TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS February 6, 2026

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
TDHCA Governing Board Approved Draft of
§1.19 Reallocation of Financial Assistance
Disclaimer

Attached is a proposed rule action for 10 TAC Chapter 1, Administration, Subchapter A, General Policies
and Procedures, §1.19 Reallocation of Financial Assistance. This action was approved by the TDHCA
Governing Board on February 5, 2026. This rule action, including its preamble, is expected to be
published in the February 20, 2026, edition of the Texas Register and that published version will
constitute the official version for purposes of public comment and can be found at the following link:
https://www.sos.texas.gov/texreg/index.shtml.

In compliance with §2001.023, Texas Government Code, a summary of the proposed action follows:
The Department last amended 10 TAC §1.19, Reallocation of Financial Assistance, in May 2022. Pursuant
to Tex. Gov't Code §2001.039, state agencies are required to review a rule every four years to assess
whether the reasons for initially adopting the rule continue to exist. Staff has determined that there is a
continuing need for this rule to exist, however revisions are recommended. This rule is required to
comply with Tex. Gov't Code §2306.111(h), which requires that the Department provide a policy for the
reallocation of financial assistance, including assistance related to bonds, administered by the
Department if the Department's obligation with respect to that assistance is prematurely terminated.

The revisions proposed clarify that reallocation may occur not only for contracted funds, but also for
funds that are committed or obligated, and also in the case of funds that have been awarded but the
awarded entity has failed to execute a contract. The rule, as proposed, will be released for public
comment from February 20, 2026, through March 22, 2026, and returned to the Board for final approval.

Public Comment
Public Comment Period: Start: 8:00 a.m. Austin local time on February 20, 2026
End: 5:00 p.m. Austin local time on March 22, 2026

Comments received after 5:00 p.m. Austin local time on March 22, 2026, will not be accepted. Written
comments may be submitted electronically within the designated public comment period to:
brooke.boston@tdhca.state.tx.us.

Those making public comment are encouraged to reference the specific draft rule, policy, or plan related
to their comment as well as a specific reference or cite associated with each comment. Please be aware
that all comments submitted to the TDHCA will be considered public information.

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Street Address: 221 East 11th Street, Austin, TX 78701
Mailing Address: PO Box 13941, Austin, TX 78711-3941

Main Number: 512-475-3800 Toll Free: 1-800-525-0657
Email: info@tdhca.state.tx.us Web: www.tdhca.state.tx.us
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DEPARTAMENTO DE VIVIENDA Y ASUNTOS COMUNITARIOS DE TEXAS 6 de febrero de 2026

DEPARTAMENTO DE VIVIENDA Y ASUNTOS COMUNITARIOS DE TEXAS
Borrador aprobado por la Junta Directiva del TDHCA de la seccién
[8] 1.19 [“Reasignacidn de asistencia financiera”]

Descargo de responsabilidad

Se adjunta una accién reglamentaria propuesta respecto a la seccién [§] 1.19 [“Reasignaciéon de
asistencia financiera”] del subcapitulo A [“Politicas y procedimientos generales”] del capitulo 1
[“Administracién”] del titulo 10 del Codigo Administrativo de Texas (TAC). Esta accién recibié aprobacion
por parte de la Junta Directiva del Departamento de Vivienda y Asuntos Comunitarios de Texas (TDHCA)
el 5 de febrero de 2026. espera que esta accion reglamentaria, incluyendo su predmbulo, se publique en
la edicidon del Texas Register del 20 de febrero de 2026. Esa versién publicada constituira la version oficial
para fines de comentarios del publico y se puede encontrar en el siguiente enlace:
https://www.sos.texas.gov/texreg/index.shtml.

De conformidad con la seccidn [§] 2001.023 del Codigo de Gobierno de Texas, se incluye a continuacion
un resumen de la regla propuesta:

El Departamento modificd por ultima vez la seccidn [§] 1.19 [“Reasignacidn de asistencia financiera”] del
titulo 10 del Cédigo Administrativo de Texas (TAC) en mayo de 2022. De conformidad con la seccion [§]
2001.039 del Cédigo de Gobierno de Texas, se les exige a las agencias estatales la revision de una regla
cada cuatro afios para evaluar si contindan existiendo las razones para la adopcion inicial de dicha regla.
El personal ha determinado que sigue siendo necesario que esta regla exista. Sin embargo, se
recomiendan modificaciones. Se exige que esta regla acate la seccion [§] 2306.111(h) del Cddigo de
Gobierno de Texas, que requiere que el Departamento facilite una politica para la reasignacion de
asistencia financiera administrada por el Departamento, incluyendo asistencia relacionada con bonos, si
la obligacién del Departamento con respecto a esa asistencia finaliza de manera prematura.

Las modificaciones propuestas aclaran que la reasignaciéon puede aplicarse no solo a los fondos
contratados, sino también a los fondos que estdn comprometidos; también en el caso de fondos que
han sido adjudicados, pero la entidad adjudicada no ha formalizado un contrato. La regla, tal como se
propone, se publicara para someterse a comentarios del publico desde el 20 de febrero de 2026 hasta
el 22 de marzo de 2026, y se devolvera a la Junta para su aprobacidn definitiva.

Comentarios del publico
Periodo de comentarios del publico:
Inicio: 8:00 a. m., hora local de Austin, del 20 de febrero de 2026
Finalizaciéon: 5:00 p. m., hora local de Austin, del 22 de marzo de 2026

No se aceptardn los comentarios que se reciban después de las 5:00 p. m., hora local de Austin, del 22
de marzo de 2026. Los comentarios por escrito pueden enviarse de manera electrénica dentro del
periodo designado de comentarios del publico a brooke.boston@tdhca.state.tx.us.

Se anima a quienes formulen comentarios publicos a que hagan referencia al borrador de la regla,
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politica o plan especifico relacionado con su comentario, asi como una referencia o cita especifica
asociada a cada comentario. Tenga en cuenta que todos los comentarios enviados al TDHCA se
consideraran informacion publica.

DEPARTAMENTO DE VIVIENDA Y ASUNTOS COMUNITARIOS DE TEXAS
Direccidn fisica: 221 East 11™" Street, Austin, TX 78701
Direccién de correspondencia: P.O. Box 13941, Austin, TX 78711-3941
Numero principal: 512-475-3800 Numero gratuito: 1-800-525-0657
Correo electrénico: info@tdhca.state.tx.us Sitio web: www.tdhca.state.tx.us
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Attachment 1: Preamble, including required analysis, for proposed repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of Financial
Assistance

The Texas Department of Housing and Community Affairs (the Department) proposes the repeal of 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of
Financial Assistance. The purpose of the proposed repeal is to eliminate the current rule while replacing
it with a more current version of the rule.

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

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

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

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the repeal would
be in effect:

1. The repeal does not create or eliminate a government program but relates to how the Department
will reallocate financial assistance.

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

3. The repeal does not require additional future legislative appropriations.

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

5. The repeal is not creating a new regulation, except that it is being replaced by a new rule
simultaneously to provide for revisions.

6. The repeal will not expand or contract the applicability of an existing regulation.
7. The repeal will not increase or decrease the number of individuals subject to the rule’s applicability.
8. The repeal will not negatively or positively affect the state’s economy.

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

The Department has evaluated the repeal and determined that the repeal will not create an economic
effect on small or micro-businesses or rural communities.

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

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal would be in effect there would be no economic effect
on local employment; therefore, no local employment impact statement is required to be prepared for
the rule.

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

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

REQUEST FOR PUBLIC COMMENT. The public comment period will be held February 20, 2026, through
March 22, 2026, to receive input on the proposed repeal action. Comments may be submitted to the
Texas Department  of Housing  and Community  Affairs, Brooke Boston at
brooke.boston@tdhca.texas.gov. ALL COMMENTS MUST BE RECEIVED BY 5:00 p.m., Austin local time,
March 22, 2026.

STATUTORY AUTHORITY. The proposed repeal is made pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules. Except as described herein the proposed action affects no
other code, article, or statute.

§1.19 Reallocation of Financial Assistance
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Attachment 2: Preamble, including required analysis, for proposed new 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of Financial
Assistance

The Texas Department of Housing and Community Affairs (the Department) proposes new 10 TAC
Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of
Financial Assistance. The purpose of the proposed rule is to make revisions clarify that reallocation may
occur not only for contracted funds, but also for funds that are committed or obligated, and in the case
of funds that have been awarded but the awarded entity has failed to execute a contract.

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

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

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.
Mr. Bobby Wilkinson has determined that, for the first five years the new section would be in effect:

1. The new section does not create or eliminate a government program but relates to how the
Department will reallocate financial assistance.

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

3. The new section does not require additional future legislative appropriations.

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

5. The new section does not create a new regulation, except that it is replacing a section being repealed
simultaneously to provide for revisions.

6. The new section will not expand or contract an existing regulation.

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

8. The new section will not negatively or positively affect the state’s economy.

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

The Department has evaluated the new section and determined that the action will not create an
economic effect on small or micro-businesses or rural communities.

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

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the new section as to its possible effect on local economies and has
determined that for the first five years the new section would be in effect there would be no economic
effect on local employment; therefore, no local employment impact statement is required to be
prepared for the rule.

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

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

REQUEST FOR PUBLIC COMMENT AND INFORMATION RELATED TO COST, BENEFIT OR EFFECT. The
Department requests comments on the proposed action and also requests information related to the
cost, benefit, or effect of the proposed repeal, including any applicable data, research, or analysis from
any person required to comply with the rule action or any other interested person. The public comment
period will be held February 20, 2026, through March 22, 2026, to receive input on the proposed action.
Written comments may be submitted to the Texas Department of Housing and Community Affairs, Attn:
Brooke Boston, Rule Comments, P.O. Box 13941, Austin, Texas 78711-3941 or by email to
bboston@tdhca.state.tx.us. ALL COMMENTS MUST BE RECEIVED BY 5:00 p.m., Austin local time, March
22, 2026.

STATUTORY AUTHORITY. The proposed new section is made pursuant to Tex. Gov't Code §2306.053,

which authorizes the Department to adopt rules. Except as described herein the proposed new section
affects no other code, article, or statute.
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§1.19 Reallocation of Financial Assistance

(a) Purpose. As provided for by Tex. Gov't Code §2306.111(h), this rule provides the policy for the
reallocation of financial assistance, including assistance related to bonds, administered by the
Department if the Department's obligation with respect to that assistance is prematurely terminated.

(b) It is the policy of the Department to take prudent measures to ensure that, when funds are provided
to recipients for assistance, the funds are timely and lawfully utilized and that, if they cannot be timely
and lawfully utilized by the initial recipient, there are mechanisms in place to reallocate those funds to
other recipients in order to ensure their full utilization of funds in assisting beneficiaries.

(c) The reallocation of federal or state financial assistance administered by the Department may be
required when:

(1) an administrator, subrecipient, owner, or contractor returns committed, obligated or contracted
funds;

(2) an administrator, subrecipient, owner, or contractor has failed to timely execute a contract on
awarded funds;

(32) reserved funds are not fully utilized at completion of an activity;

(43) balances on contracts remain unused;

(54) funds in a contract or reservation are partially or fully recaptured or terminated;

(65) funds in a contract that were used for an ineligible activity and have been repaid to the Department
and the federal oversight agency is allowing the Department to still utilize the funds;

(76) required benchmarks or expenditure deadlines have not been achieved within the time frames
agreed;

(#8) there is program income; or

(89) other circumstances arise that prompt an initial recipient, owner, contractor, or administrator to be
unable to utilize committed, obligated, or contracted funds.

(d) Reallocation of financial assistance for specific federal or state funding sources or programs
administered by the Department is also governed by or provided for in:

(1) federal regulations and requirements;

(2) state rules relating to deobligation and reobligation adopted in other sections of this title;

(3) funding plans authorized by the Board governing federal or state resources that may have been
reviewed and approved by the federal funding agency or submitted to the Texas Legislature;

(4) Notices of Funding Availability (NOFAs) and Requests for Applications (RFAs); or

(5) written agreements and contracts relating to the administration of such funds.

(e) To the extent that programs or funding sources are governed by any of the items provided for in
subsection (d) of this section, and the specific documents listed in subsection (d) of this section do not
require further Board approval for the reallocation of funds, no additional Board approval will be sought
in order to performfeHew the reallocation as provided for in those items.-is—reguired- Reallocation of
funding not governed by subsection (d) of this section will require Board approval.

(f) To the extent that certain programs are required to regionally allocate their annual allocations of
funds, funds having originally been regionally allocated and needing to be reallocated under this section
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do not require that regional allocation be performed again, unless otherwise provided in the governing
documents as provided for in subsection (d) of this section.

(g) Funds made available under this section may be aggregated over a period of time prior to being
reallocated.

(h) Consistent with the requirements of Tex. Gov't Code §2306.111(h), if the Department's obligation of
financial assistance related to bonds is terminated prior to issuance, the assistance will be reallocated
among other activities permitted by that bond issuance and any indenture associated with those bonds,
as approved by the Board.
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