Funding (the wiring of Direct Loan funds to the title company at loan closing) may
be permitted at the time of closing, for disbursement of funds related to eligible acquisition
costs and eligible softs costs incurred, and in an amount not to exceed 50% of the total
funds. Table Funding must be requested in writing at least 30 calendar days prior to the
anticipated closing date, and will not be considered unless the Direct Loan Contract has
been executed and all necessary documentation has been submitted to and accepted by the
Department at least 10 calendar days prior to the anticipated closing date;

(E) At least 50% of Direct Loan funds (except as otherwise allowed for Permanent Refinance
Loans described in 10 TAC §13.8(e)) will be withheld from the initial disbursement of loan
funds to allow for periodic disbursements;

(F) The initial draw request for the Development (excluding Table Funding) must be entered
into the Department's Housing Contract System no later than180 days after loan closing,
and may not be submitted prior to submission of all architectural drawings;

(G) Up to 75% of Direct Loan funds may be drawn before providing evidence of Match.
Thereafter, the Borrower must provide evidence of Match being credited to the
Development prior to release of the final 25% of funds;

(H) Developer Fee disbursement shall be limited by subparagraph () of this paragraph and is
further conditioned upon clauses (i) - (iii), as applicable:

(i) For Developments in which the loan is secured by a first lien deed of trust against the
Property, 75% shall be disbursed in accordance with percent of construction completed.
75% of the total allowable fee will be multiplied by the percent completion, as
documented by the construction contract and as may be verified by an inspection by the
Department. The remaining 25% shall be disbursed at the time of release of retainage; or

(ii) For Developments in which the loan is not secured by a first lien deed of trust or the
Development is also utilizing Housing Tax Credits, Developer Fees will not be reimbursed
by the Department, except as follows. If all other lenders and syndicator in a Housing Tax
Credit Development (if applicable) provide written confirmation that they do not have an
existing or planned agreement to govern the disbursement of Developer Fees and expect
that Department funds shall be used to fund Developer Fees, they shall be reimbursed in
the same manner as described in subparagraph (A) of this paragraph; and

(iii) The Department may reasonably withhold any disbursement in accordance with the
Loan Documents and if it is determined that the Development is not progressing as
reasonably necessary to meet the benchmarks for the timely completion of construction
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of the Development as set forth in the loan documents, or that cost overruns have put the
Development Owner's ability to repay its Direct Loan or complete the construction at risk
in accordance with the terms of the loan documents and within budget. If disbursement
has been withheld under this subsection, the Development Owner must provide evidence
to the satisfaction of the Department that the Development will be timely completed and
occupied in order to continue receiving funds. If disbursement is withheld for any reason,
disbursement of any remaining Developer Fee will be made only after construction of the
Development has been completed, and all requirements for expenditure and occupancy
have been met;

(I) Expenditures must be allowable and reasonable in accordance with federal and state
rules and regulations. The Department shall review each expenditure requested for
reasonableness. The Department may request the Development Owner 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 Department
funds to Development Owner as may be necessary or advisable for compliance with all
program requirements;

(J) Following 50% construction completion, any funds will be released in accordance with
the percentage of construction completion as documented on AIA Form G702/703 or HUD
equivalent form. 10% of requested Hard Costs will be retained and will not be released until
the final draw request. If the Development is receiving funds from more than one MFDL
source, the retainage requirement will apply to each fund source individually. All of the
items described in clauses (i) - (viii) of this subparagraph are required in order to approve
the final draw request:

(i) Fully executed Certificate of Substantial Completion (AIA Form G704) or Form HUD-
92485 (for instances in which a federally insured HUD loan is being utilized) with SO as the
cost estimate of work that is incomplete. If AIA Form G704 or Form HUD-92485 indicates
an amount of work remaining to be completed, the Architect must provide confirmation
that all work has been completed;

(ii) A down date endorsement to the Direct Loan title policy or Nothing Further Certificate
dated at least 30 calendar days after the date of completion as certified on the Certificate
of Substantial Completion (AIA Form G704) or Form HUD-92485;

(iii) For Developments not layered with Housing Tax Credits, a Closed Final Development
Inspection Letter from the Department;

(iv) For NHTF Developments layered with HTCs, a separate, additional cost certification
form completed by an independent, licensed, certified public accountant of all
Development costs (including project costs), subject to the conditions and limitations set
forth in the executed Direct Loan Contract, commonly known as a cost certification;

(v) For Developments subject to the Davis-Bacon Act, evidence from the Department's
Senior Labor Standards Specialist that the Department’s Notice to Proceed that serves to
lock in the Department of Labor’s worker prevailing wage mandates at the development
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and authorizes start of construction was sent and final wage compliance report was
received and approved or confirmation that HUD or other entity maintains Davis-Bacon
oversight;

(vi) Certificate(s) of Occupancy (for New Construction or Reconstruction Units);

(vii) Development completion reports, which includes, 