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INTRODUCTION

INTRODUCTION

The Texas Department of Housing and Community Affairs (TDHCA), Office of Rural Community Affairs
(ORCA) and Department of State Health Services (DSHS) have completed the 2006 State of Texas
Consolidated Plan One-Year Action Plan (“the Plan”) in accordance with 24 CFR §91.320. When the
combined actions of TDHCA, ORCA, and DSHS are referenced in the Plan, the description “Departments”
is used.

The Plan reports on the intended use of funds received by the State of Texas from the US Department of
Housing and Urban Development (HUD) for Program Year (PY) 2006. The Program Year begins on
February 1, 2006 and ends on January 31, 2007. The performance report on PY 2005 funds will be
available in May of 2006. The Plan covers the Departments’ administration of the Community
Development Block Grant Program (CDBG), Emergency Shelter Grants Program (ESG), and the HOME
Investment Partnerships Program (HOME), and the Housing Opportunities for Persons with AIDS Program
(HOPWA).

The Plan illustrates the Departments’ strategies in addressing the priority needs and specific goals and
objectives identified in the 2005-2009 State of Texas Consolidated Plan. The plan consists of the
following sections:

e Introduction. Provides an outline of the One-Year Action Plan.

e Form Applications and Certifications. Contains Standard Form 424, the application for federal
resources, as well as HUD required certifications.

e Action Plans. Program-specific plans for CDBG, HOME, ESG, and HOPWA illustrating funding
guidelines and fund allocations as required under 24 CFR §91.320 (g).

e Other Activities. A description of TDHCA'’s plan to undertake other activities that fulfill requirement
of 8§91.320 (f).

e Summary of Public Comment. Describes the citizen participation process. Also includes a
summary of public comment and Departmental responses. Transcripts of public hearings and
complete copies of submitted comments are also available in the TDHCA Housing Center Library,
which is open to the public 8 a.m. to 5 p.m., Monday through Friday. Please contact the Library
directly at (512) 475-3975 for more information.
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ACTION PLAN REQUIREMENTS

§91.320 ACTION PLAN

The action plan must include the following:

(a) Form application. Standard Form 424;

(b) Resources.

(1) Federal resources. The consolidated plan must describe the Federal resources expected to be
available to address the priority needs and specific objectives identified in the strategic plan, in
accordance with 8 91.315. These resources include grant funds and program income.

(2) Other resources. The consolidated plan must indicate resources from private and non Federal
public sources that are reasonably expected to be made available to address the needs identified in
the plan. The plan must explain how Federal funds will leverage those additional resources, including
a description of how matching requirements of the HUD programs will be satisfied. Where the State
deems it appropriate, it may indicate publicly owned land or property located within the State that
may be used to carry out the purposes stated in 8§ 91.1;

(c) Activities. A description of the State's method for distributing funds to local governments and nonprofit

organizations to carry out activities, or the activities to be undertaken by the State, using funds that are

expected to be received under formula allocations (and related program income) and other HUD
assistance during the program year and how the proposed distribution of funds will address the priority
needs and specific objectives described in the consolidated plan;

(d) Geographic distribution. A description of the geographic areas of the State (including areas of minority

concentration) in which it will direct assistance during the ensuing program year, giving the rationale for

the priorities for allocating investment geographically;

(e) Homeless and other special needs activities. Activities it plans to undertake during the next year to

address emergency shelter and transitional housing needs of homeless individuals and families

(including subpopulations), to prevent low-income individuals and families with children (especially those

with incomes below 30% of median) from becoming homeless, to help homeless persons make the

transition to permanent housing and independent living, and to address the special needs of persons

who are not homeless identified in accordance with § 91.315(d);

() Other actions. Actions it plans to take during the next year to address obstacles to meeting

underserved needs, foster and maintain affordable housing (including the coordination of Low-Income

Housing Tax Credits with the development of affordable housing), remove barriers to affordable housing,

evaluate and reduce lead-based paint hazards, reduce the number of poverty level families, develop

institutional structure, and enhance coordination between public and private housing and social service
agencies and foster public housing resident initiatives. (See 891.315 (a), (b), (f), (9), (h), (i), (j), (k), and

(.)

(9) Program-specific requirements. In addition, the plan must include the following specific information:
(1) CDBG. The method of distribution shall contain a description of all criteria used to select
applications from local governments for funding, including the relative importance of the criteria--if
the relative importance has been developed. The action plan must include a description of how all
CDBG resources will be allocated among all funding categories and the threshold factors and grant
size limits that are to be applied. If the State intends to aid nonentitlement units of general local
government in applying for guaranteed loan funds under 24 CFR part 570, subpart M, it must
describe available guarantee amounts and how applications will be selected for assistance. If a State
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INTRODUCTION

elects to allow units of general local government to carry out community revitalization strategies, the
method of distribution shall reflect the State's process and criteria for approving local governments'
revitalization strategies. (The statement of the method of distribution must provide sufficient
information so that units of general local government will be able to understand and comment on it
and be able to prepare responsive applications.)
(2) HOME.
i. The State shall describe other forms of investment that are not described in Sec. 92.205(b)
of this subtitle.
ii. If the State intends to use HOME funds for homebuyers, it must state the guidelines for
resale or recapture, as required in Sec. 92.254 of this subtitle.
iii. If the State intends to use HOME funds to refinance existing debt secured by multifamily
housing that is being rehabilitated with HOME funds, it must state its refinancing guidelines
required under 24 CFR 92.206(b). The guidelines shall describe the conditions under which the
State will refinance existing debt. At minimum, the guidelines must:
A. Demonstrate that rehabilitation is the primary eligible activity and ensure that this
requirement is met by establishing a minimum level of rehabilitation per unit or a required
ratio between rehabilitation and refinancing.
B. Require a review of management practices to demonstrate that disinvestment in the
property has not occurred; that the long term needs of the project can be met; and that the
feasibility of serving the targeted population over an extended affordability period can be
demonstrated.
C. State whether the new investment is being made to maintain current affordable units,
create additional affordable units or both.
D. Specify the required period of affordability, whether it is the minimum 15 years or longer.
E. Specify whether the investment of HOME funds may be jurisdiction-wide or limited to a
specific geographic area, such as a neighborhood identified in a neighborhood revitalization
strategy under 24 CFR Sec. 91.215(e)(2) or a Federally designated Empowerment Zone or
Enterprise Community.
F. State HOME funds cannot be used to refinance multifamily loans made or insured by any
Federal program, including CDBG.
(3) ESG. The State shall state the process for awarding grants to State recipients and a description of
how the State intends to make its allocation available to units of local government and nonprofit
organizations.
(4) HOPWA. The State shall state the method of selecting project sponsors.

2006 State of Texas Consolidated Plan One-Year Action Plan
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424 FORMS AND CERTIFICATIONS

STANDARD FORM 424 AND STATE CERTIFICATIONS
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424 FORMS AND CERTIFICATIONS

CERTIFICATIONS

In accordance with the applicable statutes and the regulations governing the consolidated plan
regulations, the jurisdiction certifies that:

Affirmatively Further Fair Housing — The jurisdiction will affirmatively further fair housing, which
means it will conduet an analysis of impediments to fair housing choice within the jurisdiction, take
appropriate actions to overcome the effects of any impediments identified through that analysis, and
maintain records reflecting that analysis and actions in this regard.

Anti-displacement and Relocation Plan -- It will comply with the acquisition and relocation
requirements of the Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970,
as amended, and implementing regulations at 49 CFR 24; and it has in effect and is following a residential
antidisplacement and relocation assistance plan required under section 104(d) of the Housing and
Community Development Act of 1974, as amended, in connection with any activity assisted with funding
under the CDBG or HOME programs.

Drug Free Workplace -- It will or will continue to provide a drug-free workplace by:
1. Publishing a statement notifying employees that the unlawful manufacture, distribution,

dispensing, possession, or use of a controlled substance is prohibited in the grantee's workplace
and specifying the actions that will be taken against employees for violation of such prohibition;

2. Establishing an ongoing drug-free awareness program to inform employees about -
(2) The dangers of drug abuse in the workplace;
(b) The grantee's policy of maintaining a diug-free workplace;
(c) Any available drug counseling, rehabilitation, and employee assistance programs; and
(d) The penalties that may be imposed upon employees for drug abuse violations occurring
in the workplace;
3. Making it a requirement that each employee to be engaged in the performance of the grant be
given a copy of the statement required by paragraph 1;
4. Notifying the employee in the statement required by paragraph 1 that, as a condition of
employment under the grant, the employee will -
(a) Abide by the terms of the statement; and
(b) Notify the employer in writing of his or her conviction for a violation of a criminal drug
statute occurring in the workplace no later than five calendar days after such conviction;
5. Notifying the agency in writing, within ten calendar days after receiving notice under

subparagraph 4(b) from an employee or otherwise receiving actual notice of such conviction.
Employers of convicted employees must provide notice, including position title, to every grant
officer or other designee on whose grant activity the convicted employee was working, unless the
Federal agency has designated a central point for the receipt of such notices. Notice shall include
the identification number(s) of each affected grant; ‘

2006 State of Texas Consolidated Plan One-Year Action Plan
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424 FORMS AND CERTIFICATIONS

&, Taking ane af e fallowing actioas, within 30 calenidar days of receiving notes ander
suhparngraph 4(b), with respect 1o any employes who is so convicled -

il Taking appropriabs personoel aclion agrinst such an emploves, up te and inchsding
terminaticn, corsistent with the requirements af the Rehahilitation Act of 1973, a3
mmendad; or

(b}  Reguirtng such emploves 1o participale swiglhctarily in o drap abase pesisence or
rebwhilitation program approved for such purposes by o Federal, Stete, or local health,
Imw enforcement, or ather appropoiate apency;

7. Mnking 2 good faith effoet 1o conticoe 10 maintam a Erog-fese workplace tmaugh
implemenmtion of paragraphs 1, 2, 3, 4, 5 and &.

Anti-Labbying = To the best of the jurisdicisan’s knowledge and bellef

1 Mo Fadera] approprines] funds hirye been paid ar will be paid, by or an behalfaf it, & any persan
fir infloencing o atiempling o inffoence an offices or coaployee of any ogeney, n Member of
Congress, an officer or employes of Congress, ar an emplayee of 2 Member of Congress in
connection with the awarding of asy Federnl contract, the moking af any Fedem] grant, the
isaklng of any Federal loan, (he entering mio of apy cooperative agresment, and the extension,
cantiruntian, renswal, amendment, or modiation of any Federal eoaimel, grant, loan, or
cocperafive agreement;

2 [fany fands other then Fedecal approprgted funds hove besn pald or will be peid to sy person
for inflw=ncing or oblempting 1o influence &n alfseer aF emploves of any apency, & Member of
Congress, on officer or employes of Cangress, or 2n employee of o Member of Congress in
eannsetion witl this Fedeml contmct, gmnt, lozn, or coppemtive ngreement, it will complete and
aubmit Standard Form-LLL, “Disclosure Foen to Bepoe Lobbying,” in accordance with its
irstmoctioms; and

i [t il require that ke Inngnage of peragraph | and 2 of this anzi-lobbying ceriification be
imTudied i o wwsrd deeuiments for ol subswerds at all tiers (inehiding subcontracts, subgrants,
and contmets under grants, loans, and cooperative agreeinenis) &nd that all subseciplents ghnkl
cetify and disclose accondingly.

Authority of Jurisdiclion — The canselidated plan 2 sothorized under Scaie and loeal law (as
applicable] and the jurisdiction passesses the lepal authonty o Gy ot the programs for which it is
pecking funding, in accondance with applicable HUT regulations.

Canmsistency with plan = The hoosing activities o be usderaker with COBG, HOME, ESG, and
HOPW A finds ane consistent with the stmtegic plan.

Section 3 = It will cemnply with section 3 af s Housing and Urban Developmsm Act of 1968, and
i ing regulaticas at 24 CFR Part 135

a-l- A4 J.:@ﬁl" LS F T

Sigute/ Authorived Cfficial]

Edwins P. Carington, Execulve Direcior
Mamae, Tite
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424 FORMS AND CERTIFICATIONS

SpeciFic CDBG CERTIFICATIONS

The Siaibe cerilias thad:

Citlzan Partlcipation—t s in full compliance and following & detailed citizen participation plan that
satisfies the reguirarments of 24 CFR §31.115 and each unil of general local govermment that recaives
asslstence for the State is or will be following @ detadled citizen participation plan that satisfies the
requirements of 24 CFR §570.4584.

Consultation with Local Gowarnmants—it has and or will comply with the lollowing:

1. It has cansultad with affactad wnits of local gowernmant in the monamtiiement area of the Stats In
determining the method of distribution of funding:

2 It engages in or will engage in planning for commuonity development activities:

3. It prowides or Wil provica techaical agsistance 0 units of lncad govammant In connactian with comemsunity
development grograms; and

4. Hwil nat refuse to distribute funds to amy unit of general iecal governmient on the basis of the particular
aligibda activity salactad by the unit of genaral local govarmrmiant t0 meed it cormmunity dovelspmeant needs,
encept thal & Stale & nod prevenied from establishing priorites in distributing fundng on the basis of the
activity selected,

Local Needs kdantification—t will reguine each unit of ganeral lecal government to be funded to identify
Its commaunity development and housing needs, Including the needs of lowdncome and moderate-
incoma families, and the activities to be undertaken to meat thesa neads,

Community Development—its consolidated housing and community development plan identifies
community development and housing needs and specifies bath short-ferm and long-term community
daveloprment ohjectives that have baen developed in accordance with the primary objectives of Tile | of
tha Housing and Communily Development Act of 1974, as amended. Sae 24 CFR 670.2 and 24 CFR

part 570}
Use of Funds—it has compliad with the following criteria:

L Maximum Fapgsible Priorily, With respact to aclivities expected o be assisted with CODBG fuends, il
cartifles that It has developed 15 Action Plan so &3 1o give maximum feasibe prionity 1o sctivities Ehat
benafit low and modarate incoma famllles or aéd In the prevention or elimination of slurms or blight. The
fction Plan may alse Inchede activities that the grantes cartifies mre designad o meet other comminity
devalopmant needs having a parteeular wrgency bacause existing conditions pose 8 sedfous and
immadiate threat to the healsh or walfare of the commundty, and other finencial resourcas are not
availabls:

2, Overali Benefit, The aggregate use of COBG funds including Section 108 guarantead loans during
program yaars (Pys) 2005, 2006, 2007, 2008, and 2000 (a perlod specifled by the grantes consisting of
one, two, or three specific consecullve program years), shall principally benefllt persons of low Bnd
maderata income in a manner that ansures that 8 least 70% of the amount is expended for activitias
that benafit such pemsans during ihe designated period:

3. Spacial Assassiments, The state will require units of general leeal overnment thal recaive COBG
funds to cartity o the following:

2006 State of Texas Consolidated Plan One-Year Action Plan
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424 FORMS AND CERTIFICATIONS

It will net aftampl o fecowver ony capitad cosis of public improvements assisted with CGBG funds
Including Seciion 108 loan guaranteed funds by assessing any amount against properties owmed and
oocupied by persons of low and moderate income, including any fee changsd or nasessmant mads 85 &
pandiion of obtaining sccess to such public improvements.

However, if COBG funds are used 1o poy the propertion of & Tes or assassmans that redated to the capital
eoiks of publcs Improvemenls (issisiod in paat with COEG fumds] finamced from ofher revEnLE souFces,
AN aespEsmEnt o charge may be made against tha proporty with respect to the public Improvements
fNimancad by & sourcs othes tham COBG hands

i will pot aifempt to recover any capital costs of public improvements assisted with CDBG fumsds,
incuding Sectlon 108, unkess COBG finds me used to pay e propoflion of fes of assessmant
aitrdhutables to the copital costs of public Improvernanis finaniel hitem il fevanue sources, in this
come, on osssssmenl of chorfe may Be mode againsl the pogerly with respect W the public
improvements inomced by 8 source otbér than COBG funds. Also, in the case of propaies owned and
cccupled by modersieincome [nol lbwincome] famlilies, an assessment or charge may be made
Bgnlnst (hs propary ed publie improvaiments financad by o sowce olher than CDEG funds IF the
Juisdictien carlifias (hat it cke COBG fumds O covar ha AEEESMRNT,

Expessive Force—It will require anits of general local government thal receive COEBG Tunds 1o cerlify thai
they hove adopted and are enloncing:

1 A poloy probiEing the use of excessive Toroe by aw enforoement agenches within is jursdiction agains
any individunls sngaged in non-volang civil rights demonstatiers; and

2. & policy of enforsing applizable State and local lws agains physically barring entranos 1o our et form o
fociity or localion which & fhe subjest of such nenvlolenl evl Hghte demonstiadions within s
ur] st b

Compilance 'With Antldiscrimination ws=The grant will be conducted and adménistered in conformity
with title ¥ of the Civil Fights Act of 1964 [42 USC 20004}, the Fair Mousing Act (42 USC 3601-3619),
and implermenting regulations.

Compliancs with Laws— | will camply with applcablo lass.

CLL IS .

Signahwe/ Authorized OMicad Diale

1200 4l Cangress Ave._Ste. 220

Addrss

Fushia TH TFB701
Caty/Seate,/ Tip

S12- 930 2704
Talephond Mienbas
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STATE GRANTEE

EMERGENCY SHELTER GRANTS PROGRAM

FY 2006 CERTIFICATIONS

I, Bdwina P, Camington, Executive Direcior, authorized 1o nct on behalf of fhe staie of Texos,
certify ifhai the state will ensire complimnce by umils of gemeral bocal government and nonpmofit
prganizations 1o which It distributes fands under the Emergency Shelter Grante Progmm with;

(1}

2

£
4

(5

1)

(7

(%)

The requrements of 24 CFR 5T6250)2) conceming the submisson by nonpoofil

aepandzations applyiag for funding of a certification of approval of the proposed peoject(s)
firom the unit of boeal govermment in which the proposed project is Incated,

The reguirements of 24 OFR 570.53 concermdng the continued use of buildings for which
Emergency Shelter Grant funds are geed for rehabilitnten or conversion of buildings for
use= a% emergency shelters for the homeless; or when funds are used salely for operating
casts or easeninal services, concendng the populatzon 1o be served.

The huilding standards reguiremens of 24 CFE 576,55,

The requirsmenis of 24 CFR 3765, conceming mssurances on services and other
assistance to fhe homeless.

The requirements of 24 CFR 576,57, other appropoiate provisions of 24 CFR Part 576, and
ather applicable Federal law comcemimg nondscrimmation and eque] opportumity.

The requirements of 24 CFR 5746.38(k) concerning the Liniform Relocation Assistance and
Renl Propsty Acguisition Policies Act of 1970,

The requirements of 24 CFR 376.5% concerning minimizing the displncement of persons as
a resuli of a prioject asisted with (hese funds.

The requirements of 24 CER F76.36(0) apd 376.65(0) that gramtess develop and
implement procedares to ensure (he confidentiality of records periaining 1o any
msdividusl] provided fantily wviclesee prevention or trestement services under any project
assisied under the Emergency Shelter Gramts Program and that the ndidress or location of
any family violence shelter project assisted with ESC funds will not be made puhbic,
excopt with woilten authorzaizon of the person of parsois responsible for the operation
of the shelter.

2006 State of Texas Consolidated Plan One-Year Action Plan
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=

{10}

(11}

(123

(13}

(14

(1

The reguimsnent of (et recipeents invalve, to the madimum extent practicable, homebsss
imdividuals and familics in constracting, rencyvating, mintnicing, and operating facilities
mssisted under the ESG program, and in providing services for ocoupants of these facilities
s pravided by 24 CFR 576.56(0)(2).

The requirements of 24 CFR 376.20{a)}(4) which provide that the finding of homeless
prevention activities for fomilies thal have received evicton mabices or notices of
termdmation of uiility services meet the following standards: (A) thet the inability of the
farnily to make the requirsd payments must e the result of 0 sudden reduction in incame;
(B} thet the assistance must be pecessary o avosd eviction of (ke family oo termination of
the services fo the family; (C) that there must be s reasonable prospect that the family will
be able to reswmes payments within a reasomakile pericd of time; and (T3] that the nssistance
mast mat supplant funding far presxistng homeless previmbon activities from any otter
Sovaros.

The new rnqu.i'rmt of the McKmmey-Vento Act, 42 LSBT 11301, to develop and
mophement, 16 ihe maximim extent practshle amd where sppropriate, palicies and
protocods for the discharge of persons from publicly funded institntons ar systems of cane
(such a5 health care focilities, foster care or other youth focilities, or comection programs
and inslitaions) i ooober o prevent such dissharpe from immediately resulting in
hiomelessness for such persons, | further undersiand that state and bocal govemments are
primarily responséhle for the cane of these mdividoals, snd that ESG furls &ré ok 10 be
used 1o assis soch perdons in place of stste and |ocsl resources,

The Dmoag Fres Woriplace requirements of 24 OFR Part 34 conmceming the Drug Free
Workplace Act of 1988 :

The state will comply with the provisions of, and regulstions ond procedimes applicible
under 24 CER 576.57(e) with respost 1o the eovinmmental review responsildlites ander
the Mational Environmeninl Policy Act of 1969 and relaied awthorities as specified in 24
CFR Part 58 ns qrp]'il:n'bﬂz o actvities of noopmit arganizatons fimded darecily by the
slube Thie state alin agrees o assume tha Depariment's responsthility snd autharicy as set
forly in 34 OFR 576.5%e) for notng on the environmental certifications and reguests for
the relense of finds submitted to the stoic by local govermment recipienis.

The state’s requirement to provide matching funds required by 34 CFR 37651 and £2 05C
113735, including a description of the souces and amounts of such supplements] fonds, a3
provided by fha State, undts of general local povermment or ponprofit cegenkzations,

HUD"s standnrds for participation in o local Homeless Monagement Information Sysiem
(HMIE) and the eallecton and reporiing of client-leval information,

2006 State of Texas Consolidated Plan One-Year Action Plan
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I furlher certify that the suhmission of & complete and approved Consolidated Plam with fis relevant
et featioms, which is meted as the applicatian for an Emergency Shefter Grant, is suthooized under stase
lasw, amd that the elate poasesses legal autbority wo fond the surymg ot af grant activities by umits af
geneml lacal government and nonprofit organizations in accordance with applicable lows ad regulstions
of the Demartment of Housing and Urhan Development,

By m‘zﬁéﬁ_}
Sigmature and Diie VM #"1"‘

Typed Mama of Signatary

Exscutyve [h Texns ent of Houmng and Commmunity A fnims
Teile
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Speeilic HOME Certifications

The HOME participating jurisdicthon cenifies thar:

Tennnt Based Rental Assistnmes = IF 1he perticipating jurisdiction ingends i provide tenani-based renial
EEsEInnCe:

The us= of HOME fusds for renani-based reatnl assisene: @ an cssealil element of e
panticipsting jerisdiction's cansalldmed plen for expasding the supply, affordabidlisy, amd
aviilobility of decent, sii, sanilary, and afordable hoasing,

Eligitle Activities ond Costs = it is msicg and will use HOME fonds for 2ligible activities and costs, ag
desoribed in 3 CFR § 92,35 chrough 92209 and thet it is nos using and will poi wse HOME funsds for
prohibited activities, = deseribed in § 52214,

Approprinic Financial Assistanee — before commitiing acy funds 1o 2 graject, it will evaluate the
projest s sceordaecs with il guidelines that il adepis Gar ks parpose and will mat myvest zny more
HOME fimids th cembinntion with ather Federl assasiance than is necessary to provide afordshle
[T

Sapnatured A uthonzed Cfficial

Edwing P. Carringon, Exszuiive Dimesor
Mame, Title

2006 State of Texas Consolidated Plan One-Year Action Plan
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HOFWA Certifientions

The HOPW A grantes certifies that:

Activithes — Activites fanded under the program will mest urgent nesds that are nod being met by
available public and private sources.

Building — Any bullding or structure assisied under that program shall e opernted for the purposs

. specified in the plan:
l. For a4 beast 10 years in the case of assisinnce mvolving new comstruction, suhstaniia)
rehahilitation, or acquisition of a facality,
L For af beast 3 years in the case of assistance involving non-substantial rehahilitstion or repair of 8

building or struciure

2006 State of Texas Consolidated Plan One-Year Action Plan
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APPFENDIX TO CERTIFICATIONS

[METRUCTIONS CONCERNING LOBEYTNO AND DRUG-FREE WORKPLACE REQUIREMENTS:

A

Lobibuine Canificas

This certification i3 o material representation of fact upon which reliancs was placed
whven this transaction wes mode ar eriered e, Submsizsion of this certification & a

prerequisite for making or entering into this ranmction imposed by section 1332, e 31,

L&, Code. Any person who feils o flle the requined ceriification shall be suhject oo
wivil peralty of not less than S10000 and mat mare chan 5100000 for =ach such feilure.

DoeFoee Worknlace Conificats

LE By signing and'or submilting this applicaticn or gmng agreement, the
graniee is providing the ceetifleation

i, The certifieation is a material representation of fect wpon which reliance i placed
when the agency owards the grant. £l is Inter determined that the grantec
knpwingly resdered a false certifleation, o ollerwise violsies the requirements
of e Drug-Frea Workplsce Act, HUD, in sddition to ony other remedies
mvnilakle to the Federa] Governmeent, may take action authar zed usder the Dirig-
Free Workplace Act.

: ! Workpleoes ander prasds, for grantees other than individuls, need not be
igenfified oa the cerfificotion, [f kisawn, they may be identified m e
grant apalzenisan. If the grentes does mot identify the workplaces ot the
time of application, or upan awserd, if there & 6o applicaticn, the graniee
mést keep the identity of the workplace(s) an file in its office nnd make
the information avnilsble for Fedeml inspecibon. Follore o ideniify all
Encwn workplaces constitutes o violation of the gmoiee's dmg-free
warkploce requiremenis.

4, Warkplace identifications must include the actasl addresa of bulldings
{or puris n['huildhgu:l ie alber sitex where work under the grang mkes
place, Cateporical descriptions may be used (e.g., all wehicles of o moss
transil authoety or Stale highway deparimend while in cperation, Shiz
employess in each |oml snemployment office, performers in cancert
halls or radio siatioos).

- If the waorkploce identified o e speney chanpes during the perfarmsance
of the grant, the grantee shall inform the apercy of the change{s), ifit
previoosly |dentifled tw workplsces in quesiban (see pamgranh thnes).

. Thez prunice muy [nsart in the space provided below the sileds) for the
perfoomnnce of work done in connectiom with the specific grant
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Place of Perfocmance (Street nddress, ciby, county, stake, Zip cade)

(ESG & HOME) Texas Depariment of Housing and Community Affairs,
Headguariers Building and Fiald Offices
221 East 11ih Street, Austin, TX 78701

(CDBG) Office of Rural Community Affairg,
Headquarters Building and Field Offices
1700 N, Congress, Sulle Z20, Austin, TX 7701

[HOPWA) Depariment of State Health Services
HIV/STD Comprehensive Services Branch, Austin, TX
1100 W. 43th St., Austin, TX, 78756

Check __ if there are workplaces on file that are not identified here.
The certification with regard 1o ihe drug-fres workplacs is required by 24 CFR pan 21.

T Defnitions of terms i the Nonprocurement Suspension and Debarmend
common nube &nd Diug-Fres Wisskplace camman mle apply o this
certilicatsan. Gmatees' aliention i called, in paricular, to the fallowing
definifions tram these nules:

“Conirallzd subsmpes™ means o cosirolled subsinnes in Schadules I
I}nugh W of the Contralled Sohstonces Act (21 TLS.C, B12) nnd as
Further defined by regniatian (21 CFR 130811 through 1308, 15):

*Comvictan” means a finding of guilt {including v ples of nole
contendere) ar impasition of sentenes, of bl by any judicial body
charped with the sesponsibility o detsrmine violations of the Federal ar
State criminnl dng stehaics;

"Criminml drug stamez® means o Fedemal o7 non-Federal erimanal soamie
invalvimg the manofssiure, distmbaion, dispensing, use, or posssssion of
any controlbsd sobstnnce;

"Empdoyes” means Ih::n:q:ll:l]ll:-l: of n gmnoiee direcily mglppj in the
perfommance of work under & prant, incioding: (1) All “direst charpe"
etmpliyees; (&) all "indirect charpe® employess unless their impacst or
imvolyement is insignificant to the performance of e grant ead (ii1)
letnparary persornel and cansuftams who ore directly engaped in the
perfoomance of work wnder the grant snd wha ore oo the praniee's
payrall. Tha delicdition doss nat inslude workers not oo the payrodl of
the: grantzz (2.0, yolumieers, even if used o meet 8 matching
requaremienl; couswlinms ar ndependenl contrctors not on the grantee's
payrall; or employees of subrecipients or subcontracions n eovered

wikplaces)
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ACTION PLANS

COMMUNITY DEVELOPMENT BLOCK GRANT
TEXAS COMMUNITY DEVELOPMENT PROGRAM 2006 ACTION PLAN

PY 2006 GENERAL PROGRAM INFORMATION

Community Development Block Grant Program Administration

The Office of Rural Community Affairs (ORCA) administers the State of Texas Community Development
Block Grant Program (CDBG), called the Texas Community Development Program (TCDP). The Texas
Department of Agriculture (TDA) administers the Texas Capital Fund through an interagency agreement
between ORCA and TDA. The TCDP will continue to fund the Colonia Self-Help Centers Fund but
administration of that program will remain with the Texas Department of Housing and Community Affairs
(TDHCA) Office of Colonia Initiatives through a Memorandum of Understanding between ORCA and
TDHCA.

The mission of the Office of Rural Community Affairs is to assist rural Texans who seek to enhance their
quality of life by facilitating, with integrity, the use of the resources of our state so that sustained
economic growth will enrich the rural Texas experience for the benefit of all.

PY 2006 TCDP LEVERAGED RESOURCES

In order to support the goals, objectives, and outcomes of the Texas Community Development Program

and to encourage local commitments to the projects submitted for funding, match is required under most

of the funding categories. The scoring criteria in the competitive funding categories give a scored weight

to applicants that provide matching cash, in-kind labor, materials, and/or land and contributions from

other sources. Leveraging resources other than local revenues, bonds, or loans from communities may

include, but are not limited to the following:

e Texas Water Development Board,

o US Department of Agriculture — Rural Development, Natural Resource Conservation Service, Section
502 and Section 306¢ Programs,

e  US Department of Homeland Security — Federal Emergency Management Agency,

e  US Department of Treasury’s — North American Development Bank/Border Environment Cooperation
Commission, and Small Business Administration,

o Texas Department of Transportation,

e Texas Department of Housing and Community Affairs — HOME Program, Housing Trust Fund, and
Housing Assistance Council,

o Texas Department of Agriculture,

e  Private businesses, organizations and/or Non-profits, and

e Banks and other lending institutions.

Eligible Applicants

Eligible applicants are nonentitlement general purpose units of local government including cities and
counties that are not participating or designated as eligible to participate in the entitlement portion of the
federal Community Development Block Grant Program (CDBG). Nonentitlement cities that are not

2006 State of Texas Consolidated Plan One-Year Action Plan
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participating in urban county programs through existing participation agreements are eligible applicants
(unless the city’s population is counted towards the urban county CDBG allocation).

Nonentitlement cities are located predominately in rural areas and are cities with populations less than
50,000 thousand persons; cities that are not designated as a central city of a metropolitan statistical
area; and cities that are not participating in urban county programs. Nonentitlement counties are also
predominately rural in nature and are counties that generally have fewer than 200,000 persons in the
nonentitlement cities and unincorporated areas located in the county.

Hidalgo County, a designated CDBG urban county, is eligible to receive assistance under the Texas
Community Development Program (TCDP) Colonia Fund (and each fund category included under the
Colonia Fund).

Counties eligible under both the TCDP Colonia Fund and the Texas Water Development Board’s
Economically Distressed Areas Program (EDAP) are eligible under the TCDP Colonia Economically
Distressed Areas Program Fund. Nonentitlement cities located within eligible counties that meet other
eligibility criteria are also eligible applicants for the TCDP Colonia Economically Distressed Areas Program
Fund.

With the enactment of 843.907 of the Texas Local Government Code, a colonia that is annexed by a
municipality remains eligible for five years after the effective date of the annexation to receive any form of
assistance for which the colonia would be eligible if the annexation had not occurred. This only applies to
a colonia annexed by a municipality on or after September 1, 1999.

Eligible Activities
Eligible activities under the Texas Community Development Program are listed in 42 U.S.C Section 5305.
The TCDP staff reviews all proposed project activities included in applications for all fund categories,
except the Texas Capital Fund, to determine their eligibility. The Texas Department of Agriculture
determines the eligibility of activities included in Texas Capital Fund applications.
All proposed activities must meet one of the following three National Program Objectives:

1. principally benefit low and moderate income persons; or

2. aid in the elimination of slums or blight; or

3. meet other community development needs of particular urgency that represent an immediate

threat to the health and safety of residents of the community.

Area benefit can be used to qualify street paving projects. However, for street paving projects that include
multiple and noncontiguous target areas, each target area must separately meet the principally benefit
low and moderate income national program objective. At least 51 percent of the residents located in each
noncontiguous target area must be low and moderate income persons. A target area that does not meet
this requirement cannot be included in an application for TCDP funds. The only exception to this
requirement is street paving eligible under the Disaster Relief/Urgent Need Fund.

Ineligible Activities
In general, any type of activity not described or referred to in 42 U.S.C Section 5305 is ineligible. Specific
activities ineligible under the Texas Community Development Program are:

2006 State of Texas Consolidated Plan One-Year Action Plan
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1. construction of buildings and facilities used for the general conduct of government (e.g., city
halls, courthouses, etc.);

2. new housing construction, except as last resort housing under 49 CFR Part 24 or affordable

housing through eligible subrecipients in accordance with 24 CFR 570.204;

the financing of political activities;

purchases of construction equipment (except in limited circumstances under the STEP Program);

income payments, such as housing allowances; and

most operation and maintenance expenses.

o gk

The Texas Capital Fund (TCF) will not accept applications in support of public or private prisons,
racetracks, and projects that address job creation/retention through a government supported facility. The
Texas Capital Fund Program may be used to financially assist/facilitate the relocation of a business when
certain requirements, as defined in the application guidelines, are met.

Primary Beneficiaries
The primary beneficiaries of the Texas Community Development Program are low to moderate income

persons as defined under the US Department of Housing and Urban Development (HUD) Section 8
Assisted Housing Program (Section 102(c)). Low income families are defined as those earning less than
50 percent of the area median family income. Moderate income families are defined as those earning
less than 80 percent of the area median family income. The area median family income can be based on
a metropolitan statistical area, a nonmetropolitan county, or the statewide nonmetropolitan median
family income figure.

Displacement of Persons Assisted
Applicant localities must certify that they will minimize the displacement of persons as a result of
activities assisted with Texas Community Development Program grant funds.

ALLocATION OoF CDBG FUNDS
Available Fund Categories
Assistance is available in ten funding categories under the Texas Community Development Program as
indicated below:
1. Community Development Fund
2. Community Development Supplemental Fund
3. Texas Capital Fund
4. Colonia Fund
4a. Colonia Construction Fund
4b. Colonia Economically Distressed Areas Program Fund
4c. Colonia Planning Fund
(1) Colonia Area Planning Fund
(2) Colonia Comprehensive Planning Fund
4d. Colonia Self-Help Centers Fund
5. Non-Border Colonia Fund
Planning and Capacity Building Fund
7. Disaster Relief/Urgent Need Fund

o
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8. TCDP STEP Fund

9. Microenterprise Loan Fund

10. Small Business Loan Fund

11. Section 108 Loan Guarantee Pilot Program

Description of Funds

1. Community Development Fund

This fund is available on a biennial basis (primarily for public facilities and housing assistance) for funding
from PYs 2005 and 2006 through a 2005 annual competition in each of the 24 state planning regions.
Applications received by the PY 2005 application deadline of November 5, 2004, were selected to receive
grant awards from the PY 2005 and 2006 allocations. The scoring of the applications is shared between
ORCA and the 24 Regional Review Committees.

Housing—Each region is encouraged to allocate 8 percent, or a greater or lesser percentage, of its
Community Development Fund allocation to housing projects proposed in and for that region. Under a
housing allocation, the highest ranked applications for housing activities, regardless of the position in the
overall ranking, would be selected to the extent permitted by the housing allocation level. If the region
allocates a percentage of its funds to housing and applications conforming to the maximum and
minimum amounts are not received to use the entire housing allocation, the remaining funds may be
used for other eligible activities. (Under a housing allocation process, a community would not be able to
receive an award for both a housing activity and an award for another Community
Development/Community Development Supplemental Fund activity during the biennial process. Housing
projects/activities must conform to eligibility requirements in 42 U.S.C Section 5305 and applicable HUD
regulations.)

Funds for projects under the Community Development Fund are allocated among the 24 state planning
regions through a formula based on the following factors:

a. Nonentitlement Population 30%
b. Number of Persons in Poverty 25%
c. Percentage of Poverty Persons 25%
d. Number of Unemployed Persons 10%
e. Percentage of Unemployed Persons 10%

To the extent possible, the information used to calculate the regional allocations through these factors
will be based on the eligible nonentitlement applicants within each region. The current Community
Development Fund regional allocation formula factors will continue in 2006 since the TCDP has reviewed
and scored the applications for funding from PY 2005’s allocation and the estimated 2006 allocation.
Changes in actual regional allocations shall only reflect overall changes in the Texas Community
Development Program funding level and changes in eligible population, poverty characteristics, and
unemployment characteristics. The population and poverty information used is from the current available
decennial census data. The unemployment information used is the current available annual average
information. The TCDP will continue to involve the nonentitlement communities and the public in a review
of the regional allocation formula through public hearings, meetings of the ORCA Executive Committee, a
standing Executive Committee subcommittee, and input from the State Community Development Review
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Committee, Regional Councils of Governments, local and state government officials, and other interested
parties.

Some regions in the state have a small number of eligible applicants and these regions may receive
regional allocations large enough to allow each eligible applicant in that region to apply for an equal share
of the regional allocations. The share available to each eligible applicant in the region may amount to an
equal share based on the number of eligible applicants and the 2005 and 2006 regional allocations for
that region. Or the share available to each eligible applicant in the region may be based on an allocation
formula used by the region to allocate the funds available through the 2005 and 2006 regional
allocations for the region. Each applicant in one of these regions must meet all state and federal eligibility
requirements including but not limited to TCDP applicant threshold requirements, federal requirements
for eligible activities, and federal requirements that each activity in an application meet one of the three
national program objectives. Applicants in these regions are scored by the Regional Review Committees
and the TCDP staff in accordance with the established Community Development Fund selection criteria.
The total score received by each applicant in these regions determines if the applicant receives funding
from the 2005 regional allocation or 2006 regional allocation. Depending on the State of Texas’ CDBG
allocations for the 2005 and 2006 program years, there could be a large variance between the 2005 and
2006 regional allocations. If the 2006 regional allocation for one of these regions decreases significantly
from the 2005 regional allocation, then the total scores received by applicants in these regions could, in
fact, prevent some of the applicants from receiving funds from the 2006 regional allocation.

A significant increase or decrease to the State’s 2006 CDBG allocation may result in corresponding
increases or decreases to the 2006 Community Development Fund allocation and correspondingly higher
or lower 2006 regional allocations.

2. Community Development Supplemental Fund

Funds under the Community Development Supplemental Fund are allocated among the 24 state planning
regions through a formula using the same methodology that HUD uses to allocate CDBG funds to the
nonentitlement state programs. The HUD factors, percentages, and methodology are specified in 42
U.S.C. 5306(d). The TCDP will use available data to calculate the allocations to each region.

Activities eligible under the Community Development Supplemental Fund will be same as under the
Community Development Fund.

The TCDP will review the applications and proposed activities for eligibility under HUD CDBG program
regulations. The Regional Review Committee (350 points) will score the applications received under this
fund, with the exception that the TCDP (10 points) will score the past performance factor.

The amount in this fund will be available during the same biennial application review and selection period
as the Community Development Fund. An applicant would not need to apply separately under the
Community Development Supplemental Fund. The maximum and minimum award amount in a region for
the Community Development Supplemental Fund would be the same as the levels established for the
Community Development Fund. The Regional Review Committee will consider and score applications for
both the Community Development and Community Development Supplemental Funds at the same
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meeting using the applicable selection criteria. Similarly, the TCDP will consider and score the
applications for both funds at the same time using the applicable criteria.

Because applications are considered for funding under both the Community Development and
Community Development Supplemental Funds during the same selection process, an eligible community
may only submit one application under the Community Development Fund/Community Development
Supplemental Fund for the 2005/2006 biennial competition.

A significant increase or decrease to the State’s 2006 CDBG allocation may result in corresponding
increases or decreases to the 2006 Community Development Supplemental Fund allocation and
correspondingly higher or lower 2006 regional allocations.

2a. Selection Process
1. The Community Development Fund dollars for the first and second years of the biennial process are
distributed and awarded first based on the Community Development Fund selection factors (700 points).\

2. The remaining applicants that do not receive awards are then ranked to receive the Community
Development Supplemental funds for the first and second years of the biennial process based on the
Community Development Supplemental Fund selection factors (360 points).

3. The Community Development Fund marginal funds may be used in the second year to fund a not fully
funded Community Development Supplemental Fund application.

4. If there are insufficient Community Development Supplemental Funds in the first year to fully fund an
application, then the applicant may accept the amount available or wait for full funding in the second year
by combining the two years.

5. If there are insufficient Community Development Supplemental Funds in the two years to fully fund an
application, then Community Development Fund marginal funds may be used to fully fund the application.
If marginal funds are not available to fully fund the application, the applicant may accept the amount of
the funds available or, if declined, the funds will be part of the marginal competition.

3. Texas Capital Fund
This economic development funding is used for projects that will create or retain permanent employment
opportunities, primarily for low to moderate income persons, and for county economic and management
development activities. Responsibility for this fund is contracted to the Texas Department of Agriculture
through an interagency agreement. The funds may be used to provide financial assistance for eligible
activities as cited in 42 U.S.C Section 5305, including the following activities:
a. Infrastructure improvements to assist a for-profit entity or a nonprofit entity.
b. Acquisition of real property or to acquire, construct, reconstruct, or rehabilitate public facilities to
assist a for-profit entity.
c. Infrastructure improvements to assist Texas Main Street Program designated municipalities.
d. Downtown Revitalization Program that is designed to foster and stimulate economic development
in downtown areas by providing financial assistance for public improvements to nonentitlement
cities. This program encourages the elimination of slum and blighted areas by targeting the
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renovation and/or construction of sidewalks, lighting, drainage and other infrastructure
improvements in downtown areas. Communities eligible for the Texas Main Street Program are
not eligible for the Downtown Revitalization Program.

e. County economic and management development activities as approved by ORCA. Not more than
5 percent of the Texas Capital Fund allocation may be used for these activities. Section 487.352|
of the Texas Government Code requires ORCA to “allocate not more than five percent of the funds
allocated to the Department of Agriculture under the Texas Capital Fund to be used for county
economic and management development.” ORCA will review activities proposed for this
assistance and determine if the activities are consistent with the federal law governing the CDBG
program.

f. Assistance to private, for-profit entities, when the assistance is appropriate to carry out an
economic development project (that shall minimize, to the extent practicable, displacement of
existing businesses and jobs in neighborhoods) that:

(1) creates or retains jobs for low and moderate income persons;

(2) prevents or eliminates slums or blight;

(3) meets urgent needs;

(4) creates or retains businesses owned by community residents;

(5) assists businesses that provide goods or services needed by, and affordable to, low and

moderate income residents; or
(6) provides technical assistance to promote any of the activities under subparagraphs (1)
through (5).

The Texas Capital Fund program will require repayment for Real Estate and Infrastructure projects, as
follows:
a. Real Estate Development (including improvements to the business site) projects require full
repayment with no interest accruing; and
b. Infrastructure Program (awards for infrastructure or railroad improvements on private property
require full repayment with no interest accruing).

4. Colonia Fund

This fund is available to eligible county applicants for projects in severely distressed unincorporated areas
that meet the definition as a “colonia” under this fund. Scoring of all the selection criteria for Colonia
Fund applications is completed by TCDP staff. The term “colonia” means any identifiable unincorporated
community that is determined to be a colonia on the basis of objective criteria, including lack of potable
water supply, lack of adequate sewage systems, and lack of decent, safe, and sanitary housing; and was
in existence as a colonia before the date of the enactment of the Cranston-Gonzalez National Affordable
Housing Act (November 28, 1990). Except for fund categories in which additional restrictions apply, a
county can only submit applications on behalf of eligible colonia areas located within 150 miles of the
Texas-Mexico border region, except that any county that is part of a standard metropolitan statistical area
with a population exceeding 1,000,000 is not eligible under this fund.

4a. Colonia Construction Fund

The allocation is available on a biennial basis for funding from PYs 2005 and 2006 through a 2005
annual competition. Applications received by the PY 2005 application deadline are eligible to receive
grant awards from the PYs 2005 and 2006 allocations. Funding priority shall be given to TCDP

2006 State of Texas Consolidated Plan One-Year Action Plan
27



ACTION PLANS
CDBG

applications from localities that have been funded through the Texas Water Development Board
Economically Distressed Areas Program (TWDB EDAP) where the TCDP project will provide assistance to
colonia residents that cannot afford the cost of service lines, service connections, and plumbing
improvements associated with access to the TWDB EDAP-funded water or sewer system. An eligible
county applicant may submit one (1) application for the following eligible activities:

(1) Assessments for Public Improvements. The payment of assessments (including any charge
made as a condition of obtaining access) levied against properties owned and occupied by
persons of low and moderate income to recover the capital cost for a public improvement.

(2) Other Improvements. Other activities eligible under 42 U.S.C Section 5305 designed to meet
the needs of colonia residents.

4b. Colonia Economically Distressed Areas Program (CEDAP) Fund

The allocation is distributed on an as-needed basis. Eligible applicants are counties, and nonentitlement
cities located in those counties, that are eligible under the TCDP Colonia Fund and Texas Water
Development Board’s Economically Distressed Areas Program (TWDB EDAP). Eligible projects shall be
located in unincorporated colonias; in colonias located in eligible nonentitlement cities that annexed the
colonia and the application for improvements in the colonia is submitted within five (5) years from the
effective date of the annexation; or in colonias located in eligible nonentitlement cities where the city is in
the process of annexing the colonia where the improvements are to be made.

Eligible applicants may submit an application that will provide assistance to colonia residents that cannot
afford the cost of service lines, service connections, and plumbing improvements associated with being
connected to a TWDB EDAP-funded water and sewer system improvement project. An application cannot
be submitted until the construction of the TWDB EDAP-funded water or sewer system begins.

Eligible program costs include water distribution lines and sewer collection lines providing connection to
water and sewer lines installed through the Texas Water Development Board’s Economically Distressed
Areas Program (when approved by the TCDP), taps and meters (when approved by the TCDP), yard service
lines, service connections, plumbing improvements, and connection fees, and other eligible approved
costs associated with connecting an income-eligible family’s housing unit to the TWDB improvements.

4c. Colonia Planning Fund

The allocation will be distributed through two separate annual competitions for applications that include
planning activities targeted to selected colonia areas—Colonia Area Planning Fund, and for applications
that include countywide comprehensive planning activities—Colonia Comprehensive Planning Fund.
Applications received by the PY 2006 application deadline are eligible to receive a grant award from the
PY 2006 allocation.

A county can only receive one-time assistance from the Colonia Comprehensive Planning Fund. Therefore,
any county that has previously received a Colonia Comprehensive Planning Fund grant award may not
submit another application for the Colonia Comprehensive Planning Fund.

To qualify for the Colonia Area Planning Fund, the county applicant must have a Colonia Comprehensive
Plan in place that prioritizes problems and colonias for future action. The targeted colonia must be
included in the Colonia Comprehensive Plan.
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A Colonia Planning Fund application must receive a minimum score for the Project Design selection factor
of at least 70 percent of the maximum number of points allowable under this factor to be considered for

funding.

(1) Colonia Area Planning Fund—An eligible county may submit an application for eligible planning
activities that are targeted to one or more colonia areas. Eligible activities include:

payment of the cost of planning community development (including water and sewage
facilities) and housing activities;

costs for the provision of information and technical assistance to residents of the area in
which the activities are located and to appropriate nonprofit organizations and public
agencies acting on behalf of the residents; and

costs for preliminary surveys and analyses of market needs, preliminary site engineering and
architectural services, site options, applications, mortgage commitments, legal services, and
obtaining construction loans.

(2) Colonia Comprehensive Planning Fund—To be eligible for this fund, a county must be located
within 150 miles of the Texas-Mexico border. The applicant’s countywide comprehensive plan will
provide a general assessment of the colonias in the county, but will include enough detail for
accurate profiles of the county’s colonia areas. The prepared comprehensive plan must include the
following information and general planning elements:

Verification of the number of dwellings, number of lots, number of occupied lots, and the
number of persons residing in each county colonia

Mapping of the locations of each county colonia

Demographic and economic information on colonia residents

The physical environment in each colonia including land use and conditions, soil types, and
flood prone areas

An inventory of the existing infrastructure (water, sewer, streets, drainage) in each colonia
and the infrastructure needs in each colonia including projected infrastructure costs

The condition of the existing housing stock in each colonia and projected housing costs

A ranking system for colonias that will enable counties to prioritize colonia improvements
rationally and systematically plan and implement short-range and long-range strategies to
address colonia needs

Goals and Objectives

Five-year capital improvement program

4d. Colonia Self-Help Centers Fund

In accordance with Subchapter Z, Chapter 2306, Government Code, TDHCA has established self-help
centers in Cameron County, El Paso County, Hidalgo County, Starr County, and Webb County. If deemed
necessary and appropriate, TDHCA may establish self-help centers in other counties (self-help centers
have been established in Maverick County and Val Verde County) as long as the site is located in a county
that is designated as an economically distressed area under the Texas Water Development Board
Economically Distressed Areas Program (EDAP), the county is eligible to receive EDAP funds, and the
colonias served by the center are located within 150 miles of the Texas-Mexico border.
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The geographic area served by each self-help center is determined by TDHCA. Five colonias located in
each self-help center service area are designated to receive concentrated attention from the center. Each
self-help center sets a goal to improve the living conditions of the residents located in the colonias
designated for concentrated attention within a two-year period set under the contract terms. TDHCA has
the authority to make changes to the colonias designated for this concentrated attention.

The TDHCA grant contract for each self-help center must be executed with the county in which the self-
help center is located. TDHCA will enter into a Texas Community Development Program contract with each
affected county. Each county enters into a subcontract with a nonprofit community action agency, a
public housing authority, or a nonprofit organization.

A Colonia Residents Advisory Committee was established and not fewer than five persons who are
residents of colonias were selected from the candidates submitted by local nonprofit organizations and
the commissioners’ court of a county where a self-help center is located. One committee member shall be
appointed to represent each of the counties in which a self-help center is located. Each committee
member must be a resident of a colonia located in the county the member represents but may not be a
board member, contractor, or employee of or have any ownership interest in an entity that is awarded a
contract through the Texas Community Development Program. The Advisory Committee shall advise
TDHCA regarding:

(1) the needs of colonia residents;

(2) appropriate and effective programs that are proposed or are operated through the centers; and

(3) activities that may be undertaken through the centers to better serve the needs of colonia

residents.

The purpose of each center is to assist low income and very low income individuals and families living in
colonias located in the center’s designated service area to finance, refinance, construct, improve or
maintain a safe, suitable home in the designated service area or in another suitable area. Each self-help
center may serve low income and very low income individuals and families by:

(1) providing assistance in obtaining loans or grants to build a home;

(2) teaching construction skills necessary to repair or build a home;

(3) providing model home plans;

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

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

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

(7) providing credit and debt counseling related to home purchase and finance;

(8) applying for grants and loans to provide housing and other needed community improvements;

(9) providing other eligible services that the self-help center, with TDHCA approval, determines are
necessary to assist colonia residents in improving their physical living conditions, including help
in obtaining suitable alternative housing outside of a colonia’s area;
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(10) providing assistance in obtaining loans or grants to enable an individual or family to acquire fee
simple title to property that originally was purchased under a contract for a deed, contract for
sale, or other executory contract;

(11) monthly programs to educate individuals and families on their rights and responsibilities as
property owners; and

(12) providing access to computers, the internet, and computer training.

A self-help center may not provide grants, financing, or mortgage loan services to purchase, build,
rehabilitate, or finance construction or improvements to a home in a colonia if water service and suitable
wastewater disposal are not available.

5. Non-Border Colonia Fund

This fund is available on a biennial basis to eligible county applicants for projects in severely distressed
unincorporated areas located farther than 150 miles from the Texas-Mexico border and nonentitlement
counties, or portions of counties, within 150 miles of the Texas-Mexico border that are not eligible for the
Colonia Fund because they are located in a standard metropolitan statistical area that has a population
exceeding 1,000,000, as specified the Cranston-Gonzalez National Affordable Housing Act. Non-border
colonia areas would be an identifiable unincorporated community that is determined to be colonia-like on
the basis of objective criteria, including lack of potable water supply, lack of adequate sewage systems,
and lack of decent, safe, and sanitary housing; and was in existence as a colonia before the date of the
enactment of the Cranston-Gonzalez National Affordable Housing Act (November 28, 1990). Scoring of all
the selection criteria for Non-Border Colonia Fund applications is completed by TCDP staff.

6. Planning and Capacity Building Fund

This fund is available on a biennial basis to assist eligible cities and counties in conducting planning
activities that assess local needs, develop strategies to address local needs, build or improve local
capacity, or that include other needed planning elements. Applications received by the PY 2005
application deadline were eligible to receive grant awards through a statewide competition for funding
from the PY 2005 and 2006 allocations.

A significant increase or decrease to the State’s 2006 CDBG allocation may result in corresponding
increases or decreases to the 2006 Planning and Capacity Building Fund allocations.

7. Disaster Relief/Urgent Need Fund

Disaster Relief assistance is available through this fund as needed for eligible activities in relief of
disaster situations where either the Governor has proclaimed a state disaster declaration or has
requested a federal disaster declaration. Depending on the nature and extent of the damage caused by
the natural disaster, priority for the use of TCDP funds is the restoration of basic human needs such as
water and sewer facilities, housing, and roads.

Urgent Need assistance is contingent upon the availability of funds for activities that will restore water or
sewer infrastructure whose sudden failure has resulted in either death, illness, injury, or pose an
imminent threat to life or health within the affected applicant’s jurisdiction. The infrastructure failure
must not be the result of a lack of maintenance and must be unforeseeable. An application for Urgent
Need assistance will not be accepted by the TCDP until discussions between the potential applicant and
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representatives of the TCDP, the Texas Commission on Environmental Quality (TCEQ), and the Texas
Water Development Board (TWDB) have taken place. Through these discussions, a determination shall be
made whether the situation meets TCDP Urgent Need threshold criteria; whether shared financing is
possible; whether financing for the necessary improvements is, or is not, available from the TWDB; or that
the potential applicant does, or does not, qualify for TWDB assistance. If TCDP funds are still available, a
potential applicant that meets these requirements will be invited to submit an application for Urgent Need
funds.

To qualify for Disaster Relief funds:

o The situation addressed by the applicant must be both unanticipated and beyond the control of
the local government.

¢ The problem being addressed must be of recent origin. For Disaster Relief assistance, this means
that the application for assistance must be submitted no later than 12 months from the date of
the Presidential or Governor’s declaration.

o Under Disaster Relief, funds will not be provided under FEMA’s Hazard Mitigation Grant Program
unless ORCA receives satisfactory evidence that the property to be purchased was not
constructed or purchased by the current owner after the property site location was officially
mapped and included in a designated flood plain area.

e Each applicant for these funds must demonstrate that adequate local funds are not available,
i.e., the entity has less than six months of unencumbered general operations funds available in
its balance as evidenced by the last available audit required by state statute, or funds from other
state or federal sources are not available to completely address the problem.

e The distribution of these funds will be coordinated with other state agencies.

To qualify for Urgent Need funds:

e The situation addressed by the applicant must not be related to a proclaimed state disaster
declaration or a federal disaster declaration.

e The situation addressed by the applicant must be both unanticipated and beyond the control of
the local government.

e The problem being addressed must be of recent origin. For Urgent Need assistance, this means
that the situation first occurred or was first discovered no more than 30 days prior to the date
that the potential applicant provides a written request to the TCDP for Urgent Need assistance.

e Each applicant for these funds must demonstrate that local funds or funds from other state or
federal sources are not available to completely address the problem.

e The distribution of these funds will be coordinated with other state agencies.

e The infrastructure failure cannot have resulted from a lack of maintenance.

e Urgent Need funds cannot be used to restore infrastructure that has been cited previously for
failure to meet minimum state standards.

e The infrastructure failure cannot have been caused by operator error.
e The infrastructure requested by the applicant cannot include back-up or redundant systems.

Construction on an Urgent Need fund project must begin within 90 days from the start date of the TCDP
contract. The TCDP reserves the right to deobligate the funds under an Urgent Need Fund contract if the
grantee fails to meet this requirement.
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Each applicant for Urgent Need funds must provide matching funds. If the applicant’s 2000 Census
population is equal to or fewer than 1,500 persons, the applicant must provide matching funds equal to
10 percent of the TCDP funds requested. If the applicant’'s 2000 Census population is over 1,500
persons, the applicant must provide matching funds equal to 20 percent of the TCDP funds requested.
For county applications where the beneficiaries of the water or sewer improvements are located in
unincorporated areas, the population category for matching funds is based on the number of project
beneficiaries.

8. TCDP STEP Fund

Funds will be available for grants on a competitive award basis to cities and counties to provide grant
assistance to cities and communities recognizing the need and willingness to solve water and sewer
problems through the Texas Small Towns Environment Program (STEP) self-help techniques. The program
will accept applications two times a year and utilize a competitive process to evaluate, score, and award
these projects.

Cities and counties receiving 2005 and 2006 Community Development Fund/Community Development
Supplemental Fund grant awards for applications that did not include water, sewer, or housing activities
are not eligible to receive a 2006 STEP Fund grant award. However, the TCDP will give consideration to a
city’s or county’s request to transfer funds (that are not financing basic human needs activities such as
water, sewer, or housing activities) under a 2005 or 2006 Community Development Fund/Community
Development Supplemental Fund grant award to finance water and sewer activities that will be
addressed through self-help.

The Texas STEP approach to solving water and sewer needs recognizes affordability factors related to the
construction and operations/maintenance of the necessary water or sewer improvements and then
initiates a local focus of control based on the capacity and readiness of the community’s residents to
solve the problem through self-help. By utilizing the community’s own resources (human, material and
financial), the necessary water or sewer construction costs, engineering costs, and related administration
costs can be reduced significantly from the cost for the installation of the same improvements through
conventional construction methods.

TCDP staff will provide guidance, assistance, and support to community leaders and residents willing to
use self-help to solve their water and sewer problems.

Eligible Activities
For the TCDP STEP Fund eligible activities are limited to:
¢ the installation of facilities to provide first-time water or sewer service
o the installation of water or sewer system improvements
o ancillary repairs related to the installation of water and sewer systems or improvements
e the acquisition of real property related to the installation of water and sewer systems or
improvements (easements, rights of way, etc.)
e sewer or water taps and water meters
o water or sewer yard service lines (for low and moderate income persons)
e water or sewer house service connections (for low and moderate income persons)
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¢ plumbing improvements associated with providing water or sewer service to a housing unit
e water or sewer connection fees (for low and moderate income persons)

o equipment for installation of water or sewer if justification is provided

e reasonable associated administrative costs

e reasonable associated engineering services costs

Ineligible Activities
e any activity not described in the preceding Eligible Activities section is ineligible under the TCDP
STEP Fund unless the activity is approved by the Texas Community Development Program
e temporary solutions, such as emergency inter-connects that are not used on an on-going basis for
supply or treatment and back-ups not required by the regulations of the Texas Commission on
Environmental Quality.

The TCDP will not reimburse for force account work for construction activities on the STEP project.

Funding Cycle

Applications are accepted two times a year for Texas STEP Funding as long as funds are available. Funds
will be divided among the two application periods. After all projects are ranked, only those that can be
fully funded will be awarded a grant. There will be no marginally funded grant awards.

The TCDP will not accept an application for STEP Fund assistance until TCDP staff and representatives of
the potential applicant have evaluated the self-help process and TCDP staff determine that self-help is a
feasible method for completion of the water or sewer project, the community is committed to self-help as
the means to address the problem, and the community is ready and has the capacity to begin and
complete a self-help project. If it is determined that the community meets all of the STEP criteria then an
invitation to apply for funds will be extended to the community and the application may be submitted.

Threshold Criteria

The self-help response to water and sewer needs may not be appropriate in every community. In most
cases, the decision by a community to utilize self-help to obtain needed water and sewer facilities is
based on the community’s realization that it cannot afford even a “no frills” water or sewer system based
on the initial construction costs and the operations/maintenance costs (including debt service costs) for
water or sewer facilities installed through conventional financing and construction methods.

The following are threshold requirements for the Texas STEP framework. Without all these elements the
project will not be considered under the Texas STEP fund:
1) one or more sparkplugs (preferably three)—local leaders willing to both lead and sustain the
effort;

2) readiness—local perception of the problem and the willingness to take action to solve it;
3) capacity— manpower including some skills required to solve the problem;

4) 40 percent savings off of retail price; and

5) must be performed predominately by community volunteer workers.

Some of the key points staff will review for these thresholds include but are not limited to the following:
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1) One or more sparkplugs (preferably three)—local leaders willing to both lead and sustain the
effort; leaders that have been identified and agreed on by the community.

At least two of the three sparkplugs must be residents and not local officials (local
officials may serve as sparkplugs).

One should be detailed enough to maintain the paperwork needed for the project.

One should have some knowledge or skills to lead the self-help effort.

And one can have a combination of these skills or just be the motivator and problem
solver of the group.

These are not absolutes but the best scenario for any project.

2) Readiness—local perception of the problem and the willingness to take action to solve it;

A strong local perception of the problem

Community perception that local implementation is the best and maybe only solution
Community has confidence that they can do it adequately

Community has no strong competing priority

Local government is supportive and understands the urgency

Public and private willingness to pay additional costs if needed (fees, hook-ups for
churches, other)

Effort and attention have already been given to local assessment of the problem
Enthusiastic, capable support by the community from the county or regional field staff of
the regulatory agency.

3) Capacity— manpower including some skills required to solve the problem.

Skilled workers within the community (heavy equipment operation, pipe laying,
electrician, plumber, engineer, water operator, construction skills)

List of Volunteers by task

Possible equipment in community (not a requirement)

Letters stating support from local businesses in form of donation of supplies or
manpower.

Letter from service provider supporting project and agreeing to provide service.

CPA Letter documenting that applying locality has financial and management capacity to
compete project

3) 40 percent savings off of retail price.
Documentation of the 40 percent savings off of the retail price,

Two engineering break-outs of cost, one that shows the retail construction cost and
another that shows the self-help cost and demonstrates the 40% savings.

Back-up documents of material quotes, pledges of equipment

List of Volunteers by task

Determination of appropriate technology and feasibility of project. (Letter from engineer)
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9. Microenterprise Loan Fund

This fund is available on an annual basis for funding from available program income through an annual
statewide competition. Applications received by the application deadline are eligible to receive grant
awards from available program income. An eligible city or county submits the application and must
contract with a nonprofit organization (economic development corporation, community development
corporation, etc.) for the purpose of establishing a local loan program that directly assists for-profit
microenterprise businesses. Proceeds from the repayment of the loans will be retained by the nonprofit
organization. A microenterprise is a commercial enterprise that has 5 or fewer employees, 1 or more of
whom owns the enterprise. The microenterprise receiving the loan assistance must commit to creating or
retaining jobs that will not exceed a maximum cost of $25,000 per job. The jobs created or retained by
the microenterprise must principally benefit low and moderate income persons. The funds cannot be
used by the microenterprise for debt service, refinancing, or payment of the business owner’s salaries.

Eligible activities under this fund are the following:
e Working capital (purchase of raw materials, inventory, rent, utilities, salaries, and others needed
for business operations)
e Machinery and equipment (cars and trucks considered rolling stock would not be an eligible use
of funds)
o Real estate improvements

10. Small Business Loan Fund

This fund is available on an annual basis for funding from available program income through an annual
statewide competition. Applications received by the application deadline are eligible to receive grant
awards from available program income. An eligible city or county submits the application for the purpose
of supporting for-profit small businesses through loans meeting a gap financing need. Retention of the
proceeds from the repayment of the loans will meet the same requirements for program income that
apply to Texas Capital Fund contracts. A small business is a for-profit business with less than 100
employees. The small business receiving the loan assistance must commit to creating or retaining jobs
that will not exceed a maximum cost of $25,000 per job. The jobs created or retained by the small
business must principally benefit low and moderate income persons. The funds cannot be used by the
small business for debt service, refinancing, or payment of the business principal’s salaries.

Eligible activities under this fund are the following:
e Working capital (purchase of raw materials, inventory, rent, utilities, salaries, and others needed
for business operations)
e Machinery and equipment (cars and trucks considered rolling stock would not be an eligible use
of funds)
o Real estate improvements

11. Section 108 Loan Guarantee Pilot Program

Section 108 is the loan guarantee provision of the Housing and Community Development Act Community
Development Block Grant (CDBG) program. The loan is made by a private lender to an eligible
nonentitlement city or county. The US Department of Housing and Urban Development (HUD) guarantees
the loan; however, TCDP must pledge the state’s current and future Community Development Block Grant
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nonentitlement area funds to cover any losses. to provide eligible nonentitlement communities an
additional funding source, the State is authorizing a loan guarantee pilot program consisting of one
application up to a maximum of $500,000 for a particular project. An application guide containing the
submission date and qualifications will be available for applicants interested in being selected as the pilot
project under this program.

An eligible nonentitlement city or county would prepare a loan guarantee application for submission to
HUD. However, under the State Section 108 program, the following conditions apply:

a. ORCA will not provide a commitment for an application submitted to HUD for a Section 108
guarantee unless ORCA has reviewed the application, conducted an underwriting analysis, and
specifically recommended its approval.

b. ORCA will charge the eligible nonentitlement city or county receiving the Section 108 loan a
nonrefundable loan loss reserve fee at the rate of 1 percent per annum on the principal amount
outstanding. The funds from the 1 percent fee would be used for any debt service payments
ORCA would need to pay on account of the loan, or to cover any loan losses, if the recipient does
not make its Section 108 loan payments.

c. The application must be only for an activity eligible under the State Program.

d. ORCA will require the locality to submit adequate information necessary to track all loan
repayments made by any third party borrowers such as assisted businesses;

e. ORCA will monitor compliance with program requirements.

Eligible Activities

The project must meet a national objective of CDBG Program: (1) principally benefit low and moderate
income persons; (2) aid in the elimination of slums or blight; or (3) meet other community development
needs of particular urgency that represent an immediate threat to the health and safety of residents of
the community. In addition, the State program is specifically restricting eligibility to economic
development activities eligible under CDBG Program. Other activities eligible under the HUD regulations
will not be eligible under the pilot phase of this program.

The maximum repayment period for a Section 108 guaranteed loan under the TCDP will be twenty years.

The TCDP will not establish a funded loss reserve. ORCA anticipates entering into a Reimbursement
Agreement with the community providing for recovery of amounts required to be paid by the TCDP. Should
the TCDP be required to cover any Section 108 loan payments not made by the recipient of the loan
guarantee, it would first use funds that have been collected from the additional 1 percent per annum fee
charged on the loan.

The Section 108 Loan Guarantee Program is authorized under Section 108 of the Housing and
Community Development Act of 1974 (42 U.S.C. 5308) as part of the Community Development Block
Grant Program. Regulations for the program are located in the Code of Federal Regulation at 24 CFR, Part
570, Subpart M.

ALLOCATION OF AVAILABLE FUNDS BY FUND CATEGORY
The amount available for TCDP assistance will be the 2006 State CDBG allocation of $73,297,579 plus

an estimated $2,500,000 in program income generated by the Texas Capital Fund. Deobligated funds
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and/or program income shall be used for the 2006 Non-Border Colonia Fund, the Disaster Relief Fund
and Urgent Need Fund. Additional program income shall be used for the MicroEnterprise Loan Fund and
the Small Business Loan Fund. Funds will be allocated according to the following percentages of the
State’s 2006 allocation.

2006 AMOUNT

FUND PERCENT AVAILABLE
Community Development Fund 56.75 $41,596,376
Community Development Supplemental 4.35 $ 3,188,445
Fund
Non-Border Colonia Fund 0.001 $ 0
Texas Capital Fund (TCF) 1451 $10,635,479
Colonia Fund

Colonia Construction Fund 6.86 $ 5,005,889

Colonia EDAP Fund 2.70 $ 2,000,000

Colonia Planning Fund 0.44 $ 323,869

Colonia Self-Help Centers Fund 2.50 $ 1,832,440
Planning and Capacity Building Fund 0.90 $ 656,746
Disaster Relief/Urgent Need Fund

Disaster Relief Fund 4.10 $ 3,001,953

Urgent Need Fund 0.612 $ 444,183
TCDP STEP Fund 3.16 $ 2,313,272
MicroEnterprise Loan Fund 0.003 $ 0
Small Business Loan Fund 0.004 $ 0
Section 108 Loan Guarantee Pilot Program 0.00% $ 0
Administration 2.00 $ 1,465,952
Administration ($100,000) 0.1364 $ 100,000
Technical Assistance 1.00 $ 732,975

1 Deobligated funds and/or program income were used in 2005 and 2006 to fund all remaining applications received
under the 2005/2006 biennial Non-Border Colonia Fund competition. Since no applications remain unfunded in the
Non-Border Colonia Fund biennial competition, the percentage and actual amounts are shown as zero. The amount
originally estimated for the 2006 Non-Border Colonia Fund is allocated to the Urgent Need Fund.

2 Deobligated funds and/or program income totaling no more than $1,000,000 per program year may be used for the
Urgent Need Fund.

Program income not to exceed $1,000,000 is available for the MicroEnterprise Loan Fund.

4 Program income not to exceed $1,000,000 is available for the Small Business Loan Fund.
Loan guarantee commitments totaling no more than $500,000 are authorized.

Summary of Activities That Utilize 1% Technical Assistance Funding
Technical Assistance Performed Through the Community Development Program—The Texas Community

Development Program will conduct numerous on-site technical assistance visits funded with the 1%
technical assistance (1% TA) set-aside approved by HUD. These visits will be conducted throughout the
year when the TCDP staff recognizes that assistance is needed at the local level or when assistance is
requested by the grantees.

TCDP Community Services Specialists, Program Development Specialists, and Regional Coordinators will
visit localities that are preliminarily recommended for funding to verify information provided in the
applications, to view the project sites, to distribute Project Implementation Manuals, and to provide
technical assistance regarding the initial TCDP project implementation procedures.

Other technical assistance visits will be conducted with 1% TA funds for special cases dealing with
investigations, compliance issues, and to help contractor localities comply with all program requirements.
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The 1% TA funds are utilized for a portion of staff salaries, which allows TCDP staff provide greater one-
on-one technical assistance to the small communities throughout the contract period.

The Texas Department of Agriculture is using 1% TA funds for on-site technical assistance on the Texas
Capital Fund program.

The Texas Department of Housing and Community Affairs is using 1% TA funds for on-site technical
assistance on the Colonia Self-Helps Centers program.

The TCDP is utilizing the 1% TA funds to introduce, facilitate, and provide community access to the Texas
Small Towns Environment Program (Texas STEP) which targets water and wastewater needs. Staff visits
localities that are interested in utilizing the Texas STEP method of self-help and provides technical
assistance on the development of a financial framework, managing a self-help project and building
capacity within a community through self-help.

The 1% TA funds may be used to support an Engineering Specialist position to provide specific
engineering technical assistance to the communities. This position assesses project appropriateness,
feasibility, and costs.

The TCDP may utilize the 1% TA funds to support TCDP activities related to ORCA’s disaster relief efforts.
State efforts for response to disasters and the mitigation of the consequences of disasters have required
that ORCA dedicate considerable resources for disaster recovery efforts.

In 2006, the TCDP will use a portion of the 1% technical assistance to provide outreach information
regarding the CDBG program to local officials of nonentitlement cities and counties. The technical
assistance will include information on the application process, program administration, and to improve
their capacity to implement a CDBG program.

The 1% TA funds will also be used by each of the 24 State Planning Regions to provide nonproject specific
technical assistance to cities and counties that are eligible for TCDP funds in each region.

The 1% TA funds may be used to support the operations of the border colonia technical assistance field
offices.

The 1% TA funds may be used to support the operations of ORCA’ technical assistance field offices in
West Texas, South Texas, and East Texas.

Deobligated Funds, Unobligated Funds, and Program Income

(a) Deobligated funds, unobligated funds, and program income generated by Texas Capital Fund projects
shall be retained for expenditure in accordance with the Consolidated Plan. Program income derived
from Texas Capital Fund projects will be used by the TCDP for eligible Texas Community Development
Program activities in accordance with the Consolidated Plan.

Any deobligated funds, unobligated funds, program income, and unused funds from this year’s
allocation or from previous years’ allocations derived from any Texas Community Development
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Program Fund, including program income recovered from Texas Capital Fund local revolving loan
funds, and any reallocated funds that HUD has recaptured from Small Cities may be redistributed
among the established PY 2006 fund categories, for otherwise eligible projects. The selection of
eligible projects to receive such funds is approved by the Executive Director and the Executive
Committee of ORCA on a priority needs basis with eligible disaster relief and urgent need projects as
the highest priority, followed by, any awards necessary to resolve appeals under fund categories
requiring publication of contract awards in the Texas Register, TCF projects, special needs projects,
projects in colonias, housing activities, and other projects as determined by the Executive Director of
ORCA. Other purposes or initiatives may be established as a priority use of such funds by the
Executive Committee of ORCA. Should the TCDP be required to make payments to HUD to cover any
loan payments not made by any recipient of a Section 108 loan guarantee, it would first use any
available deobligated funds.

If a portion of the State’s 2006 Community Development Block Grant allocation is rescinded by the
federal government, or if the State’s 2006 allocation is decreased or increased significantly from the
State’s 2005 allocation, the TCDP may make corresponding changes within the fund allocation
percentages as required.

(b) Redistribution of Funds Recaptured from Withdrawn Awards. Should the applicant fail to substantiate

or maintain the claims and statements made in the application upon which the award is based,
including failure to maintain compliance with application thresholds in Section Ill, F.(1) through F.(4),
within a period ending 90 days after the date of the TCDP's award letter to the applicant, the award
will be immediately withdrawn by the TCDP (excluding the colonia self-help center awards). Should the
applicant fail to execute the TCDP's award contract (excluding Texas Capital Fund and colonia self-
help center contracts) within 60 days from the date of the letter transmitting the award contract to
the applicant, the award will be withdrawn by the TCDP. For an award that is withdrawn from an
application, the TCDP follows different procedures for the use of those recaptured funds depending
on the fund category where the award is withdrawn.

(1) Funds recaptured under the Community Development Fund from the withdrawal of an
award made from the first year of the biennial funding are offered to the next highest
ranked applicant from that region that was not recommended to receive an award from
the first year regional allocation. Funds recaptured under the Community Development
Fund from the withdrawal of an award made from the second year of the biennial funding
are offered to the next highest ranked applicant from that region that was not
recommended to receive full funding (the applicant recommended to receive marginal
funding) from the second year regional allocation. Any funds remaining from the second
year regional allocation after full funding is accepted by the second year marginal
applicant are offered to the next highest ranked applicant from the region as long as the
amount of funds still available exceeds the minimum Community Development Fund
grant amount. Any funds remaining from the second year regional allocation that are not
accepted by an applicant from the region or that are not offered to an applicant from the
region may be used for other TCDP fund categories and, if unallocated to another fund,
are then subject to the procedures described in paragraph (a) of this section.
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(2) Funds recaptured under the Community Development Supplemental Fund from the
withdrawal of an award made from the first year of the biennial funding are offered to the
next highest ranked applicant from that region that was not recommended to receive an
award from the first year regional allocation. Funds recaptured under the Community
Development Supplemental Fund from the withdrawal of an award made from the
second year of the biennial funding are offered to the next highest ranked applicant from
that region that was not recommended to receive full funding (the applicant
recommended to receive marginal funding) from the second year regional allocation. Any
funds remaining from the second year regional allocation after full funding is accepted by
the second year marginal applicant are offered to the next highest ranked applicant from
the region as long as the amount of funds still available exceeds the minimum
Community Development Supplemental Fund grant amount. Any funds remaining from
the second year regional allocation that are not accepted by an applicant from the region
or that are not offered to an applicant from the region may be used for other TCDP fund
categories and, if unallocated to another fund, are then subject to the procedures
described in paragraph (a) of this section. This process would also apply to an application
under the Community Development Supplemental Fund that received a portion of its
funds from Community Development marginal funds. The Community Development
marginal funds would be provided to the replacement application.

(3) For both the Community Development Fund and Community Development Supplemental
Fund (including applications funded with a portion from each of the two funds), if there
are no remaining unfunded eligible applications in the region from the same biennial
application period to receive the withdrawn funding, then the withdrawn funds may be
used for other TCDP fund categories and, if unallocated to another fund, are considered
as deobligated funds, subject to the procedures described in paragraph (a) of this
section.

(4) Funds recaptured under the Planning and Capacity Building Fund from the withdrawal of
an award made from the first year of the biennial funding are offered to the next highest
ranked applicant from that statewide competition that was not recommended to receive
an award from the first year allocation. Funds recaptured under the Planning and
Capacity Building Fund from the withdrawal of an award made from the second year of
the biennial funding are offered to the next highest ranked applicant from that statewide
competition that was not recommended to receive full funding (the applicant
recommended to receive marginal funding) from the second year allocation. Any funds
remaining from the second year allocation after full funding is accepted by the second
year marginal applicant are offered to the next highest ranked applicant from the
statewide competition. Any funds remaining from the second year allocation that are not
accepted by an applicant from the statewide competition or that are not offered to an
applicant from the statewide competition may be used for other TCDP fund categories
and, if unallocated to another fund, are then subject to the procedures described in
paragraph (a) of this section.
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(5) Funds recaptured under the Colonia Construction Fund from the withdrawal of an award
remain available to potential Colonia Program Fund applicants during that program year
to meet the 10 percent colonia set-aside requirement and, if unallocated within the
colonia fund, may be used for other TCDP fund categories. Remaining unallocated funds
are then subject to the procedures described in paragraph (a) of this section.

(6) Funds recaptured under the Colonia Planning Fund from the withdrawal of an award
remain available to potential Colonia Program Fund applicants during that program year
to meet the 10 percent colonia set-aside requirement and, if unallocated within the
colonia fund, may be used for other TCDP fund categories. Remaining unallocated funds
are then subject to the procedures described in paragraph (a) of this section.

(7) Funds recaptured under the program year allocation for the Colonia Economically
Distressed Areas Program Fund from the withdrawal of an award remain available to
potential Colonia Economically Distressed Areas program fund applicants during that
program year. Any funds remaining from the program year allocation that are not used to
fund Colonia Economically Distressed Areas Program Fund applications within twelve
months after the TCDP receives the federal letter of credit would remain available to
potential Colonia Program Fund applicants during that program year to meet the 10%
colonia set-aside requirement and, if unallocated within the colonia fund, may be used
for other TCDP fund categories. Remaining unallocated funds are then subject to the
procedures described in paragraph (a) of this section.

(8) Funds recaptured under the Non-Border Colonia Fund from the withdrawal of an award
remain available to potential Non-Border Colonia Program Fund applicants during that
program year and, if unallocated within the colonia fund, may be used for other TCDP
fund categories. Remaining unallocated funds are then subject to the procedures
described in paragraph (a) of this section.

(9) Funds recaptured under the program year allocation for the Disaster Relief/Urgent Need
Fund from the withdrawal of an award are subject to the procedures described in
paragraph (a) of this section.

(10) Funds recaptured under the Small Towns Environment Program (STEP) Fund from the
withdrawal of an award will be made available in the next round of STEP competition
following the withdraw date in the same program year. If the withdrawn award had been
made in the last of the two competitions in a program year, the funds would go to the
next highest scoring applicant in the same STEP competition. If there are no unfunded
STEP applicants, then the funds would be available for other TCDP fund categories. Any
unallocated STEP funds are subject to the procedures described in paragraph (a) of this
section.

(11) Funds recaptured under the Microenterprise Loan Fund from the withdrawal of an award
are subject to the procedures described in paragraph (a) of this section.
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(12) Funds recaptured under the Small Business Loan Fund from the withdrawal of an award
are subject to the procedures described in paragraph (a) of this section.

(13) Funds recaptured under the Texas Capital Fund from the withdrawal of an award are
subject to the procedures described in paragraph (a) of this section.

Program Income

Program income is defined as gross income received by a state, a unit of general local government, or a
subrecipient of a unit of general local government that was generated from the use of CDBG funds. When
program income is generated by an activity that is only partially funded with CDBG funds, the income shall
be prorated to reflect the percentage of CDBG funds used. Any remaining program income must be used
to establish an approved Revolving Loan Fund (RLF) or returned to the State.

The State may use up to 2 percent of the amount recaptured and reportable to HUD each year for
administrative expenses under the Texas Community Development Program. This amount will be matched
by the State on a dollar-for-dollar basis.

Program income includes, but is not limited to, the following:

e Payments of principal and interest on loans using CDBG funds

e Proceeds from the sale of loans made with CDBG funds

e Gross income from the use or rental of real or personal property acquired by the unit of general
local government or a subrecipient with CDBG funds

e Gross income from the use, sale, or rental of real property and/or real property improvements
owned by the unit of general local government or subrecipient that was constructed or improved
with CDBG funds

e Gross income from the use of infrastructure improvements constructed or improved with CDBG
funds

e Funds collected through special assessments, impact fees or other additional fees from
benefiting businesses, if the special assessments or fees are used to recover all or part of the
CDBG portion of public improvements

e Proceeds from the disposition of equipment purchased with CDBG funds

¢ Interest earned on funds held in an RLF account

1. Texas Capital Fund Program Income

For program income generated through Texas Capital Fund projects, communities that elect to participate
in the recapture of program income for use at the local level through a designated Revolving Loan Fund
(RLF) will be limited to receiving one Texas Capital Fund contract award per program year. If a community
elects not to participate in the recapture of program income, the community may apply for as many Texas
Capital Fund awards as it has eligible projects. This determination must be made at the time of the
original award and cannot be changed with subsequent awards.

A local government, electing to retain program income at the local level, must have a Revolving Loan
Fund Plan (RLFP) approved in writing by the TCDP, prior to committing and expending any program
income. The RLFP shall be approved and must be used for economic development in accordance with
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Title | of the United States Housing and Community Development Act of 1974, as amended. The RLFP
must be submitted for approval no later than six (6) months from the commencement date of the
contract. Program income generated by the award prior to the TCDP approval of an RLFP must be
returned to the State.

Funds retained in the local RLF must be committed within three years of the original TCDP contract
programmatic close date and thereafter one award must be made every three years. Every award from
the RLF must be used to fund the same type of activity, for the same business, from which such income is
derived. ORCA and TDA will determine when an activity will be considered to be continued. If the local
government has not committed any RLF funds during the three-year period, all program income currently
retained in the local RLF and any future program income received must be returned to the State for use in
the statewide RLF.

Communities electing to retain program income through an approved RLF are required to monitor and
report to the State program income account balances reflecting amounts received and disbursed and the
status of outstanding loans or leases. Such report should also include information regarding RLF loans,
leases, and commitments made.

If the local government elects not to participate in program income recapture, fails to meet all
requirements of this section or requirements identified in Section 6 of its TCF/TCDP contract or an RLFP
is not submitted for approval within the first 6 months from the commencement date of the contract, then
all program income must be returned to the state. Program income returned to the state will be placed in
a statewide RLF for the purpose of providing funds for eligible economic development activities.

This section, “Texas Capital Fund Program Income,” replaces the Texas Capital Fund Program Income
Sections of the Final Statements for PYs 1989 through 1995 and affects all TCF local revolving loan
funds established by contracts awarded in PYS 1989 through 1995. The following provisions, however,
do not apply: 1) “The RLFP must be submitted for approval no later than six (6) months from the
commencement date of the contract. Program income generated by the award prior to TCDP approval of
an RLFP must be returned to the State.” 2) “...every award from the RLF must be used to fund the same
type of activity, for the same business, from which such income is derived.” 3) “...contract or an RLFP is
not submitted for approval within the first six (6) months from the commencement date of the contract,
then all program income must be returned to the state.”

2. Program Income Generated Through Housing Activities

For program income generated through housing activities funded through the Housing Fund or TCDP fund
categories other than the Texas Capital Fund, a local government, electing to retain program income at
the local level, must have a Revolving Loan Fund Plan (RLFP) approved in writing by the TCDP, prior to
committing and expending any program income. The RLFP shall be approved and must be used for
housing activities principally benefiting low to moderate income persons in accordance with Title | of the
United States Housing and Community Development Act of 1974, as amended.

The RLFP must be submitted for approval at least 60 days prior to the termination date of the contract
award generating the program income. This requirement shall also apply to 1996, 1997, 1998, 1999,
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2000, 2001, 2002, 2003, and 2004 Housing Fund contract awards. Program income generated by the
contract award prior to TCDP approval of an RLFP must be returned to the State.

Funds retained in the local RLF must be committed within three years of the original TCDP contract
programmatic close date and thereafter one award must be made every three years. If the local
government has not committed any RLF funds during the three year period, all program income currently
retained in the local RLF and any future program income received must be returned to the state for use in
the statewide RLF.

Communities electing to retain program income through an approved RLF are required to monitor and
report the amount of program income recaptured to the state with updates concerning the status of
outstanding loans or leases on a quarterly basis, including but not limited to payments received and
amendments to the original loan or lease agreement, as required by the TCDP.

If the local government elects not to participate in program income recapture or an RLFP is not approved
prior to the contract close-out, then all program income must be returned to the TCDP. Program income
returned to the TCDP will be placed in a statewide RLF for the purpose of providing funds for eligible
housing or other community development activities.

3. Microenterprise Loan Fund Program Income
Program income will be handled in accordance with HUD regulations. Additional guidance will be included
in the application guidelines.

4. Small Business Loan Fund Program Income

A local government, electing to retain program income at the local level, must have a Revolving Loan
Fund Plan (RLFP) approved in writing by the TCDP, prior to committing and expending any program
income. The RLFP shall be approved and must be used for economic development in accordance with
Title | of the United States Housing and Community Development Act of 1974, as amended. The RLFP
must be submitted for approval no later than six (6) months from the commencement date of the
contract. Program income generated by the award prior to the TCDP approval of an RLFP must be
returned to the State.

Funds retained in the local RLF must be committed within three years of the original TCDP contract
programmatic close date and thereafter one award must be made every three years. Every award from
the RLF must be used to fund the same type of activity, for the same business, from which such income is
derived. ORCA will determine when an activity will be considered to be continued. If the local government
has not committed any RLF funds during the three-year period, all program income currently retained in
the local RLF and any future program income received must be returned to the State for use in the
statewide RLF.

Communities electing to retain program income through an approved RLF are required to monitor and
report to the State program income account balances reflecting amounts received and disbursed and the
status of outstanding loans or leases. Such report should also include information regarding RLF loans,
leases, and commitments made.
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If the local government elects not to participate in program income recapture, fails to meet all
requirements of this section or requirements identified in Section 6 of its TCF/TCDP contract or an RLFP
is not submitted for approval within the first six (6) months from the commencement date of the contract,
then all program income must be returned to the state. Program income returned to the state will be
placed in a statewide RLF for the purpose of providing funds for eligible economic development activities.

APPLICATION INFORMATION

Types and Number of Applications
The following two types of applications are permitted under the Texas Community Development Program:

1. Single Jurisdiction Applications
An eligible applicant may submit one application on its own behalf. When certain situations exist, which

will be defined in TCDP application guides, an eligible city may submit an application that benefits
persons residing inside of the extraterritorial jurisdiction of the city, and a county may submit a single
jurisdiction application on behalf of a city. The submitting city or county is accountable to the TCDP for
financial compliance and program performance. If a city or county submits a single jurisdiction
application, or its residents are the beneficiaries of a single jurisdiction application, then the city or county
cannot participate in another single jurisdiction or multijurisdiction application for the same funding
category. Local accountability cannot be assigned to another party.

An application from an eligible city or county for a project that would primarily benefit another city or
county that was not meeting the TCDP application threshold requirements would be considered ineligible.

2. Multijurisdiction Applications

Multijurisdiction applications will be accepted from two or more eligible units of general local government
where the application clearly demonstrates that the proposed activities will mutually benefit the residents
of the cities/counties applying for such funds. One of the participating units of general local government
must be designated to act as the authorized applicant for the multijurisdiction application and the
authorized applicant is accountable to the TCDP for financial compliance and program performance;
however, all entities participating in the multijurisdiction application will be accountable for application
threshold compliance. A multijurisdiction application generally cannot be submitted solely on the basis of
administrative convenience. Any city or county participating in a multijurisdiction application may not
submit a single jurisdiction application for the same funding category.

Under the Community Development Fund regional competitions, a multijurisdiction application that
includes participating units of general local government from more than one state planning region will
compete in the regional competition where the majority of the application activity beneficiaries are
located.

Application Cycles

Because this is the second year of the biennial submission cycle for various funds with 2005 biennial
cycles, the 2006 cycle for these biennial funds must remain unchanged. The biennial funding cycles for
these fund categories will improve the timeliness of the expenditure of CDBG funds and therefore prove
more cost effective.
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The following table summarizes the proposed frequency of application submission for various application
types. The application deadline dates are subject to change:

APPLICATION

TYPE of APPLICATION SUBMISSION CYCLE DEADLINE
1. Community Development Fund Biennialt November 2004
2. Community Development Supplemental Fund Biennial November 2004
3. Non-Border Colonia Fund Biennial June 2005
4. Texas Capital Fund

Real Estate Program Four times annually

Infrastructure Program Four times annually

Main Street Program Annually

Downtown Revitalization Program Annually
5. Colonia Fund:

Construction Fund Biennial June 2005

EDAP Fund As-needed

Planning Fund Annually June 2006
6. Planning/Capacity Building Fund Biennialt November 2004
7. Disaster Relief/ Urgent Need Fund:

Disaster Relief As needed

Urgent Need? By notification
8. TCDP STEP Fund Two times annually
9. Microenterprise Loan Fund Annually
10. Small Business Loan Fund Annually
11. Section 108 Loan Guarantee Pilot Program Annually

1

2

The applications submitted for PY 2006 Community Development Fund, Community Development Supplemental Fund, and
Planning and Capacity Building Fund as part of the biennial application process have been scored and placed in rank order.
Applications already allocated for 2006 funding based on estimated 2006 funding allocations will be funded to the extent that
allocated 2006 funds are available. Applications submitted for the Colonia Construction Fund and Non-Border Colonia Fund will be
scored and placed in rank order. Applications that will be allocated for 2006 funding based on estimated 2006 funding allocations
will be funded to the extent that allocated 2006 funds are available. Only one application for the Community Development
Fund/Community Development Supplemental Fund, Colonia Construction Fund, Non-Border Colonia Fund, and the Planning and
Capacity Building Fund may be submitted for the combined PY 2005 and 2006 period. Because applications are considered
concurrently under both the Community Development and Community Development Supplemental Funds to determine the source
of funds, only one Community Development Fund/Community Development Supplemental Fund application may be submitted for
the 2005/2006 period (not one application for each fund).

Deobligated funds or program income not to exceed $1,000,000 may be available for the Urgent Need Fund.

Contract Awards
With the qualified exceptions of the Texas Capital Fund, Colonia Fund, Non-Border Colonia Fund, and

Disaster Relief/Urgent Need Fund, an applicant is eligible to receive only one grant award per fund.
Maximum and minimum contract awards for any single project allowable under the Texas Community
Development Program are:
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CONTRACT AWARD
FUND MAXIMUM MINIMUM
Community Development Fund
Single Applicant $ 800,0001 $ 75,0001
Multijurisdiction Application $ 800,0001 $ 75,0001
Community Development Supplemental Fund 1 1
Non-Border Colonia Fund $ 250,000 None
Texas Capital Fund
Real Estate Program $ 750,0002 $ 50,000
Infrastructure Program $ 750,0002 $ 50,000
Main Street Program $ 150,0003 $ 50,000
Downtown Revitalization Program $ 150,0003 $ 50,000
Colonia Fund
Construction Fund $ 500,000 $ 75,000
EDAP Fund $ 500,000 None
Area Planning Fund $ 100,0004 None
Comprehensive Planning Fund $ 200,0004 None
Planning/Capacity Building Fund $ 50,000 None
Disaster Relief/Urgent Need Fund
Disaster Relief Fund $ 350,000 $ 50,000
Urgent Need Fund $ 250,000% $ 25,000
TCDP STEP Fund $ 350,000 None
Microenterprise Loan Fund $ 100,0008 $ 50,000
Small Business Loan Fund $ 100,0007 $ 50,000
$ 500,0008 $ 400,000

© N o «a

Regional Review Committees are authorized to establish a grant maximum for their respective regions between
$250,000 and $800,000 for a single jurisdiction application and between $350,000 and $800,000 for a
multijurisdiction application. The maximum amount for a housing activity application is the same as other Community
Development Fund applications in the region. The maximum and minimum amounts for the Community Development
Supplemental Fund are the same maximum and minimum amounts established for the Community Development Fund
in the region.

The maximum contract award amount allows for administrative costs as outlined in the Texas Capital Fund Application
Guidelines. The maximum award amount may be increased to an amount greater than $750,000, but may not exceed
$1,000,000, if a unit of local government is applying for an award to provide infrastructure or real estate development
improvements on behalf of a specific business, and that specific business will create or retain a designated number of
jobs at a cost per job level that qualifies for the increased award amount. These increased award amounts are referred
to as “jumbo” awards. The number of jobs, the cost per job, and the maximum percentage of Texas Capital Fund
financing of the total project costs that will qualify an application for the increased award amount will be defined in
Texas Capital Fund Application Guidelines. Texas Capital Funds are not specifically reserved for projects that could
receive up to the $1,000,000 increased maximum grant amount, however, projects that receive an amount greater
than $750,000 may not exceed $2,000,000 in total awards during the program year.

Texas Capital Funds are specifically reserved for Main Street and the Downtown Revitalization infrastructure activities.
The maximum award amount for a Main Street or Downtown Revitalization project is $150,000. Main Street Program
projects may not exceed $600,000 in total awards. The Downtown Revitalization Program projects may not exceed
$1,200,000 in total awards.

For the Colonia Planning Fund 33% of the total allocation is allocated to the Colonia Area Planning Fund and 67% is
allocated to the Colonia Comprehensive Planning Fund. Any unobligated funds under either of these two funds may be
allocated to the other Colonia Planning Fund category, the Colonia Construction Fund, the Planning/Capacity Building
Fund, or other TCDP Fund categories if necessary to use the funds within the required obligation period. The maximum
grant award for the Colonia Comprehensive Planning Fund is set at $200,000. However, a sliding scale may be used to
establish smaller maximum grant amounts based on an eligible county’s total unincorporated area population.
Deobligated funds or program income not to exceed $1,000,000 may be available for the Urgent Need Fund.

Program income not to exceed $1,000,000 is available for the Microenterprise Loan Fund.

Program income not to exceed $1,000,000 is available for the Small Business Loan Fund.

Loan guarantee commitments totaling no more than $500,000 are authorized.
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Amounts shown are maximum funding levels or contract "ceilings," because the Program can fund only
the actual, allowable, and reasonable costs of the proposed project, not to exceed these amounts. All
grants, except Texas Capital Fund, awarded under the Texas Community Development Program are
subject to negotiation between ORCA and the applicant regarding the final grant amount. Texas Capital
Fund applications are subject to negotiation between the Texas Department of Agriculture and the
applicant regarding the final award amount.

Project Length
All funded projects, except the Texas Capital Fund, TCDP STEP Fund, and Colonia Self-Help Centers Fund

projects, must be completed within two years from the start date of the contract agreement. The Texas
Capital Fund Main Street and Downtown Revitalization program awards will be made for a 24 month
term. The other Texas Capital Fund programs and TCDP STEP Fund projects must be completed within
three years from the start date of the contract agreement. Contract end dates for Colonia Self-Help
Centers contracts may be adjusted to account for each program year award. Waivers of these
requirements for any TCDP contract will only be granted when a waiver request is submitted in writing to
ORCA or TDA (for Texas Capital Fund contracts) and ORCA or TDA finds that compelling circumstances
exist outside the control of the local government that justify the approval of such a waiver.

Review Process
1. Regional Review Committees (RRC) Composition and Role—There is a Regional Community

Development Review Committee in each of the 24 state planning regions. Each committee will be
comprised of 12 members appointed for two-year staggered terms by the Governor.

Each Regional Review Committee reviews and scores all applications within its region for the Community
Development Fund/Community Development Supplemental Fund. Furthermore, the Regional Review
Committees do not score but may review and comment on applications to other TCDP fund categories.
The scores for the Community Development Fund/Community Development Supplemental Fund and
comments on other applications are forwarded to the TCDP.

2. State Review Committee (SRC) Composition and Role—A State Community Development Review
Committee comprised of 12 local elected officials appointed by the Governor for two-year terms is
provided for by State statute. Chapter 487.353 of the Texas Government Code prescribes the duties of
the State Review Committee. Paragraph (i) states the committee shall: (1) consult with and advise the
executive director on the administration and enforcement of the community development block grant
program; and (2) review funding applications of eligible counties and municipalities, and advise and
assist the executive director regarding the allocation of program funds to those applicants. Paragraph (j)
says the committee may annually recommend to the executive director a formula for allocating funds to
each geographic state planning region.

3. Texas Capital Fund Review Process—The Texas Capital Fund applications will be reviewed and
evaluated by Texas Department of Agriculture staff in accordance with the established selection criteria.
Recommendations will be made to the Commissioner of the Texas Department of Agriculture for final
award.
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4. Clearinghouse Review—Regional review of projects will be consistent with guidelines adopted by the
Governor's Office for review and comment under the Texas Review and Comment System and Chapter
391, Texas Local Government Code.

5. Regional Water Plans—Water activities included in TCDP applications must be consistent with
Regional Water Plans promulgated by Senate Bill 1. (Passed during the 75th State of Texas Legislative
Session)

Applicant Threshold and Past Performance Requirements
A city or county must meet the following requirements in order to submit an application or to receive
funding through the Texas Community Development Program:

1.

Demonstrate the ability to manage and administer the proposed project, including meeting all
proposed benefits outlined in its application, by using the following criteria:
a. Provide the roles and responsibilities of local staff designated to administer or work on the
proposed project. Also, include a plan of project implementation;
b. Indicate intention to use a third-party administrator, if applicable; or
c. If local staff, along with a third-party administrator, will jointly administer the proposed project,
the respective roles and responsibilities of the designated local staff.

Demonstrate the financial management capacity to operate and maintain any improvements made
in conjunction with the proposed project, by using the following criteria:
a. Evidence of a financial person on staff, or evidence of intent to contract financial oversight; and
b. Provide evidence or a statement certifying that financial records for the proposed project will be
kept at an officially designated city/county site, accessible by the public, and will be adequately
managed on a timely basis using generally accepted accounting principles.

Levy a local property (ad valorem) tax or local sales tax option.

Demonstrate satisfactory performance on all previously awarded Texas Community Development
Program contracts, by using the following criteria:

a. Exhibited past responses to audit and monitoring issues (over the most recent 48 months
before the application due date) within prescribed times as indicated in ORCA’s resolution
letter(s);

b. Evidence related to past contracts (over the most recent 48 months before the application due
date), through close-out monitoring and reporting, that the activity or service was made
available to all intended beneficiaries, that low and moderate income persons were provided
access to the service, or there has been adequate resolution of issues regarding beneficiaries
served.

c. No outstanding delinquent response to a written request from TCDP regarding a request for
repayment of funds to TCDP; or

d. Not more than one outstanding delinquent response to a written request from TCDP regarding
compliance issues such as a request for closeout documents or any other required information.

Resolve any and all outstanding compliance and audit findings on previous and existing Texas
Community Development Program contracts, by using the following criteria:

2006 State of Texas Consolidated Plan One-Year Action Plan

50



Action Plans
CDBG

a. Applicant is actively participating in the resolution of any outstanding audit and/or monitoring
issues by responding with substantial progress on outstanding issues within the time specified
in the ORCA resolution process.

6. Submit any past due audit to ORCA in accordance with Title 10, Chapter 255, Subchapter A, Section

255.1 of the Texas Administrative Code.

a. A community with one year's delinquent audit may be eligible to submit an application for
funding by the established deadline, but may not receive a contract award if the audit continues
to be delinquent by the awards meeting of the State Review Committee, as applicable, or for all
other funding categories, prior to award by the Executive Director or by the Executive Committee
for awards over $300,000.

The Colonia Self-Help Center Fund and the Disaster Relief/Urgent Need Fund are exempt from
the threshold.

b. A community with two years of delinquent audits may not apply for additional funding and may
not receive a contract award. This applies to all funding categories under the Texas Community
Development Program.

The Colonia Self-Help Center Fund may be exempt from this threshold, since funds for the self-
help center funding is included in the program's state budget appropriation. Failure to meet the
threshold will be reported to the Legislative Budget Board for review and recommendation.

The Disaster Relief Fund may be exempt from this threshold. Failure to meet this threshold will
be forwarded to the Executive Committee for review and consideration.

7. 12-Month Applicant Threshold Requirement—Obligate at least 50 percent of the total TCDP funds
awarded under an open TCDP contract within 12 months from the start date of the contract or prior
to the application deadlines. This threshold is applicable to TCDP contracts with an original 24-
month contract period.

To meet this threshold, 50 percent of the TCDP funds must be obligated through executed contracts
for administrative services, engineering services, acquisition, construction, materials purchase, etc.
The TCDP contract activities do not have to be 50 percent completed, nor do 50 percent of the TCDP
contract funds have to be expended to meet this threshold.

Applicable to previously awarded TCDP Not Applicable to previously awarded TCDP
contracts under the following TCDP fund contracts under the following TCDP fund
categories categories or when an applicant meets the
eligibility criteria for the TCDP Disaster Relief
Fund
Community Development Fund Texas Capital Fund
Colonia Construction Fund Colonia Self-Help Centers Fund
Colonia Fund Planning Housing Rehabilitation Fund
Disaster Relief / Urgent Need Fund Housing Infrastructure Fund
Planning/Capacity Building Fund Texas STEP
Non-Border Colonia Fund Colonia Economically Distressed Areas

Disaster Recovery Initiative
Young vs. Martinez
Microenterprise Loan Fund
Small Business Loan Fund
Section 108 Loan Guarantee
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8.

9.

24-Month Applicant Threshold Requirement—Submit to ORCA the Certificate of Expenditures (COE)
report showing the expended TCDP funds and a final drawdown for any remaining TCDP funds as
required by the latest edition of the Texas Community Development Program Project Implementation
Manual. Any reserved funds on the COE must be approved in writing by TCDP staff.

For purposes of meeting this threshold “expended” means that the construction and services covered
by the TCDP funds are complete and a drawdown for the TCDP funds has been submitted prior to the
application deadlines.

This threshold will apply to an open TCDP contract with an original 24-month contract period and to
TCDP Contractors that have reached the end of the 24-month period prior to the application
deadlines as described below:

Applicable to previously awarded TCDP Not Applicable to previously awarded TCDP
contracts under the following TCDP fund contracts under the following TCDP fund
categories categories or when an applicant meets the
eligibility criteria for the TCDP Disaster Relief
Fund
Community Development Fund Texas Capital Fund
Colonia Construction Fund Colonia Self-Help Centers Fund
Colonia Fund Planning Housing Rehabilitation Fund
Disaster Relief / Urgent Need Fund Housing Infrastructure Fund
Planning/Capacity Building Fund Texas STEP (original 24-month contract, extended
Non-Border Colonia Fund to 36-months)

Colonia Economically Distressed Areas
Disaster Recovery Initiative

Young vs. Martinez

Microenterprise Loan Fund

Small Business Loan Fund

Section 108 Loan Guarantee

36-Month Applicant Threshold Requirement—Submit to ORCA the Certificate of Expenditures (COE)
report showing the expended TCDP funds and a final drawdown for any remaining TCDP funds as
required by the latest edition of the Texas Community Development Program Project Implementation
Manual. Any reserved funds on the COE must be approved in writing by TCDP staff.

For purposes of meeting this threshold “expended” means that the construction and services covered
by the TCDP funds are complete and a drawdown for the TCDP funds has been submitted prior to the
application deadlines.

This threshold is applicable for a previously awarded TCDP contract with an original 36-month
contract period or a STEP 24-month contract, extended to 36 months, and to TCDP Contractors that
have reached the end of the 36-month period prior to the application deadlines as described below:
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Applicable to previously awarded TCDP Not Applicable to previously awarded TCDP
contracts under the following TCDP fund contracts under the following TCDP fund
categories categories or when an applicant meets the

eligibility criteria for the TCDP Disaster Relief
Fund

Housing Infrastructure Fund Texas Capital Fund (see Texas Capital Fund Section)

---when the applicant is applying for Colonia Self-Help Centers Fund
the Housing Infrastructure Fund only Housing Rehabilitation Fund

Texas STEP (original 36-month contract Colonia Economically Distressed Areas

or original 24-month contract, extended to Disaster Recovery Initiative
36 months) Microenterprise Loan Fund

Small Business Loan Fund
Section 108 Loan Guarantee

10. TCDP funds cannot be expended in any county that is designated as eligible for the Texas Water
Development Board Economically Distressed Areas Program unless the county has adopted and is
enforcing the Model Subdivision Rules established pursuant to Section 16.343 of the Water Code.

11. Texas Capital Fund contractors must expend all but the reserved audit funds, or other reserved funds
that are pre-approved by Texas Department of Agriculture staff, awarded under a Texas Capital Fund
contract executed at least 36 months prior to the current program year application deadline and
submit to the Texas Department of Agriculture the Certificate of Expenditures required by the most
recent edition of the Texas Capital Fund Implementation Manual. Texas Capital Fund contractors
intending to submit a new application may not have an existing contract with an award date in excess
of 48 months prior to the application deadline date, regardless of extensions granted.

12. Based on a pattern of unsatisfactory (a) performance on previously awarded Texas Community
Development Program contracts, (b) management and administration of TCDP contracts, or (c)
financial management capacity based on a review of official financial records and audits, ORCA (or
TDA, in the case of the Texas Capital Fund applications) may determine that an applicant is ineligible
to apply for TCDP funding even though at the application date it meets the threshold and past
performance requirements. ORCA (or TDA, in the case of Texas Capital Fund applications) will
consider the most recent 48 months before the application due date. An applicant would still remain
eligible for funding under the Disaster Fund.

Application Selection Criteria
General Description
All projects under the Community Development Fund, Colonia Fund (except for the Colonia Economically
Distressed Areas Program Fund and Colonia Self-Help Centers Fund), Non-Border Colonia Fund, and the
Planning and Capacity Building Fund are evaluated and rated in accordance with a numerical point
system based on the following three major criteria:

(1) community/economic distress factors of the applicant

(2) project impact/design

(3) other considerations
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The points awarded under these criteria are combined to rank the projects in descending order. The
projects in each fund are selected based on this descending order and the availability of dollars in each
fund. For the Community Development Fund, the points under these criteria are divided between the
TCDP (350 points) and each of the 24 Regional Review Committees (350 points). For the statewide and
regional competitions, the TCDP staff scores the project impact/design factors.

Texas Capital Fund Real Estate Program, and Infrastructure Program projects are evaluated based upon
selection criteria that include, but are not limited to:
(1) Jobs
(2) Business Emphasis
(3) Feasibility
(4) Community Need

Texas Capital Fund Main Street Program and Downtown Revitalization Program projects are evaluated
based upon selection criteria that include, but are not limited to:

(1) Community Profile

(2) Project Feasibility

(3) Leverage Ratio

(4) Aiding in the Elimination of Slum an/or Blight Conditions

The final assignment of points for an applicant to the Community Development Fund, Colonia Fund, Non-
Border Colonia Fund, or the Planning and Capacity Building Fund is the total of the points received in the
above-mentioned criteria. All funding recommendations for the PY 2005 and PY 2006 Community
Development Fund, Community Development Supplemental Fund, and Planning and Capacity Building
Fund are provided to the State Review Committee for their recommendations. In addition, a grant award
exceeding $300,000 is reviewed by the ORCA Executive Committee and must receive Executive
Committee approval before the award is official. Awards are then provided to ORCA's Executive Director
for final award.

Except for Main Street Program applications, Texas Capital Fund applications are reviewed and evaluated
by Texas Department of Agriculture staff. The Texas Department of Agriculture staff and the Texas
Historical Commission review and evaluate the Main Street Program applications. Recommendations for
all Texas Capital Fund applications will be made to the Commissioner of the Texas Department of
Agriculture for final award.

In accordance with Section 2310.403, Government Code, preference will be given to applications from
governing bodies of communities designated as defense economic readjustment zones over other eligible
applications for TCDP grants and loans if at least 50% of the grant or loan will be expended for the direct
benefit of the readjustment zone and the purpose of the grant or loan is to promote TCDP-eligible
economic development in the community or for TCDP-eligible construction, improvement, extension,
repair, or maintenance of TCDP-eligible public facilities in the community.

Disaster Relief/Urgent Need applications must meet the threshold factors as discussed under the
"Description of Funds" section.
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Readiness to Proceed Requirements
In order to determine that the project is ready to proceed, the applicant must provide in its application
information that:

a. ldentifies the source of matching funds and provides evidence that the applicant has applied for
the nonlocal matching funds, and for local matching funds, evidence that local matching funds
would be available.

b. Provides written evidence of a ratified, legally binding agreement, contingent upon award,
between the applicant and the utility that will operate the project for the continual operation of
the utility system as proposed in the application. For utility projects that require the applicant or
service provider to obtain a Certificate of Convenience and Necessity for the target area proposed
in the application, provides written evidence that the Texas Commission on Environmental Quality
has received the applicant or service provider’s application.

c. Where applicable, provide a written commitment from service providers, such as the local water
or sewer utility, stating that they will provide the intended services to the project area if the
project is constructed.

Resources for Descriptions of Selection Criteria by Fund Category

The descriptions for the selection criteria for each fund category provide a basic framework of the
selection criteria and selection factors used to distribute the funds under each fund category. Additional
information on the selection criteria, selection factors and methods used to determine scores for these
fund categories is provided in the application guide for each fund category and in the Texas
Administrative Code at 10 T.A.C., Part 6, Chapter 255, Subchapter A. Community Development Fund and
Community Development Supplemental Fund applications are scored by TCDP Staff and by Regional
Review Committees. The selection criteria, factors, and methods used by each Regional Review
Committee to determine scores for the Community Development Fund/Community Development
Supplemental Fund are adopted by each Regional Review Committee and then made available to each
eligible applicant in the region.

The information currently available for fund categories in the Texas Administrative Code may not yet
reflect changes to selection criteria contained in this 2006 Action Plan for the PY 2006. Any changes to
the selection criteria will be published in the Texas Register prior to final adoption.

The Texas Administrative Code can be found on the State of Texas website at www.state.tx.us. Listed
below are the TCDP fund categories that are currently contained in the Texas Administrative Code.
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Texas Administrative Code, Title 10 T.A.C., Part 6, Chapter 255, Subchapter A

Section Section Title

255.1 General Provisions

255.2 Community Development Fund

255.3 Young v. Martinez Fund

255.4 Planning/Capacity Building Fund

2555 Disaster Relief Fund

255.6 Urgent Need Fund

255.7 Texas Capital Fund

255.8 Regional Review Committees

255.9 Colonia Fund

255.10 Housing Fund

255.11 Small Towns Environment Program Fund
255.12 Microenterprise Loan Fund

255.13 Small Business Loan Fund

255.14 Section 108 Loan Guarantee Pilot Program
255.15 Community Development Supplemental Fund
255.16 Non-Border Colonia Fund

Description of Selection Criteria by Fund Category

[ 1. COMMUNITY DEVELOPMENT FUND 700 Total Points Maximum
a. Community Distress—55 Points (Maximum)
e  Percentage of persons living in poverty 25 points
e  Per Capita Income 20 points
e Unemployment Rate 10 points

b.  Benefit to Low/Moderate-Income Persons—40 Points (Maximum)

Applicants are required to meet the 51% low/moderate income benefit for each activity as a threshold
requirement. Any project where at least 60% of the TCDP funds benefit low/moderate income persons will
receive 40 points.

c. _ Project Impact—0 to 175 Points (Maximum)
Information submitted in the application or presented to the Regional Review Committees is used by a

committee composed of TCDP staff to generate scores on the Project Impact factor.

Each application is scored by a committee composed of TCDP staff. Each committee member separately
evaluates an application and assigns a score within a predetermined scoring range based on the
application activities. The separate scores are then totaled and the application is assigned the average
score. The scoring ranges used for Project Impact scoring are:
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SCORING
ACTIVITIES RANGE
e  Water, Sewer, and Housing 17510145

e Eligible Public Facilities Located In A Defense Economic Readjustment Zone 17510 145
e  Street Paving, Drainage, Flood Control and Accessibility Activities for

Persons With Disabilities 160to 130
e  Fire Protection, Health Clinics, and Facilities Providing Shelter For Persons

With Special Needs (Hospitals, Nursing Homes, Convalescent Homes) 145t0 125
e  Community/Senior/Social Services Centers 135to 115
e Demolition/Clearance, Code Enforcement 135to0 115
e  Gas/Electrical Facilities and Solid Waste Disposal 130to 110
e  Access to Basic Telecommunications 125to0 105
e Jails, Detention Facilities 1251to0 105
e All Other Eligible Activities 115t0 85

Multiactivity projects that include activities in different scoring ranges receive a combination score within
the possible range. As an example, a project including street paving and demolition/clearance activities is
scored within a range of 150 to 115. If the project included a water activity also, the possible range would
be 175 to 115.

Other factors that are evaluated by the TCDP staff in the assignment of scores within the predetermined
scoring ranges for activities include, but are not limited to, the following:

Each application is scored based on how the proposed project will resolve the identified need and
the severity of the need within the applying jurisdiction.

Projects addressing basic human needs such as water, sewer, and housing generally are scored
higher than projects addressing other eligible activities.

Projects providing a first-time public facility or service generally receive a higher score than
projects providing an expansion or replacement of existing public facilities or services.

Public water and sewer projects providing a first-time public facility or service generally receive a
higher score than other eligible first-time public facility or service projects.

Projects designed to bring existing services up to at least the state minimum standards as set by
the applicable regulatory agency are generally also given additional consideration.

Projects designed to address drought-related water supply problems are generally also given
additional consideration.

Water and sewer projects providing first-time water or sewer service through a privately-owned
for-profit utility or an expansion/improvement of the existing water or sewer service provided
through a privately-owned for-profit utility may, on a case-by-case basis, receive less
consideration than the consideration given to projects providing these services through a public
nonprofit organization.

Projects that include self-help methods (volunteer labor, donated materials, donated equipment,
etc.) to significantly reduce the project cost or to significantly increase the proposed
improvements are generally given additional consideration.
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d. Matching Funds—60 Points (Maximum)
Applicant(s) population equal to or less than 1,500 according to the 2000 Census:

e  Match equal to or greater than 5% of grant request 60 points
e  Match at least 4% but less than 5% of grant request 40 points
e  Match at least 3%, but less than 4% of grant request 20 points
e  Match at least 2%, but less than 3% of grant request 10 points
e  Match less than 2% of grant request 0 points

Applicant(s) population equal to or less than 3,000 but over 1,500 according to the 2000 Census:

e Match equal to or greater than 10% of grant request 60 points
e  Match at least 7.5% but less than 10% of grant request 40 points
e  Match at least 5%, but less than 7.5% of grant request 20 points
e  Match at least 2.5%, but less than 5% of grant request 10 points
e  Match less than 2.5% of grant request 0 points

Applicant(s) population equal to or less than 5,000 but over 3,000 according to the 2000 Census:
e Match equal to or greater than 15% of grant request 60 points
e  Match at least 11.5% but less than 15% of grant request 40 points
e  Match at least 7.5%, but less than 11.5% of grant request 20 points
e  Match at least 3.5%, but less than 7.5% of grant request 10 points
e  Match less than 3.5% of grant request 0 points

Applicant(s) population over 5,000 according to the 2000 Census:
[ )

Match equal to or greater than 20% of grant request 60 points
e  Match at least 15% but less than 20% of grant request 40 points
e  Match at least 10%, but less than 15% of grant request 20 points
e  Match at least 5%, but less than 10% of grant request 10 points
e  Match less than 5% of grant request 0 points

TCDP funds cannot be used to install street/road improvements in areas that are not currently receiving
water or sewer service from a public or private service provider unless the applicant provides matching
funds equal to at least 50 percent of the total construction cost budgeted for the street/road
improvements. This requirement will not apply when the applicant provides assurance that the
street/road improvements proposed in the application will not be impacted by the possible installation of
water or sewer lines in the future because sufficient easements and rights-of-way are available for the
installation of such water or sewer lines.

The population category under which county applications are scored is dependent upon the project type
and the beneficiary population served. If the project is for beneficiaries for the entire county, the total
population of the county is used. If the project is for activities in the unincorporated area of the county
with a target area of beneficiaries, the population category is based on the unincorporated residents for
the entire county. For county applications addressing water and sewer improvements in unincorporated
areas, the population category is based on the actual number of beneficiaries to be served by the project
activities.

The population category under which multijurisdiction applications are scored is based on the combined
populations of the applicants according to the 2000 Census.
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Applications that include a housing rehabilitation and/or affordable new permanent housing activity for
low and moderate income persons as a part of a multiactivity application do not have to provide any
matching funds for the housing activity. This exception is for housing activities only. The TCDP does not
consider sewer or water service lines and connections as housing activities.

Demolition/clearance and code enforcement, when done in the same target area in conjunction with a
housing rehabilitation activity, is counted as part of the housing activity. When demolition/clearance and
code enforcement are proposed activities, but are not part of a housing rehabilitation activity, then the
demolition/clearance and code enforcement are not considered as housing activities and are counted
towards the ratio of local match to TCDP funds requested. Any additional activities, other than related
housing activities, are scored based on the percentage of match provided for the additional activities.

e. _Other Considerations—20 Points (Maximum)
Ten (10) points of the 20 points are awarded to each applicant that did not receive a 2003 or 2004

Community Development Fund contract award or a 2003 or 2004 Housing Rehabilitation Fund contract
award.

An applicant can receive from ten to zero points based on the applicant’s past performance on previously
awarded TCDP contracts. The applicant’s score will be primarily based on our assessment of the
applicant’s performance on the applicant’s two most recent TCDP contracts that have reached the end of
the original contract period stipulated in the contract. The TCDP will also assess the applicant’s
performance on existing TCDP contracts that have not reached the end of the original contract period.
Applicants that have never received a TCDP grant award will automatically receive these points. The TCDP
will assess the applicant’s performance on TCDP contracts up to the application deadline date. The
applicant’s performance after the application deadline date will not be evaluated in this assessment. The
evaluation of an applicant’s past performance will include, but is not necessarily limited to the following:
e The applicant’s completion of the previous contract activities within the original contract period.
e The applicant’s submission of all contract reporting requirements such as Quarterly Progress
Reports, Certificates of Expenditures, and Project Completion Reports.
e The applicant’s submission of the required close-out documents within the period prescribed for
such submission.
e The applicant’s timely response to monitoring findings on previous TCDP contracts especially any
instances when the monitoring findings included disallowed costs.
e The applicant’s timely response to audit findings on previous TCDP contracts.

f.__ Regional Review Committee (RRC)—350 Points (Maximum)

e  Project Priorities 100 points(Minimum)
e  Local Effort 75 points (Minimum)
e  Merits of the Project 175 points (Maximum)

In general, the RRC must establish the method its members will use to score each of the three factors,
consistent with HUD regulations as determined by TCDP. The method must be described in the RRC
Guidelines and made available to communities in the region for use in preparing applications.

Housing—Each region is encouraged to allocate 8%, or a greater or lesser percentage, of its Community
Development Fund allocation to housing projects proposed in and for that region. Under a housing

2006 State of Texas Consolidated Plan One-Year Action Plan
59



ACTION PLANS
CDBG

allocation, the highest ranked applications for housing activities, regardless of the position in the overall
ranking, would be selected to the extent permitted by the housing allocation level. If the region allocates a
percentage its funds to housing and applications conforming to the maximum and minimum amounts are
not received to use the entire housing allocation, the remaining funds may be used for other eligible
activities.

(). Project Priorities—(100 Points Minimum for Highest Priority Level)
The RRC must establish in the RRC Guidelines the priorities of project activities and the specific number
of points that will be awarded for each priority level.

(i). Local Effort—(75 points Minimum)
Under the Local Effort category, the RRC reviews and scores based on efforts being made by applicants in
utilizing local resources for community development. The RRC must establish the method its members
will use to score this factor, consistent with HUD regulations as determined by TCDP. The following
guestions are examples of questions that may be considered by the RRC and they may be revised,
omitted or other criteria/factors may be considered as deemed appropriate:
1. What is the local ad valorem (property) tax rate? (including for counties the base rate and
combined rates.)
2. What is the delinquency rate for the property tax for a specific time period?
3. What are the current tax rates levied by taxing districts in the jurisdiction and which taxes affect
the proposed project area?
4. What is the total tax rate as of a certain date (from all jurisdictions) paid by the applicant's
residents and the residents in the proposed project area?
5. When was the last tax rate or property valuation increase for the applicant's jurisdiction, including
the project area?
6. Does the applicant levy the local sales tax option, 4A sales tax, 4B sales tax, or other local sales?
If so, what is the tax rate(s) and the amount of sales tax revenue collected during previous 12
months?
7. What is the applicant's per capita bond (bond and long-term debt) indebtedness for principal
only? For principal and interest? (Based on 2000 Census data as available)
8. What are the applicant's water and sewer rates (including residential rates) for the project area?
9. What would a household with 5,000 gallon/month usage pay in water and sewer bills (based on
residential rates in the project area?
10. When was the last increase in water and/or sewer rates (including residential rates) for the
project area?
11. Historically, has the applicant or applicable utility funded improvements with local funds, bond
debt, long-term debt, or grants?
12. Who provides the utilities in the project area?
13. What is the unencumbered reserve and how much was reserved for particular projects at the end
of the last fiscal year?
14. Is there any information not specifically requested that the applicant would like to present to the
Committee concerning their efforts locally?
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(iii). Merits of the Project—(175 Points Maximum)
The RRC awards points based on the merits of the project, particularly the severity of need of the project.

This factor would not consider local effort, which is scored under the preceding factor. The RRC must
establish the method its members will use to score this factor, consistent with HUD regulations as
determined by TCDP. The following questions are examples of questions that may be considered by the
RRC and they may be revised, omitted or other criteria/factors may be considered as deemed
appropriate:

1. What is the severity of the need for this project?

2. To what extent will this project resolve the problem?

3. Does the project appear to be the most feasible method of addressing the problem?

4. Does this project address the problem for only a small target area or for the entire community?

5. s there an alternate method for the applicant to solve the problem, (i.e., has the applicant sought
funding from other sources such as state and federal agencies)?
What is the cost in TCDP dollars requested per beneficiary?
7. Has this project been submitted in the past?
8. Is there a clearly identified “self-help” component provided for in the project?

o

(iv) The committee must establish, as part of the organizational meeting, a scoring methodology for each
of the selection factors listed under Local Effort and Merits of the Project consistent with HUD regulations,
as determined by TCDP. The scoring procedure must prescribe the method of documenting the
committee member’s score. For example, the committee may have scoring ranges such as 100 percent
to 90 percent of maximum points possible if certain criteria are met, 90 percent to 80 percent if other
criteria are met, 80 percent to 60 percent if other criteria are met, and so forth for 60 percent to 40
percent and 40 percent to 20 percent of the maximum points. As part of the process, the committee must
retain documentation showing how each committee member awarded points under this factor and
provide a copy of this documentation to the TCDP.

The RRC is encouraged to assess the regional housing needs and the manner of determining that
housing needs are addressed and appropriately considered as part of the review and scoring process.
The RRC must determine whether it will have a housing set-aside and include the decision and amount of
housing set-aside in the RRC Guidelines.

Each Regional Review Committee must score all of the three required scoring factors.

Community Development Fund Marginal Competition
Due to the two-year funding cycle proposed for PYs 2005 and 2006, a Community Development Fund

pooled marginal competition was not conducted for PY 2005. A pooled marginal competition may be
conducted for PY 2006 using available funds if the State’s 2006 allocation is not decreased significantly
from the State’s estimated 2006 Community Development/Community Development Supplemental
Funds allocations.

All applicants whose marginal amount available is under $75,000 will automatically be considered under
this competition.

When the marginal amount left in a regional allocation is equal to or above the TCDP grant minimum of
$75,000, the marginal applicant may scale down the scope of the original project design, and accept the
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marginal amount, if the reduced project is still feasible. Alternatively, such marginal applicants may
choose to compete under the pooled marginal fund competition for the possibility of full project funding.

This fund consists of all regional marginal amounts of less than $75,000, any funds remaining from
regional allocations where the number of fully funded eligible applicants does not utilize a region's entire
allocation and the contribution of marginal amounts larger than $75,000 from those applicants opting to
compete for full funding rather than accept their marginal amount.

The scoring factors used in this competition are the TCDP Community Development Fund scoring factors
(maximum of 350 points). Applicants' scores on the Community Distress scoring factors will be
recalculated based on the applicants competing in the marginal pool competition only. The Benefit to
Low/moderate-Income Persons, Project Impact, Matching Funds, and Other Considerations scores are
part of the total score received in this competition, but they are not rescored.

The marginal competition will incorporate the Community Development Supplemental Fund as described
in Section IV (C) (2a).

| 2. COMMUNITY DEVELOPMENT SUPPLEMENTAL FUND 360 Total Points Maximum |
a. Regional Review Committee (RRC)—350 Points (Maximum)
e  Project Priorities 100 points(Minimum)
e  Local Effort 75 points (Minimum)
e  Merits of the Project 175 points (Maximum)

b. Past Performance TCDP scored—10 points (Maximum)
In general, the RRC must establish the method its members will use to score each of the three factors,

consistent with HUD regulations as determined by TCDP. The method must be described in the RRC
Guidelines and made available to communities in the region for use in preparing applications.

Housing—Each region is encouraged to allocate 8 percent, or a greater or lesser percentage, of its
Community Development Fund allocation to housing projects proposed in and for that region. Under a
housing allocation, the highest ranked applications for housing activities, regardless of the position in the
overall ranking, would be selected to the extent permitted by the housing allocation level. If the region
allocates a percentage its funds to housing and applications conforming to the maximum and minimum
amounts are not received to use the entire housing allocation, the remaining funds may be used for other
eligible activities.

(i) Project Priorities—(100 Points Minimum for Highest Priority Level)
The RRC must establish in the RRC Guidelines the priorities of project activities and the specific number
of points that will be awarded for each priority level.

(ii). Local Effort—(75 points Minimum)

Under the Local Effort category, the RRC reviews and scores based on efforts being made by applicants in
utilizing local resources for community development. The RRC must establish the method its members
will use to score this factor, consistent with HUD regulations as determined by TCDP. The following
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questions are examples of questions that may be considered by the RRC and they may be revised,
omitted or other criteria/factors may be considered as deemed appropriate:

1.

10.

11.

12.
13.

14.

What is the local ad valorem (property) tax rate? (including for counties the base rate and
combined rates.)

What is the delinquency rate for the property tax for a specific time period?

What are the current tax rates levied by taxing districts in the jurisdiction and which taxes affect
the proposed project area?

What is the total tax rate as of a certain date (from all jurisdictions) paid by the applicant's
residents and the residents in the proposed project area?

When was the last tax rate or property valuation increase for the applicant's jurisdiction, including
the project area?

Does the applicant levy the local sales tax option, 4A sales tax, 4B sales tax, or other local sales?
If so, what is the tax rate(s) and the amount of sales tax revenue collected during previous 12
months?

What is the applicant's per capita bond (bond and long-term debt) indebtedness for principal
only? For principal and interest? (Based on 2000 Census data as available)

What are the applicant's water and sewer rates (including residential rates) for the project area?
What would a household with 5,000 gallon/month usage pay in water and sewer bills (based on
residential rates in the project area?

When was the last increase in water and/or sewer rates (including residential rates) for the
project area?

Historically, has the applicant or applicable utility funded improvements with local funds, bond
debt, long-term debt, or grants?

Who provides the utilities in the project area?

What is the unencumbered reserve and how much was reserved for particular projects at the end
of the last fiscal year?

Is there any information not specifically requested that the applicant would like to present to the
Committee concerning their efforts locally?

(iii). Merits of the Project—(175 Points Maximum)

The RRC awards points based on the merits of the project, particularly the severity of need of the project.
This factor would not consider local effort, which is scored under the preceding factor. The RRC must
establish the method its members will use to score this factor, consistent with HUD regulations as
determined by TCDP. The following questions are examples of questions that may be considered by the
RRC and they may be revised, omitted or other criteria/factors may be considered as deemed
appropriate:

1.

2
3.
4.
5

N o

What is the severity of the need for this project?

To what extent will this project resolve the problem?

Does the project appear to be the most feasible method of addressing the problem?

Does this project address the problem for only a small target area or for the entire community?

Is there an alternate method for the applicant to solve the problem, (i.e., has the applicant sought
funding from other sources such as state and federal agencies)?

What is the cost in TCDP dollars requested per beneficiary?

Has this project been submitted in the past?

Is there a clearly identified “self-help” component provided for in the project?
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(iv) The committee must establish, as part of the organizational meeting, a scoring methodology for each
of the selection factors listed under Local Effort and Merits of the Project consistent with HUD regulations,
as determined by TCDP. The scoring procedure must prescribe the method of documenting the
committee member’s score. For example, the committee may have scoring ranges such as 100 percent
to 90 percent of maximum points possible if certain criteria are met, 90 percent to 80 percent if other
criteria are met, 80 percent to 60 percent if other criteria are met, and so forth for 60 percent to 40
percent and 40 percent to 20 percent of the maximum points. As part of the process, the committee must
retain documentation showing how each committee member awarded points under this factor and
provide a copy of this documentation to the TCDP.

The RRC is encouraged to assess the regional housing needs and the manner of determining that
housing needs are addressed and appropriately considered as part of the review and scoring process.
The RRC must determine whether it will have a housing set-aside and include the decision and amount of
housing set-aside in the RRC Guidelines.

Each Regional Review Committee must score all of the three required scoring factors.

Past Performance—TCDP scored
An applicant can receive from ten to zero points based on the applicant’s past performance on previously
awarded TCDP contracts. The applicant’s score will be primarily based on our assessment of the
applicant’s performance on the applicant’s two most recent TCDP contracts that have reached the end of
the original contract period stipulated in the contract. The TCDP will also assess the applicant’s
performance on existing TCDP contracts that have not reached the end of the original contract period.
Applicants that have never received a TCDP grant award will automatically receive these points. The TCDP
will assess the applicant’s performance on TCDP contracts up to the application deadline date. The
applicant’s performance after the application deadline date will not be evaluated in this assessment. The
evaluation of an applicant’s past performance will include, but is not necessarily limited to the following:
e The applicant’s completion of the previous contract activities within the original contract period.
e The applicant’s submission of all contract reporting requirements such as Quarterly Progress
Reports, Certificates of Expenditures, and Project Completion Reports.
e The applicant’s submission of the required close-out documents within the period prescribed for
such submission.
e The applicant’s timely response to monitoring findings on previous TCDP contracts especially any
instances when the monitoring findings included disallowed costs.
e The applicant’s timely response to audit findings on previous TCDP contracts.

Marginal competition. The marginal competition will incorporate the Community Development
Supplemental Fund as described in Section IV (C) (2a).

| 3. TEXAS CAPITAL FUND Real Estate, and Infrastructure Programs |

The selection criteria for the Real Estate and Infrastructure Programs of the Texas Capital Fund will focus
upon factors which may include, but which are not limited to, the following:

a. Creation or retention of jobs primarily for low to moderate income persons

b. Creation or retention of jobs primarily in areas of above average unemployment and poverty
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Generation of a greater ratio of private investment to Texas Capital Fund investment
Expansion of markets through manufacturing and/or value-added processing
Provision of job opportunities at the lowest possible Texas Capital Fund cost per job
Benefit to areas of the state most in need by considering job impact to community
Assistance for small businesses and Historically Underutilized Businesses
Feasibility of project and ability to create and/or retain jobs

Se ~o a0

Following the assessment based on the selection criteria described above, projects will be reviewed and
evaluated upon the following additional factors: history of the applicant community in the program;
strength of business or marketing plan; management experience of the business’ principals; and
justification of minimum Texas Capital Fund contribution necessary to serve the project.

| 4. TEXAS CAPITAL FUND Main Street Program |

The selection criteria for the Main Street Program of the Texas Capital Fund will focus upon factors which
may include, but which are not limited to, the following:
a. Aid in the elimination of slum or blight
b. The applicant must have been designated by the Texas Historical Commission as a Main Street
City
Feasibility of project
Generation of a greater ratio of private investment to Texas Capital Fund investment
Texas Historical Commission scoring
Community profile

-0 oo

Following the assessment based on the selection criteria described above, projects will be reviewed and
evaluated upon the following additional factors: history of the applicant community in the program;
strength of marketing plan; and justification of minimum Texas Capital Fund contribution necessary to
serve the project.

| 5. TEXAS CAPITAL FUND Downtown Revitalization Program |

The selection criteria for the Downtown Revitalization Program of the Texas Capital Fund will focus upon
factors which may include, but which are not limited to, the following:

a. Aid in the elimination of slum or blight

b. Feasibility of project

c. Generation of a greater ratio of private investment to Texas Capital Fund investment

d. Community profile

Following the assessment based on the selection criteria described above, projects will be reviewed and
evaluated upon the following additional factors: strength of marketing plan and justification of minimum
Texas Capital Fund contribution necessary to serve the project.
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| 6.  COLONIA CONSTRUCTION FUND 430 Total Points Maximum
a. __Community Distress—40 Points (Maximum)
e  Percentage of persons living in poverty 15 points
e  Per Capita Income 15 points
e  Percentage of housing units without complete plumbing 10 points

b. _ Benefit to Low/Moderate-Income Persons—30 Points (Maximum)

A formula is used to determine the percentage of TCDP funds benefiting low to moderate income persons.
The percentage of low to moderate income persons benefiting from each construction, acquisition, and
engineering activity is multiplied by the TCDP funds requested for each corresponding construction,
acquisition, and engineering activity. Those calculations determine the amount of TCDP benefiting low to
moderate income person for each of those activities. Then, the funds benefiting low to moderate income
persons for each of those activities are added together and divided by the TCDP funds requested minus
the TCDP funds requested for administration to determine the percentage of TCDP funds benefiting low to
moderate income persons. Points are then awarded in accordance with the following scale:

100% to 90% of TCDP funds benefiting low to moderate income persons 30
89.99% to 80% of TCDP funds benefiting low to moderate income persons 25
79.99% to 70% of TCDP funds benefiting low to moderate income persons 20
69.99% to 60% of TCDP funds benefiting low to moderate income persons 15
Below 60% of TCDP funds benefiting low to moderate income persons 5
c. __Project Priorities—195 Points (Maximum)
e  Activities (service lines, service connections, and/or plumbing improvements)

providing public access to EDAP-funded water or sewer systems 195
e  First time public Water service activities (including yard service lines) 145
e  First time public Sewer service activities (including yard service lines) 145
o Installation of approved residential on-site wastewater disposal systems 145
e  Housing Activities 140
e  First time Water and/or Sewer service through a privately owned for-profit utility 135
e  Expansion or improvement of existing Water and/or Sewer service 110
e Street Paving and Drainage activities 75
e All Other eligible activities 20

A weighted average is used to assign scores to applications that include activities in the different Project
Priority scoring levels. Using as a base figure the TCDP funds requested minus the TCDP funds requested
for engineering and administration, a percentage of the total TCDP construction dollars for each activity
will be calculated. The percentage of the total TCDP construction dollars for each activity will then be
multiplied by the appropriate Project Priorities point level. The sum of these calculations determines the
composite Project Priorities score.

d. Project Design—135 Points (Maximum)

Each application is scored by a committee composed of TCDP staff using the following information
submitted in the application to generate scores on the project design factor:
e For projects other than water and waste water, whether the applicant has already met its basic
water and waste water needs.
e Whether the project has provided for future funding necessary to sustain the project.
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The severity of need within the colonia area(s) and how the proposed project resolves the
identified need. Additional consideration is given to water system improvements addressing the
impacts from the current drought conditions in the state.

The applicant will use TCDP funds to provide water or sewer connections, yard service lines,
and/or plumbing improvements associated with providing access for colonia residents to water or
sewer systems funded by the Texas Water Development Board Economically Distressed Areas
Program (EDAP).

The applicant’s past efforts (with emphasis on the applicant’s most recent efforts) to address
water, sewer, and housing needs in colonia areas through applications submitted under the TCDP
Community Development Fund or through the use of CDBG entitlement funds.

The TCDP cost per low/moderate income beneficiary.

Whether the applicant has provided any local matching funds for administrative, engineering, or
construction activities.

If applicable, the projected water and/or sewer rates after completion of the project based on
3,000 gallons, 5,000 gallons and 10,000 gallons of usage.

The ability of the applicant to utilize the grant funds in a timely manner.

Whether the applicant has waived the payment of water or sewer service assessments, capital
recovery fees, and any other access fees for the low and moderate income project beneficiaries.
The availability of grant funds to the applicant for project financing from other sources.

The applicant's past performance on previously awarded TCDP contracts.

e. _Matching Funds—20 Points (Maximum)

Applicant(s) population equal to or less than 1,500 according to the 2000 Census:

e  Match equal to or greater than 5% of grant request 20 points
e  Match at least 2%, but less than 5% of grant request 10 points
e  Match less than 2% of grant request 0 points

Applicant(s) population equal to or less than 3,000 but over 1,500 according to the 2000 Census:

e Match equal to or greater than 10% of grant request 20 points
e  Match at least 2.5%, but less than 10% of grant request 10 points
e  Match less than 2.5% of grant request 0 points

Applicant(s) population equal to or less than 5,000 but over 3,000 according to the 2000 Census:

e  Match equal to or greater than 15% of grant request 20 points
e  Match at least 3.5%, but less than 15% of grant request 10 points
e  Match less than 3.5% of grant request 0 points

Applicant(s) population over 5,000 according to the 2000 Census:

e Match equal to or greater than 20% of grant request 20 points
e  Match at least 5%, but less than 20% of grant request 10 points
e  Match less than 5% of grant request 0 points

The population category under which county applications are scored is dependent upon the project type
and the beneficiary population served. If the project is for activities in the unincorporated area of the
county with a target area of beneficiaries, the population category is based on the unincorporated
residents for the entire county. For county applications addressing water and sewer improvements in
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unincorporated areas, the population category is based on the actual number of beneficiaries to be
served by the project activities.

The population category under which multijurisdiction applications are scored is based on the combined
populations of the applicants according to the 2000 Census.

Applications that include a housing rehabilitation and/or affordable new permanent housing activity for
low and moderate income persons as a part of a multiactivity application do not have to provide any
matching funds for the housing activity. This exception is for housing activities only. The TCDP does not
consider sewer or water service lines and connections as housing activities. The TCDP also does not
consider on-site wastewater disposal systems as housing activities.

Demolition/clearance and code enforcement, when done in the same target area in conjunction with a
housing rehabilitation activity, is counted as part of the housing activity. When demolition/clearance and
code enforcement are proposed activities, but are not part of a housing rehabilitation activity, then the
demolition/clearance and code enforcement are not considered as housing activities. Any additional
activities, other than related housing activities, are scored based on the percentage of match provided for
the additional activities.

Past Performance—10 points (Maximum)
An applicant can receive from ten to zero points based on the applicant’s past performance on previously
awarded TCDP contracts. The applicant’s score will be primarily based on our assessment of the
applicant’s performance on the applicant’s two most recent TCDP contracts that have reached the end of
the original contract period stipulated in the contract. The TCDP will also assess the applicant’s
performance on existing TCDP contracts that have not reached the end of the original contract period.
Applicants that have never received a TCDP grant award will automatically receive these points. The TCDP
will assess the applicant’s performance on TCDP contracts up to the application deadline date. The
applicant’s performance after the application deadline date will not be evaluated in this assessment. The
evaluation of an applicant’s past performance will include, but is not necessarily limited to the following:
e The applicant’s completion of the previous contract activities within the original contract period.
e The applicant’s submission of all contract reporting requirements such as Quarterly Progress
Reports, Certificates of Expenditures, and Project Completion Reports.
e The applicant’s submission of the required close-out documents within the period prescribed for
such submission.
e The applicant’s timely response to monitoring findings on previous TCDP contracts especially any
instances when the monitoring findings included disallowed costs.
e The applicant’s timely response to audit findings on previous TCDP contracts.

Colonia Construction Fund Marginal Applicant

The marginal applicant is the applicant whose score is high enough for partial funding of the applicant's
original grant request. If the marginal amount available to this applicant is equal to or more than the
Colonia Construction Fund grant minimum of $75,000, the marginal applicant may scale down the scope
of the original project design, and accept the marginal amount, if the reduced project is still feasible. In
the event that the marginal amount remaining in the Colonia Construction Fund allocation is less than
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$75,000, then the remaining funds will be used to either fund a Colonia Planning Fund application or will
be reallocated to other established TCDP fund categories.

| 7. COLONIA ECONOMICALLY DISTRESSED AREAS PROGRAM FUND |

The allocation is distributed on an as-needed basis to eligible counties, and nonentitlement cities located
in those counties, that are eligible under the TCDP Colonia Fund and Texas Water Development Board’s
Economically Distressed Areas Program (TWDB EDAP). Unutilized funds under this program may be
redistributed among the established PY 2006 fund categories, for otherwise eligible projects.

Eligible projects shall be located in unincorporated colonias; in colonias located in eligible nonentitiement
cities that annexed the colonia and the application for improvements in the colonia is submitted within 5
years from the effective date of the annexation; or in colonias located in eligible nonentitiement cities
where the city is in the process of annexing the colonia where the improvements are to be made.

Eligible applicants may submit an application that will provide assistance to colonia residents that cannot
afford the cost of service lines, service connections, and plumbing improvements associated with being
connected to a TWDB EDAP-funded water and sewer system improvement project. An application cannot
be submitted until the construction of the TWDB EDAP-funded water or sewer system begins.

Eligible program costs include water distribution lines and sewer collection lines providing connection to
water and sewer lines installed through the Texas Water Development Board’s Economically Distressed
Areas Program (when approved by the TCDP), taps and meters (when approved by the TCDP), yard service
lines, service connections, plumbing improvements, and connection fees, and other eligible approved
costs associated with connecting an income-eligible family’s housing unit to the TWDB improvements.

TCDP staff will evaluate the following factors prior to awarding Colonia Economically Distressed Areas
Program funds:

e The proposed use of the TCDP funds including the eligibility of the proposed activities and the
effective use of the funds to provide water or sewer connections/yard lines to water/sewer
systems funded through EDAP.

e The ability of the applicant to utilize the grant funds in a timely manner.

e The availability of grant funds to the applicant for project financing from other sources.

e The applicant's past performance on previously awarded TCDP contracts.

e Cost per beneficiary.

| 8. COLONIA AREA PLANNING FUND 340 Total Points Maximum
a. Community Distress—40 Points (Maximum)
e  Percentage of persons living in poverty 15 points
e  Per Capita Income 15 points
e  Percentage of housing units without complete plumbing 10 points

b. Benefit to Low/Moderate-Income Persons—30 Points (Maximum)
Points are then awarded based on the low to moderate income percentage for all of the colonia areas

where planning activities are located according to the following scale:
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100% to 90% of TCDP funds benefiting low to moderate income persons 30
89.99% to 80% of TCDP funds benefiting low to moderate income persons 25
79.99% to 70% of TCDP funds benefiting low to moderate income persons 20
69.99% to 60% of TCDP funds benefiting low to moderate income persons 15
Below 60% of TCDP funds benefiting low to moderate income persons 5

c. Matching Funds—20 Points (Maximum)

Applicant(s) population equal to or less than 1,500 according to the 2000 Census:

e  Match equal to or greater than 5% of grant request 20 points
e  Match at least 2%, but less than 5% of grant request 10 points
e  Match less than 2% of grant request 0 points

Applicant(s) population equal to or less than 3,000 but over 1,500 according to the 2000 Census:

e  Match equal to or greater than 10% of grant request 20 points
e  Match at least 2.5%, but less than 10% of grant request 10 points
e  Match less than 2.5% of grant request 0 points

Applicant(s) population equal to or less than 5,000 but over 3,000 according to the 2000 Census:

e Match equal to or greater than 15% of grant request 20 points
e  Match at least 3.5%, but less than 15% of grant request 10 points
e  Match less than 3.5% of grant request 0 points

Applicant(s) population over 5,000 according to the 2000 Census:

e Match equal to or greater than 20% of grant request 20 points
e  Match at least 5%, but less than 20% of grant request 10 points
e  Match less than 5% of grant request 0 points

The population category under which county applications are scored is based on the actual number of
beneficiaries to be served by the colonia planning activities.

d. Project Design—250 Points (Maximum)

Each application is scored by a committee composed of TCDP staff using the following information
submitted in the application to generate scores on the project design factor:

A Coloni

The severity of need within the colonia area(s), how clearly the proposed planning effort will
remove barriers to the provision of public facilities to the colonia area(s) and result in the
development of an implementable strategy to resolve the identified needs.

The planning activities proposed in the application.

Whether each proposed planning activity will be conducted on a colonia-wide basis.

The extent to which any previous planning efforts for colonia area(s) have been accomplished.
The TCDP cost per low/moderate-income beneficiary.

The availability of grant funds to the applicant for project financing from other sources.

The applicant's past performance on previously awarded TCDP contracts.

a Planning Fund application must receive a minimum score for the Project Design selection factor

of at least 7 percent of the maximum number of points allowable under this factor to be considered for

funding.
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Colonia Area Planning Fund Marginal Applicant
The marginal applicant is the applicant whose score is high enough for partial funding of the applicant's

original grant request. The marginal applicant may scale down the scope of the original project design,
and accept the marginal amount, if the reduced project is still feasible. Any unobligated funds remaining
in the Colonia Area Planning Fund allocation will be reallocated to either fund additional Colonia
Comprehensive Planning Fund applications, Colonia Construction Fund applications, or will be reallocated
to other established TCDP fund categories.

| 9. COLONIA COMPREHENSIVE PLANNING FUND 200 Total Points Maximum |
a. Community Distress—25 Points (Maximum)
e  Percentage of persons living in poverty 15 points
e  Per Capita Income 10 points

b. _ Project Design—175 Points (Maximum)

Each application will be scored by a committee composed of TCDP staff using the following information
submitted in the application to generate scores on the project design factor:

e The severity of need for the comprehensive colonia planning effort and how effectively the
proposed comprehensive planning effort will result in a useful assessment of colonia populations,
locations, infrastructure conditions, housing conditions, and the development of short-term and
long term strategies to resolve the identified needs.

e The extent to which any previous planning efforts for colonia area(s) have been accomplished.

o Whether the applicant has provided any local matching funds for the planning or preliminary
engineering activities.

e The applicant's past performance on previously awarded TCDP contracts.

A Colonia Planning Fund application must receive a minimum score for the Project Design selection factor
of at least 70 percent of the maximum number of points allowable under this factor to be considered for
funding.

Colonia Comprehensive Planning Fund Marginal Applicant

The marginal applicant is the applicant whose score is high enough for partial funding of the applicant's
original grant request. The marginal applicant may scale down the scope of the original project design,
and accept the marginal amount, if the reduced project is still feasible. Any unobligated funds remaining
in the Colonia Comprehensive Planning Fund allocation will be reallocated to either fund additional
Colonia Area Planning Fund applications, Colonia Construction Fund applications, or will be reallocated to
other established TCDP fund categories.

| 10. NON-BORDER COLONIA FUND 430 Total Points Maximum |
a. _Community Distress—40 Points (Maximum)
e  Percentage of persons living in poverty 15 points
e  Per Capita Income 15 points
e  Percentage of housing units without complete plumbing 10points
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b.  Benefit to Low/Moderate-Income Persons—30 Points (Maximum)

A formula is used to determine the percentage of TCDP funds benefiting low to moderate income persons.
The percentage of low to moderate income persons benefiting from each construction, acquisition, and
engineering activity is multiplied by the TCDP funds requested for each corresponding construction,
acquisition, and engineering activity. Those calculations determine the amount of TCDP benefiting low to
moderate income person for each of those activities. Then, the funds benefiting low to moderate income
persons for each of those activities are added together and divided by the TCDP funds requested minus
the TCDP funds requested for administration to determine the percentage of TCDP funds benefiting low to
moderate income persons. Points are then awarded in accordance with the following scale:

100% to 90% of TCDP funds benefiting low to moderate income persons 30
89.99% to 80% of TCDP funds benefiting low to moderate income persons 25
79.99% to 70% of TCDP funds benefiting low to moderate income persons 20
69.99% to 60% of TCDP funds benefiting low to moderate income persons 15
Below 60% of TCDP funds benefiting low to moderate income persons 5
c. __Project Priorities—195 Points (Maximum)
e  Activities (service lines, service connections, and/or plumbing improvements)

providing public access to EDAP-funded water or sewer systems 195
e  First time public Water service activities (including yard service lines) 145
e  First time public Sewer service activities (including yard service lines) 145
o Installation of approved residential on-site wastewater disposal systems 145
e Housing Activities 140
e  First time Water and/or Sewer service through a privately-owned for-profit utility 135
e  Expansion or improvement of existing Water and/or Sewer service 110
e  Street Paving and Drainage activities 75
e All Other eligible activities 20

A weighted average is used to assign scores to applications that include activities in the different Project
Priority scoring levels. Using as a base figure the TCDP funds requested minus the TCDP funds requested
for engineering and administration, a percentage of the total TCDP construction dollars for each activity
will be calculated. The percentage of the total TCDP construction dollars for each activity will then be
multiplied by the appropriate Project Priorities point level. The sum of these calculations determines the
composite Project Priorities score.

d.  Project Design—135 Points (Maximum)
Each application is scored by a committee composed of TCDP staff using the following information

submitted in the application to generate scores on the project design factor:

e For projects other than water and waste water, whether the applicant has already met its basic
water and waste water needs.

o Whether the project has provided for future funding necessary to sustain the project.

e The severity of need within the colonia area(s) and how the proposed project resolves the
identified need. Additional consideration is given to water system improvements addressing the
impacts from the current drought conditions in the state.

e The applicant will use TCDP funds to provide water or sewer connections, yard service lines,
and/or plumbing improvements associated with providing access for non border colonia
residents to water or sewer systems funded by the Texas Water Development Board Economically
Distressed Areas Program (EDAP).
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The applicant’s past efforts (with emphasis on the applicant’s most recent efforts) to address
water, sewer, and housing needs in colonia areas through applications submitted under the TCDP
Community Development Fund or through the use of CDBG entitlement funds.

The TCDP cost per low/moderate income beneficiary.

Whether the applicant has provided any local matching funds for administrative, engineering, or
construction activities.

If applicable, the projected water and/or sewer rates after completion of the project based on
3,000 gallons, 5,000 gallons and 10,000 gallons of usage.

The ability of the applicant to utilize the grant funds in a timely manner.

Whether the applicant has waived the payment of water or sewer service assessments, capital
recovery fees, and any other access fees for the low and moderate income project beneficiaries.
The availability of grant funds to the applicant for project financing from other sources.

The applicant's past performance on previously awarded TCDP contracts.

e. Matching Funds—20 Points (Maximum)

Applicant(s) population equal to or less than 1,500 according to the 2000 Census:

e  Match equal to or greater than 5% of grant request 20 points
e  Match at least 2%, but less than 5% of grant request 10 points
e  Match less than 2% of grant request 0 points

Applicant(s) population equal to or less than 3,000 but over 1,500 according to the 2000 Census:

e Match equal to or greater than 10% of grant request 20 points
e  Match at least 2.5%, but less than 10% of grant request 10 points
e  Match less than 2.5% of grant request 0 points

Applicant(s) population equal to or less than 5,000 but over 3,000 according to the 2000 Census:

e  Match equal to or greater than 15% of grant request 20 points
e  Match at least 3.5%, but less than 15% of grant request 10 points
e  Match less than 3.5% of grant request 0 points

Applicant(s) population over 5,000 according to the 2000 Census:

e Match equal to or greater than 20% of grant request 20 points
e  Match at least 5%, but less than 20% of grant request 10 points
e  Match less than 5% of grant request 0 points

The population category under which county applications are scored is dependent upon the project type
and the beneficiary population served. If the project is for activities in the unincorporated area of the
county with a target area of beneficiaries, the population category is based on the unincorporated
residents for the entire county. For county applications addressing water and sewer improvements in
unincorporated areas, the population category is based on the actual number of beneficiaries to be
served by the project activities.

The population category under which multijurisdiction applications are scored is based on the combined
populations of the applicants according to the 2000 Census.

Applications that include a housing rehabilitation and/or affordable new permanent housing activity for
low- and moderate-income persons as a part of a multiactivity application do not have to provide any
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matching funds for the housing activity. This exception is for housing activities only. The TCDP does not
consider sewer or water service lines and connections as housing activities. The TCDP also does not
consider on-site wastewater disposal systems as housing activities.

Demolition/clearance and code enforcement, when done in the same target area in conjunction with a
housing rehabilitation activity, is counted as part of the housing activity. When demolition/clearance and
code enforcement are proposed activities, but are not part of a housing rehabilitation activity, then the
demolition/clearance and code enforcement are not considered as housing activities. Any additional
activities, other than related housing activities, are scored based on the percentage of match provided for
the additional activities.

Past Performance—10 points (Maximum)
An applicant can receive from ten to zero points based on the applicant’s past performance on previously
awarded TCDP contracts. The applicant’s score will be primarily based on our assessment of the
applicant’s performance on the applicant’s two most recent TCDP contracts that have reached the end of
the original contract period stipulated in the contract. The TCDP will also assess the applicant’s
performance on existing TCDP contracts that have not reached the end of the original contract period.
Applicants that have never received a TCDP grant award will automatically receive these points. The TCDP
will assess the applicant’s performance on TCDP contracts up to the application deadline date. The
applicant’s performance after the application deadline date will not be evaluated in this assessment. The
evaluation of an applicant’s past performance will include, but is not necessarily limited to the following:
e The applicant’s completion of the previous contract activities within the original contract period.
o The applicant’s submission of all contract reporting requirements such as Quarterly Progress
Reports, Certificates of Expenditures, and Project Completion Reports.
e The applicant’s submission of the required close-out documents within the period prescribed for
such submission.
e The applicant’s timely response to monitoring findings on previous TCDP contracts especially any
instances when the monitoring findings included disallowed costs.
e The applicant’s timely response to audit findings on previous TCDP contracts.

Non-Border Colonia Fund Marginal Applicant
The marginal applicant is the applicant whose score is high enough for partial funding of the applicant's

original grant request. The marginal applicant may scale down the scope of the original project design,
and accept the marginal amount, if the reduced project is still feasible. Any unobligated funds remaining
in this fund will be reallocated to the Community Development marginal calculation.

11. PLANNING and CAPACITY BUILDING FUND 430 Total Points Maximum |
a. Community Distress—55 Points (Maximum)

e  Percentage of persons living in poverty 25 points

e  Per Capita Income 20 points

e Unemployment rate 10 points

b. Benefit to Low/Moderate Income Persons—0 Points
Applicants are required to meet the 51% low/moderate income benefit as a threshold requirement, but

no score is awarded on this factor.

2006 State of Texas Consolidated Plan One-Year Action Plan
74



Action Plans
CDBG

c. __ Project Design—375 Points (Maximum)
(1) Program Priority 50 points

Applicant chooses its own priorities here.

(2) Base Match 0 points
e 5% match required from applicants with population equal to or less than 1,500.

e 10% match required from applicants with population over 1,500 but equal to or less than 3,000.
e 15% match required from applicants with population over 3,000 but equal to or less than 5,000.
e 20% match required from applicants with population over 5,000.

The percentage of match required for county applications is based on the actual target area population
benefiting from the planning project.

(3) Areawide Proposals 50 points
Applicants with jurisdiction-wide proposals because the entire jurisdiction is at least 51 percent

low/moderate income qualify for these points. County applicants with identifiable, unincorporated
communities may also qualify for these points provided that incorporation activities are underway. Proof
of efforts to incorporate is required. County applicants with identifiable water supply corporations may
apply to study water needs only and receive these points.

(4) Planning Strategy and Products 275 points
e New applicants receive 50 points while previous recipients of planning funds receive either 40 or

20 points depending on the level of implementation of previously funded activities. Recipients of
TCDP planning funds prior to PY 1995 will be considered new applicants for this scoring factor
e Up to 225 points are awarded for the applicant’s Proposed Planning Effort based on an evaluation

of the following:

e the extent to which any previous planning efforts have been implemented or accomplished;

e how clearly the proposed planning effort will resolve community development needs addressed
in the application;

e whether the proposed activities will result in the development of a viable and implementable
strategy and be an efficient use of grant funds; and

e demonstration of local commitment.

12. TCDP STEP FUND 120 Total Points Maximum |

The following is the selection criteria to be used by TCDP staff for the scoring of assessments and
applications under the Texas STEP Fund. The maximum score of 100 points is divided among five scoring
factors:
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a. _Project Impact—60 Points (Maximum)

Activity Score

e  First time service 60 to 50

e To address drought 60 to 50

e To address a severe impact to a water system (imminent loss of well, 60 to 50
transmission line, supply impact)

e  TCEQ relevant documentation or Texas Department of Health Imminent 60 to 50
Threat to Health

e  Problems due to severe pressure problems (documented) 50to0 40

e Line replacement other than for above 4010 30

e All other proposed water and sewer projects that are not reflected 30to 20
above

A weighted average will be used to assign scores to applications that include activities in the different
Project Impact scoring levels. Using as a base figure the TCDP funds requested minus the TCDP funds
requested for engineering and administration, a percentage of the total TCDP construction dollars for
each activity will be calculated. The percentage of the total TCDP construction dollars for each activity will
then be multiplied by the appropriate Project Impact point level. The sum of these calculations will
determine the composite Project Impact score.

Factors that are evaluated by the TCDP staff in the assignment of scores within the predetermined
scoring ranges for activities include, but are not limited to, the following:
1. How the proposed project will resolve the identified need and the severity of the need within the
applying jurisdiction; and
2. Projects designed to bring existing services up to at least the state minimum standards as set by
the applicable regulatory agency are generally given additional consideration.

b. STEP Characteristics, Merits of the Project, and Local Effort - 30 points (Maximum)
The TCDP staff will assess the proposal for the following STEP characteristics not scored in other factors:

1. Degree work will be performed by community volunteer workers, including information provided
on the volunteer work to total work;

2. Local leaders (sparkplugs) willing to both lead and sustain the effort;

3. Readiness to proceed—the local perception of the problem and the willingness to take action to
solve it;

4. Capacity—the manpower required for the proposal including skills required to solve the problem;

5. Merits of the projects, including the severity of the need, whether the applicant sought funding
from other sources, cost in TCDP dollars requested per beneficiary, etc.; and

6. Local efforts being made by applicants in utilizing local resources for community development.

c. _Past Participation and Performance—15 Points (Maximum)
An applicant would receive 10 points if they do not have a current Texas STEP grant.

An applicant can receive from five to zero points based on the applicant’s past performance on previously
awarded TCDP contracts. The applicant’s score will be primarily based on our assessment of the
applicant’s performance on the applicant’s two (2) most recent TCDP contracts that have reached the
end of the original contract period stipulated in the contract. The TCDP will also assess the applicant’s
performance on existing TCDP contracts that have not reached the end of the original contract period.
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Applicants that have never received a TCDP grant award will automatically receive these points. The TCDP
will assess the applicant’s performance on TCDP contracts up to the application deadline date. The
applicant’s performance after the application deadline date will not be evaluated in this assessment. The
evaluation of an applicant’s past performance will include, but is not necessarily limited to the following:

The applicant’s completion of the previous contract activities within the original contract period.
The applicant’s submission of all contract reporting requirements such as Quarterly Progress
Reports, Certificates of Expenditures, and Project Completion Reports.

The applicant’s submission of the required close-out documents within the period prescribed for
such submission.

The applicant’s timely response to monitoring findings on previous TCDP contracts especially any
instances when the monitoring findings included disallowed costs.

The applicant’s timely response to audit findings on previous TCDP contracts.

d. Percentage of Savings off of the retail price—10 Points (Maximum)

For STEP, the percentage of savings off of the retail price is considered a form of community match for
the project. In STEP, a threshold requirement is a minimum of 40 percent savings off the retail price for
construction activities.

For Communities that are below 1,500 in Population

55% or more Savings 10 points
50 to 54% Savings 9 points
45 to 49% Savings 7 points
41 to 44% Savings 5 points
For Communities that are above 1,500 but below 3,000 in Population

55% or more Savings 10 points
50 to 54% Savings 8 points
45 to 49% Savings 6 points
41 to 44% Savings 3 points
For Communities that are above 3,000 but below 5,000 in Population

55% or more Savings 10 points
50 to 54% Savings 7 points
45 to 49% Savings 5 points
41 to 44% Savings 2 points
For Communities that are above 5,000 but below 10,000 in Population

55% or more Savings 10 points
50 to 54% Savings 6 points
45 to 49% Savings 3 points
41 to 44% Savings 1 points
For Communities that are 10,000 or above in Population

55% or more Savings 10 points
50 to 54% Savings 5 points
45 to 49% Savings 2 points
41 to 44% Savings 0 points

The population category under which county applications are scored is dependent upon the project type
and the beneficiary population served. If the project is for beneficiaries for the entire county, the total
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population of the county is used. If the project is for activities in the unincorporated area of the county
with a target area of beneficiaries, the population category is based on the unincorporated residents for
the entire county. For county applications addressing water and sewer improvements in unincorporated
areas, the population category is based on the actual number of beneficiaries to be served by the project
activities.

The population category under which multijurisdiction applications are scored is based on the combined
populations of the applicants according to the 2000 Census.

€. Benefit to Low/Moderate-Income Persons—5 Points (Maximum)
Applicants are required to meet the 51 percent low/moderate income benefit for each activity as a

threshold requirement. Any project where at least 60 percent of the TCDP funds benefit low/moderate
income persons will receive 5 points.

| 13. MICROENTERPRISE LOAN FUND 120 Total Points Maximum
a. Community Distress—50 Points (Maximum)
e  Percentage of Persons Living In Poverty 15 points
e  Per Capita Income 15 points
e  Population Loss 10 points
e Unemployment Rate 10 points
b. Program Design—50 Paints (Maximum)
o  Nonprofit Capacity 10 points
e  Overall Program Design 10 points
e Technical Assistance and Counseling Services 5 points
e  Citizen Involvement 5 points
e  Business Involvement 5 points
e  Potential Applicants 5 points
e  Marketing Plan 5 points
e Terms 5 points

c. _Leverage Ratio—5 Points (Maximum)

Score 5 points if matching dollars are greater than or equal to the following
Ratios based on two separate population categories:

e Applicant’s population less than 5,000 persons —1:1

e Applicant’s population equal to or greater than 5,000 persons —1.25:1

d. Previous Participation—10 Points (Maximum)
e No previous Texas Capital Fund participation 10 points
e No open Texas Capital Fund contracts 5 points

€. _Rural Projects—5 Points (Maximum)
e  Cities with populations under 10,000, or

e  Counties with populations under 100,000
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| 14. SMALL BUSINESS LOAN FUND 125 Total Points Maximum

a. Community Distress —50 Points (Maximum)

e  Percentage of Persons Living In Poverty 15 points

e  Per Capita Income 15 points

e  Population Loss 10 points

e Unemployment Rate 10 points

b. Jobs—20 Points (Maximum)

e Below $10,000 per job 20 points

e  Below $15,000 per job 15 points

e Below $20,000 per job 10 points

e  Below $25,000 per job 5 points

c. __Project Feasibility—30 Points (Maximum)

The feasibility of each project is evaluated and scored based on the financial soundness of the project.
Factors examined include:

Firm commitments for financial investments

The jobs to be created or retained

The history of the business

The current financial condition of the business (including a full review of the credit analysis
Cash flow projections

The business or marketing plan supporting the businesses capacity to sustain operations
beyond the period of program assistance including letters of intent to purchase products or
services

e  Management experience of the businesses’ principals

d. Leverage Ratio—5 Points (Maximum)

A minimum 10% equity injection by the assisted business is required.

Score 5 points if matching dollars are greater than or equal to the following ratios
based on two separate population categories:

Applicant’s population less than 5,000 persons --1:1

Applicant’s population equal to or greater than 5,000 persons --1.25:1

€. _Previous Participation—10 Points (Maximum)
e  No previous Texas Capital Fund participation 10 points
e No open Texas Capital Fund contracts 5 points

L. Innovative Projects—5 Points (Maximum)

Projects that support a business addressing a community need or economic/population trend
will receive additional consideration

g.  Rural Projects—5 Points (Maximum)
e  Cities with populations under 10,000, or
Counties with populations under 100,000

| 15. SECTION 108 LOAN GUARANTEE PILOT PROGRAM 50 Total Points Maximum

Selection Criteria. Applications meeting threshold requirements of the application review and
underwriting analysis will be scored based on the following:
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a. Community Need—30 points (Maximum)
(1) Unemployment—10 points (Maximum). Five points awarded if the applicant's unemployment rate is

higher than the state rate, indicating that the community is economically below the state average.
Ten points awarded if the applicant's most recently available unemployment rate is 1.5 percent
over the state rate. (For cities, the most recently available city rate will be used; for counties, the
most recently available county or census tract rate, for where the business site is located,
whichever is higher, will be used).

(2) Poverty—10 points (Maximum). Awarded if the applicant's most recently available annual county
poverty rate is higher than the annual state rate, indicating that the community is economically
below the state average. Applicants will score 5 points if their rate meets or exceeds the state
average and score 10 points if this figure exceeds the state average by at least 15 percent.

(3) Community Population (more Rural)=10 points (Maximum). Points are awarded to applying cities
with populations of 5,050 or less and counties with a total population of 35,000 or less, using
2000 census data. For cities: score 5 points if the city is located in a county with a population of
35,000 or less; and score 5 additional points if the population of the city is less than 5,050. For
counties: score 5 points if the county population is less than 35,000 and score 5 additional points
if the county population is less than 15,350.

b. Jobs—20 points (Maximum).
(1) Job Impact (Jobs Created or Retained per Population of Community)—10 points (Maximum).

Awarded by taking the Business' total job commitment, created & retained, and dividing by
applicant's 2000 unadjusted population. This equals the job impact ratio. Score 5 points if this
figure exceeds the median job impact ratio for prior years; and score 10 points if this figure exceeds
200% of the ratio. County applicants should deduct the 2000 census population amounts for all
incorporated cities, except in the case where the county is sponsoring an application for a business
that is or will be located in an incorporated city. In this case the city's population would be used,
rather than the county's.

(2) Cost per Job—10 points (Maximum). Awarded by dividing the amount of Section 108 loan guarantee
amount requested by the number of full-time job equivalents to be created and/or retained. Points
are then awarded in accordance with the following scale: (i) Below $15,000--10 points; (ii) Below
$20,000--5 points.

c. In the event of a tie score and insufficient funds to approve all applications, the following tie breaker
criteria will be used.
(i) The tying applications are ranked from lowest to highest based on poverty rate stated on the score
sheet. Thus, preference is given to the applicant with the higher poverty rate.
(i) If a tie still exists after applying the first criteria then applications are ranked from lowest to
highest based on unemployment rate stated on the score sheet. Thus, preference is then given to
the applicant with the higher unemployment rate.

2006 State of Texas Consolidated Plan One-Year Action Plan
80



Action Plans
CDBG

MONITORING

The Project Management and Compliance Divisions ensure that the Texas Community Development
Program is in compliance with federal and state regulatory mandates through established contract
management procedures, contract oversight, and monitoring procedures. Project Management
procedures include financial and progress reporting that project management staff uses to approve
continuation of contracted project activities and costs. On-site technical assistance, monitoring visits, and
desk reviews are mechanisms used for overall and in-depth investigation as contracts transition from
implementation to contract close-out and compliance monitoring.

Compliance objectives are achieved through two sections within the division: Monitoring and Audit. The
Monitoring section is responsible for risk assessment, financial monitoring, contract close-out, Davis-
Bacon labor standards compliance, environmental compliance, and desk reviews for the Texas
Community Development Program. The monitoring process includes procedures for conducting desk
reviews of sub-recipient activities.

Program monitoring will be conducted to meet the following objectives:

= Review sub-recipient performance. A sub-recipient's performance will be monitored to ensure that
activities have been completed and beneficiaries served in accordance with a contract's Performance
Statement and that funds have been expended as identified in the budget.

= Review compliance. A sub-recipient's performance will be monitored to ensure compliance with Office
requirements, as outlined in the TCDP contract and other applicable state and federal rules,
regulations, policies, and related statutes.

= Prevention of fraud and abuse. A sub-recipient's systems and other policies and procedures used to
administer TCDP funds will be monitored to ensure that adequate protections against fraud and
misuse of funds are in place.

= |dentify any necessary corrective actions. A monitoring visit could result in prescribed corrective
measures to be carried out by the sub-recipient.

= |dentify technical assistance needs. An on-site monitoring visit may reveal a need for additional
technical assistance.

The Audit section is responsible for review of Single Audits submitted by recipients of federal grants and

loans, and the subsequent resolution of findings and questioned costs that may be identified during the

Single Audit Desk Review process. The review process includes the following:

= Gathering sub-recipient grant expenditure information annually to determine if the single audit
threshold was met or not. This information is obtained through the completion and submission of an
Audit Certification Form, due within 60 days of the sub-recipients year end.

= Obtain a single audit report from those localities identified as meeting the threshold. A single audit
report is due upon completion and no later than 9 months from the sub-recipient fiscal year end.

= Perform a review of the financial information submitted. And,

= The subsequent resolution of findings and questioned costs. If applicable and as needed, audit staff
may do an onsite financial review.

The type/level of audit required is based on the total federal or total state financial assistance expended
by an organization in any given fiscal year. Currently, any government or nonprofit entity that expends
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$500,000 or more a year in total federal or state awards must have a Single Audit or a Program Specific
Audit conducted for that year.

PERFORMANCE MEASURES

Goals, Objectives, Outcomes, Strategies, and Outputs

The TCDP currently has a performance measurement system is place that is part of its strategic plan and
the Texas legislative budgeting process. The TCDP has already implemented a performance
measurement system that supports the HUD goals as stated in CPD Notice—03-09, issued September 3,
2003, which “strongly encouraged each CPD formula grantee to develop and use a state or local
performance measurement system.” In this notice, HUD asked the State CDBG programs, along with all
other CDBG grantees, that currently have and use a state or local performance measurement system to
“(1) describe, in their next Consolidated Plan or Annual Action Plan, the method they use to measure the
outputs and outcomes of their CPD formula grant programs.”

The TCDP has the following Performance Measures system in place for administering and evaluating the
success of the CDBG nonentitlement program.

Goals, Objectives and Outcomes for FY 2006—2007
Goal 1. Support Community and Economic Development Projects
Objective 1: Fund Facility, Economic Development, Housing, and Planning Projects
Outcome 1: Percent of the Small Communities’ Population Benefiting from Projects

Goal 2: Provide Outreach and Technical Assistance to Communities
Objective 1: Inform Local Communities of Program Information and Services

Outcome 1: Percent of Rural Communities Receiving Services

Strategies and Efficiency, Explanatory and Output Measures for 2006—2007

Goal 1: Support Community and Economic Development Projects
Objective 1: Fund Facility, Economic Development, Housing and Planning Projects
Strategy 1: Provide Grants for Community and Economic Development Projects
Efficiency 1:  Average Agency Administrative Cost per Contract Administered
Output 1: Number of New Contracts Awarded
Output 2: Number of Projected Beneficiaries from New Contracts Awarded
Output 3: Number of Jobs Created/Retained through Contracts Awarded Annually
Output 4: Number of Projected Beneficiaries from Self-Help Center Contracts Funded
Output 5: Number of Programmatic Monitoring Visits Conducted
Output 6: Number of Single Audit reviews Conducted Annually
Goal 2: Provide Outreach and Technical Assistance to Communities
Objective 1: Inform Local Communities of Program Information and Services
Strategy 1: Provide Program Information and Technical Assistance Services

Efficiency 1.  Average Agency Cost per Person Assisted

Explanatory 1: Number of Communities Eligible to Receive Assistance Under Agency Programs
Output 1: Number of People Assisted from Rural Communities

Output 2: Number of On-Site Technical Assistance Visits Conducted
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OTHER 2006 CDBG PROGRAM GUIDELINES

Community Needs Assessment

Each applicant for TCDP funds must prepare an assessment of the applicant’s housing and community
development needs. The needs assessment submitted by an applicant in an application for the
Community Development Fund must also include information concerning the applicant’s past and future
efforts to provide affordable housing opportunities in the applicant’s jurisdiction and the applicant’s past
efforts to provide infrastructure improvements through the issuance of general obligation or revenue
bonds.

Minority Hiring/Participation

The TCDP encourages minority employment and participation among all applicants under the Community
Development Block Grant Program. All applicants to the Community Development Block Grant Program
shall be required to submit information documenting the level of minority participation as part of the
application for funding.

Citizen Participation

A grant to a locality under the Texas Community Development Program may be awarded only if the locality
certifies that it is following a detailed citizen participation plan that provides for and encourages citizen
participation at all stages of the community development program. TCDP applicants and funded localities
are required to carry out citizen participation in accordance with the Citizen Participation Plan
requirements described in TCDP application guides.

CDBG OTHER ACTIONS

Fostering Affordable Housing

The TCDP encourages affordable housing projects using several methods in the allocation of CDBG funds
to the eligible communities that can participate in its programs. The TCDP encourages affordable housing
through favorable state scoring and regional prerogative to prioritize funding for housing infrastructure
including housing rehabilitation. In addition, CDBG funding provides a cost savings for housing when
CDBG funds are used to provide first-time water and water through the payment of water and sewer
yardlines as well as impact and connection fees for qualifying residents, while the Colonia Self-Help
Centers continue to make housing more affordable by assisting qualifying colonia residents to finance,
refinance, construct, improve or maintain a safe, suitable home in suitable areas.

CDBG funding may also help cities and counties study affordable housing conditions through the TCDP’s
planning funds. These plans provide valuable data concerning a city’s or county’s affordable housing
stock, their condition and planning tools for expanding their affordable housing.

Evaluation and Reduction of Lead-Based Hazards

The TCDP encourages the reduction of lead-based hazards through favorable scoring under its
Community Development and Community Development Supplemental Funds for the replacement of lead
fixtures and other lead hazards that are an imminent public health threat, while lead-based paint
mitigation is a common activity eligible under housing rehabilitation. Each contract awarded requires the
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sub-grantee to conform to Section 302 of the Lead-Based Paint Poisoning Prevention Act (42 U.S.C.
4831 (b)) and procedures established by the TCDP in response to the Act.

Reducing the Number of Persons below the Poverty Line

A substantial majority of TCDP funds are obligated to cities and counties under the funding competitions
meeting the national objective of benefiting persons of low to moderate income. Under these
competitions, the TCDP encourages the funding of communities with a high percentage of persons in
poverty through its community distress scoring.

Developing Institutional Structures and Enhancing Coordination between Housing and
Service Agencies

CDBG funds are awarded to non-entitlement units of general local government thereby providing these
communities with financial resources to respond to its community development needs for planning and
constructing community facilities, infrastructure, housing and programs such as zoning and subdivision
regulations, code enforcement, economic development initiatives, and private business development.
Each applicant to the TCDP fund is required throughout its citizen participation process to inform local
housing organizations of its intention to apply for CDBG funding through the TCDP and invites their input
into the project selection process. The TCDP continues to coordinate with the Texas Department of
Housing and Community Affairs, the Texas Department of Agriculture, the Texas Water Development
Board, Annual State Agency Meeting on Rural Issues, and the 24 Regional Councils of Governments to
further purpose and target beneficiaries of CDBG funds through programs such as the Colonia Self-Help
Centers, the Colonia Economically Distressed Areas Program, the Housing Tax Credit Program, and the
Texas Capital Fund.
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EMERGENCY SHELTER GRANTS PROGRAM 2006 ACTION PLAN

FEDERAL RESOURCES EXPECTED PY 2006
TDHCA expects to receive $5,076,683 for PY 2006. This estimate is based on Texas’s ESGP allocation for

PY 2005, which was $5,076,683.

RECIPIENTS
Units of general local government; private nonprofit organizations.

ESTIMATED PY 2006 BENEFICIARIES
TDHCA estimates that in PY 2006 the Department will fund 76 private nonprofit entities and units of

general local government who will provide shelter and related services to homeless persons and/or
intervention services to persons at risk of homelessness. Some of these private nonprofit entities and
units of general local government will collaborate through subcontract agreements with approximately 10
organizations.

TARGETED BENEFICIARIES
Homeless individuals and individuals at risk of homelessness.

FUND DISTRIBUTION

TDHCA has administered the Emergency Shelter Grants Program (ESGP) since 1987. TDHCA will
administer the S-04-DC-48-0001 ESGP funds in a manner consistent with the McKinney-Vento Homeless
Assistance Act, as amended (42 U.S.C. Sec 11371 et seq.). TDHCA will obligate PY 2006 ESGP funds
through a statewide competitive application process. A portion of the State’s ESGP allocation may be
reserved to fund a project that will have a statewide impact on homelessness.

OBJECTIVES
The objectives of ESGP consist of the following:
e Help improve the quality of emergency shelters for the homeless.
e Make additional emergency shelters available.
e Help meet the costs of operating and maintaining emergency shelters.
e Provide essential services so that homeless individuals have access to the assistance they need
to improve their situations.
e Provide emergency intervention assistance to prevent homelessness.

The State’s strategy to help homeless persons includes: community outreach efforts to ensure that
homeless persons and persons at risk of homelessness are aware of available services, providing funding
to support emergency shelter and transitional housing programs, helping homeless persons make the
transition to permanent housing and independent living through comprehensive case management, and
supporting statewide efforts to address homelessness. This strategy is outlined below.
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Helping low income families avoid becoming homeless:

TDHCA awards ESGP funds using the competitive process described in the ESGP One-Year Action
Plan. In that process, up to 30 percent of the State’s ESGP annual allocation is made available to
support homelessness prevention activities, and up to 30 percent of the ESGP annual allocation
is made available to provide essential services. Homelessness prevention efforts include short-
term rent and utility assistance for homeless individuals and families and, if they meet certain
criteria, those who are at-risk of losing their housing.

Applicants for ESGP funding are required to demonstrate coordination with other providers in
their communities as part of the ESGP scoring criteria. ESGP grant recipients are encouraged to
maximize all community resources when providing homelessness prevention assistance to
ensure the appropriate use of these limited resources.

Reaching out to homeless persons and assessing their individual needs:

Each application for ESGP funding includes information about the outreach process and case
management system used by the applicant organization.

Each application for ESGP funding includes a description of services provided to homeless
persons. This description is evaluated during the application review process as a criterion for
receiving ESGP funding.

ESGP grant recipients are encouraged to establish measurable goals for providing specific
services for homeless persons.

Addressing the emergency shelter and transitional housing needs of homeless persons:

ESGP grants provide support to organizations that provide emergency services, shelter, and
transitional housing to homeless persons and families.

To ensure equitable distribution of funding, a portion of the ESGP allocation is reserved for each
of the 13 regions in the state on the basis of the poverty population in each region. TDHCA
expects to fund 76 projects in PY 2006. (See the ESGP Obligation Process later in this section.)

Helping homeless persons make the transition to permanent housing:

ESGP funds can be used to pay rent and utility deposits as well as first month’s rent for homeless
individuals making the transition to permanent housing.

Supporting statewide efforts to address homelessness:

Historically, Texas has not received all of the Continuum of Care funds HUD reserved for this
State due to a lack of viable applications. The Texas Homeless Network, with the support of ESGP
funding, has conducted technical assistance workshops at no cost to local organizations that are
considering applying for HUD Continuum of Care funds. The Texas Homeless Network is the only
organization that addresses homelessness issues statewide.
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ELIGIBLE ACTIVITIES
ESGP funds may be used for the following eligible activities:

1.

2.

Renovation, major rehabilitation, or conversion of buildings to be used as emergency shelters
for the homeless.

Provision of essential services, including, but not limited to, the following:

a) Assistance in obtaining permanent housing

b) Medical and psychological counseling and supervision

c) Employment counseling

d) Nutritional counseling

e) Substance abuse treatment and counseling

f) Assistance in obtaining other federal, state, and local assistance

g) Other services such as child care, transportation, job placement, and job training
h) Staff salaries necessary to provide the above services

These services may be provided only pursuant to Sec. 414 of the McKinney Act as amended by
Sec. 832 of the Cranston-Gonzalez National Affordable Housing Act (42 U.S.C. Sec. 11374),
which requires that services funded with ESGP must be provided in a nondiscriminatory manner.

Payment of maintenance, operation, and furnishings costs, except that not more than 10
percent of the amount of any ESG grant may be used to pay operation staff costs.

Developing and implementing homeless prevention activities as per Sec. 414 of the McKinney
Act as amended by Sec. 832 of the Cranston-Gonzalez National Affordable Housing Act.

RECIPIENT REQUIREMENTS

Recipients of ESGP funding are required to meet certain minimum specifications that include, but are not
limited to, the following:

1.
2.

© N O A

Being a unit of general local government or private nonprofit organization.

Documenting, in the case of a private nonprofit organization, that the proposed project has the
approval of the city, county, or other unit of local government in which the project will operate.
Providing for the participation of homeless or formerly homeless individuals on their board of
directors or other policy-making entity.

Assuring that ESGP subrecipients obligate within 180 days from the contract execution date.
Proposing to undertake only eligible activities.

Demonstrating need.

Assuring ability to provide matching funds.

Demonstrating effectiveness in serving the homeless, including the ability to establish,
maintain, and/or improve the self-sufficiency of homeless individuals.

Assuring that homeless individuals will be involved in providing services that are assisted under
ESGP to the maximum extent feasible through employment, volunteerism, renovating,
maintaining or operating facilities, and/or providing direct services to occupants of facilities
assisted with ESGP funds.

10. Assuring the operation of an adequate, sanitary, and safe homeless facility.
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11. Assuring that it will administer, in good faith, a policy designed to ensure that the homeless
facility is free from the illegal use, possession, or distribution of drugs or alcohol by its
beneficiaries.

12. Assuring that it will develop and implement procedures to ensure the confidentiality of records
of any individual receiving assistance as a result of family violence.

13. Proposing a sound plan consistent with the State of Texas Consolidated Plan, the McKinney-
Vento Homeless Assistance Act, and all other assurances and certifications.

14. Assuring the participation in the development and implementation, to the maximum extent
practicable and where appropriate, policies and protocols for the discharge of person from
publicly funded institutions and systems of care (such as health care facilities, foster care or
other youth facilities, or correction programs and institutions) to prevent such discharge from
immediately resulting in homelessness for such persons. ESGP funds are not to be used to
assist such persons in place of State and local resources.

15. Assuring that it will meet HUD’s standards for participation in a local Homeless Management
Information System and the collection and reporting of client-level information.

FUND OBLIGATION PROCESS

TDHCA will obligate PY 2006 ESGP funds to units of general local government or to private nonprofit
organizations that have local government approval to operate a project that assists homeless individuals.
TDHCA will evaluate all applications received and award funds in accordance with the application
specifications. This statewide competitive application process will allow ESGP funds to be distributed
equitably.

The State’s anticipated ESGP allocation for PY 2006 is $5,154,498 less 5 percent ($257,725) for state
administration costs. ESGP funds are reserved according to the State’s percentage of poverty population
identified in each of 13 TDHCA service regions.

TDHCA does not provide priorities for allocating investment geographically to areas of minority
concentration as described in Section 91.320(d). However, the geographic distribution of ESGP funds to
minority populations is analyzed annually. TDHCA is statutorily required by the Texas Government Code to
provide a comprehensive statement on its activities during the preceding year through a document called
the State of Texas Low Income Housing Plan and Annual Report. Part of this document describes the
ethnic and racial composition of families and individuals applying for and receiving assistance from each
housing-related program operated by the department.

TDHCA issues a notice of funding availability (NOFA) and provides an application to any organization or
individual that requests one. As the applications are received, they are sorted by region and numbered
consecutively. Teams review the applications according to assigned regions, using a standardized review
instrument. A variety of factors, as per the application instructions, are evaluated and scored to
determine each application’s merit in identifying and addressing the needs of the homeless population,
as well as the organization’s capacity to carry out the proposed project.

The top scoring applications in each region will be recommended for funding based on the amount of
funds available for each region. Any application that receives a score below 70 percent of the highest raw
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score from the region will not be considered for funding. All available ESGP funds are obligated each year
through one-year contracts.

To the extent practicable, ESGP funds that remain unexpended in a particular region are reobligated to
eligible organizations within that region, as determined by the Executive Director of TDHCA.

APPLICABLE FEDERAL AND STATE REGULATIONS

e 24 CFR 576 as amended;

o Title IV, Subtitle B of the McKinney-Vento Homeless Assistance Act, as amended (42 U.S.C. sec,
11371 et seq.)

LEVERAGING RESOURCES

Section 576.51 of the ESGP regulations state that each grantee must match the funding provided by
HUD. Match resources must be provided after the date of the ESGP grant award and must be provided in
an amount equal to or greater than the ESGP grant award. Resources used to match a previous grant
may not be used to match a subsequent award. Sources of match may include, but are not limited to,
unrestricted funds from the grant recipient, volunteer hours, the value of donated materials or buildings,
or the fair market rent or lease value of a building used to provide services to the homeless population.
Each applicant must identify the source and amount of match they intend to provide if they are selected
for funding and may report monthly on the amount of match provided. ESGP monitors review the match
documentation during each on-site monitoring visit. A desk review is completed at the closeout of each
contract to insure, among other things, that each ESGP recipient has provided an adequate amount of
match during the contract period.

SPECIAL INITIATIVES AND PARTNERSHIPS

TDHCA is the lead agency in the Texas Interagency Council for the Homeless (TICH). TICH is charged with
surveying and evaluating services for the homeless in Texas, assisting in the coordination and provision of
services to homeless person throughout the State, increasing the flow of information among service
providers and appropriate authorities, developing guidelines to monitor services to the homeless,
providing technical assistance to the housing finance division of TDHCA in assessing housing needs for
persons with special needs, establishing a central resource and information center for the State’s
homeless population, and developing a strategic plan to address the needs of the homeless in
cooperation with TDHCA and the Health and Human Services Commission.

Through the Texas Homeless Network, TDHCA also supports other activities that address homelessness,
including providing technical assistance to develop and strengthen homeless coalitions throughout Texas,
distributing a statewide bimonthly newsletter on homelessness, maintaining an information resource
center, conducting Continuum of Care Technical Assistance and Training workshops, and sponsoring an
annual statewide conference on homeless issues.

CONTINUUM OF CARE BALANCE OF STATE

In PY 2006, TDHCA expects to continue to award funds to the Texas Homeless Network (THN) who will
utilize the funds to provide technical assistance to communities interested in applying to the US

2006 State of Texas Consolidated Plan One-Year Action Plan
89



ACTION PLANS
ESGP

Department of Housing and Urban Development (HUD) for homeless funds under the Continuum of Care
application and to develop and submit a Continuum of Care Application to HUD for the Balance of State
funds.

MONITORING

The Department monitors each ESGP subrecipient annually. During the monitoring review, subrecipients
are reviewed for compliance with the ESGP contract; State Policy Issuances; 24 CFR Ch V, Part 576; OMB
Circulars related to expenditure of funds; and for projects funded for rehabilitation, conversion, or
renovation they are reviewed for compliance with Chapter 58 of the Environmental Protection Act.

ESGP ACTIONS

This section describes how ESGP addresses the following: affordable housing, public housing resident
initiatives, lead-based pain hazards, poverty-level households, and institutional structure.

Affordable Housing

While the Department encourages the use of ESGP funds to provide affordable transitional housing, the
majority of funds are utilized to provide emergency shelter. Fostering affordable housing is not an
initiative that we fund or whose results we track in the ESGP Program.

Public Housing Resident Initiatives
Fostering public housing resident initiatives is not an initiative that we fund or whose results we track in
the ESGP Program.

Lead-Based Hazards

The Department does evaluate and reduce lead-based hazards for conversion, renovation, or
rehabilitation projects funded with ESGP funds and tracks work in these efforts in the ESGP Program as
required by Chapter 58 of the Environmental Protection Act.

Poverty-Level Households
While the Department encourages the use of ESGP funds to assist ESGP clients move above the poverty
line, it is not an initiative that we specifically fund or whose results we track in the ESGP Program.

Institutional Structure

The Department does encourage ESGP subrecipients to coordinate services with housing and other
service agencies. Collaborative applications funded with ESGP funds are required to coordinate services
and to provide services as part of a local continuum of care. At the time the Department monitors ESGP
subrecipients, coordination efforts are reviewed.
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HOME INVESTMENT PARTNERSHIPS PROGRAM 2006 ACTION PLAN

FEDERAL RESOURCES EXPECTED PY 2006

The purpose of the HOME Investment Partnerships (HOME) Program is to expand the supply of decent,
safe, and affordable housing for extremely low, very low, and low income households, and to alleviate the
problems of excessive rent burdens, homelessness, and deteriorating housing stock. HOME strives to
meet both the short-term goal of increasing the supply and the availability of affordable housing and the
long-term goal of building partnerships between state and local governments and private and nonprofit
organizations to strengthen their capacity to meet the housing needs of low, very low, and extremely low
income Texans. TDHCA provides technical assistance through application and implementation workshops
to all recipients of HOME funds to ensure that all participants meet and follow the state implementation
guidelines and federal regulations.

The State of Texas HOME Program is receiving approximately $41,308,832 ($40,636,419 HOME funds
plus $672,413 ADDI funds) from HUD for PY 2006.

ALLOCATION OF PY 2006 FUNDS
TDHCA will use the following method for allocating funds.

Estimated % of Total

Available HOME

Funding Allocation

PY 2006 HOME Allocation $40,636,419 100.0%

less Administration Funds (10% of PY 2006) $4,063,642 10.0%

less CHDO Project Funds Set Aside (15% of PY 2006)! $6,095,463 15.0%

less CHDO Operating Expenses Set Aside (5% of CHDO Set Aside) $304,773 0.7%

less Direct Award for the Texas Home of Your Own Program $500,000 1.2%

less Set Aside for Contract for Deed Conversions $2,000,000 4.9%

less Set Aside for Rental Housing Preservation Program $2,000,000 4.9%

less Set Aside for Rental Housing Development Program $3,000,000 7.4%

= Remaining HOME Funds Subject to the Regional Allocation Formula (RAF) $22,672,541 55.8%
Plus PY 2006 American Dream Downpayment Initiative Funds $672,413
= Total Funds Subject to RAF $23,344,954

1 |n addition to the funds set aside from the CHDO set aside for disaster relief efforts, $1,000,000 will be reserved from
this set-aside for the Colonia Model Subdivision Program. If sufficient applications are not received for this activity, the
remaining funds will be used for other CHDO-eligible activities. The Department may set aside 10% of the annual CHDO set-
aside for Predevelopment Loans.

The following targets will be used to distribute HOME funding subject to the RAF.

RAF Funding % of RAF
Activity Amount Funding
Homebuyer Assistance $4,668,991 20.0%
Owner-Occupied Housing Assistance $15,174,220 65.0%
Tenant Based Rental Assistance $3,501,743 15.0%
Total Funds Subject to the RAF $23,344,954 100.0%
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ESTIMATED PY 2006 BENEFICIARIES

Based on PY 2005 program activity, TDHCA estimates that the number of PY 2006 beneficiaries assisted
will be approximately 2,799 low, very low, or extremely low income households. On the basis of historical
performance, TDHCA estimates that approximately 60 percent of those households will be minority
households.

DEFINITIONS

Basic Access Standards (as required by §2306.514, Texas Government Code): These requirements apply
only to newly constructed single family housing.
(1) At least one entrance door, whether located at the front, side, or back of the building
(A) is on an accessible route served by a ramp or no-step entrance,
(B) has at least a standard 36-inch door.
(2) On the first floor of the building,
(A) each interior door is at least a standard 32-inch door, unless the door provides access only to
a closet of less than 15 square feet in area;
(B) each hallway has a width of at least 36 inches and is level, with ramped or beveled changes
at each door threshold,
(C) each bathroom wall is reinforced for potential installation of grab bars;
(D) each electrical panel or breaker box, light switch, or thermostat is not higher than 48 inches
above the floor; and
(E) each electrical plug or other receptacle is at least 15 inches above the floor.
(3) Each breaker box is located inside the building on the first floor.

A person who builds single family affordable housing to which this section applies may obtain a
waiver from TDHCA of the requirement described by Subsection (a)(1)(A) if the cost of grading the
terrain to meet the requirement is prohibitively expensive.

Colonia: A colonia is an unincorporated community located within 150 miles of the Texas-Mexico border,
or a city or town within the 150 mile region that has a population less than 10,000 according to the
latest US Census data. The majority population is composed of individuals and families of low and
very low income who lack safe, sanitary and decent housing, together with basic services as potable
water, adequate sewage systems, drainage, streets, and utilities.

Community Housing Development Organization (CHDO): A private nonprofit organization with a 501(c)(3)
or (4) federal tax exemption. The CHDO must include providing decent, affordable housing to low
income households as one of its purposes in its charter, articles of incorporation, or bylaws. It must
serve a specific, delineated geographic area: either a neighborhood, several neighborhoods, city,
town, village, county, or multicounty area (but not the entire state). CHDOs are certified through
TDHCA on an annual basis and as applications are made by eligible applicants.

Consortium: An organization of geographically contiguous units of general local government that act as a
single unit of general local government for purposes of the HOME program.

Extremely Low Income Family: Family whose income is between O and 30 percent of the median income
for the area, as determined by HUD, with adjustments for smaller and larger families.

2006 State of Texas Consolidated Plan One-Year Action Plan
92



ACTION PLANS
HOME

Low Income Family: Family whose income does not exceed 80 percent of the median income for the area,
as determined by HUD, with adjustments for smaller and larger families.

Non—Participating Jurisdiction: A state or unit of general local government that does not receive an
annual allocation of HUD program funds and is not part of a HUD Consortium.

Participating Jurisdiction: A state or unit of general local government that receives an allocation of HOME
Program funds directly from HUD.

Persons with Disabilities: A household composed of one or more persons, at least one of whom is an
adult, who has a disability. A person is considered to have a disability if the person has a physical,
mental, or emotional impairment that

e is expected to be of long-continued and indefinite duration,
e substantially impedes his or her ability to live independently, and
e is of such a nature that such ability could be improved by more suitable housing conditions.

Special Needs Populations: Includes the following: persons with disabilities, persons with alcohol or other
drug addiction, persons with HIV/AIDS and their families, the elderly, victims of domestic violence,
persons living in colonias, the homeless, and migrant farmworkers.

Very Low Income Family: Family whose income does not exceed 50 percent of the median income for the
area, as determined by HUD, with adjustments for smaller and larger families.

ELIGIBLE APPLICANTS
e Units of General Local Government
e Nonprofit and For-Profit Organizations
e  Community Housing Development Organizations (CHDOS)
e Public Housing Agencies (PHAS)

DESCRIPTION OF ACTIVITIES

Single Family

Owner-Occupied Housing Assistance (OCC)

Rehabilitation or reconstruction cost assistance is provided to homeowners for the repair or
reconstruction of their existing homes. The homes must be the principal residence of the homeowner.

At the completion of the assistance, all properties must meet the International Residential Code and local
building codes. If a home is reconstructed, the applicant must also ensure compliance with the universal
design features in new construction, established by §2306.514, Texas Government Code, required for
any applicants utilizing federal or state money administered by TDHCA in the construction of single family
homes.

OCC will comprise approximately 65 percent of the HOME allocation that will be available through the
Regional Allocation Formula process—approximately $15,174,220.
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Tenant-Based Rental Assistance (TBRA)

Rental subsidy and security and utility deposit assistance is provided to tenants, in accordance with
written tenant selection policies, for a period not to exceed two years. TBRA allows the assisted tenant to
live in and move to any dwelling unit with a right to continued assistance.

TBRA will comprise approximately 15 percent of the HOME allocation that will be available through the
Regional Allocation Formula process—approximately $3,501,743.

Homebuyer Assistance (HBA)
Down payment and closing cost assistance is provided to homebuyers for the acquisition of affordable
single family housing. This activity may also be used for the following:

e Construction costs associated with architectural barrier removal in assisting homebuyers with
disabilities by modifying a home purchased with HOME assistance to meet their accessibility
needs.

e Acquisition and rehabilitation costs associated with contract for deed conversions to serve
colonia residents.

e Construction costs associated with the rehabilitation of a home purchased with HOME
assistance.

Under the Contract for Deed and CHDO Set-Asides, eligible homebuyers may receive loans up to $10,000
per household for down payment and closing costs, depending on the location of the property, in the form
of a 2nd- or 3rd-lien loan. Eligible homebuyers with disabilities may receive loans up to $15,000 for down
payment and closing costs, regardless of the location of the property. Eligible first time homebuyers may
receive $10,000 or 6 percent of the purchase price, whichever is greater, for down payment and closing
costs in the form of a 2nd- or 3rd-lien loan under the American Dream Downpayment Initiative. HBA loans
are to be repaid at the time of resale of the property, refinance of the first lien, or repayment of the first
lien. The amount of recapture will be based on the pro-rata share of the remaining term.

At the completion of the assistance, all properties must meet the International Residential Code or the
Colonia Housing Standards, if located in a colonia, and local building codes. Compliance with the basic
access standards in new construction, established by §2306.514, Texas Government Code, is also
required for any applicants utilizing federal or state money administered by TDHCA in the construction of
single family homes.

Excluding set-aside funds listed below, this activity will comprise approximately 20 percent of the HOME
allocation that will be available through the Regional Allocation Formula process, approximately
$4,668,991.

HBA may be awarded through the CHDO Set-Aside, Contract for Deed Set-Aside, and American Dream
Downpayment Initiative.
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Multifamily

Rental Housing Development and Preservation

Awards for eligible applicants are to be used for the construction, acquisition, and rehabilitation of
affordable multifamily rental housing. The Department will not provide funding for the refinancing and/or
acquisition of affordable housing developments that were constructed within the past 5 years. Eligible
applicants include nonprofit organizations, CHDOs, units of general local government, for-profit housing
development organizations, sole proprietors, and public housing authorities.

Owners are required to make housing units available to low, very low, and extremely low income families
and must meet long-term rent restrictions. A standard underwriting review will be performed on
applications under this activity. TDHCA will determine, based on the underwriting review, whether the
award will be made as a loan or grant. Owners of rental units assisted with HOME funds must comply with
initial and long-term income restrictions and must keep the units affordable for a minimum period.
Housing assisted with HOME funds must, upon completion, meet all applicable local and state
construction standards and building codes. Additionally, the owner and/or all future owners of a HOME-
assisted rental project must maintain all units in full compliance with local, state, and federal housing
codes, which include, but are not limited to, the International Residential Code and Section 504 of the
1973 Rehabilitation Act for the full required period of affordability. Terms of the loans provided under this
activity are recommended by TDHCA'’s Real Estate Analysis Division.

The use of HOME Rental Housing Development funds will be limited to those allowable under 24 CFR part
92. Eligible expenses and activities may further be limited by TDHCA in accordance with state legislation.
Rental Housing Development funds may also be used for the acquisition and/or rehabilitation (including
barrier removal activities) for the preservation of existing affordable or subsidized rental housing.
Refinancing of existing affordable properties is not an eligible activity.

Additionally, TDHCA will ensure that all multifamily rental housing developments are built and managed in
accordance with its Integrated Housing Rule. Multifamily developments will be limited to reserving no
more than 18 percent of the units in developments with 50 or more units, and no more than 36 percent
of the units in developments with less than 50 units, for persons with disabilities.

SET ASIDES

TDHCA will use the following set asides to direct its funding to address federal and state legislative
requirements or departmental program objectives. According to §2306.111(d-1) of TDHCA’s enabling
legislation, funds are not required to be allocated using a Regional Allocation Formula if funds are
reserved for contract for deed conversions, set asides mandated by state or federal law, or equal not
more than 10 percent of the total allocation of funds for the program.

Administrative Expenses

This allowable cost is for the reimbursement of costs associated with the administration of the HOME
Program. Up to 4 percent of project dollars awarded may be provided to applicants receiving HOME funds
for the cost of administering the program. For-profit organizations are not eligible to receive this fee.
TDHCA retains the balance of the fee to cover the internal cost of administering the statewide program.
TDHCA may utilize these funds for construction and Section 504 inspection costs as needed.
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American Dream Downpayment Initiative

The American Dream Downpayment Initiative (ADDI) was signed into law on December 16, 2003, and was
created to help homebuyers with down payment and closing cost assistance. ADDI aims to increase the
homeownership rate, especially among lower income and minority households, and revitalize and
stabilize communities.

Under ADDI, a first time homebuyer is an individual and his or her spouse who have not owned a home
during the three year period prior to the purchase of a home with assistance under ADDI assistance. The
term also includes displaced homemakers and single parents. The minimum amount of ADDI funds in
combination with HOME funds that must be invested in a project is $1,000. The amount of ADDI
assistance provided to any family may not exceed the greater of six percent of the purchase price of a
single family housing unit or $10,000. This assistance is in the form of a second- or third-lien loan.

In order to ensure the suitability of households receiving ADDI assistance, first time homebuyers will be
required to participate in a homebuyer counseling course. For application scoring purposes, the following
are required to be included:
e Acopy of the curriculum.
e A copy of the proposed written agreement with service provider, stating counseling will be
performed by a certified provider with homebuyers attending a minimum of 8 hours of training. If
the applicant is the provider, the applicant must state that the counseling will be performed by a
certified provider with homebuyers attending a minimum of 8 hours of training.
e Reference that post purchase counseling will be provided.

For PY 2006, $672,413 is reserved for down payment assistance and may, at the discretion of TDHCA,
include funds for rehabilitation for first time homebuyers in conjunction with home purchases assisted
with ADDI funds. The rehabilitation may not exceed 20 percent of the annual ADDI allocation. These funds
are included in the 20 percent allocated for HBA. These funds are a Federally mandated set-aside and
are not subject to the Regional Allocation Formula, pursuant to §2306.111(d-1)(2) of the Texas
Government Code.

Notification of available funding will be sent to those on the TDHCA mailing list and will be posted on
TDHCA’s website. TDHCA promoted and discussed this initiative at the public hearings held in all 13
Uniform State Service Regions in the fall of 2005. The public hearings were held in Abilene, Arlington,
Austin, Beaumont, Corpus Christi, EI Paso, Houston, Lubbock, McAllen, Midland, Mt. Pleasant, San
Antonio, and Temple.

Outreach

The Department continues to promote ADDI through the public hearings held in all 13 Uniform State
Service Regions. Since PHAs are eligible applicants under the HOME Program, the initiative is discussed
in great detail at HOME Application Workshops held each spring. The program is also promoted around
the state through a Texas Association of Realtors continuing education course that Department staff
helps teach. The course was designed to improve the state homeownership rate and to educate Realtors
about the availability of affordable housing products.
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Since Texas has a large number of manufactured housing units and manufactured housing dealers,
questions from real estate agents always arise about the availability of low interest rate loan funds and
the availability of down payment assistance. Through continuing education courses and outreach, TDHCA
is able to inform real estate agents about how ADDI can assist manufactured housing buyers. In addition,
TDHCA will work closely with the Manufactured Housing Division to create awareness of ADDI funds
directly to eligible first time homebuyers.

The Department also operates a First Time Homebuyer Program hotline. Over 1,200 calls are received on
average per month. Interested homebuyers are provided literature and made aware of the various
products and programs available

CHDO Set-Aside

In response to Hurricane Rita, on October 4, 2005, HUD waived the 15 percent HOME CHDO set-aside
requirement for Federal PY 2005 and PY 2006 HOME allocations. TDHCA has elected to utilize a portion
of this CHDO set-aside to assist disaster victims in the 22-county area impacted by the hurricane. The
remaining funds from the PY 2006 CHDO set-aside and funds not awarded from prior year CHDO set-
asides including PY 2005 funds and CHDO de-obligated funds will be made available in December 2005
for CHDO multifamily development. This amounts to approximately $10 million that will be made available
to CHDOs on a first-come, first-served basis through a notice of funding availability. CHDO Set-Aside
developments are owned, developed, or sponsored by the CHDO, and result in the development of
affordable rental and homeownership units. Development includes developments that have a
construction component, either in the form of new construction or rehabilitation of existing units.

If the CHDO owns the project in partnership, it or its wholly owned for-profit or nonprofit subsidiary must
be the managing general partner. These organizations may apply for multifamily rental housing
acquisition, rehabilitation, or new construction, as well as for the acquisition, rehabilitation, or new
construction of single family housing. CHDOs can also apply for homebuyer assistance if their
organization is the owner, developer, or sponsor of the single family housing project. In addition, other
eligible activities under the CHDO Set-Aside include the following:

e CHDO Operating Expenses. In accordance with 24 CFR 92.208, up to 5 percent of the
Department's HOME allocation will be used for the operating expenses of CHDOs. The
Department may award CHDO Operating Expenses in conjunction with the award of CHDO
Development Funds, or through a separate application cycle not tied to a specific activity. Award
amount for CHDO Operating Expenses shall not exceed in any fiscal year 50 percent of the
CHDO's total annual operating expenses in that fiscal year or $50,000, whichever is greater. The
Department reserves the right to limit an applicant to receiving no more than one award of CHDO
operating funds during the same fiscal year and to further limit the award of CHDO Operating
Expenses.

e Predevelopment Loans. In addition, TDHCA may elect to set aside up to 10 percent of funding for
predevelopment loans funds, which may only be used for activities such as project-specific
technical assistance, site control loans, and project-specific seed money. Predevelopment loans
must be repaid from construction loan proceeds or other project income. In accordance with 24
CFR 92.301, TDHCA may elect to waive predevelopment loan repayment, in whole or in part, if
there are impediments to project development that TDHCA determines are reasonably beyond the
control of the CHDO.
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e Colonia Model Subdivision Loan Program. Subchapter GG of Chapter 2306, Texas Government
Code, created this program to provide low-interest or possibly interest-free loans to promote the
development of new, high-quality, residential subdivisions that provide alternatives to
substandard colonias, and housing options affordable to individuals and families of extremely low
and very low income who would otherwise move into substandard colonias. TDHCA will only make
loans to CHDOs certified by TDHCA and for the types of activities and costs described under the
previous section regarding CHDO Predevelopment Loans. To assist TDHCA in meeting this
mandate, $1,000,000 in HOME Program funds will be targeted to assist households described
under this initiative.

These funds are a Federally mandated set-aside and are not subject to the Regional Allocation Formula,
pursuant to §2306.111(d-1)(2) of the Texas Government Code.

Disaster Relief

The HUD requirement that a PJ must use 15 percent of its allocation for housing owned, developed, or
sponsored by CHDOs [24 CFR 92.301(a)(1)] is suspended by HUD for the PY 2005 and PY 2006
allocations by an October 4, 2005, waiver. Therefore, TDHCA has elected to utilize a portion of these
funds to assist disaster victims in the 22-county area impacted by Hurricane Rita. Approximately $8
million of PY 2005 and PY 2006 funds will be made available through a notice of funding availability to
assist homeowners rehabilitate their residences.

Contract for Deed Conversions

The 79th Legislature passed Appropriations Rider 11 to TDHCA'’s appropriation, which requires TDHCA to
spend no less than $4 million for the biennium on contract for deed conversions for families that reside in
a colonia and earn 60 percent or less of the applicable area median family income (AMFI). Furthermore,
TDHCA should convert no less than 400 contracts for deeds into traditional notes and deeds of trust by
August 31, 2007. The intent of this program is to help colonia residents become property owners by
converting their contracts for deeds into traditional mortgages. Households served under this initiative
must not earn more than 60 percent of AMFI and the home converted must be their primary residence.
The properties proposed for this initiative must be located in a colonia as identified by the Texas Water
Development Board colonia list or meet TDHCA's definition of a colonia.

To assist TDHCA in meeting this mandate, $2,000,000 in PY 2006 HOME program funds will be targeted
to assist households described under this initiative.

These funds are a State mandated set-aside and are not subject to the Regional Allocation Formula,
pursuant to §2306.111(d-1)(2) of the Texas Government Code.

Persons with Disabilities (5 percent of Allocation)

Subject to the availability of qualified applications, a minimum of 5 percent of annual HOME Program
funds will be allocated to applicants serving persons with disabilities—approximately $2,065,441. Eligible
applicants may include nonprofits, for-profits, units of general local government, and PHAs with
documented histories of working with special needs populations. HOME funds may be expended in a PJ,
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but only if it funds a rental development that serves persons with disabilities, unless otherwise approved
by the Board.

In PY 2006, TDHCA will allocate $500,000 to the Home of Your Own (HOYO) Coalition for homeownership
activities for persons with disabilities. The HOYO Program coordinates existing homeownership services,
which streamlines the process homebuyers must follow, including homebuyer counseling, down payment
assistance, and architectural barrier removal. These funds may be used statewide, including in
participating jurisdictions.

These funds represent less than 10 percent of the annual allocation and are not subject to the Regional
Allocation Formula, pursuant to §2306.111(d-1)(2) of the Texas Government Code.

Rental Housing Preservation and Rental Housing Development Programs
TDHCA will reserve $2,000,000 for Rental Housing Preservation and $3,000,000 for Rental Housing
Development activities from PY 2006 funding.

These funds represent less than 10 percent of the annual allocation and are not subject to the Regional
Allocation Formula, pursuant to §2306.111(d-1)(2) of the Texas Government Code.

SPECIAL INITIATIVES

Persons with Disabilities

In addition to the set aside for persons with disabilities, TDHCA will also ensure that housing
developments are built and managed in accordance with its Integrated Housing Rule. Multifamily
developments will be limited to reserving no more than 18 percent of the units in developments with 50
or more units, and no more than 36 percent of the units in developments with less than 50 units, for
persons with disabilities.

Special Needs Populations

Subject to the availability of qualified applications, TDHCA has a goal to allocate a minimum of 20 percent
of the annual HOME allocation to applicants serving persons with special needs. Eligible applicants
include nonprofits, for-profits, units of general local government, and PHAs with documented histories of
working with special needs populations. All HOME Program activities will be included in attaining this goal.
Additional scoring criteria may be established under each of the eligible activities to assist TDHCA in
reaching its goal.

FUND DISTRIBUTION
Section 2306.111, Texas Government Code, mandates TDHCA to allocate housing funds awarded in the

HOME, Housing Trust Fund, and Housing Tax Credit programs to each Uniform State Service Region using
a formula developed by TDHCA.

Project funds, with the exception of the CHDO Set-Aside, Contract for Deed Conversions, Colonia Model
Subdivision Loan Program, Rental Housing Preservation, and Rental Housing Development, will be
awarded based on the Regional Allocation Formula, as referenced in the 2005-2009 State of Texas
Consolidated Plan, utilizing the following percentage per region.
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HOME Regional, Rural, and Urban/Exurban Funding Amounts

- Urban/| Urban/
2 Regional | Regional Rural Rural Exurban| Exurban
§ Place for Geographical Funding | Funding Funding | Funding Funding| Funding

Reference Amount % Amount % Amount %
1 |Lubbock $1,619,309 6.9% $1,619,061 100.0% $248 0.0%
2 | Abilene $1,106,263 47% $1,076,607] 97.3% $29,656) 2.7%
3 | Dallas/Fort Worth $2,615,609] 11.2% $1,037,193] 39.7% $1,578,417] 60.3%
4 | Tyler $3,201,579] 13.7% $2,562,164] 80.0% $639,415 20.0%
5 | Beaumont $1,486,596 6.4% $1,306,849 87.9% $179,747, 12.1%
6 |Houston $1,641,817 7.0%  $625,397] 38.1% $1,016,419 61.9%
7 | Austin/Round Rock $982,309 4.2%  $478,225  48.7%  $504,084 51.3%
8 |Waco $1,209,298 5.2%  $722,187| 59.7% $487,111 40.3%
9 | San Antonio $1,393,668 6.0%  $786,035( 56.4% $607,633 43.6%
10 |Corpus Christi $1,878,128 8.0% $1,270,558 67.7% $607,570 32.3%
11 |Brownsville/Harlingen | $4,243,879  18.2% $2,862,637| 67.5% $1,381,242] 32.5%
12 | San Angelo $1,411,415 6.0%  $539,947| 38.3% $871,468 61.7%
13 |El Paso $555,085 2.4%  $351,814] 63.4% $203,271 36.6%

Total $23,344,954 100.0%| $15,238,675 65.3% $8,106,279] 34.7%

TDHCA does not provide priorities for allocating investment geographically to areas of minority
concentration as described in Section 91.320(d). However, the geographic distribution of HOME funds to
minority populations is analyzed annually. TDHCA is statutorily required by the Texas Government Code to
provide a comprehensive statement on its activities during the preceding year through a document called
the State of Texas Low Income Housing Plan and Annual Report. Part of this document describes the
ethnic and racial composition of families and individuals applying for and receiving assistance from each
housing-related program operated by the department.

ELIGIBLE SERVICE AREAS

Per Section 2306.111(c), the Department shall expend at least 95 percent of HOME funds for the benefit
of non—participating jurisdictions (non-PJ) areas of the state. The remaining 5 percent of HOME funds
may be expended in a participating jurisdiction (PJ), but only if it funds a rental development that serves
persons with disabilities, unless otherwise approved by the Board.

Activity associated with disaster relief efforts for victims of Hurricane Rita is an exception to the Section
2306.111(c) funding distribution requirement. On September 20, 2005, Governor Perry issued a
proclamation as provided for under Texas Government Code 8418.014. This proclamation declared areas
impacted by Hurricane Rita to be a disaster area. As part of this declaration, the Governor also invoked
the procedures under Texas Government Code 8418.016 suspending all rules and regulations that may
inhibit prompt response to this threat during the duration of the incident. TDHCA determined and
communicated with the Governor's office that for purposes of specialized Hurricane support, suspension
of Texas Government Code §2306.111 (distribution limitations) is necessary to have a prompt response
in aiding the Hurricane Rita impacted persons. This suspension of the distribution limitation is expected
to continue during any period where the Governor invokes 8418.016 in continuing disaster declarations
for Rita impacted areas.
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REVIEW OF APPLICATIONS

All programs will be operating and announced by the release of either an open or competitive cycle Notice
of Funding Availability. Applicants must submit a completed application to be considered for funding,
along with an application fee determined by the Department and outlined in the NOFA and/or application
guidelines. Applications containing false information and applications not received by the deadline will be
disqualified. Disqualified applicants are notified in writing. All applications must be received by the
Department by 5 pm on the date identified in the NOFA and/or application guidelines, regardless of
method of delivery.

Applications received by the Department in response to an Open Application Cycle NOFA will be handled
in the following manner. The Department will accept applications on an ongoing basis, until such date
when the Department makes notice to the public that the Open Application Cycle has been closed. Each
application will be handled on a first-come, first-served basis as further described in this section. Each
application will be assigned a “received date” based on the date and time it is physically received by the
Department. Then, each application will be reviewed on its own merits in three review phases, as
applicable. Applications will continue to be prioritized for funding based on their “received date” unless
they do not proceed into the next phase(s) for review. Applications proceeding in a timely fashion through
a phase will take priority over applications that may have an earlier “received date” but that did not timely
complete a phase of review.

Applications received by the Department in response to a Competitive Application Cycle NOFA will be
reviewed for threshold and scoring criteria in accordance with the rules for application review published in
the NOFA and/or application guidelines.

SELECTION PROCESS
All applications for funds received under competitive funding cycles are reviewed for threshold

requirements regarding application documentation and compliance with Department requirements on
previously awarded contracts. Qualifying applications are funded only if the score exceeds the minimum
score established in the State of Texas HOME Program rules. Applications will be recommended up to the
limit of funds available per activity and region. Should an activity not have enough qualified applicants,
the funds will be redirected to the next activity in the region that had a higher number of qualified
applicants.

All applications received under open funding cycles will be reviewed for threshold requirements regarding
application documentation and compliance with Department requirements on previously awarded
contracts. Applications submitted for development activities will also receive a review for financial
feasibility and underwriting. Because applications are reviewed on a “first come, first served” basis,
applications will be reviewed and recommended for funding in the manner prescribed in TDHCA’s Open
Cycle rules at 10 TAC §53.58.

MATCH REQUIREMENTS

TDHCA will provide matching contributions from several sources for HOME funds drawn down from the
State’s HOME Investment Trust Funds Treasury account within the fiscal year. The State sources include
the following:
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1. Loans originated from the proceeds of single family mortgage revenue bonds issued by the State.
TDHCA will apply no more than 25 percent of bond proceeds to meet its annual match
requirement.

2. Match contributions from the State’s Housing Trust Fund to affordable housing projects that are

not HOME assisted, but that meet the requirements as specified in 24 CFR 92.219(b)(2).

Eligible match contributions from State recipients, as specified in 24 CFR 92.220.

4. Match contributions from local political jurisdictions provided through the abatement of real
estate property taxes for affordable housing properties developed and owned by qualified CHDO
applicants.

w

Additionally, TDHCA will continue to carry forward match credit.

DEOBLIGATED HOME PROGRAM FUNDS

When administrators have not successfully expended the HOME funds within their contract period, TDHCA
deobligates the funds and pools the dollars to award applicants according to TDHCA’s Deobligation Policy.
TDHCA'’s Deobligation Policy allows for awards from deobligated funds only for the following categories:
appeals from applicants that are approved by the TDHCA'’s Board, disaster relief applicants, special needs
applicants, applicants serving the colonias, and for other eligible uses as determined by TDHCA's Board of
Directors, or the Executive Director at the Board's direction.

APPLICABLE FEDERAL AND STATE REGULATIONS

HOME funds will be distributed in accordance with the eligible activities and eligible costs listed in 24 CFR
92.205-92.209 and 10 TAC Chapter 53. All local administrators will be required to execute certifications
that the program will be administered according to federal HOME regulations and State HOME Rules.

Developments receiving funding from TDHCA must comply with accessibility standards required under
Section 504, Rehabilitation Act of 1973 (29 U.S.C. Section 794), as amended, and specified under 24
CFR Part 8, Subpart C. This includes a provision that a minimum of 5 percent of the total dwelling units or
at least one unit, whichever is greater, must be made accessible for individuals with mobility
impairments. An additional 2 percent of the total number of dwelling units or at least one unit, whichever
is greater, must be accessible for individuals with hearing or vision impairments. In the event that a
project does not meet the requirements of Section 504, TDHCA will consider using HOME deobligated
funds for eligible Section 504 activities with the purpose of bringing noncompliant projects into
compliance when appropriate and when such a request is supported by circumstances beyond the
control of the administrator. This provision will not apply if Section 504 activities were included as part of
the budget in contracts between TDHCA and administrators.

THE PLANNING PROCESS AND PUBLIC PARTICIPATION
The planning process will include a review of the federal and state regulations that govern the HOME
Program, the regional needs assessment, and Department goals and mandates.

The 2006 State of Texas Consolidated Plan One-Year Action Plan (Draft for Public Comment) was
available for public comment from September 19, 2005 through October 18, 2005 (a 30-day public
comment period). Additionally, TDHCA held 13 public hearings in which constituents were given the
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opportunity to make general comments on the direction of all Department programs. During this time,
citizens and organizations were encouraged to send written comment on the Plan via mail, email, or fax.

Any amendments made to the HOME Program Rules are published in the Texas Register for a 30-day
comment period. The HOME Program also receives public comment during TDHCA Board of Directors
meetings.

MINORITY PARTICIPATION

TDHCA encourages minority employment and participation among all applicants under the HOME
Program. All applicants to the HOME Program are required to submit an affirmative marketing plan as
part of the application process. Additionally, TDHCA encourages applicant outreach to Historically
Underutilized Businesses.

RECAPTURE PROVISIONS UNDER THE HOMEBUYER ASSISTANCE PROGRAM
If the participating jurisdiction intends to use HOME funds for homebuyers, the guidelines for resale or
recapture must be described as required in 24 CFR 92.254(a)(5).

TDHCA has elected to utilize the recapture provision under 24 CFR 92.254(a)(5)(ii) as its method of
recapturing HOME funds under any Homebuyer Program the State administers.
(A) The following methods of recapture would be acceptable to TDHCA and will be identified in the
down payment assistance note prior to closing:
(1) Recapture the amount of the HOME investment reduced or prorated based on the time the
homeowner has owned and occupied the unit measured against the required affordability period.
The recapture amount is subject to available net proceeds.
(2) If the net proceeds (i.e., the sales price minus closing costs; any other necessary transaction
costs; and loan repayment, other than HOME funds) are in excess of the amount of the HOME
investment that is subject to recapture, then the net proceeds may be divided proportionately
between TDHCA and the homeowner as set forth in the following mathematical formulas

HOME investment
HOME investment + homeowner investment

x net proceeds = HOME amount to be recaptured

homeowner investment
HOME investment + homeowner investment

x net proceeds =amount to homeowner

(B) The HOME investment that is subject to recapture is based on the amount of HOME assistance
that enabled the homebuyer to buy the dwelling unit. This is also the amount upon which the
affordability period is based. This includes any HOME assistance that reduced the purchase price
from fair market value to an affordable price, but excludes the amount between the cost of producing
the unit and the market value of the property (i.e., the development subsidy). The recaptured funds
must be used to carry out HOME-eligible activities. If HOME funds were used for development subsidy
and therefore not subject to recapture, the resale provisions at 24 CFR 92.254(a)(5)(i) apply.

(C) Upon recapture of the HOME funds used in a single family homebuyer project with more than one
unit, the affordability period on the rental units may be terminated at the discretion of TDHCA.
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In certain instances, TDHCA may choose to utilize the resale provision at 24 CFR 92.254(a)(5)(i) under
any homebuyer program the State administers.
(A) The following method of resale would be acceptable to TDHCA and will be identified in the down
payment assistance note prior to closing:
Q) Resale requirements must ensure, if the housing does not continue to be the principal
residence of the family for the duration of the period of affordability, that the housing is made
available for subsequent purchase only to a buyer whose family qualifies as a low or very low
income family and will use the property as its principal residence.
(2) The resale requirement must also ensure that the price at resale provides the original
HOME-assisted owner a fair return on investment (including the homeowner's investment and any
capital improvement) and ensure that the housing will remain affordable to a reasonable range of
low or very low income homebuyers.
(3) The period of affordability is based on the total amount of HOME funds invested in the
housing.

(B) Except as provided in paragraph 24 CFR 92.254(a)(5)(i)(B), deed restrictions, covenants running
with the land, or other similar mechanisms must be used as the mechanism to impose the resale
requirements.
(1) The affordability restrictions may terminate upon occurrence of any of the following
termination events: foreclosure, transfer in lieu of foreclosure, or assignment of an FHA-insured
mortgage to HUD.
(2) The participating jurisdiction may use purchase options, rights of first refusal, or other
preemptive rights to purchase the housing before foreclosure in an effort to preserve
affordability.
(3) The affordability restrictions shall be revived according to the original terms if, during the
original affordability period, the owner of record before the termination event obtains an
ownership interest in the housing.
4) In the event of the above termination events, the HOME investment that is subject to
recapture is based on the amount of available net proceeds (i.e., the sales price minus closing
costs; any other necessary transaction costs; and loan repayment, other than HOME funds), if
any, from the sale.
(5) If the net proceeds are insufficient to repay the loan and the homebuyer's down payment
and any capital investment, the homebuyer's investment is paid in full first from the available
proceeds from the resale and the loan repaid to the extent that proceeds are available.
(6) If there are no net proceeds, repayment of the loan is not required.
(7 Any net proceeds in excess of homebuyer's investment and the amount to be repaid
under the loan are paid to the seller of the property.

FORECLOSURES UNDER THE MULTIFAMILY RENTAL HOUSING DEVELOPMENT PROGRAMS

If the property becomes the subject of a foreclosure proceeding that results in the sale of part or all of the
property, all sums in excess of those paid to superior lien holders shall be paid to TDHCA to apply to the
outstanding balance under the loan. If there are insufficient funds to pay off the loan, TDHCA may, at its
own discretion, waive the payment of any or all of the outstanding loan balance.
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The Department also plans to utilize HOME funds for the management and administration of properties
that have been foreclosed upon by the Department as a superior lien holder. These funds will be taken
from the 10 percent in HOME funds available to the Department for administration of its programs.

OTHER FORMS OF INVESTMENT
If a participating jurisdiction intends to use other forms of investment not described in §92.205(b), a
description of the other forms of investment must be provided.

The State is not proposing to use any form of investment in its HOME Program that is not already listed as
an eligible form of investment in 24 CFR 92.205(b).

REFINANCING DEBT

If the State intends to use HOME funds to refinance existing debt secured by multifamily housing that is
being rehabilitated with HOME funds, it must state its refinancing guidelines required under 24 CFR §
92.206(h).

The Department may use HOME funds to refinance existing debt secured by multifamily housing that is
being rehabilitated with HOME funds as described in 24 CFR § 92.206(b). The Department shall use its
underwriting and evaluation standards, codified at 10 TAC 881.31-1.36 and its HOME Investment
Partnerships Program rules at 10 TAC 853, for refinanced properties in accordance with its administrative
rules. At a minimum, these rules require the following:
e That rehabilitation is the primary eligible activity for developments involving refinancing of
existing debt;
e Sets a minimum funding level for rehabilitation on a per unit basis;
e Requires a review of management practices to demonstrate that disinvestments in the property
has not occurred;
e That long term needs of the project can be met;
e That the financial feasibility of the development will be maintained over an extended affordability
period;
e State whether new investment is being made to maintain current affordable units, and or create
additional affordable units;
e Specifies the required period of affordability;
e Specifies that HOME funds may be used throughout the entire jurisdiction, except as the
Department may be limited by the Texas Government Code; and
e States that HOME funds cannot be used to refinance multifamily loans made or insured by any
Federal program, including CDBG.

HOME PROGRAM ACTIONS

This section describes how the HOME Program addresses the following: affordable housing, public
housing resident initiatives, lead-based pain hazards, poverty-level households, and institutional
structure.
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Affordable Housing

The HOME Program provides grant funds, deferred forgivable loans, and repayable loans to units of local
government, nonprofit and for-profit organizations, community housing development organizations
(CHDOs), and public housing authorities (PHAs). These funds are primarily used to foster and maintain
affordable housing by providing rental assistance, rehabilitation, or reconstruction of owner-occupied
housing units, down payment and closing cost assistance for the acquisition of affordable single family
housing, and funding for rental housing development preservation of existing affordable or subsidized
rental housing.

Public Housing Resident Initiatives

Because PHAs are eligible applicants under the HOME Program, TDHCA sends notices of funding
availability to all PHAs in the state. At HOME application workshops, application processes are discussed
in detail, including those related to HBA/ADDI. In addition to PHAs that have received HOME funds to
provide homebuyer assistance in their areas, PHAs have also received HOME tenant-based rental
assistance funds, enabling them to provide additional households with rental assistance and services to
increase self-sufficiency.

Lead-Based Hazards

The HOME Program requires an environmental site assessment and the abatement of lead-based paint if
the structure being rehabilitated was constructed prior to 1978. There is significant training, technical
assistance, and oversight of this requirement on each contract funded under the HOME Program.

Poverty-Level Households

Through the HOME Tenant-Based Rental Assistance Program, TDHCA assists households with rental
subsidy and security and utility deposit assistance for a period not to exceed two years. As a condition to
receiving rental assistance, households must participate in a self-sufficiency program, which can include
job training, GED classes, or drug dependency classes. The HOME Program enables households to
receive rental assistance while participating in programs that will enable them to improve employment
options and increase their economic independence and self-sufficiency.

Institutional Structure

The HOME Program encourages partnerships in order to improve the provision of affordable housing.
TDHCA currently directly allocates $500,000 in HOME funds to the Home of Your Own Coalition, which
assists persons with disabilities purchase a home by providing education and financial assistance.
Organizations receiving HBA/ADDI funds are required to provide homebuyer education classes to
households directly, or coordinate with a local organization that will provide the education. In addition,
organizations receiving TBRA funds must provide self-sufficiency services directly, or coordinate with a
local organization that will provide the services.
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HOUSING OPPORTUNITIES FOR PERSONS WITH AIDS 2006 ACTION PLAN

INTRODUCTION

This 2006 Action Plan for Housing Opportunities for Persons with AIDS (HOPWA) is part of the 2005—
2009 State of Texas Consolidated Plan for program year 2006 (February 1, 2006, through January 31,
2007). Although this plan is part of the Consolidated Plan submitted to the US Department of Housing
and Urban Development (HUD) by the Texas Department of Housing and Community Affairs, HUD will
directly contract with the Texas Department of State Health Services (DSHS) for the HOPWA program, as it
has done since 1992.

NEEDS STATEMENT

The Human Immunodeficiency Virus (HIV) disease and Acquired Immunodeficiency Syndrome (AIDS) has
become a disease disproportionately affecting the poor. The proportion of AIDS cases is higher among
women, children, and minorities, who are already over represented among the poor. The debilitating
nature of HIV disease and the high cost of medical treatment affect employability, while increasing the
cost of living. Loss of employment, underemployment, and lack of insurance quickly drain financial
resources and can lead to loss of housing. While affordable housing declines, the need for housing may
actually increase as people with HIV live longer due to improved medical treatments.

Using an estimate made by the National Commission on AIDS that one-third to one-half of persons with
AIDS are either homeless or at risk of homelessness; there may be from 16,283 to 24,283 people living
with AIDS in Texas who are homeless or at risk of homelessness. It is unknown how many symptomatic
people with HIV are at risk. Housing continues to rank high on the needs assessments of people with
HIV/AIDS as assessed regularly by the Ryan White Title Il planning bodies.

DSHS distributes approximately $21.5 million in Ryan White and State Services contracts to provide a
wide array of health and social services for persons with HIV/AIDS. An additional $55 million is spent on
HIV medications. Federal Ryan White funds may not be used for housing except for housing referral
services and short-term or emergency housing defined as necessary to gain or maintain access to
medical care.

The Texas HOPWA program continues to fill the unmet need by providing emergency housing assistance
and rental assistance. Because the primary objective of this project is the provision of assistance to
continue independent living, the continuation of HOPWA funding is critical in addressing the threat of
homelessness for persons with HIV/AIDS in Texas.

PROPOSED ACTIVITIES
The Texas Department of State Health Services (DSHS) proposes to continue the following activities.

Emergency Assistance Program

This program provides short-term rent, mortgage, and utility payments to prevent homelessness of the
tenant or mortgagor of a dwelling. It enables low income individuals at risk of becoming homeless to
remain in their current residences for a period not to exceed 21 weeks in any 52-week period. Payments
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for rent, mortgage, and/or utilities, including telephone, up to the cap established locally, are provided.
The project sponsor makes payment directly to the provider with the client paying any balance due.

Rental Assistance Program

This program provides tenant-based rental assistance, including assistance for shared housing
arrangements. It enables low income clients to pay their rent and utilities until there is no longer a need,
or until they are able to secure other housing. Clients must contribute the greater of 10 percent of gross
income or 30 percent of adjusted gross income towards their rent, or they must contribute the amount of
welfare or other assistance received for that purpose. The project sponsor pays the balance of the rent up
to the fair market rent value.

Supportive Services

DSHS is implementing a new activity as allowed under 24 CFR 574.300 for Supportive Services. These
services will be limited primarily to case management and the purchase of smoke detectors for HOPWA
clients.

PROGRAM PLAN

On the basis of past performance, DSHS estimates that 1,360 persons can be provided with short-term
rent, mortgage, and utility payments, and 1,290 persons can be provided project- or tenant-based rental
assistance during the project year. Individuals eligible to receive assistance or services under the HOPWA
program are persons with HIV/AIDS and their families who are low income, as defined by HUD.

All 25 of the state’s HIV Service Delivery Areas (HSDAs) receive HOPWA funding through a contract with
the Administrative Agency serving the HSDA. Each Administrative Agency administers contracts with one
or more Project Sponsors who directly serve HOPWA client needs.

Administrative Agencies are selected based on a competitive RFP process. Award of their funding
allocation is contingent upon the submission of a DSHS accepted plan of action. DSHS reserves 3 percent
of total award for administrative and indirect costs combined including Administrative Agency
administrative costs. Project Sponsors are allowed to use up to 7 percent of their allocation for personnel
or other administrative costs while Project Sponsors are required to provide case management, case
management and other support services are provided primarily through Ryan White CARE Act funds and
State Services funds.

GEOGRAPHIC DISTRIBUTION

The general locations for the proposed activities cover the entire state through established HSDAs. An
Administrative Agency administers the HOPWA grant, Ryan White CARE Act/Title Il grant, and the State
Services grants. There are 30 counties that are excluded from the state allocation because they receive
direct funding from HUD.

The excluded counties are in the five directly-funded Eligible Metropolitan Service Areas of Austin, Dallas,
Fort Worth, Houston, and San Antonio as follows: Bastrop, Caldwell, Hays, Travis, Williamson, Collin,
Dallas, Denton, Ellis, Kaufman, Rockwall, Johnson, Parker, Tarrant, Wise, Austin, Chambers, Fort Bend,

2006 State of Texas Consolidated Plan One-Year Action Plan
108



ACTION PLANS

HOPWA

Harris, Liberty, Montgomery, Waller, Atascosa, Bandera, Bexar, Comal, Guadalupe, Kendall, Medina, and

Wilson.

HOPWA funds are allocated to HSDAs based on a formula allocation that includes HIV morbidity, poverty,
and other data. DSHS does not include minority concentration in its allocation formula, as referenced in

24 CFR 91.320(d).

HOPWA funds are allocated to HSDAs based on the following:
e Each HSDA's proportion of the total number of Texas AIDS cases reported, as collected by DSHS’s

HIV/AIDS Surveillance System

e Each HSDA’s proportion of the total Texas population, using estimates from the Texas A&M

University Texas State Data Center

e The ratio of each HSDA's estimated 1990 poverty rate to the State's 1990 poverty rate
*This formula allocation is currently being re-evaluated.

In addition to the formula allocation, DSHS uses any unspent funds to reallocate and/or redistribute
funds to HSDAs that have shown the ability to effectively use HOPWA funds and are in greatest need of

funds.

Administrative Agencies

DSHS proposes to contract with the following entities for HOPWA.

Bexar County Housing and Human Services
233 North Pecos Street, Ste. 590
San Antonio, TX 78207-3180

Brazos Valley Council of Governments
P.0. Box 4128
Bryan, TX 77805-4128

Dallas County Health and Human Services
2377 North Stemmons Frwy., Ste. 600
Dallas, TX 75207-2710

East Texas Administrative Resource Center
P.0. Box 9007

West Loop 281

Longview, TX 75604

Galveston County Health District
P.0O. Box 939
La Marque, TX 77568-0939

Houston Regional HIV/AIDS Resources Group, Inc.

500 Lovett Boulevard, Ste. 100
Houston, TX 77006

Lubbock Regional MHMR Center
P.O. Box 2828

1602 Tenth St.

Lubbock, TX 79408-2828

Planned Parenthood Center of El Paso, Inc.
1801 Wyoming Avenue, Ste. 202
El Paso, TX 79902

South Texas Development Council
P.0. Box 2187

4812 North Bartlett

Laredo, TX 78044-2187

Tarrant County Health Department
1101 South Main St., Ste. 2500
Fort Worth, TX 76104-4802
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HOPWA

Project Sponsors

Administrative Agencies contract with Project Sponsors in each HSDA as follows.

Bexar County

Coastal Bend AIDS Foundation, Inc.
800 Mann Street, Suite 800

Corpus Christi, TX 88401

Contact: Mary Olivarez, 361-814-2001

United Medical Centers—Eagle Pass

P.0. Box 1470

Eagle Pass, TX 78853

Contact: Connie Villarreal, 830-777-5358

Victoria City-County Health Department
2805 North Navarro, Ste. 104

Victoria, TX 77901

Contact: Bain C. Cate, M.D., 361-572-0125

Housing Authority of Victoria

401 Halsey

Victoria, TX 77901

Contact: Delores Garza, 361-575-3682

Brazos Valley Council of Governments
Community Action, Inc., Hays, Caldwell
P.O. Box 748

San Marcos, TX 78667

Contact: Cynthia Juniper, 512-392-1161

San Angelo AIDS Foundation, Inc.
P.0O. Box 62474

San Angelo, TX 76906

Contact; Rita Castro, 325-658-3634

United Way of the Greater Fort Hood Area
208 West Avenue A
Killeeen, TX 76541
Contact: Robert E. Luckey, 254-634-0660

Waco-McLennan County Public Health District
225 West Waco Drive

Waco, TX 76707

Contact: Bobbie Stephens, 254-750-5499
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Dallas County Health and Human Services
AIDS Resource Center of Texoma, Inc.
222 West Brockett

Sherman, TX 75090

Contact: William Stringer, 903-813-1272

AIDS Resources of Rural Texas

P.0. Box 1720

Weatherford, TX 76086

Contact: Bradley Ward, 817-596-3022

East Texas Administrative Resource Center
Special Health Resources, Inc.

P.0. Box 9007

Longview, TX 75608

Contact: Donna Emery, 903-619-0288

Galveston County Health District

AIDS Coalition of Coastal TX, Inc.

P.0. Box 939

La Marque, TX 77568

Contact: Anne Garcia McMorris, 409-938-2401

Houston Regional HIV/AIDS Resources

Health Horizons of East Texas, Inc.

P.O. Box 635022

Nacogdoches, TX 75961

Contact: Wilbur Brown, Jr., Ed. D., 936-569-8240

Triangle AIDS Network

P.O. Box 12279

Beaumont, TX 77726

Contact: Bonnie S. Brooks, 409-832-8338

People with AIDS Coalition—Houston, Inc.
603 Avondale

Houston, TX 77006

Contact: Brenda Myers, 713-522-5428



Lubbock Regional MHMR Center
Panhandle AIDS Support Org., Inc.

1523 S. Taylor

Amarillo, TX 79101

Contact: Michael Timcisko, 806-372-1050

Permian Basin Community Center MHMR
502 N. Carver

Midland, TX 79701

Contact: Larry Carroll, 432-570-3390

Planned Parenthood Assoc. of Lubbock, Inc.
Briercroft Office Park, Bldg. 14

Lubbock, TX 79412

Contact: Tony Thornton, 806-795-7123

South Plains AIDS Resource Center—Lubbock
202 37t Street

Lubbock, TX 79404

Contact: Roger Culberson, 806-765-0444

Planned Parenthood Center of El Paso, Inc.
1801 Wyoming Avenue, Ste. 202

El Paso, TX 79902

Contact: Norma Vasquez, 915-544-8195

ACTION PLANS

HOPWA

South Texas Development Council
City of Laredo Health Department
P.0. Box 2337

Laredo, TX 78044

Contact; Hector Gonzalez, M.D., M.P.H., 956-723-2051

Valley AIDS Council

418 East Tyler, Ste. B

Harlingen, TX 78550

Contact: Charles R. Smith, 956-428-2653

Tarrant County Health Department

AIDS Resources of Rural Texas

P.0. Box 1720

Weatherford, TX 76086

Contact: Doug Cooper, LCSW, 817-596-3022

AIDS Resources of Rural Texas—Abilene

P.0. Box 1720

Weatherford, TX 76086

Contact: Doug Cooper, LCSW, 817-596-3022

Wichita Falls—Wichita County P.H. District
1700 Third Street

Wichita Falls, TX 76301

Contact: Dewayne Robertson, 940-761-7804

*Please note some Project Sponsors may change in 2006.

CLIENT PARTICIPATION

HIV Care clients are informed about the availability of housing assistance during intake, and applications
for assistance are taken. Having met HUD's basic eligibility criteria, clients may be selected on the basis
of a more restrictive income requirement and, once in the program, may be subject to monthly caps on
emergency rental and utility assistance. Clients are assessed for changes in housing eligibility status
during regular assessment visits with their case manager. Any client needing housing assistance may
request determination of eligibility as needed.

Information regarding HOPWA assistance and eligibility criteria is made available to all HIV service
agencies in the HSDA, and potential clients are referred. In addition, project sponsors are required to
collaborate with local housing authorities and other housing assistance programs in the HSDA to insure
that appropriate referrals can be made to maximize available resources.
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COORDINATION

Because DSHS is the state agency that administers assistance provided under the Ryan White CARE Act
Title Il, as well as state funds appropriated for persons with HIV/AIDS and their families, coordination of
HOPWA assistance with agencies responsible for providing services to these individuals is assured.

In turn, Administrative Agencies contract directly with the HOPWA Project Sponsors and administer HIV
health and social services administered by DSHS, including the Ryan White and the State Services
Grants. The fundamental purpose is to ensure the coordination of all agencies serving those with
HIV/AIDS to avoid duplication, save dollars, and provide the best possible services to people with
HIV/AIDS.

MONITORING
HOPWA project sponsors are monitored by the HIV Administrative Agencies according to program
standards set out in the DSHS HOPWA program manual located at

http://www.tdh.state.tx.us/hivstd/fieldops/hopwa.htm.  Principles for fiscal administration are
established by the Texas Uniform  Grants Management Standards located at
http://www.governor.state.tx.us/divisions/stategrants/files/UGMS062004.doc. The requirements for
project monitoring are established by DSHS in the Administrative Agency Core Competencies document
located at http://www.tdh.state.tx.us/hivstd/files/AA_Core_Competencies_2005.doc.

HOPWA PROGRAM ACTIONS

This section describes how the HOPWA Program addresses the following: affordable housing, public
housing resident initiatives, lead-based pain hazards, poverty-level households, and institutional
structure. Please note that the only action that HOPWA addresses is lead-based paint.

Lead-Based Hazards

HUD requires providers to give all HOPWA clients the lead-based paint pamphlet entitled Protect Your
Family from Lead in Your Home. The client's case record must include documentation that a copy of the
pamphlet was given to the client. The pamphlet was developed by the Environmental Protection Agency in
response to concern about lead-based paint hazards in the home.

For each HOPWA household, the case manager must certify the following:

If the structure was built prior to 1978, and there is a child under the age of six who will reside in the
property, and the property has a defective paint surface inside or outside the structure, the property
cannot be approved until the defective surface is repaired by at least scraping and painting the
surface with two coats of non-lead based paint. Defective paint surface means: applicable surface on
which paint is cracking, scaling, chipping, peeling or loose. If a child under age six residing in the
HOPWA-assisted property has an Elevated Blood Level, paint surfaces must be tested for lead-based
paint. If lead is found present, the surface must be abated in accordance with 24 CFR Part 35.
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AVAILABLE RESOURCES

The consolidated plan must describe the Federal resources expected to be available to address the
priority needs and specific objectives identified in the strategic plan, in accordance with §891.315.
Descriptions of the funding amounts for the specific HUD programs covered by this Plan are provided in
each program’s Action Plan section.

The consolidated plan must also describe resources from private and non-federal public sources that are
reasonably expected to be made available to address the needs identified in the plan. The plan must
explain how Federal funds will leverage those additional resources, including a description of how
matching requirements of the HUD programs will be satisfied. A description of the match requirements of
the HUD programs covered by this Plan are provided in each program’s Action Plan section.

HOME PROGRAM

For the HOME Program, Section 2306.111(d) of the Texas Government Code requires that TDHCA use a
Regional Allocation Formula (RAF) to allocate its HOME funding. This RAF objectively measures the
affordable housing need and available resources in 13 State Service Regions TDHCA uses for planning
purposes. To mitigate any inherent inequities in the way these resources are regionally allocated, the RAF
compares each region’s level of need to its level of resources. Regional funding adjustments are made
based on the results of this comparison. For the 2006 RAF, the following available resources were
determined to have been available or distributed in 2005 in the areas eligible for TDHCA HOME funds.
While these amounts are subject to change in 2006, it is thought that overall they represent a useful
estimate of the availability of funding for activities similar to those eligible under the HOME Program.

Source Funding Level
State of Texas Housing Trust Fund $ 4,203,697
HUD Housing for Persons with AIDS $ 1,546,851
HUD Public Housing Authority Capital Improvements Funding $ 36,534,599
HUD Section 8 Funding $ 146,053,519
USDA Multifamily Development Funding $ 6,794,000
USDA Rental Assistance Funding $ 28,164,849
Federal Housing Tax Credits $ 155,424,069
Multifamily Bond (MFB) Financing $ 51,227,369
Federal Housing Tax Credits Associated with MFB Financing $ 37,898,379
USDA Single Family Funding $ 45,915,871
Single Family Bond Financing $ 140,860,433
HOME Funding $ 48,401,779
Total Resources $ 703,025,416
HOPWA

Although Ryan White and State HIV Services funds may be used for housing, a very small amount is
currently allocated for that purpose. Ryan White case managers also provide HOPWA case management,
and attempt to fulfill housing needs through the HOPWA program or through other local housing
programs.
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GENERAL INFORMATION ON OTHER PROGRAMS

TDHCA is required by State law to publish a Program Guide the outlines state and federal housing and
housing-related programs that are available in Texas. The guide has information on all TDHCA programs
and includes housing-related programs from other state and federal agencies. This detailed document is
organized by activity area and then by administering entity. For each specific program, contact
information at the appropriate agency is provided. The 120-plus page document is updated annually and
is currently available on line at http://www.tdhca.state.tx.us/ppa/docs/hrc/05-ProgramGuide-
050607.pdf or in hard copy upon request.
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OTHER ACTIONS

The following section lists other actions taken by the State to fulfill the consolidated planning
requirements concerning the provision of affordable housing. For a complete account of all of the State’s
actions, please also consult the program statements for the formula grants in the previous section as
many of the formula grants also address the issues listed below.

COMPLIANCE MONITORING

It is one of the functions of the Portfolio Management and Compliance Division to oversee the
development and enforcement of compliance procedures to ensure that program requirements are met.
This monitoring is accomplished through participation in program development, technical assistance, and
field visits. Compliance staff are responsible for monitoring occupancy requirements established in
restrictive use agreements. Examples are, but not limited to, monitoring occupancy requirements of the
Housing Tax Credit Program in accordance with Section 42, monitoring income eligibility and tenure of
affordability in the HOME Program, and monitoring income and rent eligibility for the Housing Trust Fund
and Private Activity Bonds. The Compliance Division is also responsible for the post-construction or post-
rehabilitation monitoring of multifamily properties.

HousING TAX CREDIT (HTC) PROGRAM
The HTC Program directs private capital toward the creation of affordable rental housing by providing

financial incentives to nonprofit and for-profit developers of multifamily housing. Interested persons
should obtain a copy of the Housing Tax Credit Qualified Allocation Plan and Rules (QAP) for a more
detailed description of the program. A number of other descriptive documents are available on TDHCA'’s
web site at www.tdhca.state.tx.us.

Applicable Not Applicable

Emergency shelter and transitional housing needs of homeless persons

Homelessness prevention

Special needs of homeless persons

Meeting underserved needs

Foster and maintain affordable housing

Remove barriers to affordable housing

Reduce lead-based paint hazards

Reduce the number of poverty-level families

Develop institutional structure

XU X[ X[ X[ X | X<| X<| X<| X| >

Enhance coordination between public and private housing and social
service agencies

>

Foster public housing resident initiatives

Emergency Shelter and Transitional Housing Needs of Homeless Persons
The HTC Program, by providing financial incentives to nonprofit and for-profit developers of transitional

housing, addresses some needs of homeless persons.

Homelessness Prevention

The HTC Program awards points toward allocations for projects designed solely as transitional housing for
homeless persons with supportive services designed to assist tenants in locating and retaining
permanent housing. The program’s selection criteria awards points to developments in danger of
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foreclosure, with consequent loss of affordable rental units. Maintaining the affordability of these
developments aids in preventing the homelessness of the tenants.

Special Needs of Homeless Persons
The program awards points to encourage the development of projects specifically for homeless persons
and that provide appropriate supportive services for this population.

Meeting Underserved Needs
The program awards points and sets priorities to encourage developments that serve the groups with the
most need. Through the QAP’s selection criteria, TDHCA provides preferences to applications that:
e are located in underserved areas where the federal, state, or local government is trying to
encourage development;
e supply housing in areas with the greatest need for affordable housing; and
e provide units for tenants at lower income levels.

Foster and Maintain Affordable Housing
The fundamental purpose of the HTC Program is fostering and maintaining affordable housing. The QAP’s
scope states the following:

“TDHCA shall administer the program to encourage the development and preservation of appropriate
types of rental housing for households that have difficulty finding suitable, accessible, affordable
rental housing in the private marketplace; maximize the number of suitable, accessible, affordable
residential rental units added to the state’s housing supply; prevent losses for any reason to the
state’s supply of suitable, accessible, affordable residential rental units by enabling the rehabilitation
of rental housing or by providing other preventive financial support; and provide for the participation
of for-profit organizations and provide for and encourage the participation of nonprofit organizations
in the acquisition, development, and operation of accessible affordable housing developments in
rural and urban communities.”

Remove Barriers to Affordable Housing

This activity is indirectly addressed by building developments that are comparable to market-rate
properties in construction and amenities. Furthermore, overcoming the local opposition to affordable
housing through education is addressed in HTC literature. The HTC Program also encourages its
developers to accept tenants on the waiting lists of public housing authorities. Points are awarded for
marketing HTC projects to such tenants.

Reducing Lead-Based Paint Hazards

TDHCA’s HTC Program requires an environmental site assessment (ESA) as part of the application
package. Such an assessment accounts for all environmental hazards, including lead-based paint. The
engineers performing ESAs have a very high level of awareness of the lead-based paint issue because of
the prevalence of the problem.
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Reducing the Number of Poverty-Level Families

This issue is addressed by the provision of supportive tenant services that would not normally be
available to the resident. By awarding selection criteria points, the QAP encourages the provision of
supportive services that can often assist families in raising their income level and financial knowledge.
Examples of such services include job training, money management classes, adult education, health and
nutritional courses, credit counseling, and homeownership training.

Developing Institutional Structure

Though not explicitly addressed, the existence of the program’s Nonprofit Set-Aside and points given for
nonprofit participation encourage the proliferation of nonprofits. Program provisions are known to have
resulted in the creation of a very small number of nonprofits in past allocation years.

Enhancing Coordination between Public & Private Housing and Social Service Agencies
The provision of supportive services is encouraged by the awarding of points for such services in the QAP.
Supportive services are frequently a part of tax credit developments. The HTC Program facilitates the
construction of affordable housing by both public and private entities. The program oversees the
dispersion of properties built with tax credits in consideration of the location of all affordable housing
developments, including projects that are not associated with the tax credit program.

Fostering Public Housing Resident Initiatives

Public housing resident initiatives are implicitly addressed in the QAP, which provides points to owners
who enter into an agreement to sell a tax credit development to a tenant organization. As a result of the
provision, a very small number of owners have submitted applications including proposals to establish
tenant organizations for the purpose indicated.

HOUSING TRUST FUND
The Housing Trust Fund (HTF) is the only State-funded program dedicated to the development of

affordable housing. The program provides funding to finance, acquire, rehabilitate, and develop
affordable, decent, safe, and sanitary housing for low, very low, and extremely low income persons and
families. Included in these categories are persons with special needs (i.e., homeless, elderly, persons with
disabilities, and persons with HIV/AIDS).

Local units of government, public housing authorities, community housing development organizations
(CHDO), nonprofit organizations, or for-profit entities are eligible to apply for funding under this program.
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Applicable Not Applicable

Emergency shelter and transitional housing needs of homeless persons X

Homelessness prevention X

Special needs of homeless persons

Meeting underserved needs

Foster and maintain affordable housing

Remove barriers to affordable housing

X[ X[ X[ X X<

Reduce lead-based paint hazards

Reduce the number of poverty-level families X

Develop institutional structure

| >

Enhance coordination between public and private housing and social
service agencies

Foster public housing resident initiatives X

Emergency Shelter and Transitional Housing Needs of Homeless Persons
Under HTF, funding for the acquisition, new development, or rehabilitation of transitional housing for the
homeless is an eligible activity.

The Department has reserved approximately $1.8 million in HTF funding for the purpose of supporting
disaster relief efforts in fiscal year 2006. The Department’s Board approved the use of HTF funds for this
purpose in September 2005. Further details about the disaster relief program will be forth coming in
January 2006. Additional funding may be approved for this activity.

Special Needs of Homeless Persons

The homeless are considered a special needs group under the HTF. Additionally, HTF requires applicants
to list the types of services or programs that will be available to residents whose homes were assisted
with HTF dollars. Examples of these services are job training, childcare, counseling, and meal services.
These types of services can be crucial in reducing the number of poverty-level families. This raises the
consciousness of applicants with regard to the importance of these services and serves to enhance
coordination between public and private housing and social service agencies.

Meeting Underserved Needs
The program provides funding to finance, acquire, rehabilitate, and develop affordable, decent, safe, and
sanitary housing for low, very low, and extremely low income persons and families. Included in these
categories are persons with special needs (i.e., homeless, elderly, persons with disabilities, and persons
with HIV/AIDS). HTF strives for a broad geographic distribution of projects, with a focus on rural,
underserved areas. For HTF funded rental developments:
o single family affordable housing must be made accessible to persons with disabilities in
accordance with 82306.514 of the Texas Government Code; and
e multifamily housing units must have a minimum of 5 percent of the units accessible for
individuals with mobility impairments and an additional 2 percent of the units shall be accessible
for individuals with hearing or vision impairments.
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Fostering and Maintaining Affordable Housing

Through its funding activities, HTF preserves affordable housing stock and creates new affordable
housing. Through this process, HTF works to meet the underserved housing needs of Texans. HTF
provides affordable housing assistance through other program activities as well.

HTF’s Capacity Building Program has enhanced the ability of nonprofit organizations to develop affordable
housing by providing training in real estate development, construction management, property
management, and housing finance.

HTF’s Predevelopment Loan Fund has provided organizations with funding for predevelopment expenses.
For many organizations, the up-front costs associated with the development of affordable housing provide
a significant barrier. By awarding predevelopment funding to nonprofits that demonstrate the capacity to
develop affordable housing, this cost barrier can be reduced or eliminated.

Removing Barriers to Affordable Housing
This activity is indirectly addressed by building developments that are comparable to market rate
properties in construction and amenities.

Reducing Lead-Based Paint Hazards

Developments assisted with HTF funds are required to address the issue of lead-based paint. Program
requirements state that applicants are to provide a Phase One environmental survey on all proposed new
development or rehabilitation. The Phase One survey is required to contain both lead-based paint and
asbestos components to identify any potential hazards for residents. If these materials are found on the
property, the owner is required to submit a plan for either the removal or containment of the substance
prior to work proceeding.

Developing Institutional Structure

In 2005, the Housing Trust Fund provided approximately $400,000 in grant funding to 12 nonprofits to
hire staff or contract with technical assistance providers in an effort to increase the organizational
capacity and the production of affordable housing. The Capacity Building program is not subject to the
regional allocation plan since it represents less than 10 percent of the annual Housing Trust Fund
allocation.

Approval for the fiscal year 2006 Capacity Building program is pending final review from the Department’s
Board in January, 2006.

Enhancing Coordination between Public and Private Housing and Social Service
Agencies

Rewarding applicants for providing tenant services raises the consciousness of applicants with regard to
the importance of these services and serves to enhance coordination between public and private housing
and social service agencies.

2006 State of Texas Consolidated Plan One-Year Action Plan
119



OTHER ACTIONS

MULTIFAMILY BOND PROGRAM

TDHCA’s Multifamily Bond Program provides the State with the opportunity to increase the affordable
housing stock at no cost or liability to the State. The programs allow for financing of affordable multifamily
housing through private investment rather than through the use of public funds.

Applicable

Not Applicable

Emergency shelter and transitional housing needs of homeless persons

Homelessness prevention

Special needs of homeless persons

Meeting underserved needs

x| X[ X| >

Foster and maintain affordable housing

Remove barriers to affordable housing

Reduce lead-based paint hazards

Reduce the number of poverty-level families

Develop institutional structure

Enhance coordination between public and private housing and social
service agencies

X X[ X X X

Foster public housing resident initiatives

Fostering and Maintaining Affordable Housing

The Multifamily Bond Program provides long-term variable or fixed-rate financing to nonprofit and for-profit
developers of new or existing multifamily rental properties to generate and/or preserve affordable rental
housing. TDHCA may finance individual multifamily developments or pools of properties located throughout
the state. Under the program, developers agree to set aside a prescribed percentage of a property’s units
for rent to persons and families of low, very low, and moderate income, as well as to persons with special
needs. TDHCA finances properties under the program through the sale of mortgage revenue bonds.

SINGLE FAMILY BOND PROGRAMS

These programs are for the purchase of single family homes by first time homebuyers. The Single Family
Bond Program is designed to assist very low, low, and moderate income families.

Applicable

Not Applicable

Emergency shelter and transitional housing needs of homeless persons

X

Homelessness prevention

Special needs of homeless persons

Meeting underserved needs

X[ X[ >

Foster and maintain affordable housing

Remove barriers to affordable housing

Reduce lead-based paint hazards

Reduce the number of poverty-level families

Develop institutional structure

Enhance coordination between public and private housing and social
service agencies

X[ X[ X X<

Foster public housing resident initiatives

>

Fostering and Maintaining Affordable Housing

Single family lending fosters affordable housing primarily through administration of the Mortgage
Revenue Bond (MRB) First Time Homebuyer Program. This program channels low-interest mortgage
money through participating Texas lenders to eligible families who are either purchasing their first home

or who have not owned a home within the preceding three years.
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Removing Barriers to Affordable Housing

Single family programs assist in overcoming barriers to mortgage financing by offering down payment
assistance programs. Qualified individuals and families (115 percent or less of AMFI) may receive grants
or zero-percent subordinate financing to cover down payment and allowable closing costs. This financing
lowers the overall monthly housing obligation expense and overcomes the “lack of funds” hurdle typically
faced by low to moderate income households.

ENERGY ASSISTANCE PROGRAMS

The Weatherization Assistance Programs and Comprehensive Energy Assistance Program provide
housing-related assistance by reducing energy expenses and energy consumption through assistance
with utility payments and weatherization. Both programs are federally funded.

Applicable Not Applicable

Emergency shelter and transitional housing needs of homeless persons X

Homelessness prevention X

Special needs of homeless persons X

Meeting underserved needs X

Foster and maintain affordable housing

Remove barriers to affordable housing

|| X<

Reduce lead-based paint hazards

Reduce the number of poverty-level families X

Develop institutional structure X

Enhance coordination between public and private housing and social X
service agencies

Foster public housing resident initiatives X

Homelessness Prevention

A number of studies have shown that high energy costs contribute to home abandonment. Reducing
energy consumption and increasing energy affordability through the Weatherization Assistance Program
(WAP) and the Comprehensive Energy Assistance Program (CEAP) allows households to meet their overall
housing expenses.

Meeting Underserved Needs

Community assessments conducted by community action agencies (CAAs) indicate that energy assistance
programs are greatly needed in low income areas. In some areas, TDHCA programs may be the only
energy assistance programs available.

Reduce the Number of Poverty-Level Families

CEAP takes a case management approach to energy assistance by which the program addresses the
underlying contributing causes to energy induced hardship. Often this involves enrolling clients in
education, training, and employment programs.

Enhance Coordination between Public and Private Housing and Social Service Agencies
The energy assistance program deals with many housing issues in an indirect manner through its
involvement in a number of partnership programs with investor-owned utilities in the provision of
weatherization services.
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OFFICE OF COLONIA INITIATIVES

The Office of Colonia Initiatives (OCI) was created and charged with the responsibility of coordinating all
colonia initiatives and managing portions of TDHCA's existing programs targeted to colonias. All of the
assistance provided by OCI is designed for border communities and/or colonia residents. A colonia is
defined as a geographic area located within 150 miles of the Texas-Mexico border that has a majority
population composed of individuals and families of low, very low, and extremely low income who lack
safe, sanitary, and sound housing together with basic services such as potable water, adequate sewage
systems, drainage, streets, and utilities.

Applicable Not Applicable

Emergency shelter and transitional housing needs of homeless persons X
Homelessness prevention X
Special needs of homeless persons X
Meeting underserved needs X

Foster and maintain affordable housing X

Remove barriers to affordable housing X

Reduce lead-based paint hazards X
Reduce the number of poverty-level families X
Develop institutional structure X

Enhance coordination between public and private housing and social X

service agencies

Foster public housing resident initiatives X

Meeting Underserved Needs

OCl meets the need of underserved populations by virtue of the programs’ geographical area and by
focusing on extremely low and very low income households (at or below 60 percent of AMFI) that are
exceptionally prone to poverty.

Fostering and Maintaining Affordable Housing

OCI fosters affordable housing through the Texas Bootstrap Loan Program created by the 76th Texas
Legislature to promote and enhance homeownership for very low income Texans by providing loan funds
to purchase or refinance real property on which to build new residential housing or improve existing
residential housing. This program is specifically designed to promote self-help construction methods and
allow residents to build their own homes.

Another method used to foster affordable housing is the Contract for Deed Conversion Program, whereby
eligible residents can apply to convert their existing contract for deed into a traditional note and deed of
trust. This allows residents to begin to build equity on their property and use their property as collateral
for securing a construction/rehabilitation loan.

Additionally, the intent of the Colonia Model Subdivision Loan Program is to provide low-interest loans for
the development of new, high-quality, residential subdivisions that provide alternatives to substandard
colonias.

Removing Barriers to Affordable Housing

There are presently seven counties (EI Paso, Webb, Starr, Hidalgo, Maverick, Val Verde, and
Cameron/Willacy) with Colonia Self-Help Centers. These centers provide technical assistance in housing
finance and rehabilitation, new construction, surveying and platting, construction skills, tool libraries,
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credit and debt counseling, grant preparation, infrastructure construction and access, consumer
education, and other improvements.

Additionally, OCI has created a Colonia Resident Advisory Committee that advises TDHCA regarding the
needs of colonia residents, as well as programs and activities operated through the self-help centers.
Other examples of barrier removal include obtaining a waiver from HUD allowing for the use of a new set
of housing standards for Texas’ colonias. This set of minimum standards, known as the Colonia Housing
Standards (CHS), was adopted by HUD and FHA to insure loans in the colonias. The new standards
provide basic, safe, sanitary, and structurally sound housing needed to alleviate the existing health risks
in the areas. OCI has also developed and implemented a consumer education program for residents
purchasing residential property under a contract for deed. This program provides valuable information on
the rights and responsibilities of purchasing residential property under a contract for deed vs. a
traditional note and deed of trust.

Developing Institutional Structure

OCI oversees three Border Field Offices (BFOs) located in Edinburg, El Paso, and Laredo that serve a 75-
county area with a primary purpose to provide technical assistance to units of local governments,
nonprofits, for-profits, colonia residents, and the general public on Department’s programs and services
through on-site visits and other outreach activities along the Texas-Mexico border region. Each BFO is
responsible for marketing Department programs and services to colonia and border residents. In addition,
BFOs conduct on-site loan packaging and processing, homebuyer counseling, inspections, and
administration of the various contracts regarding the Department’s border and colonia initiatives such as
the Colonia Self-Help Centers, Contract for Deed Conversion Program, and the Texas Bootstrap Loan
Program. This collaboration of efforts serves as a mechanism for improving developing institutional
structures that are responsive to the needs of colonia residents.

Enhancing Coordination between Public and Private Housing and Social Service
Agencies

Through the Texas Border Infrastructure Group, chaired by the Secretary of State’s Office, OCI created The
Border Resource Guide containing up-to-date program funding information for federal, state, local, and bi-
national organizations. The Border Resource Guide is distributed throughout the Texas-Mexico border to
assist organizations and inform them of funding opportunities.

Another effort managed by OCI includes the operation of three Border Field Offices located in Edinburg,
Laredo, and El Paso. Through the efforts of border field representatives, coordination and communication
between public and private agencies is maintained. Technical support is provided to organizations
needing assistance in accessing department resources and/or seeking funding opportunities.
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TEXAS DEPARTMENT OF STATE HEALTH SERVICES (DSHS)

During 2006, DSHS anticipates the following other activities:

DSHS is implementing a new activity as allowed under 24 CFR 574.300 for Supportive Services.
These services will be limited primarily to case management and the purchase of smoke
detectors for HOPWA clients.

Based on statewide stakeholder meetings held during the Fall of 2005, DSHS will implement
changes to the current Administrative Agency structure. Due to diminishing funding, the state
may make changes to maximize our HIV client services dollars.

DSHS will provide additional guidance to Administrative Agencies and Project Sponsors on
HOPWA administrative caps, and implement corrective action where needed. The State and
the Administrative Agencies combined may not use more than 3 percent of the overall
grant award for costs relating to grant administration, as defined at 24 CFR 574.3. Project
Sponsors carrying out HOPWA activities through the state program may not use more than
7 percent of the amounts they receive for administrative costs (see 24 CFR Section
574.300(b)(10)(i)-(ii)). Administrative costs are defined as “costs for general management,
oversight, coordination, evaluation, and reporting on eligible activities. Such costs do not
include costs directly related to carrying out eligible activities, since these costs are eligible
as part of the activity delivery costs of such activities.”

DSHS will implement changes to funding of certain Administrative Agencies and Project
Sponsors in compliance with OMB Bulletin No. 03-04, Revised Definitions of Metropolitan
Statistical Areas, New Definitions of Metropolitan Statistical Areas and Combined
Statistical Areas and Guidance on Uses of the Statistical Definitions of These Areas, as
indicated in the following table:

Changes in Service Areas Using New MSA Definitions, Including
HOPWA FORMULA JURISDICTIONS Divisions
NAME OF HOPWA GRANTEE FOR THE
METROPOLITAN STATISTICAL AREA (MSA) OR Counties Added to Prior Counties Cut From Prior Service
DIVISION Service Area Area
Atascosa, Austin, Bandera,
Brazoria, Delta, Galveston, Kendall,
TEXAS Henderson & Hood Medina, San Jacinto, & Wise
AUSTIN-ROUND ROCK, TX
DALLAS-PLANO-IRVING, TX DIVISON Delta Henderson
FORT WORTH-ARLINGTON, TX DIVISON Wise Hood
Austin, Brazoria, Galveston &
HOUSTON-BAYTOWN-SUGAR LAND, TX San Jacinto
Atascosa, Bandera, Kendall &
SAN ANTONIO, TX Medina

Note: This table is an excerpt from a table published in the US Department of Housing and Urban Development publication CPD-03-11.

HOPWA Administrative Agencies and Project Sponsors will be responsible for implementing the
new Outcome Performance Measurement system beginning 02/01/06-01/31/07. For
additional details about the proposed Outcome Performance Measurement System, please
reference Federal Register/Vol. 70, No. 111/Friday, June 10, 2005/Notices.
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SUMMARY OF PUBLIC COMMENT

The Plan was made available for public comment from September 19, through October 18, 2005.
Comment was accepted in writing and at 13 Consolidated hearings held across the state. Approximately
97 individuals attended the public hearings held in the following cities: Abilene, Arlington, Austin, Corpus
Christi, Crockett, El Paso, Houston, Lubbock, McAllen, Midland, Mt. Pleasant, San Antonio, and Temple.
These public hearings took comment in the Draft 2006 Plan, and comment was solicited for each
program, CDBG, HOME, ESGP, and HOPWA, separately.

The comments summarized below were received during the public hearings or submitted in writing. To
review hearing transcripts, contact TDHCA'’s Division of Policy and Public Affairs at 512-475-3976. Please
note that no comments were received for HOPWA at the public hearings or directly by the Texas
Department of State Health Services.

COMMENT REGARDING THE COMMUNITY DEVELOPMENT BLOCK GRANT
PROGRAM

NOTE: The Texas Community Development Program (TCDP) uses a biannual funding design to expedite
the allocation and obligation of CDBG funds under a biannual funding competition. Since, the TCDP
selected its 2006 awardees (pending 2006 CDBG funding) through the 2005-2006 funding competitions
by following the selection procedures under the 2005 TCDP Action Plan, very little could be changed
under the proposed 2006 TCDP Action Plan in terms of the distribution process and competition scoring
from that of the approved 2005 Action Plan. Although 18 public hearings for the proposed 2006 TCDP
Action Plan were held throughout the state, only two comments were received regarding the 2006
Proposed TCDP Action Plan.

Comment: Retaining the 12-Month Disaster Relief Fund Application Due Date Period
On July 28, 2005, ORCA held a 2006 Proposed TCDP Action Plan public hearing in Kerrville, Texas. The
following was accepted as public comment:

“The timeframe for submitting a Disaster Relief application no more than 6 months after the date the
disaster event occurred would be too short. If it were 6 months it would put the city or county at a
disadvantage. We should retain the 12-month period that was allowed in the 2005 Action Plan.”

o ORCA Response
The TCDP shall continue to allow eligible Disaster Relief applicants to submit their Disaster Relief
applications no later retain the 12 months from the date of the Presidential or Governor’s
declaration.

Comment: New GASBE 34 Rules Delay a TCDP Grant Recipients Ability to Complete
Projects on Time

On August 1, 2005, ORCA held a 2006 Proposed TCDP Action Plan public hearing in Kingsville, Texas. The
following was accepted as public comment;

“Due to the new GASB 34 rule, many auditors are overwhelmed or overworked due to rules and
regulations. Paperwork is taking 9-12 months to complete. Therefore, many communities can’t
submit audits to ORCA within the six months to meet the audit threshold. Extensions are hurting
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cities that take time on projects rather than those working toward their future scores and rushing
projects.”

ORCA Response

ORCA’s TCDP Funding is made available from Community Development Block Grant (CDBG) funds
from the US Department of Housing and Urban Development (HUD). Subrecipients expending
$500,000 or more in total Federal and State awards during the fiscal year shall obtain either an
annual single audit or an annual program specific audit. The single audit is due within 9 months
after the end of the audited fiscal year per the US Office of Management and Budget Circular A-
133. The GASB 34 rule must be followed by those sub-recipients who must submit an annual
single audit or program specific audit. This is a federal/HUD requirement that the state of Texas
must follow in order to make state CDBG awards and cannot be waived. ORCA recognizes that
there will be a learning curve for grant recipients in the first year of implementing the new
financial requirements. Grant recipients will avoid a lot of frustration and ORCA strongly
encourages hiring a CPA firm (1) early in the audit process; (2) that is knowledgeable in the new
GASB 34 requirements (ask and get confirmation about CPE hours related to GASB 34); and (3)
that is able to start and complete your audit in a timely period (as stipulated by your engagement
letter) to comply with federal, state, and contractual requirements. For detailed information on
GASB 34, see www.gasb.org.
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GENERAL COMMENTS RECEIVED DURING THE PUBLIC COMMENT PERIOD
THAT COULD AFFECT THE HOME PROGRAM

Comment: Disaster Relief Policy Development

A few comments were provided on issues to consider in developing disaster relief programs. These
included both using rental assistance for short-term help and rental development funding to increase the
available housing supply.

“..I would strongly encourage...lifting that requirement of home funds not being used in the
participating jurisdictions. You've got to lift that, because that's where all the Katrina evacuees are.
There's very few in the rural areas. They are inner-city folks who have relocated. They'd like to
continue to be close to inner- city folks, and we have a lot of that in this area, and every city does.
Unfortunately what's going to end up happening is a higher level of blighted living conditions unless
money is infused. You could use TBRA vouchers, the HOME Program TBRA vouchers, on a temporary
basis. Many of these folks are going to return home. Many may go someplace else, so the TBRA
voucher, | would think, would be a good, short-term utilization for housing.

“Secondly, if you've got some other funding source available such as through the Housing Trust Fund,
perhaps that could go into your bricks and sticks, your actual building of additional housing stock,
because we are going to see in Corpus Christi -- | guarantee you we're going to run up against, There
ain't no more housing, or there is no more housing in Corpus Christi that not only the Katrina
evacuees but our local folks who have been on waiting lists for so, so long with the public housing,
with Section 8 housing.

“The City of Corpus Christi is an entitlement - has entitlement HOME allocation, CDBG and ESG.
Many times those dollars had to be spread out amongst -- what? -- 30, 40 agencies. They may have
good programs, but there's not enough money...| believe that the State of Texas should (consider
sharing resources for entitlement areas for) disaster-related activit(ies). We're talking about a
housing stock that needs to be brought up to standards. We're talking about a nonexistent housing
stock for emergency shelter type of activity for those evacuees. Lets us(e) some of these dollars to
build ...apartments... We're talking about an 18-month period here, so if the State could redirect
some of those dollars to this effort that we're having locally here... We could probably do a lot of good
stuff, good things. So I'm suggesting,...like a million dollars, you know, for example. Right. Sure. It's a
lot of money. But still there's a need out there. We talk about 130 families still without shelter,
without homes, and we don't want to (re)place it with the homeless situation.”

o TDHCA Response
The Department has received a number of state and federal waivers that allow it to more

effectively use its HOME funds for Disaster relief.

The following revision was made to allow funding in PJs for Hurricane Rita disaster relief.

“Activity associated with disaster relief efforts for victims of Hurricane Rita is an exception to the
Section 2306.111(c) funding distribution requirement. On September 20, 2005, Governor Perry
issued a proclamation as provided for under Texas Government Code 8418.014. This
proclamation declared areas impacted by Hurricane Rita to be a disaster area. As part of this
declaration, the Governor also invoked the procedures under Texas Government Code 8418.016
suspending all rules and regulations that may inhibit prompt response to this threat during the
duration of the incident. TDHCA has communicated with the Governor's office that for purposes
of specialized Hurricane support, suspension of Texas Government Code 82306.111
(distribution limitations) is necessary. For this waiver to remain in effect, the Governor will need
to reaffirm the disaster declaration every thirty days as required by statute.”
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The following revisions to the CHDO set aside description and the addition of a Disaster Relief set
aside were made to allow CHDO funds to be used for Hurricane Rita disaster relief.

“CHDO Set-Aside

In response to Hurricane Rita, on October 4, 2005, HUD released a waiver suspending the 15
percent HOME CHDO set-aside requirement for PY 2005 and PY 2006 HOME allocations. TDHCA
has elected to utilize a portion of this CHDO set-aside to assist disaster victims in the 28-county
area impacted by the hurricane. The remaining funds from the PY 2006 CHDO set-aside, in
addition to unawarded funds from prior year CHDO set-asides including PY 2005 funds and
CHDO deobligated funds will be made available in December 2005 for CHDO multifamily
development. This amounts to approximately $10 million that will be made available to CHDOs
on a first-come, first-served basis through a notice of funding availability. CHDO Set-Aside
developments are owned, developed, or sponsored by the CHDO, and result in the development
of affordable rental and homeownership units. Development includes developments that have a
construction component, either in the form of new construction or rehabilitation of existing units.

If the CHDO owns the project in partnership, it or its wholly owned for-profit or nonprofit
subsidiary must be the managing general partner. These organizations may apply for multifamily
rental housing acquisition, rehabilitation, or new construction, as well as for the acquisition,
rehabilitation, or new construction of single family housing. CHDOs can also apply for homebuyer
assistance if their organization is the owner, developer, or sponsor of the single family housing
project. In addition, other eligible activities under the CHDO Set-Aside include the following:

e CHDO Operating Expenses. In accordance with 24 CFR 92.208, up to 5 percent of the
Department's HOME allocation will be used for the operating expenses of CHDOs. The
Department may award CHDO Operating Expenses in conjunction with the award of CHDO
Development Funds, or through a separate application cycle not tied to a specific activity.
Award amount for CHDO Operating Expenses shall not exceed in any fiscal year 50 percent
of the CHDO's total annual operating expenses in that fiscal year or $50,000, whichever is
greater. The Department reserves the right to limit an applicant to receiving no more than
one award of CHDO operating funds during the same fiscal year and to further limit the
award of CHDO Operating Expenses.

e Predevelopment Loans. In addition, TDHCA may elect to set aside up to 10 percent of
funding for predevelopment loans funds, which may only be used for activities such as
project-specific technical assistance, site control loans, and project-specific seed money.
Predevelopment loans must be repaid from construction loan proceeds or other project
income. In accordance with 24 CFR 92.301, TDHCA may elect to waive predevelopment loan
repayment, in whole or in part, if there are impediments to project development that TDHCA
determines are reasonably beyond the control of the CHDO.

e Colonia Model Subdivision Loan Program. Subchapter GG of Chapter 2306, Texas
Government Code, created this program to provide low-interest or possibly interest-free loans
to promote the development of new, high-quality, residential subdivisions that provide
alternatives to substandard colonias, and housing options affordable to individuals and
families of extremely low and very low income who would otherwise move into substandard
colonias. TDHCA will only make loans to CHDOs certified by TDHCA and for the types of
activities and costs described under the previous section regarding CHDO Predevelopment
Loans. To assist TDHCA in meeting this mandate, $1,000,000 in HOME Program funds will
be targeted to assist households described under this initiative.

These funds are a Federally mandated set-aside and are not subject to the Regional Allocation
Formula, pursuant to §2306.111(d-1)(2) of the Texas Government Code.”
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Disaster Relief

The HUD requirement that a PJ must use 15 percent of its allocation for housing owned,
developed, or sponsored by CHDOs [24 CFR 92.301(a)(1)] is suspended by HUD for the PY 2005
and PY 2006 allocations by an October 4, 2005, waiver. Therefore, TDHCA has elected to utilize
a portion of these funds to assist disaster victims in the 28-county area impacted by Hurricane
Rita. Approximately $8 million of PY 2005 and PY 2006 funds will be made available through a
notice of funding availability to assist homeowners rehabilitate their residences.

Additionally, TDHCA has reserved $1.8 million of the Housing Trust Fund for this purpose.

The Department has reserved approximately $1.8 million in HTF funding for the purpose of
supporting disaster relief efforts in fiscal year 2006. The Department’s Board approved the use
of HTF funds for this purpose in September 2005. Further details about the disaster relief
program will be forth coming in January 2006. Additional funding may be approved for this
activity.

Comment: Transportation Issues

A few comments were provided on the need to provide incentives to ensure that rental developments are
built in areas that have good access to public transportation.

“While you're not directly involved...with the ability to extend the transit system, | think that that is
something that is -- that just further defines where people will have to find homes or residences.”

“It's true all around Corpus Christi, that transportation is very, very critical for a lot of folks that are
transit-dependent; they don't have cars. When you give credit for transportation on your applications,
one of the things I've noticed is people have a choice of taking that 5 points there or 5 points over
here. Very often when they're looking at people with disabilities, what they think most likely many of
them, the developers think, Well, let's see; these people use special transit services, so therefore,
having a bus stop may not be that important. | can get another 5 points over here. So the incentive
may not truly be incentivizing the developers to put developments near transportation outlets. People
with disabilities can use regular transportation if it's accessible. They don't need to have special
transit services. The primary reason they have that is because there is no public transportation that
is accessible or the sidewalks aren't accessible or whatever, whatever, on and on. But | think as you
look at incentives, realize that it may not fully cover what the reality is that's going on.”

e TDHCA Response
Given the competitive nature of the programs it is thought that the selection criteria points

provide an incentive for applicants to consider transportation and a variety of other area
amenities when choosing sites. No changes to the One Year Action Plan are suggested.

Comment: Public Comment Administration

A couple of general comments were made on the process and scheduling of the public comment period
and Departmental responses.

“l think that having a face-to-face contact with the people who not only run the programs but also
write them, the procedures and the policies, is great. It's really very good. It's very reassuring. | think
that we need to follow on the next phase. How can we get some feedback as to whether some of
these comments get anyplace? What's the chances of getting some of these policies and procedures
changed, and what do we need to do, particularly for organizations like ours that -- we're an advocate
organization, and we are committed to see that these programs reach the populations that we serve.
So it's very important for us to know what feedback we can get, and hopefully that these will be not
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only the first contact, but maybe some community roundtables, some further discussion, so that
together we can find some solutions to these very, very severe crises that we're facing and the people
we serve face.”

“...Many of the programs...directly affect the county. Not necessarily the city of El Paso, because the
city of El Paso is an entitlement area, and they receive their funds directly. And maybe for the next
time we have these hearings, we should do these hearings out there in the county. Maybe the city of
Socorro or other areas that are directly affected by your funding in the programs...I speak for many
nonprofits that are out there, and that sometimes transportation is an issue, and | know for many
residents that should be benefiting from these programs, transportation is a big issue.”

o TDHCA Response

TDHCA continues to refine the public comment process. As was done last year, the public hearing
transcripts were posted to a “TDHCA Consolidated Public Hearings” page on the TDHCA website.
Additionally, all written comment was scanned and posted to the site as well. This year, a
comment tracking table was added so commenters could more easily verify that their comments
had been received. The table contained the source of each comment, the comment topic, and the
number of the document on the website that contained the comment. For all of the items taken
for public comment, TDHCA provides reasoned responses to each comment.

In 2006, TDHCA will research the possible use of telephone and video conference technology to
help provide effective and ongoing interaction across the state. This will be of increasing
importance given the increasing costs of transportation. No changes to the One Year Action Plan
are suggested.

Comment: Fair Housing
A comment was made as to the need to increase affirmatively furthering fair housing efforts.

“We're a civil rights, nonprofit organization that's funded by HUD to affirmatively further fair housing.
We work along the U.S.-Mexico border; we cover the four border states. In El Paso we have our main
office, and we'll be opening an office in McAllen next year, and one in New Mexico the end of this
year. Our main focus is to -- and mission is to promote fair housing, to enforce our fair housing laws.
And the border faces a lot of discrimination. Believe it or not, the last 14 months we've investigated
close to 38 fair housing complaints. Just yesterday we got a charge on an individual that was
discriminating using CDBG funds. He used close to $430,000 to rehab a property, and he was
discriminating against families with children. That's happening every day along the U.S.-Mexico
border. Under federal law, every agency that receives federal funds, like the HOME Program and
CDBG they're required to affirmatively further fair housing. And to comply with this requirement, an
agency may go from doing a poster contest to actual funding programs of enforcement or education
and outreach. Before coming here, | contacted the TDHCA and ORCA to see exactly what they're
doing to -- for the fair housing. And they've been participating in community affairs, they've been
distributing information, which is good. But it's more than that, it's more than educating the public.
People know their rights, but what's going to happen next, who's going to enforce the law? We're the
only enforcement agency, between Arizona and Brownsville, within 150 miles from the border. So our
resources are limited. In the State of Texas, ORCA and TDHCA need to allocate funding to enforce
these laws. It's very unfortunate that people that are receiving federal funds to open up opportunities
for affordable housing are doing the opposite.”
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e TDHCA Response
TDHCA will be working to update its affirmative housing plan in 2006. This process will involve a
committee of interested parties to help provide guidance. At the time this process begins, an
invitation to participate on this committee will be offered to a wide variety of organizations such
as the commentator. No changes to the One Year Action Plan are suggested.

Comment: Policies to Assist Persons with Disabilities
One commenter provided a number of suggestions on policies to improve the provision of assistance to
persons with disabilities.

“...The lack of accessible affordable housing for people with disabilities has always been a major
barrier to independence...We have four major recommendations (to assist with this issue).

First of them is for creation of a program to provide housing and utility deposit assistance for people
with disabilities on a cross-disability basis. Currently, that is available only through HOPWA....All
persons with disabilities can benefit from programs that will permit them to obtain or retain
permanent housing. Having programs in place with deposits will give more people the opportunity to
live independently in the community.

We would direct all TDHCA funds to banks and other financial institutions that have proven active in
community reinvestment and development efforts, not just based on size. TDHCA can take a more
proactive role in community development and rehabilitation if they reward both big and small banks
that work to support their communities rather than just to enrich themselves.

We support the development of pilots throughout the state for land reassembly and redevelopment,
similar to Houston, and an urban homesteading pilot program...Programs that permit tax delinquent
properties and land to be occupied serve the public interest more effectively than leaving the
properties as uncared for vacant eyesores. Using land banking and allowing people to obtain
permanent housing through homesteading will create more stable, vibrant neighborhoods to benefit
all Texans.

We ask for use of community block development grants and other HUD monies to assure wheelchair
accessibility to emergency shelters and facilities. There are no shelters in this area that identify
themselves as wheelchair accessible. While many organizations would like to have access, they have
limited funds for anything not related to daily operation. After Hurricane Katrina and then, with
Hurricane Rita, people with disabilities were shoveled into nursing homes and assisted living
facilities. If the temporary shelters were available, it would be easier for evacuees to move into the
community. Now that these individuals are in institutions, they will have to prove that they do not
belong in such restrictive environments.”

o TDHCA Response
Currently, TDHCA does not have funding available for pilot programs for special purposes like

land banking, community development activities, and renter assistance deposits. Funding from
the Emergency Shelter Grants Program could be used to help address facility accessibility issues.
No changes to the One Year Action Plan are suggested.
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SPECIFIC COMMENTS REGARDING THE HOME PROGRAM

Comment; Texas Home of Your Own Funding from the HOME Program

“l am here in support of the continuation of the Department’s commitment to Texas Home of Your
Own program. The HOYO program continues to expand opportunities for home ownership among a
greatly underserved population. Low income persons with disabilities, TDHCA has been a partner
since 1996. It has been a great partnership. We have served over 250 homeowners. We want and
need this partnership to continue, because it really does benefit all of us, and we appreciate that it
continues to be in the plan.”

“We also want to express our support for the Housing Trust Fund capacity building program as well
as the predevelopment program. These programs have supported UCP Texas in our recent efforts to
provide affordable, accessible and integrated rental housing.”

“Opportunities for people with disabilities, our first project which is a partnership with Tekoa
Partners...This project could not have happened without you all’'s support and the ability to help us
learn how to do HUD 8-11 project...”

“We want to express our appreciation for your demonstrated commitment to providing housing for
people with disabilities, and in an integrated setting. And that is what we are talking about when you
are talking about rental. And we want to thank the Department staff that continue to work to see that
people with disabilities have equal access to housing opportunities. And we look forward to a
continued partnership...”

e TDHCA Response
As the funding activities discussed in the comment were included in the draft One Year Action
Plan, no changes are suggested.

Comment: Use of HOME Funding for Persons in Participating Jurisdictions
A few comments were made as to the need to use HOME funding in Participating Jurisdictions for tenant
based rental assistance for persons with disabilities. The following comment is typical of this suggestion.

“We...provide relocation assistance for persons with disabilities in nursing facilities, coming out into
the community...One of the major barriers is the availability of affordable and accessible housing.
What has been extremely helpful in helping these people locate and find decent, adequate,
affordable, accessible housing is the use of TBRA vouchers. TDHCA did allocate close to $4 million, |
believe, 2003 allocation that was specific to this purpose. It was not utilized as quickly as hoped. A
lot of that had to do with the population and the folks that are providing the services not having
housing experience...With this program, (there was no) restriction on utilizing the TBRA vouchers or
HOME funds within a participating jurisdiction. That was absolutely essential. Most of the folks that
we are relocating are in urban areas. They continue to want to live in urban areas. | think you're also
aware that that's where most of the Katrina evacuees are as well. What that does is puts extreme
burden onto the housing stock in urban areas...

These contracts relocating people are not going away. The Texas legislature has authorized over the
next four years to continue this activity. Right now in our area, we have 41 people in various stages.
They're actually pending relocation in the Coastal Bend area. At least 50 percent of them are waiting
on housing that they can be able to access. We're fortunate that we do have some TBRA vouchers
right now. We have 22, | believe, left in this area. Those will be running out. At that point, we don't
know what we're going to have for housing....(It is requested that the limitation of providing) HOME
funds only in rural areas outside the participating jurisdiction be lifted.”
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TDHCA Response

TDHCA is responsible for distributing HOME funding for the balance of state that does not receive
this type of funding directly from HUD as a Participating Jurisdiction. In prior years, due to
concerns about the lack of organizational capacity to serve persons with disabilities in rural
areas, TDHCA allowed 5 percent of its HOME allocation to be awarded to applicants in PJs. Based
on the increased capacity of organizations in non-PJ areas as evidenced by an oversubscription
rate in the 2004 and 2005 application cycles for non rental development activities there appears
to be a substantial need for this kind of activity in rural areas. Given the limited amount of
available funding, TDHCA will no longer fund nonrental development activity applications in PJ
areas. No changes to the One Year Action Plan are suggested.

Comment: 853.53(k) Applicant Requirements

Several localities request that the value of services provided by third-party organizations, including
contractors and consultants that go beyond their contractual duties, be considered as eligible match
thereby expanding the sources and amounts of matching funds available to smaller, poorer communities.

TDHCA Response

The proposed addition to the rule, 853.53(k), is intended to clarify the federal match and conflict
of interest requirements of the HOME Program. The new language does not exclude third-party
organizations, such as contractors, consultants, or service providers from providing match as long
as the third-party organization is not deriving a monetary benefit from the award. Given that a
conflict of interest and/or a monetary benefit may arise from an organization under contract from
an award, such procured and/or contractually bound organizations are strictly prohibited from
providing match. Additionally, a third-party organization may not provide a portion of their services
as match and still derive a monetary benefit from the award. It is important to note that any party
providing matching contributions cannot bid or be procured through a selection process by the
Administrator of a contract, as this would be considered a conflict of interest and in violation of
program rules. Staff believes this new language benefits all applicants and stakeholders, by
clarifying the Department's definition and application of the federal rules. No new changes are
recommended.

Comment: 853.55. Program Activities
A request was made asking that the rules governing Tenant Based Rental Assistance (TBRA) be changed
to provide for "transfer of vouchers" in times of crisis like the recent hurricanes.

TDHCA Response

HOME TBRA assistance is portable; the assistance moves with the household. If the household
no longer wishes to rent a particular unit, the household may take its assistance and move to
another approved rental unit within the Administrator’s service area. In times of natural disasters,
the Department may have the ability to consider policy changes to utilize funds in impacted
areas. The Department is in the process of seeking waivers from the U.S. Department of Housing
and Urban Development (HUD) and is exploring all funding options to better assist displaced
households. No change is recommended.
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Comment: 853.57. Distribution of Funds
A request was made to increase the administrative fees for program Administrators.

e TDHCA Response

Staff believes that 4 percent of the project funds awarded as administrative dollars is sufficient to
execute a HOME Single Family contract. In addition to administrative fees, Administrators may
access the applicable activity soft costs to assist in administering the Program. Given that soft
costs are not eligible to TBRA Administrators, the Department is reviewing the percentage of
administrative dollars awarded to this activity. The Department works to provide other forms of
assistance to nonprofit administrators, including Capacity Building and CHDO Operating
Expenses. No change is recommended.

Comment: 853.60. General Selection Criteria

Several localities expressed the desire that Cash Reserves/Bridge Loans not be considered as a scoring
criterion in future Single Family HOME Applications, claiming they are never truly utilized by grantees, it is
not a HUD requirement, and it places an undue hardship on smaller, poorer communities.

o TDHCA Response
Staff annually reviews, and when necessary revises, the various scoring components used to
award funding. Staff will consider the necessity of each scoring item when we evaluate the 2006
Single Family HOME Application. No change is recommended for the rule.

Comment: Provision of Information and Training

A comment was made regarding the administration of the HOME Program. The commenter noted that the
Department’s website does not provide sufficient information to applicants regarding local Participating
Jurisdictions and program requirements and that Department staff, HUD, and local officials provide
conflicting information in that regard. Comment does request that additional HOME training be provided
for rental development applicants.

e TDHCA Response
Staff modifies and updates the Department’s website, as necessary. Information on Participating
Jurisdictions is available on the website under the 2005 HOME Funding Cycle. It is staff’s desire
for the website to be as useful as possible, and we will reevaluate the information currently
available and further elaborate and/or clarify the information presented. The Department also
plans to update its training materials and provide quarterly trainings for HOME rental applicants.
No change is recommended to the rule.

Comment: Open Cycles

A comment was made on the use of HOME funds as a supplementary funding source to private activity
bond (PAB) financed developments. It was noted that the timing of application processes between PAB
and HOME applications creates limitations in terms of filing applications and closings. It was also noted
that both programs should continue to be open cycles, and that the Department consider extending the
HOME application cycle to a full year, rather than having a closed period.
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TDHCA Response

Staff is supportive of finding new ways to layer HOME funds with the Department’s other
financing tools for at least several months a year. However, closing the HOME rental development
cycle is necessary for planning and evaluative purposes for at least a limited period. No change is
recommended to the rule.

Comment: Public Transportation

Speakers requested that TBRA activities consider the location of public transportation as a selection item,
especially when serving special needs populations. Speakers also requested that the Department
reconsider funding TBRA in Participating Jurisdictions.

TDHCA Response
The Department allows an applicant receiving TBRA assistance the right to choose a dwelling of

his or her choice given it meets all applicable codes and standards. The Department feels it is
vital that an individual’s needs be met, and that all housing options with viable supportive
services are available for an individual to rent. Additionally, at the time of application submission,
a Contract Administrator does not know which clients will be assisted, or the dwellings they would
choose upon receiving rental assistance. It would not be prudent to make transportation a
scoring criterion given this unknown. In prior years, due to concerns about the lack of
organizational capacity to serve persons with disabilities in rural areas, TDHCA allowed 5 percent
of its HOME allocation to be awarded to applicants in PJs. Based on the increase in capacity of
organizations in non-PJ areas as evidenced by an oversubscription rate in the 2004 and 2005
application cycles for single family activities, TDHCA will no longer fund single family activity
applications in PJ areas. No change is recommended to the rule.

Comment: Increase in Owner Occupied Rehabilitation (OCC) Per Unit Subsidy

Speaker requested the Department to consider an increase in the per-unit maximum in the Owner
Occupied Rehabilitation program to $65,000 or $70,000. Speaker noted that construction materials are
increasing rapidly and that the current level of subsidy is not sufficient.

TDHCA Response

The Department is currently considering revisions to the per unit maximum in the Owner
Occupied Housing Assistance activity based on research being conducted on 4 of 5 construction
and material costs across the state. Any changes will be made through the Department’'s HOME
Program Guidelines. No change is recommended to the rule.

Comment: TBRA Voucher Duration
Speaker commented that the duration of a TBRA voucher is not long enough to assist a household in
becoming self-sufficient or receiving Section 8 assistance.

TDHCA Response

In accordance with the HOME federal program rules, TBRA may only be a source of temporary
housing assistance. The Department currently allows an individual to receive up to 24 months of
rental assistance under a Contract Administrator’s TBRA contract. The term of 24 months of
assistance is a federally mandated timeline. The Department feels this is a sufficient amount of
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time to find more permanent housing and complete a self-sufficiency program required when
receiving TBRA assistance. Contract Administrators have the option of reapplying for TBRA funds,
and have the ability to serve the same household for an additional 24 months. It should be noted
that TBRA funds are highly competitive, and a Contract Administrator should never rely on
receiving an award. No change is recommended to the rule.

Comment: Match Requirements

Comment was received on match requirements for Administrators. Commenters noted that nonprofits
and smaller entities are placed at a disadvantage in competitive programs because of the current match
requirement in Single Family HOME programs.

TDHCA Response

Each year, HUD determines if a state is economically distressed, and reduces the match
requirement for these states. Texas has historically been classified as an economically distressed
state and is only required to report 12.5%, rather than 25%, of the annual allocation in matching
funds. The Department realizes the difficulty for any applicant to provide matching funds, much
less the smaller, less prosperous municipalities and nonprofits. The Department understands
match is a sensitive issue. The Department is actively taking measures to ensure a level playing
field exists. The Department has strived in years past to remedy the possible inequities and is
currently in the process of reviewing these scoring criteria for the 2006 Single Family HOME
Funding Cycle. No change is recommended to the rule.

Comment Regional Allocation of Community Housing Development Organization (CHDO)

Funds

Speakers requested that the HOME CHDO program consider regionally allocating funds to ensure that
rural regions are equally represented in funding awards.

TDHCA Response

The Department finds that regionally allocating funding through the HOME CHDO program will
limit its effectiveness and reduce our ability to fully allocate these funds. Applicants are welcome
to apply for funding through the open cycle process, which allows for small rural applicants to
respond to development opportunities within their communities. It should be noted that the
Department is limited by state statute from awarding HOME funds to local Participating
Jurisdictions, which are predominately urban areas. The CHDO NOFA has also been under
subscribed for the past two years, and the Department is working hard to find qualified applicants
for this program. No change is recommended to the rule.
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COMMENTS REGARDING THE HOME, HTC, AND HTF AFFORDABLE HOUSING
NEEDS SCORE

Comment: Consideration of the Need Characteristics of Specific Regions and Census
Tracts

“Looking at the Affordable Needs Score, it, as traditionally, is very low for Region 12, and my question
is that, for instance, Big Spring, Howard County, is number one and number two in the state for lead-
based paint. When you look at the Affordable Needs Score, is some of that type of data put in there,
because if it is, then it looks like it should be higher, just the fact that you have number one and
number two in Region 12. And | think that when you look at -- you know, if you do it on population,
we're going to be way down there, but if you look at actual needs, there are —

..(A)nother problem with the Affordable Needs Score and where it gets skewed sometimes is there
are pockets of poverty that are surrounded with clusters of wealth, and you can't reach those pockets
of poverty, because when you look at it by census tract, it skews the census tract methodology. And
so somehow there has to be a method created or looked at where we can reach those pockets of
poverty. | can take you within just a few blocks of my office, and | can show you a home that still has
outdoor facilities. | can show you a house that's been lived in for a number of years that's never had
electricity, still uses coal oil lamps, and yet we can't reach those because of the way the Affordable
Needs Score is skewed...”

e TDHCA Response
The AHNS serves as a measure of the general level of affordable housing need in an area. As

such, it does not provide a scoring preference based on location specific housing problems. The
number of substandard dwellings in the community provides some measure of housing quality
standards which would include such issues as lead based paint.

While addressing lead based paint issues are certainly important, it would probably be more
appropriate to add a scoring preference in the application selection criteria. That way preference
could be given to applications that work to eliminate specific types of housing need that align with
overarching Departmental goals.

With regard to the suggestion that specific Census tracts need to be served due to their need
characteristics, the AHNS does not use tract level data to avoid unit concentration of affordable
housing within specific small geographic areas and associated fair housing issues. Rather, it
evaluates the housing need of the entire community and compares that level of need to other
places in the region.

With regard to the specific example of Big Spring as raised by the commenter, the AHNS actually
seems to be functioning rather well. Of the rural communities Big Spring would compete against
for HTCs in Region 12, only one other place has a higher score. This place, Christoval, has never
received an award of HTCs. Christoval’s population is only 422. Under the 2006 AHNS
methodology, it is likely that Christoval’s future score would decrease if it actually received a
credit award. That is because the methodology now considers previous TDHCA funding activity in
generating a place’s AHNS. For HOME, Big Spring has the highest score possible in all activities
except for owner occupied rehab. The owner occupied rehab score is only one point below the
maximum score.
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Comment: Using the AHNS to Discourage the Overconcentration of Affordable Housing
in Primarily High-Minority, Low-Income Areas

“... (O)ne of the things we really need to focus on is for the state to gather information, ... which show
that -- and | just ran it in Dallas, Fort Worth, Austin, and Houston -- that approximately 75 percent of
the tax credit units that have been funded since 2000 in the state of Texas have gone to primarily
low-income, primarily minority-concentrated areas. And as we all know, we're under a federal
mandate, because of the Fair Housing Act of 1968, to disseminate particularly federally funded
housing out into non-impacted areas. The whole concept is - to summarize it really is not to continue
to create ghettos like we did with the old HUD programs.

..(T)he City of Dallas has been under, for a long time, a federal mandate...that says we have to get
housing out of the impacted areas. My fear is, if you look at what we've done since 2000, what we're
continuing to do is concentrate low-income people in particular areas of the cities...

..In terms of the Affordable Housing Needs Score, ...we might want to... hav(e) some scoring, which |
guess really isn't state-mandated, but - or legislatively mandated, but have some scoring that really
focuses on doing deals outside of impacted areas. If to the extent that you're doing a deal that's in a
high income suburb that doesn't have a lot of minority population, maybe you score some additional
points for doing that. It might also help offset some of the issues ... that have to do with “not in my
backyard,” because right now there's an awful lot of points in the QAP that you get for getting things
like state senator, state rep report, which you can't really get without getting city council support,
which you can't really get without getting home owner support...

And also there's points for things like neighborhood associations, and to the extent you try and --
because I've tried the last two years -- to do deals outside of minority areas, out in the suburbs, in one
instance | had to actually sue a city who tried everything possible to stop us, because they just didn't
want affordable housing in that area. And in another case | had a county commissioners’ court
decide to vote unanimously not to approve our bonds when the only objection was that the home
owners didn't want it there, in their nice, high income neighborhood. So if we're going to make any
progress on attempting to address the needs for affordable housing outside of impacted areas, we're
going to have to come up with some way of counterbalancing the “not in my backyard” points that
are in the QAP.”

e TDHCA Response
The overconcentration of affordable housing in primarily high-minority, low-income areas is an
issue that was given a great deal of consideration when developing the Qualified Allocation Plan,
of which the AHNS is a scoring component.

As was previously discussed, the AHNS serves as a measure of the general level of affordable
housing need in an area. This helps to distribute funds to places within the region based on the
level of need present within the entire community. As such it does not give scoring preferences to
specific areas within a particular place. For example, if a preference was included in the AHNS for
a “high income suburb that doesn't have a lot of minority population,” there would be nothing to
preclude the site from being located within a high minority tract within that place.

As previously discussed, the AHNS also does not use tract level data to avoid unit concentration
of affordable housing within specific small geographic areas and associated fair housing issues.
Within each community, there is a wide ranging set of community housing and development goals
and market conditions. The AHNS should not complicate how these neighborhood level issues
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are addressed by trying to combine scoring factors in an attempt to meet a variety of housing
goals through the use of a single score.

As the commenter seems to be pointing out, this issue would be better addressed at the program
application selection criteria level. The draft Qualified Allocation Plan included a number of items
that may help alleviate the concentration issues discussed by the commenter. TDHCA will
continue to work to address distribution and concentration issues associated with its funding
awards.
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COMMENTS REGARDING THE HOME, HTC, AND HTF REGIONAL ALLOCATION
FORMULA

Comment: Weighting Multifamily Bond Financing in RAF’s Consideration of Available
Funding

“We are in support of the proposed Regional Allocation Formula for 2006 Housing Tax Credits. The
methodology you have used in accounting for 4% tax credits and bonds is an improvement over last
year, and we feel is much more in line with the intent of the original legislation which created the
Regional Allocation Formula (SB 1112 by Shapleigh, 76th Legislative Session). The new methodology
better acknowledges that the largest metropolitan areas of the state, which are also the ones with
the highest median family incomes (Dallas-Ft. Worth, Houston, Austin and San Antonio), are the only
areas of the state that have access to 4% tax credits and bond deals, and allows the poorest regions
of the state (such as El Paso and the other border areas) to access its fair share of the programs
designed to help the poorest families in the state.”

o TDHCA Response
This comment supports the 2006 proposed change in the way the RAF considers multifamily

bond funding. As no additional comment was received on this issue, no changes to the RAF
methodology are recommended.

Comment: RAF’s Consideration of the Use of HTC Funding for Disaster Relief

“...(G)iven the recent hurricanes in | guess what would be Region 5, in Beaumont, Port Arthur area, it
might make sense for us to consider at least the flexibility in the various programs to reallocate some
resources to the extent that the federal government doesn't step to the plate and do it, to reallocate
some of the housing resources to that particular region. And what | proposed ... was something like 5
percent or 7 percent or whatever of, for instance, the tax credits. Give the Board the discretion
between now and the time that we ultimately have to take applications to re-allocate the credits over
to Region 5, and you just take 7 percent from all the other regions, and just allocate it over there. If
you look at the impact on each particular region, it's really pretty minor, but it would make a huge
impact in terms of addressing the needs of the hurricane victims in that particular region.

..(Nf we wait for the federal government it's going to be too late..., if we've already finalized all of our
plans for next year, for the state to address that issue. And we can do it without federal dollars if we
just do kind of a re-allocation within the state, or at least have the flexibility to do that, if the federal
government doesn't do it.”

o TDHCA Response
Section 2306.111(d) of the Government Code requires objective measures of affordable housing

need to be part of the RAF. Currently, quantitative data is not available on the type and level of
need in each region that has changed since the 2000 Census because of the recent disasters.
Even if such data was available, it could then be argued by other regions that their need should
be updated to reflect increased need related to the hurricanes (or other disasters) or ongoing
immigration since the Census was conducted. While the decennial occurrence of the Census
obviously limits the RAF’s ability to respond to ongoing change, it provides a detailed statewide
assessment of each region’s general level of need.

This comment, however, does raise the idea that providing a means of updating the 2000 Census
need data could be a valuable addition to the RAF methodology. However, given the significance
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of this change, it is thought that the related changes to the RAF would require going out for
additional public comment. Given current data limitations and program application cycle timing
requirements, TDHCA will study this issue over the next year and provide options on how this
might be accomplished for the proposed 2007 RAF.

No changes to the RAF methodology are recommended for the 2006 RAF.

Comment: Updating Place Geography Type Designations to Reflect Population and
Boundary Changes Since the 2000 Census
“...(A)fter reviewing the Dallas 2004 MAPSCO Directory, pages 10A and 10B, you will note that Wylie
touches Garland strip annexation twice. The strip divides Wylie and Rowlett and then goes up along

Lake Ray Hubber and then touches Wylie again. Garland is over 215,000 plus in population. So this
would qualify Wylie as urban/exurban based on Wylie touching Garland.”

TDHCA Response
The mapping software TDHCA uses to categorize places based on their boundary proximity uses

2000 Census data and boundaries. Since places may have annexed more territory since 2000,
the RAF methodology will be clarified to note that place designations may be updated from
“Rural” to “Urban/Exurban” if the applicant can provide a letter from the jurisdiction indicating
that their place’s city limits touch the city limits of another place that has a population greater
than 20,000. It should be noted that because state law ties the word "population” to the
decennial census, proximity to another urban area is the only thing that can change a place’s
rural designation until the next census is conducted.

The inclusion of the following notes in the RAF methodology is suggested:

“Applicants may petition TDHCA to update the “Rural” designation of a place within a
metropolitan statistical area by providing a letter from a local official. Such letter must clearly
indicate that the place has an incorporated area boundary that touches the boundary of another
place with a population of over 20,000. To treat all applicants equitably, such letter must be
provided to TDHCA prior to the commencement of the:

. pre-application submission period for HTC applications, or

" application submission period for HOME applications.”

“The definition of “population” in state law (Sec. 311.005(3), Government Code) is “the
population shown by the most recent federal decennial census.” Because of this requirement,
the decennial census place population must be used to make the area type determination.”
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