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Texas Department of Housing and Community Affairs

PROGRAMMATIC IMPACT IN FISCAL YEAR 2017

The Texas Department of Housing and Community Affairs (“TDHCA”) is the State of Texas’ lead agency
responsible for affordable housing and administers a statewide array of programs to help Texans become more
independent and self-sufficient. Short descriptions and key impact measures for these programs — including the total
number of households/individuals to be served and total funding either administered or pledged for Fiscal Year
2017 (September 1, 2016, through August 31, 2017) — are set out below:

Multifamily New Construction & Rehabilitation:
Provides mechanisms to attract investment capital and to
make available significant financing for the construction and
rehabilitation of affordable rental housing through the
Housing Tax Credit, Multifamily Bond, and Multifamily
Direct Loan programs.

Total Households Served: 8,583
Total Funding: $886,263,818%*

Single Family Homebuyer Assistance, New Construction,
Rehabilitation, Bootstrap, and Contract for Deed:
Assists with the purchase, construction, repait, or rehabilitation of
affordable single family housing by providing grants and loans
through the HOME Single Family Development, HOME
Homeowner Rehabilitation — Assistance, HOME  Homebuyer
Assistance, Amy Young Barrier Removal, and Texas Bootstrap
programs. Stabilizes homeownership in colonias through the HOME

Contract for Deed program.

Total Households Served: 326
Total Funding: $17,323,164

Single Family Homeownership Program:
Provides down payment and closing cost assistance, mortgage
loans, and mortgage credit certificates to eligible households
through the My First Texas Home and Mortgage Credit
Certificates programs.

Total Households Served: 5,870
Total Funding: $870,405,445

Rental Assistance:
Provides rental, security, and utility deposit assistance through
HOME Tenant Based Rental Assistance, and rental assistance
payments through HUD Section 8 Housing Choice Vouchers
and Section 811 Project Based Rental Assistance.

Total Households Served: 1,678
Total Funding: $13,668,121

Weatherization Assistance Program:
Provides funding to help low-income households control
energy costs through the installation of energy efficient
materials and through energy conservation education.

Total Households Served: 3,349
Total Funding: $24,379,360

Homelessness
Funds local programs and services for individuals and families
at risk of homelessness or experiencing homelessness.
Primary programs are the Homeless Housing and Services
program and the Emergency Solutions Grants program.

Total Individuals Served: 36,555
Total Funding: $15,009,483

Comprehensive Energy Assistance Program:
Provides energy utility bill assistance to households with an
income at or below 150% federal poverty guidelines.

Total Households Served: 134,465
Total Funding: $94,482,215

Community Services Block Grant:
Provides administrative support for essential services for low-
income individuals through Community Action Agencies.

Total Individuals Served: 492,727
Total Funding: $31,237,527

Sources: this data comes from the TDHCA 2018 State Low Income Housing Plan and Annual Report draft. Multifamily New Construction & Rehab data come from the most

recent award logs from FY2017 for 4%, 9%, and Direct Loan Applications. Because Multifamily logs are updated on a monthly basis to reflect the changing status of

Applications, this impact statement will also be updated on a monthly basis.

Note: Some households may be served by more than one TDHCA program.

*FY2017 data for the Multifamily program is artificially low, largely due to
federal tax reform’s timing effects on 4% housing tax credit developments. A
significant amount of 4% activity was delayed into the 4 months after FY2017
(Sept., Oct., and Nov., and Dec.).
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
GOVERNING BOARD MEETING

AGENDA
8:00 AM
May 24, 2018

John H. Reagan Building
JHR 140, 105 W 15" Street
Austin, Texas 78701

CALL TO ORDER
RoLL CALL J.B. Goodwin, 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 Iiberty and justice for all.

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

Resolution recognizing June as Homeownership Month

CONSENT AGENDA
Items on the Consent Agenda may be removed at the request of any Board member and considered at
another appropriate time on this agenda. Placement on the Consent Agenda does not limit the possibility of
any presentation, discussion or approval at this meeting. Under no circumstances does the Consent Agenda
alter any requirements under Tex. Gov’t Code Chapter 551. 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:

ASSET MANAGEMENT
a) Presentation, discussion, and possible action regarding an increase to the Housing Tax Raquel Nl[)?rf:‘cltisr
Credits Asset Management
14601 Laredo Hill Apartments Big Spring
b) Presentation, discussion, and possible action regarding a change in the ownership
structure of the Development Owner prior to issuance of IRS Form(s) 8609
17091 Plateau Ridge Apartments Cleburne
c) Presentation, discussion, and possible action regarding a material amendment to the
Housing Tax Credit (“HTC”) Application and a change in the ownership structure of
the Development Owner, Developer, and Guarantors prior to issuance of IRS Form(s)
8609
17730  Blue Flame Apartments El Paso
d) Presentation, discussion, and possible action regarding a material amendment to the
Housing Tax Credit (“HTC”) Commitment
16008  Rachael Commons McGregor
17004 Old Dowlen Cottages Beaumont
HOUSING RESOURCE CENTER
¢) Presentation, discussion, and possible action on the Draft 2019 Regional Allocation Elizabethgﬁiﬁi
Formula MCthOdOlOgy Housing Resource Center
BOND FINANCE
f) Presentation, discussion, and possible action on Resolution No. 18-020 authorizing the Monica Galuski

. . . . . . Chief Investment Officer
filing of one or more applications for reservation with the Texas Bond Review Board

with respect to qualified mortgage bonds; authorizing state debt application; approving



an underwriting team; and containing other provisions relating to the subject

MULTIFAMILY FINANCE
@) Presentation, discussion, and possible action on a Determination Notice for Housing Marni HOIIDIF’W”‘Y
. . 1recte
Tax Credits with another Issuer Multifamily Finance
18401 Pathways at Chalmers Courts South Austin

h) Presentation, discussion, and possible action regarding a modification to the Subordinate
Promissory Note for Houston DMA Housing, LLC
1) Presentation, discussion and possible action regarding determinations of eligibility under

10 TAC §10.201(1)(m) related to Ineligible Applicants and Applications

18033 The Miramonte

18047 Miramonte Single Living
18052 Nacogdoches Lofts
18053 Alazan Lofts

18054 Piedmont Lofts

18086  Village at Overlook
18096  Patriot Park Family
18106 Hallsville Estates

18109 The Trails at San Angelo
18186  Avanti at Greenwood
18188 Avanti at Sienna Palms
18204 Cielo at Mountain Creek

18219  Cypress Creck Apartment Homes at Park South View

18250 Sweetbriar Hills

18298  Heritage at Wylie

18306 Campanile on Commerce
18320  Seaside Lodge Chesapeake
18327 Scott Street Lofts

18331 Gtreens at Mission Bend
18333  Fulton Lofts

18357  Capella

18358 Ovation Sr Living

Fifth Street CDP
Fifth Street CDP
San Antonio
San Antonio
San Antonio
San Antonio
Plano
Hallsville

San Angelo
Corpus Christi
Weslaco
Dallas
Houston
Jasper

Wylie
Houston
Seabrook
Houston
Houston
Houston
Brownsville
Brownsville

j) Presentation, discussion, and possible action on staff determinations regarding
Application disclosures under 10 TAC §10.101(a)(3) related to Applicant Disclosure of

Undesirable Neighborhood Characteristics
18015 Cambrian East Riverside

18018 Columbia Renaissance Square 11
18081 Pathways at Chalmers Court
18084 Artisan at Ruiz

18243 2222 Cleburne

18267 Avenue Sycamore

18269 2400 Bryan

18289  Village at Roosevelt

18306 Campanile on Commerce

18323 Talavera Lofts

18327  Scott Street Lofts

18337 Fulton on the Rail

18338 The Greenery

Austin

Fort Worth
Austin

San Antonio
Houston
Fort Worth
Dallas

San Antonio
Houston
Austin
Houston
Houston
Houston

k) Report on required Housing Tax Credit notifications made under 10 TAC §11.8(b)(2)(B)
with a department-provided template, and possible action to accept notifications made
using a superseded version of the template as satisfying the current rule



RULES

1) Presentation, discussion, and possible action on an order proposing the repeal of §2.203
Termination and Reduction of Funding for CSBG Eligible Entities; an order proposing
new §2.203 Termination and Reduction of Funding for CSBG Eligible Entities; an order
proposing the repeal of §2.204, Contents of a Quality Improvement Plan; an order
proposing new §2.204, Contents of a Quality Improvement Plan; an order proposing the
repeal of 10 TAC Chapter 6 Community Affairs Programs: §6.1 Purpose and Goals, §6.2
Definitions, §6.3 Subrecipient Contract, §6.7 Subrecipient Reporting Requirements, §6.8
Applicant/Customer Denials and Appeal Rights; §6.205 Limitations on Use of Funds,
§6.206 CSBG Needs Assessment, Community Action Plan, and Strategic Plan, §6.207
Subrecipient Requirements, §6.213 Board Responsibility, §6.214 Board Meeting
Requirements; §6.301 Background and Definitions, §6.304 Deobligation and
Reobligation of CEAP Funds, §6.307 Subrecipient Requirements for Customer
Eligibility Criteria and Establishing Priority for Eligible Households, §6.309 Types of
Assistance and Benefit Levels, {6.312 Payments to Subcontractors and Vendors; §6.403
Definitions, §6.405 Deobligation and Reobligation of Awarded Funds, §6.406
Subrecipient Requirements for Establishing Priority for Eligible Households and
Customer Eligibility Criteria, §6.407 Program Requirements, §6.412 Mold-Like
Substances, §6.414 Eligibility for Multifamily Dwelling Units and §6.415 Health and
Safety and Unit Deferral; and an order proposing new 10 TAC Chapter 6 Community
Affairs Programs: §6.1 Purpose and Goals, §6.2 Definitions, §6.3 Subrecipient Contract,
§6.7 Subrecipient Reporting Requitements, §6.8 Applicant/Customer Denials and
Appeal Rights; §6.205 Limitations on Use of Funds, §6.206 CSBG Assessment,
Community Action Plan, and Strategic Plan, §6.207 Subrecipient Requirements, §6.213
Board Responsibility, §6.214 Board Meeting Requirements; §6.301 Background and
Definitions, §6.304 Deobligation and Reobligation of CEAP Funds, §6.307 Subrecipient
Requirements for Customer Eligibility Criteria and Establishing Priority for Eligible
Households, §6.309 Types of Assistance and Benefit Levels, §6.312 Payments to
Subcontractors and Vendors; §6.403 Definitions, §6.405 Deobligation and Reobligation
of Awarded Funds, §6.406 Subrecipient Requirements for Establishing Priority for
Eligible Households and Customer Eligibility Criteria, §6.407 Program Requirements,
§6.412 Mold-Like Substances, §6.414 Eligibility for Multifamily Dwelling Units and
§6.415 Health and Safety and Unit Deferral; and directing that they be published for
public comment in the Texas Register

m) Presentation, discussion, and possible action on an order proposing the readoption,
without changes, of 10 TAC §1.11, Definition of Service-Enriched Housing, and
directing its publication for public comment in the Texas Register

n) Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC §1.15, Integrated Housing Rule, and an order proposing new 10 TAC §1.15,
Integrated Housing Rule, and directing their publication for public comment in the
Texas Register

0) Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC §1.1, Reasonable Accommodation Requests, and an order proposing new 10 TAC
§1.1, Reasonable Accommodation Requests to the Department, and directing their
publication for public comment in the Texas Register

p) Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC §1.2, Department Complaint System, and an order proposing new 10 TAC §1.2,
Department Complaint System, and directing their publication for public comment in
the Texas Register

q) Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC §1.4, Protest Procedures for Contractors, and an order proposing new 10 TAC
§1.4, Protest Procedures for Contractors, and directing their publication for public
comment in the Texas Register

Michael DeYoung
Director
Community Affairs

Elizabeth Yevich
Director
Housing Resource Center

Brooke Boston
Deputy Executive Director



r) Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC §1.6, Historically Underutilized Businesses, and an order proposing new 10 TAC
§1.6, Historically Underutilized Businesses, and directing their publication for public
comment in the Texas Register

s) Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC §1.9, Texas Public Information Act Training for Department Employees, and
directing its publication for public comment in the Texas Register

t) Presentation, discussion, and possible action on proposed amendments to 10 TAC §8.3,
Participation as a Proposed Development, relating to the Section 811 Project Rental
Assistance Program, and directing their publication for public comment in the Texas Register

CONSENT AGENDA REPORT ITEMS
ITEM 2: THE BOARD ACCEPTS THE FOLLOWING REPORTS:
a) TDHCA Outreach Activities, (April-May)

b) Report regarding The Report on Customer Service as required by Tex. Gov’t Code
Chapter 2114.002(c)

c) 2019 QAP Planning Project Report

d) Resident Survey Report
ACTION ITEMS
ITEM 3: REPORTS
a) Report on Department’s Outreach and Citizen/Community Participation Plan for the
Analysis of Impediments to Fair Housing Choice

b) Report of and possible action regarding Multifamily Workout Plan for Angelica Homes
Corporation, HOME #539109
¢) Report on the Internal Audit review of the Emergency Solutions Grants program

ITEM 4: REPORT AND RECOMMENDATIONS OF THE AUDIT AND FINANCE COMMITTEE
a) Review and possible approval of the agency strategic plan for fiscal years 2019-23

b) Review and possible approval of policy items for inclusion in the legislative

appropriations request for fiscal years 2020-21
ITEM 5: EXECUTIVE
Presentation, discussion, and possible action authorizing the Department to submit an
application for Mainstream Housing Vouchers in response to a Notice of Funding
Availability released by the U.S. Department of Housing and Urban Development, and if
successfully awarded to operate such program
ITEM 6: MULTIFAMILY FINANCE

a) Presentation, discussion, and possible action regarding the Issuance of Multifamily
Housing Revenue Bonds (Crosby Plaza) Series 2018 Resolution No. 18-021 and a
Determination Notice of Housing Tax Credits

b) Presentation, discussion, and possible action on timely filed scoring appeals under 10
TAC §10.901(13) of the Department’s Multifamily Program Rules relating to Fee
Schedule, Appeals and other Provisions
18335 Travis Flats Austin

c) Presentation, discussion, and possible action on a request for the extension of the
placement in service deadline under 10 TAC §11.6(5) of the 2016 Qualified Allocation
Plan (“QAP”) related to Credit Returns Resulting from Force Majeure Events and a
waiver of 10 TAC §10.204(7)(A)@)(I1I) related to Financing Requirements for No.
16114, The Veranda Townhomes

APPENDIX
Multifamily Application Logs

Michael Lyttle
Chief of External Affairs

Marni Holloway
Director, MF Finance

Suzanne Hemphill
Fair Housing Project Mgr
Fair Housing, Data Mgmt,
and Reporting

Raquel Morales
Director, Asset Mgmt

Mark Scott
Director, Internal Audit

Sharon Thomason
Chair, Audit and Finance
Committee

Brooke Boston
Deputy Executive Director

Marni Holloway

Director, MF Finance



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

EXECUTIVE SESSION

The Board may go into Executive Session (close its meeting to the public):

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

2. Pursuant to Tex. Gov’t Code §551.071(1) to seck the advice of its attorney about ending
or contemplated litigation or a settlement offer;

3. 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 seecking legal advice in
connection with a posted agenda item;

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

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

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 11% Street, Austin, Texas 78701,
and request the information.
If you would like to follow actions taken by the Governing Board during this meeting, please follow TDHCA account
(@tdhca) on Twitter.
Individuals who require auxiliary aids, services or sign language interpreters for this meeting should contact Terri
Roeber, ADA Responsible Employee, at 512-475-3959 or Relay Texas at 1-800-735-2989, at least three (3) days before
the meeting so that appropriate arrangements can be made.
Non-English speaking individuals who require interpreters for this meeting should contact Elena Peinado, 512-475-
3814, at least three (3) days before the meeting so that appropriate arrangements can be made.
Personas que hablan espafiol y requieren un intérprete, favor de llamar a Elena Peinado, al siguiente nimero 512-475-
3814 por lo menos tres dias antes de la junta para hacer los preparativos apropiados.
NOTICE AS TO HANDGUN PROHIBITION DURING THE OPEN MEETING OF A
GOVERNMENTAL ENTITY IN THIS ROOM ON THIS DATE:
Pursuant to Section 30.06, Penal Code (trespass by license holder with a concealed handgun), a person licensed under
Subchapter H, Chapter 411, Government Code (handgun licensing law), may not enter this property with a concealed
handgun.
De acuerdo con la seccién 30.06 del codigo penal (ingreso sin autorizacion de un titular de una licencia con una pistola
oculta), una persona con licencia segin el subcapitulo h, capitulo 411, cédigo del gobierno (ley sobre licencias para
portar pistolas), no puede ingtresar a esta propiedad con una pistola oculta.
Pursuant to Section 30.07, Penal Code (trespass by license holder with an openly carried handgun), a person licensed
under Subchapter H, Chapter 411, Government Code (handgun licensing law), may not enter this property with a
handgun that is carried openly.
De acuerdo con la seccién 30.07 del codigo penal (ingreso sin autorizacion de un titular de una licencia con una pistola
a la vista), una persona con licencia segin el subcapitulo h, capitulo 411, cédigo del gobierno (ley sobre licencias para
portar pistolas), no puede ingresar a esta propiedad con una pistola a la vista.
NONE OF THESE RESTRICTIONS EXTEND BEYOND THIS ROOM ON THIS DATE AND
DURING THE MEETING OF THE GOVERNING BOARD OF THE TEXAS DEPARTMENT OF
HOUSING AND COMMUNITY AFFAIRS
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Texas Department of Housing and Community Affairs

RESOLUTION

WHEREAS, June 2018 is Homeownership Month in Texas;

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

WHEREAS, it is the policy of the Department to support equal housing opportunities in the
administration of its homebuyer and homeownership programs and services;

WHEREAS, this year, the Department is celebrating 37 years of offering affordable first time
homebuyer assistance to eligible buyers throughout the State of Texas;

WHEREAS, since 1981, the Department has served as the State’s housing finance agency,
providing a choice of mortgage products and services to accommodate market opportunities and
buyer needs as appropriate;

WHEREAS, the Department offers a free online homebuyer education tool, Texas Homebuyer U,
and administers funds to support the Texas Statewide Homebuyer Education Program to inform
and prepare buyers for successful homeownership;

WHEREAS, the Department applauds all those who work to achieve and maintain affordable,
responsible homeownership and recognizes those who provide services and resources to all
homebuyers regardless of race, color, national origin, religion, sex, disability, or familial status; and

WHEREAS, the Department encourages Texans to explore the numerous resources available
during Homeownership Month and throughout the year;

NOW, therefore, it is hereby

RESOLVED, that in the pursuit of the goal of affordable homeownership opportunities for all,
the Governing Board of the Texas Department of Housing and Community Affairs, does hereby
celebrate June 2018 as Homeownership Month in Texas and encourages all Texas individuals and

organizations, public and private, to join and work together in this observance of Homeownership
Month.

Signed this Twenty-Fourth Day of May 2018.

J. B. Goodwin, Chair Leslie Bingham Escarefio, Vice Chair
Asusena Reséndiz, Member Sharon Thomason, Member
Paul A. Braden, Member Leo Vasquez, Member

Timothy K. Irvine, Executive Director
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
MAY 24, 2018

Presentation, discussion, and possible action regarding an increase to the Housing Tax Credit amount for
Laredo Hill Apartments (formerly known as Northcrest Apartments) HTC #14601

RECOMMENDED ACTION

WHEREAS, Laredo Hill Apartments (the “Development”) received a 4% Housing Tax
Credit (“HTC”) award in 2014 to acquire and rehabilitate 68 units in Big Spring, Howard
County;

WHEREAS, DHI NC Housing, L.P., (the “Development Owner”), requests to increase the
amount of credit from $174,613 to $208,400, a 19.35% increase in the amount of credit
reflected in the Determination Notice;

WHEREAS, {42(m)(2)(D) of the Internal Revenue Code allows an increase of tax credits
for a bond financed project when the increase is determined necessary as demonstrated
through the submission of the cost certification package;

WHEREAS, 10 TAC §10.402(c) requires approval by the Board if an increase to the
amount of tax credits exceeds 110% of the amount of credit reflected in the Determination
Notice; and

WHEREAS, a review of the cost certification package submitted by the Development
Owner supports the need for the additional credits requested and staff has determined that
the increase is necessary for the viability of the transaction;

NOW, therefore, it is hereby

RESOLVED, that the credit increase for Laredo Hill Apartments requested by the
Development Owner is approved as presented to this meeting and the Executive Director
and his designees are each authorized, directed, and empowered to take all necessary action
to effectuate the foregoing.

Page 1 of 2




BACKGROUND

Laredo Hill Apartments, formerly known as Northcrest Apartments, (the “Development”), received a 4%
Housing Tax Credit (“HTC”) award in 2014 to acquire and rehabilitate 68 units in Big Spring, Howard
County. On June 9, 2014, a Determination Notice was issued with an approved credit amount of $174,613.
The Development placed in service in October 2015, and the final cost certification was received by the
Department on June 16, 2016.

In conjunction with the cost certification, the representative for the Development Owner, Lenester
Erickson, requested to increase the tax credit award to $208,400, an increase of $33,787 from the amount
reflected in the Determination Notice. A letter from Ms. Erickson dated April 24, 2018, explains that the
Development incurred unforeseen and unanticipated costs during the rehabilitation of the project. Ms.
Erickson explains that the entire property is master metered for gas. During rehab of the property it was
identified that the gas line to the property failed due to age and soil composition. The corroded gas line was
un-repairable and required complete replacement. As a result, the entire property had to be trenched in
order to reconnect the new line to the units. Staff’s review of the information submitted by the
Development Owner within the cost certification indicates that the overall cost of the project increased by
$928,709, and that $677,539 of the increase was due to the additional construction costs incurred for
replacement of the gas line.

Staff’s analysis of this transaction at cost certification has concluded that the Development supports an
allocation of the requested amount. As a result, the increased credit recommendation results in a 19.35%
increase from the original credit amount in the Determination Notice. In accordance with 10 TAC
§10.402(c), Board approval is requested because the amount of the increase exceeds 110% of the amount of
credit reflected in the Determination Notice. The Development Owner has submitted the Tax-Exempt
Bond Credit Increase Request Fee required in 10 TAC §10.901(10).

Staff recommends approval of the increase in the tax credit award as presented herein.
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DHI NC Housing, L.P.

c¢/o Dawson Holdings, Inc.

300 Turney Street, 2" Floor, Sausalito, CA 94965
Telephone: (415) 332-8393 Fax: (415) 332-8391

April 24, 2018

Lee Ann Chance

Asset Manager

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

Austin, TX 78701

RE: Request for Additional Tax Credits
Laredo Hill Apartments (formerly known as Northcrest Apartments)

Dear Lee Ann:

DHI NC Housing, L.P. is submitting this letter to request additional tax credits for the development
Laredo Hill Apartments, formerly known as Northcrest Apartments, located at 1002 N. Main Street, Big
Springs, Texas. We are requesting $208,400 in annual tax credits as supported by the cost certification
prepared by accounting firm, Bowman & Company, LLP.

During the rehab of the property, it was discovered that the gas line that serves the property had failed due
to age and soil composition. As the property is master metered for gas, the ownership owned all the pipe
after the master meter. The deteriorated black gas pipe was unrepairable, as it had corroded throughout
the property. As such, the entire pipe had to be replaced as well as be reconnected to the 68 units the pipes
serves. The entire property had to be trenched; the line was replaced with IPS poly pipe that should have a
service life exceeding 50 years. In addition to these costs, there were also relocation expenses as we put
those tenants who wanted to be put in a hotel up for the duration of the repair. Several change orders were
issued in connection with this event which resulted in an increase in the total rehab cost.

Additionally, there were capital expenses incurred at the property level which were included in the total
project cost. Due to these unexpected events, the total qualified basis increased as well as tax credits
requested by the owner.

Enclosed is a check for $1,351.48, representing the additional tax credit fee. If you have any questions,
please contact me at lerickson@d-h-i.net or (415) 332-8393 extension 24.

Sincerely,

DHI NC Housing, L.P.
By: DHI NC Southwest Preservation, LLC,

1€, art
—

Lenester Erickson
Asset Manager

Enc.
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
MAY 24, 2018

Presentation, discussion, and possible action regarding a change in the ownership structure of the
Development Owner prior to issuance of IRS Form(s) 8609 for Plateau Ridge Apartments (HTC #17091)

RECOMMENDED ACTION

WHEREAS, Plateau Ridge Apartments (the “Development”) received an award of 9%
Housing Tax Credits (“HTCs”) in 2017 for the acquisition and rehabilitation of 49
multifamily units in Cleburne, Johnson County;

WHEREAS, a representative for National Church Residences, an affiliate of Plateau Ridge
Senior Housing Limited Partnership (the “Development Owner”), requested approval for a
change to the ownership structure of the Development Owner that involves the exit of one
of its original members but no new principals;

WHEREAS, due to a conflict with the requirements in the HUD 202 Use Agreement,
which prohibits for-profit entities from being part of the general partner, Betco Consulting,
LLC, the 49% member of National Church Residences of Plateau Ridge, LLC (the “General
Partner”), will no longer be part of the ownership structure; and

WHEREAS, the transfer of ownership is being requested prior to the issuance of IRS
Form(s) 8609, and 10 TAC §10.406(e) requires that parties reflected in the Application that
have control must remain in the ownership structure and retain such control, unless
approved otherwise by the Board;

NOW, therefore, it is hereby

RESOLVED, that the ownership transfer for Plateau Ridge Apartments is approved as
presented to this meeting, and the Executive Director and his designees are each authorized,
empowered, and directed to take all necessary action to effectuate the foregoing.

BACKGROUND

Plateau Ridge Apartments is a development in Cleburne, Johnson County, which was originally built in 1988
under the HUD 202 program and was submitted and approved for a 9% HTC award in 2017 for the
rehabilitation of its 49 units. The HTC application for the Development proposed Betco Consulting, LLC, a
Historically Underutilized Business (the “HUB”), as the 49% member of the General Partner; however, in a
letter dated April 25, 2018, a representative of National Church Residences, an affiliate of the Development
Owner requested approval to remove the HUB from the ownership structure of the Development.
According to the Applicant, this is the first time that National Church Residences has attempted to have
another non-affiliated entity join the general partner structure. However, as the Applicant approached
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closing, it came to their attention that the HUD 202 Use Agreement does not allow for-profit entities to
serve as general partner. The standard HUD 202 Use Agreement requires that ownership of the project at
all times be controlled by a nonprofit mortgagor entity or a limited partnership entity of which the general
partner is a nonprofit affordable housing provider or a for-profit corporation wholly owned and controlled
by one or more non-profit affordable housing provider. Therefore, the Applicant has to remove the HUB
from the ownership structure of the Development. National Church Residences Investment Corporation
(“NCRIC”), which was originally proposed as the 51% member and manager of the General Partner, would
now remain as the sole member of the General Partner. According to the HTC application, NCRIC is a
subsidiary of National Church Residences, an Ohio nonprofit corporation and Section 501(c)(3)
organization. NCRIC has its 501(c)(3) status through National Church Residences’ group 501(c)(3)
exemption. Although no new principals are being added to the ownership structure, because this change is
occurring prior to issuance of IRS Form(s) 8609, Board approval is required under 10 TAC §10.406(e).
Steven T. Bodkin of National Church Residences was used to meet the experience requirement at
Application, and this is not changing as a result of this transfer. Additionally, NCRIC was proposed as the
sole developer and guarantor, and this is not affected by the HUB’s departure. The pre- and post-transfer
organization charts for the Development Owner are below.

Ownership Structure Approved at Application

Development Owner
Plateau Ridge Senior Housing Limited Partnership

General Partner Limited Partner (proposed
National Church Residences (99.99%)
of Plateau Ridge, LLC
(0.01%)
Member/Manager T
National Church Residences HUB Member
Investment Corp. (51%) Betco Consulting, LLC

(49%)
|

Executive Officers (all 0%)

- - - Principals
Michelle Norris, President
Tanya Hahn, Vice President Velma Lora Myrick -36%
Doug Vesey, Treasurer Bruce J. Spitzengel—25%

Steve Bodkin, Vice President

. . Eric Hartzell -10%
Matthew Rule, Vice President ’

Susan DiMickele, Secretary Clair Morris “Tres" Davis —
Board of Directors (all 0%) 10%
Michael Flowers Brenna Minor —10%
Steven Kerber

Jim Moats Teresa Shell -09%
Sherri Orr

Mark Thompson
Rob Walter

Lynn Anderson
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Revised Ownership Structure

Development Owner
Plateau Ridge Senior Housing Limited Partnership

General Partner Limited Partner (proposed)
Mational Church Residences (99.99%)
of Plateau Ridge, LLC
(0.01%)

Member/Manager

Mational Church Residences
Investment Corp. (100%)

The HTC application for Development was submitted under the At-Risk set-aside and scored 152 points,
which included one point for having a HUB participate in the ownership structure. Projects scoring 147
points and higher in the At-Risk set-aside were awarded tax credits in 2017. Therefore, by removing this
point, the Development would still have received a 2017 LIHTC award in the At-Risk set-aside with an
updated score of 151 points. The request letter from the Development Owner erroneously states that two
points were awarded to the application for having a HUB in the ownership structure.

Staff recommends approval of the ownership transfer for Plateau Ridge Apartments as presented.
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National Church Residences

EXCELLENCE THAT TRANSFORMS LIVES
April 25,2018

Ms. Rosalio Banuelos and Ms. Raquel Morales
TDHCA — Asset management

Re: Request to remove HUB
Plateau Ridge, 17091

Ms. Banuelos and Ms. Morales,

We received a 2017 9% LIHTC award for Plateau Ridge (#17091), and the general partner included a HUB
as part of the ownership structure. Plateau Ridge was originally built under the HUD 202 program. As
we approach closing, it has just come to our attention that the HUD 202 Form Use Agreement does not
allow for-profit entities to serve as the general partner. Since this is the first time we have tried to have
another non-National Church Residences affiliated entity join in GP structure, this is the first time we
have encountered this issue. Please see, excerpt below from standard HUD 202 New Use Agreement
which tracks the language in the federal legislation:

“Ownership of the project will at all times be controlled by a nonprofit mortgagor entity or a limited
partnership entity of which the general partner is a: (1) nonprofit affordable housing provider; (2) for
profit corporation wholly owned and controlled by one or more non-profit affordable housing provider;
or (3) a limited liability company wholly owned and controlled by one or more nonprofit affordable
housing provider.”

Since the HUD 202 Use Agreement prohibits for-profit entities from being part of the general partner,
we must request an Ownership change to remove Betco Consulting from the project’s ownership.
National Church Residences Investment Corporation would remain the sole member of the General
Partner. The HUB will also no longer be receiving any proceeds via cash flow.

Plateau Ridge scored 152 which included 2 points for Sponsorship Characteristics for having a HUB
participate in our project. Projects scoring a 147 and higher in At-Risk were awarded tax credits in 2017.
By removing these 2 points, Plateau Ridge would still have received a 2017 LIHTC award in At-Risk with
an updated score of 150.

We request TDHCA staff give a recommendation to the TDHCA Board to approve removing the HUB
from Plateau Ridge’s ownership entity prior to 8609. Attached is the organizational chart before and
after the ownership change. Please let me know if you need any further information.

Regards,

- |
i /M.'_-‘,'M //‘——{_,

Tracey Fine
Senior Project Leader
773-860-5747
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Original OrganizationaChar

Organizational Chart of Ownership

Development Owner
Plateau Ridge Senior Housing Limited Partnership

General Partner Limited Partner (proposed)
National Church Residences (99.99%)
of Plateau Ridge, LLC
(0.01%)
Member/Manager

National Church Residences HUB Member
Investment Corp. (51%) Betco Consulting, LLC

(49%)



Administrator
Typewritten Text
Original Organizational Chart 

Administrator
Typewritten Text


UpdatedOrganizationaChartwithout HUB

Organizational Chart of Ownership

Plateau Ridge

Development Owner

Senior Housing Limited Partnership

General Partner

Limited Partner (proposed)

National Church Residences (99.99%)

of Plateau Ridge, LLC
(0.01%)

Member/Manager

National Church Residences
Investment Corp. (100%)



Administrator
Typewritten Text
Updated Organizational Chart without HUB 
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
MAY 24, 2018

Presentation, discussion, and possible action regarding a material amendment to the Housing Tax
Credit (“HTC”) Application and a change in the ownership structure of the Development Owner,

Developer, and Guarantors prior to issuance of IRS Form(s) 8609 for Blue Flame Apartments
(HTC #17330)

RECOMMENDED ACTION

WHEREAS, Blue Flame Apartments (the “Development”) received an award of
9% Housing Tax Credits in 2017 under the non-profit and at risk set asides for the
adaptive re-use of 150 units of multifamily housing in El Paso, El Paso County;

WHEREAS, the Development Owner is now requesting a modification of the
number of units or bedroom mix of units, a reduction of 3 percent or more in the
square footage of the units or common area, a significant modification of the
architectural design of the Development, a modification of the residential density of
at least 5 percent, and changes in development sources and uses associated with the
reduction in units due to what the Owner has represented as changes required by
The Texas Historical Commission to preserve certain historical aspects of the
building and to meet the City of El Paso’s needs for commercial office space;

WHEREAS, the Development Owner is also requesting approval for changes to
the organizational structures of the Development Owner, Developer, and Guarantor
that involve a departure of controlling entities (a 40% co-GP, 40% co-developer, and
guarantor) from the time of Application and 10 TAC §10.406(e) requires that the
party(ies) reflected in the Application as having control must remain in the
ownership structure and retain such control, unless approved otherwise by the
Board, and that a development sponsor, General Partner, or Development Owner
may not sell the Development in whole or voluntarily end their control prior to the
issuance of 8609s;

WHEREAS, Board approval is required for a modification of the number of units
ot bedroom mix of units, a reduction of 3 percent or more in the square footage of
the units or common area, a significant modification of the architectural design of
the Development, and a modification of the residential density of at least 5 percent
as directed in Tex. Gov’t Code §2306.6712 and 10 TAC §10.405(a)(4)(B), (D), (E),
and (F), and the Owner has complied with the amendment requirements therein;
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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; and

WHEREAS, the Development Owner acknowledges that the Development will still
meet the construction requirements in 10 TAC Chapter 1, Subchapter B;

NOW, therefore, it is hereby

RESOLVED, that the requested application amendments and changes to the
Development Owner, Developer and Guarantor for Blue Flame Apartments are
approved as presented at this meeting, and the Executive Director and his designees
are cach authorized, directed, and empowered to take all necessary action to
effectuate the Board’s determination.

BACKGROUND

Blue Flame Apartments was approved during the 2017 competitive 9% Housing Tax Credit cycle to
convert a historic building into 150 adaptive re-use, multifamily, HUD Rental Assistance
Demonstration (“RAD”) program units in El Paso. The Development is part of an overall plan for
a one to one replacement and relocation of existing public housing units from another property (the
Pooley development) owned by the Housing Authority of the City of El Paso (“HACEP”). On
November 30, 2017, Sarah Anderson, consulting for the partnership, EP Blue Flame, LP (ultimately
owned by Paisano Housing Redevelopment Corporation, an affiliate of the Housing Authority of
the City of El Paso, Gerry Cichon, Chief Executive Officer), submitted an amendment request
identifying changes in the number of units, changes in architectural design, changes in common
amenities, changes in parking, changes to the Owner, Developer, and Guarantor structures, and
changes to the financial exhibits requiring re-evaluation by the Real Estate Analysis Division. Staff
also identified changes in the residential density as a result of the reduction in units and reductions
of three percent or more in the square footage of units or common areas. The changes requested
are described in detail below.

Changes in Architectural Design, Number of Units & Bedroom Mix, Reductions of Three
Percent or More in the Square footages of Units, and Changes in Residential Density

The amendment request submitted by the Applicant proposes to eliminate the originally planned 30
market rate, 2 bedroom units, reducing the total number of units from 150 to 120 and the net
rentable square footage from 113,210 to 84,368, a reduction of 25.47%. The proposal will change
the unit mix from efficiencies, one-, and two-bedrooms to all efficiencies and one-bedroom units,
providing a mix of different square footages in some unit floor plans to match the new residential
floor configurations (though there is no square footage reduction in the low income units).
According to the Applicant’s request, the change in planned market units is a direct result of: 1) The
Developer’s Historic Tax Credit Consultant’s preliminary meetings with the Texas Historical
Commission (which directed the partnership to retain the commercial nature of the 16” floor of the
building, including the elevator lobby, the President’s corner office, and all of the corridors on the
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16th floor and doors facing onto the corridors), and 2) The City of El Paso’s interest in acquiring
four floors of leasable commercial space for City use and offices in the top of the Blue Flame
building (requesting that the conversion of floors that were previously market rate residential
housing be converted to leasable office spaces). The change requested will result in architectural
modifications to floors 14-16 (previously containing the 30 market units, none of which are now
proposed to include residential units). In addition, though the Owner has stated that the downtown
El Paso lot size of 0.32 acres will not change as a result of this request, the reduction in the number
of residential units from 150 to 120 will result in 2 20% reduction in density (from 468.75/units/acre
to 375/units/acre). Per the request and evaluation by staff, the numbers of low income units will
not change and there will be no change to the proposed rent or income set asides.

As documentation of the meetings with the Texas Historical Commission (“THC”), a letter from
Ann McGlone, Principal of Ann Benson McGlone, LLC, a Historic Consultant hired by Franklin
Companies to assist with the Blue Flame Development, documenting a meeting with Valerie
Magolan at THC, was provided. The letter stated that it was Ms. Magolan’s opinion that the 16"
floor, which was the executive office level, needed to remain intact to meet the Secretary of
Interior’s Standards. THC, according to the Applicant, subsequently approved the application for
the Blue Flame Development on February 8, 2018, while this Amendment was still in process and
the National Park Service approval was received February 13, 2018, via the Blue Flame building’s
addition to the National Register. A letter from the City of El Paso signed by Gary S. Westin,
Deputy City Manager and dated as of December 5, 2017, confirmed the City’s request for 1-4 floors
of leasable office space in the Blue Flame building and was later followed by an updated letter dated
February 8, 2018, stating that the City’s interest had expanded to all four floors of available leasable
office space. The letter states that the City believes that the conversion of market rate units to
commercial office space will be in the best interest of the Downtown El Paso area.

Material Alterations as defined in Texas Government Code §2306.6712(d) and 10 TAC §10.405(a)(4)

Application Amendment

Development Site: 0.32 acres

Units: 150

Density: 468.75 units/acte

Residential Buildings: 1

Non-Residential Floors: 4 (basement, ground, 17, 18)
Common Area Square Footage (basement floor o/y as
counted at initial underwriting): 3,792

Common Area Square Footage (by total non-leasable
space on basement and ground floor): 14,618

Total Building Leasable Area Square Footage: 12,291
(10,149 for basement & ground floor only; 2,142 for
floor 17)

Residential Net Rentable SF: 113,210

Development Site: 0.32 acres

Units: 120

Density: 375.00 units/acre (-20%)

Residential Buildings: 1

Non-Residential Floors: 7 (basement, ground, 14-18)
Common Area Square Footage (basement floor on/y for
comparison to original underwriting): 2,222

Common Area Square Footage (by total non-leasable
space on basement and ground floor): 13,321

Total Building Leasable Area Square Footage: 39,672
(11,110 for basement & ground floor only; 26,420 for
floors 14-16; 2,142 for floor 17)

Residential Net Rentable SF: 84,368

HTC
Units

# of
Units

# BRs

# Baths

Unit
Size

HTC
Units

# of
Units

# BRs

# Baths

Unit
Size
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Material Alterations as defined in Texas Government Code §2306.6712(d) and 10 TAC §10.405(a)(4)

Application Amendment
30% 1 0 1 705 30% 1 0 1 705
50% 1 0 1 705 50% 1 0 1 705
60% 2 0 1 789 60% 2 0 1 789
30% 11 1 1 673 30% 10 1 1 673
50% 2 1 1 673 50% 2 1 1 673
50% 13 1 1 781 60% 12 1 1 781
50% 8 1 1 657 50% 7 1 1 781
60% 22 1 1 657 30% 1 1 1 781
60% 30 1 1 668 50% 14 1 1 657
60% 30 1 1 750 60% 22 1 1 657
MR 30 2 1 969 60% 24 1 1 668
60% 24 1 1 750
30% units: 12 30% units: 12
50% units: 24 50% units: 24
60% units: 84 60% units: 84
MR units: 30

Basement Floor:

MR units: 0

Basement Floor:

Fitness Rm
af
1078 SF

Storage/Leasable Area

2031 SF

E Mechanical Area
2317 SF
L o
E
Storage/l easable Area
2261 SF
&

Ground Floor:

n—
E Mechanical Area
2317 SF

Ground Flootr:
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Material Alterations as defined in Texas Government Code §2306.6712(d) and 10 TAC §10.405(a)(4)

Application Amendment

N

Machanlcal
210 5F

Bike Storage
592 SF

i1} E| = [Ed} [
=3 LEASABLE OFFICE =
8760 SF
A [C
L. L1 T =l T =l =l =l T T =
Floor 15: Floor 15:
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Material Alterations as defined in Texas Government Code §2306.6712(d) and 10 TAC §10.405(a)(4)

Application Amendment

Corridor
1577 SF

Storage
539 SF
.

Al = = & = B
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8760 SF
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Changes in Common Area Square Footage

In addition to changes affecting the number of units, square footage, residential density, and
architectural design, the Applicant’s amendment also requests approval for material reductions to
the common area square footage of the basement (from 3,792 square feet previously counted for
only the basement level at initial underwriting for the laundry, fitness center, theater room, and
community room to the comparable 2,222 square feet for the laundry, office, and community
room/warming kitchen/dining room on the basement level replacing these spaces at the time of
amendment, for a total reduction of 1,570 square feet or 41.40%).
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Staff realized, however, that in reviewing the initial architectural drawings alongside those proposed
at amendment, that the original common area square footage stated in the underwriting report only
included common area on the basement floor and had not included additional office and bike
storage spaces noted on the initial plans on the ground floor. As a result, staff re-reviewed both the
basement and ground floor common areas for total common area space (which, in this case, staff
examined as all space except leasable space available to commercial tenants). Based on this review, it
appeats that the original application proposed total non-leasable/common area space of 14,618
square feet on the basement and ground floor levels of the building and 10,149 leasable square feet
on the basement and ground floor levels; at amendment, the request shows total non-
leasable/common area space of 13,321 squate feet on the basement and ground floor levels and
11,110 leasable square feet on the basement and ground floor levels, showing a total decrease of
1,297 squate feet in the non-leasable/common area space, or a 8.87% dectrease in common atea
square footage, which still results in a material change.

Based on the request, the changes to the basement and ground floor were made as a result of
finalizing the interior amenities for the Development; a fitness room, theater room, and community
room are now being consolidated into a community room/warming kitchen/dining room on the
basement floor and a service coordinator office is added; other reconfigurations are now planned for
the small community spaces on the ground floor (to include a mail room, business center, resident
council office, and waiting area and re-consolidating leasable floor area in two areas rather than
three). Previous plans for leasable space on floor 17 did not change and new non-residential plans
for floors 14-16, according to the Owner, are being proposed due to the City of El Paso’s request
for leasable office space in the Blue Flame building.

Non-Material Changes in Parking

At the time of Application, the Owner planned for 180 garage parking spaces based on the related-
party seller’s ownership of a parking structure located one block from the Blue Flame building
where 180 spaces would be designated for tenants based on a formal parking agreement that had not
yet been drafted between the related-party seller and the Owner. At the time of amendment, the
Owner has stated that Blue Flame will be considered exempt from City of El Paso parking
requirements as a property inside the Boundaries of Improvement District No. 3 under the City of
El Paso Downtown 2015 Plan. At the time of amendment, the Owner has reduced the amount of
parking to be delivered from 180 spaces to 120 total spaces and has now proposed to offer one
space per tenant unit.

Changes in Development Costs & Financing

The Owner was asked to submit a revised property condition assessment (“PCA”) for the evaluation
of the amendment and to submit revised financial exhibits to support updated total development
costs. Though the amendment request is for a reduction in units, the revised PCA showed a new
cost estimate of $24,679,613 for hard costs and contractor fees (an increase of 16% from original
application and an increase of 22% in hard costs alone) and new financial exhibits include an
estimated total development cost of $306,450,878 (an increase of 21% from the time of initial
application).

Based on conversations with the Applicant in March, a condo regime was being envisioned whereby
the building would be split into a residential space owned by the tax credit partnership and a
commercial space that would be owned by a to be formed commercial partnership, which would
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share in the building, financing, and soft costs and would finance the cost of the commercial tenants
and reimbursement of construction costs to the tax credit partnership. In late April, however, the
Applicant revised this plan and is now envisioning a separation of commercial space by way of a
Master Lease by which the tax credit partnership would Master Lease with an entity once the tenants
are in place, leaving a single tax credit investor for the HTC and commercial space.

The latest sources and uses reflects revised lending and equity partners and changes in debt and
equity structures, for which financial exhibits and term sheets were submitted. The new sources and
uses shows a decrease in conventional debt (now from Citibank) during the permanent period
(down from $7,850,000 to $3,060,000, a reduction of $4,790,000) balanced by increases in credit
pricing resulting in larger equity contributions for additional projected credits, particularly in the case
of Federal and State Historic Credit Equity, which was estimated at .89 and .70, respectively, for a
combined total of $8,665,591 at application and which has increased to estimates of .92 and .90
respectively for a combined total of $13,706,314 at amendment in addition to the general third party
equity amount of $13,751,041 now offered by Hunt Capital (replacing PNC as the equity provider).

Real Estate Analysis (“REA”) has re-evaluated the transaction pursuant to Tex. Gov’t Code
2306.6712(b) and has concluded that the Development remains feasible. The analysis is attached to
this Board Action Request.

Changes to Owner, Developer, and Guarantor Structures

Finally, the amendment request addressed changes to the organizational structure of the Owner,
Developer, and Guarantor. Based on the amendment request submitted from the Owner, because
of the volume of developments that HACEP has in its pipeline, both HACEP and the
Development’s investors believe that an Owner/Developer/Guarantor should be added to the
organizational structure. The amendment proposes to remove the original co-GP, Flame
Acquisition Company, LP (40% member of the GP), from the ownership structure, change the
name of the GP to EPR3 Blue Flame GP, LLC (.05% GP), and retain Paisano Housing
Redevelopment Corporation as sole member and 100% owner of the GP). A new Special Limited
Partner, Franklin Development Properties, Ltd. (.05% SLP) will also be added, bringing in FDLGP,
LLC as its GP (.01%, owned 100% by Aubra Franklin).

Additionally, Franklin Development Properties, Ltd. has also come into the Developer structure as a
50% co-Developer (with the same associated entities beneath), replacing the prior co-Developer of
Flame Acquisition Company, LP (which was previously 40% co-Developer) and has become
another Guarantor in the structure in addition to Paisano Housing Redevelopment Corporation,
replacing the other original Guarantor of Flame Acquisition Company, LP. Under the Uniform
Multifamily Rules in 10 TAC §10.406(e), the parties reflected in the Application as having control
must remain in the ownership structure and retain such control prior to release of 8609s or the
completion of construction unless approved otherwise by the Board. A development sponsor,
General Partner or Development Owner may not sell the Development in whole or voluntarily end
their control prior to the issuance of 8609s. Due to the fact that the Franklin entity, in this case, is
replacing the previous Flame Acquisition Company, LP, the Board must approve the proposed
change. A previous participation review was run for the addition of the new parties and resulted in a
Category 3 result under the Department’s previous participation rule; EARAC approved the
addition of the new parties unanimously with no conditions on April 24, 2018.
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Ownership Structure at Application

Development Owner:

EP Blue Flame, LP
Texas Limited Partnership

Paisano-3 Blue Flame, LLC Flame Acquisition Company, LP
60% Member 40% Member of
Managing Member of Paisano Blue Flame GP, LLC

Paisano Blus Flame GP, LLC

Paisano Housing Paul L. Foster, Paul L. Foster Franklin Mountain
Redevelopment Corporation Individually Children Trust GP, LLC
Texas 501(c)(3) nonprofit 87.43% Agreement 1.00%
Sole Member/100% Owner of 11.57%
Paisano-3 Blue Flame, LLC
HACEP Affiliate I I
Owner:
Trustees: Paul L. Foster
I Ewvelyn Ann Janssen 100%: owner
‘William Brant Chandler
PHRBoard and Officer: Scott D. Weaver
Burt Blacksher, Chairperson/Director

Francisco Ortega, Vice Chairperson/Director
Anna L. Perez, Commissioner/Director

een Karlsruher, Commissioner/Director
Elizabeth Navarro, Commissioner/Director
Gerald Cichon, Chief Executive Officer

Revised Ownership Structure
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Project Partnership
P v

| | EETE

General Partner Special Limted Partner

Developer at Application

Co- Developers

Paisano H

Redevelopment Corporation
60% fee

Flame Acquisition
40% fee

Board and Officer:

Burt Blacksher, Chairperson/Director
Francisco Ortega, Vice Chairperson/Director
Anna L. Perez, Commissioner/Director
Eileen Karlsruher, Commissioner/Director
Elizabeth Mavarro, Commissioner/Director
Gerald Cichon, Chief Executive Officer

Franklin Mountain
GP, LLC
1.00%6

Owner:
Paul L. Foster
100% owner

Trustees:

Evelyn Ann Janssen
William Brant Chandler
Scott D. Weawer

Revised Developer
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l

Paisano Housing
Gt chrbanat

|
Franklin Development

Guarantor at Application

Paisano H
Redevelopment i

Flame Acquisition

Board and Officers:

Burt Blacksher, Chairperson/Director
Francisco Ortega, Vice Chairperson/Director
Anna L. Perez, Commissioner/Director
Eileen Karlsruher, Commissioner/Director
Elizabeth Mavarro, Commissioner/Director
Gerald Cichon, Chief Executive Officer

Paul L.
Children T

Franklin Mountain
GP, LLC
1.00%

Trustees:

Evelyn Ann Janssen
William Brant Chandler
Scott D. Weaver

Owner:
Paul L. Foster
100% owner

Revised Guarantor
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Staff has reviewed the original application and scoring documentation against this amendment
request and has concluded that none of the changes would have resulted in selection or threshold
criteria changes that would have affected the application score.

Staff recommends approval of the requested material amendments to the Application and, changes

to the Development Owner, Developer and Guarantor for Blue Flame Apartments, subject to
previous participation review.
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Real Estate Analysis Division
April 10, 2018

Addendum to Underwriting Report

TDHCA Application #: |17330 Program(s): |9% HTC

Blue Flame
Address/Location: 120 N Stanton St
City: ElPaso County: ElPaso Zip: 79901
APPLICATION HISTORY
Report Date PURPOSE
04/10/18 Amendment
09/19/17 New Application - Initial Underwriting
ALLOCATION
Previous Allocation RECOMMENDATION

TDHCA Program Amount Rate | Amort | Term Amount Rate | Amort | Term |Lien
LIHTC (Annual) $1,494,828 $1,494,828

CONDITIONS STATUS

1 Receipt and acceptance by Carryover:
a: An updated term sheet from the FHA Lender.

Status: PNC has been replaced by Citibank and Hunt and there is no longer any FHA financing.
Condition satisfied.

b: Documentation of a formal Parking Lease Agreement.

Status: Existing Memorandum of Parking Agreement provides up to 200 parking permits to the Subject.
Site control includes the acquisition of the existing parking lease agreement and will be
transferred to the Development Owner upon acquisition of the property.

c: Documentation of the status of the Historic Tax Credit application and approval.

Status: Texas Historical Commission Approval was received February 8, 2018. National Park Service
Approval was received February 13, 2018. Condition satisfied.

2 Receipt and acceptance by 10% test:

- HUD approval of RAD conversion including a commitment to enter into the Housing Assistance
Payment contract (or executed CHAP or similar agreement), HUD approved rents and operating

Stat.l.Js:ﬁﬁPending
3 Receipt and acceptance by Cost Certification:

a: Architect certification that all noise assessment recommendations were implemented and the
Development is compliant with HUD noise guidelines.




b: Certification of comprehensive testing for asbestos (and/or) lead-based paint; that any appropriate
abatement procedures were implemented by a qualified abatement company; and that any
remaining asbestos-containing materials or lead-based paint are being managed in accordance
with an acceptable Operations and Maintenance (O&M) program.

Status: Pending

Should any terms of the proposed capital structure change or if there are material changes to the overall
development plan or costs, the analysis must be re-evaluated and adjustment to the credit allocation
and/or terms of other TDHCA funds may be warranted.

ANALYSIS

Applicant received a $1.49M annual tax credit award during the 2017 9% HTC competitive cycle. On
December 18, 2017, Applicant submitted an initial request to amend the original Application and
subsequently issued an updated request in March of 2018 to modify the ownership structure, unit/building
configuration, development costs and financing structure.

The most notable changes to the unit/building configuration are:
e Decrease from 150 to 120 total units

e Decrease in total NRA from 113,210 s.f to 84,368 s.f.

e Elimination of 2 BR units

e Elimination of all 30 Market rate units

e Avg Unit Size — Decrease from 755 s.f to 703 s.f.

e LIHTC/Residential (Floors 2-13). Previously all floors.

e Office (Floors 14-18).

e Basement & Ground Floor (Shared by LIHTC & Condo)

The most significant change to the ownership structure is the replacement of Flame Acquisition Company
with Franklin Development. (See Org Charts below)




ORIGINAL OWNERSHIP STRUCTURE

Development Owner:

EP Blue Flame, LP

Texas Limited Partnership

Paisano-3 Blue Flame, LLC Flame Acquisition Company, LP
60% Member 40% Member of
Managing Member of

Paisano Blue Flame GP, LLC
Paisano Blue Flame GP, LLC

Paisano Housing Paul L. Foster, Paul L. Foster Franklin Mountain
Redevelopment Corporation Individually Children Trust GP, LLC
Texas 501(c){3) nonprofit 87.43% Agreement 1.00%

Sole Member/100% owner of 11 57%
Paisano-3 Blue Flame, LLC
HACEP affiliate

Crwner:
Trustees: Faul L. Foster
Ewehyn &nn Janssen 100% owner
william Brant Chandler
FHRBoard and Officer: Scott D. Weaver

Burt Blacksher, Chairperson/Director
Francisoo Ortega, Vice Chairperson/ Director
Anna L Perez, Commissioner/Director
Eileen Karlsruher, Commissioner/Director
Elizabeth Mavarro, Commissioner/Director
Gerald Cichon, Chief Executive Officer




AMENDED OWNERSHIP STRUCTURE

Project Partnership
EP Blue Flame, LP

A Texas Limited Partnership
100%
1
1 | |
e General Partner Special Limted Partner
nestar Limited EPR3 Blue Flame GP, LLC Franklin Development
Partner o ot Properties, Ltd,
TBD 99.90% iy ATexas Limited
L5% Partnerhiship
1 5%
I
| |
Paizane Housing Radevaleprment Aubra Frandlin, FOLGP LLD
Corparation Limited Partner Geraral Partmer

0o PRI LT ISR LY U L AR 11

| Husing suthorig of the City of E1

Paso)
1005 Mamber
{ | Aubra Franklin
—
| 10048 Sole Member
i
i
Officers/Dire ctars

Gerald 'W. Jichon, Chief Executive Cfficer O3

Anna Louisa Valdez Parez, Board Member 0

= Francksco Ortega, Board Member 0% |

Rurt Blackshes, Board Member 0% |
Lupita Licerio, Board Member 0%

Ellesen Karlsruher, Boasd Mesmber 004

Operating Pro Forma

Applicant's revised pro forma is within 5% of Underwriter's; therefore the Applicant's pro forma continues to
be used for analysis. Although the no changes to the CHAP were reported, total income has decreased
$285K as a result of the reduced development. Applicant's total income and expenses have on average
decreased by 20% as a direct result of the reduced development plan.

At ~$3,400/unit, controllable expenses may prove low or understated; however, RAD rents will be adjusted
to adequately cover operating expenses.

Underwritten DCR decreases from 1.19 at original underwriting to 1.15.

Development Cost

Originally, no acquisition value had been included in the development costs, as the Applicant assumed
that the land and building would be contributed to the partnership by the then current owner in exchange
for ownership interest in the LIHTC partnership. Subsequently, the value would be paid from surplus cash
flow over the 75 year ground lease period. However, a $2.25M Seller note has since been executed and
fully repaid as of February 16, 2018.

Because of the addition of the commercial space, the Applicant will create a condo regime with the
apartment and commercial space each being a condo.




Applicant has allocated 22% of the total cost to the Commercial condo based on a pro rata square
footage of total commercial space versus residential space. This allocation method may not be accurate
as several aspects of the costs are not generally allocated in the same manner (i.e., interiors of
units/finishes). However, the Applicant indicates this conservative approach was taken in order to not
artificially inflate the eligible basis. Final allocation will be made at Cost Certification.

Applicant submitted a revised PCA detailing the updates to the Developer's Scope of Work. The revised
PCA identified Hard Costs (including demolition, non-residential renovations, contingency and contractor
fees) totaling $24.68M (up from $21.21M) and are consistent with the Applicant's amended estimate.

Total Development Cost increased 21% (~$6.4M); however current costs reviewed by third party entities
and based on 70% plans.

Additionally, since initial application, a new Developer has stepped in and cost increases may be due to a
number of factors including spec and scope changes, market increases and underestimated costs at
original application.

Sources of Funds

Citibank has replaced PNC's $7.85M FHA 221d4 loan with a $3.06M conventional loan. The new loan will
have a higher interest rate at 6.10% and be amortized over a 35/15 year term instead of 40/40. Applicant
added a $5.9M gap loan from the Housing Authority of the City of El Paso (HACEP) to help offset the newly
included Acquisition costs and $7.9M in total commercial costs.

For simplicity, the Underwriter has listed the $2.5M Seller Note as a separate source and reduced the
HACEP gap loan accordingly.

HACEP Gap Loan is a Related Party loan. Underwriter assumes $1.5M of this loan will be bona fide debt and
amortized similar to the senior debt at 3% interest. If treated as deferred fee there is insufficient cash flow to
retire the debt within the required 15 years.

Hunt Capital has replaced PNC as equity provider and the LIHTC equity rate has increased from $0.89 to
$0.92, resulting in increased equity proceeds of ~$448K ($13.75M total).

Underwriter reduced the total $5.9M gap loan by $330K to reflect the resulting gap in financing. With the
HACEP gap loan reduced to a total of $5.6M ($2.5M of which is Seller Note), the long term financial
feasibility of the development is greatly improved.

Conclusion
The current analysis continues to support the original $1,494,828 credit allocation.
No change in the approved credit allocation is being recommended at this time.

Underwriter: Diamond Unique Thompson

Manager of Real Estate Analysis: Thomas Cavanagh

Director of Real Estate Analysis: Brent Stewart




UNIT MIX/RENT SCHEDULE

Blue Flame, El Paso, 9% HTC #17330

LOCATION DATA UNIT DISTRIBUTION Applicable Pro Forma ASSUMPTIONS
cITy: El Paso #Beds | # Units | % Total | Assisted | Income | # Units | % Total Programs Revenue Growth 2.00%
COUNTY: El Paso Eff 4| 3.3% 4 30% 12| 10.0% 9% Housing Tax Credits Expense Growth 3.00%
Area Median Income $45,400 1 116 | 96.7% 116 40% - 0.0% Basis Adjust 130%

PROGRAM REGION: 13 2 - 0.0% 50% 24 20.0% Applicable Fraction 100.00%

3 - 0.0% 0 60% 84 70.0% APP % Acquisition 3.39%

4 - 0.0% 0 MR - 0.0% APP % Construction 9.00%

TOTAL 120 100.0% 120 | TOTAL 120 | 100.0% Average Unit Size 703 sf

UNIT MIX/MONTHLY RENT SCHEDULE
RENT ASSISTED APPLICABLE PROGRAM APPLICANT'S TDHCA
HTC UNIT UNIT MIX RENT PRO FORMA RENTS PRO FORMA RENTS MARKET RENTS
Max Net Total Total Delta
Gross Gross # # # Gross Utility Program | Deltato Net Rent Monthly Monthly Rent per Rent to Mrkt

Type Rent Type Rent Units Beds Baths NRA Rent Allow Rent Max Rent psf | per Unit Rent Rent Unit psf Max Underwritten Analyst
TC 30% $275 RAD $623] 1 0 1 705 $623 $0 $623 $0 $0.88 $623 $623 $623 $623 | $0.88 $0 $810 | $1.15 $810
TC 50% $458 RAD $623| 1 0 1 705 $623 $0 $623 $0 $0.88 $623 $623 $623 $623 | $0.88 $0 $810 | $1.15 $810
TC 60% $550 RAD $623 2 0 1 789 $623 $0 $623 $0 $0.79 $623 $1,246 $1,246 $623 | $0.79 $0 $820 $1.04 $820
TC 30% $295 RAD $668 10 1 1 673 $668 $0 $668 $0 $0.99 $668 $6,680 $6,680 $668 | $0.99 $0 $865 $1.29 $865
TC 50% $491 RAD $668 2 1 1 673 $668 $0 $668 $0 $0.99 $668 $1,336 $1,336 $668 | $0.99 $0 $865 $1.29 $865
TC 60% $590 RAD $668 12 1 1 781 $668 $0 $668 $0 $0.86 $668 $8,016 $8,016 $668 | $0.86 $0 $880 $1.13 $880
TC 50% $491 RAD $668 7 1 1 781 $668 $0 $668 $0 $0.86 $668 $4,676 $4,676 $668 | $0.86 $0 $865 $1.11 $865
TC 30% $295 RAD $668 1 1 1 781 $668 $0 $668 $0 $0.86 $668 $668 $668 $668 | $0.86 $0 $865 $1.11 $865
TC 50% $491 RAD $668 14 1 1 657 $668 $0 $668 $0 $1.02 $668 $9,352 $9,352 $668 | $1.02 $0 $865 $1.32 $865
TC 60% $590 RAD $668 22 1 1 657 $668 $0 $668 $0 $1.02 $668 $14,696 $14,696 $668 | $1.02 $0 $880 $1.34 $880
TC 60% $590 RAD $668 24 1 1 668 $668 $0 $668 $0 $1.00 $668 $16,032 $16,032 $668 | $1.00 $0 $880 $1.32 $880
TC 60% $590 RAD $668 24 1 1 750 $668 $0 $668 $0 $0.89 $668 $16,032 $16,032 $668 [ $0.89 $0 $880 $1.17 $880
TOTALS/AVERAGES: 120 84,368 $0 $0.95 $667 $79,980 $79,980 $667 $0.95 $0 $874 $1.24 $874

ANNUAL POTENTIAL GROSS RENT: $959,760 | $959,760




STABILIZED PRO FORMA

Blue Flame, El Paso, 9% HTC #17330

STABILIZED FIRST YEAR PRO FORMA

COMPARABLES APPLICANT PRIOR REPORT TDHCA VARIANCE
Pooley
Database Historical % EGI Per SF Per Unit Amount Applicant TDHCA Amount Per Unit Per SF % EGI % $
POTENTIAL GROSS RENT $0.95 $667 $959,760 | $1,260,000 | $1,260,000 $959,760 $667 |  $0.95 0.0% $0
$0.00 $0 0
$0.00 $0 0

Late fees, forfeit deposits $5.00 $7,200 9,000
Total Secondary Income $5.00 9,000 $7,200 $5.00 | 0.0% $0
POTENTIAL GROSS INCOME $966,960 |$1,269,000 |$1,269,000 | $966,960 0.0% $0

Vacancy & Collection Loss 5.6% PGI (54,150) (71,010) (95,175) (48,348) 5.0% PGI| 12.0% (5,802)

Rental Concessions - 0 0.0% -
EFFECTIVE GROSS INCOME $912,810 |$1,197,990 |$1,173,825 $918,612 -0.6% ($5,802)
General & Administrative $30,946 | $258/Unit 44,158 $368 | 4.21% $0.46 $320 $38,416 $53,542 $60,000 $48,000 $400 | $0.57 5.23% -20.0% (9,584)
Management $39,477 | 6.0%EGI 79,710 $664 |  5.00% $0.54 $380 $45,640 $59,900 $58,691 $45,931 $383 |  $0.54 5.00% -0.6% (291)
Payroll & Payroll Tax $146,805 | $1,223/Unit 43,184 $360 | 13.54% $1.47 $1,030 $123,608] $129,608 | $129,608 | $123,608 $1,030 | $1.47 13.46% 0.0% -
Repairs & Maintenance $59,594 | $497/Unit 153,685 $1.281 ] 1257% $1.36 $956 $114,739] $141,111 | $105,000 | $114,739 $956 |  $1.36 12.49% 0.0% -
Electric/Gas $15,886 | $132/Unit 102,096 $851 | 10.57% $1.14 $804 $96,446] $120,559 | $120,559 $96,446 $804 | $1.14 10.50% 0.0% -
Water, Sewer, & Trash $45,627 | $380/Unit 31,169 $260 | 4.30% $0.47 $327 $39,291 $49,115 $57,034 $45,627 $380 | $0.54 4.97% -13.9% (6,336)
Property Insurance $31,476 | $0.37/st 10,456 $87 | 3.78% $0.41 $288 $34,500 $34,500 $39,345 $31,476 $262 |  $0.37 3.43% 9.6% 3,024
Property Tax (@ 0%) $57,228 | $477/Unit 21,227 $177]  0.00% $0.00 $0 $0 $0 $0 $0 $0 | $0.00 0.00% 0.0% -
Reserve for Replacements $25,429 | $212/Unit - $0| 4.60% $0.50 $350 $42,000 $52,500 $45,000 $36,000 $300 | $0.43 3.92% 16.7% 6,000
Supportive Services 5,425 $45 |  1.64% $0.18 $125 $15,000 $16,800 $16,800 $15,000 $125 | $0.18 1.63% 0.0% -
TDHCA LIHTC/HOME Compliance Fees - $0| 053% $0.06 $40 $4,800 $4,800 $4,800 $4,800 $40 | $0.06 0.52% 0.0% -
Security - $0]  1.10% $0.12 $83 $10,000 $17,573 $17,573 $10,000 $83 |  $0.12 1.09% 0.0% -
Parking lease - $0| 2.74% $0.30 $208 $25,000 $25,000 $25,000 $25,000 $208 | $0.30 2.72% 0.0% -
TOTAL EXPENSES 64.57% $6.99 $4,912| $ 589,440 | $705,007 | $679,409 | $596,626 $4,972 | $7.07 64.95% -1.2%( $  (7,187)
NET OPERATING INCOME ("NOI") 35.43% $3.83 $2,605| $323,371 | $492,983 | $494,416 | $321,986 $2,683 | $3.82 35.05% 0.4%| $ 1,385
CONTROLLABLE EXPENSES $3,437/Unit $3,570/Unit




CAPITALIZATION / TOTAL DEVELOPMENT BUDGET / ITEMIZED BASIS

Blue Flame, El Paso, 9% HTC #17330

DEBT / GRANT SOURCES
APPLICANT'S PROPOSED DEBT/GRANT STRUCTURE AS UNDERWRITTEN DEBT/GRANT STRUCTURE
Cumulative DCR Prior Underwriting Cumulative
DEBT (Must Pay) Fee uw App Pmt Rate Amort Term Principal Applicant TDHCA Principal Term Amort Rate Pmt DCR LTC
CitiBank, N.A. 1.16 1.16 278,369 6.10% 35 15 $3,060,000 | $7,850,000 | $7,850,000 | $3,060,000 15 35 6.10% $211,845 1.53 8.5%
HACEP 1.16 1.16 3.00% 0 50 $0 $1,450,000 15 35 3.00% $66,964 1.16 4.0%
Adjustment to Debt Per
§10.302(c)(2) 1.16 1.16 $0 0 0 0.00% 1.16 0.0%
CASH FLOW DEBT / GRANTS
City of EIl Paso 1.16 1.16 0.00% 0 0 $0 $0 0 0 0.00% 1.16 0.0%
HACEP 1.16 1.16 3.00% 0 50 $5,933,523 $1,653,039 50 3.00% 1.16 4.6%
HACEP Seller Note 1.16 1.16 0.00% 0 0 $0 $2,500,000 0 0 0.00% 1.16 6.9%
$278,369 TOTAL DEBT / GRANT SOURCES| $8,993,523 $8,663,039 TOTAL DEBT SERVICE $278,809 1.16 24.0%
NET CASH FLOW $43,617 | $45,002 APPLICANT  NET OPERATING INCOME $323,371 $44,561 [NET CASH FLOW
EQUITY SOURCES
APPLICANT'S PROPOSED EQUITY STRUCTURE AS UNDERWRITTEN EQUITY STRUCTURE
Annual Credit Prior Underwriting Credit Annual Cr_edits
EQUITY / DEFERRED FEES DESCRIPTION % Cost Credit Price Amount Applicant TDHCA Amount Price Annual Credit % Cost (e Ui Allocation Method
Hunt Capital LIHTC Equity 38.1%)| $1,494,828 0.92 $13,751,041 | $13,348,665| $13,302,638| $13,751,041 $0.92 $1,494,828 38.1% $12,457 Previous Allocation
Hunt Capital Federal Historic Credit Equity 17.1% 0.92 $6,166,166 $4,369,618| $4,369,618] $6,166,166 0.92 17.1%
Hunt Capital State Historic Credit Equity 20.9% 0.90 $7,540,148 $4,295,973| $4,295,973] $7,540,148 0.90 20.9%
Paisano Housing Redevelopment Deferred Developer Fees 0.0% (0% Deferred) $0 $179,614 (0% Deferred) 0.0%| _Total Developer Fee: | $4,076,711
Additional (Excess) Funds Req'd 0.0% $0 0.0%
TOTAL EQUITY SOURCES 76.0% $27,457,355 $27,457,355 76.0%
TOTAL CAPITALIZATION | $36.450,878 | | 536,120,394 | | 15-Yr Cash Flow after Deferred Fee:| __ $700,116
DEVELOPMENT COST / ITEMIZED BASIS
APPLICANT COST / BASIS ITEMS TDHCA COST / BASIS ITEMS COST VARIANCE
Eligible Basis Prior Underwriting Eligible Basis
New Const. New Const.
Acquisition Rehab Total Costs Applicant TDHCA Total Costs Rehab Acquisition % $
Land Acquisition $20,833 / Unit| $2,500,000 $0 $0] $2,500,000 |$20,833 / Unit 0.0% $0
Building Acquisition $0 $/ Unit $0 $0 $0 $0 [$/ Unit $0 0.0% $0
Off-Sites $/ Unit $0 $0 $0 $0 [$/ Unit 0.0% $0
Site Work $0 $/ Unit $0 $0 $0 $0 |$/ Unit $0 0.0% $0
Site Amenities $0 $/ Unit $0 $0 $0 $0_|$ / Unit $0 0.0% $0
Interior Demolition $/ Unit $0 $0 $595,718 $332,200 |$2,768 / Unit -100.0% ($332,200)
Non-Residential Space $/ Unit $0 $0| $4,133,803] $4,462,876 |$37,191 / Unit -100.0%|  ($4,462,876)
Building Cost $15,822,898 | $244.38/sf| $171,816/Unit| $20,617,974 | $16,915,201| $12,185,680] $15,822,898 |$131,857/Unit |$187.55 /sf $15,822,898 30.3% $4,795,076
Contingency $804,100 |5.08% 5.00%| $1,030,898 $1,691,520 $1,691,520| $1,030,898 |5.00% 5.08% $804,100 0.0% $0
Contractor Fees $2,327,780 |14.00% 14.00%| $3,030,741 $2,604,941 $2,604,941] $3,030,741 |14.00% 14.00%| $2,327,780 0.0% $0
Soft Costs 0] $1,713,091 $18,963 / Unit| $2,275,529 $2,275,529 $2,275529] $2,275,529 |$18,963 / Unit $1,713,091 $0 0.0% $0
Financing 0| $1,488,327 $17,924 / Unit| $2,150,824 $2,150,824 $2,150,824] $2,150,824 |$17,924 / Unit $1,488,327 $0 0.0% $0
Developer Fee $0| $3,469,085 |15.66% I 15.75%| $4,280,665 $3,841,609 $3,633,858] $4,076,710 |15.00% 15.00%| $3,323,429 $0 5.0% $203,955
Reserves $4,702 / Unit $564,247 $564,247 $546,669 $437,718 [$3,648 / Unit 28.9% $126,529
TOTAL HOUSING DEVELOPMENT COST (UNADJUSTED BA $0 | $25,625,281 $303,757 / Unit| $36,450,878 | $30,043,870| $29,818,542| $36,120,394 |$301,003 / Unit $25,479,625 $0 0.9% $330,484
Acquisition Cost $0 $0
Contingency $0 $0
Contractor's Fee ($0)
Interim Interest $0
Developer Fee $0 ($145,656) ($203,955)
Reserves $0
ADJUSTED BASIS / COST $0 | $25,479,625 $302,058/unit| $36,246,924 $36,120,394 I$301.003/un|t $25,479,625 $0 0.4% $126,529
TOTAL HOUSING DEVELOPMENT COSTS BASED ON 3RD PARTY PCA/CNA $36,120,394 I




CAPITALIZATION / DEVELOPMENT COST BUDGET / ITEMIZED BASIS ITEMS

Blue Flame, El Paso, 9% HTC #17330

CREDIT CALCULATION ON QUALIFIED BASIS
Applicant TDHCA
Construction Construction
Acquisition Rehabilitation Acquisition Rehabilitation

ADJUSTED BASIS $0 $25,479,625 $0 $25,479,625

Deduction of Federal Grants $0 ($6,166,166)| $0 ($6,166,166)|

Credit for Voluntary Basis Adj. $5,392,635 $5,392,635
TOTAL ELIGIBLE BASIS $0 $24,706,094} $0 $24,706,094}
| High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $0 $32,117,922 $0 $32,117,922

Applicable Fraction 100.00% 100.00% 100.00% 100.00%
TOTAL QUALIFIED BASIS $0 $32,117,922 $0 $32,117,922

Applicable Percentage 3.39% 9.00% 3.39% 9.00%
ANNUAL CREDIT ON BASIS $0 $2,890,613 $0 $2,890,613
CREDITS ON QUALIFIED BASIS $2,890,613 $2,890,613

ANNUAL CREDIT CALCULATION FINAL ANNUAL LIHTC ALLOCATION
BASED ON TDHCA BASIS Credit Price  $0.9199 Variance to Request
Method Annual Credits Proceeds Credit Allocation Credits Proceeds

Eligible Basis $2,890,613 $26,590,978
Needed to Fill Gap $1,494,828 $13,751,041 -
Previous Allocation $1,494,828 $13,751,041 $1,494,828 30 $0




Long-Term Pro Forma

Blue Flame, El Paso, 9% HTC #17330

Growth
Rate Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20 Year 25 Year 30 Year 35 Year 40

EFFECTIVE GROSS INCOME | 2.00% $912,810 $931,066 $949,688 $968,682 $988,055 | $1,090,893 | $1,204,434 | $1,329,792 | $1,468,198 | $1,621,009 | $1,789,725 | $1,976,001
TOTAL EXPENSES 3.00% $589,440 $606,666 $624,401 $642,658 $661,453 $764,079 $882,767 | $1,020,045 | $1,178,841 | $1,362,549 | $1,578,655 | $1,830,094
NET OPERATING INCOME ("NOI") $323,371 $324,400 $325,287 $326,024 $326,602 $326,814 $321,667 $309,748 $289,356 $258,461 $211,070 $145,907
EXPENSE/INCOME RATIO 64.6% 65.2% 65.7% 66.3% 66.9% 70.0% 73.3% 76.7% 80.3% 84.1% 88.2% 92.6%
MUST -PAY DEBT SERVICE

CitiBank, N.A. $211,845 $211,845 $211,845 $211,845 $211,845 $211,845 $211,845 $211,845 $211,845 $211,845 $211,845 $211,845
TOTAL DEBT SERVICE $278,809 $278,809 $278,809 $278,809 $278,809 $278,809 $278,809 $278,809 $278,809 $278,809 $278,809 $278,809
DEBT COVERAGE RATIO 1.16 1.16 1.17 1.17 1.17 1.17 1.15 1.11 1.04 0.93 0.76 0.52
ANNUAL CASH FLOW $44,561 $45,591 $46,478 $47,214 $47,792 $48,004 $42,858 $30,938 $10,547 ($20,349) ($67,739)|  ($132,902)
Deferred Developer Fee Balance $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
CUMULATIVE NET CASH FLOW $44,561 $90,152 $136,630 $183,844 $231,636 $473,127 $700,116 $881,673 $978,959 $943,663 $707,458 $180,755
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Asset Management Division

Amendment Request Form

Completed forms and supporting materials can be emailed to asset.management@tdhca.state.tx.us
TYPE OF AMENDMENT REQUESTED

Date Submitted: 11/30/2017 Amendment Requested: Application Amendment,
Has the change been implemented? No Award Stage: Carryover (Prior to Construction/10% Test)

NOTE: Material Application or LURA Amendment requests must be received 45 days before the Board Meeting.

Contact your Asset Manager if you are unsure what type of Amendment to request: https://www.tdhca.state.tx.us/asset-
management/contacts.htm

DEVELOPMENT INFORMATION

Dev. Name: Blue Flame File No. /CMTS No.: 17330/
CONTACT INFORMATION

Request Submitted By: ~ Sarah Anderson Phone #/Email: (512) 554-4721/
SECTION 1: COVER LETTER

A cover letter MUST be submitted with your request. Review your cover letter to ensure it includes:
[X] The change(s) requested [X] The reason the change is necessary [X] The good cause for the change

X] An explanation of whether the amendment was reasonably foreseeable or preventable at the time of Application
SECTION 2: REQUIRED DOCUMENTATION

Entering an Amendment conveys to the Department that representations in the Application have changed. You MUST
provide information about any and all changes made from the time of Application (or as last approved by the Department)
in your request, including any items that will be impacted by the requested change. Failure to represent or properly
document all changes may result in delays, denials, or a request for re-submission. The following is attached:

[X] Revised Development Financing Exhibits — if sources, terms, conditions, or amounts of financing will be impacted or
changed by your amendment request, revised Application exhibits and term sheets (or executed Loan documents and
LPA, if the loan has closed) must be submitted

[] Signed Statement of No Financial Impact — if no sources, terms, conditions, or amount of financing will be impacted
or changed by your amendment request, the Owner must sign and submit a statement to this effect

X Revised Application Exhibits/Documents Reflecting or Supporting All Requested Changes — revised site plans,
surveys, Building and Unit Configuration exhibit, etc.

IX] Material Amendment fee of $2,500 for first amendments, $3,000 for second amendments, $3,500 for third or more.
(Applicable to Non-Material Amendments only if changes have been implemented prior to Amendment approval) —
N/A for Developments only funded by a Direct Loan program (HOME, NSP, HTF)

Asset Management Amendment Request Form - 1


https://www.tdhca.state.tx.us/asset-management/contacts.htm
https://www.tdhca.state.tx.us/asset-management/contacts.htm

SECTION 3A: MATERIAL APPLICATION AMENDMENT ITEMS

Check all items that have been modified from the original application (see Subchapter E, §10.405(a)(3)):

] Site plan ] Scope of tenant services ] Exclusion of regs in Subchapters B & C
IX] Number of units* ] Reduction of 3%+ in unit sq ft [] Other
] Bedroom mix [] Reduction of 3%+ common area

[ ] Architectural design  [] Residential density (5%+ change)
If “Number of units” is selected above and the total LI units or LI units at any rent or income level will be reduced, also:
] Written confirmation from the lender and syndicator that the development is infeasible without the adjustment in units

] Evidence supporting the need for the adjustment in units

NOTE: *The approved amendment may carry a penalty in accordance with §10.405(a)(6)(b).

SECTION 3B: MATERIAL LURA AMENDMENT ITEMS

Check all items that require a material LURA amendment (see Subchapter E, §10.405(b)(2)):
[] Reductions in the number of LI units ~ [_] Change in Target Population

[] Changes to income or rent restrictions  [_| Removal of Non-profit [] Other
[] Change in ROFR period or other ROFR provisions

The following additional items are attached for consideration or will be forthcoming:

] Draft Notice of Public Hearing* ] Evidence of public hearing*

NOTE: *Draft Notices of Public Hearing must be provided with the Amendment materials 45 days prior to the Board
meeting. *The Public Hearing must be held at least 15 business days prior to the Board meeting and evidence in the form
of attendance sheets and a summary of comments made must be submitted to TDHCA within 3 days of the hearing.

SECTION 4A: NON-MATERIAL APPLICATION AMENDMENT SUMMARY

Identify all non-material changes that have been or will be made (Contact your Asset Manager if you are unsure of
whether your request is non-material):

Short Summary Regarding Application Changes
Amendment is requesting a change in Developer(s) or Guarantor(s) and Previous Participation forms are attached.
SECTION 4B: NON-MATERIAL LURA AMENDMENT SUMMARY

Identify non-material amendments requested to the LURA:

Short Summary Regarding LURA Changes

SECTION 4C: NOTIFICATION ITEM SUMMARY

Identify any notification items from the time of application:

Short Summary Regarding LURA Changes

Asset Management Amendment Request Form - 2
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November 30, 2017

TDHCA
Multifamily Finance
221 E. 11" Street
Austin, TX 78701

RE; Blue Flame Apartments—TDHCA File No. 17330
Request for Application Amendment

Dear Ms. DeBellas:

On behalf of the Developer, | am submitting this request to obtain the Department’s approval for
amendments to the Developer’s tax credit application for the Blue Flame Apartments (TDHCA File No.
17330), located in El Paso, TX.

Based on a meeting with the Texas Historic Commission (THC), the Developer’s Historic Tax Credit
Consultant was given direction regarding the need to retain the commercial nature of 16™ floor of the
building. (See Exhibit A-1 for more details on the proposed work anticipated to receive historic tax
credits, both at the state and federal level.) Specifically, that:

Public spaces and significant offices are specifically called out in the Standards as spaces that
should be retained...The Texas Historical Commission would require that we retain the elevator
lobby and all of the corridors on the 16th floor, as well as all doors facing onto the corridors.
They would also require that we retain, in whole, the President’s corner office as a significant
space.

Additionally, based upon the most pressing needs and revitalization efforts for the downtown area, the
City of El Paso is requesting that a minimum of three floors of commercial space be set aside for use by
the City.

In order to comply with THC’s directive to preserve certain historical components, as well as to meet the
City’s interest for commercial office use, the Developer is proposing to eliminate the 30 market rate units
and re-configure floors 14-16 as leasable space. Floors 2-13 will continue to be dedicated for the 120 tax
credits units as originally submitted in the tax credit application.

The Developer believes that the following amendment request will result in a design that more effectively
accounts for the development’s operation, the building’s historic preservation measures, and remains true
to the tax credit application.

Threshold 1: Changes to Unit Configuration
Description:  Changes to the unit configuration were necessary as referenced above. The 30
market rate units will be eliminated with a re-configured plan of floors 2-13 for residential use
(120 tax credit units) and floors 14-16 for commercial use.




Impact: The amendment does not modify the number of affordable units or bedroom types, nor
does it decrease total square footage from the affordable units. See Exhibit B (unit mix
comparison) and Exhibit C (unit, basement and ground floor plans) for a comparison of the
original unit mix as submitted in the tax credit application and the proposed amended unit mix.

Threshold 2 Changes to common amenities to better serve the population

Description:_  This amendment is a result of finalizing interior amenities for the development.
The following amenities were added to the Area Plans (Basement and Ground Floor Plans). See
Exhibit C (basement and ground floor plans). With the elimination of the 30 market rate units,
the total number of points required to meet Threshold for Common Amenities was reduced from
18 to 14 points required. The following reflect the revisions made to the common spaces:

0 Fitness room was replaced with a Service Coordinator Office

0 Theatre room was replaced with a Community Dining with warming

kitchen area.

0 A business center was added to the common spaces

0 A Resident Council office was added to the common spaces.

0 A mail room was added to the common ground floor area.

These changes are also in line with a predominately senior based household as indicated in the
relocation plan.

Impact: Changes to the common amenities will not have an impact on the development cost.

Threshold 3 Changes to common area square footage
Description: No changes to the common area square footage. See Exhibit C-basement and
ground floor plans.

Impact: No impact on development cost.

Threshold 4 Changes to Development Cost Schedule
Description: The Development Cost Schedule was updated to reflect the elimination of the 30
market rate units. See Exhibit D for updated Development Cost Schedule.

Impact: Total Development Costs decreased $5,040,595. Due to the recent uncertainty with the
proposed tax legislation, the Partnership will be required to purchase the building prior to
December 31, 2017. In order to accomplish this, the building will have to be purchased outright,
in lieu of a long term lease. This added $2,500,000 of building acquisition costs to the
development cost schedule.

The requested credits remain the same. Total qualified basis increased due to increase in
applicable percentage.

Threshold 5 Changes to the Rent Schedule
Description: The Rent Schedule was updated to reflect changes in the unit mix. See Exhibit E
for updated Rent Schedule.

Impact: Elimination of 30 Market rate units decreased Effective Gross Annual Income
$285,180. The decrease will reduce NOI reducing Permanent Loan Amount. Total Net Rentable
Square Feet for Tax Credit units increase slightly (from 84,140 sq. ft. to 84,368 sqg. ft.) due to



reconfiguring 120 units on twelve floors instead of fifteen. Percentage of units at 30%, 50% and
60% remains unchanged.

Threshold 6 Changes to Utility Allowances
Description: No Changes to the utility allowances. Utility Allowances remain the same.

Impact: No impact to the utility allowances.

Threshold 7 Changes to Operating Schedule
Description: The operating schedule was updated per the amended unit configuration and
elimination of the market rate units. See Exhibit F for the updated Operating Schedule.

Impact: Reducing operating expenses for the 30 market rate units increased operating expense
per unit from $4,700 per unit to $4,912 per unit. With lower permanent debt service, property is
able to maintain the same 1.16 DCR as original application.

Threshold8 Pro forma
Description: The 15 year operating pro-forma was updated per the referenced and requested
changes. See Exhibit G for the updated Pro forma.

Impact: 15 year operating pro-forma supports operating expenses at or above 1.15DCR through
year 15.

Threshold 9 Sources and Uses
Description: Due to reduced total development costs, Sources and Uses is updated to reflect
decrease in permanent loan amount needed ($7,850,000 to $5,161,576) and decrease in
State/Federal Historic Tax credit equity ($8,665,591 to $6,493,034). See Exhibit H for the
updated Sources and Uses schedule.

Impact: There is no change to LIHTC Credit Equity.

Threshold 10 Parking Reguirements

Description:  Under the EI Paso Municipal Code, 20.14.050-Parking Requirements and
Standards, parking regulations shall not apply to properties in Boundaries of Improvement
District No. 3 shall also include all property designated under the Downtown 2015 Plan. The Blue
Flame development is within the boundaries of the revitalization efforts of the Downtown 2015
Plan-originally identified at tax credit application. Based on the exemption per local code, the
Developer has committed to delivering 1 parking space for every unit, totaling 120 parking
spaces available at no charge to the tenants.

Impact: The Building Configuration Schedule included under Exhibit B has been updated to
reflect the 120 parking spaces to be provided. A parking agreement was originally engaged at tax
credit application. No impact on development cost.



Threshold 11 Changes to Owner/ Developer/ Guarantor Structure
Description: Because of the volume of developments that HACEP has in the pipelines, both
HACEP and the development investors believe it would be in the best interest for all parties to
add an Owner/ Developer/ Guarantor to the organizational structure. See Exhibit I for the
updated Organizational Charts.

Impact: The organization charts have been amended. New organizational charts (Owners/
Developer/ Guarantor) and previous participation information is included as part of Exhibit H.
None of the individuals or entities being added participated in the 2017 HTC round, so there are
no $3M cap issues. Additionally, an EARAC review for the proposed Franklin entities was
conducted on August 28, 2017. The committee approved the compliance history of the Franklin
entities with no conditions.

The above mentioned changes are necessary for the development to be able to qualify for both State and
federal tax credits which are crucial to the financial viability of the development. We believe that these
changes were not reasonably foreseeable or preventable at the time of Application, as the review by THC
could not be undertaken until the development was awarded tax credits and was prepared to proceed, and
the City has only recently made the request for commercial space from the Developer.

While we are requesting a change in the total number of units, we are not impacting the number of
affordable units, thus request that there be no penalty with regard to Section 10.405(a)(6)(b).

The Developer respectfully requests to TDHCA’s approval to amend its tax credit application by
accepting the above requests.

A check in the amount of $2,500.00 is enclosed for the payment of the amendment fee. Please do not
hesitate to contact me should you need any additional information. Thank you for your time and attention
to this matter.

Sincerely,

S Cloiloi i

Sarah Anderson

S. Anderson Consulting
512-554-4721
sarah@sarahandersonconsulting.com



April 20, 2018

Re: Blue Flame
TDHCA #17330
Amendment Request change in structure

To: Laura DeBellas
Raquel Morales
Brent Stewart

All,

During our call yesterday, you requested | send a quick synopsis of our questions regarding the structure
of the Blue Flame development. Originally, we had indicated that the commercial spaces be separated
from the residential space by a condominium structure. After much research and communication with our
debt and equity partners and their counsel, it was determined that the most advantageous route would be
to separate the commercial piece by way of a Master Lease. The tax credit partnership would enter into a
Master Lease with an entity with the terms of such Master Lease acceptable to the debt and equity
providers in every respect. While the Master Lease has yet to be drafted, it is assumed the Master Lease
would be put in place when the tenant was known. This structure will allow for an easier (and less
expensive) transaction, yet still allow for a single tax credit investor for the LIHTC piece as well as the
Commercial piece. The bifurcation of costs between the commercial and residential pieces would be
detailed when known and will be vetted among the project accountants, the Tax credit limited partner and
HACEP during the cost certification process. The allocation of costs between the commercial and
residential portion will remain unchanged.

It is understood that if a tenant (and associated income, expenses, and debt) is in place, then the financial
analysis will be submitted to TDHCA to ensure it complies with underwriting standards.

We believe that this revision to the financing structure doesn’t alter the amendment too much, Please do
let us know what the next steps are.

Thanks,
Ryan Wilson
Franklin Development Properties, Ltd.



ANN BENSON MCGLONE, LLC

PRESERVATION m ARCHITECTURE m URBAN DESIGN

November 15, 2017

Ryan G. Wilson

Executive Vice President, Development
Franklin Companies

21260 Gathering Oak, Ste 101

San Antonio, Tx 78260

Re: El Paso Natural Gas Company (Blue Flame) Building
Historic Tax Credits

Dear Ryan,

On Friday, November 10, I met with Valerie Magolan, Historic Tax Credit Specialist, with the
Texas Historical Commission. | was accompanied by Beverly Baldwin of Alamo Architects and
William Helm of InSitu Architects. We reviewed the proposed work at the Blue Flame Building
with Valerie to get a better understanding of potential issues that might arise in our quest to
obtain historic tax credits at both the state and federal level.

In general, it was a very positive meeting and the project was well received. However, | wanted
to bring to your attention one issue that came up that has a direct effect on the project. In
Valerie's opinion the 16" floor, which was the executive office level, will need to remain
somewhat intact for the project to meet the Secretary of Interior’s Standards. Public spaces and
significant offices are specifically called out in the Standards as spaces that should be retained.
This is very consistent with other Tax Credit projects | have been involved in.

The Texas Historical Commission would require that we retain the elevator lobby and all of the
corridors on the 16™ floor, as well as all doors facing onto the corridors. They would also
require that we retain, in whole, the President’s corner office as a significant space.

Texas Historical Commission will not offer a formal written review until we submit a formal
application. In my experience though, | have found that these early meetings with THC are very
useful and the THC staff are consistent in their analysis and advice. | am attaching the Meeting
Minutes from our meeting that document the conversation.

Please let me know if we need to discuss further.

Sincerely,

Ann McGlone, AIA
Principal

732 Patterson Avenue San Antonio, Texas 78209 tel 210.219.3648
ann@annbensonmcglone.com www.annbensonmcglone.com



MEETING MINUTES

Date/Time: November 10, 2017; 10:30 a.m.

Project:

Blue Flame Building
Alamo Architects Job No. 2017-60

Location: Alamo conference room
Attendees: Valerie Magolan Texas Historical Commission
Ann McGlone Ann Benson McGlone, LLC
Beverly Baldwin Alamo Architects
William Helm In-Situ Architects
Subject: Review of Project Scope to obtain historic tax credits from the Texas Historical Commission
1. Project Information
a. 18 story high rise office building constructed in 1954 in EI Paso, Texas. Building is listed on the
National Register (NPS #355-84).
b. Proposed use is low income residential units with some possible office floors as well as some
amenities and future retail on the ground floor.
2. Timeline
a. Under the current law, a phased project must complete within 60 months, single phase is 24
months.
b.  Under the new proposed House Bill, work must begin within 180 days of bill being passed
which cuts federal tax credits. The Senate bill does not have the same requirement.
c. Under new proposed House Bill, ownership would have to be in place by 12/31/17.
3. Exterior
a. Storefront — Storefront can be modified to reflect the original configuration.
b. Exterior materials — Proposed to be repaired and cleaned only.
c. Canopy — Proposed to be repaired/replaced.
d. Flame — Proposed to be repaired.
e. Windows — Proposed to remain in place and sealed.
f.  Ext. Doors — Proposed to add doors within existing storefront configuration.
4. Core
a. Elevators — Pending code compliance, elevator finishes should be retained.
b. Stairs — Stairs should be brought into code compliance and retain as much historic character as
possible.
5. Mechanical equipment — All existing mechanical proposed to be removed.
6. Basement — Finished spaces preferred. If existing space is not finished, not required to add finishes.
7. Ground floor —
a. Retain lobby finishes and configuration.
b. Side exit circulation paths should remain in place, but finishes are not critical.
c. Future retail should be finished spaces.
8. Typical office floor

a. Retain the configuration and finishes in elevator lobbies and “wings”. The end of the wings
appear to have been modified and are not critical to maintain.
b. Corrugated glass should be retained where it currently exists.

Page 1 of 2




9. 5" floor
a. Historically a special use floor, no remnants of special use remain.
b. No requirement to restore special use.
10. 16" floor
a. Preferred historic components to be retained
i. Circulation path (main hallway)
ii. Doors along main hallway
iii. Primary spaces (President’s office)
iv. Elevator lobby
b.  Areas/components not required to be retained
i. Bathrooms
ii. Non-primary offices
c. Follow up approval — Plan should be provided in the THC application representing:
i. Floor plan treated differently than other floors.
ii. Historic components to be retained
11. Demolition — A general agreement was established that demolition could begin on all floors except for
the 16™.
-End of Mtg. Minutes —

This summarizes the discussions and decisions made at the meeting. Any modifications or additions to the
minutes should be forwarded in writing to this office within five (5) working days of their receipt.

Report By: Beverly Baldwin, submitted

Distribution: All attendees
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BLUE FLAME
UPDATED 11-21-2017

CURRENT TOTAL / AVG.

NO.OF | % OFUNIT (% BY BDRM. NO.OF | %OFBED | BATH/ | NO.OF |% OF BATH TOTAL SQ.
UNIT NAME UNITTYPE UNITS COUNT Tvee  |BEP/UNIT geps COUNT UNIT | BATH count | SQFT: FT. ° NOTES
E 0Bd/1Ba 2 2% 3% 0 0 0.0% 1 2 1.7% 705 1,410
F 0Bd/1Ba 2 2% 0 0 0.0% 1 2 1.7% 789 1,578
A (formerly H) 1Bd/1Ba 13 11% 1 13 11.2% 1 13 10.8% 781 10,153
B 1Bd/1Ba 30 25% 1 30 25.9% 1 30 25.0% 750 22,500
€ 1Bd/1Ba 30 25% 97% 1 30 25.9% 1 30 25.0% 668 20,040
D 1Bd/1Ba 30 25% 1 30 25.9% 1 30 25.0% 657 19,710
G 1Bd/1Ba 13 11% 1 13 11.2% 1 13 10.8% 673 8,749
TOTAL / AVG. 120 100% 100% 116 100.0% 120 100% 84,140

NEW TOTAL / AVG.

NO. OF % OF UNIT (% BY BDRM. NO.OF | % OF BED BATH/ | NO.OF | % OF BATH TOTAL SQ.

UNIT NAME UNIT TYPE UNITS COUNT TYPE BED/UNIT | "pepg COUNT UNIT BATH count | SQFT: FT. © NOTES
E 0Bd/1Ba 2 2% 2% 0 0 0.0% 1 2 1.7% 705 1,410
F 0Bd/1Ba 2 2% 0 0 0.0% 1 2 1.7% 789 1,578

A (formerly H) 1Bd/1Ba 8 7% 1 8 6.9% 1 8 6.7% 781 6,248 228 ?EAN,I\IORE

Al-ALT 1Bd/1Ba 12 10% 1 12 10.3% 1 12 10.0% 781 9,372 ORIGINAL =
B 1Bd/1Ba 24 20% 97% 1 24 20.7% 1 24 20.0% 750 18,000 27%
C 1Bd/1Ba 24 20% 1 24 20.7% 1 24 20.0% 668 16,032 SQUARE
D 1Bd/1Ba 36 30% 1 36 31.0% 1 36 30.0% 657 23,652 INESSATSE
G 1Bd/1Ba 12 10% 1 12 10.3% 1 12 10.0% 673 8,076
TOTAL / AVG. 120 100% 100% 116 100.0% 120 100% 84,368




SPECIFICATIONS AND BUILDING/UNIT TYPE CONFIGURATION

Unit types should be entered from smallest to largest based on "# of Bedrooms" and "Sq. Ft. Per Unit." "Unit Label" should correspond to the unit label or name used on the unit floor plan. "Building
Label" should conform to the building label or name on the building floor plan. The total number of units per unit type and totals for "Total # of Units" and "Total Sq Ft. for Unit Type" should match the

rent schedule and site plan. If additional building types are needed, they are available by un-hiding columns Q through AA, and rows 51 through 79.

Specifications and Amenities (check all that apply)

Building :Single Family Construction :SRO : Transitional (per §42(i)(3)(B)) :Duplex
Configuration (Check

all that apply): :Scattered Site :Fourplex E > 4 Units Per Building :Townhome
Development will have: Fire Sprinklers EElevators E # of Elevators Wt. Capacity

Number of Parking
Spaces(consistent with
Architectural Drawings):

Free Paid

Free Paid

::Shed or Flat Roof Carport Spaces :: Detached Garage Spaces
::Attached Garage Spaces
:Structured Parking Garage Spaces

:: Uncovered Spaces

Floor Composition/Wall Height: -% Carpet/Vinyl/Resilient Flooring

E% Ceramic Tile

Ceiling Height

:Upper Floor(s) Ceiling Height (Townhome Only)

: % Other Describe:
Total # of
Building Label BFB Residential
Number of Stories 17 Buildings
Unit Type Number of Buildings 1 1
. # of
Unit Bed- #of | Sq. Ft'. Number of Units Per Building Total # of |Total Sq Ft for Unit
Label Baths | Per Unit .
rooms Units Type
B 1 1 750 24 24 18,000
C 1 1 668 24 24 16,032
D 1 1 657 36 36 23,652
E 0 1 705 2 2 1,410
F 0 1 789 2 2 1,578
G 1 1 673 12 12 8,076
A 1 1 781 8 8 6,248
Al 1 1 781 12 12 9,372
Totals 120 - - - - - - - - 120 84,368

Supportive Housing Applicants Only

IO O

Net Rentable Square Footage from Rent Schedule

Enter the total development common area from the architect's plans:

Ensure that this number matches your architectural drawings.

The additional square footage allowed for Supportive Housing per 11.9(e)(2) is:

The lesser of these two numbers added to NRA:

Use this number to figure points under 11.9(e)(2)

6,000

84,368



DATE:

‘Blue Flame

EP BLUE FLAME, LP.
120 N. Stanton Street, El Paso, Texas
11.22.2017
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Footnotes:
! Anitemized description of all "other” costs must be included at the end of this exhibit.
% All Off-Site costs must be justified by a Third Party engineer in accordance with the Department's format provided in the Offsite Cost Breakdown form.

3 (HTC Only) Site Work expenses, indirect construction costs, developer fees, construction loan financing and other financing costs may or may not be included
in Eligible Basis. Site Work costs must be justified by a Third Party engineer in accordance with the Department's format provided in the Site Work Cost

Breakdown form.
* (HTC Only) Only fees paid to a consultant for duties which are not ordinarily the responsibility of the developer, can be included in Eligible Basis. Otherwise,

consulting fees are included in the calculation of maximum developer fees.

* (HTC Only) Provide all costs & Eligible Basis associated with the Development.
Y,
¢ {(HTC Only} Use the appropriate Applicable Percentages as defined in §10.3 of the Uniform Mutifamily Rules.



Exhibit G

Blue Flame Cost Schedule

Residential vs. Commercial Current Residential Commercial
205,228 sq.ft 159,236 5q ft 45,992 sq.ft
100% 78% 22%
ACQUISITION
Site acquisition cost 2,500,000 1950000 550,000

Existing building acquisition cost

Closing costs & acq. legal fees
Other (specify)
Other (specify)

Subtotal Acquisition Cost $2,500,000 $1,950,000 $550,000
OFF-SITES:

Off-site concrete

Storm drains & devices
Water & fire hydrants
Off-gite utilities

Sewer lateral(s)

Off-site paving
Off-site electrical
Other (specify)
Other (specify)

Subtotal Off-Sites Cost $0 $0 $0
SITE WORK:
Demolition

Rough grading

Fine grading

On-site concrete

Omn-site electrical

Om-site paving

On-site utilities

Decorative masonry

Bumper stops, striping & signs

0
Subtotal Site Work Cost $0 $0 $0
SITE AMENITIES:
Landscaping
Pool and decking
Athletic court(s), playground(s)
Fencing
Other (specify)
0
Subtotal Site Amenities Cost 50 $0 50

BUILDING COSTS:
Concrete [ 40,000 31,200 8,300
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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 expenses
Asbestos/LBP Testing/RPCA
FF&E

Subtotal Soft Cost

FINANCING:
CONSTRUCTION LOAN

Interest

Loan origination fees

Title & recording fees

Closing costs & legal fees

Inspection fees

Credit Report

Discount Points
Prepaid MIP

PERMANENT LOAN
Loan origination fees
Title & recording fees
Closing costs & legal
Bond premium
Credit report
Discount points
Credit enhancement fees
Prepaid MIP
Other (specify)

Other (specify)

BRIDGE LOAN
Interest
Loan origination fees
Title & recording fees
Closing costs & legal fees
Other (specify)

50,000 39,000 11,000

353,500 275,730 77,770

35,000 27,300 7,700

0

74,250 57,915 16,335

12,000 9,360 2,640

10,280 8,018 2,262

25,000 19,500 5,500

0

18,000 14,040 3,960

1,000 780 220

27,720 21,621 6,099

0

0

120,000 120,000 0

20,000 15,600 4,400

148,000 148,000 0

$2,275,529 $1,833,871 $441,658

816,838 637,133 179,705

117,750 91,845 25,905

85,000 66,300 18,700

75,000 58,725 16,275

18,000 14,040 3,960
0 0

0

24,000 18,720 5,280

0

117,750 91845 25,905

15,000 11700 3,300

35,000 27300 7,700

0 0

0

0

0

0

0

0

410,000 319,300 90,200

85,236 66,484 18,752

0 0

30,000 23,400 6,600

0




Other (specify) 0
OTHER FINANCING COSTS
Tax credit fees 65,250 65250 0
Tax and/or bond counsel 0
Payment bonds 0
Performance bonds 246,000 191,880 54,120
Credit enhancement fees 0
Mortgage insurance premiums 0
Cost of underwriting & issuance 0
Syndication organizational cost 10,000 10000 0
Tax opinion 0
Contractor Guarantee Fee 0
Developer Guarantee Fee 0
RAD Consultant 50,000 50,000 0
Historic Consultant 115,000 89,700 25,300'
Subtotal Financing Cost $2,315,824 $1,834,122 $481,702
DEVELOPER FEES:
Housing consultant fees 150,000 117,000 33,000
General & administrative 0
Profit or fee 3,965,665 3,212,385 753,280
Subtotal Developer's Fees $4.115,665 $3,329,385 $786,280
RESERVES:
Rent-up 0 0 I
Operating 564,247 564247 0
Replacement 0
Escrows 0
Subtotal Reserves $564,247 $564,247 $0
TOTAL HOUSING DEVELOPMENT COSTS | $36,450,878I $28,466,404| $7,984,474
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% of Total

HOUSING
TRUST
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HTF30%
HTFA0%
HTF50%
HTF60%
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HTF LI Total
MR

MR Total

HTF Total

DIRECT LOAN

30%
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HH/60%
HH/80%
[pirect Loan Ui Total |
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MR Total |

Direct Loan Total
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Total OT Units

120

% of LI % of Total |
TC30% 10% 10% 12
TCA0% 0
TC50% 20% 20% 24
HOUSING TCE0% 70% 70% 84
TAX HTC L Total 120
CREDITS EO ‘ 0
MR 0
MR Total 0
Total Units 120
MRB30% 0
MRB40% 0
MORTGAGE  |MRB50% ‘ 0
REVENUE MRB60% 3 0
BOND MRB LI Total 0
MRBMR 0
MRBMR Total 0
MRB Total 0
0 i 4
1 116
BEDROOMS 2 0
3 0
4 0
5 0

ACQUISITION + HARD
Cost Per Sq Ft

HARD
Cast Per Sq Ft

BUILDING
Cost Per Sq Ft

$107.50 entered there.

DO NOT USE THIS CALCULATION TQ

$ 134.80 | SCORE POINTS UNDER 11.9(e}(2). At the
end of the Development Cost Schedule,
$134.80 |you will have the ability to adjust your
eligible costs to qualify. Points will be
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MO HUNT

CADl mummms
March 5, 2018

Ryan Wilson

Franklin Development Companies
21260 Gathering Oak, Suitel01
San Antonio, TX 78260

Re:  Blue Flame Apartments, a 120-unit affordable housing development to be located at 120
N Stanton, El Paso, El Paso County, Texas, and developed, constructed, owned and
operated by Franklin Park Overlook, [.td., a Texas limited liability company (the
“Partnership™), in compliance with Section 42 of the Internal Revenue Code of 1986

("IRC")

Dear Mr. Wilson:

Thank you for providing Hunt Capital Partners, LL.C (“HCP”) the opportunity to present this
Letter of Intent Agreement. The following sets forth our proposal of the basic business terms to
be included in the Partnership by and between Hunt, or its designees as the Investor Limited
Partner (the “Limited Partner” or “LP”) and Paisano Blue Flame GP, LLC, a Texas limited
liability company (the "General Partner" or "GP") regarding the Project.

Investment Entity:

Tax Credits Available:

EP Blue Flame, LP., a Texas limited partnership (the
"Partnership"), with Paisano Blue Flame GP, LLC as
General Partner with a 0.01% ownership interest in the
Partnership and Hunt Capital Partners, LLC or its
designated affiliate, as Limited Partner with a 99.99%
ownership interest in the Partnership.

$1,494,828 (“projected LIHTCs™)
The LP is acquiring 99.99% of the partnership’s tax credits
with annual housing credit allocation of $1,494,828

$6,702,354 (“projected federal HTCs™)
The LP is acquiring 99.99% of the partnership’s federal
historic tax credits

$8,377,942 (“projected state HTCs™)
The LP is acquiring 100% of the partnership’s state historic
tax credits

15910 Ventura Boulevard, Suite 1100 * Encino, California 91436 = P: (818) 380-6100 « F: (818) 380-6101



Ryan Wilson

Blue Flame Apartments
March 5, 2018

Page 2 of 6

Net Credit Price to Partnership.

Net Capital Contribution:

Equity Proceeds Pay-In Schedule:

$0.92 (Federal LIHTC)
$0.92 (Federal Historic)
$0.90 (State Historic)

$13,751,041 (Federal LIHTC)
$6,166,166 (Federal Historic)
$7,540,148 (State Historic)

Based on the terms of this letter agreement and the
information, projections, and assumptions you have
provided to us, equity contributions will be made to the
Partnership by the LP in the percentages set forth below:

I. 25% will be funded at (a) the Limited Partner's
admission into the Partnership, (b) closing and initial
funding of all of the construction financing for the
Project, (¢) receipt of the commitments for all of the
permanent financing, and (d) receipt of the LIHTC
allocation; such funds shall be used to fund hard and
soft development costs.

2. 25% will be funded upon the later to occur of: (a)
satisfaction of all conditions precedent to the payment
set forth in paragraph (1), and (b) 50% construction
completion as certified by project architect; such funds
shall be used to fund hard and soft development costs.

3. 25% will be funded upon the later to occur of: (a)
satisfaction of all conditions precedent to the payment
set forth in paragraphs (1) and (2) and (b) 100%
construction completion as certified by project
architect; such funds shall be used to fund hard and soft
development costs.

4. 100% of State HTC will be funded upon the later to
occur of: (a) satisfaction of all conditions precedent to
the payment set forth in paragraphs (1) and (2) and (b)
100% construction completion as certified by project
architect; such funds shall be used to fund hard and soft
development costs.
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Obligations of the General
Partner and Guarantor(s):

5. 20% will be funded upon the later to occur of: (a)
satisfaction of all conditions precedent to the payments
set forth in paragraphs (1), (2) and (3), (b) the issuance
of final Municipal or County Occupancy Certificates,
(c) receipt of the certification of qualified expenditures
by an independent certified public accountant, (d) 90%
qualified occupancy for three consecutive months
(“Stabilized Operations™), and (e) funding of the
Permanent Loan; such funds shall be used to fund
initial operating deficit reserves and any remaining hard
and soft costs.

6. 5% will be funded upon the later to occur of: (a)
satisfaction of all conditions precedent to the payment
set forth in paragraphs (1), (2), (3) and (4), (b) the
issuance of all Treasury Forms 8609, and (c) receipt of
the federal income tax return and K-1s for the
Partnership; such funds shall be used to fund and any
soft development costs.

Operating Deficit Guaranty: The GP and Guarantors will
guarantee and agree to loan to the Partnership sufficient
funds, for a period of 60 months following the date
stabilized operations is achieved (the "Operating Deficit
Guarantee Period"), to fund operating deficits.

Development Completion  Guaranty: The GP and

Guarantors will guarantee completion of construction of the
Project substantially in accordance with plans and
specifications approved by Hunt Capital Partners, LLC,
including, without limitation, a guaranty: (1) to pay any
amounts needed in excess of the construction loan and
other available proceeds to complete the improvements;
and (ii) to pay operating deficits prior to the conclusion of
Project construction.

Credit Adjusters: The GPs will provide that, if in any year
actual credits are less than Projected Credits, then LP shall
be owed an amount necessary to preserve its anticipated
return based on the Projected Credit.

The obligations of the GP shall be guaranteed by GP,
Developer and its principals (the “Guarantors™).
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Asset Management Fee (AMF):
Syndicator Costs:

Developer Fee:

Cash Flow Split:

Residual Split:

$7,500 annually
$60,000

Of the total developer fee of $4,115,656 it is expected that
$4,115,665 will be earned and paid and $0 will be deferred.

Cash Flow to the Partnership shall be distributed as
follows:

a. To the LP, to make any tax credit adjuster payment not
previously made;

b. To the payment of any debts, excluding any unpaid
Development Fee, owed to the Partners and/or their
affiliates, until all such debts have been paid in full;

c. To the payment of the AMF plus all accrued AMF
unpaid from prior years;

d. 100% to the payment of any unpaid Development Fee,
until such fee has been paid in full;

e. The balance, 90% to the GP as an Incentive Property
Management Fee and 10% to the partners in accordance
with their ownership percentages.

All tax profits, losses, and credits from operations will be
allocated 0.01% to the GP and 99.99% to the L.P.

From Refinancing or Sale. Taxable profits and/or losses
from a sale of the Property will be allocated among the
Partners of the Partnership to adjust capital accounts as
required by the Internal Revenue Code and in accordance
with sale proceeds distributions.

Sale and Refinancing Proceeds will be distributed as
follows:

a. Payment in full of all Partnership debts except those
due to Partners and/or their affiliates;

b. To the LP, to make any tax credit adjuster payment not
previously made;

¢. To the payment of any debts owed to Partners and/or
their affiliates until all such debts have been paid in
full, and GP’s capital contribution;
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Replacement Reserves:

Other Terms and Conditions:

d. The balance, 90% to the GP and 10% to the LP.

$350/unit/year
1) Proof of award and allocation of LIHTC.

2) The GP must have a firm commitment for a fixed-
rate permanent first mortgage with terms, conditions and a
Lender acceptable to the Limited Partner. It is anticipated
that the following construction and perm sources will be
provided to the project:

- A 24-month construction loan provided by Citi
Community Capital in the amount of
$16,480,312.

- A 35-year permanent loan provided by Citi
Community Capital in the amount of $3,060,000
at a 5.50% interest rate and a 35-year
amortization.

- A 50-year non-amortizing construction and
permanent loan provided by HACEP in an
amount up to $5,933,523 at a 3% interest rate.

3) Receipt, review, and approval of market study,
environmental and geological reports, plans and
specifications, contractor and such other conditions which
are customary and reasonable for an equity investment of
this nature and amount;

4) The Capital Contributions are determined on the
projected credits delivered to Hunt based on the lease-up
schedule provided to Hunt by the GP. Any changes in the
timing of construction and/or lease-up may impact the
timing and amounts of Capital Contributions.

5) Final Approval of the transaction by HCP’s
Investment Committee and approval of the transaction
yield and tax rate assumptions by HCP’s Investor.

[THE REMAINDER OF THIS PAGE HAS BEEN INTENTIALLY LEFT BLANK]

In recognition of the time and expense to be spent by Hunt in evaluating this transaction prior to
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closing, the GP will deal exclusively with Hunt with respect to the transactions noted in this firm
commitment letter until this firm commitment letter is terminated by either party. You hereby
confirm that no other party presently has any right to acquire an interest in the Property or the
Partnership.

Please execute and promptly return to us a copy of this commitment letter. The terms herein
shall expire 10 business days after the date of this letter if your signed copy has not been
received by us.

Sincerely,
Te— !, -~
? ‘»:__,L_q._‘,.ﬁ__,_ —
Dana Mayo

Executive Vice President
Hunt Capital Partners, LLC

AGREED and ACCEPTED:

Paisano Blue Flame GP, LL.C

By:

Date
Name:

Title:

Cc: Omar Chaudhry (Hunt Capital Partners)
Bryce Tobias (Hunt Capital Partners)
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TERM SHEET

Multifamily Rental Developments with Rent Restrictions
New Construction and/or Substantial Rehabilitation and/or Term Mortgages

Blue Flame
February 12,2018

NOTE: This Term Sheet constitutes a brief summary of certain, but not all, transaction terms and conditions for
discussion purposes only. The summary that follows is subject to credit approval and does not constitute an offer or
commitment.

In connection with this Term Sheet, CITI will be acting solely as a principal and not as your agent, advisor or
fiduciary. CITI has not assumed a fiduciary respousibility with respect to this Term Sheet, and nothing in
this transaction or in any prior relationship between you and CITI will be deemed to create an advisory,
fiduciary or agency relationship between us in respect of this Term Sheet. You should consider carefully
whether you would like to engage an independent advisor to represent or otherwise advise you in connection
with this Term Sheet, if you have not already done so.

PRELIMINARY LOAN TERMS
Transaction
Summary: Citibank, N.A. (“CITI”) proposes to arrange a construction/permanent loan (the “Loan”)

to the Borrower (defined below) in connection with the acquisition and construction of
the Property described below.

Property: An adaptive re-use acq/rehab, multifamily project to contain 120 units located in Fl Paso,
Texas. This existing property is currently known as “Blue Flame” (the “Property.™)

Set-Asides: 100% of the units are reserved for individuals or families whose income is no greater
than 60% of Area Median Income (“AMI”).

Applicant: Franklin Development and Paisano Housing Redevelopment Corp

Borrower: A single asset entity whose manager or general partner is the Applicant or an affiliate of
Applicant.  Borrower entity, its constituent entities and its operating/partnership
agreement must be acceptable to CITI in all respects.

LIHTC Investor/

Syndicator: If applicable, the Low Income Housing Tax Credit (“LIHTC”) Investor / Syndicator, the
upper tier investor(s) and the terms and conditions of the parmership/operating agreement
must be acceptable to CITI in all respects including, particularly, the timing of and
conditions to funding capital contributions.

Guarantor(s): Aubra Franklin and relevant related corporate entities acceptable to CITI in all respects
until perm conversion and Paisano Housing Redevelopment thereafter. The Guarantor’s
financial condition must be acceptable to CITI in all respects.



Term Sheet - CITI Taxable Construction-Perm Loan

Blue Flame - El Paso,TX
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Subordinate Debt:

Loan Security:

Construction Phase

Recourse Guarantees:

Guarantees,
Permanent Phase:

Environmental
Indemnity:

Closing:

Closing Date:

CONSTRUCTION PHASE

Construction Phase
Loan Amount:

Term:

Construction Phase
Interest Rate:

Availability:

Loan in Balance:

If applicable, the sources of subordinate debt and the subordinate loan documents must
be acceptable to CITT in all respects. All subordinate debt must fund prior to Loan
funding unless CITT approves other arrangements.

First lien on land and any improvements or first leasehold interest, UCC filings for
fixtures; assighment of all leases and rents; and, a first priority collateral assignment of
all contracts, management agreements, and other agreements and all permits relating to
the Property.

Prior to conversion of the Loan to the Permanent Phase (described below) and during the
Construction Phase (described below), the Loan will be fully recourse to the Borrower
and to the Guarantor(s) and Completion and Repayment Guarantees are required from the
Borrower and the Guarantor(s).

None, except for industry standard carve outs (“Carve Outs”). Carve Outs include
guarantees against fraud, misrepresentation, bankruptcy and environmental issues.

Borrower and Guarantor(s) will be liable for CITT’s standard environmental indemnity.

Closing is subject to full satisfaction of CITI’s standard due diligence, underwriting and
credit approval processes, and the execution and delivery of all required loan
documents, delivery of opinions, payment of fees and other customary requirements.

May, 2018 (estimated)

An amount, currently estimated to be $16,480,312, but in any event, an amount not to
exceed 80% of costs budgeted for the Construction Phase,

30 months, plus one 6-month extension(s). Fees for the extension(s) are indicated below
under “Fees & Expenses.”

Variable rate equal to one month LIBOR (which shall have a floor of 0.00%) plus a
spread of 2.50%, (“Construction Phase Interest Rate™). Rate adjusts monthly. Currently,
one month LIBOR is trading at approximately 1.60%, for an all-in rate of 4.10%. Pricing
is based on current market conditions and is subject to change.

Loan proceeds will be advanced to Borrower on a “draw down” basis upon receipt of a
written request from Borrower, supported by documentation acceptable to CITL
Borrower will be required to submit a loan budget worksheet with each draw request
tracking all Property sources and uses of funds. Draw requests limited to one per month.

The loan must remain “in balance” during the Construction Phase. “In balance” means
that (1) the funds available during the Construction Phase (from the Loan and all other
debt and equity sources) are sufficient to complete the construction or rehabilitation of
the Property and all other expenses reasonably expected to be necessary to achieve the
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Amortization:

Prepayment and
Yield Maintenance:

Interest Reserve:

Budget and

Contingencies:

General Contractor and
Bonding Requirements:

conditions for conversion of the Loan to the Permanent Phase; and (2) the sources
available at Conversion are sufficient to pay down the Construction Phase loan amount
to the Permanent Phase loan amount, along with any other funding requirements for
Conversion.

None. Payments on the Loan during the Construction Phase will be interest only.

Voluntary prepayment of Loan principal amounts during the Construction Phase,
including those as a result of 2 Borrower default, may be made without prepayment fee or
penalty unless the Construction Phase Loan Amount is reduced to less than the
Permanent Phase Loan Amount (as defined below).

If the prepayment reduces the Loan amount to an amount less than the Permanent
Phase Loan Amount, the Borrower shall pay the greater of: (i) 1% of the amount of the
Loan prepaid below 100% of the Permanent Phase Loan Amount; or (ii) CITI's
standard yield maintenance amount on the amount of the L.oan prepaid below 100% of
the Permanent Phase L.oan Amount.

In the event that a Loan prepayment resulting from a Loan resizing, as determined by
CITI in its sole discretion, reduces the Loan amount to an amount less than the
Permanent Phase Loan Amount, the Borrower shall pay the greater of: (i) 1% of the
amount of the Loan prepaid below 90% of the Permanent Phase Loan Amount; and (ii)
CITI’s standard yield maintenance amount on the amount of the Loan prepaid below
90% of the Permanent Phase Loan Amount.

Notwithstanding any of the above, in the event the amount of such prepayment would
cause the Loan amount to fall below 50% of the Permanent Phase Loan Amount, the
Borrower shall be required to repay the Loan in full plus the greater of: (i) 1% of the
amount of the Loan repaid below 90% of the Permanent Phase Loan Amount; and (ii)
CITD’s standard yield maintenance amount on the amount of the Loan repaid below
90% of the Permanent Phase Loan Amount.

If Borrower prepays Loan principal amounts through the application of insurance
proceeds or a condemnation award, no prepayment fee shall be payable to CITI

Calculated at the Construction Phase Interest Rate noted above, plus a cushion acceptable
to CITI at time of final Credit approval. Currently, CITI is underwriting with a cushion
of 1.0%. The Interest Reserve will be sized based on an analysis of the projected draw
schedule for the Loan during the Construction Phase.

The budget for the Construction Phase, including all budget line items, is subject to
CITI approval. The budget shall include a hard cost contingency of no less than 5% of
budgeted hard costs for new construction projects and no less than 10% of budgeted
hard costs for rehabilitation projects. The budget shall include a soft cost contingency
of no less than 5% of budgeted soft costs, excluding 1) soft costs incurred prior to or in
connection with closing; 2) interest reserve and bank fees; 3) capitalized operating
reserve deposits and other costs that may be due in connection with Conversion for
which specific sources are identified; and 4) developer fees.

The general contractor and the construction contract must be acceptable to CITL It is
anticipated that the general contractor will be a related party to the Borrower and given
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Retainage:

PERMANENT PHASE

Permanent Phase
Loan Amounts:

Term/Amortization:

Yield Maintenance
Period:

Permanent Phase
Interest Rates:

Conversion to
Permanent Phase
Requirements:

Debt Service Coverage:

Loan-to-Value:

Replacement Reserve:

the financial strength and experience of the Guarantor (subject to review and approval by
CITI in its sole discretion), CITI will not require a payment and performance bond or
letter of credit from the general contractor. However, CITI will require the completion
and repayment guarantees noted above.

Construction contract will provide for a minimum retainage of 10% of each construction
pay application until 50% construction completion is achieved, and zero retainage
thereafter, unless other arrangements have been approved by CITIL. All retained amounts
will be released upon final, lien-free completion of construction, as approved by CITIL

An amount currently estimated to be in the maximum amount of $3,060,000 or such
other loan amount supported by CITD’s underwriting of the Property at the time of
Conversion in accordance with CITI’s underwriting requirements including those listed
below. If at the time of Conversion the Permanent Phase Loan is determined to be lower;
the Applicant will be required to pay the loan down to the supportable amount.

15/35 years

From Closing until 6 months prior to the end of the Permanent Phase.

Fixed rate equal to the 10-year Treasury yield plus a spread of 3.25%. Currently, 10-year
Treasury is trading at approximately 2.85%, for an all-in rate of 6.10%. Pricing is based
on current market conditions and is subject to change. The rate will be committed at the
time of closing of the Construction Phase financing.

Conversion requirements include completion of construction and 90% physical
occupancy of Project for three consecutive calendar months. CITI will review the
Property’s net operating income to determine the maximum Permanent Phase Loan
Amount based on the Debt Service Coverage and Loan-to-Value noted below.

A minimum of 1.15 to 1.00.

90% of market value, based on restricted rents and inclusive of value of permanent below
market financing (if applicable), assuming project rents on 80% or more of the units are
discounted to a level at least 10% below market. Otherwise, 85%.

Upon Conversion, Borrower will be required to fund a Replacement Reserve for each of
the first five years following Conversion in a minimum amount of $250/unit/year for new
construction projects or, for renovation projects, in an amount determined by a Physical
Needs Assessment acceptable to CITI, but in a minimwun amount of $300/unit/year. For
each successive five year period thereafter until Loan maturity, the Replacement Reserve
level will be determined by a new Physical Needs Assessment acceptable to CITL.
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Taxes and Insurance:

OTHER

Appraisal, Environmental,

Plan/Cost Reviews:

Property Tax

Abatements, Incentives:

Developer Fee:

FEES & EXPENSES

Application Fee:

Origination Fee:

CITT Legal Fees (es?):

Course of Construction
Inspections (es?):

Construction Term
Extension Fee:

Commencing upon Conversion, real estate taxes and insurance premiums must be
escrowed with the Loan servicer (the “Servicer”) on a monthly prorated basis in an
amount sufficient to enable the Servicer to pay (at least 30 days before due) all taxes,
assessments, insurance premiums or other similar charges affecting the Property.

Appraisal and Plan/Cost Review reports will be commissioned and reviewed by CITL
CITI may rely upon environmental reports commissioned by Borrower if report is current
(within 12 months) and CITI has been provided evidence of acceptable E&O insurance
coverage carried by Borrower’s environmental consultant and a reliance letter in form
acceptable to CITI. Appraisal, environmental condition and plan/cost reviews must be
acceptable to CITI in all respects.

All documentation related to any tax abatement or tax incentives must be acceptable to
CITI in all respects.

Any developer fee paid prior to conversion to the Permanent Phase shall be pre-approved
by CITT in its sole discretion.

$25,000, which amount shall be non-refundable (if applicable, except as set forth in the
“Exclusivity” section of the Loan Application) and due and payable upon acceptance of a
Loan Application. This fee is applicable toward third party reports, loan underwriting
and processing (in the minimum amount of $5,000), and CITI’s initial legal fees.
Applicant is responsible for the payment of all reasonable costs incurred in connection
with the underwriting, processing and/or closing of the Loan (including CITI legal fees).

A non-refundable Origination Fee equal to 1.00% of the Construction Phase loan amount
plus 1.00% of the estimated Permanent Phase loan amount (the “Origination Fee’) shall
be earned in full by CITI upon the closing of the Loan, and is due and payable at that
time.

Estimated fees of CITI’s counsel for the mitial closing is $50,000 and assumes no
significant negotiation over CITI’s form documents. A portion of the Application Fee
will be applied to initial CITI counsel fees. Applicant agrees to make a supplemental
deposit to cover CITU’s counsel fees once the drafting of legal documentation
commences, if requested.

Fees of CITI’s counsel for work associated with conversion of the Loan to the Permanent
Phase are estimated to be $7,500.

$TBD/monthly report.

0.25%
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Conversion Fee
and Expenses: A Conversion fee equal to $10,000 will be charged by CITL. Other expenses, including
insurance review, site inspection and loan servicer set-up fees are estimated to be $5,000.

Other Costs: Applicant is responsible for costs of survey, title insurance policy, hazard insurance
policy, tax escrow fee and all other normal and customary loan closing expenses.

Term Sheet
Expiration Date: Fifteen (15) days after the date hereof, unless attached to a Preliminary Application letter.
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This Term Sheet is an indication of our proposal to finance the Property. It is understood and agreed that this Term Sheet does
not, in any manner, constitute a commitment to lend. The financing documents evidencing the Loan will be in separate
documents and will contain terms and conditions that may be in addition to or in substitution of those set forth in this Term Sheet.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate
definitive written agreements. This Term Sheet is not a commitment to lend, syndicate a financing, underwrite or purchase
securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By
accepting this presentation, subject to applicable law or regulation, you agree to keep confidential the existence of and proposed
terms for any transaction contemplated hereby (a “Transaction”).

The provision of information in this Term Sheet is not based on your individual circumstances and should not be relied upon as
an assessment of suitability for you of a particular product or transaction. Even if CITI possesses information as to your
objectives in relation to any transaction, series of transactions or trading strategy, this will not be deemed sufficient for any
assessment of suitability for you of any transaction, series of transactions or trading strategy.

This Term Sheet is provided for information purposes and is intended for your use only. Except in those jurisdictions where it is
impermissible to make such a statement, CITI hereby informs you that this Term Sheet should not be considered as a solicitation
or offer to sell or purchase any securities or other financial products. This Term Sheet does not constitute investment advice and
does not purport to identify all risks or material considerations which should be considered when undertaking a transaction, CITI
makes no recommendation as to the suitability of any of the products or transactions mentioned. Any trading or investment
decisions you take are in reliance on your own analysis and judgment and/or that of your advisors and not in reliance on us.

CITI often acts as (i) a market maker; (ii) an issuer of financial instruments and other products; and (iii} trades as principal in
many different financial instruments and other products, and can be expected to perform or seek to perform investment banking
and other services for the issuer of such financial instruments or other products. The author of this Term Sheet may have
discussed the information contained herein with others within or outside CITI and the author and/or such other CITI personnel
may have already acted on the basis of this information (including by trading for CITI's proprietary accounts or communicating
the information contained herein to other customers of CITI). CITI, CITI's personnel (including those with whom the author may
have consulted in the preparation of this Term Sheet), and other customers of CITI may be long or short the financial instruments
or other products referred to in this Term Sheet, may have acquired such positions at prices and market conditions that are no
longer available, and may have interests different from or adverse to your interests.

CITI is required to obtain, verify and record certain information that identifies each entity that enters into a formal business
relationship with CITL CITI will ask for your complete name, street address, and taxpayer ID number. CITI may also request
corporate formation documents, or other forms of identification, to verify information provided.

Although Citibank, N.A. (together with its subsidiaries and branches worldwide, "Citibank") is an affiliate of CITI, you should be
aware that none of the financial instruments or other products mentioned in this term sheet (unless expressly stated otherwise) are
(i) insured by the Federal Deposit Insurance Corporation or any other governmental authority, or (ii) deposits or other obligations
of, or guaranteed by, Citibank or any other insured depository institution.

IRS Circular 230 Disclosure: CITI and its employees are not in the business of providing, and do not provide, tax or legal
advice to any taxpayer outside of CITL. Any statements in this term sheet regarding tax matters were not intended or written to be
used, and cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should
seek advice based on the taxpayet’s particular circumstances from an independent tax advisor.

© 2018 Citigroup Global Markets [nc. Member SIPC. All rights reserved. CITI and Arc Design are trademarks and service marks
of Citigroup Inc. or its affiliates and are used and registered throughout the world.



¥y Housing Authority
o\ of theCity of EIPaso

March 5. 2018

Paisano I1lousing Redevelopment Corporation
5300 E. Paisano Dr.
El Paso, TX 79905

RE: Gap Financing Commitment Letter for EP Blue Flame. LLP
To Whom It May Concern:

The Housing Autharity of the City ol EI Paso commits to funding the gap in the development financing
for the EP Blue Flame, LP development of Blue Flame, a 120 unit development. The gap loan of up to
$5.933.523 will be in the form of a cash-flow contingent, non-amortizing loan which carries an interest
rate of 3.00% to the Paisano Housing Redevelopment Corperation, a public facilities corporation. The
loan witl have a term of 50 years.

St BRaSKar
! Chiel Operating Officer, Housing Authority of the City of El Paso, Texas
5300 E. Paisano Dr.
El Paso. TX 79905
Phone: (915) §49-3730
Email: sbhaskar@hacep.org

5300 E. Paisano Dr., Ef Paso, Texas 79905-2931 / P.O. Box 9895, El Paso, Texas 79995-2895 Jf Voice/TDD (915) 849-3737
www.hacep.org
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AUG 04 2016

Gerald Cichon

Executive Director

Housing Authority of the City of El Paso
5300 E. Paisano Drive

El Paso, TX 79905

Dear Mr. Cichon:

Thank you for your application under the Rental Assistance Demonstration (RAD) for the
conversion to Project Based Rental Assistance of 139 units at the following PIC Development
TX003000014, RUBEN SALAZAR PARK.

We are pleased to approve your request for conversion as described in the application,
subject to the conditions below.

This award letter serves as the Department’s Commitment to Enter into a Housing
Assistance Payments (CHAP) for the above-referenced project, provided the Owner meets all
the requirements contained in the PIH Notice 2012-32, Revision 2 (“Notice”) and all
subsequent revisions. In addition, the owner must comply with all “CHAP Milestones”
identified in section 1.12 of the Notice as applicable.

This award is issued pursuant to the Consolidated and Further Continuing
Appropriations Act, 2012, Pub. L. No. 112-55, approved November 18, 2011 and the
Consolidated and Further Continuing Appropriations Act of 2015 (P.L. 113-235), approved
December 6, 2014; section 8 of the United States Housing Act of 1937 (Act), 42 U.S.C. 1437
et seq.; and the Department of Housing and Urban Development Act, 42 U.S.C. 3531 et seq.
The purpose of this award is to begin the process of effectuating the conversion of Public
Housing to a form of project-based assistance under section 8 of the Act. This award cannot be
transferred without the prior written consent of HUD.

In order to convert your project, the PHA must fulfill the CHAP milestones and deadlines
identified in section 1.12 of the Notice. HUD will rely solely on documents and certifications
the PHA submits through the RAD Resource Desk to monitor compliance with CHAP
milestones. If HUD, in its sole judgment, determines that the PHA fails to meet any of the
requirements, the CHAP will be revoked, unless the PHA submits and HUD approves a request

www.hud.gov espanol.hud.gov




for a deadline extension. Any extension request must include both a justification and an
explanation of why failure to meet the milestone will not jeopardize the PHA’s ability to
complete the RAD conversion. Approval of any request for an extension is at HUD’s sole
discretion.

Within 30 days of CHAP issuance, you must confirm your acceptance of a CHAP by
submitting an application into the Inventory Removals module in PIC in order to identify
the units that will be removed from public housing Annual Contributions Contract (ACC) when
the project completes conversion. HUD has made instructions for submiiting a Removal
Application into PIC available at www.hud.gov/rad.! Failure to submit a Removal application
into PIC will result in a suspension of the CHAP and a revocation if not corrected within a
reasonable time period. Contact your PIH Field Office if you have any questions about this
submission.

As the award is a conditional commitment by HUD, HUD reserves the right to revoke or
amend its commitment at any time prior to closing if HUD, in its sole judgment, determines that
any of the following conditions are present:

any of the contract units were not eligible for selection;

the proposed conversion is not or will not be financially feasible;
the Owner fails to meet any applicable deadline;

the Owner fails to cooperate;

there is any violation of program rules, including fraud; or

the terms of the conversion would be inconsistent with fair housing and civil rights laws
or a fair housing or civil rights court order, settlement agreement, or voluntary
compliance agreement.

mmo oW

This award shall be interpreted and implemented in accordance with all statutory
requirements, and with all HUD requirements, including amendments or changes in HUD
requirements, the Notice, and all other applicable RAD guidance.

As you start the process of conversion, we urge you to continue to maintain an open
dialogue with your residents and local officials. If you have any questions or concerns regarding

! See http://portal.hud.gov,-’hudportal/documents/huddoc?id=RADPICinventory removal.pdf




the conversion process or fulfilling the CHAP Milestones, please contact your RAD Transaction

Manager.
SinZle,
M
emine A. Brjyon ‘
General Deputy Assistant Secretary
Office of Public and Indian Housing
Enclosure

CC: Satish Bhaskar




EXHIBIT A

IDENTIFICATION OF UNITS (“CONTRACT UNITS”)
BY SIZE AND APPLICABLE CONTRACT RENTS

The Contract Rents below for the subject project were determined in accordance with
PIH Notice 2012-32, REV-1 based on Fiscal Year 2012 Federal Appropriations and assumptions
regarding applicable rent caps. The final RAD contracts rents, which will be reflected in the
RAD HAP contract, will be based on Fiscal Year 2012 Federal Appropriations, as well as
applicable program rent caps and Operating Cost Adjustment Factors (OCAFs), and, as such,
may change.
Existing PIC Development Number: TX003000014
Updated PIC Development Number* (for tracking purposes only): TX003000014G
Updated PIC Development Name* (for tracking purposes only): RUBEN SALAZAR

PARK G
Number of Number of Contract Rent Utility Gross Rent
Contract Units Bedrooms Allowance
4 0 $623 $0 $623
118 1 $668 $0 $668
9 2 $797 $39 $836
6 3 $1,142 $46 $1,188
2 5 $1,559 $0 $1,559

Please note that this rent schedule includes the 2014, 2015 and 2016 OCAF adjustments
that the PHA is eligible for, and will be confirmed during the Financing Plan review.

*The revised PIC and Project name are only applicable as references for the RAD
conversion. No formal changes to PIC have been made.




Blue Flame Apartments
El Paso, Texas
Organizational Structure




Blue Flame Apartments
El Paso, Texas
Organizational Structure
Developer




Blue Flame Apartments
El Paso, Texas
Organizational Structure




Previous Participation Form

Form must be completed separately for each entity (i.e. person, organization, etc.) that has or will have a controlling interest or oversight in
the contract, award, agreement, or ownership transfer being considered. This form should also be completed for each board member,
individual with signature authority, executive director, or elected official that represents the person/entity (as applicable).

Person/Role: EPR3 Blue Flame GP, LLC -- General Partner

Email Address: tdeloye@hacep.org

City & State of Home Addr: El Paso, TX 5300 E. Paisano Drive, El Paso, TX 79905
Applicant Legal Name: EPR3 Blue Flame GP, LLC

1. List experience with all TDHCA rental development programs (including: HTC, HTC Exchange, Direct Loan (HOME, TCAP, RHD), and
BOND) that you have controlled at any time.

m By selecting this box | certify that | have no prior experience with any TDHCA administered affordable rental program.

Control Control
Property Name Property City Program began End
(mm/yy) | (mm/yy)

TDHCA
ID#

NA

2. Identify all Community Affairs and Single Family department programs that you have participated in within the last three(3) years by
placing an "x" next to the program name.

m By selecting this box | certify that | have no prior experience with any TDHCA Single Family or Community Affairs Programs.

. . CEAP DOE HHSP WAP |
Community Affairs:

CSBG ESG LIHEAP

CFDC HBA PWD TBRA |
HOME:

DR HRA SFD
HTF/OCI: AYBR Bootstrap CFDC Self-Help
Other: NSP
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Previous Participation Form

Form must be completed separately for each entity (i.e. person, organization, etc.) that has or will have a controlling interest or oversight in the
contract, award, agreement, or ownership transfer being considered. This form should also be completed for each board member, individual with
signature authority, executive director, or elected official that represents the person/entity (as applicable).

Person/Role: Aubra Franklin

Email Address: edgar@franklinmgt.net
City & State of Home Addr: San Antonio, Texas
Applicant Legal Name: EP Blue Flame, LP

1. List experience with all TDHCA rental development programs (including: HTC, HTC Exchange, Direct Loan (HOME, TCAP, RHD), and BOND)
that you have controlled at any time.

D By selecting this box | certify that | have no prior experience with any TDHCA administered affordable rental program.

TDHCA Coittrol e osrol End
Property Name Property City Program began
ID# (mm/yy)
(mm/yy)
8190 Sutton Oaks San Antonio HTC Apr-09
8401 Artisan at Creekside San Antonio HTC Jan-08
60417 Artisan at Salado Falls San Antonio HTC Nov-06
12004 The Park at Sutton Oaks San Antonio HTC Feb-11
10014 Artisan at Port Isabel Port Isabel HTC Aug-11
15134 Artisan at Judson Road San Antonio HTC May-15
600409 |Artisan at Mission Creek San Antonio HTC May-06
4448 Artisan at Willow Springs San Antonio HTC Sep-04
3463 Artisan at Rush Creek San Antonio HTC Jan-04
2471 Rancho Sierra San Antonio HTC Jan-04
3176 Artisan at Salado Creek San Antonio HTC Aug-03
4992 Artisan on the Bluff San Antonio HTC Nov-04
3434 Artisan Ridge Dallas HTC Nov-03
16354 Gonzalez Apartments El Paso HTC Sep-17

2. Identify all Community Affairs and Single Family department programs that you have participated in within the last three(3) years by
placing an "x" next to the program name.

E By selecting this box | certify that | have no prior experience with any TDHCA Single Family or Community Affairs Programs.

Community Affairs: Sl DOE HHSP wAP |
CSBG ESG LIHEAP
HOME: CFDC HBA PWD TBRA |
DR HRA SFD
HTF/OCI: AYBR Bootstrap CFDC Self-Help
Other: NSP




Previous Participation Form

Form must be completed separately for each entity (i.e. person, organization, etc.) that has or will have a controlling interest or oversight in the
contract, award, agreement, or ownership transfer being considered. This form should also be completed for each board member, individual with
signature authority, executive director, or elected official that represents the person/entity (as applicable).

Person/Role: Franklin Development Properties, Ltd / FDLGP LLC
Email Address: edgar@franklinmat.net

City & State of Home Addr: San Antonio, Texas

Applicant Legal Name: EP Blue Flame, LP

1. List experience with all TDHCA rental development programs (including: HTC, HTC Exchange, Direct Loan (HOME, TCAP, RHD), and BOND)
that you have controlled at any time.

D By selecting this box | certify that | have no prior experience with any TDHCA administered affordable rental program.

Control
Lo Property Name Property City Program t:)egan Ciialann
ID# (mm/yy)

(mm/yy)

8190 Sutton Oaks San Antonio HTC Apr-09

8401 Artisan at Creekside San Antonio HTC Jan-08

60417 Artisan at Salado Falls San Antonio HTC Nov-06

12004 The Park at Sutton Oaks San Antonio HTC Feb-11

10014 Artisan at Port Isabel Port Isabel HTC Aug-11

15134 Artisan at Judson Road San Antonio HTC May-15

600409 |Artisan at Mission Creek San Antonio HTC May-06

4448 Artisan at Willow Springs San Antonio HTC Sep-04

3463 Artisan at Rush Creek San Antonio HTC Jan-04

2471 Rancho Sierra San Antonio HTC Jan-04

3176 Artisan at Salado Creek San Antonio HTC Aug-03

4992 Artisan on the Bluff San Antonio HTC Nov-04

3434 Artisan Ridge Dallas HTC Nov-03

2. Identify all Community Affairs and Single Family department programs that you have participated in within the last three(3) years by

placing an "x" next to the program name.

m By selecting this box | certify that | have no prior experience with any TDHCA Single Family or Community Affairs Programs.

. " CEAP DOE HHSP WAP I
Community Affairs:
CSBG ESG LIHEAP
HOME: CFDC HBA PWD TBRA |
DR HRA SFD
HTF/OCI: AYBR Bootstrap CFDC Self-Help
Other: NSP




Applicant Credit Limit Documentation and Certification (Competitive HTC Only)

Pursuant to §11.4(a) of the Qualified Allocation Plan, the Department shall not allocate more than $3 million of Competitive Housing Tax Credits from the current
Application Round to any Applicant, Developer, Affiliate or Guarantor (unless the Guarantor is also the General Contractor, and is not a Principal of the Applicant,
Developer, or Affiliate of the Development Owner). All Applications must be identified herein to ensure that the Department is advised of all Applications,
Applicants, Affiliates, Developers, General Partners or Guarantors involved to avoid any statutory violation of Texas Government Code, §2306.6711(b).

Instructions:

Complete Part | of this form. For each person or entity in Part | that answers "Yes" to Part | b., a Part Il form must be submitted (i.e. if 4 persons/entities answer
"Yes" to Part | b., then 4 separate Part Il forms must be provided).

Part I. Applicant Credit Limit Documentation

a. Applicant, Developers, Affiliates, and Guarantors - List below all entities or Persons meeting the definition of| b. Person/entity has at least one other

Applicant, Affiliate, Developer or Guarantor. application in the current Application
Round.
1. |Franklin Development Properties, Ltd No
[2.]FDLGP LLC No
[ 3. [Aubra Franklin No

l16]_

[17]
[18]
[19]
[20]
[21]
[22]
[23]
[24]
[25]
[26]
[27]
[28]
[29]
[30]
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Individually, or as the General Partner(s) of officer(s) of the Applicant entity, | (we) certify that we are submitting behind this tab one signed Credit Limit
Certification form for each person and/or entity that answered "Yes" to Part b. above.

By: W"/ 1201817 s _MAVAG NG HEdBER

Signature of Applicant Date




Part Il. Credit Limit Certification

Instructions:
Each Person and/or Entity that answered "Yes" to Part 1 (b) must complete this form.

Name and role of Person or Entity completing this form: Franklin Development Properties, Ltd.
Which is: Dthe Applicant (Entity that generally manages or controls the "Applicant," i.e. General Partner, Managing Partner, etc.)
ma Special Limited Partner or Class B Limited Partner or equivalent of the Applicant
Ea Developer for the Applicant for this specific Application
E:]an Affiliate to the Applicant
ma Guarantor on the Application
Pursuant to §11.4(a) of the Qualified Allocation Plan, the Department shall not allocate more than $3 million of tax credits from the current Application Round

to any Applicant, Developer, Affiliate or Guarantor. The undersigned represents to the Department that the following is a list of all developments for which the
Applicant, the Developer, Affiliate, or Guarantor, has applied for an allocation of tax credit authority from the Department in the current Application Round.

0,
Development Name: Region: City: % Ownership: % ‘;f eDev.
ee:
Blue Flame 13 El Paso 0.50% 50.00%
| acknowledge that Gerald W. Cichon is authorized to

terminate the Application in the event of a conflict with §11.4(a) of the Qualified Allocation Plan.

| hereby certify that the foregoing is a complete list of Developments with respect to which | am seeking a current allocation of tax credit authority from the
Department. | certify that, if the Department makes a recommendation to the Board or issues a commitment which may cause Applications for which | am the
Applicant, the Developer, Affiliate or Guarantor, to receive credits in excess of $3 million, I will notify the Department in writing within three business days of
the recommendation or issuance of the Commitment.

I acknowledge that if the Department determines that an Applicant, Developer, Affiliate or Guarantor, has received (in the aggregate) allocations in the current
Application Round from the Department exceeding $3 million, the Department must refuse to issue one or more Commitments or Carryover Allocations, or
must terminate one or more Commitments or Carryover Allocations.

Under penalty of perjury, | certify that this information and these statements are true, complete, and accurate:

By: M—?\/‘—”/ Franklin Development Properties, Ltd. /2 //2//'7

Signature of App/icbnt, Developer, Affiliate or Guarantor (as “Printed Name Date
appropriate)




Part Il. Credit Limit Certification

Instructions:
Each Person and/or Entity that answered "Yes" to Part 1 (b) must complete this form.

Name and role of Person or Entity completing this form: Aubra Franklin
Which is: Dthe Applicant (Entity that generally manages or controls the "Applicant," i.e. General Partner, Managing Partner, etc.)
Ea Special Limited Partner or Class B Limited Partner or equivalent of the Applicant
ma Developer for the Applicant for this specific Application
Dan Affiliate to the Applicant
Ea Guarantor on the Application
Pursuant to §11.4(a) of the Qualified Allocation Plan, the Department shall not allocate more than $3 million of tax credits from the current Application Round

to any Applicant, Developer, Affiliate or Guarantor. The undersigned represents to the Department that the following is a list of all developments for which the
Applicant, the Developer, Affiliate, or Guarantor, has applied for an allocation of tax credit authority from the Department in the current Application Round.

9,
Development Name: Region: City: % Ownership: % c;:f —
ee:
Blue Flame 13 El Paso 0.50% 50.00%
| acknowledge that Gerald C. Cichon is authorized to

terminate the Application in the event of a conflict with §11.4(a) of the Qualified Allocation Plan.

| hereby certify that the foregoing is a complete list of Developments with respect to which | am seeking a current allocation of tax credit authority from the
Department. | certify that, if the Department makes a recommendation to the Board or issues a commitment which may cause Applications for which | am the
Applicant, the Developer, Affiliate or Guarantor, to receive credits in excess of $3 million, | will notify the Department in writing within three business days of
the recommendation or issuance of the Commitment.

| acknowledge that if the Department determines that an Applicant, Developer, Affiliate or Guarantor, has received (in the aggregate) allocations in the current
Application Round from the Department exceeding $3 million, the Department must refuse to issue one or more Commitments or Carryover Allocations, or
must terminate one or more Commitments or Carryover Allocations.

Under penalty of perjury, | certify that this information and these statements are true, complete, and accurate:
By: Aubra Franklin / l//‘/ )7

Signature of Applicant, Developer, Affiliate or Guarantor (as Printed Name Date
appropriate)




Part Il. Credit Limit Certification

Instructions:
Each Person and/or Entity that answered "Yes" to Part 1 (b) must complete this form.

Name and role of Person or Entity completing this form: FDLGP LLC
Which is: Dthe Applicant (Entity that generally manages or controls the "Applicant," i.e. General Partner, Managing Partner, etc.)
ma Special Limited Partner or Class B Limited Partner or equivalent of the Applicant
Ea Developer for the Applicant for this specific Application
Dan Affiliate to the Applicant
ma Guarantor on the Application
Pursuant to §11.4(a) of the Qualified Allocation Plan, the Department shall not allocate more than $3 million of tax credits from the current Application Round to

any Applicant, Developer, Affiliate or Guarantor. The undersigned represents to the Department that the following is a list of all developments for which the
Applicant, the Developer, Affiliate, or Guarantor, has applied for an allocation of tax credit authority from the Department in the current Application Round.

% of ;
Development Name: Region: City: % Ownership: c;e:.ev
Blue Flame ) 13 El Paso 0.50% 50.00%
| acknowledge that Gerald C. Cichon is authorized to

terminate the Application in the event of a conflict with §11.4(a) of the Qualified Allocation Plan.

| hereby certify that the foregoing is a complete list of Developments with respect to which | am seeking a current allocation of tax credit authority from the
Department. | certify that, if the Department makes a recommendation to the Board or issues a commitment which may cause Applications for which | am the
Applicant, the Developer, Affiliate or Guarantor, to receive credits in excess of $3 million, I will notify the Department in writing within three business days of the
recommendation or issuance of the Commitment.

| acknowledge that if the Department determines that an Applicant, Developer, Affiliate or Guarantor, has received (in the aggregate) allocations in the current
Application Round from the Department exceeding $3 million, the Department must refuse to issue one or more Commitments or Carryover Allocations, or must
terminate one or more Commitments or Carryover Allocations.

Under penalty of perjury, | certify that this information and these statements are true, complete, and accurate:

- M\/V/ ‘ Aubra Franklin /}/ /) f/ 17

Signature oprpIicbnt, Developer, Affiliate or Guarantor (as Printed Name Date
appropriate)
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BOARD ACTION REQUEST
ASSET MANAGEMENT
MAY 24, 2018

Presentation, discussion, and possible action regarding a material amendment to the Housing Tax Credit
(“HTC”) Commitment for Rachael Commons, #16008

RECOMMENDED ACTION

WHEREAS, Rachael Commons (the “Development”) received an award of HTCs in 2016 for the
acquisition and rehabilitation of 48 units in McGregor;

WHEREAS, the Governing Board of the Department approved the award of HTCs for the
Development with conditions that were the result of the previous participation review conducted by
the Department in conjunction with the Application;

WHEREAS, the HTC Commitment for the Development requires that Herman & Kittle
Properties, Inc. (“HKP”) contract with a third party Management Agent for the operation of HKP’s
portfolio of Texas properties;

WHEREAS, the Development Owner has requested to modify the conditions contained in the
HTC Commitment relating to third party Management Agent due to substantial operating deficits
experienced with the HKP Texas portfolio, and

WHEREAS, the Development Owner has proposed modified conditions intended to address the
Department’s compliance findings through the previous participation review related to the lack of
familiarity with Section 42 enforcement procedures and Texas management procedures;

NOW, therefore, it is hereby
RESOLVED, that the request to modify the conditions of the HTC Commitment for Rachael

Commons is approved as presented to this meeting and the Executive Director and his designees
are each authorized, directed and empowered to take all necessary action to effectuate the foregoing.

BACKGROUND

Rachael Commons received a 9% HTC award in 2016 to acquire and rehabilitate 48 units in McGregor,
McLennan County. On August 29, 2016, a Housing Tax Credit Commitment was issued by the Department
with the following development specific conditions related to the third party property management of the
HKP Texas portfolio:

G. 2. For affiliated properties currently managed by Herman & Kittle Properties, Inc. ("HKP"): a third party
property Management Agent will be contracted to operate the HKP portfolio of Texas properties and to provide
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compliance oversight. Final approval will be determined by lender, and investor. For properties with HUD financing
and/ or HUD contract, HUD approval will also have to be received.

G. 5.1. For Rachael Commons and/ or Homestead Prairie Senior Apartments: a qualified third party Management
Agent will be contracted as the property manager at construction and equity closing.

G.5.2. For Rachael Commons, Homestead Prairie Senior Apartments, and affiliated properties currently managed by
HKRP in the State of Texas: the third party Management Agent shall remain in place for a minimum of eighteen (18)
7months.

G.5.3. The third party Management Agent will provide robust service to HKP in order to clear ontstanding
TDHCA andit responses, direct staff trainings, and respond to future correspondence with TDHCA — including
training supervisory staff, preparing responses, tracking deadlines, who-is-who at TDHCA, CMTS' overview, and
TDHCA Rules.

G.5.4. The HKP Director of Compliance shall serve as a liaison between the third party Management Agent and the
Owner for all Texas file issues (example: eligibility-related compliance). The HKP Regional Maintenance Supervisor
under the Regional 1ice President of Property Management will serve as a liaison between the third party
Management Agent and the Owner for all Texas physical-related compliance issues.

G.5.5. In addition to the compliance oversight provided by the third party Management Agent, the HKP Director of
Compliance will provide a second layer of review of move-in files before any prospective resident is permitted to move in,
and all re-certifications.

In a letter dated March 9, 2018, from Coats Rose, on behalf of HKP, a request to modify the above
conditions related to the third party management of HKP’s Texas portfolio is proposed for the Board’s
consideration. According to the request letter, HKP’s eight Texas properties are currently managed by a
third party property manager as required by the self imposed condition approved by the Board in July 2016.
However, the owner reports that this management scenario has been less than successful, resulting in
substantial operating deficits for HKP’s Texas portfolio. The owner believes the issues are related to failure
to lease vacant units promptly and failure to control expenses.

Additionally, the owner states that the compliance findings that came out of the previous participation
review conducted at the time the 2016 competitive application was submitted reflected a lack of familiarity
by HKP with the rigorous Section 42 enforcement procedures practiced by the Department. As a way to
address this, HKP agreed to employ third party management of the Texas portfolio until it could build up
Texas expertise in its own management and compliance staff. In that vein, HKP reports that it has increased
the number of compliance staff from four to 14 and has hired personnel with extensive Texas experience.
HKP believes that with its increased region-specific expertise, and additional staffing with experience and
expertise, self management of its Texas portfolio will result in a financially sound portfolio. However, in
order to mitigate the Department’s concerns related to compliance findings in previous participation
reviews, HKP has proposed to retain a third party compliance agent along with the following proposed
modified conditions:

G.2. For affiliated properties currently managed by HKP: a third party compliance agent will be contracted to provide

compliance oversight of the HKP portfolio of Texas properties. Final approval will be determined by lender and
investor. For properties with HUD financing and/ or HUD contract, HUD approval will also have to be received.
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G.5.1. For Rachael Commons and/ or Homestead Prairie Senior Apartments: a gualified third party Compliance
Agent, will be contracted to provide compliance oversight at construction and equity closing.

G.5.2. For Rachael Commons and/or Homestead Prairie Senior Apartments, and affiliated properties currently
managed by HKP in the State of Texas: the third party Compliance Agent shall remain in place until October 1,
2019, or such earlier time as approved by the Department.

G.5.3. The third party Compliance Agent will provide robust service to HKP in order to clear ontstanding TDHCA
andit responses, direct staff trainings, and respond to future correspondence with TDHCA- including training
supervisory staff, preparing responses, tracking deadlines, who-is-who at TDHCA, CMTS' overview and TDHCA

rules.

G.5.4. The HKP Director of Compliance shall serve as liaison between the third party Compliance Agent and the
Owner for all Texas file issues (example: eligibility-related compliance). The HKP Regional Maintenance Supervisor
under the Regional V'ice President of Property Management will serve as a liaison between the third party Compliance
Agent and the Owner for all Texas physical-related compliance issues.

G.5.5. In addition to the compliance oversight provided by the third party Compliance Agent, the HKP Director of
Compliance will provide a second layer of review of move-in files before any prospective resident is permitted to move in,

and all re-certifications.

Staff recommends approval of the requested modified conditions for Rachael Commons.

Page 3 of 3



COATS | ROS

A PROFESSIONAL CORPORATION
BARRY PALMER BPALMER@COATSROSE.COM
DIRECTOR DIRECT: (713) 653-7395
FAX: (713) 890-3944

(L]

March 09, 2018

By Email to: raquel.morales@tdhca.state.tx.us

Ms. Raquel Morales, Director of Asset Management
Texas Department of Housing and Community Affairs
221 East 11th Street

Austin, Texas 78701-2410

By Email to: leeann.chance(@tdhca.state.tx.us

Ms. Lee Ann Chance, Asset Manager

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

Austin, Texas 78701-2410

Re:  #16008; Rachael Commons, McGregor, McLennan County, Texas;
Request for Non-Material Amendment to Housing Tax Credit Award

Dear Raquel and Lee Ann:

This is a request for an amendment to the Housing Tax Credit award for Rachael Commons (the
“Project”), a development that received a 9% Housing Tax Credit allocation of $501,703 out of
the 2016 Competitive Program. The Housing Tax Credit Commitment (the “Commitment”)
requires Herman & Kittle Properties, Inc. (“HKP”) to contract with a third party Management
Agent for the operation of HKP’s portfolio of Texas properties. HKP requests the conditions
contained in the Commitment relating to a third party Management Agent be modified for the
reasons hereafter set forth.

The Commitment contains the following conditions related to the contracting of a third party
property Management Agent:

G.2. For affiliated properties currently managed by Herman & Kittle Properties, Inc.
(“HKP”): a third party property Management Agent will be contracted to operate the
HKP portfolio of Texas properties and to provide compliance oversight. Final approval
will be determined by lender, and investor. For properties with HUD financing and/or
HUD contract, HUD approval will also have to be received.
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G.5.1. For Rachael Commons and/or Homestead Prairie Senior Apartments: a qualified
third party Management Agent, will be contracted as the property manager at
construction and equity closing.

G.5.2. For Rachael Commons, Homestead Prairie Senior Apartments, and affiliated
properties currently managed by HKP in the State of Texas: the third party Management
Agent shall remain in place for a minimum of eighteen (18) months.

G.5.3. The third party Management Agent will provide robust service to HKP in order to
clear outstanding TDHCA audit responses, direct staff trainings, and respond to future
correspondence with TDHCA — including training supervisory staff, preparing responses,
tracking deadlines, who-is-who at TDHCA, CMTS overview, and TDHCA Rules.

G.5.4. The HKP Director of Compliance shall serve as a liaison between the third party
Management Agent and the Owner for all Texas file issues (example: eligibility-related
compliance). The HKP Regional Maintenance Supervisor under the Regional Vice
President of Property Management will serve as a liaison between the third party
Management Agent and the Owner for all Texas physical-related compliance issues.

G.5.5. In addition to the compliance oversight provided by the third party Management
Agent, the HKP Director of Compliance will provide a second layer of review of move-in
files before any prospective resident is permitted to move in, and all re-certifications.

Currently, the management of HKP’s eight Texas developments is being accomplished through a
third party property manager who customarily manages both market rate and affordable housing.
Unfortunately, the third party management scenario has been less than successful. In 2017, the
Texas portfolio experienced substantial operating deficits, exceeding a million dollars in total, a
trend that has continued into 2018 and is expected to result in a commensurate level of funding
for the current calendar year, based on current projections. HKP believes that the issues are (i)
failure to lease vacant units promptly, and (ii) failure to control expenses, particularly those due
to over-use of temporary labor. Properties that incur large operating deficits generally start
deferring maintenance and making other cuts, and this adversely affects the residents’ quality of
life. With its vertically integrated structure HKP has the experience and the expertise on hand to
successfully offer its services and products to affordable housing partners that will complete a
project from beginning to end. This is an important element of keeping a portfolio financially
sound.

HKP has been recognized by Affordable Housing Finance as the 11" largest development firm,
and the 14" largest owner of affordable properties in the country. It operates over 12,000
apartment homes in 16 states, but only entered into the Texas market in 2011. Initially
compliance scores reflected lack of familiarity with the rigorous section 42 enforcement
procedures practiced by the TDHCA, and so HKP agreed to employ third party management of
the Texas portfolio until it could build up Texas expertise in its own management and
compliance staff. HKP has increased the number of compliance staff from four to fourteen.
Further, HKP has hired personnel with extensive Texas experience, including a Regional Vice
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President who holds HCCP, CHP and CPM certifications, and has twenty years of LIHTC
experience. This individual spent the last eight years in Austin, Texas as both a VP of Property
Management and VP of Asset Management. He is a member of the HCCP Board of Governors
with the National Association of Home Builders and is a featured speaker for HCCP webinars.
Furthermore, HKP has another Regional Vice President position actively being recruited that
will be Texas-based and require extensive management and compliance experience within the
state. With Texas management issues being addressed through additional region-specific
expertise of this caliber, HKP’s leadership believes that the Texas properties will be best served
by returning management to HKP.

In that regard, we respectfully request that Staff recommend the modification of the above
conditions with the following language to the TDHCA Board at the earliest possible Board
Meeting:

G.2. For affiliated properties currently managed by Herman & Kittle Properties, Inc.
(“HKP”): a third party compliance agent will be contracted to provide compliance
oversight of the HKP portfolio of Texas properties. Final approval will be determined by
lender, and investor. For properties with HUD financing and/or HUD contract, HUD
approval will also have to be received.

G.5.1. For Rachael Commons and/or Homestead Prairie Senior Apartments: a qualified
third party Compliance Agent, will be contracted to provide compliance oversight at
construction and equity closing.

G.5.2. For Rachael Commons, Homestead Prairie Senior Apartments, and affiliated
properties currently managed by HKP in the State of Texas: the third party Compliance
Agent shall remain in place until October 1, 2019, or such earlier time as approved by
the Department.

G.5.3. The third party Compliance Agent will provide robust service to HKP in order to
clear outstanding TDHCA audit responses, direct staff trainings, and respond to future
correspondence with TDHCA — including training supervisory staff, preparing responses,
tracking deadlines, who-is-who at TDHCA, CMTS overview, and TDHCA Rules.

G.5.4. The HKP Director of Compliance shall serve as a liaison between the third party
Compliance Agent and the Owner for all Texas file issues (example: eligibility-related
compliance). The HKP Regional Maintenance Supervisor under the Regional Vice
President of Property Management will serve as a liaison between the third party
Compliance Agent and the Owner for all Texas physical-related compliance issues.

G.5.5. In addition to the compliance oversight provided by the third party Compliance
Agent, the HKP Director of Compliance will provide a second layer of review of move-in
files before any prospective resident is permitted to move in, and all re-certifications.
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Overall, HKP believes its proposal to retain a third party compliance agent and the requested
modifications to the Commitment provide a reasonable solution to the substantial operating
deficits HKP’s Texas portfolio has experienced. HKP further believes the retention of a third
party compliance agent, coupled with its increase in compliance staff and experienced personnel,
will ensure the proper management of HKP’s Texas portfolio.

Thank you for your attention to this request for an award amendment.

Respectfully submitteq,.f}

— _f_rf_ = -
= — / Ir;;/. = / P

ind,
Barry Ear(mer
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BOARD ACTION REQUEST
ASSET MANAGEMENT
MAY 24, 2018

Presentation, discussion, and possible action regarding a material amendment to the Housing Tax Credit
(“HTC”) Commitment for Old Dowlen Cottages, #17004

RECOMMENDED ACTION

WHEREAS, Old Dowlen Cottages (the “Development”) received an award of HTCs in 2017 for
the new construction of 72 units in Beaumont;

WHEREAS, the Governing Board of the Department approved the award of HTCs for the
Development with conditions that were the result of the previous participation review conducted by
the Department in conjunction with the Application;

WHEREAS, the HTC Commitment for the Development requires that Herman & Kittle
Properties, Inc. (“HKP”) contract with a third party Management Agent for the operation of HKP’s
portfolio of Texas properties;

WHEREAS, the Development Owner has requested to modify the conditions contained in the
HTC Commitment relating to third party Management Agent due to substantial operating deficits
experienced with the HKP Texas portfolio, and

WHEREAS, the Development Owner has proposed modified conditions intended to address the
Department’s compliance findings through the previous participation review related to the lack of
familiarity with Section 42 enforcement procedures and Texas management procedures;

NOW, therefore, it is hereby
RESOLVED, that the request to modify the conditions of the HTC Commitment for Old Dowlen

Cottages is approved as presented to this meeting and the Executive Director and his designees are
each authorized, directed and empowered to take all necessary action to effectuate the foregoing.

BACKGROUND

Old Dowlen Cottages received a 9% HTC award in 2017 to construct 72 units in Beaumont, Jefferson
County. On August 25, 2017, a Housing Tax Credit Commitment was issued by the Department with the
following development specific conditions related to the third party property management of the HKP
Texas portfolio:

G.1. For the entire HKP portfolio of properties in the State of Texas, including Old Dowlen Cottages and/ or
Magnolia Station Apartments, HKP will continue to contract with a Third Party Management Agent meeting the
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submitted “Management and Compliance Agent Requirements”, to operate the properties and to provide compliance
oversight. The Third Party Management Agent will remain in place indefinitely. 1f; in the future, HKP determines
that resuming internal property management and compliance is in the best interest of the State of Texas portfolio and
its residents, but in no circumstance prior to recezving a Category 2 or better on a Previous Participation Review, HKP
will work with the TDHCA Chief of Compliance and/ or EARAC to develop a Transition Plan at least twelve
(12) months prior to the proposed date of the transition.

G.4. HKP shall designate a Manager of Third Party Portfolio Management to serve as the point of contact between
the Third Party Management Agent and the Owner for all issues.

In a letter dated March 9, 2018, from Coats Rose, on behalf of HKP, a request to modify the above
conditions related to the third party management of HKP’s Texas portfolio is proposed for the Board’s
consideration. According to the request letter, HKP’s eight Texas properties are currently managed by a
third party property manager as required by the self imposed condition approved by the Board in July 2017.
However, the owner reports that this management scenario has been less than successful, resulting in
substantial operating deficits for HKP’s Texas portfolio. The owner believes the issues are related to failure
to lease vacant units promptly and failure to control expenses.

Additionally, the owner states that the compliance findings that came out of the previous participation
review conducted at the time the 2017 competitive application was submitted reflected a lack of familiarity
by HKP with the rigorous Section 42 enforcement procedures practiced by the Department. As a way to
address this, HKP agreed to employ third party management of its Texas portfolio until it could build up
Texas expertise in its own management and compliance staff. In that vein, HKP reports that it has increased
the number of compliance staff from four to 14 and has hired personnel with extensive Texas experience.
HKP believes that with its increased region-specific expertise, and additional staffing with experience and
expertise, self management of its Texas portfolio will result in a financially sound portfolio. However, in
order to mitigate the Department’s concerns related to compliance findings in previous participation
reviews, HKP has proposed to retain a third party compliance agent along with the following proposed
modified conditions:

G.1. For the entire HKP portfolio of properties in the State of Texas, including Old Dowlen Cottages and)/ or
Magnolia Station Apartments, HKP will contract with a Third Party Compliance Agent to provide compliance
oversight. Final approval will be determined by lender, and investor. For properties with HUD financing and/ or
HUD contract, HUD approval will also have to be received. For Old Dowlen Cottages and/or Magnolia Station
Apartments, a qualified third party compliance agent will be contracted to provide compliance oversight at construction
and equity closing. For Old Dowlen Cottages, Magnolia Station Apartments, and the entirer HKP portfolio of
properties in the State of Texas, the third party compliance agent will remain in place until October 1, 2019, or such
earlier time as approved by the Department. The third party compliance agent will provide robust service to HKP in
order to clear ontstanding TDHCA andit responses, direct staff trainings, and respond to future correspondence with
TDHCA- including training supervisory staff, preparing responses, tracking deadlines, who-is-who at TDHCA,
CMTS overview, and TDHCA rules.

G.4. The HKP Director of Compliance shall serve as a liaison between the third party compliance agent and the
owner for all Texas file issues (example: eligibility-related compliance). The HKP Regional Maintenance Supervisor
under the Regional 1ice President of Property Management will serve as a liaison between the third party compliance
agent and the owner for all Texas physical-related compliance issues. In addition to the compliance oversight provided
by the third party compliance agent, the HKP Director of Compliance will provide a second layer of review of move-in
files before any prospective resident is permitted to move in, and all re-certifications.
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Staff recommends approval of the requested modified conditions for Old Dowlen Cottages.

Page 3 of 3



COATS | ROS:

A PROFESSIONAL CORPORATION
BARRY PALMER BPALMER@COATSROSE.COM
DIRECTOR DIRECT: (713) 653-7395
FAX: (713) 890-3944
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March 09, 2018

By Email to: raquel.morales@tdhca.state.tx.us

Ms. Raquel Morales, Director of Asset Management
Texas Department of Housing and Community Affairs
221 East 11th Street

Austin, Texas 78701-2410

By Email to: kent.bedell@tdhca.state.tx.us

Mr. Kent Bedell, Asset Manager

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

Austin, Texas 78701-2410

Re:  #17004; Old Dowlen Cottages, McGregor, Jefferson County, Texas;
Request for Non-Material Amendment to Housing Tax Credit Award

Dear Raquel and Kent:

This is a request for an amendment to the Housing Tax Credit award for Old Dowlen Cottages
(the “Project™), a development that received a 9% Housing Tax Credit allocation of $1,049,712
out of the 2017 Competitive Program. The Housing Tax Credit Commitment (the
“Commitment”) requires Herman & Kittle Properties, Inc. (“HKP”) to contract with a third party
Management Agent for the operation of HKP’s portfolio of Texas properties. HKP requests the
conditions contained in the Commitment relating to a third party Management Agent be
modified for the reasons hereafter set forth.

The Commitment contains the following conditions related to the contracting of a third party
property Management Agent:

G.1. For the entire HKP portfolio of properties in the State of Texas, including Old
Dowlen Cottages and/or Magnolia Station Apartments, HKP will continue to contract
with a Third Party Management Agent meeting the submitted “Management and
Compliance Agent Requirements”, to operate the properties and to provide compliance
oversight. The Third Party Management Agent will remain in place indefinitely. If, in the
Juture, HKP determines that resuming internal property management and compliance is

9 GREENWAY PLAZA, STE 1100, HOUSTON, ‘TEXAS 77046
PHONE: (713) 651-0111 FAX: (713) 651-0220
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in the best interest of the State of Texas portfolio and its residents, but in no circumstance
prior to receiving a Category 2 or better on a Previous Participation Review, HKP will
work with the TDHCA Chief of Compliance and/or EARAC to develop a Transition Plan
at least twelve (12) months prior to the proposed date of the transition.

G.4. HKP shall designate a Manager of Third Party Portfolio Management to serve as
the point of contact between the Third Party Management Agent and the Owner for all
issues.

Currently, the management of HKP’s eight Texas developments is being accomplished through a
third party property manager who customarily manages both market rate and affordable housing.
Unfortunately, the third party management scenario has been less than successful. In 2017, the
Texas portfolio experienced substantial operating deficits, exceeding a million dollars in total, a
trend that has continued into 2018 and is expected to result in a commensurate level of funding
for the current calendar year, based on current projections. HKP believes that the issues are (i)
failure to lease vacant units promptly, and (ii) failure to control expenses, particularly those due
to over-use of temporary labor. Properties that incur large operating deficits generally start
deferring maintenance and making other cuts, and this adversely affects the residents’ quality of
life. With its vertically integrated structure HKP has the experience and the expertise on hand to
successfully offer its services and products to affordable housing partners that will complete a
project from beginning to end. This is an important element of keeping a portfolio financially
sound.

HKP has been recognized by Affordable Housing Finance as the 11" largest development firm,
and the 14™ largest owner of affordable properties in the country. It operates over 12,000
apartment homes in 16 states, but only entered into the Texas market in 2011. Initially
compliance scores reflected lack of familiarity with the rigorous section 42 enforcement
procedures practiced by the TDHCA, and so HKP agreed to employ third party management of
the Texas portfolio until it could build up Texas expertise in its own management and
compliance staff. HKP has increased the number of compliance staff from four to fourteen.
Further, HKP has hired personnel with extensive Texas experience, including a Regional Vice
President who holds HCCP, CHP and CPM cettifications, and has twenty years of LIHTC
experience. This individual spent the last eight years in Austin, Texas as both a VP of Property
Management and VP of Asset Management. He is a member of the HCCP Board of Governors
with the National Association of Home Builders and is a featured speaker for HCCP webinars.
Furthermore, HKP has another Regional Vice President position actively being recruited that
will be Texas-based and require extensive management and compliance experience within the
state. With Texas management issues being addressed through additional region-specific
expertise of this caliber, HKP’s leadership believes that the Texas properties will be best served
by returning management to HKP.

In that regard, we respectfully request that Staff recommend the modification of the above
conditions with the following language to the TDHCA Board at the earliest possible Board
Meeting:
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G.1. For the entire HKP portfolio of properties in the State of Texas, including Old
Dowlen Cottages and/or Magnolia Station Apartments, HKP will contract with a Third
Party Compliance Agent to provide compliance oversight. Final approval will be
determined by lender, and investor. For properties with HUD financing and/or HUD
contract, HUD approval will also have to be received. For Old Dowlen Cottages and/or
Magnolia Station Apartments, a qualified third party compliance agent will be contracted
to provide compliance oversight at construction and equity closing. For Old Dowlen
Cottages, Magnolia Station Apartments, and the entire HKP portfolio of properties in the
State of Texas, the third party compliance agent will remain in place until October 1,
2019, or such earlier time as approved by the Department. The third party Compliance
Agent will provide robust service to HKP in order to clear outstanding TDHCA audit
responses, direct staff trainings, and respond to future correspondence with TDHCA —
including training supervisory staff. preparing responses, tracking deadlines, who-is-who
at TDHCA, CMTS overview, and TDHCA Rules.

G.4. The HKP Director of Compliance shall serve as a liaison between the third party
Compliance Agent and the Owner for all Texas file issues (example: eligibility-related
compliance). The HKP Regional Maintenance Supervisor under the Regional Vice
President of Property Management will serve as a liaison between the third party
Compliance Agent and the Owner for all Texas physical-related compliance issues. In
addition to the compliance oversight provided by the third party Compliance Agent, the
HKP Director of Compliance will provide a second layer of review of move-in files
before any prospective resident is permitted to move in, and all re-certifications.

Overall, HKP believes its proposal to retain a third party compliance agent and the requested
modifications to the Commitment provide a reasonable solution to the substantial operating
deficits HKP’s Texas portfolio has experienced. HKP further believes the retention of a third
party compliance agent, coupled with its increase in compliance staff and experienced personnel,
will ensure the proper management of HKP’s Texas portfolio.

Thank you for your attention to this request for an award amendment.

Respectfully submitted,” é
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Barfy Palmer
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BOARD ACTION REQUEST
HOUSING RESOURCE CENTER
MAY 24, 2018

Presentation, discussion, and possible action on the Draft 2019 Regional Allocation Formula Methodology

RECOMMENDED ACTION

WHEREAS, Tex. Gov't Code 8§2306.1115 and 2306.111(d) require that the Department
use a Regional Allocation Formula (“RAF”) to allocate its HOME Investment Partnerships
Program (“HOME”), Housing Tax Credit (“HTC”) Program, and under certain
circumstances, State Housing Trust Fund (“SHTF”) Program funding; and

WHEREAS, the proposed RAF utilizes appropriate statistical data to measure affordable
housing needs, available resources housing resources, and other factors determined by the
Department to be relevant to the equitable distribution of housing funds in the urban and
rural areas of the 13 State Service Regions used for planning purposes;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees are authorized and empowered
to publish the Draft 2019 Regional Allocation Formula Methodologies for the HOME,
HTC, and SHTF programs in the Texas Register for public comment and, in connection
therewith, to make such non-substantive grammatical and technical changes as they deem
necessary or advisable.

BACKGROUND

The RAF utilizes appropriate statistical data to measure the affordable housing need and available resources
in the 13 State Service Regions that are used for planning purposes. It also allocates funding to rural and
urban areas within each region. The Department has flexibility in determining variables to be used in the
RAF, per Tex. Gov't Code 82306.1115(a)(3), “the department shall develop a formula that...includes other
factors determined by the department to be relevant to the equitable distribution of housing funds.”

The RAF is revised annually to reflect current data, respond to public comment, and better assess regional
housing needs and available resources. Most notably, in 2013 after careful and thorough analysis and much
public participation, staff recommended substantial changes to increase accuracy and transparency in the
RAF by using a methodology called the Compounded Need Model. The changes resulted in the increased
ability for developers and community members to predict funding availability, the elimination of large
swings in funding from one region to another each year, and a simplified process that is easier to explain to
the Legislature, the Board, and the public.
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The RAF Methodology was updated in the 2014 RAF cycle to use “MSA counties with urban places” and
“Non-MSA counties or counties with only rural places” instead of using just MSA and Non-MSA counties
to allocate between urban and rural areas. This accounts for the fact that even though a county may be a
part of an MSA, all the places within that county may meet the definition of rural per Tex. Gov't Code
§2306.004(28-a). Based on public comment received in the 2015 RAF cycle, factors for lack of kitchen and
plumbing facilities were added to the RAF Methodology to measure housing need for Single Family
activities. Similarly in the 2016 RAF cycle, a new factor called the Regional Coverage Factor was added to
the RAF Methodology for Single Family activities. The Regional Coverage Factor takes into account the
smaller populations of rural areas as well as scattered locations of single family projects, instead of relying
solely on population as an absolute.

The Draft 2019 RAF Methodology explains the use of factors, in keeping with the statutory requirements,
which include the need for housing assistance, the availability of housing resources, and other factors
relevant to the equitable distribution of housing funds in urban and rural areas of the state.

The Single Family HOME, Multifamily HOME, HTC, and SHTF program RAFs each use slightly different
formulas because the programs have different eligible activities, households, and geographical service areas.
For example, Tex. Gov't Code §2306.111(c) requires that 95% of HOME funding be set aside for non-
participating jurisdictions (“non-PJs”). Therefore, the Single Family and Multifamily HOME RAFs only use
need and available resource data for non-PJs.

The Draft 2019 RAF methodology will be made available for public comment from Friday, May 25, 2018,
through Friday June 15, 2018, at 6:00 p.m. Austin local time. A public hearing will be held on Thursday,
June 7, 2018, at 2:00 p.m. in the Stephen F. Austin Building, Room 172, 1700 North Congress Avenue,
Austin, TX 78701.

The following Attachments are provided:

A. Draft 2019 RAF Methodology

B. Draft Sample 2019 HTC RAF

C. Draft Sample 2019 HOME MF RAF
D. Draft Sample 2019 SHTF RAF

E. Draft Sample 2019 HOME SF RAF

Once approved, the final 2019 RAF Methodology will be published on the Department’s website. 1t should
be noted with this action that the Board is approving the publication of the proposed methodology for
public comment, not specific allocation amounts.

To the extent funds received/proposed to be used are below the statutory minimum for any
program/activity, or if the proposed activities fall into a statutory exception, the RAF will not be used.
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Introduction

Introduction

Since 2000, the Texas Department of Housing and Community Affairs (“TDHCA” or “the Department”) has
used a Regional Allocation Formula (“RAF”) as required by Tex. Gov't Code §§2306.111 and 2306.1115. The
RAF analyzes housing need, availability, and other relevant factors in the State’s urban and rural areas.
Using formula components based on this analysis, the RAF has been used to allocate funding and certain
other assistance for multifamily and single family activities for the following programs:

e Multifamily Activities:

o Housing Tax Credit (“HTC”) Program

o HOME Investment Partnerships Program (“HOME”) Multifamily (“MF”)
e Single Family Activities:

o State Housing Trust Fund (“SHTF”) Program*

o HOME Single Family (“SF”)

*It should be noted that based on the current program activities of SHTF, the RAF is not utilized for SHTF as authorized by
Tex. Gov't Code §2306.111(d-1). SHTF is funded through state general revenue and is not to be confused with the
federally-funded National Housing Trust Fund (“NHTF”).

The Methodology presented in this document explains the use of factors in conformity with statutory
requirements including the need for housing assistance, the availability of housing resources, and other
factors relevant to the equitable distribution of housing funds in urban and rural areas of the state.

Also provided with the Methodology is an example allocation spreadsheet for each of the four programs to
show how the methodologies affect each program. The spreadsheets provided are based on the following
example allocations:

Program Example Allocation
HTC $65,000,000

HOME Multifamily $12,500,000

SHTF $3,000,000

HOME Single Family | $15,000,000

These allocation amounts are only examples. The final allocation amounts are calculated by program area
staff following approval of the RAF Methodology by the TDHCA Governing Board and are based on the
latest available information on the amount available to be allocated under each program or activity. Even
when final allocation amounts are made available, other planning considerations may alter the applicability
of the RAF and/or allocation amounts. For example, the funding activity type for HOME SF may further
affect how and whether or not funds are released regionally. In addition, per Tex. Gov’'t Code §2306.111(d-
1)(3), if SHTF funds administered by the Department (and not otherwise set aside) do not exceed $3 million,
then SHTF funds are not required to be allocated using the formula-based RAF discussed here, although
other policies dictate the geographic dispersal of funds.

The Draft 2019 RAF Methodology will be presented at the Board meeting of May 24, 2018, for approval to
be released for public comment. A public comment period will be open from Friday, May 25, 2018, through
Friday, June 15, 2018, with a public hearing on Thursday, June 7, 2018. Following public comment, it is
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Introduction

anticipated that the final 2019 RAF Methodology will be presented for adoption at the Board meeting of
July 26, 2018.

Statutory Requirement

Tex. Gov't Code §§2306.111 and 2306.1115 require that TDHCA use a RAF for HOME, SHTF, and HTC
Programs.

Tex. Gov't Code §2306.1115 states:
(a) To allocate housing funds under Section 2306.111(d), the department shall develop a formula that:

(1) includes as a factor the need for housing assistance and the availability of housing resources
in an urban area or rural area;

(2) provides for allocations that are consistent with applicable federal and state requirements
and limitations; and

(3) includes other factors determined by the department to be relevant to the equitable
distribution of housing funds under Section 2306.111(d).

(b) The department shall use information contained in its annual state low income housing plan and

other appropriate data to develop the formula under this section.

The methodology detailed in this document takes into account the need for housing assistance and the
availability of housing in urban and rural areas in keeping with the statutory requirements for the HOME SF,
HOME MF, SHTF, and HTC programs. The methodology also includes a regional coverage factor for single
family programs that measures inverse population density in keeping with the statutory requirements to
include other factors necessary for the equitable distribution of funding.

Urban and Rural Areas
Tex. Gov't Code §2306.004 states:
(28-a) "Rural area" means an area that is located:

(A) outside the boundaries of a primary metropolitan statistical area or a metropolitan
statistical area; or

(B) within the boundaries of a primary metropolitan statistical area or a metropolitan
statistical area, if the statistical area has a population of 25,000 or less and does not share a
boundary with an urban area.

Tex. Gov't Code §2306.004(28-a)(B) is applied to incorporated places and census-designated places
(collectively “places”) that correlate to cities, towns, and similar geographies as designated by the U.S.
Census Bureau. The requirement regarding “a population of 25,000” and the requirement regarding
boundaries are applied at the place level. Prior to the development of the RAF each year, these parameters
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are used to determine which places are urban and which are rural. Organizations applying for certain
TDHCA administered funds may use the urban and rural place designation to determine which subregional
allocation they are eligible to apply for. The RAF methodology does not override the urban or rural
designations of specific places. The rural and urban designation for site-specific applications is made at the
place level.

However, the RAF is a macro view compared to place-level analysis, so in order to measure housing need
across the State of Texas for the purpose of subregional allocations only county-level data are used. County
data are more complete than combining place-level data. If the RAF only combined data from places,
unincorporated parts of the state would not be considered. Using place-level data to create the RAF would
be incomplete and substantially hinder its utility as an equitable allocation tool. Alternatively, using county-
level data to determine need and availability factors allows for a more complete picture of the State’s
demographics.

Even though a county may be part of a Metropolitan Statistical Area (“MSA”) per the U.S. Office of
Management and Budget (“OMB”) definitions, all of the places within that county may meet the definition
of a rural area per Tex. Gov't Code §2306.004(28-a). If an MSA county has no places designated as urban,
the need and availability of the whole county will be counted toward the rural allocation (i.e., the MSA
county had no places with a population over 25,000 or touching a boundary of a place with a population
over 25,000). The allocation process outlined in this document refers to “MSA counties with urban places”
as “urban counties” and “Non-MSA counties and counties with only rural places” as “rural counties.” The
need and availability of “MSA counties with urban places” directs the allocation toward the urban places,
and the need and availability of “Non-MSA counties and counties with only rural places” directs the
allocation toward the rural places.

Map of Urban and Rural Counties in Texas by Region

13

[ oHCA Regions

[ ] Non-MSA Gourties or Counties with only Rural Places
l:| MBA Counties with Urban Places

Sources: L), Census Bureau, 2011-2015 American Community Survey 5-Year Estimates, Table BO1003
U.S. Census Bureau, Jul. 2015, CBSAs, metropalitan divisions, and CSAs.
TIGER data 2015

Disclaimer: This map is not a survey product; boundaries, distances, and scale are approximate only.
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Affordable Housing Need

For the purposes of developing an allocation formula, affordable housing need is measured by variables
that relate to the types of assistance available through TDHCA programs. Despite SHTF not currently
utilizing the RAF, SHTF is included in the RAF methodology description in the event that funding or
programmatic changes require the RAF to be utilized for this program.

Income

Income is the primary measurement of eligibility for housing assistance through TDHCA. HOME and SHTF
serve households that earn less than or equal to 80% Area Median Family Income (“AMFI”) and HTC serves
households that earn less than or equal to 60% AMFI. While eligibility for housing assistance is measured by
AMFI, datasets showing how many households are in each AMFI category lag behind by a full year from the
datasets used to calculate poverty. In order to use the most up-to-date data, the measurement of
individuals in poverty will be used to measure eligible populations. The percentage of individuals at or
below 200% of the poverty level is strongly linked with the percentage of individuals earning less than or
equal to 80% AMFI. Individuals at or below 200% of the poverty level will qualify for a majority of the
housing assistance options offered through TDHCA’s HOME, HTC, and SHTF programs. In order for
individuals in poverty to be combined with cost burdened and overcrowded households, the number of
individuals at or below 200% poverty is divided by the average size of a household in Texas. The number of
individuals at or below 200% poverty is included as a variable in all four program RAFs.

Cost Burden and Overcrowding

Renter and owner need for housing assistance is measured through cost burden and overcrowding
conditions. The count of cost burdened renter and owner households used in the RAF measures the
number of households in Texas that pay more than 30% of their income on rent or homeowner costs (for
homeowners with a mortgage), which is a common measure of unaffordable housing. The count of
overcrowded renters and owners measures the number of housing units with more than one person per
room, including the kitchen and bathroom. Areas with high cost burden or overcrowding may signify a need
for assistance.

HTC and HOME MF both offer assistance for reduced-rent apartments. HOME SF offers Tenant-Based
Rental Assistance, which pays a portion of a recipient’s rent to the landlord. SHTF offers the Amy Young
Barrier Removal Program, which can serve both renters and homeowners. Therefore, variables
representing renters who need assistance are included in the analysis for all four program RAFs.

HOME SF offers homebuyer assistance, home repair assistance, and single family development programs.
For home repair, HOME SF offers grants and no-interest loans to homeowners to rehabilitate or reconstruct
their homes. For single family development, typically the homes are built by Community Housing
Development Organizations (“CHDOs”) and the homes are purchased by low-income homeowners. SHTF
offers the Amy Young Barrier Removal Program, which can be used for homeowners as mentioned above,
and the Bootstrap Loan Program for potential homeowners who use “sweat equity” and low- to no-interest
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loans to build and secure ownership of their homes. Therefore, variables representing homeowners who
need assistance are included in the HOME SF and SHTF RAFs.

Lack of Kitchen and Plumbing Facilities

HOME SF offers homeowner rehabilitation or reconstruction assistance, and SHTF has activities involving
rehabilitation such as the Amy Young Barrier Removal Program. Because TDHCA programs fund
rehabilitation, substandard housing units should be included in the RAF. Common definitions of
substandard housing include lack of operable indoor plumbing, usable flush toilets, usable bathtub or
shower, safe electricity, safe or adequate source of heat, or kitchen facilities. Data regarding units lacking
kitchen facilities or plumbing are the only data available on both an annual basis and at a county level. The
count of occupied and unoccupied units lacking kitchen facilities and the count of occupied and unoccupied
units lacking plumbing are utilized in the HOME SF and SHTF RAFs.

Summary of Affordable Housing Need for Multifamily and Single Family Activities

The extent of Texans needing affordable housing is measured using five variables for single family activities:
1. Cost burdened renter and owner households;

Overcrowded renter and owner households;

Housing units lacking kitchen facilities;

Housing units lacking plumbing; and

v wNN

Individuals at or below 200% of the poverty rate.

The extent of Texans needing affordable housing is measured using three variables for multifamily
activities:

1. Cost burdened renter households;

2. Overcrowded renter households; and

3. Individuals at or below 200% of the poverty rate.

Housing Availability

Housing availability is measured by variables that relate directly to housing resources. In order to take into
account both market-rate and subsidized units, vacancies will be used. A high number of vacancies indicate
that a market has an adequate or potentially abundant supply of housing. Both vacant units for sale and
vacant units for rent will be included in the HOME SF and SHTF RAFs, while vacant units for rent alone are
included in the HOME MF and HTC RAFs.

Regional Coverage Factor

Population density is the number of people divided by the area of land in which they live. A high population
density means that more people are living in a given land area compared to other equally-sized pieces of
land. Inverse population density, which divides the land area by the number of people that live in that area,
gives the amount of land per person. A high inverse population density means that fewer people are living
in a given land area compared to other equally-sized pieces of land, and may indicate a challenge in
reaching and serving Texans in that area.
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Inverse population density is included in the HOME SF and SHTF RAFs as a Regional Coverage Factor to take
into account the distance between scattered-site single family activities and the dispersed population
within the predominantly rural areas where HOME SF and SHTF administrators provide assistance. TDHCA’s
multifamily programs generally focus development to a single site, so the Regional Coverage Factor is not
as pertinent to multifamily program allocation. The Regional Coverage Factor assists in redistributing single
family program funding from urban areas to more rural parts of the state, better aligning funding goals with
the statutory requirement that 95% of HOME funds be allocated for the benefit of those areas of the state
that do not receive HOME funds directly from the U.S. Department of Housing and Urban Development
(“HUD”), chiefly smaller cities and rural areas (per Tex. Gov't Code §2306.111).

Summary of Variables

The following chart shows which need, availability, and other variables are used in the RAF Methodology
for each of the four applicable programs.

Multifamily Programs Single Family Programs

HTC HOME MF SHTF HOME SF
Cost Burdened Renter Households 4 4 4 v
N =
v v
Cost Burdened Owner Households ::\\\\\ m
Overcrowded Renter Households 4 4 v v
"\
Need Overcrowded Owner Households \\\\\\\\\\\\ v v
Variables
Units Lacking Kitchen Facilities \\\\\\\\\\\\\\ v v
Units Lacking Plumbing Facilities \\\\\\ \\\\\\ v v
Individuals at or Below 200% of v v v
Poverty
Availability Vacant Units for Rent v v
Variables | /,cant units for Sale \\\\\\ \\\\\\ v v
Other Regional Coverage Factor \\\\\\ \\\\\\ v v

Exceptions to the RAF

Per Tex. Gov't Code §2306.111, there are certain instances in which the RAF requirement does not apply to
HOME MF, HOME SF, HTC, or SHTF funds.

Set-Asides

Specific set-asides will not be subject to the RAF per Tex. Gov’'t Code §2306.111(d-1), including set-asides
for contract-for-deed activities and set-asides mandated by state or federal law, if these set-asides are less
than 10% of the total allocation of funds or credits. Set-asides for funds allocated to serve persons with
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disabilities will not be subject to the RAF. The total amount available through the RAF will not include funds
for at-risk development for the HTC Program, with instances mentioned in this paragraph. Also pursuant to
Tex. Gov't Code §2306.111(d-1), programmed activities for SHTF that do not exceed $3 million are not
subject to the RAF. It is due to these exceptions that the SHTF funds as currently programmed do not utilize
the RAF.

In addition, per Tex. Gov’'t Code §2306.111(c)(1), 5% of State HOME funds must be spent on activities that
serve people with disabilities in any area of the State; this portion of HOME is not subject to the RAF
because it is set-aside for persons with disabilities.

In Tex. Gov’t Code §2306.111(d-2), 5% of HTC funds must be allocated to developments that receive federal
assistance through USDA. Any developments that receive federal assistance through USDA and HTC for
rehabilitation may compete for funding separately under the “USDA Set-Aside.” This funding is taken from
the total tax credit ceiling prior to applying the RAF to allocate funds between each subregion.

Participating Jurisdictions (“PJs”)

In accordance with Tex. Gov’'t Code §§2306.111(c)(1) and (2), 95% of the funds for HOME must be spent
outside PJs. PJs are areas that receive funding directly from HUD. Because 95% of funds cannot be spent
within a PJ, the housing need factors, housing availability factors, and Regional Coverage Factor in the Pls
are not counted in the HOME MF or HOME SF RAF.

The PJ designations are subject to change annually depending on HUD funding. According to HUD’s 2017
HOME allocation, 33 of the PJs are cities and eight of the PJs are counties. Five PJ cities fell completely
within PJ counties, resulting in a total of 28 PJ cities and eight PJ counties that will be subtracted from the
HOME SF and HOME MF versions for the 2018 RAF.

Allocation Adjustments

The HOME SF and HTC RAFs have subregional allocation adjustments under certain conditions. Tex. Gov’t
Code §2306.111(d-3) requires that at least $500,000 in housing tax credits be allocated to each urban and
rural subregion. In a further effort to meet Tex. Gov’'t Code §§2306.111(c)(1) and (2), the HOME SF RAF has
a minimum subregional allocation of $100,000. Additional detail regarding the processes used to adjust
allocations for the HOME SF RAF and the HTC RAF can be found in the single family and multifamily RAF
examples.
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Single Family RAF Example

Tables 1, 2, and 3 show the need variables, availability variables, and regional coverage factor used in the HOME SF RAF. The SHTF RAF is very
similar to the HOME SF RAF with the exception that the SHTF RAF includes PJs. Example numbers are used for clarity.

Table 1: Example of Need Variables Used for HOME SF, by Subregion

Column A: Column B: Column C: Column D: Column E: Column F: Column G: Column H: Column I:
Region Individuals at or Households (“HH”) | Cost Burdened | Cost Burdened Overcrowded Overcrowded Units Lac':king Unit's Lacking Total Need
below 200% at or below 200% Owners Renters Owners Renters Plumbing Kitchen Variables
Poverty without PJs | Poverty without PJs without PJs without PJs without PJs without PJs without PJs without PJs
§ 1 150,000 53,191 1,500 15,000 3,000 2,000 4,000 6,000 84,691
5 2 100,000 35,461 2,500 16,000 3,500 2,500 3,000 5,000 67,961
E 3 150,000 53,191 1,500 15,000 3,000 2,000 4,000 6,000 84,691
5 4 100,000 35,461 2,500 16,000 3,500 2,500 3,000 5,000 67,961
-"g 5 150,000 53,191 1,500 15,000 3,000 2,000 4,000 6,000 84,691
o 6 100,000 35,461 2,500 16,000 3,500 2,500 3,000 5,000 67,961
‘g’ 7 150,000 53,191 1,500 15,000 3,000 2,000 4,000 6,000 84,691
S 8 100,000 35,461 2,500 16,000 3,500 2,500 3,000 5,000 67,961
s 9 150,000 53,191 1,500 15,000 3,000 2,000 4,000 6,000 84,691
2 10 100,000 35,461 2,500 16,000 3,500 2,500 3,000 5,000 67,961
11 150,000 53,191 1,500 15,000 3,000 2,000 4,000 6,000 84,691
12 100,000 35,461 2,500 16,000 3,500 2,500 3,000 5,000 67,961
13 150,000 53,191 1,500 15,000 3,000 2,000 4,000 6,000 84,691
Column A: Column B: HH at or Column C: Column D: Cost Column E: Column F: Column G: Column H: Column I:
= . Individuals at or o Cost Burdened Burdened Overcrowded Overcrowded Units Lacking Units Lacking
© | Region below 200% X . Total Need
Ej below'ZOO% Poverty without PJs F)wners -Renters .Owners .Renters P_Iumblng .Kltchen Variables
% Poverty without PJs without PJs without PJs without PJs without PJs without PJs without PJs
_2 1 80,000 28,369 6,000 8,000 2,000 2,000 5,000 5,000 56,369
"é 2 60,000 21,277 9,000 5,000 1,000 1,000 7,000 7,000 51,277
A 3 80,000 28,369 6,000 8,000 2,000 2,000 5,000 5,000 56,369
g 4 60,000 21,277 9,000 5,000 1,000 1,000 7,000 7,000 51,277
8 5 80,000 28,369 6,000 8,000 2,000 2,000 5,000 5,000 56,369
g 6 60,000 21,277 9,000 5,000 1,000 1,000 7,000 7,000 51,277
k] 7 80,000 28,369 6,000 8,000 2,000 2,000 5,000 5,000 56,369
§ 8 60,000 21,277 9,000 5,000 1,000 1,000 7,000 7,000 51,277
3 9 80,000 28,369 6,000 8,000 2,000 2,000 5,000 5,000 56,369
g 10 60,000 21,277 9,000 5,000 1,000 1,000 7,000 7,000 51,277
g 11 80,000 28,369 6,000 8,000 2,000 2,000 5,000 5,000 56,369
2 12 60,000 21,277 9,000 5,000 1,000 1,000 7,000 7,000 51,277
13 80,000 28,369 6,000 8,000 2,000 2,000 5,000 5,000 56,369
Col A Total Col B Total Col C Total Col D Total Col E Total Col F Total Col G Total Col H Total Col | Total
Total 2,570,000 911,348 121,500 287,000 62,000 49,000 123,000 149,000 1,702,848
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Table 2: Example of Availability Variables Used for HOME SF, by

Single Family RAF Example

Table 3: Example of Regional Coverage Factor used for HOME SF, by

Subregion
Column J: Column K: Column L: Total
Region | Vacant Units For | Vacant Units For Availability
" Sale without PJs | Rent without PJs Variables
g 1 1,500 2,000 3,500
°a 2 1,000 3,000 4,000
E 3 1,500 2,000 3,500
5 4 1,000 3,000 4,000
ﬁ 5 1,500 2,000 3,500
E 6 1,000 3,000 4,000
-g 7 1,500 2,000 3,500
§ 8 1,000 3,000 4,000
:t) 9 1,500 2,000 3,500
‘é’ 10 1,000 3,000 4,000
11 1,500 2,000 3,500
12 1,000 3,000 4,000
13 1,500 2,000 3,500
Column J: Column K: Column L: Total
%‘ Region | Vacant Units For | Vacant Units For Availability
_g Sale without PJs | Rent without PJs Variables
‘é 1 1,500 2,000 3,500
o 2 2,000 2,500 4,500
E 3 1,500 2,000 3,500
§ 8 4 2,000 2,500 4,500
T ‘_Q“_ 5 1,500 2,000 3,500
: ® 6 2,000 2,500 4,500
-fl_,’ 2 7 1,500 2,000 3,500
S 8 2,000 2,500 4,500
2 9 1,500 2,000 3,500
§ 10 2,000 2,500 4,500
& 11 1,500 2,000 3,500
2 12 2,000 2,500 4,500
13 1,500 2,000 3,500
Column J Total Column K Total | Column L Total
Total 39,000 61,000 100,000

Subregion
' Column M: Land Column N:.Total Colufnn O:
Region area without Pls Population Regional
- without PJs Coverage Factor
g 1 3,000 350,000 0.009
= 2 2,000 250,000 0.008
_c§ 3 3,000 350,000 0.009
5 4 2,000 250,000 0.008
= 5 3,000 350,000 0.009
E 6 2,000 250,000 0.008
2 7 3,000 350,000 0.009
§ 8 2,000 250,000 0.008
:t) 9 3,000 350,000 0.009
é’ 10 2,000 250,000 0.008
11 3,000 350,000 0.009
12 2,000 250,000 0.008
13 3,000 350,000 0.009
. . Column M: Land Column N:.Total Colutnn O:
= Region area without Pls Population Regional
_g without PJs Coverage Factor
-‘é 1 15,000 200,000 0.075
P 2 13,000 300,000 0.043
b= 3 15,000 200,000 0.075
§ § 4 13,000 300,000 0.043
o % 5 15,000 200,000 0.075
o I 6 13,000 300,000 0.043
23 7 15,000 200,000 0.075
§ 8 13,000 300,000 0.043
: 9 15,000 200,000 0.075
£ 10 13,000 300,000 0.043
& 11 15,000 200,000 0.075
§ 12 13,000 300,000 0.043
13 15,000 200,000 0.075
Column M Total | Column N Total Column O Total
Total 216,000 7,150,000 0.893
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Compounded Need

To allocate funds, the RAF uses each subregion’s ratios of the State’s total. All of the variables that
measure need will be added together before taking the percentage of each subregion’s need over the
amount of the total need in the State. Table 1, Column |, illustrates how the Total Need Variables are
derived: Households at 200% of poverty, cost-burdened owner and renter households, over-crowded
owner and renter households, and units lacking kitchen facilities and plumbing facilities are added together,
thereby compounding the need.

This compounding balances the relative importance of the variables; variables with very high or very small
numbers are combined with the overall total of need, preventing these variables from having a
disproportionate or arbitrary amount of weight for their size.

Weights

Examples of how the weights work in the RAF are in Tables 4 through 6. The column header letters (A, B, C,
etc.) will build off the previous table, so if the letters are not in alphabetical order, the column header letter
refers to a previous table. For the sake of simplification, for the remainder of the example “MSA Counties
with Urban Places” will be referred to as “Urban Counties,” and “Non-MSA Counties and Counties with Only
Rural Places” will be referred to as “Rural Counties.”

In order to apply weights, percentages of need, availability, and inverse population density, variables must
be taken from the state as a whole. These percentages illustrate the relative need of the subregion. Table 4
demonstrates how the percentages are derived. Table 4 shows only the urban counties of Region 1 and the
total of all the regions, in order to simplify the example.

Table 4: Percentages Taken

Column P: Column L: Column Q: Column O:
Column I: . Column R: Percent of
Percent of Total Percent of Regional , .
Area Total Need \ e . State's Total Regional
Variables State's Total | Availability | State's Total Coverage Coverage Factor
Need Variables Availability Factor &
Urban Region 1 84,691 5.0% 3,500 3.5% 0.075 8.4%
Total 1,702,848 100,000 0.893

Note: Column | is from Table 1, Column L is from Table 2, and Column O is from Table 3.

A successful allocation formula will provide more funding for areas with high housing need and reduce
funding for areas with an abundance of housing resources. In order to get the right relationship between
housing and need, the housing availability variables will have negative weight, while the need variables and
regional coverage factor will have positive weight. All variables added together must equal 100%, so the
formulas to determine variable weight for the Single Family RAF are as follows:

o Total Need Variables = HH at or below 200% poverty + Cost Burden + Overcrowding + Units Lacking
Plumbing + Units Lacking Kitchen

e Total Availability Variables = Unoccupied Units for Sale + Unoccupied Units for Rent

e Regional Coverage Factor = Inverse Population Density

e Total Need Variables — Total Availability Variables + Regional Coverage Factor = 100%
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To put it simply (with x representing the weight of each variable): 5x-x+x=100%

As a result, each variable is weighted at 20% for Single Family programs, giving the appropriate relationship
between funding and current availability of resources. The compounded need variables will receive 100%
weight. Table 5 shows the application of the weights based on a hypothetical statewide availability of
$2,500,000 to more clearly emphasize how a Minimum Subregional Allocation Adjustment is made when
initial HOME SF subregion allocations fall under $100,000.

Table 5: Weight Application

Column P: Column S: Column T: Column Q: Column U: Column V: Column R: Column W: Column X: Column Y:
A Percent of Weight of Need Percent of Weight of Availability | Percent of State's Weight of Availability Total '
rea State's Need Variable State's Total | Availability Variable Total Regional Availability Variable Allocation”
Total Need Variables Allocation* Availability Variable Allocation™ Coverage Factor Variable Allocation”
Urban
Region 1 5.0% 100.0% $ 124,338 3.5% -20% $ (17,500) 1.0% 20% $4,799 S 111,637

Note: Column P, Q and R taken from Table 4.

*Column T is calculated as follows: Column P x Column S x statewide availability of funds.
~Column V is calculated as follows: Column Q x Column U x statewide availability of funds.
A Column X is calculated as follows: Column W x Column R x statewide availability of funds.
“Column Y is calculated as follows: Column T + Column V + Column X.

Minimum Subregional Allocation Adjustment

A floor was added to the HOME SF RAF in order to allow sufficient funding to award at least one contract in
each sub region. If the RAF results in a subregional funding amount that is less than $100,000, that
subregion’s amount of funding is adjusted to provide for at least a minimum of $100,000. The process does
not reallocate funds from subregions with initial funding amounts in excess of $100,000 to those subregions
with initial funding amounts that are less than $100,000. Funds used to enable the floor are not subject to
RAF requirements and so are added as a final adjustment to the subregional allocation amounts available
for award. The final adjustment simply adds a supplemental allocation to bring all subregions to a minimum
of $100,000. The process is complete when each subregion has at least $100,000.

Table 6 shows the process of supplementing funds to subregions that have initial funding amounts that are
less than $100,000. This table builds from the previous tables included in this methodology and the Urban
Counties of Regions 1 and 2 are included. The column header letters build off previous tables, so if the
letters are not in alphabetical order, the column letter refers to previous tables.

Table 6: Subregion amount under 5$100,000

Area Column Y: Initial Column Z: Amount Column AA: Final Subregion
Subregion amount | needed to reach $100,000 Allocation
Urban Region 1 $111,637 S- $111,637
Urban Region 2 $84,255 $15,745 $100,000
Total $195,892 $15,745 $211,637

Note: Column Y is from Table 5.

Since the Urban Region 1 initial Subregion amount exceeds $100,000, no adjustment is made to this sub-
allocation. However, because the Urban Region 2 initial Subregion amount is less than $100,000, a
supplemental allocation amount is added to bring the subregion allocation up to the final allocation
amount of $100,000.
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Multifamily RAF Example

Table 7 shows the need and availability variables used in the HTC RAF. The HTC RAF is very similar to the
HOME MF RAF with the exception that the HTC RAF includes PJs. Example numbers are used for clarity.

Table 7: Example of Need and Availability Variables used for HTC, by Subregion

Column BB: Column CC: HH Column EE: Column FF:
Region Individuals at or at or below BC:I]:::I:dDRD;If:::S Overcrowded Vacant Units
below 200% Poverty 200% Poverty Renters for Rent

" 1 150,000 53,571 25,000 4,000 6,000

§ 2 100,000 35,714 20,000 2,000 4,000

E‘ 3 150,000 53,571 25,000 4,000 6,000

-'é 4 100,000 35,714 20,000 2,000 4,000

,,-; 5 150,000 53,571 25,000 4,000 6,000

3 6 100,000 35,714 20,000 2,000 4,000

é 7 150,000 53,571 25,000 4,000 6,000

§ 8 100,000 35,714 20,000 2,000 4,000

: 9 150,000 53,571 25,000 4,000 6,000

§ 10 100,000 35,714 20,000 2,000 4,000
11 150,000 53,571 25,000 4,000 6,000
12 100,000 35,714 20,000 2,000 4,000
13 150,000 53,571 25,000 4,000 6,000

Column BB: Column CC: HH Column EE: Column FF:

s Region Individuals at or at or below ;ﬂ::;::;ﬁ:::s Overcrowded Vacant Units for

S below 200% Poverty 200% Poverty Renters Rent

—: 1 40,000 14,286 7,000 700 700

; 2 25,000 8,929 2,000 400 500

3 3 40,000 14,286 7,000 700 700

é 4 25,000 8,929 2,000 400 500

§ H 5 40,000 14,286 7,000 700 700

s & 6 25,000 8,929 2,000 400 500

: 7 40,000 14,286 7,000 700 700

'% 8 25,000 8,929 2,000 400 500

§ 9 40,000 14,286 7,000 700 700

ff, 10 25,000 8,929 2,000 400 500

Eé 11 40,000 14,286 7,000 700 700

2 12 25,000 8,929 2,000 400 500
13 40,000 14,286 7,000 700 700

Column BB Total Column CC Total Column DD Total Column EE Total | Column FF Total
Total 2,080,000 742,857 356,000 47,300 73,900
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Weights

To allocate funds, the RAF will use each subregion’s ratios of the State’s total. In order to account for the
amount of population that the variables affect, all the variables that measure need will be added together
(i.e., compounded) before taking the percentage of each subregion’s need over the amount of the total
need in the State.

Examples of how the weights work in the RAF are in Tables 8 through 10. If the letters are not in
alphabetical order, the column header letter refers to a previous table. For the sake of simplification, for
the remainder of the example “MSA Counties with Urban Places” will be referred to as “Urban Counties,”
and “Non-MSA Counties and Counties with Only Rural Places” will be referred to as “Rural Counties.”

Table 8 shows only the Urban Counties of Region 1 and the total of all the regions. Table 8 illustrates how
the Total Need Variables are derived: Households at or below 200% of poverty, cost-burdened renter
households, and over-crowded renter households are added together, thereby compounding the need.
This compounding balances the relative importance of the variables; variables with very high or very small
numbers are combined with the overall total of need, preventing these variables from having a
disproportionate or arbitrary amount of weight for their size.

Table 8: Total Need Variables

Column CC: HH Column DD: Column EE: Column GG:
Area at or below Cost Burdened | Overcrowded Total Need
200% Poverty Renters Renters Variables
Urban Region 1 53,571 25,000 4,000 82,571
Total 742,857 356,000 47,300 1,146,157

Note: Columns CC, DD and EE are from Table 7.

In order to apply weights, percentages of need and availability variables must be taken from the state as a
whole. These percentages illustrate the relative need of the subregion. Table 9 demonstrates how the
percentages are derived.

Table 9: Percentages Taken

Column GG: Column HH: Column ll: Column JJ: Percent
Area Total Need Percent of State's Vacant Units of State's Total
Variables Total Need for Rent Availability
Urban Region 1 82,571 7.2% 6,000 8.1%
Total 1,146,157 73,900

Note: Column GG is from Table 8.

A successful allocation formula will provide more funding for areas with high housing need and reduce
funding for areas with an abundance of housing resources. In order to get the right relationship between
housing and need, the housing availability variable will have negative weight. All variables added together
must equal 100%, so the formulas to determine variable weight for the Multifamily RAF are as follows:

e Total Need Variables = HH at or below 200% poverty + Renter Cost Burden + Renter Overcrowding
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Multifamily RAF Example

e Availability Variable = Unoccupied Units for Rent
e Total Need Variables — Availability Variable = 100%

To put it simply (with x representing the weight of each variable): 3x-x=100%

As a result, each variable is weighted at 50% for multifamily programs, giving the appropriate relationship
between funding and current availability of resources. The compounded need variables will receive 150%
weight. Table 10 shows the application of the weights based on a statewide availability of $40,000,000 to
emphasize how a proportional adjustment is made when initial HTC allocations fall under $500,000.

Table 10: Weight Application

Column HH: Column Column LL: Column JJ: Column MM: Column NN: Column 0O:
Percent of | KK: Weight Need Percent of Weight of Availability )
Area : - : o . Total
State's Total of Need Variable State's Total Availability Variable Allocation”
Need Variables | Allocation* | Availability Variable Allocation~
Urban Region 1 7.2% 150.0% $4,322,519 8.1% -50% $(1,623,816) | $ 2,698,703

Note: Column HH and JJ taken from Table 9.

*Column LL is calculated as follows: Column HH x Column KK x statewide availability of funds.
~Column NN is calculated as follows: Column JJ x Column MM x statewide availability of funds.
“Column 0O is calculated as follows: Column LL + Column NN.

HTC $500,000 Adjustment

Tex. Gov't Code §2306.111(d-3) is a special requirement regarding funding and the RAF that applies only to
HTC. This provision requires that TDHCA allocate at least 20% of housing tax credits to rural areas and that
$500,000 be available for each of the 26 urban subregions and rural subregions. The overall state rural
percentage of the total tax credit ceiling amount will be adjusted to a minimum of 20% only at the time of
actual award, if needed. Usually, the 20% allocation to rural areas occurs through the competitive process,
but, if not, one more deal for rural areas will be awarded from the statewide collapse of the RAF to ensure
the requirement is met.

For the HTC RAF, the regional amount of rural and urban funding is adjusted to a minimum of $500,000 if
needed. This is done as a final adjustment to the subregional allocation amounts available for award. The
process proportionately takes funds from subregions with initial funding amounts in excess of $500,000 and
reallocates those funds to those subregions with initial funding amounts that are less than $500,000. The
process is complete when each subregion has at least $500,000.

Tables 11 through 12 show the process of determining the amount to adjust from subregions with more
than $500,000. These tables build from the previous tables included in this methodology and Urban Region
1 and 2 and Rural Region 1 and 2 are included. The column header letters build off previous tables, so if the
letters are not in alphabetical order, the column letter refers to previous tables.

These four subregions are examined because the most common movement for funds during the $500,000
adjustment is from Urban Counties to Rural Counties. The first step in the $500,000 adjustment process is
to determine the amount over or under $500,000 for each subregion. This is illustrated in Table 11.
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Table 11: Subregion amount over/under S500,000

Multifamily RAF Example

Area Column OO: Initial Column PP: Amount Column QQ: Amount over
Subregion amount | needed to reach $500,000 | $500,000 that can be reallocated
Urban Region 1 $2,698,703 S- $2,198,703
Urban Region 2 $1,938,732 S- $1,438,732
Rural Region 1 $961,482 S- $461,482
Rural Region 2 $457,720 $42,280 S-

Note: Column OO is from Table 10.

Column QQ in Table 11 is the amount in Column OO minus $500,000 if the amount in Column OO is over
$500,000. At least $500,000 is maintained in each subregion before the adjustment process. Next the
amounts in Column PP are totaled for the entire state and the amounts in Column QQ are totaled for the
entire state. In this simplified example, the Column PP’s total would be $42,280. The Column QQ total

would be $4,098,917.

The next step in the adjustment process is to determine the percentage to be reallocated. Following the
example in Table 11, if only Region 1 and 2 were used in the RAF, the percentages would be seen in Column
RRin Table 12. The proportion of the total amount to be reallocated is in Column SS. Finally, Column OO is
adjusted by Column SS to equal the final Sub-Amount in Column TT.

Table 12: Proportional adjustment

Area Column RR: Amount Column SS: Amount Column TT: Final
that can be reallocated* to be reallocated~ Subregion Allocation®
Urban Region 1 54% S (22,679) S 2,676,024
Urban Region 2 35% S (14,840) S 1,923,892
Rural Region 1 11% S (4,760) S 956,722
Rural Region 2 -% S 42,280 S 500,000

*Column RR is calculated as follows: if Column OO is over $500,000, then ((Column 00-5500,000)/54,098,917)
~Column SS is calculated as followed: if Column RR is a percentage, then (Column RR*542,280); if Column RR is n/a, then Column SS

equals Column PP.

*Column TT is calculated as follows: Column OO + Column SS.
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Texas Department of Housing and Community Affairs
Draft Example 2019 HTC Regional Allocation Formula

Table 1 - Raw Data

Region Individuals at or Below 200% Poverty HH at or Below 200% Poverty Cost-Burdened Renters Overcrowded Renters Vacant Units For Rent
1 202,603 71,339 37,697 4,207 7,602
- 2 103,106 36,305 17,976 1,492 4,373
§ 3 2,301,829 810,503 443,579 76,356 78,072
o 4 187,699 66,091 27,968 2,662 5,771
_cE 5 139,863 49,248 20,497 1,673 4,739
S 6 2,194,388 772,672 400,064 70,609 76,386
= 7 529,552 186,462 136,749 18,840 17,291
E 8 339,161 119,423 66,956 5,894 15,281
2 9 796,872 280,589 129,581 18,785 23,163
S 10 198,757 69,985 32,946 5,613 5,664
8 11 886,586 312,178 66,416 25,237 12,034
5 12 127,971 45,060 20,853 4,155 3,591
2 13 409,531 144,201 45,218 8,090 10,306
Subtotal 8,417,918 2,964,056 1,446,500 243,613 264,273
- 1 127,694 44,963 9,559 2,704 3,114
§ 2 99,330 34,975 8,192 1,145 2,942
o 3 95,934 33,780 11,850 1,580 2,418
b= 4 259,746 91,460 23,420 3,666 5,558
3 & 5 158,920 55,958 16,542 2,019 3,406
e § 6 71,324 25,114 8,979 953 1,675
& = 7 66,691 23,483 6,278 942 1,384
35 8 105,582 37,177 9,064 1,259 2,144
§ > 9 75,885 26,720 6,744 1,634 1,363
8 S 10 96,505 33,981 9,534 2,283 1,929
S 11 152,795 53,801 8,194 3,207 2,609
E. 12 62,243 21,917 4,990 1,077 998
é 13 11,953 4,209 1,018 170 431
Subtotal 1,384,602 487,536 124,364 22,639 29,971
Total 9,802,520 3,451,592 1,570,864 266,252 294,244

As presented to the Board 05/24/2018

Texas Average HH Size: 2.84




Texas Department of Housing and Community Affairs

Draft Example 2019 HTC Regional Allocation Formula

Table 2 - Weights

. Total Need % of Total Need . Total Availability % of Total Availability . Initial Subregion % of Total

Region . ] Weighted . . Weighted .
Variables Variables Variable Variable Allocation Award
1 113,243 2.1% S 2,087,694 7,602 2.6% S (839,660)] S 1,248,033.29 1.92%
" 2 55,773 1.1% S 1,028,202 4,373 1.5% S (483,009)] S 545,193.18 0.84%
§ 3 1,330,438 25.2% S 24,527,301 78,072 26.5% S (8,623,251)] S 15,904,049.46 24.47%
o 4 96,721 1.8% S 1,783,104 5,771 2.0% S (637,422)] S 1,145,682.55 1.76%
s 5 71,418 1.4% S 1,316,618 4,739 1.6% S (523,435)] S 793,183.77 1.22%

o)
S 6 1,243,345 23.5% S 22,921,691 76,386 26.0% S (8,437,028)] S 14,484,662.70 22.28%
= 7 342,051 6.5% S 6,305,883 17,291 5.9% S (1,909,835)] S 4,396,047.72 6.76%
E 8 192,273 3.6% S 3,544,648 15,281 5.2% S (1,687,825)] S 1,856,822.57 2.86%
2 9 428,955 8.1% S 7,907,998 23,163 7.9% S (2,558,412)] S 5,349,585.16 8.23%
§ 10 108,544 2.1% S 2,001,061 5,664 1.9% S (625,603)] S 1,375,457.73 2.12%
O 11 403,831 7.6% S 7,444,832 12,034 4.1% S (1,329,186)] S 6,115,645.98 9.41%
3 12 70,068 1.3% S 1,291,743 3,591 1.2% S (396,635)] S 895,107.83 1.38%
= 13 197,509 3.7% S 3,641,179 10,306 3.5% S (1,138,324)] S 2,502,855.43 3.85%
Subtotal 4,654,169 88.0% S 85,801,954 264,273 89.8% S (29,189,627)] S 56,612,327.35 87.10%
- 1 57,226 1.1% S 1,054,984 3,114 1.1% S (343,949)] S 711,035.06 1.09%
§ 2 44,312 0.8% S 816,921 2,942 1.0% S (324,951)] S 491,969.23 0.76%
o 3 47,210 0.9% S 870,332 2,418 0.8% S (267,074)] S 603,258.19 0.93%
= 4 118,546 2.2% S 2,185,453 5,558 1.9% S (613,895)] S 1,571,557.63 2.42%
g § 5 74,519 1.4% S 1,373,791 3,406 1.2% S (376,201)] S 997,589.42 1.53%
% © 6 35,046 0.7% S 646,092 1,675 0.6% S (185,008)] S 461,084.28 0.71%
(a9
& = 7 30,703 0.6% S 566,021 1,384 0.5% S (152,866)] S 413,154.34 0.64%
§ é 8 47,500 0.9% S 875,682 2,144 0.7% S (236,810)] S 638,871.86 0.98%
S > 9 35,098 0.7% S 647,051 1,363 0.5% S (150,547)] S 496,503.86 0.76%
S S 10 45,798 0.9% S 844,303 1,929 0.7% S (213,063)] S 631,239.59 0.97%
g 11 65,202 1.2% S 1,202,033 2,609 0.9% S (288,171)] S 913,862.20 1.41%
Eé 12 27,984 0.5% S 515,891 998 0.3% S (110,232)] S 405,659.25 0.62%
= 13 5,397 0.1% S 99,493 431 0.1% S (47,605)] S 51,887.74 0.08%
Subtotal 634,539 12.0% S 11,698,046 29,971 10.2% S (3,310,373)] S 8,387,672.65 12.90%
Total 5,288,708 100% S 97,500,000 294,244 100% S (32,500,000)] S 65,000,000.00 100.00%

As presented to the Board 05/24/2018

Total Sample Allocation: $65,000,000
Weight of Need Variables: 150%
Weight of Availability Variables: -50%




Texas Department of Housing and Community Affairs

Draft Example 2019 HTC Regional Allocation Formula

Table 3 - Reallocation

Region Initial Subregion Amount Needed to Amount that can be | % of Total Amount that Amount to be Final Subregion % of Total
Amount Reach Subregion Floor Reallocated can be Reallocated Reallocated Allocation Award

1 S 1,248,033.29 | S - S 748,033.29 1.42% S (9,652.08)] S 1,238,381.21 1.91%

" 2 S 545,193.18 | $ - S 45,193.18 0.09% S (583.14)] S 544,610.04 0.84%
§ 3 S 15,904,049.46 | S - S 15,404,049.46 29.24% S (198,762.72)] S  15,705,286.74 24.16%
a 4 S 1,145,682.55 | $ - S 645,682.55 1.23% S (8,331.42)] S 1,137,351.13 1.75%
_§ 5 S 793,183.77 | $ - S 293,183.77 0.56% S (3,783.03)] S 789,400.74 1.21%
S 6 S 14,484,662.70 | S - S 13,984,662.70 26.55% S (180,447.98)] S  14,304,214.72 22.01%
= 7 S 4,396,047.72 | S - S 3,896,047.72 7.40% S (50,271.78)] S 4,345,775.94 6.69%
E 8 S 1,856,822.57 | $ - S 1,356,822.57 2.58% S (17,507.46)] S 1,839,315.11 2.83%
L 9 S 5,349,585.16 | $ - S 4,849,585.16 9.21% S (62,575.54)] S 5,287,009.62 8.13%
S 10 S 1,375,457.73 | $ - S 875,457.73 1.66% S (11,296.27)] S 1,364,161.46 2.10%
S 11 S 6,115,645.98 | $ - S 5,615,645.98 10.66% S (72,460.24)] S 6,043,185.74 9.30%
3 12 S 895,107.83 | $ - ) 395,107.83 0.75% S (5,098.19)] $ 890,009.64 1.37%
2 13 S 2,502,855.43 | $ - S 2,002,855.43 3.80% S (25,843.40)] S 2,477,012.03 3.81%
Subtotal] S  56,612,327.35 | $ - S 50,112,327.35 95.13% S (646,613.24)] S  55,965,714.11 86.10%

- 1 S 711,035.06 | $ - S 211,035.06 0.40% S (2,723.04)] S 708,312.01 1.09%
§ 2 S 491,969.23 | $§ 8,030.77 | S - 0.00% S 8,030.771 $ 500,000.00 0.77%
¢ 3 S 603,258.19 | S - ) 103,258.19 0.20% ) (1,332.37)] $ 601,925.82 0.93%
= 4 S 1,571,557.63 | $ - S 1,071,557.63 2.03% S (13,826.60)] S 1,557,731.03 2.40%
3 & 5 S 997,589.42 | S - ) 497,589.42 0.94% S (6,420.53)] S 991,168.88 1.52%
%&‘é 6 S 461,084.28 | S 38,915.72 | $ - 0.00% S 38,915.72 | S 500,000.00 0.77%
& = 7 S 413,15434 | $ 86,845.66 | $ - 0.00% S 86,845.66 | S 500,000.00 0.77%
§ é 8 S 638,871.86 |S - S 138,871.86 0.26% S (1,791.90)] $ 637,079.95 0.98%
S > 9 S 496,503:86 | S 3,496.14 | S - 0.00% S 3,496.14 | S 500,000.00 0.77%
8 o) 10 S 631,239.59 | S - S 131,239.59 0.25% S (1,693.42)] S 629,546.17 0.97%
S 11 S 913,862.20 | S - S 413,862.20 0.79% S (5,340.18)] S 908,522.02 1.40%
= 12 S 405,659.25 | S 94,340.75 | $ - 0.00% S 94,340.75 | S 500,000.00 0.77%
é 13 S 51,887.74 'S 448,112.26 | S - 0.00% S 448,112.26 | S 500,000.00 0.77%
Subtotal | S 8,387,672.65 | § 679,741.29 | S 2,567,413.94 4.87% S 646,613.24 | S 9,034,285.89 13.90%

Total S  65,000,000.00 | S 679,741.29 | $ 52,679,741.29 100.00% S - S  65,000,000.00 100.00%

As presented to the Board 05/24/2018

Subregion Allocation Floor: $500,000.00




Texas Department of Housing and Community Affairs
Draft Example 2019 HOME MF Regional Allocation Formula

Table 1 - Raw Data

Region Individuals at or Below 200% Poverty HH at or Below 200% Poverty Cost-Burdened Renters Overcrowded Renters Vacant Units For Rent

1 29,020 10,218 3,233 532 680

- 2 17,689 6,229 1,685 142 497
§ 3 479,987 169,010 78,902 10,129 10,998
o 4 108,717 38,281 12,345 1,519 2,191
_cE 5 60,739 21,387 6,791 736 1,648
S 6 125,832 44,307 17,391 2,030 3,560
= 7 230,395 81,125 44,096 5,188 5,670
E 8 133,986 47,178 19,109 2,269 5,180
2 9 90,925 32,016 11,644 1,830 2,399
S 10 81,508 28,700 10,272 2,335 2,380
8 11 113,095 39,822 5,330 3,034 2,862
5 12 56,925 20,044 8,332 2,528 1,189

2 13 92,350 32,518 4,567 1,415 580
Subtotal 1,621,168 570,834 223,697 33,687 39,834
- 1 127,694 44,963 9,559 2,704 3,114
§ 2 99,330 34,975 8,192 1,145 2,942
o 3 95,934 33,780 11,850 1,580 2,418
b= 4 259,236 91,280 23,340 3,666 5,532
3 & 5 158,920 55,958 16,542 2,019 3,406
e § 6 71,324 25,114 8,979 953 1,675
& = 7 66,691 23,483 6,278 942 1,384
35 8 105,582 37,177 9,064 1,259 2,144
§ > 9 75,885 26,720 6,744 1,634 1,363
8 S 10 96,505 33,981 9,534 2,283 1,929
S 11 152,795 53,801 8,194 3,207 2,609

E. 12 62,243 21,917 4,990 1,077 998

é 13 11,953 4,209 1,018 170 431
Subtotal 1,384,092 487,356 124,284 22,639 29,945
Total 3,005,260 1,058,190 347,981 56,326 69,779

Variables from Participating Jurisdictions (PJs) are not counted for HOME Program RAFs.
Texas Average HH Size: 2.84

As presented to the Board 05/24/2018



Texas Department of Housing and Community Affairs
Draft Example 2019 HOME MF Regional Allocation Formula

Table 2 - Weights

- — - — - - >

Region |Total Need Variables % o\f/T?tzLIINeed Weighted Tota\I/A\'/aL)Ilz;\blllty % of T(z;cal'Agfllablllty Weighted Fm::lSubtr'eglon A:f To;al
ariables ariable ariable ocation war

1 13,983 1.0% S 179,274 680 1.0% S (60,907)] S 118,366.98 0.95%

" 2 8,056 0.6% S 103,276 497 0.7% S (44,516)] S 58,760.57 0.47%
§ 3 258,041 17.6% S 3,308,218 10,998 15.8% S (985,074)] S 2,323,143.79 18.59%
o 4 52,145 3.6% S 668,522 2,191 3.1% S  (196,245)] S 472,277.68 3.78%
_§ 5 28,914 2.0% S 370,693 1,648 2.4% S« (147,609)] S 223,083.79 1.78%
S 6 63,728 4.4% S 817,028 3,560 5.1% S  (318,864)] S 498,163.94 3.99%
= 7 130,409 8.9% S 1,671,914 5,670 8.1% S (507,853)] S 1,164,060.16 9.31%
2 8 68,556 4.7% S 878,927 5,180 7.4% S (463,965)] S 414,962.16 3.32%
é 9 45,490 3.1% S 583,204 2,399 3.4% S (214,875)] S 368,329.46 2.95%
§ 10 41,307 2.8% S 529,578 2,380 3.4% S (213,173)] S 316,404.94 2.53%
o 11 48,186 3.3% S 617,773 2,862 4.1% S (256,345)] S 361,427.75 2.89%
3 12 30,904 2.1% S 396,206 1,189 1.7% S (106,497)] S 289,709.14 2.32%
= 13 38,500 2.6% S 493,586 580 0.8% S (51,950)] S 441,635.93 3.53%
Subtotal 828,218 56.6% S 10,618,198 39,834 57.1% S (3,567,871)] S 7,050,326.29 56.40%

_C 1 57,226 3.9% S 733,664 3,114 4.5% S (278,916)] S 454,747.65 3.64%
e 2 44,312 3.0% S 568,108 2,942 4.2% S (263,511)] S 304,597.68 2.44%
z 3 47,210 3.2% S 605,252 2,418 3.5% S  (216,577)] S 388,675.56 3.11%
b= 4 118,286 8.1% S 1,516,494 5,532 7.9% S (495,493)] S 1,021,000.84 8.17%
§ § 5 74,519 5.1% S 955,370 3,406 4,9% S (305,070)] S 650,300.12 5.20%
5 £ 6 35,046 2.4% S 449,310 1,675 2.4% S  (150,027)] S 299,282.43 2.39%
P = 7 30,703 2.1% S 393,626 1,384 2.0% S (123,963)] S 269,662.93 2.16%
§ é 8 47,500 3.2% S 608,972 2,144 3.1% S (192,035)] S 416,937.63 3.34%
S Ti: 9 35,098 2.4% S 449,976 1,363 2.0% S (122,082)] S 327,894.28 2.62%
8o 10 45,798 3.1% S 587,150 1,929 2.8% S (172,778)] S 414,372.67 3.31%
g 11 65,202 4.5% S 835,925 2,609 3.7% S (233,684)] S 602,241.23 4.82%
Eé 12 27,984 1.9% S 358,764 998 1.4% S (89,389)] s 269,374.80 2.15%
2 13 5,397 0.4% S 69,190 431 0.6% S (38,604)] S 30,585.89 0.24%
Subtotal 634,279 43.4% S 8,131,802 29,945 42.9% S (2,682,129)] S 5,449,673.71 43.60%

Total 1,462,497 100% S 18,750,000 69,779 100% S (6,250,000)] S 12,500,000.00 100.00%

Variables from Participating Jurisdictions (PJs) are not counted for HOME Program RAFs.

As presented to the Board 05/24/2018

Total Sample Allocation: $12,500,000
Weight of Need Variables: 150%
Weight of Availability Variables: -50%




Texas Department of Housing and Community Affairs
Draft Example 2019 SHTF Regional Allocation Formula

Table 1 - Raw Data

Individuals at HH at or Cost- Cost- Over- Over- Jz;[;l Jz;[;l Vacant Vacant Total Inverse
Region or Below Below 200% | Burdened | Burdened | crowded | crowded . . Units For | Units For | Land Area . Population
200% Poverty Poverty Owners Renters Owners | Renters LaCk”_]g L?cklng Sale Rent Population Density
Plumbing | Kitchen
1 202,603 71,339 15,909 37,697 2,979 4,207 3,652 7,223 1,825 7,602 2,716 545,168 0.005
I 2 103,106 36,305 7,626 17,976 1,067 1,492 4,700 5,746 1,678 4,373 2,472 287,326 0.009
§ 3 2,301,829 810,503 265,443 | 443,579 39,247 76,356 27,166 56,854 18,111 78,072 9,603 7,018,464 0.001
o 4 187,699 66,091 15,077 27,968 3,148 2,662 5,928 7,950 2,605 5,771 2,663 476,806 0.006
_fg 5 139,863 49,248 11,207 20,497 2,116 1,673 6,777 6,215 1,698 4,739 2,101 392,368 0.005
5 6 2,194,388 772,672 229,351 | 400,064 40,675 70,609 37,129 55,387 19,968 76,386 7,612 6,453,485 0.001
= 7 529,552 186,462 76,234 136,749 8,139 18,840 5,447 10,643 5,797 17,291 3,332 1,864,329 0.002
f 8 339,161 119,423 26,269 66,956 3,653 5,894 6,845 12,073 3,975 15,281 4,438 880,216 0.005
2 9 796,872 280,589 77,418 129,581 12,888 18,785 14,329 22,609 7,171 23,163 4,498 2,217,176 0.002
5 10 198,757 69,985 16,097 32,946 3,913 5,613 6,829 10,246 1,865 5,664 2,666 538,091 0.005
2 11 886,586 312,178 45,613 66,416 28,697 25,237 20,346 15,599 4,305 12,034 5,823 1,513,125 0.004
%) 12 127,971 45,060 11,681 20,853 3,294 4,155 4,668 5,886 1,097 3,591 4,235 430,709 0.010
= 13 409,531 144,201 29,537 45,218 7,194 8,090 3,342 7,444 3,117 10,306 1,013 833,592 0.001
Subtotal | 8,417,918 2,964,056 827,462 | 1,446,500 157,010 | 243,613 | 147,158 | 223,875 73,212 264,273 53,171 23,450,855 0.056
. 1 127,694 44,963 6,256 9,559 2,822 2,704 8,256 11,868 1,405 3,114 36,633 317,381 0.115
§ 2 99,330 34,975 6,897 8,192 1,372 1,145 10,752 11,627 2,037 2,942 24,831 262,672 0.095
¢ 3 95,934 33,780 8,357 11,850 1,908 1,580 3,837 5,952 2,363 2,418 5,417 252,265 0.021
b= 4 259,746 91,460 21,019 23,420 4,661 3,666 12,378 16,395 3,710 5,558 12,756 651,131 0.020
3 5 158,920 55,958 9,914 16,542 2,521 2,019 10,442 11,517 2,627 3,406 9,910 379,907 0.026
% é 6 71,324 25,114 4,802 8,979 1,526 953 4,299 3,783 972 1,675 4,577 197,921 0.023
& = 7 66,691 23,483 8,441 6,278 1,423 942 3,529 4,976 1,351 1,384 5,105 195,075 0.026
é é 8 105,582 37,177 8,450 9,064 2,306 1,259 8,119 9,309 2,168 2,144 12,672 282,933 0.045
S > 9 75,885 26,720 7,251 6,744 2,298 1,634 4,324 4,946 1,504 1,363 6,857 224,932 0.030
8 5 10 96,505 33,981 4,850 9,534 2,783 2,283 7,552 7,455 856 1,929 14,905 249,946 0.060
g 11 152,795 53,801 5,883 8,194 4,600 3,207 7,232 6,387 846 2,609 18,214 276,474 0.066
2 12 62,243 21,917 2,999 4,990 1,369 1,077 5,517 6,327 943 998 35,496 190,650 0.186
é 13 11,953 4,209 524 1,018 284 170 1,070 1,359 295 431 20,687 24,293 0.852
Subtotal | 1,384,602 487,536 95,643 124,364 29,873 22,639 87,307 101,901 21,077 29,971 208,060 3,505,580 1.565
Total 9,802,520 3,451,592 923,105 | 1,570,864 | 186,883 | 266,252 | 234,465 | 325,776 94,289 294,244 261,232 26,956,435 1.621

As presented to the Board 05/24/2018

Texas Average HH Size: 2.84




Texas Department of Housing and Community Affairs
Draft Example 2019 SHTF Regional Allocation Formula

Table 2 - Weights

. % of Total
Total Need % of Total Total % of Total Regional Regional Final Subregion| % of Total

Region . Need Weighted Availability | Availability Weighted Coverage & Weighted . & ?

Variables . . . Coverage Allocation Award
Variables Variables Variables Factor Factor
1 143,006 2.1% S 61,650 9,427 2.4% S (14,558)] 0.005 0.3% S 1,844 ] S 48,936 1.63%
” 2 74,912 1.1% S 32,295 6,051 1.6% S (9,344)] 0.009 0.5% S 3,185]1 S 26,135 0.87%
§ 3 1,719,148 24.7% S 741,125 96,183 24.8% S (148,533)] 0.001 0.1% S 507 ]S 593,099 19.77%
o 4 128,824 1.9% S 55,536 8,376 2.2% S (12,935)] 0.006 0.3% S 2,0671S 44,669 1.49%
E 5 97,733 1.4% S 42,133 6,437 1.7% S (9,940)] 0.005 0.3% S 1,982 ] S 34,174 1.14%
S 6 1,605,887 23.1% S 692,298 96,354 24.8% S (148,797)] 0.001 0.1% S 437 1S 543,938 18.13%
= 7 442,514 6.4% S 190,768 23,088 5.9% S (35,654)] 0.002 0.1% S 662 ]S 155,775 5.19%
f 8 241,113 3.5% S 103,944 19,256 5.0% S (29,736)] 0.005 0.3% S 1,867 ] S 76,074 2.54%
2 9 556,199 8.0% S 239,777 30,334 7.8% S (46,844)] 0.002 0.1% S 751 1S 193,685 6.46%
§ 10 145,629 2.1% S 62,781 7,529 1.9% S (11,627)] 0.005 0.3% S 1,834 ] S 52,988 1.77%
© 11 514,086 7.4% S 221,623 16,339 4.2% S (25,232) 0.004 0.2% S 1,425 S 197,816 6.59%
§ 12 95,597 1.4% S 41,212 4,688 1.2% S (7,240) 0.010 0.6% S 3640] S 37,612 1.25%
13 245,026 3.5% S 105,631 13,423 3.5% S (20,729)] 0.001 0.1% S 450 S 85,352 2.85%
Subtotal | 6,009,674 86.4% S 2,590,772 337,485 86.9% S (521,168)] 0.056 3.4% S 20,650 | S 2,090,254 69.68%
_C 1 86,428 1.2% S 37,259 4,519 1.2% S (6,979)] 0.115 7.1% S 42,730] $ 73,010 2.43%
§ 2 74,960 1.1% S 32,315 4,979 1.3% S (7,689)] 0.095 5.8% S 34996 | S 59,623 1.99%
o 3 67,264 1.0% S 28,997 4,781 1.2% S (7,383)] 0.021 1.3% S 79501 S 29,564 0.99%
b= 4 172,999 2.5% S 74,580 9,268 2.4% S (14,312)] 0.020 1.2% S 7,253 1S 67,520 2.25%
3 § 5 108,913 1.6% S 46,952 6,033 1.6% S (9,317)] 0.026 1.6% S 9,657 1S 47,292 1.58%
% = 6 49,456 0.7% S 21,321 2,647 0.7% S (4,088)] 0.023 1.4% S 8,562 1S 25,795 0.86%
& = 7 49,072 0.7% S 21,155 2,735 0.7% S (4,224)] 0.026 1.6% S 9,6881]S 26,619 0.89%
& é 8 75,684 1.1% S 32,627 4,312 1.1% S (6,659)] 0.045 2.8% S 16,5811 S 42,549 1.42%
S > 9 53,917 0.8% S 23,244 2,867 0.7% S (4,427)] 0.030 1.9% S 11,2851 S 30,102 1.00%
S 5 10 68,438 1.0% S 29,503 2,785 0.7% S (4,301)] 0.060 3.7% S 22,076 | S 47,279 1.58%
S 11 89,304 1.3% S 38,499 3,455 0.9% S (5,335)] 0.066 4.1% S 24,389 | S 57,553 1.92%
E‘.: 12 44,196 0.6% S 19,053 1,941 0.5% S (2,997)] 0.186 11.5% S 68,926 | S 84,982 2.83%
2 13 8,634 0.1% S 3,722 726 0.2% S (1,121)] 0.852 52.5% S 315,258 ]S 317,858 10.60%
Subtotal 949,263 13.6% S 409,228 51,048 13.1% S (78,832)] 1.565 96.6% S 579,350] $ 909,746 30.32%
Total 6,958,937 100% S 3,000,000 388,533 100% S (600,000)] 1.621 200.0% S 600,000 | S 3,000,000 100.00%

As presented to the Board 05/24/2018

Total Sample Allocation: $3,000,000
Weight of Need Variables: 100%

Weight of Availability Variables: -20%

Weight of Regional Coverage Factor: 20%




Texas Department of Housing and Community Affairs
Draft Example 2019 HOME SF Regional Allocation Formula

Table 1 - Raw Data

Individuals at HH at or Cost- Cost- Over- Over- JET?SI JET?SI Vacant Vacant Total Inverse
Region or Below Below 200% | Burdened | Burdened | crowded | crowded . . Units For | Units For | Land Area . Population
200% Poverty Poverty Owners | Renters | Owners | Renters Lacklrlmg L?cklng Sale Rent Population Density
Plumbing | Kitchen
1 29,020 10,218 2,757 3,233 401 532 1,134 1,601 324 680 2,494 103,091 0.024
I 2 17,689 6,229 1,976 1,685 229 142 1,710 1,827 435 497 2,293 59,701 0.038
§ 3 479,987 169,010 86,106 78,902 8,956 10,129 9,472 18,301 5,830 10,998 7,665 2,062,220 0.004
o 4 108,717 38,281 9,975 12,345 1,876 1,519 5,272 5,928 1,554 2,191 2,557 295,211 0.009
_fg 5 60,739 21,387 6,453 6,791 1,104 736 3,235 3,155 963 1,648 1,941 219,726 0.009
5 6 125,832 44,307 14,219 17,391 2,772 2,030 3,923 4,435 2,066 3,560 2,606 428,761 0.006
= 7 230,395 81,125 44,118 44,096 4,693 5,188 2,636 5,327 3,925 5,670 3,034 956,550 0.003
f 8 133,986 47,178 12,668 19,109 1,799 2,269 3,955 7,086 2,002 5,180 4,202 425,576 0.010
2 9 90,925 32,016 13,884 11,644 1,957 1,830 2,697 3,459 1,064 2,399 3,258 358,410 0.009
5 10 81,508 28,700 6,351 10,272 1,656 2,335 3,816 5,321 734 2,380 2,508 218,041 0.012
2 11 113,095 39,822 4,715 5,330 3,819 3,034 4,085 2,762 632 2,862 3,991 185,376 0.022
%) 12 56,925 20,044 6,222 8,332 1,859 2,528 2,384 2,964 539 1,189 4,136 217,757 0.019
= 13 92,350 32,518 5,544 4,567 2,739 1,415 1,074 1,856 492 580 757 155,534 0.005
Subtotal | 1,621,168 570,834 214,988 | 223,697 | 33,860 33,687 45,393 64,022 20,560 39,834 41,442 5,685,954 0.169
. 1 127,694 44,963 6,256 9,559 2,822 2,704 8,256 11,868 1,405 3,114 36,633 317,381 0.115
§ 2 99,330 34,975 6,897 8,192 1,372 1,145 10,752 11,627 2,037 2,942 24,831 262,672 0.095
¢ 3 95,934 33,780 8,357 11,850 1,908 1,580 3,837 5,952 2,363 2,418 5,417 252,265 0.021
b= 4 259,236 91,280 20,963 23,340 4,661 3,666 12,353 16,370 3,710 5,532 12,753 648,596 0.020
3 5 158,920 55,958 9,914 16,542 2,521 2,019 10,442 11,517 2,627 3,406 9,910 379,907 0.026
% é 6 71,324 25,114 4,802 8,979 1,526 953 4,299 3,783 972 1,675 4,577 197,921 0.023
& = 7 66,691 23,483 8,441 6,278 1,423 942 3,529 4,976 1,351 1,384 5,105 195,075 0.026
é é 8 105,582 37,177 8,450 9,064 2,306 1,259 8,119 9,309 2,168 2,144 12,672 282,933 0.045
S > 9 75,885 26,720 7,251 6,744 2,298 1,634 4,324 4,946 1,504 1,363 6,857 224,932 0.030
8 5 10 96,505 33,981 4,850 9,534 2,783 2,283 7,552 7,455 856 1,929 14,903 249,946 0.060
g 11 152,795 53,801 5,883 8,194 4,600 3,207 7,232 6,387 846 2,609 18,214 276,474 0.066
2 12 62,243 21,917 2,999 4,990 1,369 1,077 5,517 6,327 943 998 35,496 190,650 0.186
é 13 11,953 4,209 524 1,018 284 170 1,070 1,359 295 431 20,687 24,293 0.852
Subtotal | 1,384,092 487,356 95,587 | 124,284 | 29,873 22,639 87,282 101,876 21,077 29,945 208,054 3,503,045 1.565
Total 3,005,260 1,058,190 310,575 | 347,981 | 63,733 56,326 132,675 | 165,898 41,637 69,779 249,496 9,188,999 1.734

Variables from Participating Jurisdictions (PJs) are not counted for HOME Program RAFs.

As presented to the Board 05/24/2018

Texas Average HH Size: 2.84




Texas Department of Housing and Community Affairs
Draft Example 2019 HOME SF Regional Allocation Formula

Table 2 - Weights

% of Total
% of Total Total % of Total Regional °0 . o Initial
Total Need Regional % of Total
Region . Need Weighted Availability | Availability Weighted Coverage & Weighted Subregion ?
Variables . . . Coverage . Award
Variables Variables Variables Factor Factor Allocation
1 19,876 0.9% S 139,621 1,004 0.9% S (27,034)] 0.024 1.4% S 41,851 | S 154,438 1.03%
” 2 13,798 0.6% S 96,921 932 0.8% S (25,095)] 0.038 2.2% S 66,451 | S 138,277 0.92%
§ 3 380,876 17.8% S 2,675,466 16,828 15.1% S (453,113)] 0.004 0.2% S 6,4311S 2,228,785 14.86%
E 4 75,196 3.5% S 528,213 3,745 3.4% S (100,838)] 0.009 0.5% S 14,984 | S 442,358 2.95%
= 5 42,861 2.0% S 301,078 2,611 2.3% S (70,304)] 0.009 0.5% S 15,283 ] S 246,056 1.64%
S 6 89,077 4.2% S 625,723 5,626 5.0% S (151,486)] 0.006 0.4% S 10,516 | S 484,753 3.23%
= 7 187,183 8.8% S 1,314,870 9,595 8.6% S (258,356)} 0.003 0.2% S 5488]1S 1,062,002 7.08%
f 8 94,064 4.4% S 660,755 7,182 6.4% S (193,383)] 0.010 0.6% S 17,084 | S 484,456 3.23%
2 9 67,487 3.2% S 474,062 3,463 3.1% S (93,245)]  0.009 0.5% S 15,729 | S 396,546 2.64%
5 10 58,451 2.7% S 410,590 3,114 2.8% S (83,848)] 0.012 0.7% S 19,901 | S 346,643 2.31%
o
o 11 63,567 3.0% S 446,529 3,494 3.1% S (94,080)] " 0.022 1.2% S 37,253 | S 389,702 2.60%
<
n 12 44,333 2.1% S 311,418 1,728 1.6% S (46,528) 0.019 1.1% S 32,8631 S 297,753 1.99%
=
13 49,713 2.3% S 349,207 1,072 1.0% S (28,865)] 0.005 0.3% S 8,426 S 328,768 2.19%
Subtotal 1,186,481 55.6% S 8,334,455 60,394 54.2% S (1,626,176)] 0.169 9.7% S 292,258 S 7,000,537 46.67%
_C 1 86,428 4.0% S 607,113 4,519 4.1% S _(121,679)] 0.115 6.7% S 199,701 S 685,135 4.57%
£ 2 74,960 3.5% S 526,560 4,979 4.5% S (134,065)]  0.095 5.5% S 163,557 | S 556,052 3.71%
3
o 3 67,264 3.1% S 472,494 4,781 4.3% S (128,734)] 0.021 1.2% S 37,1541 $ 380,915 2.54%
b= 4 172,633 8.1% S 1,212,665 9,242 8.3% S (248,851)] 0.020 1.1% S 34,0191 $ 997,833 6.65%
3 § 5 108,913 5.1% S 765,059 6,033 5.4% S  (162,445)] 0.026 1.5% S 45,132 | S 647,746 4.32%
% = 6 49,456 2.3% S 347,405 2,647 2.4% S (71,273)] 0.023 1.3% S 40,014 | S 316,146 2.11%
& = 7 49,072 2.3% S 344,705 2,735 2.5% S (73,643)] 0.026 1.5% S 45,275 | S 316,338 2.11%
,§ é 8 75,684 3.5% S 531,642 4,312 3.9% S (116,105)] 0.045 2.6% S 77,4921 S 493,028 3.29%
S > 9 53,917 2.5% S 378,741 2,867 2.6% S (77,197)] 0.030 1.8% S 52,7431 $ 354,287 2.36%
S 5 10 68,438 3.2% S 480,741 2,785 2.5% S (74,989)] 0.060 3.4% S 103,159 S 508,911 3.39%
S 11 89,304 4.2% S 627,318 3,455 3.1% S (93,030)] 0.066 3.8% S 113,986 S 648,274 4.32%
E‘.: 12 44,196 2.1% S 310,452 1,941 1.7% S (52,264)] 0.186 10.7% S 322,132 S 580,321 3.87%
2 13 8,634 0.4% S 60,648 726 0.7% S (19,548)] 0.852 49.1% S 1,473,379 S 1,514,479 10.10%
Subtotal 948,897 44.4% S 6,665,545 51,022 45.8% S (1,373,824)] 1.565 90.3% S 2,707,742 1 S 7,999,463 53.33%
Total 2,135,378 100% S 15,000,000 111,416 100% S (3,000,000)] 1.734 200.0% S 3,000,000 ] $ 15,000,000 100.00%

Variables from Participating Jurisdictions (PJs) are not counted for HOME Program RAFs.
Total Sample Allocation: $15,000,000
Weight of Need Variables: 100%
Weight of Availability Variables: -20%
Weight of Regional Coverage Factor: 20%

As presented to the Board 05/24/2018



Texas Department of Housing and Community Affairs
Draft Example 2019 HOME SF Regional Allocation Formula

Table 3 - Supplemental Allocation

Region Initial Subregion Amount Supplemental Amount Eszfed to Reach Subregion Final Subregion Allocation % of Total Award

1 S 154,438.31 | $ - S 154,438.31 1.03%
" 2 S 138,277.23 | - S 138,277.23 0.92%
§ 3 S 2,228,784.52 | $ - S 2,228,784.52 14.86%
o 4 S 442,358.40 | S - S 442,358.40 2.95%
_fg 5 S 246,056.14 | S - S 246,056.14 1.64%
S 6 S 484,753.37 | S - S 484,753.37 3.23%
s 7 S 1,062,001.62 | $ - S 1,062,001.62 7.08%
f 8 S 484,455.53 | § - S 484,455.53 3.23%
2 9 S 396,546.15 | $ - S 396,546.15 2.64%
§ 10 S 346,642.64 | § = S 346,642.64 2.31%
: 11 S 389,701.72 | $ - S 389,701.72 2.60%
%) 12 S 297,752.80 | $§ - S 297,752.80 1.99%
= 13 S 328,768.31 | $ - S 328,768.31 2.19%
Subtotal | $ 7,000,536.73 | S - S 7,000,536.73 46.67%
_C 1 S 685,134.52 | $ - S 685,134.52 4.57%
§ 2 S 556,051.94] S - S 556,051.94 3.71%
o 3 S 380,914.65 | S - S 380,914.65 2.54%
b= 4 S 997,833.03 |'S - S 997,833.03 6.65%
3 & 5 S 647,745.72 | S - S 647,745.72 4.32%
% é 6 S 316,146.08 | $ - S 316,146.08 2.11%
& = 7 S 316,337.73 | $ - S 316,337.73 2.11%
é é 8 S 493,028.35 | S - S 493,028.35 3.29%
S > 9 S 354,287.03 | $ - S 354,287.03 2.36%
8 & 10 S 508,910.80 | $ - S 508,910.80 3.39%
S 11 S 648,273.83 | S - S 648,273.83 4.32%
= 12 S 580,321.07 | $ - S 580,321.07 3.87%
é 13 S 1,514,478.52 | $§ - S 1,514,478.52 10.10%
Subtotal | $ 7,999,463.27 | S - S 7,999,463.27 53.33%

Total | S 15,000,000.00 | S - S 15,000,000.00 100.00%

Variables from Participating Jurisdictions (PJs) are not counted for HOME Program RAFs.
Subregion Allocation Floor: $100,000.00

As presented to the Board 05/24/2018
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
MAY 24, 2018

Presentation, discussion, and possible action on Resolution No. 18-020 authorizing the filing of one
or more applications for reservation with the Texas Bond Review Board with respect to qualified
mortgage bonds; authorizing state debt application; approving an underwriting team; and containing
other provisions relating to the subject

RECOMMENDED ACTION

Approve the attached resolution.

BACKGROUND

Historically, single family mortgage revenue bonds (“MRBs”) have been the primary financing
method for providing homeownership opportunities through the Department’s first-time
homebuyer program. Since the collapse of the housing market in 2008, the economics of traditional
MRBs have been difficult at best; costs have been high and the resulting mortgage rates unattractive.
Recently however, many housing finance authorities, including the Department, have included
MRBs in their overall financing plan, taking advantage of specialized and targeted structures and
investor appetite for higher yielding bonds. The Department successfully issued MRBs in October
2015, February 2016, and June 2017.

Staff has been working with the Department’s Financial Advisor and Bond Counsel to evaluate
market conditions and various structure options for a new money single family mortgage revenue
bond program. Based on current market conditions, staff is requesting Board authorization to begin
moving forward with the issuance of MRBs. The preliminary structure includes a tax-exempt series
not to exceed $150 million (the “2018A Bonds”) and a taxable series not to exceed $50 million (the
“2018B Bonds”).

In order to begin the issuance of tax exempt single family MRBs, the Department must submit an
application to the Texas Bond Review Board to draw down private activity bond authority known as
volume cap. Staff is requesting authorization to apply for an amount not-to-exceed $150 million in
single family private activity bond authority for the 2018A Bonds. The 2018B Bonds require no
private activity bond authority.

At this time, staff is not seeking nor is the Board granting, final approval of a bond issue with
respect to the financing structure, target mortgage rates, timing, and/or size of the issue. Staff will
return to the Board with those specifics, and with substantially final documents, at a later date for
final Board approval before pricing and selling the Bonds.




Staff recommends RBC Capital Markets as the Senior and Book-Running Manager, Jefferies as Co-
Senior Manager, and J.P. Morgan and Fidelity Capital Markets as Co-Managers for this transaction.
Exhibit A lists the current members of the Department’s underwriting team, and Exhibit B details
the recent history of underwriter roles for the Department’s SFMRBs.

Key dates for this transaction are preliminary and subject to change:

06/21/2018

06/27/2018

06/28/2018

07/19/2018*
07/19/2018
08/01/2018

08/08/2018
09/12/2018

Board Books for the meeting to be held June 28, 2018, are posted and
include substantially final documents

Exempt Issuer — State Debt Notice of Intent and Application is filed with
the Texas Bond Review Board

Board meeting to grant final approval for the bond issue, including approval
of substantially final documents

BRB approval is received
Preliminary Official Statement is distributed

Bonds (and Guaranteed Investment Contract if applicable) are priced and the
Bond Purchase Agreement is executed

Official Statement is distributed

Bond issue closes

*Approval is expected prior to the BRB meeting on July 19, 2018.



Exhibit A

Texas Department of Housing and Community Affairs
Current Underwriting Team

Underwriter Eligible Role

Fidelity Capital Markets Co Manager
J.P. Morgan Senior or Co Manager
Jefferies Senior or Co Manager

Piper Jaffray & Co. Co Manager
Ramirez & Co., Inc. Senior or Co Manager
RBC Capital Markets Senior or Co Manager

The term of the current Underwriting Team expires August 31, 2018, and may be
extended in one year increments until August 31, 2020.




Texas Department of Housing and Community Affairs

Exhibit B

Underwriting Roles, Recent History

Prior Underwriting Team

Current Underwriting Team

Total Par Amount $53,695,000 $91,245,000 Total Par Amount $133,700,952
2017 Series A
2015 Series A 2016 Series A Tax-Exempt New Money
Taxable Refunding Tax-Exempt New Money and.
. _— . o 2017 Series B
Series and Description and and Series and Description Taxable Refunding
2015 Series B 2016 Series B and
Tax-Exempt New Money Taxable Refunding 2017 Series C
Taxable New Money
Date Issued 10/29/2015 2/24/2016 Date Issued 6/22/2017
Underwriter Eligible Role Role on Transaction Role on Transaction Eligible Role Role on Transaction
Estrada Hinojosa & Co., Inc. Co Manager Co Manager N/A Not on UW Team Not on UW Team
Fidelity Capital Markets Not on UW Team Not on UW Team Not on UW Team Co Manager N/A
J.P. Morgan Senior or Co Manager N/A Senior Manager Senior or Co Manager N/A
Jefferies Not on UW Team Not on UW Team Not on UW Team Senior or Co Manager Co Manager
Loop Capital Markets Co Manager N/A N/A Not on UW Team Not on UW Team
Morgan Stanley & Co. Senior or Co Manager Senior Manager Co Manager Not on UW Team Not on UW Team
Piper Jaffray & Co. Not on UW Team Not on UW Team Not on UW Team Co Manager N/A
Ramirez & Co., Inc. Senior or Co Manager Co Manager Co Manager Senior or Co Manager Senior Manager
Raymond James & Associates Co Manager N/A N/A Not on UW Team Not on UW Team
RBC Capital Markets Co Manager Co Manager Co Manager Senior or Co Manager Co Manager




RESOLUTION NO. 18-020

RESOLUTION AUTHORIZING THE FILING OF ONE OR MORE
APPLICATIONS FOR RESERVATION WITH THE TEXAS BOND REVIEW
BOARD WITH RESPECT TO QUALIFIED MORTGAGE BONDS;
AUTHORIZING STATE DEBT APPLICATION; APPROVING AN
UNDERWRITING TEAM; 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, as amended from time to time (the “Act”), for the purpose, among
others, of providing a means of financing the costs of residential ownership, development and
rehabilitation that will provide decent, safe, and affordable living environments for persons and
families of low and very low income (as defined in the Act) and families of moderate income (as
described in the Act and 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 make, acquire and finance, and to
enter into advance commitments to make, acquire and finance, mortgage loans and participating
interests therein, secured by mortgages on residential housing in the State of Texas (the “State”);
(b) to issue its bonds, for the purpose, among others, of obtaining funds to acquire or finance such
mortgage loans, 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 single family mortgage loans or participating interests, and to
mortgage, pledge or grant security interests in such mortgages or participating interests, 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 (d) to issue its revenue bonds for the purpose of refunding
any bonds theretofore issued by the Department; and

WHEREAS, 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 will 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; and

WHEREAS, 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; and

WHEREAS, the private activity bond “State ceiling” (as defined in Section 146(d) of the
Code) applicable to 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”);
and
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WHEREAS, the Allocation Act requires the Department, in order to reserve a portion of
the State ceiling for qualified mortgage bonds (the “Reservation”) and satisfy the requirements of
Section 146(a) of the Code, to file an application for reservation (the “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; and

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

WHEREAS, the Board has determined to authorize the filing of one or more Applications
for Reservation in the maximum aggregate amount of $150,000,000 with respect to qualified
mortgage bonds; and

WHEREAS, the Board further desires to approve an application to the Bond Review Board
for approval of state bonds; and

WHEREAS, the Board further desires to approve an underwriting team for the qualified
mortgage bonds referenced in this Resolution;

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

ARTICLE 1

APPROVAL OF CERTAIN ACTIONS

Section 1.1 Applications for Reservation. The Board hereby authorizes Bracewell LLP,
as Bond Counsel to the Department, to file on its behalf with the Bond Review Board one or more
Applications for Reservation in the maximum aggregate amount of $150,000,000 with respect to
qualified mortgage bonds, together with any other documents and opinions required by the Bond
Review Board as a condition to the granting of one or more Reservations.

Section 1.2 State Debt Application. The Board hereby authorizes and approves the
submission of the application for approval of state bonds to the Bond Review Board on behalf of
the Department in accordance with Chapter 1231, Texas Government Code.

Section 1.3 Authorization of Certain Actions. The Authorized Representatives of the
Department named in this Resolution are hereby authorized to take such actions on behalf of the
Department as may be necessary to carry out the purposes of this Resolution, including the
submission of any carryforward designation requests for such Reservations.

Section 1.4 Underwriting Team. From the approved current pool of underwriters, the
Board designates RBC Capital Markets as the senior and book-running manager, Jeffries as co-senior
manager and J.P. Morgan and Fidelity Capital Markets as the co-managers.
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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 Deputy Executive Directors of the Department, the Chief Financial Officer of the
Department, the Chief Investment Officer of the Department, the Director of Texas
Homeownership of the Department, the Director of Multifamily Finance of the Department, and
the Secretary or any Assistant Secretary to the Board. Such persons are referred to herein
collectively as the “Authorized Representatives.” Any one of the Authorized Representatives is
authorized to act individually as set forth in this Resolution.

ARTICLE 2

GENERAL PROVISIONS

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

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

PASSED AND APPROVED this 24th day of May, 2018.

Chair, Governing Board

ATTEST:

Secretary to the Governing Board

(SEAL)
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION
MAY 24, 2018

Presentation, discussion, and possible action on a Determination Notice for Housing Tax Credits with
another Issuer (#18401 Pathways at Chalmers Courts South, Austin)

RECOMMENDED ACTION

WHEREAS, an application for 4% Housing Tax Credits for Pathways at Chalmers Courts
South, sponsored by the Housing Authority of the City of Austin, Austin Affordable
Housing Corporation, and Carleton Development, Ltd. was submitted on December 8,
2017

WHEREAS, the Certification of Reservation from the Texas Bond Review Board was
issued on May 11, 2018, and will expire on October 8, 2018;

WHEREAS, the proposed issuer of the bonds is the Austin Affordable PFC, Inc.;

WHEREAS, pursuant to 10 TAC §10.101(2)(3) of the Uniform Multifamily Rules related to
Undesirable Neighborhood Characteristics, applicants are required to disclose to the
Department the presence of certain characteristics of a proposed development site;

WHEREAS, the applicant has disclosed the presence of such characteristic, specifically the
proposed Development is located within the attendance zone of a middle school that did not
achieve the Met Standard rating by the Texas Education Agency (“TEA”) for 2017,

WHEREAS, staff has conducted a further review of the proposed development site and
surrounding neighborhood and based on the mitigation provided, which includes a letter
from the Superintendent for the Austin Independent School District (“AISD”), and the
conclusions noted therein, staff recommends the proposed site be found eligible under 10
TAC §10.101(2)(3)(C)(vii) of the Uniform Multifamily Rules; and

WHEREAS, in accordance with 10 TAC §1.301(d)(1), the compliance history is designated
as a Category 3 and deemed acceptable by Executive Award and Review Advisory
Committee (“EARAC”) after review and discussion;

NOW, therefore, it is hereby

RESOLVED, that the site for Pathways at Chalmers Courts South is hereby found to be
eligible; and

FURTHER RESOLVED, that the issuance of a Determination Notice of $656,951 in 4%
Housing Tax Credits, subject to underwriting conditions that may be applicable as found in
the Real Estate Analysis report posted to the Department’s website for Pathways at
Chalmers Courts South, is hereby approved as presented to this meeting.
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BACKGROUND

General Information: Pathways at Chalmers Courts South is the proposed new construction of 86 units to be
located at the southwest corner of East 3 Street and Chalmers Avenue in Austin, Travis County. The
proposed development will be part of the Housing Authority of the City of Austin’s existing public housing
development, Chalmers Courts, which will be reconstructed. The proposed development will be available
new construction housing for these residents during the reconstruction. All of the units will be rent and
income restricted at 60% of Area Median Family Income (“AMFI”). The site will serve a general
population, and the site was recently re-zoned in order to conform to current zoning requirements. The
census tract (0009.02) has a median household income of $38,042, is in the fourth quartile, and has a
poverty rate of 26.6%.

Site Analysis: The applicant disclosed that Pathways at Chalmers Courts South site violates 10 TAC
§10.101(2)(3)(B)(iv) of the Uniform Multifamily Rules. The proposed Development Site is located within
the attendance zone of Martin Middle School, which received an Improvement Requirement rating for 2017
and 2015. The middle school did achieve a Met Standard rating for the 2016 school year. The school failed
to achieve the target score under Index 2 (relating to Student Progress) by one point, resulting in the
Improvement Required rating. The Department received a letter from Paul Cruz, PhD., Superintendent for
AISD, stating that AISD is confident that the middle school will achieve a Met Standard rating by the date
the proposed Development is anticipated to be available for occupancy. Moreover, the Superintendent
outlined current progress being made to meet the goals and performance objectives identified in the
Campus Improvement Plan for Martin Middle School, along with a summarization of efforts being made to
increase student performance.

Staff believes the one year Improvement Required rating is not of such a nature or severity that should
render the proposed Development ineligible based on the assessment and mitigation provided and believes
that the application should be found eligible pursuant to 10 TAC §10.101(2)(3) of the Uniform Multifamily
Rules.

Organizational Structure and Previons Participation: The Borrower is Pathways at Chalmers Courts South, P and
includes the entities and principals as illustrated in Exhibit A. The applicant’s portfolio is considered a
Category 3, and the previous participation was deemed acceptable by EARAC without further review or
discussion. EARAC also reviewed the proposed financing and the underwriting report, and recommends
issuance of a Determination Notice.

Public Comment: There have been no letters of support or opposition submitted to the Department.
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Organizational Chart
Development: Pathways at Chalmers Courts South

EXHIBIT A

Pathways at Chalmers Courts South
Project Name

Pathways at Chalmers Courts South, LP,
a Texas limited partnership
Project Owner

Pathways at Chalmess Courts South GP, LLC, 2
Texas limited iability company
0.01% General Partner

Austin Affordable Housing Corporation, 2 Texas
nonprofit corparation
100% - Sole Member of GP

Michael Gerber, Prasident & C20, 0%
Ron Kowal, Vice President, 0%

Martha Ross, Treasurer, 0%

canl 5. Richie, Ir,, Board Member, 0%

Dr. Tyra Duncan-Hall, Board Member, (%
charles C. Bailey, Board Member, 0%
Edwina Carrington, Board Member, 0%
Mary Apostalou, Board Member, 0%

Guarantors:
Austin Affordable Housing Corporation
Carleton Development, Ltd.

[

Carleton GP W, Inc,,
a Texas corporation
0.01% Class B Special Limited Partner

Syndicator
99.99%- Investor Limited Partner

printice L, Gary
president, 56.6%

Jeff Fulenchek
Vice President, 15%

Neal R, Hildebrandt
Vica President, 28%
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Carleton Development, Ltd,
a Tesas [imited partnership
B0% Co-Developer

Printice L. Gary
56.03% Partner

Jeff Fulenchek
14.85% Partner

MNeal R. Hildebrandt
28.12% Partner

H Southwest I, Inc,,
1% General Partner

L

Printica L. Gary
Prasident, 575%

Jeff Fulenchik
Vice Prasident, 15%

Daveloper

Bustin Affordable Housing Corporation,
a Tewas nonprofit corparation
403 Co-Depeloper

Michael Gerber, President & CEO, 0%
Ron Kowal, Vice President, 05

Martha Ross, Treasurer, 0%

Carl 5. Richie, Jr., Board Member, 0%

Or. Tyra Duncan-Hall, Board Member, 0%
Charlas C. Bailey, Board Member, 0%
Edwina Carrington, Board Member, 0%
Is3ac Robinson, Board Member, 0%

Meal . Hildebrandt
Vice Prasident, 28%



18401 Pathways at Chalmers Courts South - Application Summary

PROPERTY IDENTIFICATION

RECOMMENDATION

REAL ESTATE ANALYSIS DIVISIO
May 17, 2018

KEY PRINCIPAL / SPONSOR

Application #

18401

TDHCA Program

Request

Recommended

Development

Pathways at Chalmers Courts South

LIHTC (4% Credit)

$666,396

$656,951 |  $7,630/Unit | $0.95

City / County

Austin / Travis

Region/Area 7 / Urban
Population General
Set-Aside General

Activity New Construction

Suzanne Schwertner
Ron Kowal
Will Henderson

Austin Affordable Housing Corporation

Related-Parties

Contractor - Yes

Seller- Yes

TYPICAL BUILDING ELEVATION/PHOTO

UNIT DISTRIBUTION

INCOME DISTRIBUTION

Notes:

Roof pitch to be 1/4" per foot
= All other sides of building are similar composition to the East elevation
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Building Skin Material Approximate Percentages:

Stucco/Brick: 60%
Fiber Cement Siding: 22%
Glazing: 18%

# Beds | # Units | % Total || Income | # Units | % Total
Eff - o%| 30% - 0%
1 44 B0 5190 40% - 0%
2 32 37%|| 50% - 0%
3 7%|  60% 86 | 100%
4 5% MR - @

TOTAL 86l 100%| TOTAL 86|l 100%

PRO FORMA FEASIBILITY INDICATORS

Pro Forma Underwritten

Applicant's Pro Forma

Debt Coverage [@ 1.21|ExpenseRatio  |@ 455%
Breakeven Occ. [@ 83.9%|Breakeven Rent $873
Average Rent $964 |B/E Rent Margin |@ $90

Property Taxes

Exempt| Exemption/PILOT | 100%

Total Expense

$4,922/unit|Controllable | $3,615/unit

_SITE PLAN__ _

MARKET FEASIBILITY INDICATORS

= ORMUCOHRP 70NN

CEMULONP TONNG.

Gross Capture Rate (10% Maximum)

@ 3.9%

Highest Unit Capture Rate

D 19%| 2BR/60% | 32

Dominant Unit Cap. Rate  |[)  14%| 1BR/60% | 44
Premiums (160% Rents) No N/A
Rent Assisted Units N/A

DEVELOPMENT COST SUMMARY
Costs Underwritten | Applicant's Costs
Avg.UnitSize |  846SF|  Density| 39.6/acre
Acquisition $OOK/unit $2K
Building Cost | $103.53/SF|  $88K/unit $7,531K
Hard Cost $107K/unit $9,201K
Total Cost $187K/unit|  $16,101K
Developer Fee $1,976K| (30% Deferred)| Paid Year: 6
Contractor Fee $1,288K| 30% Boost Yes

#18401 Pathways at Chalmers Courts South
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DEBT (Must Pay) CASH FLOW DEBT / GRANT FUNDS EQUITY / DEFERRED FEES
Source Term/Amort Rate Amount Source Term| Rate Amount Source Amount
20.5/35 4.99%| $6,940,000 | 1.21[JAAHC Cash Flow Loan 50/0 0.00% $2,337,502 . National Equity Fund $6,239,785

AAHC and Carleton Development, Ltd. $583,669

TOTAL EQUITY SOURCES $6,823,454
TOTAL DEBT SOURCES $9,277,502

TOTAL DEBT (Must Pay $6,940,000 CASH FLOW DEBT / GRANTS $2,337,502 TOTAL CAPITALIZATION $16,100,956
CONDITIONS

Receipt and acceptance by Cost Certification:

- Certification that testing for asbestos was performed on the existing structures prior to demolition, and if necessary, a certification that any appropriate abatement procedures were
implemented by a qualified abatement company.

Should any terms of the proposed capital structure change or if there are material changes to the overall development plan or costs, the analysis must be re-evaluated and adjustment to the credit
allocation and/or terms of other TDHCA funds may be warranted.

BOND RESERVATION / ISSUER AERIAL PHOTOGRAPH(s)
Issuer Austin Affordable PFC, Inc.
Expiration Date 10/8/2018
Bond Amount $15,000,000
BRB Priority Priority 3
Close Date TBD
Bond Structure Private Placement

RISK PROFILE
STRENGTHS/MITIGATING FACTORS
Location
Developer experience
Housing Authority involvement
Healthy Expense to Income Ratio (45.5%)

Green initiatives
WEAKNESSES/RISKS

Low parking to unit ratio
Feasibility dependent on property tax exemption

@ HOPE Outdoor Gallery

Rollingwood
Zilker

Metropolitan Austin , w

Park 1640 East 2nd Street
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION
MAY 24, 2018

Presentation, discussion, and possible action regarding a modification to the Subordinate Promissory
Note for Houston DMA Housing, LL.C

RECOMMENDED ACTION

WHEREAS, the Department awarded TCAP Repayment Funds (“TCAP RF”)
under the 2015-1 Multifamily Development Program Notice of Funding Availability
to Houston DMA Housing, LL.C (“the Development Owner”) for the construction
of Altura Heights on July 30, 2015;

WHEREAS, the Development Owner closed on the TCAP RF loan on August 10,
2016, and a Subordinate Promissory Note (“Note”), which identified a TCAP RF
loan amount of $800,000, was executed the same day;

WHEREAS, $720,000 in TCAP RF has been disbursed to the Development Owner
as reimbursement for construction costs;

WHEREAS, construction was completed in October 2017 and the Department
issued a Final Construction Inspection Letter noting several deficiencies on
December 19, 2017;

WHEREAS, the Development Owner has requested that the stated principal
amount of the TCAP RF loan be reduced to the amount drawn — $720,000 — since
the deal has slightly more sources among debt and principal equity than there are
uses; and

WHEREAS, 10 TAC §13.13(b) requires Board approval for a modification to the
Direct Loan amount post-closing;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director or his designee be and each of them
hereby are authorized, empowered, and directed, for and on behalf of this Board to
modify the Note to reflect a principal amount of $§720,000 while maintaining the
monthly payment amount, interest rate, amortization, and term.

BACKGROUND

The TCAP RF loan for $800,000 to Houston DMA Housing, LLC closed on August 10, 2016.
Construction commenced soon thereafter and was completed in October 2017. Over the course of
construction, $720,000 in TCAP RF was drawn for construction costs. While $80,000 remains
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available, the Development Owner indicated that they would prefer not to draw those funds since
the deal is slightly oversourced, and would prefer to reduce the principal amount of the TCAP RF
loan as a result. The alternative to reducing the principal amount of the TCAP RF loan would be to
reduce the housing tax credit allocation.

While the principal amount of the loan would be modified to reflect the amount drawn, the monthly
principal and interest payments of $3,372.83, interest rate of 3.0%, amortization of thirty years, and
term of fifteen years will be maintained. As a result of this modification, the balloon payment in year
15 will be reduced. Additionally, the Department’s projected Match as a result of the net present
value of the yield foregone on the below market interest rate loan sourced with non-federal funds
(TCAP RF) will decrease by approximately $11,188.

The Department has historically not reduced the principal amounts of Direct Loans on tax credit
layered deals that are oversourced at cost certification due to the commitment and expenditure
deadlines associated with traditional Direct Loan sources such as HOME; preferring to cut credits
instead. However, because the source of the Direct Loan for Houston DMA Housing, LLC is
TCAP RF, which does not have any commitment and expenditure deadlines, staff is more willing to
recommend approval of the request to reduce the principal amount.

Once the Note has been modified, the Department will de-obligate $80,000 from Houston DMA

Housing, LLC’s TCAP RF Contract in the Housing Contract System, which will then become
available in a future Direct Loan Notice of Funding Availability.
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Andrew Sinnott

From: Valentin DeLeon [Valentind@dmacompanies.com]
Sent: Thursday, April 12, 2018 1:20 PM

To: Andrew Sinnott

Cc: Lucy Trevino

Subject: RE: Altura Heights - TCAP - TDHCA# 15306
Andrew,

You are correct. Let me know if you have any other questions. Our cost certification should be submitted by COB
today and will include our final sources and uses.

Thanks again for all of your help.

Valentin DeLeon

Project Manager

DMA Development Company, LLC

4101 Parkstone Heights Drive, Suite 310
Austin, Texas 78746

Office: 512-328-3232 ext. 4514
Mobile:512-417-0985

DMA

COMPANIES

From: Andrew Sinnott <andrew.sinnott@tdhca.state.tx.us>
Sent: Thursday, April 12,2018 1:13 PM

To: Valentin DeLeon <Valentind@dmacompanies.com>

Cc: Lucy Trevino <lucy.trevino@tdhca.state.tx.us>

Subject: RE: Altura Heights - TCAP - TDHCA# 15306

Hi Valentin,

| think you had told me on the phone that the primary reason for this request was that this deal was slightly
oversourced and you would prefer that the reduction come from the principal amount of the TCAP RF loan (while
maintaining the planned monthly payment amounts) rather than from the credits, is that correct? Regardless of the
reason, | believe a reduction in the principal amount of the TCAP RF loan should be possible since TCAP RF does not
have any commitment or expenditure deadlines associated with it.

Once | get a response, we will route this Note Modification request through Multifamily, Asset Management, and
Legal and let you know if we need anything else.

Thanks,

Andrew Sinnott
Multifamily Loan Programs Administrator
512.475.0538

Any person receiving guidance from TDHCA staff should be mindful that, as set forth in 10 TAC Section 11.1(b), there are important
limitations and caveats (Also see 10 TAC §10.2(b)).

From: Valentin DeLeon [mailto:Valentind@dmacompanies.com]
Sent: Thursday, April 12, 2018 10:16 AM




To: Andrew Sinnott
Cc: Lucy Trevino; Valentin DelLeon
Subject: Altura Heights - TCAP - TDHCA# 15306

Andrew,

Pursuant to our conversation earlier this week, please accept this email as our formal request to modify our TCAP
loan amount from $800,000 to $720,000. As we discussed, we acknowledge that our debt service will remain at
$40,474.

Our close out documentation will be submitted under separate cover later this week. Please confirm receipt, and let
me know what other documentation you may need from me to get started.

Regards,

Valentin DeLeon

Project Manager

DMA Development Company, LLC

4101 Parkstone Heights Drive, Suite 310
Austin, Texas 78746

Office: 512-328-3232 ext. 4514
Mobile:512-417-0985

DMA

COMPANIES
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BOARD ACTION ITEM
MULTIFAMILY FINANCE DIVISION
MAY 25, 2018

Presentation, discussion, and possible action regarding determinations of eligibility under 10 TAC
10.201(1)(m) related to Ineligible Applicants and Applications

18033 The Miramonte Fifth Street CDP
18047 Miramonte Single Living Fifth Street CDP
18052 Nacogdoches Lofts San Antonio
18053 Alazan Lofts San Antonio
18054 Piedmont Lofts San Antonio
18086 Village at Overlook San Antonio
18096 Patriot Park Family Plano
18106 Hallsville Estates Hallsville
18109 The Trails at San Angelo San Angelo
18186 Avanti at Greenwood Corpus Christi
18188 Avanti at Sienna Palms Weslaco
18204 Cielo at Mountain Creek Dallas
18219 Cypress Creek Apartment Homes at Park South View  Houston
18250 Sweetbriar Hills Jasper
18298 Heritage at Wylie Wylie
18306 Campanile on Commerce Houston
18320 Seaside Lodge Chesapeake Seabrook
18327 Scott Street Lofts Houston
18331 Greens at Mission Bend Houston
18333 Fulton Lofts Houston
18357 Capella Brownsville
18358 Ovation Sr Living Brownsville
RECOMMENDED ACTION

WHEREAS, Applicants are required by 10 TAC §10.202(1)(m) to disclose any other
affordable housing transaction that has terminated voluntarily or involuntarily in the
ten years preceding submission of the Application, or plans or negotiation to
terminate their relationship with an affordable housing development in the future;

WHEREAS, the Applicants for 2018 Competitive Housing Tax Credits listed herein
have disclosed terminations in their Applications, and provided the required
information; and

WHEREAS, Staff has reviewed the disclosures and recommends that the
Applicants be found eligible under this section;

NOW, therefore, it is hereby
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RESOLVED, that the Applicants described herein are found eligible under 10 TAC
§10.202(1)(m) related to Ineligible Applicants and Applications.

BACKGROUND

10 TAC §10.202(1)(m) requires that Applicants for all Multifamily Programs disclose the termination
of any other affordable housing transaction in the 10 years prior to submission of their Application,

regardless of the cause.

They are also required to disclose plans or negotiations to terminate

affordable housing transactions in the future. Disclosure must include the identification of the other

parties

involved, the development and other Principals, and a narrative description of the

circumstances that led to the termination.

Staff reviews the information provided and makes a recommendation to the Board regarding
eligibility. Factors to be considered in making the recommendation are included in the rule:

(i) The amount of resources in a development and the amount of the benefit
received from the development;

(i) the legal and practical ability to address issues that may have precipitated the
termination or proposed termination of the relationship;

(iii) the role of the person in causing or materially contributing to any problems with
the success of the development;

(iv) the person’s compliance history, including compliance history on other
developments; and

(v) any other facts or circumstances that have a material bearing on the question of
the person’s ability to be a compliant and effective participant in their proposed role
as described in the Application.

Staff has completed a review of the disclosures provided under 10 TAC §10.202(1)(m) related to
Ineligible Applicants and Applications, and based on that review recommends that the Applicants
for 2018 Competitive Housing Tax Credits listed below be found eligible.

18033
18047
18052
18053
18054
18086
18096
18106
18109
18186
18188
18204
18219
18250
18298
18306
18320

Fifth Street CDP
Fifth Street CDP

The Miramonte
Miramonte Single Living

Nacogdoches Lofts San Antonio
Alazan Lofts San Antonio
Piedmont Lofts San Antonio
Village at Overlook San Antonio
Patriot Park Family Plano
Hallsville Estates Hallsville
The Trails at San Angelo San Angelo
Avanti at Greenwood Corpus Christi
Avwvanti at Sienna Palms Weslaco
Cielo at Mountain Creek Dallas
Cypress Creek Apartment Homes at Park South View ~ Houston
Sweetbriar Hills Jasper
Heritage at Wylie Wylie
Campanile on Commerce Houston
Seaside Lodge Chesapeake Seabrook
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18327
18331
18333
18357
18358

Scott Street Lofts
Greens at Mission Bend
Fulton Lofts

Capella

Ovation Sr Living
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION
APRIL 26, 2018

Presentation, discussion and possible action on staff determinations regarding Application disclosures under
10 TAC §10.101(2)(3) related to Applicant Disclosure of Undesirable Neighborhood Characteristics

18015 Cambrian East Riverside Austin
18018 Columbia Renaissance Square II Fort Worth
18081 Pathways at Chalmers Court Austin

18084 Artisan at Ruiz

San Antonio

18243 2222 Cleburne Houston
18267 Avenue Sycamore Fort Worth
18269 2400 Bryan Dallas

18289 Village at Roosevelt

San Antonio

18306 Campanile on Commerce Houston
18323 Talavera Lofts Austin
18327 Scott Street Lofts Houston
18337 Fulton on the Rail Houston
18338 The Greenery Houston
RECOMMENDED ACTION

WHEREAS, pursuant to 10 TAC §10.101(a)(3) of the 2018 Uniform Multifamily Rules
related to Undesirable Neighborhood Characteristics, if a Development Site has any of the
characteristics described in subparagraph B of the subsection, the Applicant must disclose the
presence of each such characteristic to the Department at the time the Application is
submitted to the Department;

WHEREAS, Applicants have disclosed the presence of Undesirable Neighborhood
Characteristics and provided documentation of mitigating factors; and

WHEREAS, pursuant to 10 TAC §10.101(a)(3)(A), staff has conducted a further review of
the proposed sites and the surrounding neighborhoods and prepared a summary for the
Board with recommendations with respect to the eligibility of each of the sites;

NOW, therefore, it is hereby,

RESOLVED, that the Board accepts staff recommendation, and finds the sites for the
following Applications eligible in satisfaction of the requirements of 10 TAC §10.101(a)(3)
of the Uniform Multifamily Rules.

18015 Cambrian East Riverside Austin
18018 Columbia Renaissance Square 11 Fort Worth
18081 Pathways at Chalmers Court Austin
18084 Artisan at Ruiz San Antonio
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18243 2222 Cleburne Houston

18267 Avenue Sycamore Fort Worth
18269 2400 Bryan Dallas
18289 Village at Roosevelt San Antonio
18306 Campanile on Commerce Houston
18323 Talavera Lofts Austin
18327 Scott Street Lofts Houston
18337 Fulton on the Rail Houston
18338 The Greenery Houston
BACKGROUND

The following tables describe the staff reviews and recommendations for 2018 Competitive Housing Tax
Credit (“HTC”) applications that included disclosures regarding §10.101(a)(3) of the 2018 Uniform
Multifamily Rules (the “Rules”), related to Undesirable Neighborhood Characteristics. Pursuant to the rule,
such disclosures are required if one or more of the undesirable neighborhood characteristics exists where
the proposed Development Site is located.  Applicants are required to provide an Undesirable
Neighborhood Characteristics Report ("UNCR"), which includes information regarding mitigating factors
and general description of the site and surrounding area.

Each entry identifies the HTC development/application identification number (TDHCA ID#), the name of
the development, the city, the region, and the application review status, along with staff’s recommendation
with respect to eligibility of the site. Included in the entry are staff determinations of eligibility or ineligibility
for the undesirable neighborhood characteristic in question. For characteristics not applicable to the
Application under consideration, “N/A” has been written. A brief summary of each disclosure has been
included and is followed by Department staff’s analysis of that disclosure for the Site.

Where staff is recommending in this report that a site be found eligible, the Department’s Governing Board
has final decision making authority in making an affirmative determination or finding the Site ineligible.
Pursuant to 10 TAC §10.101(a)(3), should the Board make the determination that a Development Site is
ineligible based on this report, the termination of the Application resulting from such Board action is not
subject to appeal.
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Development

TDHCA ID# 18015 Cambrian East Riverside

Name:
City: Austin Region: 7 ;{tz‘t’fle: Under Review
rsgiifmmen dation, | Site is eligible under §10.101@)(3)
Staff Analysis z:f;ty iljg;ble gig(:ls iljgible

Review of the Development Site indicates that the densely populated area is predominately urban, with a
mix of single family and multifamily residential development. Median household income for the census
tract is $27,275, which places the census tract in the fourth quartile. The poverty rate is 58.2% and the
Applicant reports that there are blighted structures within 1,000 feet of the Development Site. The New
Construction Development will serve the general population, with 65 one, two, three, and four bedroom
units. The Development Site is approximately 1,000 feet west of Montopolis Drive and just north of
Riverside Drive in Austin. The site is bordered by Clubview Avenue to the east, the Grove Place
Apartments (#03005) to the north, a Dollar General store and Riverside Drive to the south, and a vacant lot
to the west. The Development Site is located in a census tract that has more than 20% Housing Tax Credit
Units per total households, and the Application included a resolution from the City of Austin allowing the
construction of the Development.

Summary of Disclosure: The Development Site is located within a census tract that has a poverty rate
above 40 percent for individuals (or 55 percent for Developments in regions 11 and 13).

Analysis: The proposed Development Site is located in a census tract with a median household income of
$27,275, which qualifies as a fourth quartile tract. The census tract has a poverty rate of 58.2%.

The Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that the Development Site is in
the area covered by the East Riverside Corridor Master Plan. Per the Executive Summary of this plan:

“Aftordable Housing

The East Riverside Corridor has traditionally provided more affordable housing options
than other parts of the City, but maintaining affordability in the area will be a challenge as
Austin continues to grow and the demand for housing in Austin’s urban core increases,
increasing the cost of land.

Preservation and creation of affordable housing in the corridor will be vital to provide
housing options for households that wish to remain in the corridor as well as to provide a
variety of housing options for future residents. Housing should accommodate a variety of
household sizes, including families with children”

The plan includes as one of its goals:

“Maintaining a mix of housing options in the area for a range of incomes, including options
for low- and mid-income populations.”

In the UNCR, the Applicant points to opportunities for residents that exist in the area of the proposed
development:
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“The City of Austin is employing a variety of strategies to help reduce poverty and create
economic opportunity for underserved households near the development site. One such
strategy is the Montopolis Neighborhood Center, which is located one quarter of a mile
from Cambrian East Riverside’s proposed location. The Neighborhood Center offers crisis
services, such as a food pantry and clothing assistance, as well as longer term guidance for
employment information, referrals for community resources, and case management.

Between the Austin Community College Riverside Campus on Grove Boulevard, the variety
of potential employment opportunities at newly developed commercial spaces, and the
proximity of the Building Team Solutions Main Office, which helps connect people looking
for work with potential employers, the current residents and the future tenants of Cambrian
East Riverside have the tools to become more financial stable and to improve their
economic well-being. Neighborhood Scout indicates that residents at Cambrian East
Riverside will be within 15 minutes of over 118,000 high-paying jobs, which are jobs with an
annual salary of $75,000 or more.

The Austin Community College Riverside Campus is located just half a mile away, or a
13-minute walk from the development site. This places residents in close proximity of
several degree programs offering degrees such as an Association of Arts in Sociology, an
Associate of Arts in Social Work, or an Associate of Applied Science in Electronics and
Advanced Technologies with over 20 concentrations.”

The Applicant stresses the rate of change in the census tract, including increases in development and home
values, and the lack of affordable housing in the census tract. Per the Applicant:

“The Primary Market Area (PMA) for Cambrian East Riverside has been established
through a market study conducted by Apartment Market Data in 2018. The PMA covers
9.99 square miles and 13 Census Tracts. According to TDCHA'’s inventory there are almost
3,000 affordable housing tax credit units within the PMA. U.S. Census Data indicates that of
the 25,700 households living in the PMA in 2015, just over forty percent of households earn
below 50% of the Area Median Income ($63,437) and would qualify to live in tax credit
housing. This means that over 11,000 households are relying on only 3,000 affordable
housing tax credit units in the PMA. As a point of reference, about 14,700 households, or
57% of households in the PMA, have incomes equal to or greater than the median
household income for the Austin-Round Rock MSA. In other words, over half of the
households in the PMA have incomes that exceed the Area Median Income. While these

relatively higher incomes indicate economic opportunity, there is still an unmet need for
affordable housing in the PMA.”

The UNCR included data regarding poverty in the census tract as reported by the U.S. Census Bureau with
the 2011-2015 American Community Survey (“ACS”). The data shows that residents in the census tract
spend 45% of their household income on rent. Upward pressure on rents is demonstrated by the fact that,
from 2011-2015, more than 1,500 housing units were developed along the East Riverside Corridor.

Staff Determination: Pursuant to §10.101(a)(3), in order to be considered as an eligible Site despite the
presence of such undesirable neighborhood characteristic, an Applicant must demonstrate actions being
taken that would lead a reader to conclude that there is a high probability and reasonable expectation the
undesirable characteristic will be sufficiently mitigated or significantly improved within a reasonable time,
typically prior to placement in service, and that the undesirable characteristic demonstrates a positive trend
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and continued improvement. Many of these new units are “luxury” apartment developments. Using the
most recent 2016 ACS data (which became available after the cut-off date for which data would be used for
the 2018 competitive housing tax credit round), the 1-year estimates tentatively suggest that the poverty rate
now stands at 49.2%, or 9.0% lower than the figure reflected in the 5-year estimate from 2015.

Staff recognizes the ongoing local, state, and federal resources that have been expended to improve the East
Riverside neighborhood. Staff also recognizes the fast-changing demographics of the neighborhood, with
more market rate developments being built in an area that includes several longstanding lower to middle
income single family neighborhoods. It is apparent that resources continue to be applied, including bond
and property tax revenue from the City of Austin, and that, based on preliminary and the most recent data,
poverty rates have precipitously fallen because of sudden gentrification. Based on the variety and depth of
resources in the neighborhood, it is reasonable to conclude that the poverty rate will continue to improve
such that the Undesirable Characteristic will be mitigated very soon.

Given obvious trends in demographic data, community resources for low income residents, and the
Development’s location relative to major real estate developments and jobs, it is reasonable to conclude that
the poverty rate will continue to decrease.

Summary of Disclosure: The Development Site is located within 1,000 feet of multiple vacant structures
that have fallen into such significant distepair, overgrowth, and/or vandalism that they would commonly be
regarded as blighted or abandoned.

Analysis: Pursuant to §10.101(a)(3), if the Development Site has any of the characteristics described in
subparagraph (B) of this paragraph, the Applicant must disclose the presence of such characteristics in the
Application submitted to the Department.

The Applicant disclosed that the Development Site is located within 1,000 feet of a vacant building that was
once a church and an unkempt auto repair facility. Staff visited the area of the Development Site and
determined that the two structures that are the subject of the disclosure are the only blighted structures
within 1,000 feet of the Development Site. The vacant church building has become a target for graffiti but
is otherwise in good condition. The auto repair shop fronts Riverside Drive and has piled wooden pallets
against a dilapidated fence at the rear of its property, which runs along Kasper Street. Kasper Street is
dominated by single family homes and the dilapidated fence would be visible to persons accessing the site
via Kasper Street.

Staff Determination: Staff has determined that the level of blight represented does not rise to a level that
would cause the Development Site to be found ineligible.

Staff Recommendation: Based on the variety and depth of resources in the neighborhood and the area’s
proximity to market rate development projects and downtown Austin, it is reasonable to conclude that the
poverty rate will continue to improve. The two reported incidences of blight do not rise to a level that
requires remediation. Staff recommends that the site be found eligible.
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TDHCA ID# 18018 Development Columbia Renaissance Square 11

Name: Senior
City: Fort Worth Region: 3 Review Under Review
Status:
Staff TR
recommendation: Site is eligible under §10.101(a)(3)
P N/A Blight N/A
Staff Analysis N J = &
Crime N/A Schools Eligible

The proposed Development is the second residential phase of a 200-acre master planned community known
as Renaissance Square. The neighborhood is defined as the area bound by Renaissance Drive to the north,
Vaughn Boulevard and then Wichita Street to the east, the residential property lines north of North Glen
Garden Drive to the south, and Mitchell Boulevard to the west. It is located in a census tract with a median
income of $27,829, which falls within the fourth quartile relative to the region. The poverty rate is 39.3%.
The census tract has more than 20% Housing Tax Credit Units per total households and the Application
includes a resolution from the City of Fort Worth supporting the Development. The Development is
located within the boundaries of the East Berry Renaissance Tax Increment Finance #12.

Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: The Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that Mitchell
Boulevard Elementary School had an accountability rating of “Improvement Required” in 2015, 2016, and
2017. Mitchell Boulevard Elementary School attained a Met Standard rating in 2014. Pursuant to
§10.101(2)(3):

Any school in the attendance zone that has not achieved Met Standard for three consecutive
years and has failed by at least one point in the most recent year, unless there is a clear trend
indicating imminent compliance, shall be unable to mitigate due to the potential for school
closure as an administrative remedy pursuant to Chapter 39 of the Texas Education Code.

The Applicant recounts that,

“The Campus Educational Improvement Plan (CEIP) identifies implementation action steps that
will increase student achievement and enhance family and community engagement, with a particular
focus on improving Kindergarten Readiness and 3" Grade Reading. An additional $237,500 in
funding has been allocated from the district’s Title I and Focus/Priotity Funding programs to help
achieve the goals outlines in the CEIP. As a result, the campus has seen in increase in the Student
Achievement Index 1 score from 2016 to 2017.

Fort Worth ISD offers an after-school program that operates four days a week on-site at the
elementary school. Students who participate receive programming in academic enrichment,

homework help, tutoring, recreation, service learning and community service, and technology tools
and skills.”
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The Applicant also shares that there is a public charter school 500 feet from the proposed Development,
and that children and adults will “have access to the programs and services offered by the brand-new
Renaissance Heights YMCA Branch that is under construction immediately to the west of the site.” The
YMCA will offer various programs that serve children, including afterschool care, pre-school childcare and
summer camps.

The Undesirable Neighborhood Characteristics Report includes a letter from Karen Molinar, Chief of
Elementary Schools for the Fort Worth Independent School District. In her letter, Ms. Molinar recounts
that the campus turnaround plan for Mitchell Boulevard Elementary School “identified teacher turnover
(lack of experience) and instructional practices as two of the systematic causes for low student
performance.” In response, the school “hired a new staff of highly qualified teachers that receive financial
incentives for their long-term commitment to the campus.” Furthermore, the school now offers extended
childcare until 6:00pm, and serves breakfast, lunch, and dinner to students, which has improved parental
involvement and campus culture. Ms. Molinar states that, in her judgment, Mitchell Boulevard Elementary
will achieve a Met Standard rating by the time the proposed Development is placed in service.

Staff Determination: Between 2016 and 2017, Mitchell Boulevard Elementary School’s scores increased on
three indices—student achievement, student progress, and closing performance gaps. In 2017, the school
missed the Index 1 target score by 7 points, having missed it by 12 points in 2016; it missed the Index 3
target score by 2 points, having missed it by 4 points in 2016. These scores demonstrate “a clear trend
indicating imminent compliance.” These positive trends more than likely stem from the steps taken at the
school, as described by Ms. Molinar, and will only be bolstered by the services offered at the YMCA, which
will be located in the Renaissance Square master-planned community.

Staff Recommendation: Given the above factors, staff is recommending that the Board find the
Development Site eligible.
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Development

TDHCA ID# 18081 Pathways at Chalmers Court

Name:
City: Austin Region: 6 g;ﬁf: Under Review
rsézifmmen dation: | Site s cligible under §10.101@)(3)
Staff Analysis Z:Z:Y ijﬁ lsgiihgzls Elgi\ble

The proposed New Construction Development, which will serve the general population with 156 units, is
located just east of downtown Austin. Land uses in the neighborhood consist of a variety of commercial and
residential land uses. The poverty rate for the census tract in which the Development will be located is
26.6%, and the tract’s median income of $38,042 makes it a fourth quartile tract relative to the region. The
neighborhood has experienced a significant decrease in poverty rates, a significant increase in median
incomes, and a prodigious expansion of private investment since 2014.

Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that Martin Middle
School had an Improvement Required rating for 2017.

Per the requirements of 10 TAC §10.101(2)(3)(D)(iv):

Evidence of mitigation for all of the schools in the attendance zone that have not achieved Met
Standard will include documentation from a school official with oversight of the school in question
that indicates current progress towards meeting the goals and performance objectives identified in
the Campus Improvement Plan.

AISD Executive Director for Middle Schools, Rey Garcia, shares that Martin Middle School is well on its
way to attaining a Met Standard rating. Current benchmark data for the current school year, he says,
evidences that the school’s efforts are already having a positive impact. He and AISD are “confident that
improvement efforts underway will result in the achievement of a Met Standard rating by the date of the
next phase of redevelopment, Pathways at Chalmers Courts East, is anticipated to be available for
occupancy, and before Pathways at Chalmers Courts West is completed.”

In addition to AISD’s Campus Improvement Plan for Martin Middle School, the Applicant provides the
following as sources of mitigation:

e The “development owner’s affiliate, the Housing Authority of the City of Austin (HACA), will
provide tenant services that will facilitate and augment classroom performance.”

e HACA will continue to provide its Youth Educational Success (“YES”) program at Chalmers Court.
The YES program includes partnerships with the Boys and Girls Club of Central Texas,
Communities In School (a case management provider for AISD students), HUD (who has awarded
HACA a grant that set asides funds for YES programming), educational providers who implement
various summer camps, and unique partnerships with local corporations, such as DropBox.
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Staff Determination: While the middle school had an Improvement Required rating in 2017, it appears that
the Austin Independent School District has a plan in place for meeting the needs of the current students
and achieving a Met Standard rating. The Applicant also seems prepared to offer tenant supportive services
that bolster student performance.

Staff Recommendation: Staff is recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18084 Artisan at Ruiz

Name:
City: San Antonio Region: 9 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P Eligibl Blight Eligibl
Staff Analysis overy g £ e

Crime N/A Schools Eligible

The proposed Development, which will be scattered site New Construction and will serve the general
population with 102 units, is located in a neighborhood primarily consisting of residences, but also retail and
commercial development. The median household income for the census tract is $18,310, which places it in
the fourth quartile for the region. The poverty rate is 50.4%. The proposed Scattered Site Development is
New Construction and will serve the General population. In addition to a high poverty rate, the proposed
Development falls within the attendance zone of a school that does not have a Met Standard rating.

Summary of Disclosure: Development Site is located in a census tract that has poverty rate above 40% for
individuals (or 55% for Developments in regions 11 and 13).

Analysis: The Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that the poverty rate
has been decreasing year after year, and incomes have been increasing. If the most recent ACS data is
included in the analysis, the poverty rate dropped from 50.4% in 2015 to 41.6% in 2016. The six
neighboring census tracts have poverty rates below 40%. Other positive trends regarding poverty for the
census tract and area include the following:

e From 2012 to 2016, household incomes increased by 24.7%, compared to a 6.7% increase for the
entire San Antonio MSA.

e The number of households in the census tract who have incomes higher than the MSA average
neatly doubled between 2012 and 2016.

e One of the neighboring census tracts has a poverty rate less than 20%.

e The proposed Development Site is located within the University Park West/Blueridge Revitalization
area, “which is experiencing rapid investment through infrastructure, home repairs and rebuilding,
new construction, homebuyer assistance, and commercial investment,” according to the Applicant.

e The proposed Development Site also appears to fall within the boundaries of the Westside Tax
Increment Reinvestment Zone No. 30

Staff Determination Pursuant to {10.101(a)(3), in order to be considered as an eligible Site despite the
presence of such undesirable neighborhood characteristic, an Applicant must demonstrate actions being
taken that would lead a reader to conclude that there is a high probability and reasonable expectation the
undesirable characteristic will be sufficiently mitigated or significantly improved within a reasonable time,
typically prior to placement in service, and that the undesirable characteristic demonstrates a positive trend
and continued improvement.

Staff believes that the Applicant has demonstrated positive trends regarding poverty and income. One may

assume that the continued reinvestment and redevelopment activities will further the trajectory of these
positive trends.

Page 10 of 30



Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: The Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that Irving Middle
School was and is Improvement Required for 2015, 2016, and 2017. Because of this consecutive status,
“Irving Middle School is being transitioned to a charter dual language academy that will serve students
through 8" grade,” according to the Applicant. The school will therefore cease to operate by the 2019-2020
school year. To compensate for those lost grades, Crockett Elementary School will add grades 7 and 8§,
thereby becoming a PK-8" grade academy.

The Applicant states that by the time Artisan at Ruiz is placed in service students will be zoned to Crocket
for grades PK-8 and Lanier High for grades 9-12.

David Crockett Elementary attained Met Standard in 2017 and 2016. In 2015, the school had an
Improvement Required rating, having scored 47 on Index 1, Student Achievement. Crockett meet all
standards in 2016, and only did not meet standard on Student Achievement by 1 point in 2017.

These plans for the elementary and middle schools were explained thoroughly in a letter from Assistant
Superintendent for Bilingual/ESL & Migrant, Dr. Olivia Hernandez.

Staff Determination: While the middle school has faced an Improvement Required rating for three
consecutive years, it appears that the San Antonio Independent School District has a plan in place for
meeting the needs of any potential students who may live at the proposed Development. Crockett
Elementary School’s expansion to include 7" and 8" grades going forward ensures that middle school
students will remain at an institution that has a demonstrated history of meeting standards.

This Application was the subject of a Third Party Request for Administrative Deficiency. The requester
stated that the school in question is being closed for its current function and the students are being
transferred. The request states that the replacement school, Crockett elementary School, failed to achieve
Met Standard from 2013 to 2015. Documents in submitted in the RFAD indicate that Crockett Elementary
School achieved a Met Standard rating with two distinctions in 2016, and a Met Standard rating with one
distinction in 2017.

In response to the RFAD, the Applicant confirmed that the students will attend Crockett elementary School
and states that,

“we are unsure whether an Undesirable Neighborhood Characteristic actually still exists for

this Development because mitigation has already been implemented by the SAISD.

The school district has essentially already mitigated the issue with the underperforming
Irving Middle School, by converting it to a dual language Charter school beginning in 2018,
and moving the students to a Met Standard school. The conversion/transfer of existing
students to the better performing campus will be complete by the time that the development
places in service.”

Summary of Disclosure: The Development Site is located within 1,000 feet of multiple vacant structures

that have fallen into such significant distepair, overgrowth, and/or vandalism that they would commonly be
regarded as blighted or abandoned.
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Analysis: Pursuant to §10.101(a)(3), if the Development Site has any of the characteristics described in
subparagraph (B) of this paragraph, the Applicant must disclose the presence of such characteristics in the
Application submitted to the Department.

The Applicant disclosed that the Development Site is located within 1,000 feet of what the Applicant
recounts is blight; however, the blighted structures have been removed since they occupied the lots
designated for this Development.

Staff Determination: Staff has confirmed that the blighted structures are no longer present, and therefore
do not meet the requirement for a characteristic requiring disclosure.

Staff Recommendation: Staff is recommending that the Board find the Development Site eligible.
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Development

TDHCA ID# 18243 2222 Cleburne

Name:
City: Houston Region: 6 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P N/A Blight N/A
Staff Analysis overy /4 < L

Crime Eligible Schools Eligible

The neighborhood borders the campuses of Texas Southern University and University of Houston. The
northern neighborhood boundary is Elgin Street, the southern is Blodgett Street and the western is South
Freeway/HWY 288. The neighborhood is a part of the Greater Third Ward Super Neighborhood. The
predominant land use of the neighborhood is single-family residences, which comprises about 61 percent of
the housing in the two census tracts. The immediate area of the neighborhood also has commercial and
multi-family residential developments. The median household income for the census tract is $46,125, which
places it in the third quartile for the region. The poverty rate is 26.7%. The proposed Development is New
Construction, and has voluntarily agreed to serve only a population that is aged 62 or more. The
Development will consist of 112 units. The Development Site is located within the boundaries of Tax
Increment Reinvestment Zone Number 7 (TIRZ #7), City of Houston, TX, an area of the City of Houston
generally referred to as the Old Spanish Trail/ Almeda Corridor.

Summary of Disclosure: The Development Site is located in a census tract or within 1,000 feet of any
census tract in an Urban Area and the rate of Part I violent crime is greater than 18 per 1,000 persons
annually.

Analysis: The Part 1 violent crime rate for the census tract in which the proposed Development will be
located is 21.53 instances per 1,000 persons annually. The Development Site is also located within 1,000 feet
on a census tract where the Part I violent crime rate is 46.6 instances per 1,000 persons annually.

The Applicant claims that several trends and initiatives provide mitigation against these crime statistics.

e “The Development Site is located in an area with intense community engagement and significant
ongoing revitalization efforts by the City of Houston, and local residents, businesses and community
leaders.”

e The City of Houston has identified Third Ward as a “Complete Community” priority area, meaning
that there will be a strong focus on enhanced access to quality affordable housing, jobs, well-
maintained parks and greenspace, improved streets and sidewalks, grocery stores and other retail,
good schools and transit options.” The $14 million set aside for this program will be split among a
total of five neighborhoods, with Third Ward being one of the neighborhoods.

e According to Kinder Institute analysis, the area is undergoing gentrification.

e The proposed Development falls within the boundaties of the OST/Almeda Tax Increment
Reinvestment Zone #7.

e A consortium of public, private, and educational partners have launched a “Main Street” plan under
the aegis of the Emancipation Economic Development Council (“EEDC”). The Council’s goal is to
spur redevelopment along Emancipation Avenue. The EEDC has also worked with the Northern
Third Ward Consortium to implement revitalization along Northern Emancipation Avenue.
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e The EEDC continues to organize monthly pop-up neighborhood markets, “featuring family-friendly
fun with shopping, food and live music,” according to the Applicant.

e The municipal transportation department will continue to make improvements to the area, and the
future Blue Line light rail will purportedly run alongside the Development Site, according to the
Applicant.

e DPulling data from the Houston Police Department, the Applicant states that there has been a
significant decrease in violent crimes from 2016 to 2017. The Applicant also states that the location
of much of this crime (64%) is more than half a mile away from the proposed Development Site.

The Applicant claims that the Part I Violent Crime rates for the Development Site’s census tract and the
neighboring census tracts are inflated due to a mistake in NeighborhoodScout’s methodology—namely,
Applicant believes that the population counts for each census tract are too low. Using the same crime
counts provided by NeighborhoodScout but dividing by the population estimates provided by the American
Community Survey in its 2016 5-year estimates, the Applicant derives lower crime rates.

Staff Determination: It is worth noting that, statistically speaking, for every 100 residents who are to live
in the proposed Development, 2 will become a victim of a Part I violent crime (rape, assault, or murder).
NeighborhoodScout ranks all census tracts in the United States on a scale of 0 to 100 for specific types of
crime, with 100 being the safest. The census tract in which 2222 Cleburne will be located scores a “4” on
the murder index and assault index, a “16” on the rape index, and a “1” on the robbery index. Overall, the
census tract receives a score of “2.” The neighboring census tract—3124.00—fares worse, with nearly 5 per
100 residents likely to become a victim of a violent crime, and with an overall total crime index score of “1.”

The most relevant data regarding mitigation provided by the Applicant are the actual instances of violent
crime for the neighborhood for 2016 and 2017. The Applicant mapped the instances of violent crime in the
two census tracts that together comprise the neighborhood, using Houston Police Department data from
2016 and 2017. Using the most recent 5-year estimates from American Community Survey (“ACS”) to
determine the 2016 resident population, the Applicant determines the 2017 population by assuming a small
population growth rate. The results suggest that the Part I Violent Crime rate in 2016 was 17.28 per 1,000,
and the crime rate in 2017 was 16.39 per 1,000. The neighboring census tract with the higher crime rate—
312.400—had a crime rate of 38.46 per 1,000 in 2016, but a 25.24 per 1,000 crime rate in 2017. If that same
rate of decrease can carry forward to 2018, the crime rate could drop to 16.56 per 1,000 for the neighboring
census tract.

These are positive trends and the data do indeed suggest improving crime statistics.

Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that Cullen Middle
School did not achieve a Met Standard rating in 2015, 2016, and 2017, and Yates High School did not
achieve a Met Standard rating in 2017.

Staff Determination: Because 2222 Cleburne is an Elderly Limitation Development, this Undesirable
Neighborhood Characteristic does not affect the proposed Development Site’s eligibility, as stipulated in
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§10.101(2)(3)(B) (iv)—"“Development Sites subject to an Elderly Limitation is considered exempt and does
not have to disclose the presence of this characteristic.”

Staff Recommendation: Staff recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18267 Avenue Sycamore
Name:
City: Fort Worth Region: 3 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P N/A Blight N/A
Staff Analysis overy / £ /4

Crime N/A Schools Eligible

The Development Site is located in a census tract with a median household income of $27,418, which
qualifies it as a fourth quartile income tract. The poverty rate is 37.3%. The census tract is a Qualified
Census Tract. The New Construction Development will serve the general population with 127 units. The
neighborhood surrounding the Development consists primarily of single family residences with some public
and retail uses along major arterials.

Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: Undesirable Neighborhoods Characteristics Report (“UNCR?”) indicates that Polytechnic High
School had an Improvement Required rating for 2017.

Per the requirements of 10 TAC §10.101(a)(3)(D)(iv):

Evidence of mitigation for all of the schools in the attendance zone that have not achieved Met
Standard will include documentation from a school official with oversight of the school in question
that indicates current progress towards meeting the goals and performance objectives identified in
the Campus Improvement Plan.

Polytechnic High School did achieve Met Standard ratings in 2015 and 2016. In 2017, its index 1 score
missed the benchmark score of 60 by 4 points. The school achieved Met Standard on two indices but
missed the Met Standard rating on the other two indices.

Nick Torres, principal of Polytechnic High School, provided a letter outlining the school’s path towards
improvement. Mr. Torres recounts how “Poly high” is unique with its course offerings in culinary,
engineering, and business programs. The school is “scheduled to offer two programs of choice (POC) next
year, one will be an automotive program and the other will be our teaching program.” Mr. Torres also notes
how the high school has partnerships with Tarrant County Community Colleges and Texas Wesleyan
University. Mr. Torres highlights that 20% of the school’s student body is comprised of students who
transfer to the school, which reflects the school’s reputation among parents. Lastly, Mr. Torres expresses his
confidence in the “detailed plans in place to improve in the area of academics and school culture.”

Staff Determination: While the high school had an Improvement Required rating in 2017, it appears that
the Fort Worth Independent School District has a plan in place for meeting the needs of the current

students and achieving a Met Standard rating.

Staff Recommendation: Staff recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18269 2400 Bryan
Name:

. . Review .
City: Dallas Region: 3 Status: Under Review
Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P N/A Blight N/A
Staff Analysis overty /A '8 /
Crime Eligible Schools N/A

2400 Bryan is slated to be a mixed use, mixed income project near the renovated Dallas High School office
redevelopment. The Development is located in the central business district of downtown Dallas. The census
tract has a poverty rate of 4.9%. The median household income of $102,153 places it within the first quartile
relative to the region. The New Construction Development, which will serve the general population, aims to
build 212 units, with about half reserved for low-income residents.

Summary of Disclosure: The Development Site is located in a census tract or within 1,000 feet of any
census tract in an Urban Area and the rate of Part I violent crime is greater than 18 per 1,000 persons
annually.

Analysis: The Part 1 violent crime rate for the census tract in which the proposed Development will be
located is 13.33 instances per 1,000 persons annually, according to NeighborhoodScout. However, the
development site is located within 1,000 feet of two census tracts (48113001600 and 48113002100) where
the Part I violent crime rate exceeds the threshold, at 23.00 per 1,000 persons annually and 22.59 per 1,000
persons annually, respectively, according to NeighborhoodScout.

The Applicant challenges NeighborhoodScout’s crime statistics by pulling police beat data from the
applicable neighborhoods and calculating differing crime Part I violent crime statistics based on population
assumptions. The Applicant overlays census tract boundaries upon police beat boundaries, calculating a
proportion of overlap. That proportion is multiplied by the intersecting census tract’s population estimate,
which has been adjusted to a 2017 projected population figure based on recorded 2015-2016 growth rates.
The Applicant tallies these proportional populations to estimate the population of each police beat, and then
calculates the corresponding Part I violent crime rate using data provided by the Dallas Police Department.

Staff Determination: Staff has concerns with the methodology used by the Applicant. Ideally, the Police
Department would know the exact population count in each police beat so that accurate crime rates can be
calculated. The Applicant’s permutation assumes that populations are evenly distributed throughout a
geographic area, which is sometimes reality, but not always. The permutation also assumes an unverifiable
rate of population increase. Admittedly, the rule does not clearly specify how Applicants are to calculate
population estimates when they resort to using police beat crime data.

That said, the Applicant, in making this permutation, seems to have mixed up the census tracts used to
calculate the Part I violent crime rates. Based on the maps provided by the Applicant, Police Beat 132
should calculate its population using census tracts 48113001701 and 48113002100, and Police Beat 154
should calculate its population using census tracts 48113001600 and 48113002200. The Applicant did the
opposite. Making the correction on behalf of the Applicant, the crime estimates are as follows (relying on
Applicant’s data and methodology):
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Part I Violent Crime Rates 2016 2017

Police Beat 132 30.31 26.58

Police Beat 154 21.39 8.28

Thus, using data provided by the Applicant, it now appears that the Part I violent crime rate for the police
beat in which the Development is located exceeds the threshold of 18 instances per 1,000 people, annually,
and the neighboring police beat’s crime rate, which exceeded the threshold in 2016, now falls under the
threshold.

Regarding mitigation, 10 TAC §10.101(2)(3)(D)(ii) requires:

Evidence that crime rates are decreasing, based on violent crime data from the city’s police
department or county sheriff’s department, for the police beat or patrol area within which the
Development Site is located, based on the population of the police beat or patrol area that would
yield a crime rate below the threshold indicated in this section. ...”

It is apparent that crime rates are indeed decreasing, but the Part I violent crime rate for the police beat in
which the Development is located remains above the threshold, at 26.58 per 1,000, though it did decrease
from 30.31 per 1,000 in 2016. The Applicant claims that:

“... the project will employ security under contract, primarily in the evenings and on weekends. At a
similar project (The Belleview, 164 units) the owner retained RHI Management as a “courtesy
patrol” to offer a physical presence to deter unwanted activity. RHI enjoys a close relationship with
the Dallas Police Department staff and is quick to call for assistance where warranted. Additionally,
the property may install cameras at entry locations and potential “hot spots” (garage, community
rooms, business center, etc.) as a deterrent.”

Staff Determination: Staff believes that the Development’s location within the central business district
must be taken into account, as crime in CDBs defers from crime in, for example, stressed and disinvested
neighborhoods. The census tract is obviously a high opportunity area, given the low poverty rate and high
median income, and it is near hundreds of thousands of jobs. The crime that does occur here is more than
likely not systemic to the area and its conditions, but rather opportunistic in nature. With increased
development, one may reasonably expect crime rates to fall in an area like this. Using local police beat data,
it is apparent that the crime rates are indeed decreasing. Furthermore, a letter from the Executive Assistant
Chief of the Dallas Police Department, David Pughes, shares that the “proposed project is not in an area
identified as crime focus area identified in our Targeted Area Action Grid,” meaning that it is deemed
relatively safe compared to other areas in Dallas. Mr. Pughes reports a 33% reduction in crime in the
Development’s immediate area between 2016 and 2017.

Staff Recommendation: Staff recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18289 Village at Roosevelt

Name:
City: San Antonio Region: 9 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P N/A Blight Eligibl
Staff Analysis overy / £ e

Crime N/A Schools Eligible

The Development is located in San Antonio and will be a 57-unit development that serves the general
population. It lies approximately 2.5 miles south from downtown San Antonio, to be located at 1507
Roosevelt Avenue. The Site currently contains a building that will be demolished to make way for the
proposed Development. The Development Site is located in census tract with a poverty rate of 28.7%. With
a median income of $29,575, the tract falls within the fourth quartile for income, relative to its region.

Summary of Disclosure: The Development Site is located within 1,000 feet of multiple vacant structures
that have fallen into such significant distepair, overgrowth, and/or vandalism that they would commonly be
regarded as blighted or abandoned.

Analysis: Pursuant to §10.101(a)(3), if the Development Site has any of the characteristics described in
subparagraph (B) of this paragraph, the Applicant must disclose the presence of such characteristics in the
Application submitted to the Department.

The Applicant disclosed that the Development Site is located within 1,000 feet of what the Applicant
recounts are “four questionable structures ... requiring furthering analysis relating to blight.”

The Applicant recounts that Bexar County tax records suggest significant increases in the values of
residential properties surrounding the Development Site. One property considered to be blight, despite that
condition, has seen its appraisal increase from $41,290 to $81,150 in a span of just three years. Three of the
four questionable properties have had title transfers in the past two years, reinforcing current trends of
investors purchasing properties, rehabilitating them, and then reselling.

Staff Determination: Staff visited the proposed Development Site and concurs with the Applicant that
“the neighborhood of older homes surrounding the site is well-maintained, neighbors are actively enjoying
the sidewalks and outside environment, [and] there are many well-maintained commercial facilities nearby.”
Staff has determined that the presence of these structures does not meet the requirement for a characteristic
requiring disclosure.

Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: The Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that Page Middle
School has had an Improvement Required rating for two consecutive years, 2016 and 2017. While Page
Middle School had a Met Standard rating in 2015, its Index 1 Student Achievement score missed the target
score of 60 by 16 points in 2016 and by 20 points in 2017, suggesting a downward trend in performance.

Per the requirements of 10 TAC §10.101(2)(3)(D)(iv):
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Evidence of mitigation for all of the schools in the attendance zone that have not achieved Met
Standard will include documentation from a school official with oversight of the school in question
that indicates current progress towards meeting the goals and performance objectives identified in
the Campus Improvement Plan. For schools that have not achieved Met Standard for two
consecutive years, a letter from the superintendent, member of the school board or a member of the
transformation team that has direct experience, knowledge and oversight of the specific school must
also be submitted.

Mr. Mohammed Choudhury, San Antonio Independent School District Chief Innovation Officer, provides
that required letter. In his letter, Mr. Choudhury explains that the long-term plan for Page Middle School is
gradually to close the school while simultaneously expanding the grades offered at Riverside Park
Elementary School, which will soon serve grades PreK-8. Riverside Park currently has a Met Standard
rating, and has maintained this standard since 2013. The phase-out of Page Middle School and expansion of
Riverside Park Elementary School will be completed prior to the proposed Development’s Placed in Service
date.

In their letter explaining how mitigation will be provided, the Applicant also states that Prospera Housing
Community Services (“Prospera”) will provide youth education and development services through multiple
programs to its residents. Sample programs include the After School Program, homework assistances,
enrichment activities, educational field trips, and many other services. The afterschool services will be
available from 3:30 pm to 5:00 pm, and the Applicant states that all families and individuals living on the
property can benefit from these programs with no cost.

Lastly, the Applicant points to an auxiliary, nearby program that families at the proposed Development can
possibly access. The Presa Community Center, purportedly within walking distance of the Development, has
partnered with United Way to offer a Family School Community Partnership program, whose aim is “to
increase student academic success by involving parents in unique and meaningful ways.”

Staff Determination: While the middle school has faced an Improvement Required rating for two
consecutive years, it appears that the San Antonio Independent School District has a plan in place for
meeting the needs of any potential students who may live at the proposed Development. Riverside Park
Elementary School’s expansion to include 7" and 8" grades going forward ensures that middle school
students will remain at an institution that has a demonstrated history of meeting standards.

Staff Recommendation: Staff recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18306 Campanile on Commerce

Name:
City: Houston Region: 3 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P Eligibl Blight Eligibl
Staff Analysis overy L < =2

Crime Eligible Schools Eligible

The proposed New Construction Development is located in the city of Houston and will serve the Elderly
Limitation population with 120 units. Development Site is located in a census tract with a poverty rate of
42.1%, and a median income of $37,102, placing it within the fourth quartile relative to the region. It is
located about 1 mile from downtown. The neighborhood traditionally consists of old industrial buildings
but it is quickly becoming a popular residential area of multifamily and townhome developments, given its
close proximity to the “EaDo” district and downtown Houston.

Summary of Disclosure: The Development Site is located within a census tract that has a poverty rate
above 40 percent for individuals (or 55 percent for Developments in regions 11 and 13).

Analysis: The census tract in which the Development Site is located has a poverty rate of 42.1%--slightly
above the threshold limit of 40%. The rules regarding mitigation state that:

Evidence that the poverty rate within the census tract has decreased over the five-year period
preceding the date of Application, or that the census tract is contiguous to a census tract with a
poverty rate below 20% and there are no physical barriers between them such as highways or rivers
which our be reasonably considered as separating or dividing the neighborhood containing the
proposed Development from the low poverty area must be submitted.

The Applicant reasons that mitigation is attained because of the low poverty of a neighboring census tract.
According to the Applicant:

The site sits in CT 48201310100, which is part of Houston's Downtown and Second Ward super
neighborhoods. Houston's Downtown super neighborhood also contains CT 48201310200 which
the CT containing the site is contiguous to with no barrier such as highways, rivers, or other physical
barriers. According to site demographics the poverty rate for the contiguous CT is 9.3%, thus
mitigating the 42.1% poverty rate of the site containing the site.

Staff Determination: Staff would like to note that the neighboring census tract’s median household
income falls within the first quartile, which only reinforces the beneficial aspects of its low poverty rate.
That said, while the census tracts themselves are not separated by a physical barrier, the census tract itself in
which the Development is located is bifurcated by a wide berth of railroad tracks, measuring over 400 feet
wide in some areas. Census tract 48201310200 has the hallmark indicators of gentrification. Recent
development activity appears to have “jumped the tracks” into census tract 48201310100—where the
Development is to be located—suggesting that even if these railroad tracks were a significant barrier in the

past, they no longer may be so today.
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Summary of Disclosure: The Development Site is located in a census tract or within 1,000 feet of any
census tract in an Urban Area and the rate of Part I violent crime is greater than 18 per 1,000 persons
annually.

Analysis: The Part 1 violent crime rate for the census tract in which the proposed Development will be
located is 18.26 incidents per 1,000 people, according to NeighborhoodScout. Regarding mitigation, 10 TAC
§10.101(2)(3)(D) (ii) requires:

Evidence that crime rates are decreasing, based on violent crime data from the city’s police
department or county sheriff’s department, for the police beat or patrol area within which the
Development Site is located, based on the population of the police beat or patrol area that would
yield a crime rate below the threshold indicated in this section. ...

The Applicant challenges NeighborhoodScout’s crime statistics by pulling police beat data from Houston
Police Department’s Beat 10H10, in which the proposed Development is located. The Applicant sums the
Part I violent crime statistics recorded in this beat and then calculates the population of this beat by tallying
the population totals of the census blocks that intersect with the beat. This methodology tends to be more
reliable than proportionally allocating the population of intersecting census tracts, given the more granular
size of census blocks.

Staff Determination: Based on the Applicant’s calculations, the Part I Violent Crime rate is actually 9.10
instances per 1,000 for 2016 and 8.27 instances per 1,000 instances for 2017. Not only do these rates
indicate a downward trend, but both are well below the threshold requirement of 18 instances per 1,000
persons, annually. While staff noticed that the crime data pulled from the Houston Police Department for
2017 conspicuously lacked any reported crimes in December, the stated rate is low enough to assume,
reasonably, that the annual rate still remained below the threshold.

Staff defers to the Applicant’s proposed methodology for assessing the Part I Violent Crime rate for the
census tract in which the proposed Development will be located, and believes that the crime rate is well
below the threshold of 18 instances per 1,000 people, annually.

Summary of Disclosure: The Development Site is located within 1,000 feet of multiple vacant structures
that have fallen into such significant distepair, overgrowth, and/or vandalism that they would commonly be
regarded as blighted or abandoned.

Analysis: Pursuant to §10.101(a)(3), if the Development Site has any of the characteristics described in
subparagraph (B) of this paragraph, the Applicant must disclose the presence of such characteristics in the
Application submitted to the Department.

The Applicant disclosed that the Development Site is located within 1,000 feet of three questionable
properties that may be considered blight. The Applicant thoroughly documented the presence of these
structures and explained reasonable mitigating circumstances, especially regarding redevelopment pressures
within the neighborhood. Furthermore, this area is located within the Harrisburg TIRZ #23, which,
according to the Applicant, will aid revitalization efforts.

Staff Determination: Staff visited the proposed Development Site. Most notable is a warehouse that,

while vacant, appears to be in relatively good condition. There are also several single family homes in the
area that are considered dilapidated. Where there is blight, there is often relatively high-end residential
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development right across the street. One could reasonably assume that the remaining vacant structures will
soon be either rehabilitated or replaced. The area shows all the signs of a gentrifying urban neighborhood,
and these structures will not survive the progress being made.

Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: The Applicant indicates that Wheatley High School did not achieve a Met Standard rating in 2015,
2016, and 2017.

Staff Determination: Because Campanile on Commerce is an Elderly Limitation Development, this
Undesirable Neighborhood Characteristic does not affect the proposed Development Site’s eligibility, as
stipulated in §10.101(a)(3)(B)(iv)—“Development Sites subject to an FElderly Limitation is considered
exempt and does not have to disclose the presence of this characteristic.”

Staff Recommendation: Staff is therefore recommending that the Board find the Development Site
eligible.
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Development

TDHCA ID# 18323 Talavera Lofts

Name:
City: Austin Region: 7 g;ﬁf: Under Review
rsézifmmen dation: | Site s cligible under §10.101@)(3)
Staff Analysis Z:Z:Y ijﬁ lsgiihgzls Elgi\ble

Talavera Lofts is a New Construction, 92-unit affordable housing community for the general population,
and will be located east of downtown Austin as part of the larger Plaza Saltillo Redevelopment Area. The
neighborhood is heterogeneous in its uses and its residents, with a mixture of older, new, and rehabbed
residential properties. The census tract in which the proposed Development will be located has a poverty
rate of 26.6% and a median income that falls within the fourth quartile, relative to the region. The poverty
rate for the neighborhood around the Development Site has decreased 29% since 2014.

Summary of Disclosure: The Development Site is located within the attendance zones of an elementary
school, a middle school or a high school that does not have a Met Standard rating by the Texas Education
Agency.

Analysis: Undesirable Neighborhoods Characteristics Report (“UNCR”) indicates that Martin Middle
School had an Improvement Required rating for 2017. Martin Middle School had a Met Standard rating in
2016. Per the requirements of 10 TAC §10.101(a)(3)(D)({v):

Evidence of mitigation for all of the schools in the attendance zone that have not achieved Met
Standard will include documentation from a school official with oversight of the school in question
that indicates current progress towards meeting the goals and performance objectives identified in
the Campus Improvement Plan.

The Applicant states that Austin Independent School District (“AISD”) is “engaged in active measures
pursuant to its improvement plans to achieve a Met Standard rating for Martin Middle School.” AISD
Executive Director for Middle Schools, Rey Garcia, echoes that sentiment and explains in his letter the
school’s progress towards correcting its Improvement Required rating. Current benchmark data for the
current school year, he says, evidences that the school’s efforts are already having a positive impact. He and
AISD are “confident that improvement requirements underway will result in the achievement of a Met
Standard rating by the date Talavera Lofts will be available for occupancy in 2020.”

The Applicant also states that it is prepared to “explore partnerships with various Austin area nonprofits to
help the children who reside at Talavera Lofts succeed in school by providing after-school enrichment
programs.”

Staff Determination: While the middle school had an Improvement Required rating in 2017, it appears that
the Austin Independent School District has a plan in place for meeting the needs of the current students
and achieving a Met Standard rating. The Applicant also seems prepared to offer tenant supportive services

that bolster student performance.

Staff Recommendation: Staff recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18327 Scott Street Lofts

Name:
City: Houston Region: 6 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P N/A Blight Eligibl
Staff Analysis overy /4 £ g

Crime Eligible Schools N/A

The proposed Development, New Construction and serving the General population, will be located in the
city of Houston, in an area commonly referred to as East Downtown, or “EaDo.” It will contain 80 units.
The census tract in which the Development will be located has a poverty rate of 9.3% and a median income
in the first quartile, relative to the region. The area was once home to an active industrial and warehouse
district but, through revitalization efforts, has quickly become a primarily residential and entertainment
district, with low poverty rates and high incomes. The neighborhood is within a mile of downtown
Houston, lying on the other side of Interstate Highway 69.

Summary of Disclosure: The Development Site is located in a census tract or within 1,000 feet of any
census tract in an Urban Area and the rate of Part I violent crime is greater than 18 per 1,000 persons
annually.

Analysis: The Part 1 violent crime rate for the census tract in which the proposed Development will be
located is 10.16 incidents per 1,000 people, according to NeighborhoodScout. However, the Development
Site is located just at 1,000 feet from another census tract that has a Part I Violent Crime rate of 26.65 per
1,000, according to NeighborhoodScout. The Applicant has disclosed this crime rate, despite the census
tract possibly lying outside 1,000 feet, “out of caution.”

Appealing to the evidence provided by the Applicant, it does appear that the Development Site does not lie
within 1,000 of the neighboring census tract that has a Part I Violent Crime Rate of 26.65 per 1,000. Even if
it did intersect, it would be only by a relatively short length, with the intersecting land from that neighboring
census tract being industrial sites and vacant land. One could reason that the low poverty and relatively high
median income of the census tract ($101,875) in which the Development will be located mitigates the
neighboring census tract’s crime rate, if it indeed the 1,000 foot radius intersected with it.

The Applicant adds that the two census tracts are “completely different neighborhoods in the City of
Houston and separated by extensive railroad tracks, a physical barrier,” reinforcing their argument that,
ultimately, the neighboring census tract’s crime rate should not be deemed an undesirable neighborhood
characteristic for the purposes of this Development.

Staff Determination: Staff does not believe the reported issue rises to a level that should cause concern.
Summary of Disclosure: The Development Site is located within 1,000 feet of multiple vacant structures

that have fallen into such significant distepair, overgrowth, and/or vandalism that they would commonly be
regarded as blighted or abandoned.

Page 25 of 30



Analysis: Pursuant to §10.101(a)(3), if the Development Site has any of the characteristics described in
subparagraph (B) of this paragraph, the Applicant must disclose the presence of such characteristics in the
Application submitted to the Department.

The Applicant disclosed that the Development Site is located within 1,000 feet of a few structures that could
be classified as blighted. The Applicant states that the presence of “these blighted structures are heavily
outweighed by evidence of revitalization and new construction in the area.” Having once been an area of
primarily industrial and warehouse usage, the neighborhood is now a low-poverty, high-income area just
minutes from downtown Houston.

Staff Determination: Staff visited the proposed Development Site. Where there is blight, there is often
relatively high-end residential development right across the street. One could reasonably assume that the
remaining vacant structures will soon be either rehabilitated or replaced. The area shows all the signs of a

gentrifying urban neighborhood, and these structures will not survive the progress being made.

Staff Recommendation: Staff recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18337 Fulton on the Rail

Name:
City: Houston Region: 6 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P N/A Blight Eligibl
Staff Analysis overy / £ g

Crime N/A Schools N/A

The proposed Development, New Construction and serving the general population, is located in the city of
Houston’s Near Northside community, north of downtown. It is slated to have 146 units. The
neighborhood is generally bounded by I-10 to the south, I-45 to the west, and Hardy Street to the east,
while extending a number of blocks north of I-610. It is an area of mixed-uses, including single family and
multifamily residential, commercial, industrial, and public. The census tract in which the Development Site
is located has a poverty rate of 19.2% and a median income of $48,026, which qualifies as a third quartile,
relative to the region.

Summary of Disclosure: The Development Site is located within 1,000 feet of multiple vacant structures
that have fallen into such significant distepair, overgrowth, and/or vandalism that they would commonly be
regarded as blighted or abandoned.

Analysis: Pursuant to §10.101(a)(3), if the Development Site has any of the characteristics described in
subparagraph (B) of this paragraph, the Applicant must disclose the presence of such characteristics in the
Application submitted to the Department. Per the requirements for mitigation,

Evidence of mitigation efforts to address blight or abandonment may include new construction in
the area already underway that evidences public and/or private investment.

The Applicant disclosed that the Development Site is located within 1,000 feet of a multiple blighted
structures. As mitigation, the Applicant recounts that the neighborhood in which the proposed
Development is to be located is subject to a concerted revitalization plan and that gentrification is rapidly
transforming the area. The Applicant provides evidence of small, new single family communities being
developed on underutilized lots in the area; with many homes have price targets in the mid $300,000s. A
recently completed Metrorail transit line passes in front of the Development Site. While there had not been
any market rate multifamily construction for nearly 40 years in the neighborhood, one project was just
recently completed and other projects are planned—most notably, the Hardy Rail Yard redevelopment
project, a 45-acres brownfield that will become a mixed-use development.

Staff Determination: Staff visited the proposed Development Site. This area does not have quite as much
new development as some of the other Houston neighborhoods, but one can still see pockets of new
construction in close proximity to blighted structures. The area shows all the signs of a gentrifying urban
neighborhood, and staff agrees with the Applicant that the proximity of the Metrorail along with single-
family development will eventually push the blighted structures out.

Staff Recommendation: Staff recommends that the Board find the Development Site eligible.
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Development

TDHCA ID# 18338 The Greenery
Name:
City: Houston Region: 6 Review Under Review
Status:

Staff TR
recommendation: Site is eligible under §10.101(a)(3)

P Eligibl Blight N/A
Staff Analysis overty gible '8 /

Crime Eligible Schools N/A

The Development Site, New Construction and serving the General population, is located within the city of
Houston. The Development will consist of 120 units. The census tract in which the proposed Development
will be located has a poverty rate of 43.4% and a median income of $24,059, which qualifies as a fourth
quartile tract, relative to the region. The neighborhood consists of five census tracts that are west of East
Hardy Toll Road, North of Beltway 8, East of IH 45, and South of Richey Road. The neighborhood hosts
various mixed-uses, including single-family and multifamily residential, retail, services, and commercial. The
neighborhood is located within the City of Houston’s Tax Increment Reinvestment Zone #11 (“TIRZ 117).

Summary of Disclosure: The Development Site is located within a census tract that has a poverty rate
above 40 percent for individuals (or 55 percent for Developments in regions 11 and 13).

Analysis: The census tract in which the Development Site is located has a poverty rate of 42.1%--slightly
above the threshold limit of 40%. The rules regarding mitigation state that:

Evidence that the poverty rate within the census tract has decreased over the five-year period
preceding the date of Application, or that the census tract is contiguous to a census tract with a
poverty rate below 20% and there are no physical barriers between them such as highways or rivers
which our be reasonably considered as separating or dividing the neighborhood containing the
proposed Development from the low poverty area must be submitted.

The Applicant reasons that mitigation will be provided through the construction of “high quality affordable
housing units that are subject to federal rent or income instructions” and that the poverty rate is “not of
such a nature or severity that should render the Development Site ineligible.” The Applicant claims that the
area is under jurisdiction of a successful tax increment finance district, which has brought private investment
into the area and has reduced the crime rate.

The Applicant purports to demonstrate that poverty rates have dropped and incomes have risen in the
neighborhood that would contain the Development. As an example, the Applicant provided the following
table that tracks incomes in the census tracts that comprise the neighborhood. The bolded census tract is
the one in which the Development will be located.

Median Income 2011 - 2015

Census Tract 2015 2014 2013 2012 2011 Percentage A 14’ — 18’
48201240702 | $54,964 | $53,816 | $53,572 | $52,062 | $51,800 6.11%

48201240600 | $24,059 | $24,082 | $23,671 | $22,484 | $22,384 7.48%
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48201240100 | $24,866 | $23,695 | $24,072 | $25,690 | $25,880 -3.92%
0

48201240501 $25,101 | $24,712 | $29,732 | $29,546 | $26,606 -5.66%

48201240502 | $19,893 | $22,321 | $25,146 | $26,039 | $25,502 -21.99%

Of the five census tracts that comprise the neighborhood, three saw incomes drop over a five year period.
The average for the five census tracts is an actual reduction of 3.6%. One census tract saw a reduction of
nearly 22%. BEven for the two census tracts that saw income growth over the five year period, the numbers
presented appear not to take into account inflation and, furthermore, are within the margin of error for
American Community Survey estimates.

Thus, from staff’s perspective, incomes are lower today than they were in 2014 in the neighborhood. The
poverty rate for the census tract in which the Development will be located, however, seems to have
improved slightly. The Applicant pulls poverty rate data from previous years’ Site Demographics and
Characteristics Reports. Poverty rates for 2011 — 2015 are presented below for census tract 48201240600, in
which the Development is to be located.

Poverty Rates 2011 - 2015

Census Tract 2015 | 2014 2013 2012 2011 Percentage A 12° - 16’

48201240600 | 43.4% | 45.9% | 46.7% | 54.3% | 45.9% 5.76%

Over the past five years, the census tract in which the Development would be located has seen its poverty
rate decrease by 5.76%. However, for four years since 2014, the poverty rate actually increased or stayed the
same, depending on the year. Only in the 2015 5-year dataset from the American Community Survey does
the poverty rate decrease. In the time since the above data was utilized, the 2016 5-year dataset has become
available, and in referencing it, staff would like to record that the poverty rate has since dropped to 40.7%,
suggesting a positive trend of decreasing poverty rates.

The Applicant notes that the census tract in question is adjacent to census tract 48201240702, whose
median income falls within the second quartile, relative to the region, and whose poverty rate is 17.2%. Per
the rule’s stipulation regarding mitigation,

Evidence that the poverty rate within the census tract has decreased over the five-year period
preceding the data of Application, or that the census tract is contiguous to a census tract with a

poverty rate below 20% and there are no physical barriers between them such as highways or rivers

which would be reasonably considered as separating or dividing the neighborhood containing the
proposed Development from the low poverty area must be submitted. (emphasis added)

The two census tracts are not separated by any major barrier, as the shared line is a minor road.

Staff Determination: While the data suggest that incomes and poverty rates have not improved in the
neighborhood, the census tract in which the proposed Development will be located borders another census
tract whose poverty rate falls below 20%. There is some evidence of new development in the area, which
can help to lower the poverty rate.
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Summary of Disclosure: The Development Site is located in a census tract or within 1,000 feet of any
census tract in an Urban Area and the rate of Part I violent crime is greater than 18 per 1,000 persons
annually.

Analysis: The Part 1 violent crime rate for the census tract in which the proposed Development will be
located is 18.02 incidents per 1,000 people, according to NeighborhoodScout. Regarding mitigation, 10 TAC
§10.101(2)(3)(D) (ii) requires:

Evidence that crime rates are decreasing, based on violent crime data from the city’s police
department or county sheriff’s department, for the police beat or patrol area within which the
Development Site is located, based on the population of the police beat or patrol area that would
yield a crime rate below the threshold indicated in this section. ...

The Applicant notes that the crime rate published by NeighborhoodScout is less than 1% over the limit of
18/1,000. To be exact, it is one one-hundredth over the limit, which one could reasonably argue is
negligible. The Applicant further recounts that the census tract is directly adjacent to another census tract
that has a crime rate of 8.84 per 1,000 residents—Iess than half the limit of the Department’s rules.

The Applicant shares the following neighborhood efforts to address crime rates in the area:

e The North Houston District is funding the lease for the new Houston Police Department North
Belt Division, which will provide an additional 100 officers into the local beat.

e The North Houston District also launched the Harris County Sheriff’s Office Task Force in 2016.
The program increases police visibility and targets specific community concerns. In addition,
deputies work to educate the community on crime prevention strategies.

e The North Houston District employs several off-duty officers and deputies to routinely patrol
businesses, retail, and multi-family properties.

e The North Houston District Parks Patrol is additional security provided by the district that
provides high visibility patrols in the Greenspoint parks and trails.

e The North Houston District hosts community events where residents work with law enforcement,
firefighters, and members of the military to engage in interactive community events such as Hoops
& Heroes and National Night Out.

Staff Determination: Given the insignificant difference between the census tracts’ crime rate and the rule’s
limit of 18 instances of Part I violent crime per 1,000 residents (0.01), and given the crime reduction efforts

underway, staff sees little concern with the area’s crime rates.

Staff Recommendation: Staff is recommending that the Board find the Development Site eligible.
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BOARD ACTION REQUEST
EXECUTIVE
MAY 24, 2018

Report on required Housing Tax Credit notifications made under 10 TAC §11.8(b)(2)(B) with a department-
provided template, and possible action to accept notifications made using a superseded version of the
template as satisfying the current rule

RECOMMENDED ACTION

Accept without change the handling of this matter as set forth in the Background section, below. An
absence of any specific action on this item will be deemed to constitute acceptance.

BACKGROUND

Staff prepared and made available on the Department’s website a template to be used in providing
required notifications. Staff identified that the posted form of template did not track all of the requirements
set forth in the rule and posted a corrected template on the Department’s website and sent a listserv
notification of this change at 2:03 on the afternoon of the day applications were due, January 9, 2018. As
provided for in 10 TAC §10.3(a)(134) templates are deemed to satisfy the requirements of the applicable
rule:

(134) Uniform Multifamily Application Templates--The collection of sample resolutions and
form letters, produced by the Department, as may be required under this chapter, Chapter
11, 12 or 13 of this title that may be used, (but are not required to be used), to satisfy the
requirements of the applicable rule.

The changes to the template did not involve any statutorily required elements, and notifications
provided using the old template met the requirements of the statute requiring notifications. At the time the
revision to the template was posted a significant number of notifications had already been given using the
old template. Notifications provided using either the old template or the new template and otherwise
properly and timely given will be deemed acceptable.
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
MAY 24, 2018

Presentation, discussion, and possible action on an order proposing the repeal of 10 TAC 8§2.203
Termination and Reduction of Funding for CSBG Eligible Entities; an order proposing new 10
TAC 82.203 Termination and Reduction of Funding for CSBG Eligible Entities; an order proposing
the repeal of 10 TAC §2.204, Contents of a Quality Improvement Plan; an order proposing new 10
TAC §2.204, Contents of a Quality Improvement Plan; an order proposing the repeal of 10 TAC
Chapter 6 Community Affairs Programs: §6.1 Purpose and Goals, 86.2 Definitions, §6.3
Subrecipient Contract, §6.7 Subrecipient Reporting Requirements, 86.8 Applicant/Customer Denials
and Appeal Rights; §6.205 Limitations on Use of Funds, §6.206 CSBG Needs Assessment,
Community Action Plan, and Strategic Plan, §6.207 Subrecipient Requirements, 86.213 Board
Responsibility, 86.214 Board Meeting Requirements; 86.301 Background and Definitions, §6.304
Deobligation and Reobligation of CEAP Funds, 86.307 Subrecipient Requirements for Customer
Eligibility Criteria and Establishing Priority for Eligible Households, 86.309 Types of Assistance and
Benefit Levels, 86.312 Payments to Subcontractors and Vendors; §6.403 Definitions, 86.405
Deobligation and Reobligation of Awarded Funds, 86.406 Subrecipient Requirements for
Establishing Priority for Eligible Households and Customer Eligibility Criteria, 86.407 Program
Requirements, 86.412 Mold-Like Substances, 86.414 Eligibility for Multifamily Dwelling Units and
86.415 Health and Safety and Unit Deferral; and an order proposing new 10 TAC Chapter 6
Community Affairs Programs: 86.1 Purpose and Goals, §6.2 Definitions, 86.3 Subrecipient Contract,
86.7 Subrecipient Reporting Requirements, §6.8 Applicant/Customer Denials and Appeal Rights;
86.205 Limitations on Use of Funds, 86.206 CSBG Assessment, Community Action Plan, and
Strategic Plan, 86.207 Subrecipient Requirements, 86.213 Board Responsibility, 86.214 Board
Meeting Requirements; 86.301 Background and Definitions, §6.304 Deobligation and Reobligation
of CEAP Funds, 86.307 Subrecipient Requirements for Customer Eligibility Criteria and
Establishing Priority for Eligible Households, 86.309 Types of Assistance and Benefit Levels, §6.312
Payments to Subcontractors and Vendors; §6.403 Definitions, 86.405 Deobligation and Reobligation
of Awarded Funds, 86.406 Subrecipient Requirements for Establishing Priority for Eligible
Households and Customer Eligibility Criteria, 86.407 Program Requirements, §6.412 Mold-Like
Substances, §6.414 Eligibility for Multifamily Dwelling Units and §6.415 Health and Safety and Unit
Deferral; and directing that they be published for public comment in the Texas Register

RECOMMENDED ACTION

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, the Department and Subrecipients of Community Affairs programs
have identified several areas for revision within 10 TAC Chapters 2 and 6 to
improve clarity, to remedy discrepancies between rules, to correct identified areas of
concern, and to provide changes needed to address findings identified by the U.S.
Department of Health and Human Services (“HHS”);

WHEREAS, revisions are therefore proposed to these Chapters and it is the

Department’s intent that the applicable rules be clear and understandable to
Subrecipients and compliant with federal rules and guidelines; and
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WHEREAS, upon authorization of this item, these proposed actions will be
published in the Texas Register for public comment from June 8, 2018, through July 8,
2018;

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 may deem
necessary to effectuate the foregoing; and

FURTHER RESOLVED, that if the Department receives no substantive
comment on the proposed actions that the Department will adopt the actions
without returning to the Board for further approval.

BACKGROUND

Staff has developed revisions within 10 TAC Chapters 2 and 6 to improve clarity, to remedy
discrepancies between rules, to correct identified areas of concern, and to provide changes needed to
address findings identified by HHS. It should be noted that not all sections of Chapters 2 and 6 are
being proposed for repeal and replacement. Only those sections shown in this item are being
proposed for repeal and subsequent replacement reflecting changes; those not proposed for changes
in this BAR will not be released for public comment and may not be able to be revised even if
comment is received relating to those sections. While the proposed rule attached reflects changes as
blackline revisions to the current rule, the changes will be submitted to the Texas Register as proposed
repeals and proposed new rules.

To get stakeholder input prior to bringing a draft to the Board, on April 23, 2018, staff released a list
of the possible changes being proposed to the network of Community Affairs subrecipients, and
hosted a conference call on May 1, 2018, to gather input to the released list and to answer any
questions that might have arisen from the list of proposed changes. Staff will, upon action by the
Board, publish the proposed rules in the Texas Register for public comment from June 8, 2018,
through July 9, 2018. Staff anticipates returning for final adoption of these rules at the July 26, 2018,
Board meeting, and estimates the rules becoming effective in late August 2018. Below is a general
description of the changes proposed.

Summarized List of Proposed Rule Changes

e §2.203(f) and (g)

0 Makes non-substantive changes in wording regarding the 60 day period for the Quality
Improvement Plan (“QIP”) process, adds the term Governing regarding the Board,
and specifies days as calendar days.

0 Adds language indicating that a QIP may not be appropriate in some instances (for
example, in the case of fraud). Adds language that before the Department will request
a hearing with the State Office of Administrative Hearings (“SOAH”) when initiating
proceedings to terminate under the Community Services Block Grant (“CSBG”)
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Information Memorandum (“IM”)-116 process, staff will first have the Department’s
Governing Board authorize the SOAH referral. This makes the rule more clear on the
timing of when in the IM-116 process the Subrecipient will have the issue heard by the
Department’s Governing Board.

§2.204
0 Revises an incorrect citation and revises an incorrect reference to the location of
another cite.

§6.1(d)
0 Adds language to allow the Department programmatic flexibility in the case of a
disaster, as authorized by CSBG IM-154.

§86.2

0 Adds definitions for Qualified Alien, Unqualified Alien, and Mixed Status Household to
provide terms needed to support revisions added in §6.307(f) and 8§309(d), as requested
by HHS.

86.2(21)

0 Revises the definition for Expenditure in response to feedback from HHS' recent
monitoring of the Department’s Low Income Home Energy Assistance Program
(“LIHEAP”).

§6.2(31)

0 Adds a definition for Obligation in response to feedback from HHS' recent
monitoring of the Department’s LIHEAP program.

0 Subsequent renumbering of definitions.

§86.3(e)(1)

0 Removes two clauses that restricted when contract amendments could be executed.
They were removed because they limit effective solutions for achieving greater
funding expenditure. The two clauses - proposed below for removal - said that
amendments would not be granted if certain situations applied.

86.7(a)
0 Adds that Subrecipients are responsible for uploading information into the
Department’s designated database.

§86.7(h)

0 Adds that a Subrecipient is able to refer a contractor to the Department for
debarment is moved to this new section (h) from 86.407(b) because this ability is not
limited to only DOE, but pertains to all programs.

§6.8
0 Adds “Potential Applicant” to the title to reflect added language in 6.8(a).

§86.8(a)
0 Adds language to require Subrecipients to have a procedure for the handling of client
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denials when the client is behaving in a threatening or abusive manner.

86.8(e) (as renumbered)
0 Adds a reference to §1.13 as it provides additional information on SOAH hearings.

86.205(b) and (c)
0 Deletes a redundancy related to voter registration, adds several more specific examples
from CSBG Act, and specifies days as “calendar” days.

§6.206
0 Removes the word “Need” now calling the assessment the Community Assessment;
this change is made in the title and throughout the section.

0 Adds language to establish the specific process to be used when a Subrecipient wants
to amend their Community Assessment or Community Action Plan.

§86.207(i)(3)

o Clarifies that the required case management evaluation system and survey are not part
of the provision of case management, but are requirements of the program assessing
case management. Also reorders the listed items.

§6.213(d)
0 Removes language allowing a waiver to the requirement that Board members reside
within the CSBG area because the CSBG Act does not allow for such a waiver.

§6.214(a)

0 Adds language that Eligible Entities must have a quorum for their board meetings to
count for purposes of meeting the rule requirements relating to frequency of meetings.
Conceivably an agency could have five meetings per annum but not have quorum at
those meetings.

§6.301(4)
0 Adds a definition for “Nearly Out of Fuel” in response to feedback from HHS’ recent
monitoring of the Department’s LIHEAP program.

86.301(5)
0 Adds a definition for Vendor Refund in response to feedback from HHS’ recent
monitoring of the Department’s LIHEAP program.

86.304(a) and (b)

0 In consultation with a group of Subrecipients the Department has revised the
deobligation process for CEAP. As requested by Subrecipients, a clause has been
removed that limited deobligations to only the bottom 10% of Subrecipients not
meeting identified benchmarks, meaning that now all Subrecipients who miss the
benchmark will be prompted for the deobligiation process. Revisions also now split
out the deobligation “test” into two phases: a test to obligate 45% of funds by the May
reporting deadline, and a test to obligate 70% of funds by the July reporting deadline.
An opportunity to also avoid deobligation in the initial May test was added that
requires training/technical assistance and submission of a plan to improve obligations.
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86.307(f)

0 Adds language describing the methods that Subrecipients may use to confirm that no
unqualified aliens are receiving CEAP benefits. This revision is made in response to
feedback from HHS’ recent monitoring of the Department’s LIHEAP program.

6.309(c) and (d)

0 Adds whether a Household has Unqualified Aliens to the list of what items are
considered in determining benefit calculation, provides the method of calculation for
Mixed Status Households, clarifies how Vulnerable Population and priority
designation should be established in Mixed Status Households, and specifies the
reporting requirements for Mixed Status Households. Renumbers appropriately.

6.309(g)(4)

0 Adds language to indicate that water, waste water, and solid waste shall not be paid for
using LIHEAP funds. This revision is made in response to feedback from HHS
recent monitoring of the Department’s LIHEAP program.

6.309(g)(11)
o Editsie. toe.dg.

6.312(f)

0 Revises to address the proper process for handling the refund of utility deposits as
program income.

6.312(g)

O Revises to address the proper process for the handling of vendor refunds. This
revision is made in response to feedback from HHS' recent monitoring of the
Department’s LIHEAP program.

6.403(j)

0 Adds definition of “Significant Energy Savings” to correlate with the Department of
Energy (“DOE”) State Plan and DOE Weatherization Program Notice (“WPN”) 16-
5. A Savings to Investment Ratio (“SIR”) of 1.0 is used as that is generally accepted
standard among states.

6.405(1)(2)
0 Revises to apply the rule of having at least one unit weatherized by the third reporting
deadline to both LIHEAP WAP and DOE WAP.

6.406(e)

0 Adds language describing the methods that Subrecipients may use to confirm that no
Unqualified Aliens are receiving WAP benefits. Adds whether a Household has
Unqualified Aliens to the list of what items are considered in determining benefit
calculation, provides the method of calculation for Mixed Status Households, clarifies
how Vulnerable Population and priority designation should be established in Mixed
Status Households, and specifies the reporting requirements for Mixed Status
Households. This revision is made in response to feedback from HHS’ recent
monitoring of the Department’s LIHEAP program, and to ensure compliance with
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DOE Guidance WPN 00-1.

6.407(e)

0 Removes the clause regarding referring contractors for debarment as it has been
moved to Chapter 1 because this rule is not only pertinent to WAP, but to all
Community Affairs programs.

6.412(b)

0 Revises language to require Subrecipients to relay in writing the proper state agency for
a Household to contact about the discovery of the presence of mold-like substances in
one’s house.

6.414(b)

0 Revises language regarding the weatherization of multifamily buildings to reflect the
latest DOE Guidance in WPN 16-5.

6.415(a)
0 Changes the DOE WAP Health and Safety expenditure cap from 20% to 15% at the
direction of DOE.

6.415(c)
0 Removes the maximum acceptable Carbon Monoxide parameters from the rules
referring instead to the Standard Work Specifications.

General: Other minor technical corrections are made throughout the rules including

revising the plural use of Subrecipient in instances, renumbering, ensuring referential
accuracy, etc.
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Attachment 1: Preamble for proposed repeal of 10 TAC §2.203, Termination and Reduction
of Funding for CSBG Eligible Entities

The Texas Department of Housing and Community Affairs (the “Department’) proposes the repeal
of §2.203 Termination and Reduction of Funding for CSBG Eligible Entities. The proposed repeal
is to eliminate the rule which warrants revisions while adopting a new updated rule under separate
action.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that for each year of the
first five years the repealed section is in effect, enforcing or administering the repealed section does
not have any foreseeable implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWTH IMPACT STATEMENT. Mr. Irvine also has determined that, for
the first five years the repeal would be in effect:

1. The proposed repeal will not create or eliminate a government program;

2. The proposed repeal will not require a change in the number of employees of the

Department;

The proposed repeal will not require additional future legislative appropriations;

4. The proposed repeal will result in neither an increase nor a decrease in fees paid to the

Department;

The proposed repeal will not create a new regulation;

The proposed action will repeal an existing regulation, however that regulation is being

simultaneously recommended for a new rule;

7. The proposed repeal will not increase nor decrease the number of individuals subject to
the rule’s applicability; and

8. The proposed repeal will neither positively nor negatively affect this state’s economy.

w

o u

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first
five years the repeal are in effect, the public benefit anticipated as a result of the repealed section will
be clarity of program requirements. There will be no economic cost to any individuals required to
comply with the repeal.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES.
The Department has determined that there will be no economic effect on small or micro-businesses
or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period for the proposed repeal will
be from June 8, 2018, to July 9, 2018. Written comments may be mailed to the Texas Department
of Housing and Community Affairs, Gavin Reid, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-3935; or email to gavin.reid@tdhca.state.tx.us.

ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M Austin local time, July 9, 2018.
STATUTORY AUTHORITY. The proposed repeal is proposed pursuant to Texas Government
Code §2306.053, which authorizes the Department to adopt rules, and Chapter 2306, Subchapter E,
which specifically authorizes the Department to administer community affairs programs. Except as
described herein the proposed repeal affects no other code, article, or statute.

§2.203. Termination and Reduction of Funding for CSBG Eligible Entities
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Attachment 2: Preamble for proposed new of 10 TAC §2.203 Termination and Reduction of
Funding for CSBG Eligible Entities.

The Texas Department of Housing and Community Affairs (the “Department”) proposes new 10
TAC §2.203 Termination and Reduction of Funding for CSBG Eligible Entities. The purpose of the
proposed new section is to provide greater clarity in the process described in the rule.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the
first five years the new section is in effect, enforcing or administering the new section does not have
any foreseeable implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWH IMPACT STATEMENT. Mr. Irvine also has determined that, for the
first five years the rule would be in effect:

1. The proposed rule does not create or eliminate a government program;

2. The proposed rule will not require a change in the number of employees of the Department;

3. The proposed rule will not require additional future legislative appropriations;

4. The proposed rule will result in neither an increase nor a decrease in fees paid to the Department;

5. The proposed rule will not create a new regulation, except that it is replacing a rule being repealed
simultaneously to provide for the updating and improved clarity of that rule;

6. The proposed rule will not expand an existing regulation;

7. The proposed rule will not increase the number of individuals subject to the rule’s applicability;
and

8. The proposed rule will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first
five years the new section is in effect, the public benefit anticipated as a result of the new section will
be improved clarity in the process described in the rule. There will not be any economic cost to any
individuals required to comply with the new section, because the processes described by the rule
have been in place through the rule found at this section being repealed.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES.
The Department has determined that there will be no economic effect on small or micro-businesses
or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period for the proposed rule will be
from June 8, 2018, to July9, 2018. Written comments may be mailed to the Texas Department of
Housing and Community Affairs, Gavin Reid, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-3935; or email to gavin.reid@tdhca.state.tx.us.

ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M Austin local time, July 9, 2018.

STATUTORY AUTHORITY. The proposed rule is proposed pursuant to Texas Government Code
§2306.053, which authorizes the Department to adopt rules, and Chapter 2306, Subchapter E, which
specifically authorizes the Department to administer community affairs programs. Except as
described herein the proposed rule affects no other code, article, or statute.

Page 8 of 39



[Note that this rule is shown in blackline form below for the purpose of the posting of Board
materials but will be shown as clean proposed new language when submitted to the Texas Register.]

§2.203. Termination and Reduction of Funding for CSBG Eligible Entities

(@) This section describes the Department’s process for implementing HHS Information
Memorandum 116 (Corrective Action, Termination, or Reduction of Funding) ("IM 116") and 42
U.S.C. 9915.

(b) Deficiencies may be identified through failure to resolve issues identified in an onsite monitoring
review, a review of the Subrecipient’s Single Audit, a review prompted by a complaint, through the
Department’s procedures for reviewing performance and expenditure reports, or in any other review
under 42 U.S.C. §9914(a)(1)-(4).

(c) If a Deficiency is identified, the Department will review the training and technical assistance that
has been provided to the Eligible Entity and determine if further training and technical assistance is
warranted. If so, concurrent with the notification of the Deficiency, the Eligible Entity will be
offered additional training and technical assistance that specifically focuses on the Deficiencies.
After training and technical assistance has been delivered, the Eligible Entity will be provided the
opportunity to submit corrective action or a plan for correction.

(d) If an entity does not respond, does not resolve the Deficiency, or does not propose a reasonable
corrective action plan, the uncorrected Deficiency (or Deficiencies) will be considered a final
decision in a review pursuant to the CSBG Act and cause for proceedings to terminate Eligible
Entity status or reduce funding in accordance with IM 116 and 42 U.S.C. §89908(b)(8) and 9915;
such a determination will be issued in a final determination letter from the Department.

(e) If the Department determines that the development and implementation of a QIP is an
appropriate requirement and/or that additional training and technical assistance are needed, that
requirement will be stated in the final determination letter. The Eligible Entity will be provided 20
calendar days to submit an acceptable QIP compliant with §2.204 of this Subchapter, indicating that
steps are under way and identifying dates for correction. Within 30 calendar days from the date it
receives the proposed QIP, the Department will review the QIP and either approve it or specify the
reasons it cannot be approved.

(f) The CSBG Act requires that a QIP be implemented not later than 60 calendar days following the
notification in the final determination letter. That requirement precludes a process of extended
review and feedback and iterative QIP submissions (unless the QIP has been submitted sufficiently
early to allow time for such Department review); a QIP that cannot be approved within the
timeframe that allows for the implementation not later than the 60 calendar day deadline will
generally serve to trigger the commencement of formal legal proceedings to terminate Eligible Entity
status.

(g) If it is determined and/or documented that training and technical assistance is not appropriate,
that thea QIP is not appropriate, the QIP has not been approved, or the processes described in
subsection (d) of this section have failed to resolve the Deficiency, the Department will contact all
members of the Subrecipient’s Board, and request that the Department’s Governing Board at the

next scheduled meeting authorize staff to pursue a hearing with and-the-Bepartment-will-arrange

and-set-a-date fora-hearing-with-the State Office of Administrative Hearings ("SOAH"). If approved
by the Department’s Governing Board, the Department will arrange and set a date for a hearing

with SOAH. If the Eligible Entity does not respond or appear for the SOAH hearing, the
consideration of termination of the Eligible Entity’s status will be heard at the next regularly
scheduled meeting of the Department’s Governing Board. An entity receiving notice of the initiation
of a contested case before SOAH is reminded that they will need to read and comply with SOAH’s
requirements in the way they handle and respond to the matter.

(h) SOAH will issue a proposal for decision to the TDHCA_Governing Board recommending
whether there is cause, as defined by the CSBG Act, 42 U.S.C. 89908(c), to terminate or reduce
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funding to the Subrecipient. The TDHCA_Governing Board will be provided the proposal for
decision and it will be considered as part of any final order by the Board in the matter.

(i) If the TDHCA _Governing Board determines that there is cause to terminate or reduce funding,
pursuant to 42 U.S.C. §9915, the Department will notify the Subrecipient that it has the right under
42 U.S.C. 89915 to seek review of the decision by the HHS. If HHS does not overturn the decision,
or if the Subrecipient does not seek HHS review, the entity’s status as an Eligible Entity under the
CSBG Act, and all active CSBG Contracts will be terminated on the 90" calendar day after the
Board decision.

(j) Any right or remedy given to the Department by this Chapter does not preclude the existence of
any other right or remedy, nor shall any action or lack of action by the Department in the exercise of
any right or remedy be deemed a waiver of any other right or remedy.

Page 10 of 39



Attachment 3: Preamble for proposed repeal of 10 TAC 8§2.204, Contents of a Quality
Improvement Plan

The Texas Department of Housing and Community Affairs (the “Department’) proposes the repeal
of §2.204, Contents of a Quality Improvement Plan. The proposed repeal is to eliminate the rule
which warrants revisions while adopting a new updated rule under separate action.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that for each year of the
first five years the repealed section is in effect, enforcing or administering the repealed section does
not have any foreseeable implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWTH IMPACT STATEMENT. Mr. Irvine also has determined that, for
the first five years the repeal would be in effect:

1. The proposed repeal will not create or eliminate a government program;

2. The proposed repeal will not require a change in the number of employees of the

Department;

The proposed repeal will not require additional future legislative appropriations;

4. The proposed repeal will result in neither an increase nor a decrease in fees paid to the
Department;

5. The proposed repeal will not create a new regulation;

6. The proposed action will repeal an existing regulation, however that regulation is being
simultaneously recommended for a new rule;

7. The proposed repeal will not increase nor decrease the number of individuals subject to
the rule’s applicability; and

8. The proposed repeal will neither positively nor negatively affect this state’s economy.

w

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first
five years the repeal are in effect, the public benefit anticipated as a result of the repealed section will
be clarity of program requirements. There will be no economic cost to any individuals required to
comply with the repeal.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES.
The Department has determined that there will be no economic effect on small or micro-businesses
or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period for the proposed repeal will
be from June 8, 2018, to July 9, 2018. Written comments may be mailed to the Texas Department
of Housing and Community Affairs, Gavin Reid, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-3935; or email to gavin.reid@tdhca.state.tx.us.

ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M Austin local time, July 9, 2018.
STATUTORY AUTHORITY. The proposed repeal is proposed pursuant to Texas Government
Code §2306.053, which authorizes the Department to adopt rules, and Chapter 2306, Subchapter E,
which specifically authorizes the Department to administer community affairs programs. Except as
described herein the proposed repeal affects no other code, article, or statute.

§2.204, Contents of a Quality Improvement Plan
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Attachment 4: Preamble for proposed new of 10 TAC 82.204, Contents of a Quality
Improvement Plan.

The Texas Department of Housing and Community Affairs (the “Department”) proposes new
§2.204, Contents of a Quality Improvement Plan. The purpose of the proposed new section is to
correct several incorrect citations in the rule.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the
first five years the new section is in effect, enforcing or administering the new section does not have
any foreseeable implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWH IMPACT STATEMENT. Mr. Irvine also has determined that, for the
first five years the rule would be in effect:

1. The proposed rule does not create or eliminate a government program;

2. The proposed rule will not require a change in the number of employees of the Department;

3. The proposed rule will not require additional future legislative appropriations;

4. The proposed rule will result in neither an increase nor a decrease in fees paid to the Department;

5. The proposed rule will not create a new regulation, except that it is replacing a rule being repealed
simultaneously to provide for the updating and improved clarity of that rule;

6. The proposed rule will not expand an existing regulation;

7. The proposed rule will not increase the number of individuals subject to the rule’s applicability;
and

8. The proposed rule will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first
five years the new section is in effect, the public benefit anticipated as a result of the new section will
be improved clarity in the process described in the rule. There will not be any economic cost to any
individuals required to comply with the new section, because the processes described by the rule
have been in place through the rule found at this section being repealed.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES.
The Department has determined that there will be no economic effect on small or micro-businesses
or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period for the proposed rule will be
from June 8, 2018, to July 9, 2018. Written comments may be mailed to the Texas Department of
Housing and Community Affairs, Gavin Reid, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-3935; or email to gavin.reid@tdhca.state.tx.us.

ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M Austin local time, July 9, 2018.

STATUTORY AUTHORITY. The proposed rule is proposed pursuant to Texas Government Code
§2306.053, which authorizes the Department to adopt rules, and Chapter 2306, Subchapter E, which
specifically authorizes the Department to administer community affairs programs. Except as
described herein the proposed rule affects no other code, article, or statute.
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[Note that this rule is shown in blackline form below for the purpose of the posting of Board
materials but will be shown as clean proposed new language when submitted to the Texas Register.]

§2.204, Contents of a Quality Improvement Plan

If a QIP is required of a Subrecipient under 82.203(ed) of this Subchapter, it must be developed
compliant with the guidance in this section. While each QIP developed by a Subrecipient is
unique and must be responsive to the specific Deficiencies identified, all of the items below, at a
minimum, must be addressed.

(1) A QIP must initially provide a clear and explicit acknowledgement of each of the
Deficiencies that have prompted the need for such a plan, and must be described in sufficient
detail to affirm that the Subrecipient’s board and management have a solid grasp of the needed
improvement.

(2) Although commencement of the implementation of a QIP is specified in statute (42 USC
89915(a)(4)) the timeline for completion is important. The QIP must set forth an aggressive but
achievable timeline that plans for implementation of the planned remedies to be actively
underway not later than the sixtieth day after the day on which the Department notified the
Subrecipient of a final determination consistent with 82.203(c) of this Subchapterabeve. The
timeline should take into account the possible impact on achievement of benchmarks, plans, and
other objectives. As a general rule the Subrecipient should not expect to receive an extension of
any timeframes described herein.

(3) The QIP must be specific. A general statement, such as "the Subrecipient will ensure it has a
compliant tripartite board" or "the Subrecipient will obtain a compliant Single Audit” will not
suffice. Many such matters involve multiple steps from analysis and planning at the management
level, to board presentation and approval, to procurement, to contracting, to execution under the
Contract, often with follow-on requirements. If any of the steps will also require expenditure of
funds, it may also be necessary to review and update the budget and possibly other matters, such
as plans. Specificity must include at a minimum addressing the following questions:

(A) Whom within the Subrecipient’s staff will do what specific steps/tasks, when will they do
it, and what resources will they need?

(B) If staff is to be redirected or released from existing duties, how will those duties be
covered?

(C) How will the agency ensure the Deficiency does not reoccur?
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Attachment 5: Preamble for proposed repeal of 10 TAC Chapter 6 Community Affairs
Programs: 86.1 Purpose and Goals, 86.2 Definitions, 86.3 Subrecipient Contract, 86.7
Subrecipient Reporting Requirements, 86.8 Applicant/Customer Denials and Appeal
Rights, 86.205 Limitations on Use of Funds, 86.206 CSBG Needs Assessment, Community
Action Plan, and Strategic Plan, 86.207 Subrecipient Requirements, 86.213 Board
Responsibility, 86.214 Board Meeting Requirements, 86.301 Background and Definitions,
86.304 Deobligation and Reobligation of CEAP Funds, 86.307 Subrecipient Requirements
for Customer Eligibility Criteria and Establishing Priority for Eligible Households, §6.309
Types of Assistance and Benefit Levels, §86.312 Payments to Subcontractors and Vendors,
86.403 Definitions, 86.405 Deobligation and Reobligation of Awarded Funds, 8§6.406
Subrecipient Requirements for Establishing Priority for Eligible Households and Customer
Eligibility Criteria, 86.407 Program Requirements, 86.412 Mold-Like Substances, §6.414
Eligibility for Multifamily Dwelling Units, and 86.415 Health and Safety and Unit Deferral

The Texas Department of Housing and Community Affairs (the “Department”) proposes the repeal
of 10 TAC Chapter 6 Community Affairs Programs: §6.1 Purpose and Goals, 86.2 Definitions, §6.3
Subrecipient Contract, §6.7 Subrecipient Reporting Requirements, 86.8 Applicant/Customer Denials
and Appeal Rights, §6.205 Limitations on Use of Funds, §6.206 CSBG Needs Assessment,
Community Action Plan, and Strategic Plan, §6.207 Subrecipient Requirements, 86.213 Board
Responsibility, 86.214 Board Meeting Requirements, 86.301 Background and Definitions, §6.304
Deobligation and Reobligation of CEAP Funds, 86.307 Subrecipient Requirements for Customer
Eligibility Criteria and Establishing Priority for Eligible Households, 86.309 Types of Assistance and
Benefit Levels, 86.312 Payments to Subcontractors and Vendors, §6.403 Definitions, 86.405
Deobligation and Reobligation of Awarded Funds, 86.406 Subrecipient Requirements for
Establishing Priority for Eligible Households and Customer Eligibility Criteria, 86.407 Program
Requirements, §86.412 Mold-Like Substances, 86.414 Eligibility for Multifamily Dwelling Units, and
86.415 Health and Safety and Unit Deferral. The proposed repeal is to eliminate portions of the rule
that warrant revisions while adopting new updated rules under separate action.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that for each year of the
first five years the repealed sections are in effect, enforcing or administering the repealed sections do
not have any foreseeable implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWTH IMPACT STATEMENT. Mr. Irvine also has determined that, for
the first five years the repeals would be in effect:

1. The proposed repeals will not create or eliminate a government program;

2. The proposed repeals will not require a change in the number of employees of the

Department;

The proposed repeals will not require additional future legislative appropriations;

4. The proposed repeals will result in neither an increase nor a decrease in fees paid to the

Department;

The proposed repeals will not create a new regulation;

The proposed action will repeal existing regulations, however those regulation are being

simultaneously recommended for new rules;

7. The proposed repeals will not increase nor decrease the number of individuals subject to
the rule’s applicability; and

8. The proposed repeals will neither positively nor negatively affect this state’s economy.

w

o o
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PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first
five years the repeals are in effect, the public benefit anticipated as a result of the repealed sections
will be clarity of program requirements. There will be no economic cost to any individuals required
to comply with the repeals.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES.
The Department has determined that there will be no economic effect on small or micro-businesses
or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period for the proposed repeal will
be from June 8, 2018, to July 9, 2018. Written comments may be mailed to the Texas Department
of Housing and Community Affairs, Gavin Reid, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-3935; or email to gavin.reid@tdhca.state.tx.us.

ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M Austin local time, July 9, 2018.

STATUTORY AUTHORITY. The proposed repeal is proposed pursuant to Texas Government
Code §2306.053, which authorizes the Department to adopt rules, and Chapter 2306, Subchapter E,
which specifically authorizes the Department to administer community affairs programs. Except as
described herein the proposed repeal affects no other code, article, or statute.

86.1 Purpose and Goals

§86.2 Definitions

86.3 Subrecipient Contract

86.7 Subrecipient Reporting Requirements

86.8 Applicant/Customer Denials and Appeal Rights

§6.205 Limitations on Use of Funds

86.206 CSBG Needs Assessment, Community Action Plan, and Strategic Plan
§6.207 Subrecipient Requirements

§6.213 Board Responsibility

86.214 Board Meeting Requirements

86.301 Background and Definitions

86.304 Deobligation and Reobligation of CEAP Funds

86.307 Subrecipient Requirements for Customer Eligibility Criteria and Establishing Priority for
Eligible Households

86.309 Types of Assistance and Benefit Levels

86.312 Payments to Subcontractors and Vendors

§6.403 Definitions

86.405 Deobligation and Reobligation of Awarded Funds

86.406 Subrecipient Requirements for Establishing Priority for Eligible Households and Customer
Eligibility Criteria

86.407 Program Requirements

§6.412 Mold-Like Substances

§86.414 Eligibility for Multifamily Dwelling Units

86.415 Health and Safety and Unit Deferral
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Attachment 6: Preamble for proposed new 10 TAC Chapter 6 Community Affairs Programs:
86.1 Purpose and Goals, §6.2 Definitions, 86.3 Subrecipient Contract, 86.7 Subrecipient
Reporting Requirements, 86.8 Applicant/Customer Denials and Appeal Rights, §6.205
Limitations on Use of Funds, 86.206 CSBG Assessment, Community Action Plan, and
Strategic Plan, 86.207 Subrecipient Requirements, 86.213 Board Responsibility, 86.214 Board
Meeting Requirements, 86.301 Background and Definitions, 86.304 Deobligation and
Reobligation of CEAP Funds, 86.307 Subrecipient Requirements for Customer Eligibility
Criteria and Establishing Priority for Eligible Households, §6.309 Types of Assistance and
Benefit Levels, §6.312 Payments to Subcontractors and Vendors, 86.403 Definitions, 86.405
Deobligation and Reobligation of Awarded Funds, 8§6.406 Subrecipient Requirements for
Establishing Priority for Eligible Households and Customer Eligibility Criteria, 86.407
Program Requirements, 86.412 Mold-Like Substances, 86.414 Eligibility for Multifamily
Dwelling Units, and §6.415 Health and Safety and Unit Deferral

The Texas Department of Housing and Community Affairs (the “Department”) proposes new 10
TAC Chapter 6 Community Affairs Programs: 86.1 Purpose and Goals, 86.2 Definitions, §6.3
Subrecipient Contract, §6.7 Subrecipient Reporting Requirements, 86.8 Applicant/Customer Denials
and Appeal Rights, §6.205 Limitations on Use of Funds, §6.206 CSBG Assessment, Community
Action Plan, and Strategic Plan, 86.207 Subrecipient Requirements, 86.213 Board Responsibility,
§6.214 Board Meeting Requirements, 86.301 Background and Definitions, §6.304 Deobligation and
Reobligation of CEAP Funds, 86.307 Subrecipient Requirements for Customer Eligibility Criteria
and Establishing Priority for Eligible Households, §6.309 Types of Assistance and Benefit Levels,
86.312 Payments to Subcontractors and Vendors, §6.403 Definitions, 86.405 Deobligation and
Reobligation of Awarded Funds, 86.406 Subrecipient Requirements for Establishing Priority for
Eligible Households and Customer Eligibility Criteria, 86.407 Program Requirements, 86.412 Mold-
Like Substances, 86.414 Eligibility for Multifamily Dwelling Units, and §6.415 Health and Safety and
Unit Deferral. The purpose of the proposed new sections is to improve clarity, to remedy
discrepancies between rules, to correct identified areas of concern, and to provide changes needed to
address findings identified by the U.S. Department of Health and Human Services (“HHS”).

FISCAL NOTE. Timothy K. Irvine, Executive Director, 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.

GOVERNMENT GROWH IMPACT STATEMENT. Mr. Irvine also has determined that, for the
first five years the rule would be in effect:

1. The proposed rules do not create or eliminate a government program;
2. The proposed rules will not require a change in the number of employees of the Department;
3. The proposed rules will not require additional future legislative appropriations;

4. The proposed rules will result in neither an increase nor a decrease in fees paid to the
Department;

5. The proposed rules will not create new regulations, except that they are replacing rules being
repealed simultaneously to provide for the updating and improved clarity of those rules;

6. The proposed rules will not expand an existing regulation;

7. The proposed rules will not increase the number of individuals subject to the rule’s applicability;
and
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8. The proposed rules will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also 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 in the processes described in the rule, resolution of discrepancies between
rules, correction to identified areas of concern, and changes needed to address findings identified by
HHS. There will not be any economic cost to any individuals required to comply with the new
sections, because the processes described by the rules have been in place through the rules found at
the sections being repealed.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES.
The Department has determined that there will be no economic effect on small or micro-businesses
or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period for the proposed rules will be
from June 8, 2018, to July 9, 2018. Written comments may be mailed to the Texas Department of
Housing and Community Affairs, Gavin Reid, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-3935; or email to gavin.reid@tdhca.state.tx.us.

ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M Austin local time, July 9, 2018.

STATUTORY AUTHORITY. The proposed rule is proposed pursuant to Texas Government Code
§2306.053, which authorizes the Department to adopt rules, and Chapter 2306, Subchapter E, which
specifically authorizes the Department to administer community affairs programs. Except as
described herein the proposed rule affects no other code, article, or statute.

[Note that this rule is shown in blackline form below for the purpose of the posting of Board
materials but will be shown as clean proposed new language when submitted to the Texas Register.]

86.1. Purpose and Goals

(@) The rules established herein are for CSBG, LIHEAP, and DOE-WAP. Additional program
specific requirements are contained within each program subchapter and Chapters 1 and 2 of this
Title.

(b) Programs administered by the Community Affairs ("CA") Division of the Texas Department of
Housing and Community Affairs (the "Department™) support the Department's statutorily assigned
mission.

(c) The Department accomplishes its mission chiefly by acting as a conduit for federal grant funds
and other assistance for housing and community affairs programs. Ensuring program compliance
with the state and federal laws that govern the CA programs is another important part of the
Department's mission. Oversight and program mandates ensure state and federal resources are
expended in an efficient and effective manner.

(d) In instances of a disaster, the Department may pursue waivers or explore flexibilities as
addressed in CSBG IM -154 (and any other subsequent guidance or similar guidance for LIHEAP or
DOE WAP) through HHS or DOE within the CA programs in order to serve low income Texans.

86.2. Definitions

(@) To ensure a clear understanding of the terminology used in the context of the CSBG, LIHEAP,
and DOE-WAP programs of the Community Affairs Division, a list of terms and definitions has
been compiled as a reference.
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(b) The words and terms in this chapter shall have the meanings described in this subsection unless
the context clearly indicates otherwise. Refer to Subchapters B, C, and D of this chapter for program
specific definitions.

(1) Affiliate--An entity related to an Applicant that controls by contract or by operation of law the
Applicant or has the power to control the Applicant or a third entity that controls, or has the power
to control both the Applicant and the entity. Examples include but are not limited to entities
submitting under a common application, or instrumentalities of a unit of government. This term also
includes any entity that is required to be reported as a component entity under Generally Accepted
Accounting Standards, is required to be part of the same Single Audit as the Applicant, is reported
on the same IRS Form 990, or is using the same federally approved indirect cost rate.

(2) Awarded Funds--The amount of funds or proportional share of funds committed by the
Department's Board to a Subrecipient or service area.

(3) Categorical Eligible/Eligibility--A method where a Subrecipient must deem a Household to be
eligible for benefits if that Household includes at least one member that receives:

(A) SSI payments from the Social Security Administration; or
(B) Means Tested Veterans Program payments. See 86.2(b)(30).

(4) Child--Household member not exceeding eighteen (18) years of age.

(5) Code of Federal Regulations ("CFR")--The codification of the general and permanent rules and
regulations of the federal government as adopted and published in the Federal Register.

(6) Community Action Agencies ("CAAs")--Private Nonprofit Organizations and Public
Organizations that carry out the Community Action Program, which was established by the 1964
Economic Opportunity Act to fight poverty by empowering the poor in the United States.

(7) Community Services Block Grant ("CSBG")--An HHS-funded program which provides
funding for CAAs and other Eligible Entities that seek to address poverty at the community level.

(8) Comprehensive Energy Assistance Program ("CEAP")--A LIHEAP-funded program to assist
low-income Households, in meeting their immediate home energy needs.

(9) Concern--A policy, practice or procedure that has not yet resulted in a Finding or Deficiency
but if not changed will or may result in Findings, Deficiencies and/or disallowed costs.

(10) Contract--The executed written Aagreement between the Department and a Subrecipient
performing an Aactivity related to a program that describes performance requirements and
responsibilities assigned by the document,: for which the first day of the eContract term period is
the point at which programs funds may be considered by a Subrecipient for eExpenditure, unless
otherwise directed in writing by the Department.

(11) Contracted Funds--The gross amount of funds eQbligated by the Department to a
Subrecipient as reflected in a Contract.

(12) Cost Reimbursement--A Contract sanction whereby reimbursement of costs incurred by the
Subrecipient is made only after the Department has conducted such review as it deems appropriate,
which may be complete or limited, such as on a sampling basis, and approved backup
documentation provided by the Subrecipient to support such costs. Such a review and approval does
not serve as a final approval and all uses of advanced funds remain subject to review in connection
with future or pending reviews, monitoring, or audits.

(13) Declaration of Income Statement ("DIS")--A Department-approved form used only when it is
not possible for an applicant to obtain third party or firsthand verification of income.

(14) Deficiency--Consistent with the CSBG Act, a Deficiency exists when an Eligible Entity has
failed to comply with the terms of an agreement or a State plan, or to meet a State requirement. The
Departments determination of a Deficiency may be based on the Eligible Entity's failure to provide
CSBG services, or to meet appropriate standards, goals, and other requirements established by the
State, including performance objectives. A Finding, Observation, or Concern that is not corrected,
or is repeated, may become a Deficiency.
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(15) Deobligate/Deobligation--The partial or full removal of Contracted Funds from a
Subrecipient. Partial Deobligation is the removal of some portion of the full Contracted Funds from
a Subrecipient, leaving some remaining balance of Contracted Funds to be administered by the
Subrecipient. Full Deobligation is the removal of the full amount of Contracted Funds from a
Subrecipient. This definition does not apply to CSBG non-discretionary funds.

(16) Department of Energy ("DOE")--Federal department that provides funding for a
weatherization assistance program.

(17) Department of Health and Human Services ("HHS")--Federal department that provides
funding for CSBG and LIHEAP energy assistance and weatherization.

(18) Dwelling Unit--A house, including a stationary mobile home, an apartment, a group of rooms,
or a single room occupied as separate living quarters.

(19) Elderly Person--

(A) for CSBG, a person who is 55 years of age or older; and

(B) for CEAP and WAP, a person who is 60 years of age or older.

(20) Emergency--defined as:

(A) a natural disaster;

(B) a significant home energy supply shortage or disruption;
(C) significant increase in the cost of home energy, as determined by the Secretary of HHS;

(D) a significant increase in home energy disconnections reported by a utility, a state regulatory
agency, or another agency with necessary data;

(E) a significant increase in participation in a public benefit program such as the food stamp
program carried out under the Food Stamp Act of 1977 (7 U.S.C. 882011, et seq.), the national
program to provide supplemental security income carried out under Title XV of the Social Security
Act (42 U.S.C. §81381, et seq.) or the state temporary assistance for needy families program carried
out under Part A of Title IV of the Social Security Act (42 U.S.C. 88601, et seq.), as determined by
the head of the appropriate federal agency;

(F) a significant increase in unemployment, layoffs, or the number of Households with an
individual applying for unemployment benefits, as determined by the Secretary of Labor; or

(G) an event meeting such criteria as the Secretary of HHS, at the discretion of the Secretary of
HHS, may determine to be appropriate.

(21) Expenditure--Funds that have been accrued or remitted for purposes of the award, or in the
case of CEAP, funds that have been pledged.Anr-ameunt-ef-meoney-spent:

(22) Families with Young Children--A Household that includes a Child age five or younger. For
LIHEAP WAP only, a Family with Young Children also includes a Household that has a pregnant
woman.

(23) Finding--A Subrecipien’ts material failure to comply with rules, regulations, the terms of the
Contract or to provide services under each program to meet appropriate standards, goals, and other
requirements established by the Department or funding source (including performance objectives).
A Finding impacts the organizations ability to achieve the goals of the program and jeopardizes
continued operations of the Subrecipient. Findings include the identification of an action or failure
to act that results in disallowed costs.

(24) High Energy Burden--Households with energy burden which exceeds 11% of annual gross
income (as defined by the applicable program), determined by dividing a Household's annual home
energy costs by the Household's annual gross income.

(25) High Energy Consumption--A Household that is billed more than $1000 annually for related
fuel costs for heating and cooling their Dwelling Unit.

(26) Household--Any individual or group of individuals, excluding unborn children, who are living
together as one economic unit. For DOE WAP this includes all persons living in the Dwelling Unit.
For CSBG/LIHEAP these persons customarily purchase residential energy in common or make
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undesignated payments for energy._In CSBG/LIHEAP a live-in aide, or a Renter with a separate
lease that includes a separate bill for utilities would not be considered a Household member.

(27) Inverse Ratio of Population Density Factor--The number of square miles of a county divided
by the number of poverty Households of that county.

(28) Low Income Household--defined as:

(A) For DOE WAP, a Household whose total combined annual income is at or below 200% of
the HHS Poverty Income guidelines, or a Household who is Categorically Eligible;

(B) For CEAP and LIHEAP WAP, a Household whose total combined annual income is at or
below 150% of the HHS Poverty Income guidelines, or a Household who is Categorically Eligible;
and

(C) For CSBG, a Household whose total combined annual income is at or below 125% of the
HHS Poverty Income guidelines.

(29) Low Income Home Energy Assistance Program ("LIHEAP")--An HHS-funded program
which serves low income Households who seek assistance for their home energy bills and/or
weatherization services.

(30) Means Tested Veterans Program--A program whereby applicants receive payments under
§8415, 521, 541, or 542 of title 38, United States Code, or under §306 of the Veterans' and Survivors'
Pension Improvement Act of 1978.

(31) Mixed Status Household--A Household that contains one or more members that are U.S.
Citizens, U.S. Nationals, or Qualified Aliens, and one or more members that are Unqualified Aliens.

(32) Obligation--Funds become obligated upon approval of an award to Subrecipient by the
Department’s Governing Board, unless the Department does not receive sufficient funding from the
cognizant federal entity.

(331) Observation--A notable policy, practice or procedure observed though the course of
monitoring.

(342) Office of Management and Budget ("OMB")--Office within the Executive Office of the
President of the United States that oversees the performance of federal agencies and administers the
federal budget.

(353) OMB Circulars--Instructions and information issued by OMB to Federal agencies that set
forth principles and standards for determining costs for federal awards and establish consistency in
the management of grants for federal funds. Uniform cost principles and administrative
requirements for local governments and for nonprofit organizations, as well as audit standards for
governmental organizations and other organizations expending federal funds are set forth in 2 CFR
Part 200, unless different provisions are required by statute or approved by OMB.

(364) Outreach--The method that attempts to identify customers who are in need of services, alerts
these customers to service provisions and benefits, and helps them use the services that are available.
Outreach is utilized to locate, contact and engage potential customers.

(375) Performance Statement--A document which identifies the services to be provided by a
Subrecipient.

(386) Persons with Disabilities--Any individual who is:

(A) an individual described in 29 U.S.C. §701 or has a disability under 42 U.S.C. §812131 - 12134;

(B) disabled as defined in 42 U.S.C. 1382(a)(3)(A), 42 U.S.C. 8423, or in 42 U.S.C. 815001, or

(C) receiving benefits under 38 U.S.C. Chapter 11 or 15.

(39%) Population Density--The number of persons residing within a given geographic area of the
state.

(4038) Poverty Income Guidelines--The official poverty income guidelines as issued by HHS
annually.

(4139) Private Nonprofit Organization--An organization described in 8501(c) of the Internal
Revenue Code (the "Code") of 1986 and which is exempt from taxation under subtitle A of the
Code and that is not a Public Organization.
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(420) Production Schedule--The estimated monthly and quarterly performance targets and
expenditures for a Contract period. The Production schedule must be signed by the applicable
approved signatory and approved by the Department in writing.

(43%1) Program Year--January 1 through December 31 of each calendar year for CSBG and
LIHEAP and July 1 through June 30 of each calendar year for DOE WAP.

(442) Public Organization--A unit of government, as established by the Legislature of the State of
Texas. Includes, but may not be limited to, cities, counties, and councils of governments.

(45) Qualified Alien--A person that is not a U.S. Citizen or a U.S. National and is described at 8
U.S.C. 81641(b).

(463) Referral--The documented process of providing information to a customer Household about
an agency, program, or professional person that can provide the service(s) needed by the customer.

(474) Reobligation--The reallocation of dDeobligated funds to other Subrecipients.

(485) Single Audit--The audit required by Office of Management and Budget (OMB), 2 CFR Part
200, Subpart F, or Tex. Gov't Code, Chapter 738, Uniform Grant and Contract Management, as
reflected in an audit report.

(496) State--The State of Texas or the Department, as indicated by context.

(5047) Subcontractor--A person or an organization with whom the Subrecipient contracts with to
provide services.

(5148) Subgrant--An award of financial assistance in the form of money, made under a grant by a
Subrecipient to an eligible Subgrantee. The term includes financial assistance when provided by
contractual legal agreement, but does not include procurement purchases.

(5249) Subgrantee--The legal entity to which a Subgrant is awarded and which is accountable to the
Subrecipient for the use of the funds provided.

(530) Subrecipient--An organization that receives federal funds passed through the Department to
operate the CSBG, CEAP, DOE WAP and/or LIHEAP program(s).

(541) Supplemental Security Income (SSI)--A means tested program run by the Social Security
Administration.

(552) System for Award Management ("SAM")--Combined federal database that includes the
Excluded Parties List System ("EPLS").

(563) Systematic Alien Verification for Entitlements ("SAVE")--Automated intergovernmental
database that allows authorized users to verify the immigration status of applicants.

(574) Texas Administrative Code ("TAC")--A compilation of all state agency rules in Texas.

(585) Uniform Grant Management Standards ("UGMS")--The standardized set of financial
management procedures and definitions established by Tex. Gov't Code Chapter 783 to promote
the efficient use of public funds by requiring consistency among grantor agencies in their dealings
with grantees, and by ensuring accountability for the expenditure of public funds. State agencies are
required to adhere to these standards when administering grants and other financial assistance
agreements with cities, counties and other political subdivisions of the state. This includes all Public
Organizations. In addition, Tex. Gov't Code Chapter 2105, subjects Ssubrecipients of federal block
grants (as defined therein) to the Uniform Grant and Contract Management Standards.

(596) United States Code ("U.S.C.")--A consolidation and codification by subject matter of the
general and permanent laws of the United States.

(60) Unqualified Alien--A person that is not a U.S. Citizen, U.S. National, or a Qualified Alien.

(6157) Vendor Agreement--An agreement between the Subrecipient and energy vendors that
contains assurances regarding fair billing practices, delivery procedures, and pricing for business
transactions involving LIHEAP beneficiaries.

(6258) Vulnerable Populations--Elderly persons, Persons with a Disability, and Households with a
Child at or below the age of five.
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(6359) Weatherization Assistance Program ("WAP")--DOE and LIHEAP funded program
designed to reduce the energy cost burden of Low Income Households through the installation of
energy efficient weatherization materials and education in energy use.

86.3. Subrecipient Contract

(a) Subject to prior Board approval, the Department and a Subrecipient shall enter into and execute
a Contract for the disbursement of program funds. The Department, acting by and through its
Executive Director or his/her designee, may authorize, execute, and deliver authorized
modifications and/or amendments to the contract, as allowed by state and federal laws and rules.

(b) The governing body of the Subrecipient must pass a resolution authorizing its Executive
Director or his/her designee to have signature authority to enter into contracts, sign amendments,
and review and approve reports. All Contract actions including extensions, amendments or revisions
must be ratified by the governing body at the next regularly scheduled meeting. Minutes relating to
this resolution must be on file at the Subrecipient level.

(c) Within 45 calendar days following the conclusion of a Contract issued by the Department, the
Subrecipient shall provide a final expenditure and final performance report regarding funds
expended under the terms of the Contract.

(d) A performance statement and budget are attachments to the Contract between the Subrecipient
and the Department. Execution of the Contract enables the Subrecipient to access funds through
the Department’s Community Affairs contract system.

(e) Amendments and Extensions to Contracts.

(1) Except for quarterly amendments to non-discretionary CSBG Contracts to add funds as they
are received from HHS, and excluding amendments that move funds within budget categories but
do not extend time or add funds, amendments and extension requests must be submitted in writing
by the Subrecipient and will not be granted if any of the following circumstances exist:

(A\) if the award for the Contract was competitively awarded and the amendment would materially
change the scope of Contract performance;
calendar days of the request;

(BE) if the Subrecipient is delinquent in the submission of their Single Audit or the Single Audit
Certification form required by §1.403, relating to Single Audit Requirements, in Chapter 1 of this
Title;

(CB) if the Subrecipient owes the Department disallowed amounts in excess of $1,000 and a
Department-approved repayment plan is not in place or has been violated,;

(DE) for amendments adding funds (not applicable to amendments for extending time) if the
Department has cited the Subrecipient for violations within §6.10 of this Subchapter (related to
Compliance Monitoring) and the corrective action period has expired without correction of the issue
or a satisfactory plan for correction of the issue;_or

(EG) a member of the Subrecipient’s board has been debarred and has not been removed.

(2) Within 30 calendar days of a Subrecipient’s request for a Contract amendment or extension
request the request will be processed or denied in writing. If denied, the applicable reason from this
subsection (e) or other applicable reason will be cited. The Subrecipient may appeal the decision to
the Executive Director consistent with Chapter 1, 81.7, of this Title.

86.7. Subrecipient Reporting Requirements

(@) Subrecipients must submit a monthly performance and expenditure report through the
Community Affairs Contract System not later than the fifteenth (15th) day of each month following
the reported month of the contract period. Reports are required even if a fund reimbursement or
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advance is not being requested. It is the responsibility of the Subrecipient to upload information
into the Department’s designated database.

(b) Subrecipient shall reconcile their expenditures with their performance on at least a monthly basis
before seeking a request for funds for the following month. If the Subrecipient is unable to reconcile
on a month-to-month basis, the Subrecipient must provide at the request of the Department, a
written explanation for the variance and take appropriate measures to reconcile the subsequent
month. It is the responsibility of a Subrecipient to ensure that it has documented the compliant use
of all funds provided prior to receipt of additional funds, or if this cannot be done to address the
repayment of such funds.

(c) Subrecipient shall electronically submit to the Department no later than 45 days after the end of
the Subrecipient Contract term a final expenditure or reimbursement and programmatic report
utilizing the expenditure report and the performance report.

(d) If the Department has provided funds to a Subrecipient in excess of the amount of reported
expenditures in the ensuing month’s report, no additional funds will be released until those excess
funds have been expended. For example, in January a Subrecipient requests and is advanced
$50,000. In February, if the Subrecipient reports $10,000 in Expenditures and an anticipated need
for $30,000, no funds will be released.

(e) CSBG Annual Report and National Survey. Federal requirements mandate all states to participate
in the preparation of an annual performance measurement report. To comply with the requirements
of 42 U.S.C. 89917, all CSBG Eligible Entities and other organizations receiving CSBG funds are
required to participate.

(f) The Subrecipient shall submit other reports, data, and information on the performance of the
DOE and LIHEAP-WAP program activities as required by DOE pursuant to 10 CFR 8440.25 or by
the Department.

(g) Subrecipient shall submit other reports, data, and information on the performance of the federal
program activities as required by the Department.

(h) A Subrecipient may refer a contractor to the Department for debarment consistent with §2.401,
regarding Debarment from Participation in Programs Administered by the Department, of this Part.

86.8. Potential Applicant/ Applicant/Customer Denials and Appeal Rights

(a) Subrecipient shall establish a written procedure for the handling of denials of service when the
denial involves an individual inquiring or applying for services/assistance whom is communicating
or behaving in a threatening or abusive manner.

(ab) Subrecipient shall establish a denial of service complaint procedure to address written
complaints from program applicants/customers. At a minimum, the procedures described in
paragraphs (ab)(1) - (8) of this subsection shall be included:

(1) Subrecipients shall provide a written denial of assistance notice to applicant within ten (10)
calendar days of the determination. Such a determination is defined as a denial of assistance, but
does not include a level of assistance lower than the possible program limits or a reduction in
assistance, as long as such process is in accordance with the Subrecipient's written policy. This
notification shall include written notice of the right of a hearing and specific reasons for the denial
by program. The applicant wishing to appeal a decision must provide written notice to Subrecipient
| within twenty (20) calendar days of receipt of the denial notice.

(2) A Subrecipient must establish an appeals committee composed of at least three persons.

Subrecipient shall maintain documentation of appeals in their customer files.
| (3) Subrecipients shall hold a private appeal hearing (unless otherwise required by law) by phone or
in person in an accessible location within ten (10) business days after the Subrecipient received the
appeal request from the applicant and must provide the applicant notice in writing of the
time/location of the hearing at least seven (7) calendar days before the appeal hearing.

(4) Subrecipient shall record the hearing.
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(5) The hearing shall allow time for a statement by Subrecipient staff with knowledge of the case.

(6) The hearing shall allow the applicant at least equal time, if requested, to present relevant
information contesting the decision.

(7) Subrecipient shall notify applicant of the decision in writing. The Subrecipient shall mail the
notification by close of business on the third calendar day following the decision (three day turn-
around).

(8) If the denial is solely based on income eligibility, the provisions described in paragraphs (2) - (7)
of this subsection do not apply, and the applicant may request a recertification of income eligibility
based on initial documentation provided at the time of the original application. The recertification
will be an analysis of the initial calculation based on the documentation received with the initial
application for services and will be performed by an individual other than the person who
performed the initial determination. If the recertification upholds the denial based on income
eligibility documents provided at the initial application, the applicant is notified in writing.

(cb) If the applicant is not satisfied, the applicant may further appeal the decision in writing to the
Department within ten (10) calendar days of notification of an adverse decision.

(de) Applicants/customers who allege that the Subrecipient has denied all or part of a service or
benefit in a manner that is unjust, violates discrimination laws, or without reasonable basis in law or
fact, may request a contested hearing under Tex. Gov’'t Code, Chapter 2001.

(ed) The hearing under subsection (de) shall be conducted by the State Office of Administrative
Hearings on behalf of the Department in the locality served by the Subrecipient, for which the
procedures are further described in §1.13, relating to Contested Case Hearing Procedures, of this
Part.

(fe) If the applicant/customer appeals to the Department, the funds should remain encumbered
until the Department completes its decision.

Chapter 6, Subchapter B

86.205. Limitations on Use of Funds

(@) Construction of Facilities. CSBG funds may not be used for the purchase, construction or
improvement of land, or facilities as described in (42 U.S.C. §9918(a)).

(b) The CSBG Act prohibits the use of pregram-funds for partisan or nonpartisan political activity;
any political activity associated with a candidate, contending faction, or group in an election for
public or party office; transportation to the polls or similar assistance with an election; or voter
registration activity , ervoterregistration-(for example, contacting a congressional office to advocate
for a change to any law is a prohibited activity).

(c) Utility and rent deposit refunds from Mvendors must be reimbursed to the Subrecipient and not
the customer. Refunds must be treated as program income, and returned to the Department within
ten calendar days of receipt.

86.206. CSBG Needs Community Assessment, Community Action Plan, and Strategic Plan

(@) In accordance with the CSBG Act each Eligible Entity must submit a Community Action Plan
on an annual basis. The Community Action Plan is required to be submitted to the Department by a
date directed by the Department, for approval prior to execution of a Contract.

(b) Consistent with organizational standards relating to Data Analysis and Performance, the Eligible
Entity must present to its governing board for review or action, at least every twelve 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.
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(c) Every three (3) years each Eligible Entity shall complete a Community Needs-Assessment_(may
also be called “Community Needs Assessment” or “CNA”), upon which the annual Community
Action Plan will be based. Guidance on the content and requirements of the Community Needs
Assessment will be released by the Department. Information related to the Community Needs
Assessment shall be submitted to the Department on or before a date specified by the Department
in the previous year’s Contract. The NeedsCommunity Assessment will require, among other things,
that the top five needs of the service area are identified.

(d) Services to Poverty Population. Eligible Entities administering services to customers in one or
more CSBG service area counties shall ensure that such services are rendered reasonably and in an
equitable manner to ensure fairness among all potential applicants eligible for services. Services
rendered must reflect the poverty population ratios in the service area and services should be
distributed based on the proportionate representation of the poverty population within a county. A
variance of greater than plus or minus 20% may constitute a Deficiency. Eligible Entities with a
service area of a single county 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.

(e) The Community Action Plan shall be derived from the Needs Community Assessment and at a
minimum include a budget, a description of the delivery of case management services, in accordance
with the National Performance Indicators, and include a performance statement that describes the
services, programs, activities, and planned outcomes to be delivered by the organization.

(f) The Community Action Plan must take into consideration the outcomes expected by previous
Community Action Plan(s). If past outcomes were not achieved as reported in the CA contract
system, or outcomes exceed the targeted goals, the Subrecipient must assess the reasons for the
variance in outcomes, determine what will be done differently if continuing to include those
outcome goals, and identify how any of issues or obstacles will be mitigated or addressed. An
effective CAP should be constantly monitored and adjusted to optimize achievement of results
consistent with CSBG Act goals.

(9) The Community Needs-Assessment and the CAP both require Department approval; those that
do not meet the Department’s requirements as articulated in these rules or in Department actions
described and contemplated in these rules will be required to be revised until they meet the
Department’s satisfaction.

(h) If circumstances warrant amendments to the Community Needs-Assessment or the CAP, a
Subrecipient must provide a written request to the Department identifying the specific requested
change(s) to the document with a justification for each change. tThe Department will must-approve
or deny amendments_requests in writing.

(iR) Hearing. In conjunction with the submission of the CAP, the Eligible Entity must submit to the
Department a certification from its board that a public hearing was conducted on the proposed use
of funds.

(jH) Every five (5) years each Eligible Entity shall complete a strategic plan, with which the annual
Community Action Plan should be consistent. Information related to the strategic plan shall be
submitted to the Department on or before a date specified by the Department in the previous year’s
Contract.

(kj) Each CSBG Subrecipient must develop a performance statement which identifies the services,
programs, and activities to be administered by that organization.

86.207. Subrecipient Requirements
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(a) Eligible Entities shall submit information regarding the planned use of funds as part of the CAP
as described in §6.206 of this Subchapter.

(b) HHS issues terms and conditions for receipt of funds under the CSBG. Subrecipients will
comply with the requirements of the terms and conditions of the CSBG award.

(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 resources available to meet the immediate needs.

(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.

(g) Documentation of Services. Subrecipients must maintain a record of referrals and services
provided.

(h) Intake Form. To fulfill the requirements of 42 U.S.C. 89917, CSBG Subrecipients 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 this chapter (relating to General Provisions), for
all Households receiving a community action service. CSBG Subrecipients must complete and
maintain a manual or electronic intake form for all customers for each program year.

(i) Case Management.

(1) Subrecipients are required to provide integrated case management services. Subrecipients are
required to identify and set goals for households they serve through the case management process.
Subrecipients are required to evaluate and assess the effect their 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) Subrecipients must have and maintain documentation of case management services provided.

(3) Eligible Entities are each assigned a minimum TOP goal by the Department. Eligible Entities
must provide ongoing case management services for these transitioning out of poverty "TOP"
households. The case management services must include the components described in
subparagraphs (A) - (LN) of this paragraph. Subrecipients must also provide case management
clients with a Customer Satisfaction Survey, item (M), for the client to complete anonymously. And,
at least annually, Subrecipients must evaluate the effectiveness of their case management services,
item (N) of this paragraph. The forms or systems utilized for each component may be manual or
electronic forms provided by the Department or manual or electronic forms created by the Eligible
Entity that at minimum contain the same information as the Department-issued form, including but
not limited to:

(A) Self-Sufficiency Customer Questionnaire to assess a customer'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;
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(B) Self-Sufficiency Outcomes Matrix to assess the customer's status in the self-sufficiency
domains noted in subparagraph (A) of this paragraph;

(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 Subrecipient 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 - 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 e-mail. In person meetings should occur, at a minimum, once a
quarter;

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

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

(J) A system to document case closure for persons that have exited case management;

(K) A system to document income for persons that have maintained an income level above 125%
of the Poverty Income Guidelines for 90 days;

(L) A system to document and notify customers of termination of case management
servicesCustomer-Satisfaction-Survey,

(M) Customer Satisfaction SurveyA-system-to-document-and-notify-customers-of-termination—of
case-management-services; and

(N) Evaluation System. On an annual basis, Eligible Entities should determine the effectiveness

of their 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 in Information Memorandum #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 UGMS including
State of Texas Single Audit Circular. Failure to meet the CSBG Organizational Standards may result
in HHS Information Memorandum #116 proceedings as described in Chapter 2 of this Title.

86.213. Board Responsibility

(a) Tripartite boards have a fiduciary responsibility for the overall operation of the Eligible Entity.
Members are expected to carry out their duties as any reasonably prudent person would do.

(b) At a minimum, board members are expected to:

(1) Maintain regular attendance of board and committee meetings;

(2) Develop thorough familiarity with core agency information as appropriate, such as the agency's
bylaws, Certificate of Formation/Articles of Incorporation, sources of funding, agency goals and
programs, federal and state CSBG statutes;

(3) Exercise careful review of materials provided to the board;

(4) Make decisions based on sufficient information;

(5) Ensure that proper fiscal systems and controls, as well as a legal compliance system, are in
place;

(6) Maintain knowledge of all major actions taken by the agency; and

(7) Receive regular reports that include:

(A) Review and approval of all funding requests (including budgets);

(B) Review of reports on the organization's financial situation;

(C) Regular reports on the progress of goals specified in the performance statement or program
proposal;
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(D) Regular reports addressing the rate of expenditures as compared to those projected in the
budget;

(E) Updated modifications to policies and procedures concerning employee's and fiscal
operations; and

(F) Updated information on community conditions that affect the programs and services of the
organization.
(c) Individuals that agree to participate on a tripartite governing board, accept the responsibility to
assure that the agency they represent continues to:

(1) assess and respond to the causes and conditions of poverty in their community;

(2) achieve anticipated family and community outcomes; and

(3) remains administratively and fiscally sound.

(4) Excessive absenteeism of board members compromises the mission and intent of the program.
(d) Residence Requirement. All board members shall reside within the Subrecipient's CSBG service
area designated by the CSBG eContract. unless-otherwise-approved-in-advanceby-the Department
rwriting: Board members mustsheuld be selected so as to provide representation for all geographic
areas within the designated service area; however, greater representation may be given on the board
to areas with greater low-income population. Low-income representatives must reside in the area
that they represent.

(e) Improperly Constituted Board. If the Department determines that a board of an Eligible Entity is
improperly constituted, the Department shall prescribe the necessary remedial action, a timeline for
implementation and possible sanctions which may include:

(1) eCost ¥rReimbursement-methed-ef payment;

(2) withholding of funds;

(3) Contract suspension; or

(4) termination of funding.

86.214. Board Meeting Requirements

(a) A Boards of an Eligible Entities-Entity must meet and have a quorum at least once per calendar
quarter, and at a minimum five (5) times per year and, must give each Board member a notice of
meeting five (5) calendar days in advance of the meeting.

(b) Tex. Gov’'t Code, Chapter 551, Texas Open Meetings Act, addresses specific requirements
regarding meetings and meeting notices. Tex. Gov't Code, 8551.001(3)(J), includes in the definition
of a governmental body and of a nonprofit corporation that is eligible to receive funds under the
federal CSBG program and that is authorized by the state to serve a geographic area of the state. All
Eligible Entities must follow the requirements of the Texas Open Meetings Act. As set forth in that
law, there is the potential for individual criminal liability for violations.

(c) Tex. Gov't Code, 8551.005 requires elected or appointed officials to receive training in Texas
Open Government laws. The Department requires that all board members receive training in Texas
Open Government laws, according to the requirements of §551.005.

(d) A copy of the attendance roster for all Board trainings shall be maintained at the Subrecipient
level.

(e) The minimum number of members required to meet quorum is three unless the Subrecipient’s
Certification of Formation/Articles of Incorporation, Bylaws, or the Texas Open Meetings Act
requires a greater number.

Chapter 6, Subchapter C
86.301. Background and Definitions

(@) The Comprehensive Energy Assistance Program ("CEAP") is funded through the Low Income
Home Energy Assistance Act of 1981 (Title XXVI of the Omnibus Budget Reconciliation Act of
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1981, Public Law 97-35, as amended). LIHEAP has been in existence since 1982. LIHEAP is a
federally funded block grant program that is implemented to serve low income Households who
seek assistance for their home energy bills. LIHEAP is not an entitlement program, and there are
not sufficient funds to serve all eligible customers or to provide the maximum benefit for which a
customer may qualify.

(b) Definitions.

(1) Extreme Weather Conditions--For winter months (November, December, January, and
February), extreme weather conditions will exist when the temperature has been at least 2 degrees
below the lowest winter month’s temperature or below 32 degrees, for at least three days during the
client’s billing cycle. For summer months (June, July, August, and September), when the temperature
is at least 2 degrees above the highest summer month’s temperature for at least three days during the
client’s billing cycle. Extreme weather conditions will be based on either data for "1981-2010
Normals" temperatures recorded by National Centers for Environmental Information of the
National Oceanic and Atmospheric  Administration ("NOAA") and available at
http://www.ncdc.noaa.gov/cdo-web/datatools/normals, or on data determined by the

| Subrecipient, and approved by the Department in writing. Subrecipients must maintain
documentation of local temperatures and reflect their standard for extreme weather conditions in
| theirits Service Delivery Plan.

(2) Household Crisis--A bona fide Household Crisis exists when extraordinary events or situations
resulting from extreme weather conditions and/or fuel supply shortages have depleted or will
deplete Household financial resources and/or have created problems in meeting basic Household
expenses, particularly bills for energy so as to constitute a threat to the well-being of the
Households, particularly Vulnerable Population Households.

(3) Life Threatening Crisis--A life threatening crisis exists when at least one person in the applicant
Household would be adversely affected without the Subrecipient's utility assistance, because there is
a shut-off notice or a delivered fuel source is below a ten (10) day supply (by customer report) to the
degree that, in the opinion of a reasonable person, the effect could cause loss of life. Examples of
life-sustaining equipment include, but are not limited to, kidney dialysis machines, oxygen
concentrators, cardiac monitors, and in some cases heating and air conditioning when ambient
temperature control is prescribed by a medical professional. Documentation must not be requested
about the medical condition of the applicant/customer but must state that such a device is required
in the Dwelling Unit to sustain life.

(4) Low on Fuel--A reference to propane tanks which are below 20% supply (according to
customer).

(5) Vendor Refund--A sum of money refunded by a utility company or supplier due to a credit on
the account or due to a deposit. See §6.312 of this Subchapter for more information.

86.304. Deobligation and Reobligation of CEAP Funds
(@) The Department may determme to Deleobllgate funds from aII budqet cateqorles from

Subrecipients

eemlemeel—e*penermawesanel—ebl@atten% Whose combined Exnendltures and customer Obllqatlons
are less than 45% as of the May 15 report-ane-w

than—80%, unless an exception is approved by the Department in wrltlng for extenuatlng
circumstances. Subrecipients that request training and/or technical assistance may avoid
deobligation at this phase if they request such assistance on or before the filing of the May 15 report.
Once such assistance has been delivered, as determined by the Department, the Subrecipient must
submit a clear specific plan for improving utility obligations and that plan must be approved by the
Department in writing.
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(b) The Department may deobligate funds from all budget categories from a Subrecipient whose
combined Expenditures and customer Obligations are less than 70% as of the July 15 report, unless
an exception is approved by the Department in writing for extenuating circumstances.

(c) The cumulative amount of dDeobligated funds will be allocated proportionally by formula
amongst all Subrecipients that did not have any funds dDeobligated.

(de) A Subrecipients which hashave had funds dDeobligated under option (a)_or (b) above that fully
expends the reduced amount of itstheir Contract, will have access to the full amount of their
following Program Year CEAP allocation. A Subrecipients which hashave had funds deobligated
under option (a) or (b) above that fail to fully expend the reduced amount of itstheir Contract will
automatically have their following Program Year CEAP allocation dDeobligated by the lesser of
24.99%, or the proportional amount that had been dDeobligated in the prior year.

(ed) The cumulative balance of the funds made available through subsection (de) above will be
allocated proportionally by formula to the Subrecipients not having funds reduced under that
subsection.

(ef) In no event will_involuntary Ddeobligations that occur through any of the clauses above exceed
24.99% of the Subrecipient’s Program Year CEAP formula-allecation_Contracted Funds, without a
hearing as required by Tex. Gov't Code, Chapter 2105.

86.307. Subrecipient Requirements for Customer Eligibility Criteria and Establishing Priority for Eligible
Households
(@) 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.
(b) A complete application is required for all Households. Subrecipients shall determine customer
income using the definition of income and process described in §6.4 (relating to income).
Household income documentation must be collected by the Subrecipient for the purposes of
determining the Household’s benefit level.
(c) Social security numbers are not required for applicants for CEAP.
(d) Subrecipients 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.
(e) A Househeld 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 86.2 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.

(f) United States Citizen, United States National, or Qualified Alien. Except for items described in
10 TAC 86.310(e)(4) and (6). 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-
gualified member, except if the member is the sole member of the Household. A Subrecipient other
than a Public Organization may utilize a method of its choosing, and may opt to use the Systematic
Alien Verification for Entitlements (“SAVE”) program, but is not required to do so. A Public
Organization must verify U.S. Citizen, U.S. National, or Qualified Alien status using SAVE.
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86.309. Types of Assistance and Benefit Levels

(a) Allowable CEAP expenditures include customer education, utility payment assistance; repair of
existing heating and cooling units, and crisis-related purchase of portable heating and cooling units.
(b) Total maximum possible annual Household benefit (all allowable benefits combined) shall not
exceed $5,400 during a Program Year.

(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) — (2) of this clause, and the availability of
funds.:

(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.

(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
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.

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

(1) Households with Incomes of 0 to 50% of Federal Poverty Guidelines may receive an amount
not to exceed $1,200 per Component;

(2) Households with Incomes of 51% to 75% of Federal Poverty Guidelines may receive an
amount not to exceed $1,100 per Component; and

(3) Households with Incomes of 76% to at or below 150% of Federal Poverty Guidelines may
receive an amount not to exceed $1,000 per Component; and
(fe) Service and Repair of existing heating and cooling units: Households may receive up to $3,000
for service and repair of existing heating and cooling units when the Household has an inoperable
heating or cooling system based on requirements in 8§6.310, Relating to Household Crisis
Component.

(gf) Assistance with service and repair or purchase of portable air conditioning/evaporative coolers
and heating units not to exceed $3,000 for Households that include a Vulnerable Population
member, when the Household does not have an operable or non-existing heating or cooling system,
regardless of weather conditions.

(hg) Subrecipients shall provide only the types of assistance described in paragraphs (1) - (11) of this
subsection with funds from CEAP:

(1) Payment to vendors and suppliers of fuel/utilities, goods, and other services, 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) Subrecipients may make utility payments on behalf of Households based on the previous
twelve (12) month's home energy consumption history, including allowances for cost inflation. If a
twelve (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.
Subrecipients 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 Households can receive benefits to cover up to the eight highest remaining bills
within the Program Year, as long as the cost does not exceed the maximum annual benefit.
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(C) Households that do not contain a Vulnerable Population member can receive benefits to
cover up to the six highest remaining bills within the Program Year as long as the cost does not
exceed the maximum annual benefit.

(2) Payment to vendors--only one energy bill payment per month;

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

(4) Payment of water, bils-waste water and solid waste charges are not an allowable LIHEAP

expense_even in cases where those charqes are ener—when—seeh—eests—melede—e*penses—#em

an mseparable part of a utility

Fequwed—Whenever p033|ble SubreC|p|ent shaII negotlate with the utility prowders to pay onIy the
"home energy" (heating and cooling) portion of the bill_or utilize other funds to pay for the water
related charges;

(5) Energy bills already paid may not be reimbursed by the program;

(6) 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;

(7) 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. Subrecipients shall not pay such security deposits that the energy provider will eventually
return to the customer;

(8) 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;

(9) 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;

(10) 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
(7) of this subsection. Advance payments may not exceed an estimated two months' billings; and

(11) Funds for the CEAP shall not be used to weatherize dwelling units, for medicine, food,
transportation assistance (e.g.+¢, vehicle fuel), income assistance, or to pay for penalties or fines
assessed to customers.

86.312. Payments to Subcontractors and \Vendors

(@) A bi-annual ¥Vendor aAgreement 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 Subrecipient must use the Department’s
current Vendor Agreement template, found on the CEAP Program Guidance page of the
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Department’s website. These agreements are subject to monitoring procedures performed 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.

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

(d) Subrecipients shall use the ¥Wendor pPayment 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.

(f) A Vendor Refund is program income and must be reimbursed to the Subrecipient, and not the
customer.

(9) 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(s) 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.

Chapter 6, Subchapter D

86.403. 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--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
effectiveness of Weatherization measures to be installed in a Dwelling Unit. The Energy Audit shall
be used for any Dwelling Unit weatherized utilizing DOE funds.

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

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

(h) Reweatherization--Consistent with 10 CFR 8440.18(e)(2), if 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 was partially weatherized under a federal program during the period
September 30, 1975, through September 30, 1994, the Dwelling Unit may receive further financial
assistance for Reweatherization.

(i) 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.

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

(jk) Single Family Dwelling Unit--A structure containing no more than one Dwelling Unit.
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(kl) Weatherization Assistance Program Policy Advisory Council ("WAP PAC")--The WAP PAC
was established by the Department in accordance with 10 CFR 8440.17 to provide advisory services
in regards to the DOE WAP program.

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

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

86.405. Deobligation and Reabligation of Awarded Funds

(a) At any time that a Subrecipient believes they may be at risk of meeting one of the criteria noted
in subsection (l) of this section relating to criteria for dSeobligation of funds, notification must be
provided to the Department unless excepted under subsection (m) of this section.

(b) A written ‘Notification of Possible Deobligation' will be sent to the Executive Director of the
Subrecipient by the Department as soon as a criterion listed in subsection (1) of this section is at risk
of being met. Written notice will be sent electronically and/or by mail. The notice will include an
explanation of the criteria met. A copy of the written notice will be sent to the Board of Directors of
the Subrecipient by the Department_within seven (7) business days after the notice to the Executive
Director has been released. A Notification will not be sent, and the steps in this section not
triggered, if an Amendment increasing funds by at least 20% has been provided to the Subrecipient
in the prior 90_calendar days.

(c) Within fifteen (15) days of the date of the ‘Notification of Possible Deobligation’ referenced in
subsection (b) of this section, a Mitigation Action Plan must be submitted to the Department by the
Subrecipient in the format prescribed by the Department unless excepted under subsection (m) of
this section.

(d) A Mitigation Action Plan is not limited to but must include:

(1) Explanation of why the identified criteria under this section occurred setting out all fully
relevant facts.

(2) Explanation of how the criteria will be immediately, permanently, and adequately mitigated such
that funds are expended during the Contract Period. For example, if production or expenditures
appear insufficient to complete the Contract timely, the explanation would need to address how
production or expenditures will be increased in the short- and long-term to restore projected full
and timely execution of the contract.

(3) If applicable because of failure to produce Unit Production or Expenditure targets under the
existing Production Schedule, a detailed narrative of how the Production Schedule will be adjusted,
going forward, to assure achievement of sufficient, achievable Unit Production and Expenditures to
ensure timely and compliant full utilization of all funds.

(4) An explanation of how the other criteria under this section will be mitigated. For example, if
Unit Production criteria for a time period were not met, then the explanation will need to include
how the other criteria will not be triggered.

(5) If relating to a Unit Production or Eexpenditure criteria, a description of activities currently
being undertaken including an accurate description of the number of units in progress, broken down
by number of units in each of these categories: units that have been qualified, audited, assessed,
contracted, inspected, and invoiced and as reflected in an updated Production Schedule.

(6) Provide any request for a reduction in Contracted Funds, reasons for the request, desired

Contracted Funds and revised Production Schedule reflecting the reduced Contracted Funds.
(e) At any time after sending a Notification of Deobligation, the Department or a third-party
assigned by the Department may monitor, conduct onsite visits or other assessments or engage in
any other oversight of the Subrecipient that is determined appropriate by the Department under the
facts and circumstances.
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(f) The Department or a third-party assigned by the Department will review the Mitigation Action
Plan, and where applicable, assess the Subrecipient's ability to meet the revised Production Schedule
or remedy other eConcern.

(g) After the Department's receipt of the Mitigation Action Plan, the Department will provide the
Subrecipient a written Corrective Action Notice which may include one or more of the criteria
identified in this section (relating to deobligation and other mitigating actions) or other acceptable
solutions or remedies.

(h) The Subrecipient has seven (7) calendar days from the date of the Corrective Action Notice to
appeal the Corrective Action Notice to the Executive Director. Appeals may include:

(1) Request to retain for the full Fund Award if Partial Deobligation was indicated,;

(2) Request for only partial Deobligation of the full Contracted Fund if full Deobligation was
indicated in the Corrective Action Notice;

(3) Request for other lawful action consistent with the timely and full completion of the contract
and Production Schedule for all Contracted Funds.

(i) In the event that an appeal is submitted to the Executive Director, the Executive Director may
grant extensions or forbearance of targets included in the Production Schedule, continued operation
of a Contract, authorize Deobligation, or take other lawful action that is designed to ensure the
timely and full completion of the Contract for all Contracted Funds.

(j) In the event the Executive Director denies an appeal, the Subrecipient will have the opportunity
to have their appeal presented at the next meeting of the Department’s governing board for which
the matter may be posted in accordance with law and submitted for final determination by the
Board.

(k) In the event an appeal is not submitted within seven (7) calendar days from the date of the
Corrective Action Notice, the Corrective Action Notice will automatically become final without
need of any further action or notice by the Department, and the Department will amend/terminate
the contract with the Subrecipient to effectuate the Corrective Action Notice.

(I) The criteria noted in this subsection will prompt the Deobligation process under this rule. If the
criteria are met, then notification and ensuing processes discussed elsewhere in this subchapter will
apply.

(1) Subrecipient fails to provide the Department with a Production Schedule for their current
Contract within 30_calendar days of receipt of the draft Contract. The Production Schedule must be
signed by the Subrecipient Executive Director/Chief Executive Officer and approved by the
Department in writing;

(2) By the third program reporting deadline, for-BOE-units-Subrecipient must report at least one

unit weatherized for each Weatherization contractand—inspected—by—a—certified—Quality—Control
nspector{~QCH;

(3) By the fifth program reporting deadline, less than 25% of total expected unit production has
occurred based on the Production Schedule, or less than 20% of total Awarded Funds have been
expended;

(4) By the seventh program reporting deadline, less than 50% of total expected unit production has
occurred based on the Production Schedule, or less than 50% of total Awarded Funds have been
expended;

(5) The Subrecipient fails to submit a required monthly report explaining any variances between the
Production Schedule and actual results on Production Schedule criteria;

(m) Notification of deobligation will not be required to be sent to a Subrecipient, and a Mitigation
Action Plan will not be required to be provided to the Department, if any one or more of the
following are satisfied:

(1) The total cumulative unit production for the Subrecipient, based on the monthly report as
reported in the Community Affairs contract system, is at least 75% of the total cumulative number
of units to be completed as of the end of the month according to the Subrecipient's forecast unit
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production within the Production Schedule for the time period applicable (i.e. cumulative through
the month for which reporting has been made).

(2) The total cumulative expenditures for the Subrecipient, based on the monthly report as
reported in the Community Affairs contract system, is at least 75% of the total cumulative estimated
expenditures to be expended as of the end of the month according to the Subrecipient's forecast
expenditures within the Production Schedule for the time period applicable (i.e., cumulative through
the month for which reporting has been made).

(3) The Subrecipient's monthly reports as reported in the Community Affairs contract system, for

the prior two months, as required under the Contract, reflects unit production that is 80% or more
of the expected unit production amount to be completed as of the end of the month according to
the Subrecipient's forecast unit production within the Production Schedule.
(n) ASubrecipients thatwhich hashave funds deobligated under this section but that fully expends
the reduced amount of theirits Contract, will have access to the full amount of thei following
Program Year WAP allocation. A Subrecipients which hashave had funds dDeobligated under this
section that fails to fully expend the reduced amount of itstheir Contract will automatically have
theirits following Program Year WAP allocation Ddeobligated by the lesser of 24.99% or the
proportional amount that had been Ddeobligated in the prior year.

86.406. Subrecipient Requirements for Establishing Priority for Eligible Households and Customer Eligibility
Criteria
(a) Subrecipients shall establish eligibility and priority criteria to increase the energy efficiency of
dwellings owned or occupied by Low Income persons who are particularly vulnerable such as the
Elderly, Persons with Disabilities, Families with Young Children, Households with High Energy
Burden, and Households with High Energy Consumption.
(b) Subrecipients shall follow the Department rules and established state and federal guidelines for
determining eligibility for Multifamily Dwelling Units as referenced in §6.414 of this Cehapter
(relating to Eligibility for Multifamily Dwelling Units).
(c) Subrecipient shall determine applicant income eligibility in compliance with §6.4 of this Cehapter
(relating to Income Determination).
(d) Social Security numbers are not required for applicants.
(e) 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. A
Subrecipient other than a Public Organization may utilize an application method of its choosing, and
may opt to use the Systematic Alien Verification for Entitlements (“SAVE”) program, but is not
required to do so. A Public Organization must verify U.S. Citizen, U.S. National, or Qualified Alien
status using SAVE. Assistance shall be determined as follows:

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

(2) Adjust the Household size for determining eligibility and benefit assistance level to exclude all
Ungualified Aliens.
(f) For purposes of determining Categorical Eligibility or Vulnerable Populations (e.q. 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.

86.407. Program Requirements
(@) Each Dwelling Unit weatherized requires completion of a written whole house assessment.
Subrecipients must perform the whole house assessment then let that assessment guide whether the
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Dwelling Unit is best served through DOE funds using the audit, erthrough LIHEAP WAP funds
using the priority list, or a combination of DOE and LIHEAP funds.

(b) Any Dwelling Unit that is weatherized using DOE funds must use the audit as a guide for
installed measures. A SubrecipientSubgrantees-combining DOE funds with LIHEAP WAP funds
may not mix the use of the audit and the priority list.

(c) Any Dwelling Unit that is weatherized using LIHEAP only must be completed using the priority
list as a guide for installed measures. Failure to complete a written whole house assessment as
indicated in 86.416 of this Subchapter prior to Weatherization may lead to unit failure during quality
control inspection.

(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.

§6.412. Mold-like Substances

(@) If the Subrecipient's energy auditor discovers the presence of mold-like substances that the
Weatherization Subcontractor cannot adequately address, then the Dwelling Unit shall be referred to
the Texas Department of State Health Services or its successor agency.

(b) The Subrecipient shall provide the applicant written notification that their home cannot, at this
time, be weatherized and why. Subrecipientthey shall sheuld-also be-informed the applicant in
writing that ef-which—ageney—they should contact the Texas Department of Licensing and
Regulation, or successor agency, to report the presence of mold-like substances. The applicant
should be advised that when the issue is resolved they may reapply for Weatherization. Should the
applicant reapply for Weatherization, the Subrecipient must obtain written documentation of
resolution of the issue from the applicant prior to proceeding with any Weatherization work.

(c) If the energy auditor determines that the mold-like substance is treatable and covers less than the
25 contiguous square feet limit allowed to be addressed by the Texas Department of State Health
Services' guidelines, the Subrecipient shall notify the applicant of the existence of the mold-like
substance and potential health hazards, the proposed action to eliminate the mold-like substance,
and that no guarantee is offered that the mold-like substance will be eliminated and that the mold-
like substance may return. The auditor must obtain written approval from the applicant to proceed
with the Weatherization work and maintain the documentation in the customer file.

(d) Subrecipients shall be responsible for providing mold training to their employees and
Weatherization Subcontractors.

86.414. Eligibility for Multifamily Dwelling Units

(a) 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.

(b) In order to wWeatherize large multifamily buildings containing twenty-five or more Dwelling
Units or those with shared central heating (et.eg., boilers) and/or shared cooling plants (e.eg., cooling
towers that use water as the coolant) regardless of the number of Dwelling Units, Subrecipients 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.frem—theDBepartment. When
necessary, the Department will seek approval from DOE. Approvals from the Department in
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| writing DOE-must be received prior to the installation of any Weatherization measures in this type
of structure.

| (c) In order to weatherize Shelters, Subrecipients 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.
(d) If roof repair is to be considered as part of 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 the standards set in 10 CFR 8440.18(d)(9) and (15) and Appendix A-
Standards for Weatherization Materials.
(e) WAP Subrecipients shall establish a multifamily master file for each multifamily project in
addition to the individual unit requirements found in the record keeping requirement section of the
contract. The multifamily master file must include, at a minimum, the forms listed in paragraphs (1)

- (6) of this subsection: (Forms available on the Departments website.)

) Multifamily Pre-Project Checklist Form;

) Multifamily Post-Project Checklist Form;

) Permission to Perform an Assessment for Multifamily Project Form;

) Landlord Agreement Form;

) Landlord Financial Participation Form; and

(6) Significant Data Required in all Multifamily Projects.

(f) For DOE WAP, if a public housing, assisted multi-family or Low Income Housing Tax Credit

(LIHTC) building is identified by the HUD and included on a list published by DOE, that building

meets certain income eligibility and may meet other WAP requirements without the need for further

evaluation or verification. A public housing, assisted housing, and LIHTC building that does not

appear on the list using HUD records may still qualify for the WAP. Income eligibility can be made

on an individual basis by the Subrecipient based on information supplied by property owners and

the Households in accordance with subsection (a) of this section.

(g) For any Dwelling Unit that is weatherized using funding provided under DOE WAP, all

Weatherization measures installed must be entered into an approved Energy Audit. Weatherization

measures installed shall begin with repair items, then continue with those measures having the

greatest SIR and proceed in descending order to the measures with the smallest SIR or until the

maximum allowable per unit expenditures are achieved, and finishing with Health and Safety

measures.

(1
(2
(3
(4
(5
6

86.415. Health and Safety and Unit Deferral

(a) Health and Safety expenditures with DOE WAP may not exceed 1520% of total expenditures for
Materials, Labor, Program Support, and Health and Safety at the end of the Ceontract term. Health
and Safety expenditures with LIHEAP WAP may not exceed 20% of total expenditures for
Materials, Labor, Program Support, and Health and Safety at the end of the Contract term.

| (b) Subrecipients shall provide Weatherization services with the primary goal of energy efficiency.
The Department considers establishing a healthy and safe home environment to be important to
ensuring that energy savings result from Weatherization work.

| (c) Subrecipients must test for high carbon monoxide ("CO") levels and bring CO levels to
acceptable levels before Weatherization work can start. The Department has defined maximum
acceptable CO readlngs in |ts Standard Work Speuflcatlons asieuewsr
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(d) A Dwelling Unit shall not be weatherized when there is a potentially harmful situation that may
adversely affect the occupants or the Subrecipient's Weatherization crew and staff, or when a
Dwelling Unit is found to have structural concerns that render the Dwelling Unit unable to benefit
from Weatherization. The Subrecipient must declare their intent to defer Weatherization on an
eligible unit on the assessment form. The assessment form should include the customer's name and
address, dates of the assessment, and the date on which the customer was informed of the issue in
writing. The written notice to the customer must include a clear description of the problem,
conditions under which Weatherization could continue, the responsibility of all parties involved, and
any rights or options the customer has. A copy of the notice must be given to the customer, and a
signed copy placed in the customer application file. Only after the issue has been corrected to the
satisfaction of the Subrecipient shall Weatherization work begin.

(e) If structural concerns or health and safety issues identified (which would be exacerbated by any
Weatherization work performed) on an individual unit cannot be abated within program rules or
within the allowable WAP limits, the Dwelling Unit exceeds the scope of this program.
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BOARD ACTION REQUEST
HOUSING RESOURCE CENTER
MAY 24, 2018

Presentation, discussion, and possible action on an order proposing the readoption, without changes, of 10
TAC 81.11, Definition of Service-Enriched Housing, and directing its publication for public comment in the
Texas Register.

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov't Code 82306.053, the Texas Department of Housing
and Community Affairs (the “Department”) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, pursuant to Tex. Gov’'t Code §2001.039, state agencies are required to review a
rule every four years to assess whether the reasons for initially adopting the rule continue to
exist and based on the assessment of the rule determine if the rule should be readopted as is,
readopted with amendments, or repealed;

WHEREAS, Tex. Gov't Code §2306.1091(b), requires the Department, with the advice and
assistance of the Housing and Health Services Coordination Council (“Council”), to define
Service-Enriched Housing which it does through 10 TAC §1.11, Definition of Service-
Enriched Housing;

WHEREAS, on May 4, 2018, the Council provided input to staff that they supported the
readoption of the rule without changes, and staff therefore is recommending that the rule be
readopted without changes; and

WHEREAS, such proposed readoption will be published in the Texas Register for public
comment;

NOW, therefore, it is hereby

RESOLVED, that the Department has determined during its assessment of 10 TAC §1.11
Definition of Service-Enriched Housing, that as provided for in §2001.039, there is a
continuing need for this rule and staff proposes its readoption without changes;

FURTHER 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 readoption without changes of 10 TAC §81.11 Definition of Service-
Enriched Housing, in the form presented to this meeting, to be published in the Texas
Register and in connection therewith, make such non-substantive technical corrections as they
may deem necessary to effectuate the foregoing, including the preparation of the subchapter
specific preambles; and
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FURTHER RESOLVED, that if the Department receives no substantive comment on the
proposed readoption, then the Department will readopt 10 TAC §81.11 Definition of Service-
Enriched Housing, without returning to the Board for further approval.

BACKGROUND

Rule Review Overview
Tex. Gov't Code, 82001.039 requires that state agencies review a rule every four years to assess whether the
reasons for initially adopting the rule continue to exist; based on the assessment the rule can then be
readopted as is, readopted with amendments, or repealed. Even rules that have been amended within the
last four years require this review if the amendment did not specifically state that it included this review step.
Several of the Department’s rules exceed this four year review period and a project has been initiated to
evaluate all rules and bring them into compliance with these timelines. One of the results of such a review is
that the rule is determined to be necessary, but that there are significant enough revisions to warrant repeal
and proposal of a new rule in its place. This type of action also is an acceptable response to the four year
review requirement and “resets the clock” on that review period.
This rule review initiative also includes a management-wide evaluation of whether a rule is:

e Statutorily required, and if not, evaluating its necessity;

e Setting policy beyond those established in state or federal authorizing statute or regulation, and if so,

affirming the purpose and need for that policy; and

e In harmony with the direction and policy of the Executive Director and the Board.

Upon approval in draft form by the Board, rules under review will be released for public comment in the
Texas Register and if comment is received, returned to the Board for final direction and adoption.

10 TAC §1.11 Definition of Service-Enriched Housing

Authority: The Housing and Health Services Coordination Council (“HHSCC” or the “Council”) is codified
in Tex. Gov't Code §2306.1091. The purpose of the Council is to increase state efforts to offer service-
enriched housing through increased coordination of housing and health services. In accordance with Tex.
Gov't Code §2306.1091(b): “With the advice and assistance of the council, the department by rule shall
define ‘service-enriched housing’ for the purposes of this subchapter.” In January 2010, the Department,
with the advice and assistance of the Council, developed the definition of Service-Enriched Housing. The
definition was brought before stakeholders at four statewide public forums in order to receive additional
opinions and feedback. After receiving feedback a revised definition was approved by Council at its March
2010 meeting. The TDHCA Governing Board adopted a final rule using the approved definition on May 12,
2010, and effective in the Texas Register in June 2010.

Department Policy: While Tex. Gov’'t Code §2306.1091 does require that the Department adopt a definition
for the term Service-Enriched Housing, the statute does not specify what that definition must be. Therefore,
this rule does set policy, from the Department and the Council, not provided for in state statute or federal
regulations, for how the term is defined.

Consistency with Executive Direction and Proposed Changes: Staff recommends that this rule be retained without

changes. This action allows the Department to continue to ensure compliance with Tex. Gov't Code
§2306.1091, and continue to have a required definition for Service-Enriched Housing.
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Upon Board approval, the proposed rule review will be published in the Texas Register and released for
public comment from June 4, 2018, through July 3, 2018. It is anticipated that the final readopted rule or
proposed rule amendments will be presented for approval at the Board meeting of July 26, 2018. However,
if no comments are received, staff will proceed with adoption without returning to the Board.
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Attachment A: Preamble and proposed readoption of 10 TAC Chapter 1, §1.11

The Texas Department of Housing and Community Affairs (the "Department™) proposes the readoption,
without changes, to §1.11 Definition of Service-Enriched Housing. After review of this rule in compliance
with Tex. Gov't Code, §2001.039, the Department has assessed this rule and determined that there is a
continuing need for this rule and that no changes are warranted.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the first five
years the readopted rule is in effect, enforcing or administering the rule does not have any foreseeable
implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWTH IMPACT STATEMENT. Mr. Irvine also has determined that, for the first
five years the readopted rule would be in effect:
1. The proposed readopted rule will not create or eliminate a government program;

2. The proposed readopted rule will not require a change in the number of employees of the Department;
3. The proposed readopted rule will not require additional future legislative appropriations;

4. The proposed readopted rule will result in neither an increase nor a decrease in fees paid to the
Department;

5. The proposed readopted rule will not create a new regulation;
6. The proposed action will not repeal an existing regulation;

7. The proposed readopted rule will not increase or decrease the number of individuals subject to the rule’s
applicability; and

8. The proposed readopted rule will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first five years
the readopted rule is in effect, the public benefit anticipated as a result of the action will be the elimination
of unnecessary regulations. There will not be any economic cost to any individuals required to comply with
the repealed section.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The
Department has determined that there will be no economic effect on small or micro-businesses or rural
communities.

REQUEST FOR PUBLIC COMMENT. All comments or questions in response to this notice of rule
review may be submitted in writing from June 4, 2018, through July 3, 2018. Written comments may be
submitted to the Texas Department of Housing and Community Affairs, Housing Resource Center, P.O.
Box 13941, Austin, Texas 78711-3941, by fax to (512) 475-0070, or email info@tdhca.state.tx.us. ALL
COMMENTS MUST BE RECEIVED BY 5:00 pm Austin local time, July 3, 2018.

STATUTORY AUTHORITY. The proposed action 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.
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81.11. Definition of Service-Enriched Housing.

(a) Purpose. It is the purpose of this section to define service-enriched housing for the Housing and Health
Services Coordination Council.

(b) Definition. For the purpose of directing the work of the Housing and Health Services Coordination
Council and its work products, including the biennial plan, Service-Enriched Housing is defined as
integrated, affordable, and accessible housing that provides residents with the opportunity to receive on-site
or off-site health-related and other services and supports that foster independence in living and decision-
making for individuals with disabilities and persons who are elderly.
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BOARD ACTION REQUEST
HOUSING RESOURCE CENTER
MAY 24, 2018

Presentation, discussion, and possible action on an order proposing the repeal of 10 TAC 81.15, Integrated Housing
Rule, and an order proposing new 10 TAC §1.15, Integrated Housing Rule, and directing their publication for public
comment in the Texas Register

RECOMMENDED ACTION

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

WHEREAS, pursuant to Tex. Gov't Code §2001.039, state agencies are required to review a rule
every four years to assess whether the reasons for initially adopting the rule continue to exist;

WHEREAS, the provision of integrated housing through the Department’s programs is authorized
by Tex. Gov't Code 82306.111(g) which directs that the Department’s funding priorities should
provide that funds are awarded, when feasible, based on a project’s ability to provide integrated
affordable housing;

WHEREAS, the Department recommends to the Board that there is a continuing need for this rule
to exist, which is to provide for ongoing assurance that the properties and programs funded by the
Department produce integrated housing opportunities;

WHEREAS, this rule was last acted upon in December 2003, and is in need of changes to remove
definitions now provided elsewhere in rule, update the definition for Persons with Disabilities,
improve readability, remove several exceptions to the rule that are no longer recommended, and
revise the integrated housing cap; and

WHEREAS, such proposed rulemaking will be published in the Texas Register for public comment;
NOW, therefore, it is hereby

RESOLVED, that the proposed repeal of 10 TAC 81.15, Integrated Housing Rule, and proposed
new 10 TAC, §1.15, Integrated Housing Rule, are 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
hereby are authorized, empowered, and directed, for and on behalf of the Department to cause the
proposed repeal of 10 TAC §1.15, Integrated Housing Rule, and proposed new 10 TAC §1.15,
Integrated Housing Rule, in the form presented to this meeting, to be published in the Texas Register
and in connection therewith, make such non-substantive technical corrections as they may deem
necessary to effectuate the foregoing, including the preparation of the subchapter specific preambles;
and

FURTHER RESOLVED, that if the Department receives no substantive comment on the
proposed repeal and proposed adoption of this rule that the Department will repeal 10 TAC §1.15,
Integrated Housing Rule, and adopt new 10 TAC §1.15, Integrated Housing Rule without returning
to the Board for further approval.
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BACKGROUND

Rule Review Overview

Tex. Gov't Code 8§2001.039 requires that state agencies review a rule every four years to assess whether the reasons
for initially adopting the rule continue to exist; based on the assessment the rule can then be readopted as is,
readopted with amendments, or repealed. Even rules that have been amended within the last four years require this
review if the amendment did not specifically state that it included this review step. Several of the Department’s rules
exceed this four year review period and a project has been initiated to evaluate all rules and bring them into
compliance with these timelines. One of the results of such a review is that the rule is determined to be necessary but
that there are significant enough revisions to warrant repeal and proposal of a new rule in its place. This type of action
also is an acceptable response to the four year review requirement and “resets the clock™ on that review period.

This rule review initiative also includes a management-wide evaluation of whether a rule is:

e Statutorily required, and if not, evaluating its necessity;

e Setting policy beyond those established in state or federal authorizing statute or regulation, and if so,
affirming the purpose and need for that policy; and

¢ In harmony with the direction and policy of the Executive Director and the Board.

Upon approval in draft form by the Board, rules under review will be released for public comment in the Texas Register
and if comment is received, returned to the Board for final direction and adoption.

10 TAC §1.15 Integrated Housing Rule

Authority:  The authority for this rule is Tex. Gov’t Code §2306.111(g) which directs that the Department’s funding
priorities should provide that funds are awarded, when feasible, based on a project’s ability to provide integrated
affordable housing.

Department Policy: While Tex. Gov't Code §2306.111(g) does promote integrated housing, the statute does not specify
how that concept must be applied to the Department’s programs. Therefore, this rule does set Department policy, not
provided for in state statute or federal regulations, for how the Department ensures integration in its programs. This
rule was originally established in 2003 in collaboration with disability advocates and program participants. The rule
ensures that housing developments that are subject to the rule do not restrict occupancy solely to households with
disabilities, with a maximum integration limit dependent on the size of the housing development. As proposed, the
maximum set-aside is 25% for developments with 50 or more units and 36% for developments with less than 50
units.

Prior to this rule being proposed to the Board today, the proposed rule changes were discussed with the Department’s
Disability Advisory Workgroup twice, and with the Housing and Health Services Coordination Council and the QAP
Roundtable. Additionally, an Online Survey and Online Forum were conducted April 26, 2018, through May 7, 2018.
Staff believes the policy presented herein is a balanced proposal.

Consistency with Executive Direction and Proposed Changes: Staff recommends that this rule be retained but done so through
repeal and proposal of a new rule. This action allows the Department to continue to ensure compliance with Tex.
Gov't Code §2306.111(g) and provide a transparent process for participants in the Department’s programs of what
integration standards will apply to their program activity. The new proposed rule reflects changes that include: remove
definitions now provided elsewhere in rule, update the definitions for ‘Household with Disabilities’ and ‘Integrated
Housing’, improve readability, remove previous exceptions to the rule for elderly and special needs populations, clarify
that the marketing only to Households with Disabilities is not permitted, revises the integrated housing cap for large
properties from 18 to 25, and revising the waiver language.

As would be expected, the rule presented for the Board’s consideration today differs from the version originally
posted to the Online Survey and Online Forum as the rule proposed herein reflects adjustments made in response to
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comment. To facilitate a review for persons having evaluated that prior “discussion-version” of the rule, staff has
noted below the changes that have been made since the forum posting:

» A previously discussed possible exception to the rule for Chronically Homeless is not included in the final
version.

» A previously discussed removal of an exception for scattered site properties was clarified so that the rule will
not apply in the case of scattered site single family development only.

» Additional language has been added on the standards of the Board's consideration of a waiver.

» Additional language has been added clarifying that units exclusively set aside or containing a preference for
persons with disabilities must be dispersed throughout a Development.

Behind the proposed preamble for the proposed new action a draft of the rule is shown in its clean new form.

However, to assist reviewers with understanding what has changed from the current version of the rule, a blacklined
version is also provided.
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Attachment 1: Preamble for proposed repeal of 10 TAC §1.15, Integrated Housing Rule

The Texas Department of Housing and Community Affairs (the "Department™) proposes the repeal of 10 TAC §1.15,
Integrated Housing Rule. The purpose of the proposed repeal is to eliminate an outdated rule while adopting a new
updated rule under separate action.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the first five years the
repealed section is in effect, enforcing or administering the repealed section does not have any foreseeable
implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWTH IMPACT STATEMENT. Mr. Irvine also has determined that, for the first five years
the repeal would be in effect:

1. The proposed repeal will not create or eliminate a government program;

2. The proposed repeal will not require a change in the number of employees of the Department;

3. The proposed repeal will not require additional future legislative appropriations;

4. The proposed repeal will result in neither an increase nor a decrease in fees paid to the Department;
5. The proposed repeal will not create a new regulation;

6. The proposed action will repeal an existing regulation, however that regulation is being simultaneously
recommended for a new rule;

7. The proposed repeal will not increase nor decrease the number of individuals subject to the rule’s applicability; and
8. The proposed repeal will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first five years the repeal
is in effect, the public benefit anticipated as a result of the repealed section will be an updated and more clear
regulation. There will not be any economic cost to any individuals required to comply with the repealed section
because additional requirements are not added through this repeal.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The Department has
determined that there will be no economic effect on small or micro-businesses or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held June 11, 2018, to July 11, 2018, to
receive input on the repealed section. Written comments may be submitted to the Texas Department of Housing and
Community Affairs, Attn: Brooke Boston, Rule Comments, P.O. Box 13941, Austin, Texas 78711-3941, by fax to
(512) 475-0220, or email brooke.boston@tdhca.state.tx.us. ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M.
Austin local time JULY 11, 2018.

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 81.15, Integrated Housing Rule
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Attachment B: Preamble for proposed new 10 TAC 81.15 Integrated Housing Rule

The Texas Department of Housing and Community Affairs (the “Department”) proposes new 10 TAC §1.15,
Integrated Housing Rule. The purpose of the proposed new rule is to make changes that include: removing definitions
now provided elsewhere in rule, updating the definitions for ‘Household with Disabilities’ and ‘Integrated Housing’,
improving readability, removing previous exceptions to the rule for elderly and special needs populations, clarifying
that marketing only to Households with Disabilities is not permitted, revising the integrated housing cap for large
properties from 18 to 25, and revising the waiver language.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that for each year of the first five years the
new section is in effect, enforcing or administering the new section does not have any foreseeable implications related
to costs or revenues of the state or local governments.

GOVERNMENT GROWH IMPACT STATEMENT. Mr. Irvine also has determined that, for the first five years a
rule would be in effect:

1. The proposed rule does not create or eliminate a government program;

2. The proposed rule will not require a change in the number of employees of the Department;

3. The proposed rule will not require additional future legislative appropriations;

4. The proposed rule will result in neither an increase nor a decrease in fees paid to the Department;

5. The proposed rule will not create a new regulation, except that it is replacing a rule being repealed simultaneously to
provide for revisions;

6. The proposed rule will not expand an existing regulation;
7. The proposed rule will not increase the number of individuals subject to the rule’s applicability; and
8. The proposed rule will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first five years the new
section is in effect, the public benefit anticipated as a result of the new section will be an updated and more germane
rule. There will not be any economic cost to any individuals required to comply with the new section because the
processes described by the rule have already been in place through the rule found at this section being repealed.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The Department has
determined that there will be no economic effect on small or micro-businesses or rural communities.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held June 11, 2018, to July 11, 2018, to
receive input on the new section. Written comments may be submitted to the Texas Department of Housing and
Community Affairs, Attn: Brooke Boston, Rule Comments, P.O. Box 13941, Austin, Texas 8711-3941, by fax to (512)
475-0220, or email brooke.boston@tdhca.state.tx.us. ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M.
Austin local time JULY 11, 2018.

STATUTORY AUTHORITY. The new sections are proposed pursuant to Texas Government 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.

§1.15 Integrated Housing Rule

(a) Purpose. It is the purpose of this section to provide a standard by which Developments funded by the Department
offer an integrated housing opportunity for Households with Disabilities. This rule is authorized by Tex. Gov't Code,
§2306.111(g) promotes projects that provide integrated affordable housing.
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(b) Definitions. The following words and terms, when used in this section, shall have the following meanings, unless
the context clearly indicates otherwise.

(1) Capitalized words used herein have the meaning assigned in the specific Chapters and Rules of this Part that
govern the program associated with the funded or awarded Development, or assigned by federal or state law.

(2) Integrated housing--Living arrangements typical of the general population. Integration is achieved when
Households with Disabilities have the option to choose housing units that are located among units that are not
reserved or set aside for Households with Disabilities. Integrated housing is distinctly different from assisted living
facilities/arrangements.

(3) Households with Disabilities--A Household composed of one or more persons, at least one of whom is an
individual who is determined to have a physical or mental impairment that substantially limits one or more major life
activities; or having a record of such an impairment; or being regarded as having such an impairment. Included in this
meaning is the term handicap as defined in the Fair Housing Act or disability as defined by other applicable federal or
state law.

(c) Applicability. This rule applies to:

(1) All Multifamily Developments subject to Chapter 10 of this Title, Uniform Multifamily Rules, with the exclusion
of Transitional Housing Developments;

(2) Single Family Developments subject to Chapter 23, Subchapter G, of this Title, relating to HOME Program
Single Family Developments, or done with Neighborhood Stabilization Program funds, with the exclusion of
Scattered-site developments, meaning one to four family dwellings located on sites that are on non-adjacent lots, with
no more than four units on any one site; and

(3) Only the restrictions or set asides placed on Units through a Contract, LURA, or financing source that limits
occupancy to Persons with Disabilities. This rule does not prohibit a Development from having a higher percentage
of actual occupants who are Persons with Disabilities.

(4) Previously awarded Multifamily Developments that would no longer be compliant with this rule are not
considered to be in violation of the percentages described in (d)(2) or (d)(3) of this rule if the award is made prior to
September 1, 2018, and the restrictions or set asides were already on the Development or proposed in the Application
for the Development.

(d) Integrated Housing Standard. Units exclusively set aside or containing a preference for Households with
Disabilities must be dispersed throughout a Development.

(1) A Development may not market or restrict occupancy solely to Households with Disabilities unless required by a
federal funding source.

(2) Developments with 50 or more Units shall not exclusively set aside more than 25 percent of the total Units in the
Development for Households with Disabilities.

(3) Developments with fewer than 50 Units shall not exclusively set aside more than 36 percent of the Units in the
Development for Households with Disabilities.

(e) Board Waiver. The Board may waive the requirements of this rule if the Board can affirm that the waiver of the

rule is necessary to serve a population or subpopulation that would not be adequately served without the waiver, and
that the Development, even with the waiver, does not substantially deviate from the principle of Integrated Housing.
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TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 1 ADMINISTRATION

SUBCHAPTER A GENERAL POLICIES AND PROCEDURES

RULE 81.15 Integrated Housing Rule

(a) Purpose. It is the purpose of this section to euthine-provide a standard by which Developments funded by the
Department offer an integrated housing opportunity for Households with Disabilities. This rule is authorized by

Tex Gov t Code §2306 111(q) promotes projects that prowde mteqrated affordable housmq

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

(1) Capitalized words used herein have the meaning assigned in the specific Chapters and Rules of this Part that
govern the program associated with the funded or awarded Development, or assigned by federal or state law.

(26) Integrated housing----Nermal—erdinary-ILiving arrangements typical of the general population. Integration
is achieved when individuals-Households with Ddisabilities have the option to choose erdinary,—typical-housing
units that are located among units that are not reserved or set aside for individuals-Households whe—do—net
havewith Ddisabilities-or-other-special-needs. Regular—iIntegrated housing is distinctly different from assisted
living facilities/arrangements.
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(39) Persons-Households with Disabilities--A Hhousehold composed of one or more persons, at least one of
whom is an individual who is determined to (A)-Hhave a physical or mental impairment that substantially limits
one or more major life activities; or having a record of such an impairment; or being regarded as having such an
impairment. Included in this meaning is the term handicap as defined in the Fair Housing Act or disability as

defined by other applicable federal or state law.:physical—mental-oremotionalimpairmentthat:

(c) Applicability. This rule applies to:

(1) All Multifamily Developments subject to Chapter 10 of this Title, Uniform Multifamily Rules, with the
exclusion of Transitional Housing Developments;

(2) Single Family Developments subject to Chapter 23, Subchapter G, of this Title, relating to HOME Program
Single Family Developments, or done with Neighborhood Stabilization Program funds, with the exclusion of
Scattered-site developments, meaning one to four family dwellings located on sites that are on non-adjacent
lots, with no more than four units on any one site; and
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(3) Only the restrictions or set asides placed on Units through a Contract, LURA, or financing source that limits
occupancy to Persons with Disabilities. This rule does not prohibit a Development from having a higher
percentage of actual occupants who are Persons with Disabilities.

(4) Previously awarded Multifamily Developments that would no longer be compliant with this rule are not
considered to be in violation of the percentages described in (d)(2) or (d)(3) of this rule if the award is made
prior to September 1, 2018, and the restrictions or set asides were already on the Development or proposed in
the Application for the Development.

(de) Integrated Housing Standard. Units exclusively set aside or containing a preference for Households with
Disabilities must be dispersed throughout a Development.Precedures:

(1) A heusing—Ddevelopment may not_market or restrict occupancy solely to peeple—Households with

Ddisabilities_unless required by a federal funding source-erpeople-with-disabiities-in-combination-with-other
spectal-needs-poepulations.

(2) —(A)Large-housing-dDevelopments with 50 or more Units shall previde—not exclusively set aside Ae-more
than 48-25 percent of the total 4Units inef the Ddevelopment set-aside-exelusively-for peeple-Households with
Ddisabilities.

(3) Fhe-uni tspersed-thretghe ing-dDevelopments with fewer
than 50 Units Unlts shaII pmwd&not excluswelv set a3|de more than 36 percent ofthe wUnits in efthe dDevelopment

set—asldeuexelﬂﬂvely for peeple-Households with Ddisabilities.—Fhese-unitsmust-be-dispersed-throughout-the

(e) Board Waiver. The Board may waive the requirements of this rule te—furtherthe purpeses-orpolicies—of
Chapter-2306,Texas-Government-Code-or-for-other-good-cause: if the Board can affirm that the waiver of the

rule is necessary to serve a population or subpopulation that would not be adequately served without the waiver,
and that the Development, even with the waiver, does not substantially deviate from the principle of Integrated

Housing.
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BOARD ACTION REQUEST
EXECUTIVE DIVISION
MAY 24, 2018

Presentation, discussion, and possible action on an order proposing the repeal of 10 TAC §1.1, Reasonable
Accommodation Requests, and an order proposing new 10 TAC §1.1, Reasonable Accommodation Requests
to the Department, and directing their publication for public comment in the Texas Register.

RECOMMENDED ACTION

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

WHEREAS, pursuant to Tex. Gov’t Code, 82001.039, state agencies are required to review
a rule every four years to assess whether the reasons for initially adopting the rule continue
to exist;

WHEREAS, the Department recommends to the Board that there is a continuing need for
this rule to exist, which is to provide for compliance with Tex. Gov't Code §2306.066(e),
which requires the Executive Director to prepare a written plan to provide persons with
disabilities an opportunity to participate in the Department’s programs, and to provide for
compliance with the Fair Housing Act and other federal and state laws;

WHEREAS, this rule was last acted upon in April 2014, and is in need of updating to make
minor changes to the description of the process, to add the Department’s Fair Housing
Manager in accommodation request decision-making, to reflect that accommodation
requests do not have to be in writing, to revise the title to make it clear these are only
requests to the Department (not to its subrecipients), and to provide the statutory authority
and purpose of the rule; and

WHEREAS, such proposed rulemaking will be published in the Texas Register for public
comment;

NOW, therefore, it is hereby

RESOLVED, that the proposed repeal of 10 TAC 81.1, Reasonable Accommodation
Requests, and proposed new 10 TAC 81.1, Reasonable Accommodation Requests to the
Department, are approved for publication in the Texas Register for public comment;

FURTHER 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 repeal of 10 TAC §1.1, Reasonable Accommodation Requests, and
proposed new 10 TAC §1.1, Reasonable Accommodation Requests to the Department, in
the form presented to this meeting, to be published in the Texas Register and in connection
therewith, make such non-substantive technical corrections as they may deem necessary to
effectuate the foregoing, including the preparation of the subchapter specific preambles; and

FURTHER RESOLVED, that if the Department receives no substantive comment on the
proposed repeal and proposed adoption of this rule that the Department will repeal 10 TAC
§1.1, Reasonable Accommodation Requests, and adopt new 10 TAC 81.1, Reasonable




Accommodation Requests to the Department without returning to the Board for further
approval.

BACKGROUND

Rule Review Overview

Tex. Gov't Code, §2001.039 requires that state agencies review a rule every four years to assess whether the
reasons for initially adopting the rule continue to exist; based on the assessment the rule can then be
readopted as is, readopted with amendments, or repealed. Even rules that have been amended within the last
four years require this review if the amendment did not specifically state that it included this review step.
Several of the Department’s rules exceed this four year review period and a project has been initiated to
evaluate all rules and bring them into compliance with these timelines. One of the results of such a review is
that the rule is determined to be necessary but that there are significant enough revisions to warrant repeal
and proposal of a new rule in its place. This type of action also is an acceptable response to the four year
review requirement and “resets the clock” on that review period.

This rule review initiative also includes a management-wide evaluation of whether a rule is:

e Statutorily required, and if not, evaluating its necessity;

e Setting policy beyond those established in state or federal authorizing statute or regulation, and if so,
affirming the purpose and need for that policy; and

e In harmony with the direction and policy of the Executive Director and the Board.

Upon approval in draft form by the Board, rules under review will be released for public comment in the
Texas Register and if comment is received, returned to the Board for final direction and adoption.

10 TAC §1.1, Reasonable Accommodation Requests

Authority:  The authority for this rule is provided by Tex. Gov't Code, §2306.066(e), which requires the
Executive Director to prepare a written plan to provide persons with disabilities an opportunity to participate
in the Department’s programs. This rule also provides for compliance with the Fair Housing Act and other
federal and state civil rights laws. One type of disability discrimination is the refusal to make reasonable
accommodations in rules, policies, practices, or services when such accommodations are necessary to afford a
person with a disability the equal opportunity to use and enjoy a dwelling or program/activity. This rule
provides for how an individual who is seeking an accommodation request directly from the Department can
pursue such a request.

Department Policy: This rule provides the public notice for how a reasonable accommodation request can be
made to the Department, and the procedures the Department will use in handling that request. Beyond the
policy already established under the Authority above, no further policy is established by the Department; the
rule merely lays out procedures for implementing that policy.

Consistency with Executive Direction and Proposed Changes: Staff recommends that this rule be retained but done so
through repeal and proposal of a new rule. This action allows the Department to continue to ensure
compliance with the applicable state and federal requirements and provide a transparent process for persons
that may want to make a reasonable accommodation request. The new proposed rule reflects changes that
include: minor changes to the description of the process, adding the Department’s Fair Housing Manager in
accommodation request decision-making, reflecting that accommodation requests do not have to be in
writing, revising the title to make it clear these are only requests to the Department (not to our subrecipients),
and providing the statutory authority and purpose of the rule.



Behind the proposed preamble for the proposed new action a draft of the rule is shown in its clean new form.
However, to assist reviewers with understanding what has changed from the current version of the rule, a
blacklined version is also provided.



Attachment 1: Preamble for proposed repeal of 10 TAC §1.1, Reasonable Accommodation Requests

The Texas Department of Housing and Community Affairs (the "Department") proposes the repeal of 10
TAC 81.1, Reasonable Accommodation Requests. The purpose of the proposed repeal is to eliminate an
outdated rule while adopting a new updated rule under separate action.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the first five
years the repealed section is in effect, enforcing or administering the repealed section does not have any
foreseeable implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWTH IMPACT STATEMENT. Mr. Irvine also has determined that, for the first
five years the repeal would be in effect:

1. The proposed repeal will not create or eliminate a government program;

2. The proposed repeal will not require a change in the number of employees of the Department;

3. The proposed repeal will not require additional future legislative appropriations;

4. The proposed repeal will result in neither an increase nor a decrease in fees paid to the Department;
5. The proposed repeal will not create a new regulation;

6. The proposed action will repeal an existing regulation, however that regulation is being simultaneously
recommended for a new rule;

7. The proposed repeal will not increase nor decrease the number of individuals subject to the rule’s
applicability; and

8. The proposed repeal will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first five years
the repeal is in effect, the public benefit anticipated as a result of the repealed section will be an updated and
more clear regulation. There will not be any economic cost to any individuals required to comply with the
repealed section because additional requirements are not added through this repeal.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The
Department has determined that there will be no economic effect on small or micro-businesses or rural
communities.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held June 11, 2018, to July 11,
2018, to receive input on the repealed section. Written comments may be submitted to the Texas Department
of Housing and Community Affairs, Attn: Brooke Boston, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-0220, or email brooke.boston@tdhca.state.tx.us. ALL COMMENTS MUST
BE RECEIVED BY 5:00 P.M. Austin local time JULY 11, 2018.

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.

81.1, Reasonable Accommodation Requests



Attachment 2: Preamble for proposed new of 10 TAC 81.1, Reasonable Accommodation Requests to
the Department

The Texas Department of Housing and Community Affairs (the *“Department”) proposes new 81.1,
Reasonable Accommodation Requests to the Department. The purpose of the proposed new section is to
make changes that include: minor changes to the description of the process, adding the Department’s Fair
Housing Manager in accommodation request decision-making, reflecting that accommodation requests do
not have to be in writing, revising the title to make it clear these are only requests to the Department (not to
our subrecipients), and providing the statutory authority and purpose of the rule.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the first five
years the new section is in effect, enforcing or administering the new section does not have any foreseeable
implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWH IMPACT STATEMENT. Mr. Irvine also has determined that, for the first five
years a rule would be in effect:

1. The proposed rule does not create or eliminate a government program;

2. The proposed rule will not require a change in the number of employees of the Department;

3. The proposed rule will not require additional future legislative appropriations;

4. The proposed rule will result in neither an increase nor a decrease in fees paid to the Department;

5. The proposed rule will not create a new regulation, except that it is replacing a rule being repealed
simultaneously to provide for revisions;

6. The proposed rule will not expand an existing regulation;
7. The proposed rule will not increase the number of individuals subject to the rule’s applicability; and
8. The proposed rule will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first five years
the new section is in effect, the public benefit anticipated as a result of the new section will be improved
compliance with Comptroller rules and increased clarity and organization. There will not be any economic
cost to any individuals required to comply with the new section, because the processes described by the rule
have been in place through the rule found at this section being repeal.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The
Department has determined that there will be no economic effect on small or micro-businesses or rural
communities.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held June 11, 2018, to July 11,
2018, to receive input on the new section. Written comments may be submitted to the Texas Department of
Housing and Community Affairs, Attn: Brooke Boston, Rule Comments, P.O. Box 13941, Austin, Texas
8711-3941, by fax to (512) 475-0220, or email brooke.boston@tdhca.state.tx.us. ALL COMMENTS MUST
BE RECEIVED BY 5:00 P.M. Austin local time JULY 11, 2018.

STATUTORY AUTHORITY. The new sections are proposed pursuant to Texas Government 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.



81.1, Reasonable Accommodation Requests to the Department

(@) Purpose. The purpose of this section is to establish the procedures by which a Requestor may ask that a
Reasonable Accommodation is made by the Department. For rules governing the handling of reasonable
accommodation requests and responsibilities of entities receiving funds or resources from the Department
see Subchapter B, §1.204 of this Chapter. This rule is statutorily authorized by Tex. Gov't Code, 2306.066(g),
which requires the Executive Director to prepare a written plan to provide persons with disabilities an
opportunity to participate in the Department’s programs, and in accordance with the Fair Housing Act, and
other federal and state civil rights laws.

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

(1) Board--Texas Department of Housing and Community Affairs Governing Board.

(2) Division Manager or Director--Department staff member supervising the division or area of a division
containing the program for which a Reasonable Accommodation is being requested.

(3) Disability--A physical or mental impairment that substantially limits one or more major life activities; or
having a record of such an impairment; or being regarded as having such an impairment. Included in this
meaning is the term handicap as defined in the Fair Housing Act, or as defined by other applicable federal or
state law.

(4) Fair Housing Act--Fair Housing Act of 1968, also known as Title VII1 of the Civil Rights Act of 1968.

(5) Reasonable Accommodation--An accommodation and/or modification that is an alteration, change,
exception, or adjustment to a program, service, building, or dwelling unit, that will allow a qualified person
with a Disability to:

(A) Participate fully in a program,;
(B) Take advantage of a service;
(C) Live in a dwelling; or

(D) Use and enjoy a dwelling.

(6) Requestor--Includes applicants, members of the public, clients of Department programs, and program
participants.

(7) Section 504--Section 504 of the Rehabilitation Act of 1973, as amended.

(c) Procedures.

(1) The Requestor of the Reasonable Accommodation shall submit a request to the Division Manager or
Director. A request does not have to be in writing. A request can be made in a face-to-face conversation with
a Division Manager or Director or using any other method of communication. A request is any
communication in which an individual clearly asks or states that they need the Department to provide or to
change something because of a Disability.

(2) The request, whether oral or written, must contain, at minimum:

(A) The Department program or procedure for which an accommodation is being requested;

(B) Household information to include name and address;

(C) Description of the Reasonable Accommodation being requested; and

(D) Reason the Reasonable Accommodation is necessary.

(E) In the case of oral requests, the Division Manager or Director will create a written summary of the
request.

(3) The Division Director will coordinate with the Fair Housing Manager and the supervising Deputy
Executive Director/Chief, if any, and may ask for additional information from the Requestor. Staff should
address Reasonable Accommodations requests promptly. If making such a Reasonable Accommodation
would involve incurring expense, staff should consult with their Division Manager or Director to ensure that
they remain within their approved budget or, if additional measures beyond those within budget are required,
that they are promptly considered and a compliant decision made. Upon having the applicable information,
the Division Director or Manager and Fair Housing Manager will determine:

(A) If the proposed Reasonable Accommodation is covered under Section 504 and/or the Fair Housing
Act, or any other federal or state law; and



(B) Whether to recommend to the Executive Director approval, an alternative Reasonable
Accommodation, or denial.

(4) The request and recommendation, are then sent to the Executive Director or their designee, resulting in
one of the following steps:

(A) The Executive Director determines Board action is not necessary and approves the request;

(B) The Executive Director proposes an alternative Reasonable Accommodation to the Requestor;

(C) The Executive Director determines Board action is necessary and presents the request and any
proposed alternative Reasonable Accommodation at an ensuing Board meeting. The Executive Director can
choose to include a recommendation for or against the request;

(D) The Executive Director refers the request to the Department's Dispute Resolution Coordinator for an
Alternative Dispute Resolution procedure as outlined in 10 TAC 81.17; or

(E) The Executive Director denies the request. In the case of a denial, the Requestor can ask that their

request be placed on the agenda for the next available Board meeting.



81.1, Reasonable Accommodation Requests to the Department — Shown in Blackline from Current
Rule

TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY
AFFAIRS

CHAPTER 1 ADMINISTRATION

SUBCHAPTER A GENERAL POLICIES AND PROCEDURES

RULE 81.1 Reasonable Accommodation Requests_to the Department

(a) Purpose. The purpose of this section is to establish the procedures by which a Requestor may
ask that a Reasonable Accommodation is made by the Department. For rules governing the
handling of reasonable accommodation requests, and responsibilities of entities receiving funds
or_resources from the Department see Subchapter B, 81.204 of this Chapter. This rule is
statutorily authorized by Tex. Gov’t Code, 2306.066(e), which requires the Executive Director to
prepare a written plan to provide persons with disabilities an opportunity to participate in the
Department’s programs, and in accordance with the Fair Housing Act, and other federal and state
civil rights laws.

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

(1) Board--Texas Department of Housing and Community Affairs Governing Board.

(2) Division Manager or Director--Department staff member supervising the division_or area of
a division containing the program for which a Reasonable Accommodation is being requested.

(3) Disability--A physical or mental impairment that substantially limits one or more major life
activities; or having a record of such an impairment; or being regarded as having such an
impairment. Included in this meaning is the term handicap as defined in the Fair Housing Act or
as defined by other applicable federal or state law.

(4) Fair Housing Act--Fair Housing Act of 1968, also known as Title VIII of the Civil Rights
Act of 1968.

(5) Reasonable Accommodation--An accommodation and/or modification that is an alteration,
change, exception, or adjustment to a program, service, building, or dwelling unit, that will allow
a qualified person with a Disability to:

(A) Participate fully in a program;
(B) Take advantage of a service;
(C) Live in a dwelling; or

(D) Use and enjoy a dwelling.

(6) Requestor--Includes applicants, members of the public, clients of Department programs, and
program participants.

(7) Section 504--Section 504 of the Rehabilitation Act of 1973, as amended.

(c) Procedures.

(1) The Requestor of the Reasonable Accommodation shall submit a witten-request to the
Division Manager or Director. A request does not have to be in writing. A request can be made
in a face-to-face conversation with a Division Manager or Director or using any other method of




communication. A request is any communication in which an individual clearly asks or states
that they need the Department to provide or to change something because of a Disability.

(2) The request, whether oral or written, wiH must contain, at minimum:

(A) The Department program_or procedure for which an accommodation is being requested;

(B) Household information_to include name and address;

(C) Description of the Reasonable Accommodation being requested; and

(D) Reason the Reasonable Accommodation is necessary.

(E) In the case of oral requests, the Division Manager or Director will create a written
summary of the request.

(3) The Division Director will coordinate with the Fair Housing Manager and the supervising
Deputy Executive Director/Chief, if any, and may ask for additional information from the
Requestor. Staff should address Reasonable Accommodations requests promptly. If making
such a Reasonable Accommodation would involve incurring expense, staff should consult with
their Division Manager or Director to ensure that they remain within their approved budget or, if
additional measures beyond those within budget are required, that they are promptly considered
and a compliant decision made. Upon having the applicable information, the Division Director or
Manager and Fair Housing Manager will -te-determine:

(A) If the proposed Reasonable Accommodation is covered under §Section 504 and/or the Fair
Housing Act, or any other federal or state law; and

(B) Whether to recommend to the Executive Director they—willrecemmend—approval,
recommendation—of an alternative Reasonable Accommodation, or denial.—te—theExecutive
Sl

(4) The request and recommendation isare then sent to the Executive Director or their designee,
resulting in one of the following steps:

(A) The Executive Director determines Board action is not necessary and approves the
request;

(B) The Executive Director proposes an alternative Reasonable Accommodation to the
Requestor;

(C) The Executive Director determines Board action is necessary and presents the request and
any proposed alternative Reasonable Accommodation at an ensuing Board meeting. The
Executive Director can choose to include a recommendation for or against the request;

(D) The Executive Director refers the request to the Department's Dispute Resolution
Coordinator for an Alternative Dispute Resolution procedure as outlined in 10 TAC 81.17; or

(E) The Executive Director denies the request. In the case of a denial, Fthe Requestor can ask

that their request be placed on the agenda for the next available Board meeting.







BOARD ACTION REQUEST
EXECUTIVE DIVISION
MAY 24, 2018

Presentation, discussion, and possible action on an order proposing the repeal of 10 TAC §1.2, Department
Complaint System, and an order proposing new 10 TAC §1.2, Department Complaint System, and directing
their publication for public comment in the Texas Register.

RECOMMENDED ACTION

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

WHEREAS, pursuant to Tex. Gov't Code §2001.039, state agencies are required to review a
rule every four years to assess whether the reasons for initially adopting the rule continue to
exist;

WHEREAS, the Department recommends to the Board that there is a continuing need for
this rule to exist, which is to provide for compliance with Tex. Gov't Code §2306.066,
Information and Complaints, Tex. Gov't Code, Chapter 2105, Subchapter C, “Complaints,”
and 24 CFR 891.115(h), which requires as part of its Citizen Participation Plan that the
Department have a complaint policy, and all of which require that the Department have
information prepared that describes the function and procedures by which complaints are
filed and resolved, and that the state statutes provide how the information is made available
to the public, and this rule serves as that procedure and the means by which it is made
public;

WHEREAS, this rule was last acted upon in April 2014, and is in need of updating to:
bring the rule into greater conformity with the statutes and regulation, clarify procedural
steps and add staff roles and systems now used in the handling of complaints, provide for
the provision of complaint-related documents to the person making the complaint, and
provide the statutory and regulatory authorities and purposes of the rule; and

WHEREAS, such proposed rulemaking will be published in the Texas Register for public
comment;

NOW, therefore, it is hereby

RESOLVED, that the proposed repeal of 10 TAC 81.2, Department Complaint System,
and proposed new 10 TAC 81.2, Department Complaint System, are approved for
publication in the Texas Register for public comment;

FURTHER 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 repeal of 10 TAC 81.2, Department Complaint System, and proposed
new 10 TAC §1.2, Department Complaint System, in the form presented to this meeting, to
be published in the Texas Register and in connection therewith, make such non-substantive
technical corrections as they may deem necessary to effectuate the foregoing, including the
preparation of the subchapter specific preambles; and

FURTHER RESOLVED, that if the Department receives no substantive comment on the
proposed repeal and proposed adoption of this rule that the Department will repeal 10 TAC
§1.2, Department Complaint System, and adopt new 10 TAC 81.2, Department Complaint
System without returning to the Board for further approval.




BACKGROUND

Rule Review Overview

Tex. Gov't Code 82001.039 requires that state agencies review a rule every four years to assess whether the
reasons for initially adopting the rule continue to exist; based on the assessment the rule can then be
readopted as is, readopted with amendments, or repealed. Even rules that have been amended within the last
four years require this review if the amendment did not specifically state that it included this review step.
Several of the Department’s rules exceed this four year review period and a project has been initiated to
evaluate all rules and bring them into compliance with these timelines. One of the results of such a review is
that the rule is determined to be necessary but that there are significant enough revisions to warrant repeal
and proposal of a new rule in its place. This type of action also is an acceptable response to the four year
review requirement and “resets the clock” on that review period.

This rule review initiative also includes a management-wide evaluation of whether a rule is:

e  Statutorily required, and if not, evaluating its necessity;

e Setting policy beyond those established in state or federal authorizing statute or regulation, and if so,
affirming the purpose and need for that policy; and

¢ In harmony with the direction and policy of the Executive Director and the Board.

Upon approval in draft form by the Board, rules under review will be released for public comment in the
Texas Register and if comment is received, returned to the Board for final direction and adoption.

10 TAC §1.2, Department Complaint System

Authority:  The authority for this rule is provided by Tex. Gov't Code §2306.066, Information and
Complaints, Tex. Gov't Code, Chapter 2105, Subchapter C, “Complaints,” and 24 CFR 891.115(h), which
requires as part of its Citizen Participation Plan that the Department have a complaint policy. Both the federal
regulation and the state statutes require that the Department have information prepared that describes the
function and procedures by which complaints are filed and resolved, and the state statutes require that the
information is made available to the public (unless another procedure is required by Federal law. such as the
Violence Against Woman Act). This rule serves as that procedure and the means by which it is made public.
The rule provides clear guidance for how complaints will be handled, what information will be retained, how
a person is kept updated, and when the compliant process does not apply.

Department Policy: While 24 CFR §91.115(h), Tex. Gov't Code, Chapter 2105, Subchapter C and Tex. Gov't
Code §2306.066 do require that the Department describe the function and procedures by which complaints
are handled, the statute and regulations do not entirely specify what those procedures must be. Therefore, this
rule does set Department policy, not specifically provided for in state statute or federal statute or regulation,
for how complaints will be handled.

Consistency with Executive Direction and Proposed Changes: Staff recommends that this rule be retained but done so
through repeal and proposal of a new rule. This action allows the Department to continue to ensure
compliance with Tex. Gov't Code §2306.066, Information and Complaints Tex. Gov’t Code, Chapter 2105,
Subchapter C, “Complaints,” and 24 CFR §91.115(h), as applicable and provides a transparent process for
persons that may want to make a complaint. The new proposed rule reflects changes that include: bringing
the rule into greater conformity with the statute, clarifying procedural steps and adding staff roles and systems
now used in the handling of complaints, providing for the provision of complaint-related documents to the
person making the complaint, and providing the statutory authority and purpose of the rule.

Behind the proposed preamble for the proposed new action a draft of the rule is shown in its clean new form.
However, to assist reviewers with understanding what has changed from the current version of the rule, a
blacklined version is also provided.



Attachment 1: Preamble for proposed repeal of 10 TAC §1.2, Department Complaint System

The Texas Department of Housing and Community Affairs (the "Department") proposes the repeal of 10
TAC §1.2, Department Complaint System. The purpose of the proposed repeal is to eliminate an outdated
rule while adopting a new updated rule under separate action.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the first five
years the repealed section is in effect, enforcing or administering the repealed section does not have any
foreseeable implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWTH IMPACT STATEMENT. Mr. Irvine also has determined that, for the first
five years the repeal would be in effect:

1. The proposed repeal will not create or eliminate a government program;

2. The proposed repeal will not require a change in the number of employees of the Department;

3. The proposed repeal will not require additional future legislative appropriations;

4. The proposed repeal will result in neither an increase nor a decrease in fees paid to the Department;
5. The proposed repeal will not create a new regulation;

6. The proposed action will repeal an existing regulation, however that regulation is being simultaneously
recommended for a new rule;

7. The proposed repeal will not increase nor decrease the number of individuals subject to the rule’s
applicability; and

8. The proposed repeal will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first five years
the repeal is in effect, the public benefit anticipated as a result of the repealed section will be an updated and
more clear regulation. There will not be any economic cost to any individuals required to comply with the
repealed section because additional requirements are not added through this repeal.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The
Department has determined that there will be no economic effect on small or micro-businesses or rural
communities.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held June 11, 2018, to July 11,
2018, to receive input on the repealed section. Written comments may be submitted to the Texas Department
of Housing and Community Affairs, Attn: Brooke Boston, Rule Comments, P.O. Box 13941, Austin, Texas
78711-3941, by fax to (512) 475-0220, or email brooke.boston@tdhca.state.tx.us. ALL COMMENTS MUST
BE RECEIVED BY 5:00 P.M. Austin local time JULY 11, 2018.

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.

81.2, Department Complaint System



Attachment 2: Preamble for proposed new of 10 TAC §1.2, Department Complaint System

The Texas Department of Housing and Community Affairs (the *“Department”) proposes new 8§1.2,
Department Complaint System. The purpose of the proposed new section is to make changes that include:
bringing the rule into greater conformity with the statute, clarifying procedural steps and adding staff roles
and systems now used in the handling of complaints, providing for the provision of complaint-related
documents to the person making the complaint, and providing the statutory authority and purpose of the
rule.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the first five
years the new section is in effect, enforcing or administering the new section does not have any foreseeable
implications related to costs or revenues of the state or local governments.

GOVERNMENT GROWH IMPACT STATEMENT. Mr. Irvine also has determined that, for the first five
years a rule would be in effect:

1. The proposed rule does not create or eliminate a government program;

2. The proposed rule will not require a change in the number of employees of the Department;

3. The proposed rule will not require additional future legislative appropriations;

4. The proposed rule will result in neither an increase nor a decrease in fees paid to the Department;

5. The proposed rule will not create a new regulation, except that it is replacing a rule being repealed
simultaneously to provide for revisions;

6. The proposed rule will not expand an existing regulation;
7. The proposed rule will not increase the number of individuals subject to the rule’s applicability; and
8. The proposed rule will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first five years
the new section is in effect, the public benefit anticipated as a result of the new section will be a more
accurate reflection of the process and improved clarity. There will not be any economic cost to any
individuals required to comply with the new section, because the processes described by the rule have already
been in place through the rule found at this section being repealed.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The
Department has determined that there will be no economic effect on small or micro-businesses or rural
communities.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held June 11, 2018, to July 11,
2018, to receive input on the new section. Written comments may be submitted to the Texas Department of
Housing and Community Affairs, Attn: Brooke Boston, Rule Comments, P.O. Box 13941, Austin, Texas
8711-3941, by fax to (512) 475-0220, or email brooke.boston@tdhca.state.tx.us. ALL COMMENTS MUST
BE RECEIVED BY 5:00 P.M. Austin local time JULY 11, 2018.

STATUTORY AUTHORITY. The new sections are proposed pursuant to Texas Government 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.

§1.2, Department Complaint System to the Department

(a) Purpose. The purpose of this section is to establish the procedures by which complaints are filed with the
Department and how the Department handles those complaints under Department jurisdiction in compliance
with Tex.Gov't Code 8§2306.066, TEX. GOV'T CODE, Chapter 2105, Subchapter C, and 24 CFR
§91.115(h), as applicable.



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

(1) Complaint--A complaint submitted to the Department in writing (via mailed letter, fax, email, or
submitted online through the Department website) from a person that believes the Department has the
authority to resolve the issue. This excludes consumer complaints relating to manufactured housing.

(2) Complaint Coordinator--Department employee designated by the Executive Director or his designee to
monitor the Public Complaint System and coordinate activities related to complaints.

(3) Complaint Liaison--the Department employee(s) designated by each division to handle each division's
complaint-related issues.

(4) Department--The Texas Department of Housing and Community Affairs.

(5) Person--Any individual, other than an employee of the Department, and any partnership, corporation,
association, governmental subdivision, or public or private organization of any character.

(6) Public Complaint System--Department-created system used to track and process complaints received by

the Department.
(c) Procedures. A person who has a Complaint may submit such Complaint to the Department for
submission to a Complaint Coordinator. If an accommodation because of a disability is needed in relation to
a Complaint, the Person interested in filing the Complaint should refer to 10 TAC §1.1, Reasonable
Accommodation Requests; if assistance is needed for non-English speaking persons, the Person interested in
fiing the Complaint should access the Department’s Language Assistance  webpage
(https://www.tdhca.state.tx.us/lap.htm).

(1) A Complaint Coordinator shall enter the complaint in the Public Complaint System, review and process
the complaint, and forward the complaint to the appropriate Complaint Liaison.

(2) A Complaint Liaison shall investigate and resolve or close the Complaint. A Complaint Liaison shall
enter summaries of contact with the complainant and actions leading to complaint resolution in the Public
Complaint System.

(3) The Complaint Coordinator will submit periodic summary reports or analysis to the Executive Director or
designee.

(4) The Department shall provide to the Person filing the Complaint, and to each Person who is a subject of
the Complaint, a copy of this rule, which serves as the Department's policy and procedures relating to
complaint investigation and resolution.

(5) The Department shall either notify the complainant of the resolution of the Complaint within 15
business days after the date the Complaint was received by the Department, or notify the complainant, within
such period, of the date the complainant can expect a response to the Complaint.

(6) The Department shall notify the complainant of the status of the 