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Texas Department of Housing and Community Affairs
Programmatic Impact Fiscal Year 2023

9% LIHTC Program
Total Applications Rec’d: 90
Total Market Rate Units Proposed: 644

4% LIHTC Program

Active and Approved Applications:
= Total Applications: 27

= Total Units Proposed: 6,674

Closed Applications:

=  Total Applications: 31

= Number of Low Income Units Proposed: 6,228
Construction Type

= Total Proposed New Construction Projects: 15

* Total Proposed Rehab/Reconstruction Projects: 16

= Total Low-Income Units Proposed: 5,397
= Total HTCs Requested: $130,115,015

Construction Type:
= Total Proposed New Construction Projects: 69
= Total Proposed Reconstruction Projects: 2
= Total Proposed Rehab Projects: 19

Owner Financing and Down Payment Energy Related Assistance

= 30-year, fixed interest rate mortgage loans = Utility bill payment assistance
= Mortgage credit certificates = Energy consumption education
* Down payment, closing cost assistance = Weatherization for energy efficiency

= Homebuyer education Programs:

= Comprehensive Energy Assistance Program (CEAP)

= Weatherization Assistance Program (WAP)
Expended CEAP Funds: $245,194,075

Total Households Served: 140,524

Programs:
= Single Family Homeownership

Expended Funds:
Total Households Served:

$1,546,560,376
6,595

Rental Assistance
= Short, long term rent payment help
= Assistance linked with services, Transitional assistance

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

training, employment services Programs:

» Tenant-Based Rental Assistance (TBRA)*
= Section 8 Housing Choice Vouchers
= Section 811

Expended Funds:
Total Households Served:

Programs:

= Emergency Solutions Grant Program (ESG)

* Homeless Housing and Services Program (HHSP)
$23,319,804
41,952

Expended Funds:
Total Individuals Served:

$13,700,437
2,612

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

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

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

Programs: = Community Services Block Grant Program (CSBG)
= Homeowner Reconstruction Assistance Program (HRA)* Expended Funds: $36,241,162

= Amy Young Barrier Removal Program Expended Total Individuals Served: 320,770

Funds: $20,067,060
Total Households Served: 185

Total Expended Funds: $2,137,638,718
Total Households Served: 524,818

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

All FY2023 data as reported in TDHCA's 2023
performance measures.

Programs:

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

Expended Funds:

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

$1,683,000
Total Households Served: 34

Reporting Period: 9/1/2022-8/31/2023
* Administered through the federally funded HOME Investment Partnerships Program

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




Governing Board

December 7, 2023

CALL TO ORDER

ROLL CALL

CERTIFICATION OF QUORUM

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

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

indivisible.

CONSENT AGENDA

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

EXECUTIVE

Presentation, discussion, and possible action on the Board meeting minutes

summaries for October 26, 2023, and November 9, 2023

ASSET MANAGEMENT

2.

RULES

Presentation, discussion, and possible action regarding a material
amendment to the Housing Tax Credit Application for Canyon Pass (HTC
#20474)

Presentation, discussion, and possible action regarding a material
amendment to the Housing Tax Credit Application for Grand Station (HTC
#20476)

Presentation, discussion, and possible action regarding a material
amendment to the Housing Tax Credit Application for Azalea Trails (HTC
#22312)

Presentation, discussion, and possible action on an order proposing
amendments to 10 TAC Chapter 2, Enforcement, Subchapter A General,
Subchapter C Administrative Penalties, and Subchapter D, Debarment from
Participation in Programs Administered by the Department, and directing
their publication for public comment in the Texas Register

Beau Eccles

Rosalio Banuelos

Rosalio Banuelos

Rosalio Banuelos

Brooke Boston
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Governing Board December 7, 2023

6. Presentation, discussion, and possible action on an order proposing Brooke Boston
amendments to 10 TAC Chapter Chapter 8, Project Rental Assistance
Program Rule, §8.4, Qualification Requirements for Existing Developments,
and directing its publication for public comment in the Texas Register

7. Presentation, discussion, and possible action on order proposing the repeal Abigail Versyp
of 10 TAC Chapter 23, Single Family HOME Program, and orders proposing
new 10 TAC Chapter 23, Single Family HOME Program Rules, and directing
their publication for public comment in the Texas Register

8. Presentation, discussion, and possible action on an order proposing the Abigail Versyp
repeal of 10 TAC Chapter 24, Texas Bootstrap Loan Program Rule, and an
order proposing new 10 TAC Chapter 24, Texas Bootstrap Loan Program Rule,
and directing their publication for public comment in the Texas Register

9. Presentation, discussion, and possible action on an order proposing the Abigail Versyp
repeal of 10 TAC Chapter 20, Single Family Programs Umbrella Rule, and an
order proposing new 10 TAC Chapter 20, Single Family Programs Umbrella
Rule, and directing their publication for public comment in the Texas Register

10. Presentation, discussion, and possible action on an order proposing the Abigail Versyp
repeal of 10 TAC Chapter 26, Texas Housing Trust Fund Rule, and an order
proposing new 10 TAC Chapter 26, Texas Housing Trust Fund Rule, and
directing their publication for public comment in the Texas Register

MULTIFAMILY FINANCE

11. Presentation, discussion, and possible action on an order adopting the repeal Connor Jones
of 10 TAC Chapter 13, Multifamily Direct Loan Rule, and an order adopting
the new 10 TAC Chapter 13, Multifamily Direct Loan Rule, and directing its
publication in the Texas Register for adoption

12. Presentation, discussion, and possible action regarding the approval for Connor Jones
publication in the Texas Register of the 2024-1 Multifamily Direct Loan
Notice of Funding Availability

CONSENT AGENDA REPORT ITEMS

13. Media Analysis and Outreach Report, October 2023 Michael Lyttle
14. Report on the Draft Computation of Housing Finance Division Total and Joe Guevara
Unencumbered Fund Balances and Transfers to the State of Texas Housing
Trust Fund.
ACTION ITEMS

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

December 7, 2023

EXECUTIVE
15. Executive Director’s Report
INTERNAL AUDIT

16. Report on the Meeting of the Internal Audit and Finance Committee

17. Presentation, Discussion and Possible Action on approval of the Fiscal Year
2024 Internal Audit Work Plan.

ACTION REPORT ITEMS

18. Report and Presentation on TDHCA One-Time or Temporary Allocations -
Pandemic Response and Other Initiatives

19. Quarterly report relating to staff-issued Determination Notices for 2023
Non-competitive 4% Housing Tax Credit applications

ASSET MANAGEMENT

20. Presentation, discussion, and possible action regarding a material
amendment to the Housing Tax Credit Application for Lalita Senior Living
(HTC #22227)

21. Presentation, discussion, and possible action regarding a material
amendment to the Housing Tax Credit Application for 380 Villas (HTC
#22609)

COMMUNITY AFFAIRS

22. Presentation, discussion, and possible action regarding authorization to
release a Notice of Funding Availability for 2024 Community Services Block
Grant Discretionary funds for education and employment initiatives for
Native American and migrant seasonal farm worker populations

23. Presentation, discussion, and possible action regarding authorization to
reissue a Notice of Funding Availability for the 2024 Reentry Activities Pilot
Program funded with Community Services Block Grant Discretionary funds

24. Presentation, discussion, and possible action on a timely filed appeal to the
Board under the Texas Department of Housing and Community Affairs’
Request for Applications to administer the Bipartisan Infrastructure Law
Department of Energy Weatherization Assistance Program

Bobby Wilkinson

Ajay Thomas
Board Member

Mark Scott

Brooke Boston

Teresa Morales

Rosalio Banuelos

Rosalio Banuelos

Gavin Reid

Gavin Reid

Gavin Reid
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Governing Board

December 7, 2023

25.

Presentation, discussion, and possible action on the selection of International
Center for Appropriate and Sustainable Technology to administer the
Bipartisan Infrastructure Law Department of Energy Weatherization
Assistance Program in El Paso and Hudspeth counties and authorization to
re-release a Request for Applications

HOUSING RESOURCE CENTER

26.

LEGAL

27.

Presentation, discussion, and possible action on the draft 2024 State of Texas
Low Income Housing Plan and Annual Report; proposed repeal of 10 TAC
Chapter 1, Subchapter A, General Policies and Procedures, §1.23 concerning
State of Texas Low Income Housing Plan and Annual Report; proposed new
10 TAC Chapter 1, Subchapter A, General Policies and Procedures, §1.23
concerning State of Texas Low Income Housing Plan and Annual Report; and
directing their publication for public comment in the Texas Register

Presentation, discussion, and possible action on recommendation to debar
multiple parties for conduct relating to The Jones (HTC 93063 / CMTS 1137),
and the adoption of an Agreed Final Order assessing an administrative
penalty

MULTIFAMILY FINANCE

28.

29.

30.

31.

32.

33.

Presentation, discussion, and possible action on the adoption of the 2024
Multifamily Programs Application Procedures Manual

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

Presentation, discussion, and possible action regarding a Material
Amendment of the Housing Tax Credit Application of HTC #23013 The Laurel
at Blackhawk.

Presentation, discussion, and possible action on amendment to the loan
terms and waivers of 10 TAC Chapter 13 for Rio Manor (22204)

Presentation, discussion, and possible action regarding approval of an
Invitation to Apply for Neighborhood Stabilization Program funding

Presentation, discussion, and possible action on an amendment to the 2023
One Year Action Plan regarding distribution and allocation priorities for the
Department’s multifamily Housing Trust Fund and HOME funds

Gavin Reid

Elizabeth Yevich

Ysella Kaseman

Josh Goldberger

Josh Goldberger

Cody Campbell

Cody Campbell

Cody Campbell

Connor Jones
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Governing Board December 7, 2023

34. Presentation, discussion, and possible action regarding an award of Connor Jones
Multifamily Direct Loan funds to Providence on Park (23509)

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

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

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

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

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

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

OPEN SESSION

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

ADJOURN

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

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

Personas que hablan espafiol y requieren un intérprete, favor de llamar a Danielle Leath, al siguiente nimero
512-475-4606 por lo menos cinco dias antes de la junta para hacer los preparativos apropiados.

This will be an open, public meeting conducted under Tex. Gov't Code, chapter 551, without COVID-19
emergency waivers. There will not be a remote online or telephone option for public participation. The
meeting, however, will be streamed online for public viewing. Masks will be available for members of the public
who wish to attend this public meeting.
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Texas Department of Housing and Community Affairs

Governing Board

Board Action Request

File #: 443 Agenda Date: 12/7/2023 Agenda #: 1.

Presentation, discussion, and possible action on the Board meeting minutes summaries for October 26,
2023, and November 9, 2023

RECOMMENDED ACTION

Approve the board meeting minutes summaries for October 26, 2023, and November 9, 2023

RESOLVED, that the Board meeting minutes summaries for October 26, 2023, and November 9,
2023, are hereby approved as presented.

Texas Department of Housing and Community Affairs Page 1 of 1 Printed on 11/30/2023

powered by Legistar™


http://www.legistar.com/

Texas Department of Housing and Community Affairs Governing Board

Board Meeting Minutes Summary
October 26, 2023

On Thursday, the twenty-sixth day of October 2023, at 10:00 a.m., the regular meeting of the
Governing Board (Board) of the Texas Department of Housing and Community Affairs (“TDHCA”
or “the Department”) was held in Hearing Room E2.030 in the Texas Capitol Extension, 1100
Congress Avenue, Austin, Texas.

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

e Leo Vasquez, lll, Chair
e Anna Maria Farias

e Holland Harper

e Kenny Marchant

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

Secretary.

1) The Board unanimously approved the Consent Agenda and Consent Agenda Report items
with the following changes:

e Pulled from consideration at this meeting

o

Item 6) Presentation, discussion, and possible action on the proposed
amendment to specific sections of 10 TAC Chapter 10 Subchapter E, Post Award
and Asset Management Requirements, and directing its publication for public
comment in the Texas Register

e Moved to Action Item agenda

o

Item 7) Presentation, discussion, and possible action on an order proposing
amendments to 10 TAC Chapter 10, Subchapter F, §10.602 Notice to Owners and
Corrective Action Periods; §10.606 Construction Inspections; §10.621 Property
Condition Standards; §10.623 Monitoring Procedures for Housing Tax Credit
Properties After the Compliance Period; and Figure §10.625 and directing its
publication for public comment in the Texas Register; and

Item 8) Presentation, discussion, and possible action on an order proposing
amendments to 10 TAC Chapter 10, Uniform Multifamily Rules, Subchapter H,
Income and Rent Limits and directing its publication for public comment in the
Texas Register



2) Action Item 18 — Executive Director’s Report — was presented by Bobby Wilkinson, TDHCA
Executive Director. The Board heard the report, commended Mr. Wilkinson and TDHCA staff
for its successful administration of pandemic relief programs, and took no further action.

3) Action Item 7 — Presentation, discussion, and possible action on an order proposing
amendments to 10 TAC Chapter 10, Subchapter F, §10.602 Notice to Owners and Corrective
Action Periods; §10.606 Construction Inspections; §10.621 Property Condition Standards;
§10.623 Monitoring Procedures for Housing Tax Credit Properties After the Compliance Period;
and Figure §10.625 and directing its publication for public comment in the Texas Register — was
presented by Wendy Quackenbush, TDHCA Director of Compliance, with additional information
from Mr. Eccles. Following public comment (listed below), the Board unanimously adopted
staff recommendation to put the referenced rules out for public comment.

e Robbye Meyer, Arx Advantage, provided comment on the item

4) Action Item 8 — Presentation, discussion, and possible action on an order proposing
amendments to 10 TAC Chapter 10, Uniform Multifamily Rules, Subchapter H, Income and Rent
Limits and directing its publication for public comment in the Texas Register — was presented by
Ms. Quackenbush. The Board unanimously adopted staff recommendation to put the
referenced amendments to the rules out for public comment.

5) Action Item 19 — Presentation and discussion regarding the issuance, sale and delivery of
Texas Department of Housing and Community Affairs Single Family Mortgage Revenue Bonds,
Series 2023C (Non-AMT) and Series 2023D (Taxable) — was presented by Scott Fletcher, TDHCA
Director of Bond Finance. In his presentation to the Board, Mr. Fletcher said the item was a
report item only. The Board heard the report and took no further action.

6) Action Item 20 — Presentation, discussion, and possible action on Resolution No. 24-006
authorizing request to the Texas Bond Review Board for annual waiver of Single Family
Mortgage Revenue Bond set-aside requirements; authorizing the execution of documents and
instruments relating thereto; making certain findings and determinations in connection
therewith; and containing other provisions relating to the subject — was presented by Mr.
Fletcher with additional information from Mr. Wilkinson and Mr. Eccles. The Board
unanimously approved staff recommendation to adopt the bond resolution referenced in the
item.

7) Action Item 21 — Presentation, discussion, and possible action regarding Resolution No. 24-
007 authorizing the implementation of Texas Department of Housing and Community Affairs
Mortgage Credit Certificate Program 108, approving the form and substance of the program
manual and the program summary, authorizing the execution of documents and instruments
necessary or convenient to carry out Mortgage Credit Certificate Program 108, and containing
other provisions relating to the subject — was pulled from the agenda and not taken up.



8) Action Item 22 — Presentation, discussion, and possible action on Resolution No. 24-008
authorizing the sale of mortgage certificates relating to 2005 Series A and 2007 Series A Single
Family Mortgage Revenue Bonds and other provisions relating to the subject — was presented
by Mr. Fletcher. The Board unanimously adopted staff recommendation to approve the bond
resolution referenced in the item.

9) Action Item 23 — Presentation, discussion, and possible action on Resolution No. 24-009
approving use of advances agreement for recycling prepayments, authorizing the execution of
documents and instruments relating thereto, making certain findings and determination in
connection therewith, and other provisions relating to the subject — was presented by Mr.
Fletcher with additional information from Mr. Wilkinson. The Board unanimously adopted staff
recommendation to approve the recycling resolution referenced in the item.

10) Action Item 24 — Presentation, discussion, and possible action regarding a waiver of 10 TAC
§11.302(e)(1)(B)(iii)(I) of the 2020 QAP for Brandywine (HTC #20046) — was presented by
Rosalio Banuelos, TDHCA Director of Asset Management. Following public comment (listed
below), the Board adopted staff recommendation to approve the waiver. Member Marchant
was present but not voting.

e Sarah Scott, Coats Rose attorney representing the applicant, provided information on
the item

e Tracey Fine, National Church Residences (Brandywine), commented in support of staff
recommendation

11) Action Item 25 — Presentation, discussion, and possible action on a timely filed appeal to
the Board under the Texas Department of Housing and Community Affairs’ Notice of Funding
Availability to administer the 2024 Community Services Block Grant discretionary fund Reentry
Assistance Program — was pulled from the agenda and not taken up.

12) Action Item 26 — Presentation, discussion, and possible action regarding awards from the
2023-2 HOME American Rescue Plan Rental Notice of Funding Availability (NOFA) — was
presented by Naomi Cantu, TDHCA Director of the HOME-ARP Program. The Board
unanimously adopted staff recommendation to approve the HOME-ARP award referenced in
the item.

13) Action Item 27 — Presentation, discussion, and possible action regarding a Material
Amendment to the 2023-2 HOME American Rescue Plan Rental Application for Lakeside
Place/New Hope Housing (NHH) Gray (HOME-ARP #23418) — was presented by Ms. Cantu. The
Board unanimously adopted staff recommendation to approve the amendment request as
conditioned.

14) Action Item 28 — TDHCA Annual Performance Measure Report - Fourth Quarter, 2023 — was
presented by Christopher Smith, TDHCA Senior Legislative Affairs Advisor, with additional
information from Mr. Wilkinson. The Board heard the report and took no action.



15) Action Item 29 — Presentation, discussion, and possible action on an order proposing new
10 Texas Administrative Code Chapter 10, Uniform Multifamily Rules, Subchapter I, Public
Facility Corporation Compliance Monitoring and directing its publication for public comment in
the Texas Register — was presented by Ms. Quackenbush; additional information provided by
Mr. Wilkinson, and Michael Lyttle, TDHCA Director of External Affairs. The Board unanimously
approved staff recommendation to publish the referenced rules for public comment.

16) Action Item 30 — Presentation, discussion, and possible action on the proposed repeal of 10
TAC Chapter 13, the Multifamily Direct Loan Rule, proposed new 10 TAC Chapter 13,
Multifamily Direct Loan Rule, and directing their publication for public comment in the Texas
Register — was presented by Connor Jones, TDHCA Multifamily Direct Loan Program Manager.
The Board unanimously approved staff recommendation to publish the referenced rules for
public comment.

17) Action Item 31 — Presentation, discussion, and possible action on Programming of Available
Funds for Pilot Program for Direct Administration — was presented by Andre Adams, TDHCA
Section 8 Program Manager, with additional information from Mr. Wilkinson. The Board
unanimously adopted staff recommendation to program the referenced funds for the pilot
program.

18) Action Item 32 — Presentation, discussion, and possible action to authorize the issuance of
the 2024 HOME Investment Partnerships Program Single Family Contract for Deed Set-Aside
Notice of Funding Availability and publication of the NOFA in the Texas Register — was
presented by Chad Landry, TDHCA Single Family Programs Manager, with additional
information from Mr. Wilkinson. The Board unanimously adopted staff recommendation to
approve issuance of the HOME Single Family Contract for Deed Set-Aside NOFA.

19) Action Item 33 — Presentation, discussion, and possible action to authorize the issuance of
the 2024 HOME Investment Partnerships Program Single Family Persons with Disabilities Set-
Aside Notice of Funding Availability and publication of the NOFA in the Texas Register — was
presented by Mr. Landry with additional information from Mr. Wilkinson. The Board
unanimously adopted staff recommendation to approve issuance of the HOME Single Family
Persons with Disabilities Set-Aside NOFA.

20) Action Item 34 — Presentation, discussion, and possible action on an amendment to the
HOME loan terms for Rio Manor (22204) — was presented by Mr. Jones. The Board
unanimously adopted staff recommendation to approve the amendment to the HOME loan.

21) Action Item 35 — Presentation, discussion, and possible action on extensions of
construction deadlines for Avanti Legacy Bayside (19367) and Avanti South Bluff (19332) — was
presented by Mr. Jones; additional information presented by Mr. Wilkinson and Megan
Sylvester, TDHCA Deputy General Counsel. Following public comment (listed below), the Board
by a 3-1 vote (Member Farias voted nay) adopted staff recommendation to approve the
construction deadline extensions.



e Henry Flores, H-4 Development (Avanti Legacy Bayside and Avanti South Bluff) provided
comment in support of staff recommendation

22) Action Item 36 — Presentation, discussion, and possible action on multiple requests for
return and reallocation of tax credits under 10 TAC §11.6(5) related to Credit Returns Resulting
from Force Majeure Events for Heritage Estates at Edmonds (22218) — was presented by Cody
Campbell, TDHCA Director of Multifamily Finance; and additional information from Mr.
Wilkinson and Jeanna Adams, TDHCA Director of Real Estate Analysis. The Board unanimously
adopted staff recommendation to approve the force majeure credit return request from the
referenced applicant.

23) During the general public comment section of the meeting, the following persons made
comment:

e Jonathan Campbell, LCJ Development, provided comments on the draft 2024 Qualified
Allocation Plan (QAP)
e Lora Myrick, Betco Consulting, provided comments on the draft 2024 QAP

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

There being no further business to come before the Board, the meeting adjourned at 1:07 p.m.
The next meeting is set for Thursday, November 9, 2023.

Secretary

Approved:

Chair



Texas Department of Housing and Community Affairs Governing Board
Board Meeting Minutes Summary
November 9, 2023

On Thursday, the ninth day of November 2023, at 10:00 a.m., the regular meeting of the
Governing Board (Board) of the Texas Department of Housing and Community Affairs (“TDHCA”
or “the Department”) was held in the Williamson Board Room of the TxDOT Greer Building, 125
E. 11t Street, Austin, Texas.

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

e Leo Vasquez, lll, Chair
e Holland Harper

e Kenny Marchant

e Ajay Thomas

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

1) The Board unanimously approved the Consent Agenda and Consent Agenda Report items as
presented.

2) Action Item 9 — Executive Director’s Report — was presented by Bobby Wilkinson, TDHCA
Executive Director. The Board heard the report and took no further action.

3) Action Item 10 — Presentation, discussion, and possible action authorizing the Department to
submit an application in response to the U.S. Department of Housing and Urban Development’s
Notice of Funding Opportunity for Section 811 Project Rental Assistance for Persons with
Disabilities funds, and if successfully awarded to operate such program — was presented by
Brooke Boston, TDHCA Deputy Executive Director, with additional information from Mr.
Wilkinson. The Board unanimously approved staff recommendation to submit the referenced
application to HUD.

4) Action Item 11 — Presentation, discussion, and possible action authorizing amendments to
two Texas Homeowner Assistance Fund vendor contracts to extend the length of their contract
terms: a contract with CohnReznick for quality assurance and quality control services and a
contract with TexHahn Media for outreach and marketing services as required by Texas
Government Code, Chapter 2155 — was presented by Ms. Boston with additional information
from Mr. Wilkinson. The Board unanimously adopted staff recommendation to approve the
contract amendments.

5) Action Item 12 — Presentation, discussion, and possible action on Resolution No. 24-012
authorizing the filing of one or more applications for reservation to the Texas Bond Review
Board with respect to Qualified Mortgage Bonds and containing other provisions relating to the



subject — was presented by Scott Fletcher, TDHCA Director of Bond Finance. The Board
unanimously adopted staff recommendation to approve the bond resolution.

6) Action Item 13 — Presentation, discussion, and possible action regarding a material
amendment to the Housing Tax Credit Application for Gala at Ridgmar (HTC #22251) — was
presented by Rosalio Banuelos, TDHCA Director of Asset Management. The Board unanimously
approved staff recommendation to adopt the material amendment.

7) Action ltem 14 — Presentation, discussion, and possible action regarding awards from the
2023-2 HOME American Rescue Plan Rental Notice of Funding Availability (NOFA) — was
presented by Naomi Cantu, TDHCA Director of the HOME-ARP Program, with additional
information from Jeanna Adams, TDHCA Director of Real Estate Analysis, and Megan Sylvester,
TDHCA Federal Compliance Counsel. Following public comment (listed below), the Board
unanimously adopted staff recommendation to approve the award as conditioned in the item.

e Jen Hicks, Tru Casa Consulting, provided information on the item
e Scott Marks, attorney for Duane Morris and counsel for the awardee, provided
information on the item

8) Action Item 15 — Presentation, discussion, and possible action regarding the adoption of an
Agreed Final Order concerning George Gervin Apartments (HTF FILE # 851X02/ HTF Loan #
7000987040 / CMTS # 2651) and George Gervin - Garden Apartments (HTF FILE # 859X 03/ HTF
LOAN # 700851X02 / CMTS # 4206) — was presented by Ysella Kaseman, TDHCA Enforcement
Committee Secretary, with additional information from Mr. Wilkinson and Mr. Eccles. The
Board adopted an amended Agreed Final Order that assesses administrative penalties subject
to partial forgiveness only if the above-mentioned apartments, the George Gervin Apartments
and George Gervin Garden Apartments, are compliant with the TDHCA rules for the next 36
months.

9) Action Item 16 — Presentation, discussion, and possible action on the proposed amendment
to specific sections of 10 TAC Chapter 10 Subchapter E, Post Award and Asset Management
Requirements, and directing its publication for public comment in the Texas Register — was
presented by Mr. Banuelos with additional information from Mr. Wilkinson. Following public
comment (listed below), the Board unanimously adopted the draft rules, as amended at the
meeting, to be published for public comment.

e Kathryn Saar, Brownstone Group, provided comment on the item
e Donna Rickenbacker, Marque Development, provided comment on the item

10) Action Item 17 — Presentation, discussion, and possible action on an order adopting the
repeal of 10 TAC Chapter 12, concerning the Multifamily Housing Revenue Bond Rules, and an
order adopting new 10 TAC Chapter 12 concerning the Multifamily Housing Revenue Bond
Rules, and directing the publication in the Texas Register — was presented by Teresa Morales,
TDHCA Director of Multifamily Bonds. Following public comment (listed below), the Board



unanimously approved staff recommendation to repeal the existing rules and adopt the new
rules referenced in the item.

e Jean Latsha, Pedcor Investments, provided comment on the item

11) Action Item 18 — Presentation, discussion, and possible action to authorize the issuance of
the 2024 HOME Investment Partnerships Program Single Family General Set-Aside Notice of
Funding Availability and publication of the NOFA in the Texas Register — was presented by
Abigail Versyp, TDHCA Director of Single Family and Homeless Programs. The Board
unanimously approved staff recommendation to issue the referenced NOFA.

12) Action Item 19 — Presentation, discussion, and possible action regarding authorization to
take necessary actions with respect to the development and issuance of an invitation for
applications for a Veterans’ Transitional Housing Pilot Program — was presented by Ms. Versyp.
The Board unanimously adopted staff recommendation to develop and issue the application
invitation as referenced in the item.

13) Action Item 20 — Presentation, discussion, and possible action on the adoption of the
repeal of 10 TAC Chapter 11 concerning the Housing Tax Credit Program Qualified Allocation
Plan, adoption of new 10 TAC Chapter 11 concerning the Housing Tax Credit Program Qualified
Allocation Plan, and directing their publication for adoption in the Texas Register following the
statutory opportunity for gubernatorial acceptance, revision, or rejection — was presented by
Mr. Cody Campbell, TDHCA Director of Multifamily Finance, with additional information from
Mr. Wilkinson, Mr. Eccles, and Ms. Morales.

Following public comment (listed below), the Board unanimously approved staff
recommendation to repeal the existing rules and approve adoption of the new rules, as
amended at the meeting, to be sent to the Governor for final review, prior to final adoption.

e Kathryn Saar, representing the Texas Affiliation of Affordable Housing Providers
(TAAHP), provided comment in opposition to staff recommendation

e Audrey Martin, representing TAAHP, provided comment in opposition to staff
recommendation

e Justin Meyer, representing Arx Advantage and TAAHP, provided comment in opposition
to staff recommendation

e Darren Smith, Pivotal Housing and Auxano Development, provided comment on the
item

e Robbye Meyer, representing Arx Advantage, provided comment in opposition to staff
recommendation

e Jen Hicks, representing Tru Casa Consulting and TAAHP, provided comment in
opposition to staff recommendation

e Tim Lang, representing Tejas Housing and TAAHP, provided comment in opposition to
staff recommendation



e Janine Sisak, representing DMA Development, provided comment in opposition to staff
recommendation

e Jason Arechiga, representing NRP and TAAHP, provided comment in opposition to staff
recommendation

e Avis Chaisson, representing Palladium USA, provided comments both in support of and
opposition to different portions of the draft rules recommended by staff

e Alan Null, developer, provided comment on the item

e Cody Hunt, representing Palladium USA, provided comment in opposition to staff
recommendation

e Donna Rickenbacker, representing Marque Development, provided comment on the
item

e Tracey Fine, representing National Church Residences, provided comment in opposition
to staff recommendation

e Lora Myrick, representing Betco Consulting, provided comment in opposition to staff
recommendation

e Cynthia Bast, representing Locke Lord, provided comment on the item

e Lisa Vecchietti, representing Fish Pond Development, provided comment on the item

e Khayree Duckett, representing Dominion, provided comment in opposition to staff
recommendation

e Jean Latsha, representing Pedcor Investments, provided comment in opposition to staff
recommendation

14) Action Item 21 — Presentation, discussion, and possible action on multiple requests for
return and reallocation of tax credits under 10 TAC §11.6(5) related to Credit Returns Resulting
from Force Majeure Events for Applications previously awarded 9% housing tax credits — was
presented by Josh Goldberger, TDHCA Manager for the Competitive (9%) Housing Tax Credit
Program. Additional information was provided by Mr. Campbell. Following public comment
(listed below), the Board unanimously adopted staff recommendation to approve the force
majeure credit requests.

e Derek Hamilton, representing Belmont Development, provided comment on the item
e Casey Rendodn, representing Gardner Capital, provided comment on the item

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

There being no further business to come before the Board, the meeting adjourned at 2:07 p.m.
The next meeting is set for Thursday, December 7, 2023.



Secretary

Approved:

Chair
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Presentation, discussion, and possible action regarding a material amendment to the Housing Tax
Credit Application for Canyon Pass (HTC #20474)

RECOMMENDED ACTION

WHEREAS, Canyon Pass (the Development) received a 4% Housing Tax Credit (HTC) award in
2020 for the new construction of 264 units in San Antonio, Bexar County;

WHEREAS, Pedcor Investments-2019-CLXXV, L.P. (the Development Owner or Owner) requests
approval to change the Qualified Low Income Housing Development Election from the
requirement that specifies that at least 40% or more of the residential units must be both rent
restricted and occupied by individuals whose income is 60% or less of the median gross income
(i.e., 40% at 60% minimum set-aside election) to the Average Income set-aside;

WHEREAS, the revised election does not affect how the Development was underwritten
because all of the units at the Development are being leased at the 60% Area Median Income
(AMI) level;

WHEREAS, Board approval is required for a request to implement a revised election under §42
(g) of the Code prior to filing of IRS Form(s) 8609 as directed by 10 TAC §10.405(a)(4)(G), and
the Owner has complied with the amendment requirements under 10 TAC §10.405(a); and

WHEREAS, the requested change does not negatively affect the Development, impact the
viability of the transaction, or impact the tax credit award;

NOW, therefore, it is hereby

RESOLVED, that the requested material amendment for Canyon Pass is approved as presented
at this meeting, and the Executive Director and his designees are each authorized, directed, and
empowered to take all necessary action to effectuate the foregoing.

BACKGROUND

Canyon Pass was approved for a 4% HTC award in 2020 for the new construction of 264 units of
multifamily housing in San Antonio, Bexar County. Construction of the Development has been
recently completed, and IRS Forms 8609 have not been issued by the Department. The Owner
originally elected the requirement that specifies that at least 40% or more of the residential
units must be both rent restricted and occupied by individuals whose income is 60% or less of
the median gross income (i.e., 40% at 60% minimum set-aside election), and the Owner
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identified the set-asides for the all units at 60% AMI. In a letter dated October 20, 2023, Jean
Latsha, the representative for the Owner, requested approval for a material amendment to HTC
Application. The Owner requests to revise the Qualified Low Income Housing Development
Election from the 40% at 60% minimum set-aside election to Average Income.

The Owner states that the rent schedule is not changing at this time since the Development is
already leasing 100% of the units at 60% AMI, but the requested change is to allow for more
flexibility in leasing in the future, including the ability to lease to extremely low income families
without a significant loss of revenue, since the lower rents can be off-set with higher rents at
the 70% AMI level. The Owner has provided documentation from the lender and the investor
acknowledging the requested change.

Staff recommends approval of the material Application amendment request.
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PEDCOR

COMPANIES
October 20, 2023

Rosalio Banuelos

Director of Multifamily Asset Management

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

Austin, Texas 78701

Re: Request for Material Amendment for Canyon Pass Apartment Homes, TDHCA #20474
Dear Mr. Banuelos:

Please accept this letter as a request for a Material Amendment in accordance with 10 TAC §10.405(a)(4)(G) of the 2023
Asset Management Rules. The original application for Canyon Pass Apartment Homes included an election under §42(g)
of the Internal Revenue Code that indicated that at least 40% of the residential units would be both rent restricted and
occupied by individuals whose income is 60% or less of the median gross income, adjusted for family size. More specifically,
the application also indicated that 100% of the units would be rent and income restricted at the 60% AMI level.

We are requesting to change that election to “Average Income” in accordance with IRC §42(g)(1)(C). Attached you will
find approval for this requested change from both our lender Merchants Capital, and our equity investor/syndicator
Regions Bank. Because this development is already being leased, we are not proposing a new rent schedule at this time
and are leasing 100% of the units at the 60% AMI level. Therefore, there are no revised application exhibits.

Please let me know if you need any additional information from me.

Sincerely,

%MLW

Jean Latsha

Vice President - Development

Pedcor Investments, A Limited Liability Company
jlatsha@pedcor.net

(512) 470-7312



Jean Latsha

From: Eric Speichinger <eric.speichinger@regions.com>

Sent: Thursday, October 19, 2023 5:16 PM

To: Jean Latsha; Tom Crowe; Kathleen Ramey

Subject: Income Averaging for Canyon Pass Apartments - San Antonio, TX (TDHCA #20474)
Jean,

This email is to confirm that Regions Bank, as tax credit investor for the above referenced development, is aware that
the Managing Member is submitting a request to the Texas Department of Housing and Community Affairs (TDHCA) for
a Material Amendment in accordance with Section 10.405(a)(4)(G) of the 2023 Asset Management Rules, in order to
change the election under IRC Section 42(g) from “(40/60) to “Average Income” prior to filing IRS Form(s) 8609. The
only requirement once approved by TDHCA and HUD/HUD Servicer is the payment of a one-time $25,000, and any legal
cost associated with amending the operating agreement.

Please forward us the approvals from TDHCA and HUD/HUD Servicer once received and we will commence the
document modifications necessary for the operating agreement.

If you should have any questions please contact me.
Thank you,

Eric Speichinger
Regions Affordable Housing
Regions Bank
hﬁé‘ﬁ% % 10 S Wacker, Suite 2575
LENDER - Chicago, IL 60606
0:(312) 219-6572
C: (847) 772-5254

This e-mail message is provided for informational purposes only and does not constitute an offer, advertisement, or promotion of a
product or service.
If you no longer wish to receive promotional emails from Regions, please reply with “unsubscribe” in the subject line.

This message contains confidential information and is intended only for the intended recipient(s). If you are not the named recipient
you should not read, distribute or copy this e-mail. Please notify the sender immediately via e-mail if you have received this e-mail
by mistake; then, delete this e-mail from your system.

Internal Use
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Michalle Small, SVP, FHA Chief Underwriter
Merchants Capital Corp.

410 Monon Boulevard, 5th Floor

Carmel, IN 46032-2345

SUBJECT: Housing Memorandum Approval for Income Averaging
Canyon Pass FHA #115-35889
San Antonio, TX 78258

Dear Ms. Quintana:

This letter represents HUD Multifamily Housing’s approval to amend the Regulatory Agreement
to reflect income averaging rents at 30%, 50%, 60%, and 70% area market income. Canyon Pass
initially endorsed December 2020 and is targeting Final Endorsement in October 2023. Rents are
currently underwritten with 100% of the Subject’s units restricted to 60% AMI.

An amendment or addendum to the Regulatory Agreement must be approved by Production
Division Director, Ken Cooper and assigned HUD OGC prior to Final Endorsement.

All other terms and conditions to the Firm Commitment and Firm Commitment Amendments
issued remain the same. If you have any questions regarding this memo, please contact Tiffoney Pierre
at tiffoney.a.pierre@hud.gov and Leslie Winston at Leslie.e.winston@hud.gov.

Sincerely,

Tiffoney A. Pierre
Acting Underwriting Branch Chief
Southwest Multifamily Region

Fort Worth Regional Office Kansas City Satellite Office
801 Cherry Street Unit #45, Suite 2500 400 State Avenue, Suite 300
Fort Worth, Texas 76102 Kansas City, KS 66101



September 20, 2023

Art Wells

Underwriting Branch Chief

US Department of Housing and Urban Development
Multifamily Housing, Southwest Region

307 W. 7th St., Suite 1000

Fort Worth, TX 76102

Re: Canyon Pass
FHA #115-35889
Request for Amendment

Dear Art,

Please allow this letter to serve as our formal request to amend the Canyon Pass HUD Firm Commitment
dated August 13, 2020.

Underwriting Revisions

Canyon Pass initially endorsed December 2020 and is nearing construction completion. Merchants plans
to submit the Final Endorsement package to HUD by the end of September, targeting Final Endorsement
in October. Originally, rents were underwritten, and the Firm Commitment was issued under the
assumption 100% of the Subject’s units would be restricted to 60% AMI. However, the client has elected
to use income averaging, which requires a change to the recorded Regulatory Agreement. The current
Regulatory Agreement references the 20% at 50% AMI or 40% at 60% AMI set aside. The revised
Regulatory Agreement will reference the Income Averaging set aside.

As we discussed via email this week, our plan is to submit this Amendment Request to the Firm
Commitment, detailing the proposed change to income averaging, along with the below analysis and
backup documentation on the current achieved rents versus the original underwritten rents (to document
how the DSCR will be the same or higher). Once the Amendment Request is reviewed/approved by HUD,
we will work with our attorneys to amend the Regulatory Agreement and send along to HUD OGC for
review before anything is recorded.

Below is our rent analysis, which compares our original underwriting (100% @ 60%) to current leasing
activity at 60% AMI to current leasing activity using income averaging. As you can see, utilization of
income averaging results in nearly the exact amount of GPR as compared to 60% AMI rents.



Ongmnal Underwniting - SHw60

Bedrooms Square Fest Units Median Income Net Rent per Unit Monthly Rent
1 733 108 60% 5741 580,028
2 1016 132 60% 5594 5118,008
3 1221 24 60% 51,032 524,768
5222 B04
Annual 52,673,648
Current Leasing Activity - 30@ 60
Bedrooms Square Feet Units Median Income Net Rent per Unit Monthly Rent
1 733 108 80% 5846 591,368
2 1016 132 60% 51,025 5135,300
3 132 24 60% 51,188 528,512
5255180
Annual 53,062,160
Current Leasing Actnaty - Income Averaging
Bedrooms Square Feet Units Median Income Net Rent per Unit Monthly Rent
1 733 3 30% 407 51,221
1 733 3 50% 5719 52,157
1 733 91 8% 5546 576,985
1 733 11 70% 5846 58 306
2 1016 4 30% 5491 51,964
2 1016 4 S50% 5864 53,456
2 1016 109 6% 51,025 5111725
2 1015 15 T0% 51,025 515,375
3 122 1 30% 5564 5564
3 122 1 50% 50096 5996
3 122 17 60% 51,188 520,196
3 1221 5 70% 51,188 55940
5249 8BS
Annual 52,998,632




As shown below, the DSCR drops 4bps from 1.51x to 1.47x with income averaging.

Original Application -

Current Leasing

Current Leasing
Activity Income

Ay a0 Activity 2060 PR
Patential Gross Rent 52,673,648 53,062,160 52,998 637
Vacancy -51649,536 -5192,847 -5188,035
MNet Rental Income 52,504 112 52 86,313 52 809,597
Other Income 5151956 5151956 5151,956
Effective Gross Income 52,656,068 53,021,265 52,961,553
Advertising 526,400 526,400 26,400
Management Fee 579,682 590,638 GBE.BAT
Other Admin $79,200 579,200 $79,200
Electric 546,200 545,200 546,200
\Water/Sewer 592,400 592 400 592 400
Trash Removal 566,000 466,000 566,000
Payroll 299,784 $299,784 5299 784
Repairs 5118,800 $118,800 $118,800
Exterminzting 55,280 55,280 55,280
Insurance 560,192 560,192 560,192
Ground Expenses 592,400 592 400 592,400
Replacement Reserves 566,000 566,000 566,000
Other Taxes 58,792 58,792 58,792
Total Expenses 51,041,130 51,052,086 51,050,295
Met Operating Income 51,614,938 51,969,183 51,911,258
Debt Service 1,301,109 51,301,109 51,301,109
DSCR 124 1.51 147

Enclosed please find a rent roll dated 9/19/23 which we used for our above analysis. Please contact us

with any questions. Thank you for your assistance.

Sincerely,

Michelle Small
FHA Chief Underwriter

Enclosure(s)

cc: Ken Cooper
Eddie Dietrick
David Hines
Kristin Quintana
Christin Currie
Regina Burks
Vicki Major
Michael Reichert
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Presentation, discussion, and possible action regarding a material amendment to the Housing
Tax Credit Application for Grand Station (HTC #20476)

RECOMMENDED ACTION

WHEREAS, Grand Station (the Development) received a 4% Housing Tax Credit (HTC) award in
2020 for the new construction of 216 units in Austin, Travis County;

WHEREAS, Pedcor Investments-2018-CLXXI, L.P. (the Development Owner or Owner) requests
approval to change the Qualified Low Income Housing Development Election from the
requirement that specifies that at least 40% or more of the residential units must be both rent
restricted and occupied by individuals whose income is 60% or less of the median gross income
(i.e., 40% at 60% minimum set-aside election) to the Average Income set-aside;

WHEREAS, the revised election does not affect how the Development was underwritten
because all of the units at the Development are being leased at the 60% Area Median Income
(AMI) level;

WHEREAS, Board approval is required for a request to implement a revised election under §42
(g) of the Code prior to filing of IRS Form(s) 8609 as directed by 10 TAC §10.405(a)(4)(G), and
the Owner has complied with the amendment requirements under 10 TAC §10.405(a); and

WHEREAS, the requested change does not negatively affect the Development, impact the
viability of the transaction, or impact the tax credit award;

NOW, therefore, it is hereby

RESOLVED, that the requested material amendment for Grand Station is approved as presented
at this meeting, and the Executive Director and his designees are each authorized, directed, and
empowered to take all necessary action to effectuate the foregoing.

BACKGROUND

Grand Station was approved for a 4% HTC award in 2020 for the new construction of 216 units
of multifamily housing in Austin, Travis County. Construction of the Development has been
completed, but IRS Forms 8609 have not been issued by the Department. The Owner originally
elected the requirement that specifies that at least 40% or more of the residential units must
be both rent restricted and occupied by individuals whose income is 60% or less of the median
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gross income (i.e., 40% at 60% minimum set-aside election), and the Owner identified the set-
asides for the all units at 60% AMI. In a letter dated October 20, 2023, Jean Latsha, the
representative for the Owner, requested approval for a material amendment to HTC Application
to revise the Qualified Low Income Housing Development Election from the 40% at 60%
minimum set-aside election to Average Income.

The Owner states that the rent schedule is not changing at this time since the Development is
already leasing 100% of the units at 60% AMI, but the requested change is to allow for more
flexibility in leasing in the future, including the ability to lease to extremely low income families
without a significant loss of revenue, since the lower rents can be off-set with higher rents at
the 70% AMI level. The Owner has provided documentation from the lender and the investor
acknowledging the requested change. The final HTC amount will be determined upon
finalization of the cost certification review process.

Staff recommends approval of the material Application amendment request.
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PEDCOR

COMPANIES

October 20, 2023

Rosalio Banuelos

Director of Multifamily Asset Management

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

Austin, Texas 78701

Re: Request for Material Amendment for Grand Station Apartment Homes, TDHCA #20476
Dear Mr. Banuelos:

Please accept this letter as a request for a Material Amendment in accordance with 10 TAC §10.405(a)(4)(G) of the 2023
Asset Management Rules. The original application for Grand Station Apartment Homes included an election under §42(g)
of the Internal Revenue Code that indicated that at least 40% of the residential units would be both rent restricted and
occupied by individuals whose income is 60% or less of the median gross income, adjusted for family size. More specifically,
the application also indicated that 100% of the units would be rent and income restricted at the 60% AMI level.

We are requesting to change that election to “Average Income” in accordance with IRC §42(g)(1)(C). Attached you will
find approval for this requested change from both our lender Merchants Capital, and our equity investor/syndicator CREA.
Because this development is already being leased, we are not proposing a new rent schedule at this time and are leasing
100% of the units at the 60% AMI level. Therefore, there are no revised application exhibits.

Please let me know if you need any additional information from me.

Sincerely,

%MW

Jean Latsha

Vice President - Development

Pedcor Investments, A Limited Liability Company
jlatsha@pedcor.net

(512) 470-7312



Jean Latsha

From: Ashley Hagan <ahagan@creallc.com>
Sent: Monday, October 23, 2023 9:04 AM

To: Tom Crowe; Kathleen Ramey; Jean Latsha
Cc: Adam Lavelle; Tony Bertoldi; Jeffrey Whiting
Subject: Grand Station

All,

We have received investor approval for the change to Al on Grand Station. Please find the approval below.

This email is to confirm CREA, as tax credit investor for Grand Station Apartment Homes, is aware the Managing
Member is submitting a request to Texas Department of Housing and Community Affairs (TDHCA) for a Material
Amendment in accordance with Section 10.405(a)(4)(G) of the 2023 Asset Management Rules, in order to change the
election under IRC Section 42(g) from “40/60” to “Average Income” prior to filing IRS Form(s) 8609. This new election
will not cause any change in terms.

Please forward the approvals from TDHCA and HUD/HUD Servicer once received, and we will commence the document
modifications necessary for the operating agreement.

Thanks

Ashley Hagan
Senior Vice President
Asset Management

30 S. Meridian St, Suite 400 / Indianapolis, IN 46204

0O: 317.808.7182 / C: 317.450.5442
ahagan@creallc.com / CREALLC.com

"Affordable housing everyone can be proud of"
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September 20, 2023

Kristin Quintana, MAP Underwriter
MERCHANTS CAPITAL CORP.
410 Monon Boulevard, 5% Floor
Carmel, IN 46032-2345

SUBJECT: Firm Commitment Amendment Ill
Grand Station
FHA #115-35913
Austin (Travis County), TX 78728

Dear Ms. Quintana:

This letter represents amendment number three to the Firm Commitment dated September 11,
2020, Firm Commitment Amendment | dated December 14, 2020, and Firm Commitment
Amendment Il dated January 21, 2021, for the above-captioned project.

e The original Firm Commitment was issued based upon the assumption of the Broadly
Affordable rents (100%) being restricted to 60% AMI. The Firm Commitment is being
amended prior to final endorsement because the Regulatory Agreement is being revised
to reflect the use of income averaging with new rents at 30%, 50%, 60%, and 70% AMI.

All other terms and conditions to the Firm Commitment (09/11/2020), Firm Commitment
Amendment | (12/14/2020), and Firm Commitment Amendment 11 (01/21/2021), as previously
issued, remain in effect. If you have any questions regarding this amendment, please contact
Fawn Barrington, Senior Underwriter, at Fawn.Barrington@hud.gov and Lisa Richardson,
Closing Coordinator, at Lisa.Richardson@hud.gov.

Sincerely,

ARTHUR WELLSZ:E

D ite: 2023.( 09 20 16:27:15 -05'00"

ned by: ARTHUR WELLS
THUR WELLS C =US O=U.S. Government OU =
ing and Urban Development, Office of

Arthur J. Wells
Fort Worth Underwriting Branch 3 Chief
Southwest Multifamily Region

Enclosures
Fort Worth Regional Office Kansas City Satellite Office
307 West 7" Street, Suite 1000 400 State Avenue, Suite 300

Fort Worth, TX 76102-5108 Kansas City, KS 66101-2406



September 20, 2023

Art Wells

Underwriting Branch Chief

US Department of Housing and Urban Development
Multifamily Housing, Southwest Region

307 W. 7th St., Suite 1000

Fort Worth, TX 76102

Re: Grand Station
FHA #115-35913
Request for Amendment

Dear Art,

Please allow this letter to serve as our formal request to amend the Grand Station HUD Firm Commitment
dated September 11, 2020.

Underwriting Revisions

Grand Station initially endorsed February 2021 and is nearing construction completion. Final endorsement
is targeted for September 27, 2023, with conversion taking place in October. Originally, rents were
underwritten, and the Firm Commitment was issued under the assumption 100% of the Subject’s units
would be restricted to 60% AMI. However, the client has elected to use income averaging, which requires
a change to the recorded Regulatory Agreement. The current Regulatory Agreement references the 20%
at 50% AMI or 40% at 60% AMI set aside. The revised Regulatory Agreement will reference the Income
Averaging set aside.

As we discussed via email this week, our plan is to submit this Amendment Request to the Firm
Commitment, detailing the proposed change to income averaging, along with the below analysis and
backup documentation on the current achieved rents versus the original underwritten rents (to document
how the DSCR will be the same or higher). Once the Amendment Request is reviewed/approved by HUD,
we will work with our attorneys to amend the Regulatory Agreement and send along to HUD OGC for
review before anything is recorded.

Below is our rent analysis, which compares our original underwriting (100% @ 60%) to current leasing
activity at 60% AMI to current leasing activity using income averaging. As you can see, utilization of
income averaging results in nearly the exact amount of GPR as compared to 60% AMI rents.



Criginal Underwriting - 40@60

Bedrooms Square Feet Units Median Income Net Hent per Unit Monthly Rent
1 733 34 bR 5975 581,900
2 1016 108 Bl 51,200 %129,600
3 1221 2 B 51,325 531,800
5243,300
Annual 52,919,600
Current Leasing Activity - 30@60
Bedrooms Square Feet Units Median Income Met Rent per Unit htonthly Rent
1 733 34 &% 51,060 SBO,796
2 1016 108 G 51,302 5140,616
3 1221 24 G 51,512 536,288
S266,700
Annual 53.200,400
Current Leasing Activity - Income Averaging
Bedrooms Square Feet Units Median Income MNet Rent per Unit hionthly Rent
1 733 3 305 5611 51,833
1 733 3 500 51,049 53,147
1 733 ae B9 51,069 573,761
1 733 g 7% 51,060 59.621
2 1016 4 e 5736 52,944
2 1016 4 50% 51,262 55,048
2 1016 38 TS 51,302 5114576
2 1016 1z T0% 51,302 515,624
3 1221 1 309 5549 5849
3 1221 1 50%% 51456 51,456
3 1221 19 605 51512 528728
3 1221 3 70% 51512 54,536
5262,123
Annuzl 53,145476




As shown below, the DSCR drops 3bps from 1.61x to 1.58x with income averaging.

Original Application -
40@60

Current Leasing
Activity 30@60

Current Leasing
Activity Income

Averaging
Patential Gross Rent 52,919,600 53,200,400 53,145,476
Vacancy -5152 948 -5166,988 -5164,242
Met Rental Income 52,766,652 53,033,412 52,981,234
Cither Income 139,368 5139368 139,368
Effective Gross Incoms 52,906,020 53,172,780 53,120,602
Advertising 510,800 $10,800 510,800
Management Fee S87 181 595 183 593,618
Other Admin 570,632 570,632 $70,632
Electric 547,066 547,066 547 066
\Water/Sewer 5161,374 5161374 5161374
Trash Removal 516,200 516,200 515,200
Payroll 5239 516 5239 516 5239 516
Repairs 575,000 575,000 575,000
Exterminating 55,000 55,000 55,000
Insurance 562,640 562,640 562 640
Ground Expenses 574,000 574 000 574,000
Replacement Reserves 554 000 554 000 554 000
Other Taxes 59,514 59,514 58,514
Taotal Expenses 5913,023 $921,025 5919,460
Met Operating Income 51,992 9497 52251754 52,201,142
Debt Service 51,396,959 51,396,960 51,356,959
DSCR 143 161 158

Enclosed please find a rent roll dated 9/8/23 which we used for our above analysis. Please contact us

with any questions. Thank you for your assistance.

Sincerely,

Michelle Small
FHA Chief Underwriter

Enclosure(s)

cc: Ken Cooper
Eddie Dietrick
David Hines
Kristin Quintana
Christin Currie
Regina Burks
Vicki Major
Michael Reichert




Texas Department of Housing and Community Affairs

Governing Board

Board Action Request

File #: 452 Agenda Date: 12/7/2023 Agenda #: 4.

Presentation, discussion, and possible action regarding a material amendment to the Housing
Tax Credit Application for Azalea Trails (HTC #22312)

RECOMMENDED ACTION

WHEREAS, Azalea Trails (the Development) received a 9% Housing Tax Credit (HTC) award in
2022 for the acquisition and rehabilitation of 72 multifamily units in Atlanta, Cass County;

WHEREAS, Azalea Trails Apartments, LP (the Development Owner or Owner) is requesting
approval for a 5.38% increase in the residential density as a result of a reduction in site acreage,
from 7.891 acres to 7.488 acres, due to a discrepancy between the lot sizes noted between the
appraisal reports and an updated ALTA survey;

WHEREAS, Board approval is required for a modification of the residential density of at least 5%
as directed in Tex. Gov't Code §2306.6712(d)(6) and 10 TAC §10.405(a)(4)(F), and the Owner
has complied with the amendment requirements therein; and

WHEREAS, the requested change does not materially alter the Development in a negative
manner, affect the HTC recommendation, and would not have adversely affected the selection
of the Application;

NOW, therefore, it is hereby

RESOLVED, that the requested material amendment to the Application for Azalea Trails is
approved as presented to this meeting, and the Executive Director and his designees are
hereby, authorized, empowered, and directed to take all necessary action to effectuate the
foregoing.

BACKGROUND

Azalea Trails formerly known as Country Place Apartments received a 9% HTC award in 2022 for
the acquisition and rehabilitation of 72 multifamily units in Atlanta, Cass County. At Application,
the Development was legally four separate entities that would consolidate into one entity and
continue to be operated and managed as one property with 7.891 acres. Country Place | and Il
(4.622 acres) were built in 1980 and consist of 36 two-bedroom units. Country Place Il and
Country Place IV (3.269 acres) were built in 1981 and consist of 36 two-bedroom units. In a
letter dated November 6, 2023, Meredith, representative for the Owner, requested approval for
a change in the acreage and residential density noted in the original Application.
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At Application the Development site was listed at 7.891 acres based upon the appraisal’s use of
the Development’s legal descriptions. The Owner indicated that, while a new survey was not
required with the Application, as this site is a rural USDA property, the old records were
inaccurate. Once the appraiser, Gill Group, was provided with an updated survey, they realized
the acreage was incorrect and should have been 7.488 acres. Country Place IlI’s lot size was not
subtracted from Phase I's tract nor was the easement included. The Owner also stated the site
plan has not changed from what was represented at Application, and there is no financial
impact to the Development. This request is a correction of the miscalculation of the acreage
based on older legal descriptions. This change in acreage from 7.891 acres to 7.488 acres will
increase the residential density of the Development by 5.38%, from 9.124 units per acre to
9.615 units per acre. Board approval is required for a modification of the residential density of
at least 5% as directed in Tex. Gov’'t Code §2306.6712(d)(6) and 10 TAC §10.405(a)(4)(F).

Staff has reviewed the original Application against this amendment request and has concluded
that the changes described above would not have affected the award. The final recommended
credit amount will be determined at cost certification. It should be noted that this is a USDA
transaction, and therefore, this will not affect the acquisition price because it will be based on
the balance of the loan assumed.

Staff recommends approval of the amendment request presented herein.
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November 6, 2023

Renee Norred, Asset Manager
TDHCA Asset Management Division
PO Box 13941

Austin, TX 78711

RE: Application Amendment for 22312 Azalea Trails

Dear Renee,

This letter concerns an application amendment for HTC 22312 Azalea Trails, a USDA development in Atlanta, Texas, for
changes to the development acreage and residential density identified in the application. The amendment fee check has
been mailed to TDHCA.

Change in Acreage

At Application, the development site was listed at 7.891 acres based upon the appraisal’s use of the properties’ legal
descriptions. A new survey was not required with the application as this site is a rural USDA property, and these old
records were inaccurate. The new ALTA survey is considered to have the correct information. Once the appraiser, Gill
Group, was provided with this survey, they realized that the acreage calculation was incorrect. Country Place II’s lot size
was not subtracted from Phase I’s tract, nor was the easement included. They have provided a letter explaining these
discrepancies.

Change in Residential Density

The residential density at Application was 72 units / 7.891 acres for 9.124 units per acre. Due to the acreage changes
noted above, the residential density is 72 units / 7.488 acres for 9.615 units per acre. This is an increase in density of
5.38%.

The site outline has not changed from what was represented in the application, and there are no changes to the
finance exhibits, thus no financial impact to the development.

Explanation and Good Cause for the Amendment Request

The good cause for this amendment request is to correct misinformation regarding the acreage listed in the Application.
There is no actual change to the development site represented in the Application, and this request is a correction of a
miscalculation of the acreage based on older legal descriptions.

Thank you for your attention and please contact me at 303-513-0544 with any questions.

Regards,

Meredith Edwards

S. Anderson Consulting

1305 East 6™ Street, Suite 12
Austin, TX 78702



GILL GROUP

NATIONWIDE VALUATION AND MARKET FEASIBILITY EXPERTS

October 23, 2023

Mr. Ryan Hamilton

Rural Housing Developers, LLC
3556 South Culpepper Circle, Suite 7
Springfield, Missouri 68504

RE: Country Place Apartments
(To Be Known as Azalea Trails Apartments)
1300 Courtland Road
Atlanta, Texas 75551

Dear Mr. Hamilton,

Please allow this letter to serve as an addendum letter for the appraisal reports dated February 27, 2022. There
was a discrepancy noted between the lot sizes noted between the appraisal reports and the attached survey. The
appraisals noted lot sizes totaling 7.891 acres, and the attached survey noted total lot sizes of 7.488 acres. The
lot sizes included in the appraisals were obtained from the property’s legal descriptions; however, the Country
Place II's lot size was not subtracted from Phase I's tract, and the easement was not included. Therefore, the
7.488 acres is correct and should be utilized in the tax credit application. The updated land values following this
letter.

Please let me know if we may be of any further assistance.
Sincerely,

/&a-wun\& ) i.‘j_;;ﬁLQ

Samuel T. Gill
State Certified General Real Estate Appraiser
TX# TX-1329698-G

573-624-6614 Gill Group PO Box 784 | 2100 Gill Plaza Drive, Suite B
Fax: 573-624-2942 gillgroup.com Dexter, MO 63841
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October 23, 2023

Country Place | Land Analysis

Land Analysis Grid Comp 1 Comp 2 Comp 3
Address| 1300 Courtland Road 704 Taylor Street 105 South Circle Drive 601 Holly Street
City Atlanta Atlanta Texarkana Atlanta
State ™ 128 ™ >
Date 2/8/2022 4/17/2018 10/9/2020 6/24/2021
Price $4,000 $10,000 $49,900
Acres 2.842 0.32 0.64 6.84

Price Per Acre

Transaction Adjustments
Property Rights
Financing
Conditions of Sale

Adjsuted Price Per Acre

Adjusted Price Per Acre
Location
% Adjustment

Market Trends Through|02/08/22

Fee Simple

Conventional

Normal

Average

Fee Simple
Conventional
Normal

$12,500

$12,500
0%

$12,500

Similar
0%

0.0% Fee Simple
Conventional

Normal

0.0%
0.0%

$15,625

$15,625
0%

$15,625

Superior
-5%

0.0%
0.0%
0.0%

Fee Simple
Conventional
Normal

$7,295

Similar
0%

$ Adjustment $0 -$781 $0
Acres 2.842 0.32 0.64 6.84
% Adjustment 0% 0% 20%
$ Adjustment $0 $0 $1,459
Visibility/Access Average Similar Similar Similar
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Topography Nearly Level Nearly Level Nearly Level Nearly Level
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Zoning R-2 C-2 GR R-2
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Utilities E,GW,S E,GW,S E,GW,S E,G,W,S
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0

Adjusted Price Per Acre
Net adjustments
Gross adjustments

$12,500
0.0%
0.0%

$14,844
-5.0%
5.0%

20.0%
20.0%

0.0%
0.0%
0.0%

2.842 acres x $12,000 per acre = $34,104

Rounded $34,000

573-624-6614
Fax: 573-624-2942

PO Box 784 | 2100 Gill Plaza Drive, Suite B
Dexter, MO 63841

Gill Group

gillgroup.com
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Country Place Il Land Analysis

Land Analysis Grid Comp 1 Comp 2 Comp 3
Address| 1300 Courtland Road 704 Taylor Street 105 South Circle Drive 601 Holly Street
City Atlanta Atlanta Texarkana Atlanta
State X X X X
Date 2/8/2022 4/17/2018 10/9/2020 6/24/2021
Price $4,000 $10,000 $49,900
Acres 1.031 0.32 0.64 6.84
Price Per Acre $12,500 $15,625 $7,295
Transaction Adjustments
Property Rights Fee Simple Fee Simple 0.0% Fee Simple 0.0% Fee Simple 0.0%
Financing Conventional Conventional 0.0% Conventional 0.0% Conventional 0.0%

Conditions of Sale Normal Normal 0.0% Normal 0.0% Normal 0.0%

Adjsuted Price Per Acre
02/08/22
Adjusted Price Per Acre
Location Similar Superior Similar
% Adjustment 0% -5% 0%
$ Adjustment $0 -$781 $0

Acres 1.031 0.32 0.64 6.84
% Adjustment 0% 0% 20%
$ Adjustment $0 $0 $1,459

Visibility/Access Average Similar Similar Similar
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0

Topography Nearly Level Nearly Lewel Nearly Level Nearly Level

% Adjustment 0% 0% 0%

$ Adjustment $0 $0 $0
Zoning R-2 C-2 GR R-2

% Adjustment 0% 0% 0%

$ Adjustment $0 $0 $0
Utilities E,G, W,S E, G W,S E,G, W,S E, G W,S

% Adjustment 0% 0% 0%

$ Adjustment $0 $0 $0

Adjusted Price Per Acre $12,500 $14,844
Net adjustments 0.0% -5.0% 20.0%
Gross adjustments 0.0% 5.0% 20.0%

1.031 acres x $12,000 per acre = $12,372

Rounded $12,000

573-624-6614 Gill Group PO Box 784 | 2100 Gill Plaza Drive, Suite B
Fax: 573-624-2942 gillgroup.com Dexter, MO 63841
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Country Place lll Land Analysis

Land Analysis Grid Comp 1 Comp 2 Comp 3
Address| 1300 Courtland Road 704 Taylor Street 105 South Circle Drive 601 Holly Street
City Atlanta Atlanta Texarkana Atlanta
State > 128 ™ >
Date 2/8/2022 4/17/2018 10/9/2020 6/24/2021
Price $4,000 $10,000 $49,900
Acres 2.589 0.32 0.64 6.84

Price Per Acre

Transaction Adjustments
Property Rights
Financing
Conditions of Sale

Adjsuted Price Per Acre

Adjusted Price Per Acre
Location
% Adjustment

Market Trends Through|02/08/22

Fee Simple

Conventional

Normal

Average

Fee Simple
Conventional
Normal

$12,500

$12,500
0%

$12,500

Similar
0%

0.0% Fee Simple
Conventional

Normal

0.0%
0.0%

$15,625

$15,625
0%

$15,625

Superior
-5%

0.0%
0.0%
0.0%

Fee Simple
Conventional
Normal

$7,295

Similar
0%

$ Adjustment $0 -$781 $0
Acres 2.589 0.32 0.64 6.84
% Adjustment 0% 0% 20%
$ Adjustment $0 $0 $1,459
Visibility/Access Average Similar Similar Similar
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Topography Nearly Level Nearly Level Nearly Level Nearly Level
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Zoning R-2 C-2 GR R-2
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Utilities E,GW,S E,GW,S E,GW,S E,G,W,S
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0

Adjusted Price Per Acre
Net adjustments
Gross adjustments

$12,500
0.0%
0.0%

$14,844
-5.0%
5.0%

20.0%
20.0%

0.0%
0.0%
0.0%

2.589 acres x $12,000 per acre = $31,068

Rounded $31,000

573-624-6614
Fax: 573-624-2942

PO Box 784 | 2100 Gill Plaza Drive, Suite B
Dexter, MO 63841

Gill Group

gillgroup.com
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Country Place IV Land Analysis

Land Analysis Grid Comp 1 Comp 2 Comp 3
Address| 1300 Courtland Road 704 Taylor Street 105 South Circle Drive 601 Holly Street
City Atlanta Atlanta Texarkana Atlanta
State > 128 ™ >
Date 2/8/2022 4/17/2018 10/9/2020 6/24/2021
Price $4,000 $10,000 $49,900
Acres 1.026 0.32 0.64 6.84

Price Per Acre

Transaction Adjustments
Property Rights
Financing
Conditions of Sale

Adjsuted Price Per Acre

Adjusted Price Per Acre
Location
% Adjustment

Market Trends Through|02/08/22

Fee Simple

Conventional

Normal

Average

Fee Simple
Conventional
Normal

$12,500

$12,500
0%

$12,500

Similar
0%

0.0% Fee Simple
Conventional

Normal

0.0%
0.0%

$15,625

$15,625
0%

$15,625

Superior
-5%

0.0%
0.0%
0.0%

Fee Simple
Conventional
Normal

$7,295

Similar
0%

$ Adjustment $0 -$781 $0
Acres 1.026 0.32 0.64 6.84
% Adjustment 0% 0% 20%
$ Adjustment $0 $0 $1,459
Visibility/Access Average Similar Similar Similar
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Topography Nearly Level Nearly Level Nearly Level Nearly Level
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Zoning R-2 C-2 GR R-2
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0
Utilities E,GW,S E,GW,S E,GW,S E,G,W,S
% Adjustment 0% 0% 0%
$ Adjustment $0 $0 $0

Adjusted Price Per Acre
Net adjustments
Gross adjustments

$12,500
0.0%
0.0%

$14,844
-5.0%
5.0%

20.0%
20.0%

0.0%
0.0%
0.0%

1.026 acres x $12,000 per acre = $12,312

Rounded $12,000

573-624-6614
Fax: 573-624-2942

PO Box 784 | 2100 Gill Plaza Drive, Suite B
Dexter, MO 63841

Gill Group

gillgroup.com
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Texas Department of Housing and Community Affairs

Governing Board

Board Action Request

File #: 439 Agenda Date: 12/7/2023 Agenda #: 5.

Presentation, discussion, and possible action on an order proposing amendments to 10 TAC Chapter 2,
Enforcement, Subchapter A General, Subchapter C Administrative Penalties, and Subchapter D,
Debarment from Participation in Programs Administered by the Department, and directing their
publication for public comment in the Texas Register

RECOMMENDED ACTION

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

WHEREAS, the current rule relating to the requirements for Enforcement is in need of
revisions to ensure that reference to the new inspection protocol of National Standards
for Physical Inspections of Real Estate (NSPIRE), and revisions for consistency with no
longer having the Executive Award Review and Advisory Committee, are included in the
rule;

WHEREAS, further rule revisions are needed to clarify intent in areas that have caused
confusion, amend the administrative penalty matrix as it relates to accessibility
noncompliance, and add debarment criteria for failing to correct Events of
Noncompliance prior to LURA expiration and for refusing to correct a physical violation
after the rule becomes effective; and

WHEREAS, such proposed amendments will be published in the Texas Register for
public comment from December 22, 2023, to January 22, 2024, and subsequently
returned to the Board for final adoption;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them are
hereby authorized, empowered, and directed, for and on behalf of the Department, to
cause the proposed action, together with the preamble in the form presented to this
meeting, to be published in the Texas Register for public comment and, in connection,
as they may deem necessary to effectuate the forgoing, including the preparation and
requested revisions to the preamble.

BACKGROUND

Tex. Gov't Code §2306.053 provides for the Department to administer federal housing,
community affairs, and community development programs. As it relates to Department
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File #: 439 Agenda Date: 12/7/2023 Agenda #: 5.

programs, Chapter 2 governs how enforcement of programmatic requirements are handled.

The National Standards for the Physical Inspection of Real Estate (NSPIRE) is the new Housing
and Urban Development (HUD) physical inspection standard protocol designed to reduce
health and safety hazards in a home. NSPIRE was recently integrated into the Department’s
Compliance rules and replaces the Uniform Physical Condition Standards (UPCS) previously
used by the Department. References to UPCS will be retained for a period, however NSPIRE is
being added to be sure that all types of inspections would be covered. The amendment to the
rule adds what the score cut-off must be if the most recent inspection was performed with
NSPIRE.

The rule amendment also makes revisions to bring this rule into consistency with changes
recently made to Chapter 1, Subchapter C, relating to Previous Participation reviews and
removal to references of the now defunct Executive Award Review and Advisory Committee. It
will also clarify intent in areas that have caused confusion, and amend the administrative
penalty matrix to add an optional daily penalty component for unresolved accessibility
noncompliance. Finally, the amendment adds new debarment criteria for failing to correct
Events of Noncompliance prior to the expiration of a Land Use Restriction Agreement, and for
refusing to correct a physical violation after the rule becomes effective.

Behind the proposed preamble for the proposed rule action is the rule shown in its blackline
form reflecting changes to the rule.

Upon Board approval, the proposed section of the rule will be posted to the Department’s
website and published in the Texas Register. Public comment will be accepted from December
22, 2023, through January 22, 2024. After consideration for public comment, the amendment
will be brought before the Board at its February 2024 Board meeting, for final approval and
subsequently published in the Texas Register for adoption.
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Attachment A: Preamble, including required analysis, for proposed amendments to 10 TAC Chapter
2, Enforcement, Subchapter A General, Subchapter C Administrative Penalties, and Subchapter D,
Debarment from Participation in Programs Administered by the Department

The Texas Department of Housing and Community Affairs (the Department) proposes amending 10
TAC Chapter 2, Enforcement, Subchapter A General, Subchapter C Administrative Penalties, and
Subchapter D, Debarment from Participation in Programs Administered by the Department. The
amendments will add reference to a new inspection protocol, NSPIRE, and brings this rule into
consistency with changes recently made to Chapter 1, Subchapter C, relating to previous
participation reviews and the removal of references to the now defunct Executive Award Review and
Advisory Committee (EARAC).

FISCAL NOTE. Mr. Bobby Wilkinson, Executive Director, has determined that, for each year of the
first five years the amendment to the rule is in effect, enforcing or administering the amendment
does not have any foreseeable implications related to costs or revenues of the state or local
governments.

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

1. Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the proposed
rule action would be in effect, the proposed actions do not create or eliminate a government
program, but relate to changes to an existing activity, the enforcement of the Department’s program
rules.

2. The amendment to the rule will not require a change in the number of employees of the
Department;

3. The amendment to the rule will not require additional future legislative appropriations;

4. The amendment to the rule will result in neither an increase nor a decrease in fees paid to the
Department;

5. The amendment to the rule will not create a new regulation, but provides clarification to an
existing regulation;

6. The amendment to the rule will not repeal an existing regulation;

7. The amendment to the rule will not increase or decrease the number of individuals subject to the
rule’s applicability; and

8. The amendment to the rule will neither positively nor negatively affect this state’s economy.

PUBLIC BENEFIT/COST NOTE. Mr. Wilkinson also has determined that, for each year of the first five
years the amendment to the rule is in effect, the public benefit anticipated as a result of the action
will be the adding a new federally required inspection standard and bringing the rule into consistency
with other Department rules. There will not be any economic cost to any individual required to
comply with the amendment.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The Department has



determined that there will be no economic effect on small or micro-businesses or rural communities.

REQUEST FOR PUBLIC COMMENT. All comments or questions in response to this action may be
submitted in writing from December 22, 2023, through January 22, 2024. Written comments may be
submitted to the Texas Department of Housing and Community Affairs, Attn: Brooke Boston, P.O.
Box 13941, Austin, Texas 78711-3941, or by email to brooke.boston@tdhca.state.tx.us. ALL
COMMENTS MUST BE RECEIVED BY 5:00 pm Austin local (Central) time, January 22, 2024.

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

SUBCHAPTER A GENERAL
§2.101 Policy and Purpose

This chapter sets forth the enforcement mechanisms that the Department may use to bring about
compliant administration of Department funded programs, state or federal, and exclude or remove
from Department programs, Persons who have established, through certain noncompliant behavior
that they are either unwilling to act in a compliant manner, or are unable to do so. These
enforcement mechanisms are in addition to any available contractual remedies under program
agreements.

§2.102 Definitions

The words and terms, when used in this chapter, shall have the following meanings, unless the
context clearly indicates otherwise. Capitalized words used herein have the meaning assigned in the
specific chapters of this title that govern the program associated with the request, in Chapter 1 of
this title (relating to Administration), or assigned by federal or state law.

(1) Actively Monitored Development--A Development that within the last three years has been
monitored by the Department, either through a Uniform Physical Condition Standards (UPCS)
inspection, a National Standards for the Physical Inspection of Real Estate (NSPIRE) inspection, an
onsite or desk file monitoring review, an Affirmative Marketing Plan review, or a Written Policies and
Procedures Review. UPCS and NSPIRE inspections include inspections completed by Department
staff, Department contractors and inspectors from the Real Estate Assessment Center through
federal alignment efforts.

(2) Consultant--A Person who provides services or advice for a fee in a capacity other than as an
employee and does not have Control.

(3) Control (including the terms Controlled and Controlling)--"Control" is defined in §11.1 of this title
(relating to General) or as identified in the specific Program rule.

(4) Debarment--A prohibition from future participation in some or all Programs administered by the



Department. Except as otherwise stated in the Order, Debarment does not impact existing or
ongoing participation in Department Programs, prior to the date of the Debarment, nor does it affect
any continuing responsibilities or duties thereunder.

(5) Enforcement Committee {*(Committee~}—)--A Committee of employees of the Department
appomted by the Executlve D|rector iFhe—vetmg—rrmn—be%s—ef—Heat—Gemmrttee%h&H—be—ne—fewer—th&n

Committee may be composed of any member of any Department d|V|$|on but members from the

referring division may not be present during deliberations. Alternate-members-may-serve-on-behalf
of any-vetingmemberforpurpesesofassuringa-guerum-—The Legal Division will designate person(s)

to attend meetings and advise the Committee. A Legal Division designee will serve as Secretary to
the Committee.

(6) Event of Noncompliance (including the alternate term “Finding of Noncompliance*}—)--Any event
for which a Person may be found to be in noncompliance with Texas Government Code Chapters
2105 or 2306, any rule adopted thereunder, any Program Agreement requirement, or federal
program requirements.

(7) Legal Requirements--All requirements, as it relates to the particular Department Program, of
state, federal, or local statutes, rules, regulations, ordinances, orders, court opinions, official
interpretations, policy issuances, OMB Circulars, representations to secure awards, or any similar
memorialization of requirement, including contract requirements.

(8) Monitoring Event--An onsite or desk monitoring review, a Uniferm—PhysicalConditien
StandardsUPCS inspection, a NSPIRE inspection, the submission of the Annual Owner's Compliance

Report, Final Construction Inspection, a Written Policies and Procedures Review, or any other
instance when the Department's Compliance Division or other reviewing area provides written notice
to an Owner or Contact Person requesting a response by a certain date. This would include, but not
be limited to, responding to a tenant complaint.

(9) Person--A legal entity including, without limitation, any natural person, corporation, partnership,
limited partnership, joint venture, limited liability corporation, trust, estate, association, cooperative,
government, political subdivision, agency or instrumentality or other organization or entity of any
nature whatsoever, and shall include any group of Persons acting in concert toward a common goal,
including individual members of the group.

(10) Program--Includes any activity performed by a Subrecipient, Administrator, Contractor,
Development Owner, or other Person under a Program Agreement or activities performed by a third
party under a Program Agreement, including but not limited to a Subgrantee or Subcontractor.

(11) Program Agreements include:

(A) agreements between the Department and a Person setting forth Legal Requirements; and

(B) agreements between a Person subject to a Program Agreement and a third party to carry out one



or more Legal Requirements.
(12) Responsible Party--Any Person subject to a Program Agreement.

(13) Vendor--A person who is procured by a subrecipient to provide goods or services in any way
relating to a Department program or activity.

§2.103 General
(a) A Responsible Party must comply with all applicable Legal Requirements.

(b) A failure by the Department to identify, address, or take action with respect to any one or more
Events of Noncompliance does not constitute a waiver, ratification, or approval of, consent to, or
agreement with such noncompliance. It is the responsibility of a Responsible Party to be familiar with
the applicable Legal Requirements.

(c) Recordkeeping. Each referring division will keep records in accordance with the Department's
record retention schedule and any other state or Federal requirements of all Events of
Noncompliance.

(d) As provided for in Texas Government Code, §2306.6719, parties subject to certain compliance
requirements must be afforded written notice and a reasonable period to correct identified Events
of Noncompliance that are susceptible to being corrected. It is the responsibility of each division to
provide any required cure, Corrective Action, or notice period(s) prior to referral of any matter to the
Committee under this chapter. Matters should not be referred to the Committee until such cure,
Corrective Action, or notice periods have been completed or expired.

(e) For each Event of Noncompliance, the Department will evaluate which Person or Persons had
Control of the Development, Program, or activity at the time the Event of Noncompliance occurred.
A Person will not be referred for Debarment or assessed a Administrative Penalty because they have
newly acquired a Development that has existing Events of Noncompliance, provided that the findings
are resolved by transferee within a reasonable timeframe after purchase, in accordance with a plan
that is approved by the Department in an ownership transfer request under §10.406 of this title
(relating to Ownership Transfers (§2306.6713)). Sale or foreclosure of a property does not preclude
Debarment consideration against the Person or Persons who had Control of the Development,
Program, or activity at the time an Event of Noncompliance occurred.

§2.104 Enforcement Mechanisms

(a) The enforcement mechanisms referenced in this chapter are not the exclusive mechanisms
whereby compliance may be obtained in any particular circumstance. Enforcement mechanisms
related to Department programs may include, where applicable, those required or employed by
other entities or agencies. With regard to the low-income housing tax credit program, if an identified
Event of Noncompliance is required to be reported to the Internal Revenue Service, (IRS) it will be
reported by the Compliance Division on form 8823. For federally funded Programs or activities, the
Department may recommend that a federal funding agency initiate a debarment proceeding under



2 CFR Part 180 or 2 CFR 2424, as applicable. Program Agreements may also include additional
enforcement mechanisms, federal reporting, or penalties.

(b) Enforcement mechanisms available to the Department include but are not limited to:

(1) Enforcement of contractual provisions in the Program Agreements including, but not limited to,
options to place a Development into receivership, and rights of suspension or termination, and
placement on a cost reimbursement status as described in Subchapter B of this chapter (relating to
Enforcement for Noncompliance with Program Requirements of Chapters 6 and 7);

(2) Consideration of a reasonable plan for correction, warning letter, informal conference, and
assessment of administrative penalties, as further described in Subchapter C of this chapter (relating
to Administrative Penalties); or

(3) Debarment, as described in Subchapter D of this chapter (relating to Debarment from
Participation in Programs Administered by the Department).

SUBCHAPTER C ADMINISTRATIVE PENALTIES
§2.301 General

Department divisions will recommend to the Committee the initiation of proceedings to assess
administrative penalties where the Responsible Party or Parties have violated Chapters 2105 or 2306
of the Texas Government Code or a rule or order adopted under Chapters 2105 or 2306 of the Texas
Government Code and failed, despite written notice, to take appropriate and timely corrective action
or seek and obtain for good cause an extension of the time to take corrective action. In addition, staff
from any Department Divisions may recommend to the Committee the initiation of proceedings to
assess administrative penalties where the Responsible Party or Parties has an established pattern of
repeated substantive and material violations, even if corrected within the applicable corrective
action periods. All correspondence shall be delivered electronically.

§2.302 Administrative Penalty Process

(a) The Executive Director will appoint an Enforcement Committee, as defined in §2.102 of this
chapter (relating to Definitions).

(b) FhisThe referring division will recommend the initiation of administrative penalty proceedings to
the Committee by referral to the secretary of the Committee {~(Secretary~}). At the time of referral
for a multifamily rental Development, the referral letter from the referring Division will require the
Responsible Party who Controls the Development to provide a listing of the Actively Monitored
Developments in their portfolio. The Secretary will use this information to help determine whether
mandatory Debarment should be simultaneously considered by the Enforcement Committee in
accordance with §2.401(e)(2) of this section, related to repeated violations.

(c) The Secretary shall promptly contact the Responsible Party. If fully acceptable corrective action
documentation is submitted to the referring division before the {“Secretary®} sends an informal



conference notice, the referral shall be closed with no further action provided that the Responsible
Party is not subject to consideration for Debarment and provided that the referring division does not
wish to move forward with the referral based upon a pattern of repeated violations. If the Secretary
is not able to facilitate resolution, but receives a reasonable plan for correction, such plan shall be
reported to the Committee to determine whether to schedule an informal conference, modify the
plan, or accept the plan. If accepted, plan progress shall be regularly reported to the Committee, but
an informal conference will not be held unless the approved plan is substantively violated, or an
informal conference is later requested by the Committee or the Responsible Party. Plan examples
include but are not limited to: a rehabilitation plan with a scope of work or contracts already in place,
plans approved by EARACaspartefthe Department as part of the Previous Participation Review
process provided for in 10 TAC Subchapter C for an ownership transfer or funding application, plans
approved by the Executive Director, plans approved by the Asset Management Division, and/or plans
relating to newly transferred Developments with unresolved Events of Noncompliance originating
under prior ownership. Should the Secretary and Responsible Party fail to come to, an agreement or
closer of the referral, or if the Responsible Party or ownership group's prior history of administrative
penalty referrals does not support closure, or if consideration of Debarment is appropriate, the
Secretary will schedule an informal conference with the Responsible Party to attempt to reach an
agreed resolution.

(d) When an informal conference is scheduled, a deadline for submitting Corrective Action
documentation will be included, providing a final opportunity for resolution. If compliance is
achieved at this stage, the referral will be closed with a warning letter provided that factors, as
discussed below, do not preclude such closure. Closure with a warning letter shall be reported to the
Committee. Factors that will determine whether it is appropriate to close with a warning letter
include, but are not limited to:

(1) Prior Enforcement Committee history relating to the Development or other properties in the
ownership group;

(2) Prior Enforcement Committee history regarding similar federal or state Programs;

(3) Whether the deadline set by the Secretary in the informal conference notice has been met;
(4) Whether the Committee has set any exceptions for certain finding types; and

(5) Any other factor that may be relevant to the situation.

(e) If an informal conference is held:

(1) Notwithstanding the Responsible Party's attendance or presence of an authorized representative,
the Enforcement Committee may proceed with the informal conference;

(2) The Responsible Party may, but is not required to be, represented by legal counsel of their
choosing at their own cost and expense;

(3) The Responsible Party may bring to the meeting third parties, employees, and agents with



knowledge of the issues;

(4) Assessment of an administrative penalty and Debarment may be considered at the same informal
conference; and

(5) In order to facilitate candid dialogue, an informal conference will not be open to the public;
however, the Committee may include such other persons or witnesses as the Committee deems
necessary for a complete and full development of relevant information and evidence.

(f) An informal conference may result in the following, which shall be reported to the Executive
Director:

(1) An agreement to dismiss the matter with no further action;

(2) A compliance assistance notice issued by the Committee, available for Responsible Parties
appearing for the first time before the Committee for matters which the Committee determines do
not necessitate the assessment of an administrative penalty, but for which the Committee wishes to
place the Responsible Party on notice with regard to possible future penalty assessment;

(3) An agreement to resolve the matter through corrective action without penalty. If the agreement
is to be included in an order, a proposed agreed order will be prepared and presented to the Board
for approval;

(4) An agreement to resolve the matter through corrective action with the assessment of an
administrative penalty which may be probated in whole or in part, and may, where appropriate,
include additional action to promote compliance such as requirements to obtain training. In this
circumstance, a proposed agreed order will be prepared and presented to Department's Governing
Board for approval;

(5) A recommendation by the Committee to the Executive Director to determine that a violation
occurred, and to issue a report to the Board and a Notice of Violation to the Responsible Party,
seeking the assessment of administrative penalties through a contested case hearing with the State
Office of Administrative Hearings {~(SOAH);); or

(6) Other action as the Committee deems appropriate.

(g) Upon receipt of a recommendation from the Committee regarding the issuance of a report and
assessment of an administrative penalty under subsection (f)(5), the Executive Director shall
determine whether a violation has occurred. If needed, the Executive Director may request
additional information and/or return the recommendation to the Committee for further
development. If the Executive Director determines that a violation has occurred, the Executive
Director will issue a report to the Board in accordance with §2306.043 of the Texas Government
Code.

(h) Not later than feurteen{14)} days after issuance of the report to the Board, the Executive Director
will issue a Notice of Violation to the Responsible Party. The Notice of Violation issued by the



Executive Director will include:

(1) A summary of the alleged violation(s) together with reference to the particular sections of the
statutes and rules alleged to have been violated;

(2) A statement informing the Responsible Party of the right to a hearing before the SOAH, if
applicable, on the occurrence of the violation(s), the amount of penalty, or both;

(3) Any other matters deemed relevant; and

(4) The amount of the recommended penalty. In determining the amount of a recommended
administrative penalty, the Executive Director shall take into consideration the statutory factors at
Tex. Gov't Code §2306.042 the penalty schedule shown in the tables in subsection (k) of this section
and in the instance of a proceeding to assess administrative penalties against a Responsible Party
administering the annual block grant portion of CDBG, CSBG, or LIHEAP, whether the assessment of
such penalty will interfere with the uninterrupted delivery of services under such program(s). The
Executive Director shall further take into account whether the Department's purposes may be
achieved or enhanced by the use of full or partial probation of penalties subject to adherence to
specific requirements and whether the violation(s) in question involve disallowed costs.

(i) Not later than 20 days after the Responsible Party receives the Notice of Violation, the Responsible
Party may accept the requirements of the Notice of Violation or request a SOAH hearing.

(j) If the Responsible Party requests a hearing or does not respond to the Notice of Violation, the
Executive Director, with the approval of the Board, shall cause the hearing to be docketed before a
SOAH administrative law judge in accordance with §1.13 of this title (relating to Contested Case
Hearing Procedures), which outlines the remainder of the process.

(k) Penalty schedules.
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Figure 1: 10 TAC §2.302(k)

Penalty table for Chapters 6 and 7 Findings of Noncompliance These
are the maximum potential administrative penalty amounts possible for
each finding of noncompliance. When an administrative penalty is to be
considered, the matrix below must be considered in conjunction with
the statutory factors at Tex. Gov't Code §2306.042.

Finding of Maximum first Maximum Administrative

Noncompliance time penalty assessment for a
administrative Responsible Party that has
penalty previously paid a penalty
assessment for the same finding type




Lack of financial duties Up to $500 Up to $1,000

or material inventory

segregation of duties

No Cost Allocation/Not Up to $500 for Up to $1,000 for each
allocating costs each instance instance

properly

Violation of Conflict of
Interest policies

Up to $500

Up to $1,000

Lack of Insurance or

Up to $1,000 +

Up to $1,000 + up to $200

Fidelity Bond coverage up to $100 a a day for each day not in
day for each compliance
day not in
compliance
Failure to submit Up to $500 Up to $1,000
Inventory Report within
45 days (end Contract
Term)
Unallowable/Unreasonab | Up to $1,000 Up to $1,000 for each
le expenditure for each instance
instance
Violation of Procurement | Up to $1,000 Up to $1,000 for each
Requirements for each service or product not
service or properly procured
product not
properly
procured
Lack of Subcontractor Up to $250 for Up to S500 for each
contract each instance instance
Lack of prior approval for | Up to $500 for Up to $1,000 for each
purchase(s) each instance instance
Instance of Fraud, Up to $1,000 Up to $1,000
Waste and/or Abuse
Commingling of funds, Up to $1,000 Up to $1,000
Misapplication of funds
Failure to timely submit Up to $250 Up to $1,000 per violation
Audit Certification
Form
Failure to timely submit Up to $1,000 Up to $1,000 + up to $100
Single Audit for each day not in

compliance

Lack of providing
requested
documentation/item(s)
for monitoring

Up to S500 per
day for each
item or
documentation
not provided

Up to S$150 per day for
each item or
documentation not
provided




Failure to timely respond | Up to $100 for Up to $1,000 per day per
to Report/provide first violation violation

required correspondence

Failure to report/record Up to S500 for Up to $1,000 for each
program income each instance instance
Noncompliance with Up to $100 for Up to $1,000 for each
record retention each instance instance
requirements

Providing assistance to Up to $500 for Up to $1,000 for each
income or SAVE ineligible | each instance instance

applicants

Service provided to Up to $500 Up to $1,000

clients not according to
poverty population
makeup

Failure to meet Tri-
Partite Board
Requirements

Up to $1,000 +
up to $100 for
each the entity
failed to comply

Up to $1,000 + up to
$250 for each day the
entity failed to com

Failure to comply with Up to $250 for Up to $500 for each
Department minimum each instance instance
applicant/client denials

and appeals

Failure to Prioritize Up to $250 for Up to S500 for each
applicants each instance instance

Failure to complete orto | Up to $250 for Up to S750 for each

properly complete
required program

each instance

instance

documents

Payment to Vendor Up to S500 for Up to $1,000 for each
without a Vendor each instance instance

Agreement

Failure to perform Up to $500 Up to $1,000
Outreach activities

Weatherized unit Up to S500 for Up to $1,000 for each

expenditure over
maximum cost per unit
w/o prior approval

each instance

instance

Failure to input Ending
Homelessness, HHSP, or
ESG client data into the
Homeless Management
Information System

Up to S500 for
each instance

Up to $1,000 for each
instance




Other noncompliance
with a contract
requirement

Up to $1,000

Up to $1,000

Failure to comply with
case management
requirements

Up to $500

Up to $750

Noncompliance with
applicable OMB or state
financial management
requirements

Up to $500

Up to $1,000

Noncompliance with
Texas Prompt Payment
Act

Up to $500

Up to $750

Noncompliance with
Historical Commission
requirements

Up to $500

Up to S75

Failure to comply with
Limited English
Proficiency (“LEP”)
policies in accordance
with program rule, policy
or agreement

Up to $500

Up to $1000

Failure to meet
accessibility
requirements

Up to $1,000
per violation

Up to $1,000 per
violation

Failure to submit
Inventory Report within
45 days (end of contract
term)

Up to $500

Up to $1,000

Failure to timely enter
into an ISPA (Information
Privacy and Security
Agreement)

Up to $1,000
per violation

Up to $1,000 per
violation

Failure to attend

Up to $100 per

Up to $200 per

required training as violation violation
required by program

rule, policy or agreement

Failure to comply with Up to $500 Up to $1,000

Section 3 requirements in
24 CFR Part 75 in
accordance with program
rule, policy, or agreement
(ESG only)
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Figure 2: 10 TAC §2.302(k)

Penalty table for Multifamily Rental Findings of Noncompliance. These are
the maximum potential administrative penalty amounts possible for each
finding of noncompliance. When an administrative penalty is to be
considered, the matrix below must be considered in conjunction with the
statutory factors at Tex. Gov’'t Code §2306.042:

Finding of
Noncompliance

Maximum First Time
Administrative
Penalty assessment

Maximum Administrative
Penalty Assessment for a
Responsible Party that has
previously paid a penalty for
the same finding type

Violations of the
Uniform Physical
Condition Standards-

Up to S500 for level 3
deficiencies, up to
$250 for level 2
deficiencies, up to
$125 for level 1
deficiencies, plus an
optional $100 per
day #for each level 2
or level 3 deficiencies
rematnrdeficiency

Up to $1,000 for level 3
deficiencies, up to $500
for level 2 deficiencies,
up to $250 for level 1
deficiencies, plus an
optional $200 per day
#for each level 2 or
level 3 deficiencies-
remaindeficiency that
remains uncorrected 6

that remains
uncorrected 6
months from the
corrective action
deadline-

months from the
corrective action
deadline-

Violations of National

Up to $500 for life

Up to $1,000 for life

Standards for Physical

threatening and

Inspections of Real

severe deficiencies,

threatening and severe
deficiencies, up to $500

Estate

up to $250 for

for moderate

moderate deficiencies, up to $250
deficiencies, up to for low deficiencies,
$125 for low plus an optional $200

deficiencies, plus an

per day for each life

optional $100 per

threatening or severe

day for each life
threatening or severe

deficiency that remains
uncorrected 6 months

deficiency that
remains uncorrected

from the corrective
action deadline

6 months from the
corrective action
deadline




Noncompliance
related to Affirmative
Marketing
requirements
described in §10.801
of this title.

Up to $250

Up to S500;

TDHCA has received
notice from HUD, the
DOJ, the TWC, or
another party of a
judgement from a
court of competent
jurisdiction regarding
a Fair Housing
Violation and/or
reported general
public use violations-
{, unless such
violation has already
been disclosed in the
Annual Owner’s
Compliance Report.

Up to $1,000

Up to $1,000

TDHCA has referred
unresolved Fair
Housing design and
construction issues to
the Texas
workforeeWorkforce
Commission Civil
Rights division

Up to $1,000

Up to $1,000

Development is not
available to the
general public because
of leasing issues

Up to $1,000 per
day per violation

Up to $1,000 per day
per violation

Development is never
expected to comply
due to failure to
report or allow
monitoring

Up to $1,000 per
day

Up to $1,000 per day

Owner did not allow
on-site monitoring or
failed to notify
residents, resulting in
inspection cancellation

Up to $1,000 per
day

Up to $1,000 per day




(including failure to
appear for review)

LURA not in effect Up to $1,000 per Up to $1,000 per day
day

Project failed to meet Up to $1,000 per Up to $1,000 per day

minimum set aside day

No evidence of, or Up to S750 Up to $1,000

failure to certify to
material participation
and/or ownership by a
non-profit or HUB, if
required by LURA

Development failed to
meet additional state
required rent and
occupancy restrictions

Up to $250 per
day per violation

Up to S500 per day per
viola

Noncompliance with
social service
requirements
(provision of services)

Up to $250 per
violation, with each
required service
considered a
separate violation

Up to S500 per
violation, with each
required service
considered a separate
violation

Noncompliance with
social service
requirements
(expenditure

Double the
monthly
expenditure
deficiency, up to a

Triple the monthly
expenditure deficiency,
up to a maximum of
$1,000 per day.

amounts) maximum of
$1,000 per day
Development failed to | Up to $5 per day Up to $10 per day per
provide housing to the | per violation violation
elderly as promised at
application
Failure to provide Up to $1,000 Up to $1,000
special needs housing
as required by LURA
Changes in Eligible Up to $1,000 per Up to $1,000 per day
Basis or Applicable day per violation per violation
percentage in violation
of the IRS 8823 Audit
Guide or other IRS
guidance
Failure to submit all or | Up to $500 Up to $1,000

parts of the Annual




Owner's Compliance
Report

Failure to respond to
Compliance Division
requests for
clarification regarding
answers on the Annual
Owner’s Compliance
Report

Up to $250

Up to S750

Failure to submit
quarterly reports as
required by §10.607 of
this title

Up to $100, then
and additional
$250 for each
subsequent quarter
that the report is
not received

Up to $250, then an
additional $500 for each
subsequent quarter that
the report is not
submitted

Noncompliance with
utility allowance
requirements
described in §10.614
of this title and/or
Treasury Regulation
26 CFR §1.42-10

Up to S50 per unit

Up to $100 per unit

Noncompliance with
lease requirements
described in §10.613
of this title (relating to
failure to execute
required lease
provisions)

Up to S500

Up to $1,000

Noncompliance with
lease requirements
described in §10.613
of this title (relating to
failure to provide
lease brochures,
guides or notices
described in §10.613
currently including but
not limited to the
Tenant Rights and
Resources Guide)

Up to $250

Up to S500

Asset Management
has reported that
Development has

Up to $1,000

Up to $1,000




failed to establish and
maintain a reserve
account in accordance
with §10.404 of this
title

Failure to provide a
notary public as
promised at
application

Up to S500

Up to $750

Violation of the Unit
Vacancy Rule

Up to $250 per
violation

Up to S500 per violation

Failure to provide pre-
onsite documentation

Up to $250 per pre-
onsite
documentation
item

Up to S$500 per pre-
onsite documentation
item

Failure to provide
amenity as required by
LURA

Up to $1,000 per
violation

Up to $1,000 per
violation, plus $100 for
each subsequent day
the violation continues

Failure to pay asset
management,
compliance
monitoring or other
required fee

Up to $250 for
the first day plus
$10 per day for
each subsequent
day the violation

Up to $500 for the first
day plus $50 per day for
each subsequent day
the violation continues

continues
Change in ownership Up to $1,000 for Up to $1,000 for the
without department the first day plus first day plus $200 per
approval (other than $100 per day for day for each subsequent

removal of a general

each subsequent

day the violation

partner in accordance day the violation continues

with §10.406 of this continues

title)

Noncompliance with Up to S500 per Up to $1,000 per
written policy and violation violation

procedure
requirements
described in §10.802
of this title (written
policy violations)

Noncompliance with
written policy and
procedure
requirements
described in §10.802

Up to $250 per
violation

Up to $500 per violation




of this title (notice of
termination language
requirements)

Noncompliance with
Reasonable
Accommodation Policy
requirements as
described in §10.802
of this title

Up to S500 per
violation

Up to $1,000 per
violation

Program Unit not
leased to Low-Income
household (either
because the
household’s income
exceeds the allowable
limit or because the
owner did not gather
adequate
documentation to
establish household
eligibility)

Up to $1,000 per
violation

Up to $1,000 per
violation

Program unit occupied
by nonqualified full-
time students

Up to $1,000 per
violation

Up to $1,000 per
violation

Low-Income units used
on a transient basis

Up to S500 per
violation

Up to $1,000 per
violation

Violation of the
Available Unit Rule

Up to S500 per
violation

Up to $1,000 per
violation

Gross rent exceeds the
highest rent allowed
under the LURA or
other deed restriction

Up to S50 per unit
per day

Up to $150 per unit per
day

Failure to provide
Tenant Income
Certification and
documentation

Up to $100 per
violation

Up to $250 per violation

Unit not available for
rent

Up to S50 per unit
per day

Up to $100 per unit per
day

Failure to collect data
required by
§10.612(b)(1) and/or
(2) of this title (Annual
Eligibility Certifications)

Up to S50 per
violation

Up to $100 per violation




Development evicted
or terminated the
tenancy of a low-
income tenant for
other than good cause

Up to $1,000 per
violation

Up to $1,000 per violation

Household income
increased above 80
percent at
recertification and
Owner failed to
properly determine
rent

Up to S500 per
violation

Up to $1,000 per violation

Violation of the
Integrated Housing
Rule in 10 TAC 1.15

Up to S500

Up to S500

Failure to resolve final
construction
deficiencies within
corrective action
period

Up to $1,000 per
violation

Up to $1,000 per violation

Noncompliance with
the required
accessibility
requirements such as
§504 of the
Rehabilitation Act of
1973, the 2010 ADA
standards or other
accessibility related
requirements of a
Department Rule,
including but not
limited to those
described in Chapter 1,
Subchapter B (except
those only under the
Fair Housing Act for
which there is a
separate category)

Up to $1,000 per
violation-, plus an

Up to $1,000 per violation-,
plus an optional S100 per day

optional $100 per

for each accessibility deficiency

day for each

accessibility
deficiency that

remains
uncorrected 6
months from the
corrective action
deadline

that remains uncorrected 6
months from the corrective
action deadline

Noncompliance with
the notice to the
Department
requirements
described in §10.609 of
this title

Up to S500

Up to S500




Failure to provide a
reasonable

accommodation under

10 TAC, Chapter 1,
Subchapter B

Up to $1,000 per
violation

Up to $1,000 per
violation

Violation of the Fair

Housing Act and §1.205

of this Title

Up to $1,000

Up to $1,000

Failure to reserve units

for Section 811
participants (Section
811 PRA only)

Up to S750 per
violation

Up to $1,000 per
violation

Failure to notify the
Department of the
availability of Section
811 units (Section 811
PRA only)

Up to $750 per
violation

Up to $1,000 per
violation

Owner failed to check
criminal history and
drug use of household
(as required by
Department Rule)

Up to $250

Up to S500

Failure to use
Enterprise Income
Verification System
(section 811 PRA only)

Up to $250

Up to $500

Failure to properly
document and
calculate adjusted
income (section 811
PRA only)

Up to S500 per
violation

Up to $1,000 per
violation

Failure to use required
HUD forms (Section
811 PRA only)

Up to $250

Up to $500

Accepted funding that
limits 811 PRA
participation

Up to $1,000

Up to $1,000

Failure to properly
calculate resident
portion of rent
(Section 811 PRA and
HOME ARP Qualified

Population Units only)

Up to S50 per unit
per day

Up to S$150 per unit per
day




Failure to use HUD Up to $500 Up to $1,000
model Lease (Section

811 PRA only)

Failure to disperse 811 | Up to $500 Up to $1,000

PRA Units according to
program requirements
(relates to
disbursement
throughout the
Development. Section
811 PRA only)

Failure to conduct
interim certifications
(Section 811 PRA only)

Up to S100 per
violation

Up to $250 per violation

Failure to conduct

Up to $100 per

Up to $250 per violation

annual income violation

recertification (Section

811 PRA only)

Asset Management Up to S750 Up to $1,000

Division has reported
that Development has
failed to submit rents
for review on an
annual basis in
accordance with
§10.403 of this Title

Failure to maintain
status as a qualified
Community Housing
Development
Organization (CHDO)

Up to $1,000 + up
to $100 for each
day the entity
failed to comply

Up to $1,000 + up to
$250 for each day the
entity failed to comply

Failure to submit Audit | Up to $1,000 Up to $1,000 plus up to
Certification Form, a $100 for each day not in
Single Audit, or other compliance
programmatic audit

Failure to timely enter | Up to $1,000 per Up to $1,000 per

into an Information violation violation

Privacy and Security

Agreement

Failure to comply with | Up to $500 Up to $1,000

Labor Standards
requirements in
accordance with
program rule, policy or
agreement




Failure to comply with
displacement policies
as required by
program rule, policy or
agreement

Up to $500

Up to $1,000

Casualty loss not
corrected during
restoration period

Up to $100 per unit
per day

Up to S$500 per unit per
day

Unit leased to
Household that is not
qualified for the
Section 811 PRA
program

Up to S500

Up to $1,000

Failure to submit
documentation for
mail in review

Up to $1,000 per
day

Up to $1,000 per day

Noncompliance with
CHDO requirements

Up to $500

Up to $1,000

Failure to properly
calculate security
deposit (Section 811
PRA only)

Up to $256-1,000

Up to $5661,000

Section 3
requirementsin 24
CFR 1252/ snd2/-CRR
435.5inPart 75in
accordance with
program rule, policy,
or agreement

Failure to prominently | Up to $250 Up to S500
display required Fair

Housing Posters

(Section 811 PRA only)

Failure to comply with | Up to $500 Up to $1,000
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Figure 3: 10 TAC §2.302(k)

Penalty table for Single Family Program Findings of Noncompliance. These
are the maximum potential administrative penalty amounts possible for
each finding of noncompliance. When an administrative penalty is to be
considered, this matrix must be considered in conjunction with the
statutory factors at Tex. Gov't Code §2306.042.




Finding of Maximum first | Maximum administrative
Noncompliance time penalty assessment for a
administrative Responsible Party that has
penalty previously paid a penalty for
assessment the same finding type
Noncompliance Up to S500 Up to $1,000
related to
Affirmative
Marketing
requirements
Progra‘m. . Up to $100 Up to $200 per violation
Accessibility L
. . per violation
violations
Failure to meet Up to $1,000 Up to $1,000 + up to $250
CHDO Board +up to $100 for each day the entity failed
requirements for each day to comply
the entity
failed to
comply
Repeated violations Up to S500 Up to $1,000
of interim loan terms
or timeline
Records retention Up to $100 Up to $200 per violation
violations per violation
Failure to attend Up to $100 Up to $200 per violation
required training as per violation
required by program
rule, policy or
agreement
Providing assistance Up to S500 Up to $1,000
to households that
are not income
eligible
Violations of Up to S500 Up to $1,000
construction
standards
Violations of Up to S500 Up to $1,000
property condition
standards
Violation of Conflict Up to S500 Up to $1,000
of Interest Policies
Violation of program Up to S500 Up to $1,000

policies regarding us
of funds for




sectarian or religious
activity

Failure to comply
with Limited English
Proficiency ("LEP")
policies in
accordance with
program rule, policy
or agreement

Up to S500

Up to $1,000

Failure to comply
with labor standards
requirements in
accordance with
program rule, policy
or agreement

Up to S500

Up to $1,000

Violation of
Procurement
Requirements

Up to $1,000
for each
service or
product not
properly
procured

Up to $1,000 for each
service or product not
properly procured

Failure to comply
with Section 3
requirements in 24
CFRPart 75in
accordance with
program rule, policy,
or agreement

Up to S500

Up to $1,000

Failure to comply
with displacement
policies as required
by program rule,
policy, or agreement

Up to S500

Up to $1,000

Failure to provide
Tenant Income
Certification and
documentation

Up to $250
per violation

Up to $250 violation

Failure to collect
data required by
program rules,

Up to $50 per
violation

Up to $100 per violation

policies or

agreements

Failure to provide Up to S50 per Up to $150 per day
required day

documentation or




corrections to
documentation

Development
evicted or
terminated the
tenancy of a low-
income tenant for
other than good
cause

Up to S500
per violation

Up to $1,000 per violation

For tenant-based
rental programs,
Household income
increased above 80
percent at
recertification and
Owner failed to
properly determine
rent

Up to S500
per violation

Up to $1,000 per violation

For tenant-based
rental programs,
gross rent exceeds
the highest rent by
program rule, policy
or agreement

Up to S50 per
unit per day

Up to $150 per unit per day

Failure to return or
repay funds to the
Department as
required by rule,
policy or agreements
(such as contract
termination,
assessed penalties,
disallowed costs,
overpayment,
Deobligation, or
recapture)

Up to S50 per
day

Up to $150 per day

Failure to meet
accessibility
requirements

Up to $1,000
per violation

Up to $1,000 per violation

Noncompliance with
applicable OMB or
state financial
management
requirements

Up to S500

Up to $1,000




Failure to timely Up to $250 Up to $1,000 per violation
submit Audit
Certification Form
Failure to timely Up to $1,000 Up to $1,000 + up to $100
submit Single Audit for each day not in
compliance

Failure to timely Up to $1,000 Up to $1,000 per Violation
enter into an ISPA per violation
(Information Privacy
and Security
Agreement)
Lack of insurance of Up to $1,000 Up to $1,000 + up to $200 a
fidelity bond + up to $100 day for each day not in
coverage a day for compliance

each day not

in compliance

SUBCHAPTER D DEBARMENT FROM PARTICIPATION IN PROGRAMS ADMINISTERED BY THE
DEPARTMENT

§2.401 General

(a) The Department may debar a Responsible Party, a Consultant and/or a Vendor who has exhibited
past failure to comply with any condition imposed by the Department in the administration of its
programs. A Responsible Party, Consultant or Vendor may be referred to the Committee for
Debarment for any of the following:

(1) Refusing to provide an acceptable plan to implement and adhere to procedures to ensure
compliant operation of the program after being placed on Modified Cost Reimbursement;

(2) Refusing to repay disallowed costs;

(3) Refusing to enter into a plan to repay disallowed costs or egregious violations of an agreed
repayment plan;

(4) Meeting any of the ineligibility criteria referenced in §11.202 of this title (relating to Ineligible
Applicants and Applications) or other ineligibility criteria outlined in a Program Rule, with the
exception of: ineligibility related to conflicts of interest disclosed to the Department for review, and
ineligibility identified in a previous participation review in conjunction with an application for funds
or resources (unless otherwise eligible for Debarment under this Subchapter D);



(5) Providing fraudulent information, knowingly falsified documentation, or other intentional or
negligent material misrepresentation or omission with regard to any documentation, certification or
other representation made to the Department;

(6) Failing to correct Events of Noncompliance as required by an order that became effective after
the-effectivedate-ofthisruleApril 1, 2021, and/or failing to pay an administrative penalty as required
by such order, within six months of a demand being issued by the Department. In this circumstance,
if the Debarment process is initiated but the Responsible Party fully corrects the findings of
noncompliance to the satisfaction of the referring division and pays the administrative penalty as
required by the order before the Debarment is finalized by the Board, the Debarment
recommendation may be cancelled or withdrawn by Committee recommendation and Executive
Director concurrence. This type of referral would be initiated by the Secretary;

(7) Controlling a multifamily Development that was foreclosed after the—effective—date—ofthis
reHeApril 1, 2021, where the foreclosure or deed in lieu of foreclosure terminates a subordinate
TDHCA LURA;

(8) Controlling a multifamily Development and allowing a change in ownership after the-effective
date-ofthisruleApril 1, 2021, without Department approval;

(9) Transferring a Development, after the-effective-date-efthis+ruleApril 1, 2021, without regard for
a Right of First Refusal requirement;

(10) Being involuntary removed, or replaced due to a default by the General Partner under the
Limited Partnership Agreement, after April 1, 2021;

(11) Controlling a multifamily Development and failing to correct Events of Noncompliance before
the expiration of a Land Use Restriction Agreement, after the effective date of this rule;

(11) Refusing to comply with conditions approved by the Board that were recommended by the
Executive Award Review Advisory Committee after the-effective-date-ofthisruleApril 1, 2021;

(12) Having any Event of Noncompliance that eeeuroccurs after the-effective-date-efthisruleApril 1,
2021, that causes the Department to be required to repay federal funds to any federal agency
including, but not limited to the U.S. Department of Housing and Urban Development; and/or

(13) Submitting a written certification that non-compliance has been corrected when it is determined
that the Event of Noncompliance was not corrected. For certain Events of Noncompliance, in lieu of
documentation, the Compliance Division accepts a written certification that noncompliance has been
corrected. If it is determined that the Event of Noncompliance was not corrected, a Person who
signed the certification may be recommended for debarment;

(14) Refusing to provide an amenity required by the LURA after the-effective-date-ofthis+uleApril 1,
2021;

(15) Failing to reserve units for Section 811 PRA participants after the-effective-date-ofthisrule;April



1,2021;

(16) Failing to notify the Department of the availability of 811 PRA units after the-effective-dateof
thisrule;April 1, 2021,

(17) Taking "choice limiting" actions prior to receiving HUD environmental clearance (24 CFR §58.22);

(18) Substandard construction, as defined by the Program, and repeated failure to conduct required
inspections;

(19) Repeated failure to provide eligible match. 24 CFR §92.220, 24 CFR §576.201, and as required
by NOFA;

(20) Repeated failure to report program income. 24 CFR §200.80, 24 CFR §570.500, 24 CFR
§576.407(c), 224 CFR Part215{i£§92. 503, (as applicable), and 10 TAC §20.9, or as defined by Program
Rule;

(21) Participating in activities leading to or giving the appearance of "Conflict of Interest". As
applicable, in 2 CFR Part 215 {ifapplicable};2 CFR Part 200. 24 CFR §84-4293.353, §92.356 {if
applicable};24 CFR, §570.489, 24 CFR §576.404, 10 TAC §20.9, or as defined by Program Rule;

(22) Repeated material financial system deficiencies. As applicable, 2 CFR Part 200, 24 CFR §§84-2%;
84-43.85-20,-85-22-85-36,;8§, 92.205, 92.206, 92.350, 92.505, and 92.508 {ifapplicable} OMB-A-110
Relocated-te, 2 CFR Part 215 {ifapplicable},-OMB-A-87 Relocated-te, 2 CFR Part 225 (if applicable),
OMB-A-122 Relocated—te—2 CFR Part 230 {ifappheable);(, 10 TAC §20.9—-=and, Uniform Grant
Management Standards-{if, and Texas Grant Management Standards (as applicable}), and as defined
by Program Rule.

(23) Repeated violations of Single Audit or other programmatic audit requirements;
(24) Failure to remain a CHDO for Department committed HOME funds;
(25) Commingling of funds, Misapplication of funds;

(26) Refusing to submit a required Audit Certification Form, Single Audit, or other programmatic
audit;

(27) Refusing to timely respond to reports/provide required correspondence;

(28) Failure to timely expend funds; and

(29) A Monitoring Event determines that 50% or more of the client or household files reviewed do
not contain required documentation to support income eligibility or indicate that the client or

household is not income eligible.

(b) The Department shall debar any Responsible Party, Consultant, or Vendor who is debarred from



participation in any program administered by the United States Government.

(c) Debarment for violations of the Department's Multifamily Programs. The Department shall debar
any Responsible Party who has materially or repeatedly violated any condition imposed by the
Department in connection with the administration of a Department program, including but not
limited to a material or repeated violation of a land use restriction agreement (LURA}) or Contract.
Subsection (d) of this section provides the criteria the Department will use to determine if there has
been a material violation of a LURA. Subsections (e)(1) and (e)(2) of this section provide the criteria
the Department shall use to determine if there have been repeated violations of a LURA.

(d) Material violations of a LURA. A Responsible Party will be considered to have materially violated
a LURA, Program Agreement, or condition imposed by the Department and shall be referred to the
committee for mandatory Debarment if they;-:

(1) Control a Development that has, on more than one occasion scored 50 or less on a UPCS
inspection; or has, on more than one occasion scored 50 or less on a NSPIRE inspection, or any
combination thereof. The Compliance Division may temporarily decrease this NSPIRE score threshold
with approval by the Executive Director, for a period of time not longer than one year, so long as the
score threshold is applied evenly to all properties;

(2) Refuse to allow a monitoring visit when proper notice was provided or failed to notify residents,
resulting in inspection cancellation, or otherwise fails to make units and records available;

(3) Refuse to reduce rents to less than the highest allowed under the LURA;

{4(4) Refuse to correct a UPCS, NSPIRE, or final construction inspection deficiency after the effective
date of this rule;

(5) Fail to meet minimum set aside by the end of the first year of the credit period (HTC Developments
only) after the-effective-date-ofthis+ruleApril 1, 2021; or

(56) Excluding an individual or family from admission to the Development solely because the
household participates in the HOME Tenant Based Rental Assistance Program, the housing choice
voucher program under Section 8, United States Housing Act of 1937 (42 U.S.C. §1-437), or other
federal, state, or local government rental assistance program after the-effective-date-ofthis+rule:April
1,2021.

(e) Repeated Violations of a LURA that shall be referred to the Committee for Debarment.
(1) A Responsible Party shall be referred to the Committee for mandatory Debarment if they Control
a Development that, during two Monitoring Events in a row is found to be out of compliance with

the following Events of Noncompliance:

(A) No evidence of, or failure to certify to, material participation of a non-profit or HUB, if required
by the Land Use Restriction Agreement;



(B) Any Uniform Physical Condition Standards Violations that result in a score of 70 or below in
sequential UPCS inspections after the-effective-date—ofthis—rule;April 1, 2021 or NSPIRE violations
that result in a score of 50 or below in sequential inspections after the effective date of this rule, or
any combination thereof. The Compliance Division may temporally decrease this NSPIRE score
threshold with approval by the Executive Director, for a period not to exceed one year, so long as
the score threshold is applied evenly to all properties;

(C) Refuse to submit all or parts of the Annual Owner's Compliance Report for two consecutive years
after the-effective-date-of thisruleorApril 1, 2021; or

(D) Gross rents exceed the highest rent allowed under the LURA or other deed restriction.

(2) Repeated violations in a portfolio. Persons who control five or more Actively Monitored
Developments will be considered for Debarment based on repeated violations in a portfolio. A

Person shall be referred to be committee fermandatory—will-bereferredforDebarmentif an
inspection or referral, after the-effective-date-ofthis+ruleApril 1, 2021, indicates the following:

(A) 50% or more of the Actively Monitored Developments in the portfolio have been referred to the
Enforcement Committee-o within the last three years. The Enforcement Committee may increase
this threshold at its discretion. For example, if three properties in a five-property portfolio are
monitored in the same month, and then referred to the Enforcement Committee at the same time,
it may be appropriate to increase the 50% threshold; or,

(B) 50% or more of the Actively Monitored Developments in the portfolio score a 70 or less during a
Uniform Physical Conditions Standards inspection_ or score 50 or less during a NSPIRE inspection, or
any combination thereof. The Compliance Division may decrease this NSPIRE score threshold with
approval by the Executive Director, so long as the score threshold is applied evenly to all properties.

(f) Debarment for violations of al—ether Department Programs, with the exception of the Non-
Discretionary funds in the Community Services Block Grant program. Material or repeated violations
of conditions imposed in connection with the administration of Programs administered by the
Department. Administrators, Subrecipients, Responsible Parties, contractors, multifamily owners,
and related parties shall be referred to the Committee for consideration for Debarment for violations
including but not limited to:

(1) 50% or more loan defaults in the first 12 months of the loan agreement after the—effective
dateApril 1, 2021-efthisrule;

(2) The following Davis Bacon Act Violations:
(A) Refusing to pay restitution (underpayment of wages). 29 CFR §5.31.
(B) Refusing to pay liquidated damages (overtime violations). 29 CFR §5.8.

(C) Repeated failure to pay full prevailing wage, including fringe benefits, for all hours worked. 29
CFR §5.31.



(3) The following violations of the Uniform Relocation Act and requirements of §104(d):

(A) Repeated failure to provide the General Information Notice to tenants prior to application. 49
CFR §24.203, 24 CFR §92.353, 24 CFR §93.352 and HUD Handbook 1378.

(B) Repeated failure to provide all required information in the General Information Notice. 49 CFR
§24.203, 24 CFR §570.606, 24 CFR §92.353, 24 CFR §93.352-and, or HUD Handbook 1378.

(C) Repeated failure to provide the Notice of Eligibility and/or Notice of Non-displacement on or
before the Initiation of Negotiations date. 49 CFR §24.203, 24 CFR §92.353, 24 CFR §93.352, andor
24 CFR §570.606.

(D) Repeated failure to provide all required information in the Notice of Eligibility and/or Notice of
Non-displacement. 49 CFR §24.203, 24 CFR §92.353, 24 CFR §93.352, andor 24 CFR §570.606.

(E) Repeated failure to provide 90 Day Notices to all "displaced" tenants and/or repeated failure to
provide 30 Day Notices to all "non-displaced" tenants. 49 CFR §24.203, 24 CFR §92.353, 24 CFR
§93.352, andor 24 CFR §570.606.

(F) Repeated failure to perform and document "decent, safe and sanitary" inspections of
replacement housing. 49 CFR §24.203, 24 CFR §92.353, 24 CFR §93.352, andor 24 CFR §570.606.

(G) Refusing to properly provide Uniform Relocation Act or §104(d) assistance. 49 CFR §24.203, 24
CFR §92.353, 24 CFR §570.606 and §104(d) of the Housing & Community Development Act of 1974 -
24 CFR Part 42.

(4) Refusing to reimburse excess cash on hand;
(5) Using Department funds to demolish a homeowner's dwelling and then refusing to rebuild;

(6) Drawing down Department funds for an eligible use and then refusing to pay a properly submitted
request for payment to a subgrantee or vendor with the drawn down funds.

(g) The referring division shall provide the Responsible Party with written notice of the referral to the
Committee, setting forth the facts and circumstances that justify the referral for Debarment
consideration.

(h) The Secretary shall then offer the Responsible Party the opportunity to attend an Informal
Conference with the Committee to discuss resolution of the. In the event that the Debarment referral
was the result of a violated agreed order or a determination that 50% or more of the Actively
Monitored Developments in their portfolio have been referred to the Enforcement Committee, the
above written notice of the referral to the Committee and the informal conference notice shall be
combined into a single notice issued by the Secretary.

(i) A Debarment Informal Conference may result in the following, which shall be reported to the
Executive Director:



(1) A determination that the Department did not have sufficient information and/or that the
Responsible Party does not meet any of the criteria for Debarment;

(2) An agreed Debarment, with a proposed agreed order to be prepared and presented to the Board
for approval;

(3) Arecommendation by the Committee to the Executive Director for Debarment;
(4) A request for further information, to be considered during a future meeting; or,

(5) If Debarment is not mandatory, an agreement to dismiss the matter with no further action, an
agreement to dismiss the matter with corrective action being taken, or any other action as the
Committee deems appropriate, which will then be reported to the Executive Director.

(j) The Committee's recommendation to the Executive Director regarding Debarment shall include a
recommended period of Debarment. Recommended periods of Debarment will be based on material
factors such as repeated occurrences, seriousness of underlying issues, presence or absence of
corrective action taken or planned, including corrective action to install new responsible persons and
ensure they are qualified and properly trained. Recommended periods of Debarment if based upon
HUD Debarment, shall be for the period of the remaining HUD Debarment; or, if based upon criminal
conviction, shall be up to ten (10) years or until fulfillment of all conditions of incarceration and/or
probation, whichever is greater.

(k) The Executive Director shall accept, reject, or modify the Debarment recommendation by the
Committee and shall provide written notice to the Responsible Party of the determination, and an
explanation of the determination if different than the Committee's recommendation, including the
period of Debarment, if any. The Responsible Party may appeal the Debarment determination in
writing to the Board as described in §1.7 of this title (relating to Appeals Process).

(I) The Debarment recommendation will be brought to the next Board meeting for which the matter
can be properly posted. The Board reserves discretion to impose longer or shorter Debarment
periods than those recommended by staff based on its finding that such longer or shorter periods
are appropriate when considering all factors and/or for the purposes of equity or other good cause.
An action on a proposed Debarment of an Eligible Entity under the CSBG Act will not become final
until and unless proceedings to terminate Eligible Entity status have occurred, resulting in such
termination and all rights of appeal or review have run or Eligible Entity status has been voluntarily
relinquished.

(m) Until the Responsible Party's Debarment referral is fully resolved, the Responsible Party may not
participate in new Department financing and assistance opportunities.

(n) Any person who has been debarred is prohibited from participation as set forth in the final order
of Debarment for the term of their Debarment. Unless specifically stated in the order of Debarment,
Debarment does not relieve a Responsible Party from its current obligations, or prohibit it from
continuing its participation in any existing engagements funded through the Department, nor limit
its responsibilities and duties thereunder. The Board will not consider modifying the terms of the



Debarment after the issuance of a final order of Debarment.

(o) If an Eligible Entity under the CSBG Act meets any of the criteria for Debarment in this rule, the
Department may recommend the Eligible Entity for Debarment. However, that referral or
recommendation shall not proceed until the termination of the Eligible Entity's status under the
CSBG Act has concluded, and no right of appeal or review remains.

(p) All correspondence under this rule shall be delivered electronically.
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Presentation, discussion, and possible action on an order proposing amendments to 10 TAC
Chapter Chapter 8, Project Rental Assistance Program Rule, §8.4, Qualification Requirements
for Existing Developments, and directing its publication for public comment in the Texas
Register

RECOMMENDED ACTION

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

WHEREAS, the current rule relating to the Section 811 Project Rental Assistance (811 PRA)
Program, is in need of revisions to ensure that reference to the new inspection protocol of
National Standards for Physical Inspections of Real Estate (NSPIRE) is included and that an
applicable eligibility scoring cut-off is provided for; and

WHEREAS, such proposed amendments will be published in the Texas Register for public
comment from December 22, 2023, to January 22, 2024, and subsequently returned to the
Board for final adoption;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them are hereby
authorized, empowered, and directed, for and on behalf of the Department, to cause the
proposed action, together with the preambles in the form presented to this meeting, to be
published in the Texas Register for public comment and, in connections, as they may deem
necessary to effectuate the forgoing, including the preparation and requested revisions to the
subchapter specific preambles.

BACKGROUND

Tex. Gov't Code §2306.053 provides for the Department to administer federal housing,
community affairs, and community development programs, including the low-income housing
tax credit program. As it relates to Department programs, Chapter 8 governs the Section 811
PRA Program.

The National Standards for the Physical Inspection of Real Estate (NSPIRE) is the new Housing
and Urban Development (HUD) physical inspection standard protocol designed to reduce health
and safety hazards in a home. NSPIRE was recently integrated into the Department’s
Compliance rules and replaces the Uniform Physical Condition Standards (UPCS) previously
used by the Department. References to UPCS will be retained for a period, however NSPIRE is
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being added to be sure that all types of inspections would be covered.

The amendment to the rule also adds what the score cut-off must be if the most recent
inspection was performed with NSPIRE. While the Department does not have any data yet by
which to set the score, anecdotally we are hearing that properties are scoring lower than UPCS
scores. This may be because the NSPIRE protocol is very unit focused and heavily weighted on
unit deficiencies. There are over 100 life threatening deficiencies compared to the significantly
fewer under UPCS. Therefore, staff is recommending in the draft that the threshold score for
NSPIRE for 811 be a score of 75. This will assure that only good properties are participating,
but will give a little more flexibility on the score.

Behind the proposed preamble for the proposed rule action is the rule shown in its blackline
form reflecting changes to the rule.

Upon Board approval, the proposed section of the rule will be posted to the Department’s
website and published in the Texas Register. Public comment will be accepted from December
22, 2023, through January 22, 2024. After consideration for public comment, the amendment
will be brought before the Board for final approval and subsequently published in the Texas
Register for adoption.
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Attachment A: Preamble, including required analysis, for proposed amendments to 10 TAC Chapter
Chapter 8, Project Rental Assistance Program Rule, §8.4, Qualification Requirements for Existing
Developments

The Texas Department of Housing and Community Affairs (the Department) proposes amending 10
TAC Chapter 8, Project Rental Assistance Program Rule, §8.4, Qualification Requirements for Existing
Developments. The amendments will add reference to a new inspection protocol, NSPIRE, and specify
what the minimum NSPIRE score must be to qualify for the 811 PRA Program as an existing
development.

FISCAL NOTE. Mr. Bobby Wilkinson, Executive Director, has determined that, for each year of the first
five years the amendment to the rule is in effect, enforcing or administering the amendment does not
have any foreseeable implications related to costs or revenues of the state or local governments.

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

1. Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the proposed
rule action would be in effect, the proposed actions do not create or eliminate a government program,
but relate to changes to an existing activity, existing properties qualifying for the 811 PRA Program.

2. The proposed amendment to the rule will not require a change in the number of employees of the
Department;

3. The proposed amendment to the rule will not require additional future legislative appropriations;

4. The proposed amendment to the rule will result in neither an increase nor a decrease in fees paid
to the Department;

5. The proposed amendment to the rule will not create a new regulation, but merely revises a
regulation to reference a new inspection protocol;

6. The proposed amendment to the rule will not repeal an existing regulation;

7.The proposed amendment to the rule will not increase or decrease the number of individuals subject
to the rule’s applicability; and

8. The proposed amendment to the rule will neither positively nor negatively affect this state’s
economy.

PUBLIC BENEFIT/COST NOTE. Mr. Wilkinson also has determined that, for each year of the first five
years the amendment to the rule is in effect, the public benefit anticipated as a result of the action
will be the clarification of what inspection method may be used and what the cut-off score would be
for the NSPIRE inspection. There will not be any economic cost to any individual required to comply
with the amendment.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES. The Department has
determined that there will be no economic effect on small or micro-businesses or rural communities.

REQUEST FOR PUBLIC COMMENT. All comments or questions in response to this action may be submitted in
writing from December 22, 2023, through January 22, 2024. Written comments may be submitted to the Texas
Department of Housing and Community Affairs, Attn: Brooke Boston, P.O. Box 13941, Austin, Texas 78711-



3941, or by email to brooke.boston@tdhca.state.tx.us. ALLCOMMENTS MUST BE RECEIVED BY 5:00 pm Austin
local (Central) time, January 22, 2024.

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

§8.4, Qualification Requirements for Existing Developments

Eligible Existing Developments must meet all of the requirements in §8.3 of this chapter (relating to
Participation as a Proposed Development). In addition, the Existing Development must meet the
following requirements:

(1) The Development received an award (tax credit, direct loan, etc.) under a Department
administered program in or after 2002, or has been otherwise approved by the Department in writing;

(2) The Development has at least 5 housing units;

(3) For Developments that were placed in service on or before January 1, 20202847, the most current
vacancy report as reflected in CMTS evidences that the Development maintained at least 85% physical
occupancy for a period of at least 3 consecutive months;

(4) For Developments that have received a UPCS inspection, the Development received a UPCS score
of at least 80 on its most recent Department REAC inspection and all compliance issues associated
with that inspection have been resolved; or for Developments whose most recent Department
inspection is an NSPIRE inspection, the Development must have received a NSPIRE score of at least 75
and all compliance issues associated with that inspection must have been resolved;

(5) The Development is operating in accordance with the accessibility requirements of Section 504,
the Rehabilitation Act of 1973 (29 U.S.C. Section 794), as specified under 24 C.F.R. Part 8, Subpart C,
or operating under the 2010 ADA standards with the exceptions listed in "Nondiscrimination on the
Basis of Disability in Federally Assisted Programs and Activities" Federal Register 79 FR 29671; and

(6) The Development is not Transitional Housing as defined in the—2018 Uniferm—Multifamily
RulesChapter 11 of this title.




Texas Department of Housing and Community Affairs

Governing Board

Board Action Request

File #: 457 Agenda Date: 12/7/2023 Agenda #: 7.

Presentation, discussion, and possible action on order proposing the repeal of 10 TAC
Chapter 23, Single Family HOME Program, and orders proposing new 10 TAC Chapter 23,
Single Family HOME Program Rules, and directing their publication for public comment in
the Texas Register

RECOMMENDED ACTION

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

WHEREAS, the Department is proposing to repeal all sections of 10 TAC Chapter 23, Single Family
HOME Program and proposing all new 10 TAC Chapter 23, Single Family HOME Program, to maintain
compliance with federal and state requirements, conform with the federal HOME Program regulations
at 24 CFR Part 92, as amended, and provide for consistency with other provisions of the rule; and

WHEREAS, upon Board approval, the proposed new rule will be submitted to the Texas Register to be
published for public comment, which will be accepted December 22, 2023 to January 22, 2024;

NOW, therefore, it is hereby

RESOLVED, that the proposed repeal of 10 TAC Chapter 23, Single Family HOME Program, and new 10
TAC Chapter 23 regarding the Single Family HOME Program are approved for publication in the Texas
Register for public comment; and

FURTHER RESOLVED, that the Executive Director and his designees be and each them hereby are
authorized, empowered, and directed, for and on behalf of the Department to cause the proposed
repeal of 10 TAC Chapter 23, Single Family HOME Program, and new 10 TAC Chapter 23, Single Family
HOME Program in the form presented to this meeting to be published in the Texas Register for public
comment and, in connection therewith, make such non-substantive technical corrections as they may
deem necessary to effectuate the foregoing.

BACKGROUND

The Single Family HOME Program rules at 10 TAC Chapter 23 provide the administrative framework for all Single
Family HOME Program activities, including Homeowner Reconstruction Assistance (HRA), Contract for Deed
(CFD), Single Family Development (SFD), Tenant-Based Rental Assistance (TBRA), and Homebuyer Assistance with
New Construction (HANC).

The purpose of repealing 10 TAC Chapter 23, Single Family HOME Program rule and proposing a new 10 TAC
Chapter 23 is to update and implement procedures for implementation of the HOME Program. Changes were
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made to most subchapters; therefore, the Department is repealing and proposing a new Chapter instead of
amending the existing Chapter. Staff has summarized the significant changes proposed to be made to the Single
Family HOME Rule at 10 TAC Chapter 23 below. A black line version with all changes will be available on the
Department’s website during the public comment period.

The Department held a roundtable discussion on November 10, 2023, regarding the Single Family HOME
Program. The roundtable discussion included changes to the Single Family HOME Program approved in the
consolidated plan and the proposed changes to HOME Single Family rule. Comments and suggestions received
from the roundtable discussions were taken into consideration during the preparation of the proposed HOME
Rule as presented at this meeting.

Summary of Significant Changes:

Administrative deficiency resolution deadline for Administrator Applications increased from seven days
to 14 days.

Property inspection photos for construction Activities must include clear photos of the entire property,
including other structures.

Deadline for submission of project completion report may be amended to exceed 60 days.

Administrative Funds increased for each HOME Program Activity eligible for these funds. The new
limitations proposed are five percent for HRA, eight percent for CFD and HANC, and ten percent for
TBRA.

If a TBRA applicant is a local government, Service Area may be limited to the applicant's jurisdiction
instead of an entire county.

Increases the number of ways that a TBRA assisted household may be eligible for extended assistance.

Administrators may obtain the Department's consent to issue a Certificate of Eligibility prior to
reserving funds for a TBRA applicant.

Monthly subsidy requests for TBRA are allowed starting on the 10" day of the month prior to the
subsidized month.
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Attachment A: Preamble, including required analysis, for proposed repeal of 10 TAC Chapter
23, Single Family HOME Program Rule

The Texas Department of Housing and Community Affairs (the Department) proposes the repeal
of 10 TAC Chapter 23, Single Family HOME Program Rule. The purpose of the proposed repeal is
to eliminate an outdated rule while adopting a new updated rule under separate action.

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

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

1. Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the
proposed repeal would be in effect, the proposed repeal does not create or eliminate a
government program, but relates to the repeal, and simultaneous readoption making changes to
an existing activity, administration of the HOME Program.

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

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

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

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

6. The proposed action will repeal an existing regulation, but is associated with a simultaneous
readoption making changes to an existing activity, the administration of the Single Family HOME
Program.

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

8. The proposed repeal will not negatively affect this state’s economy.

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

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



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

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

The Department has evaluated the proposed repeal as to its possible effects on local economies
and has determined that for the first five years the proposed repeal would be in effect there
would be no economic effect on local employment; therefore, no local employment impact
statement is required to be prepared 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 proposed repeal is in effect, the
public benefit anticipated as a result of the repealed chapter 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 has also
determined that for each year of the first five years the proposed repeal is in effect, enforcing or
administering the repeal does not have any foreseeable implications related to costs or revenues
of the state or local governments.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held December 22, 2023,
to January 22, 2024, to receive input on the proposed repealed chapter. Written comments may
be submitted to the Texas Department of Housing and Community Affairs, Attn: Abigail Versyp,
Rule Comments, P.O. Box 13941, Austin, Texas 78711-3941 or email HOME@tdhca.state.tx.us.
ALL COMMENTS MUST BE RECEIVED BY 5:00 p.m., Central time, January 22, 2024.

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

SUBCHAPTER A, GENERAL GUIDANCE
§23.1 Applicability and Purpose
§23.2 Definitions

SUBCHAPTER B, AVAILABILITY OF FUNDS, APPLICATION REQUIREMENTS, REVIEW AND AWARD
PROCEDURES, GENERAL ADMINISTRATIVE REQUIREMENTS, AND RESALE AND RECAPTURE OF
FUNDS

§23.20 Availability of Funds and Regional Allocation Formula

§23.21 Application Forms and Materials and Deadlines

§23.22 Contract Award Application Review Process for Open and Competitive Application Cycles



§23.23 Reservation System Participant Review Process
§23.24 Administrative Deficiency Process

§23.25 General Threshold and Selection Criteria

§23.26 Contract Benchmarks and Limitations

§23.27 Reservation System Participant (RSP) Agreement
§23.28 General Administrative Requirements

§23.29 Resale and Recapture Provisions

SUBCHAPTER C HOMEOWNER REHABILITATION ASSISTANCE PROGRAM

§23.30 Homeowner Rehabilitation Assistance (HRA) Threshold and Selection Criteria
§23.31 Homeowner Rehabilitation Assistance (HRA) General Requirements

§23.32 Homeowner Rehabilitation Assistance (HRA) Administrative Requirements

SUBCHAPTER D, HOMEBUYER ASSISTANCE PROGRAM

§23.40 Homebuyer Assistance (HBA) Threshold and Selection Criteria
§23.41 Homebuyer Assistance (HBA) General Requirements

§23.42 Homebuyer Assistance (HBA) Administrative Requirements

SUBCHAPTER E, CONTRACT FOR DEED PROGRAM

§23.50 Contract for Deed (CFD) Threshold and Selection Criteria
§23.51 Contract for Deed (CFD) General Requirements

§23.52 Contract for Deed (CFD) Administrative Requirements

SUBCHAPTER F, TENANT-BASED RENTAL ASSISTANCE PROGRAM

§23.60 Tenant-Based Rental Assistance (TBRA) Threshold and Selection Criteria
§23.61 Tenant-Based Rental Assistance (TBRA) General Requirements

§23.62 Tenant-Based Rental Assistance (TBRA) Administrative Requirements

SUBCHAPTER G, SINGLE FAMILY DEVELOPMENT PROGRAM

§23.70 Single Family Development (SFD) Threshold and Selection Criteria
§23.71 Single Family Development (SFD) General Requirements

§23.72 Single Family Development (SFD) Administrative Requirements

SUBCHAPTER H, HOMEBUYER ASSISTANCE WITH NEW CONSTRUCTION (HANC) OR
REHABILITATION

§23.80 Homebuyer Assistance with New Construction (HANC) or Rehabilitation Threshold and
Selection Criteria

§23.81 Homebuyer with New Construction or Rehabilitation (HANC) General Requirements
§23.82 Homebuyer with New Construction (HANC) Administrative Requirements



Attachment B: Preamble for proposed new 10 TAC Chapter 23 Single Family HOME Program
Rule

The Texas Department of Housing and Community Affairs (the Department) proposes new 10
TAC Chapter 23, Single Family HOME Program Rule. The purpose of the proposed new chapter is
to update the rule to implement a more germane rule and better align administration to state
and federal requirements.

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

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

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

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

1. The proposed new rule does not create or eliminate a government program, but relates to the
readoption of this rule which makes changes to administration of the Department’s Single Family
HOME Program activities, including Homeowner Reconstruction Assistance, Contract for Deed,
Tenant-Based Rental Assistance, Single Family Development, and Homebuyer Assistance with
New Construction.

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

3. The proposed new rule does not require additional future legislative appropriations.

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

5. The proposed new rule is not creating a new regulation, except that it is replacing a rule being
repealed simultaneously to provide for revisions.

6. The proposed new rule will not expand or repeal an existing regulation, but is associated with
a simultaneous readoption making changes to an existing activity, the administration of the
Department’s Single Family HOME Program.



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

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

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES
AND REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002. The Department, in
drafting this proposed new rule, has attempted to reduce any adverse economic effect on small
or micro-business or rural communities while remaining consistent with the statutory
requirements of Tex. Gov't Code, §2306.111.

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

2. There are approximately 60 rural communities currently participating in construction activities
under the Single Family HOME Program that are subject to the proposed new rule for which the
no economic impact of the rule is projected during the first year the rule is in effect.

3. The Department has determined that because the proposed new rule serves to clarify and
update existing requirements and does not establish new requirements for which there would
be an associated cost, there will be no economic effect on small or micro-businesses or rural
communities

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

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

The Department has evaluated the proposed new rule as to its possible effects on local
economies and has determined that for the first five years the rule will be in effect the proposed
new rule has no economic effect on local employment because the rule serves to clarify and
update existing requirements and does not establish new requirements or activities that may
positively or negatively impact local economies.

Tex. Gov't Code §2001.022(a) states that this “impact statement must describe in detail the
probable effect of the rule on employment in each geographic region affected by this rule...”
Considering that participation in the Single Family HOME Program is at the discretion of the local
government or other eligible subrecipients, there are no “probable” effects of the proposed new
rule on particular geographic regions.



e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Bobby
Wilkinson, Executive Director, has determined that, for each year of the first five years the
proposed new rule is in effect, the public benefit anticipated as a result of the rule will be an
updated and more germane rule. There will not be any economic cost to any individuals required
to comply with the new section because the HOME Program provides reimbursement to those
entities whom are subject to the rule for the cost of compliance with the rule.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson has also
determined that for each year of the first five years the proposed new rule is in effect, enforcing
or administering the rule does not have any foreseeable implications related to costs or revenues
of the state or local governments because the Single Family HOME Program is a federally funded
program, and no increase in the requirement to match federal funds is proposed in the rule.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held December 22, 2023,
to January 22, 2024, to receive input on the new proposed section. Written comments may be
submitted to the Texas Department of Housing and Community Affairs, Attn: Abigail Versyp, Rule
Comments, P.O. Box 13941, Austin, Texas 8711-3941, by fax to (512) 475-0220, or email
abigail.versyp@tdhca.state.tx.us. ALLCOMMENTS MUST BE RECEIVED BY 5:00 p.m., Central time,
January 22, 2024.

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

CHAPTER 23  SINGLE FAMILY HOME PROGRAM
SUBCHAPTER A GENERAL GUIDANCE
§23.1 Applicability and Purpose

(a) Applicability. This Chapter governs the use and administration of all HOME single family Activities
funds provided to the Texas Department of Housing and Community Affairs (the "Department") by the
U.S. Department of Housing and Urban Development (HUD) pursuant to Title Il of the Cranston-Gonzalez
National Affordable Housing Act of 1990 as amended (42 U.S.C. §§12701 - 12839) and HUD regulations
at 24 CFR Part 92, as amended. Chapter 20 of this Title relating to Single Family Programs Umbrella Rule
and Chapters 1 and 2 of this Title will apply to all single family activities, including Single Family
Development. Unless otherwise noted herein or required by law, all provisions of this Chapter apply to
any Application for a Contract award, or any Reservation submitted or received on or after the date of
adoption of this Chapter. Existing Agreements executed within the preceding 12 months from the date
of adoption of this Chapter or current pending Applications may be amended in writing at the request of



the Administrator or Applicant, and with Department approval, so that all provisions of this Chapter
apply to the Agreement or Application. Amendments proposing only partial adoption of this Chapter are
prohibited. No amendment adopting this Chapter shall be granted if, in the discretion of the
Department, any of the provisions of this Chapter conflict with the Notice of Funding Availability (NOFA)
under which the existing Agreement was awarded or Application was submitted. The Governing Board
may waive rules subject to this Chapter for good cause to meet the purpose of the HOME Program as
described further in subsection (b) of this section, provided the waiver does not conflict with the federal
regulations governing the use of these funds, or impact federally imposed obligation or expenditure
deadlines governing the HOME Program.

(b) Purpose. The State's HOME Program is designed to:
(1) focus on the areas with the greatest housing need described in the State Consolidated Plan;

(2) provide funds for home ownership and rental housing through acquisition, Reconstruction, New
Construction, and Tenant-Based Rental Assistance;

(3) promote partnerships among all levels of government and the private sector, including nonprofit and
for-profit organizations; and

(4) provide low, very low, and extremely low-income families with affordable, decent, safe, and sanitary
housing.

§23.2 Definitions

These words when used in this Chapter shall have the following meanings, unless the context clearly
indicates otherwise. Additional definitions may be found in Tex. Gov't Code Chapter 2306 or Chapter 20
of this Title relating to Single Family Programs Umbrella Rule.

(1) Area Median Family Income--The income limits published annually by the U.S. Department of
Housing and Urban Development (HUD) for the Housing Choice Voucher Program that is used by the
Department to determine the eligibility of Applicants for the HOME Program, also referred to as AMFI.

(2) CFR--Code of Federal Regulations.

(3) Commitment of Funds--Occurs when the funds are awarded to an Administrator for a specific
Activity approved by the Department and set up in the Integrated Disbursement and Information
System (IDIS) established by HUD.

(4) Construction Completion Date--The Construction Completion Date shall be the date of completion of
all improvements as stated on the affidavit of completion, provided that the affidavit is filed within ten
days of the stated date of completion or the date of filing as outlined in Tex Prop. Code §53.106.

(5) Date of Assistance--The date that assistance is provided to the Household. For Tenant-Based Rental
Assistance, this is the start date of the rental subsidy. For Homeowner Reconstruction Assistance and
Contract for Deed, this is the date of the loan closing or date of execution of grant agreement. For Single
Family Development and Homebuyer Assistance with New Construction, this is the date that the
Household executes the purchase agreement.



(6) Development Site--The area, or if scattered site, areas on which the development is proposed to be
located.

(7) Direct Activity Costs--The total costs of hard construction costs, demolition costs, aerobic septic
systems, refinancing costs (as applicable), acquisition and closing costs for acquisition of real property,
and rental and utility subsidy and deposits.

(8) HOME Final Rule--The regulations with amendments promulgated at 24 CFR, Part 92 as published by
HUD for the HOME Investment Partnerships Program at 42 U.S.C. §§12701 - 12839.

(9) Homeownership--Ownership in fee simple title in a one to four unit dwelling or in a condominium
unit, or equivalent form of ownership approved by the Department. Homeownership is not right to
possession under a contract for deed, installment contract, or land contract that has not converted into
a deed for title ownership.

(10) Identity of Interest--An acquisition will be considered to be an Identity of Interest transaction when
the purchaser has any financial interest whatsoever in the seller or lender or is subject to common
control, or any family relationship by virtue of blood, marriage, or adoption exists between the
purchaser and the seller or lender.

(11) Match--Funds contributed to an Activity that meet the requirements of 24 CFR §§92.218 - 92.220.
Match contributed to an Activity does not include mortgage revenue bonds, non HOME-assisted
projects, and cannot include any other sources of Department funding unless otherwise approved in
writing by the Department.

(12) New Construction--Construction of a new Single Family Housing Unit which involves:

(A) Construction on a lot that was not the site of a Single Family Housing Unit on the date HOME
assistance was requested;

(B) Construction of a new Single Family Housing Unit following acquisition; or
(C) Construction of a site-built Single Family Housing Unit that replaces a manufactured housing unit.

(13) Person--Any individual, partnership, corporation, association, unit of government, community
action agency, or public or private organization of any character.

(14) Persons with Special Needs--Individuals or categories of individuals determined by the Department
to have unmet housing needs as provided in the Consolidated Plan and the State's One Year Action Plan.

(15) Predevelopment Costs--Costs consistent with 24 CFR §92.212 related to a specific eligible Activity
including:

(A) Predevelopment housing project costs that the Department determines to be customary and
reasonable, including but not limited to consulting fees, costs of preliminary financial applications, legal
fees, architectural fees, engineering fees, engagement of a development team, and site control;

(B) Pre-construction housing project costs that the Department determines to be customary and
reasonable, including but not limited to, the costs of obtaining firm construction loan commitments,
architectural plans and specifications, zoning approvals, engineering studies and legal fees; and



(C) Predevelopment costs do not include general operational or administrative costs.

(16) Principal--A Person, or Persons, that will exercise Control over a partnership, corporation, limited
liability company, trust, or any other private entity. In the case of:

(A) Partnerships: Principals include all General Partners, special limited partners, and Principals with
ownership interest;

(B) Corporations: Principals include any officer authorized by the board of directors to act on behalf of
the corporation, including the president, vice president, secretary, treasurer, and all other executive
officers, and each stock holder having a ten percent or more interest in the corporation; and

(C) Limited liability companies: Principals include all managing members, members having a ten percent
or more interest in the limited liability company or any officer authorized to act on behalf of the limited
liability company.

(17) Reconstruction--Has the same meaning as the defined term in 24 CFR §92.2.

(18) Reservation System Participant (RSP)--Administrator who has executed a written Agreement with
the Department that allows for participation in the Reservation System.

(19) Service Area--The city(ies), county(ies) and/or place(s) identified in the Application and/or
Agreement that the Administrator will serve.

(20) Third Party--A Person who is not:

(A) An Applicant, Administrator, Borrower, General Partner, Developer, Development Owner, or General
Contractor; or

(B) An Affiliate, Affiliated Party to the Applicant, Administrator, Borrower, General Partner, Developer,
Development Owner, or General Contractor; or

(C) A Person receiving any portion of the administration, contractor fee, or developer fee.



SUBCHAPTER B AVAILABILITY OF FUNDS, APPLICATION REQUIREMENTS, REVIEW AND AWARD
PROCEDURES, GENERAL ADMINISTRATIVE REQUIREMENTS, AND RESALE AND RECAPTURE OF FUNDS

§23.20 Availability of Funds and Regional Allocation Formula

Funds made available through an open Application cycle and subject to regional allocation formula shall
be made available to each region and subregion for a time period to be specified in the applicable NOFA,
after which the funds remaining shall collapse and be made available statewide.

§23.21 Application Forms and Materials and Deadlines

(a) The Department will produce an Application to satisfy the Department's requirements to be qualified
to administer HOME activities. The Application will be available on the Department's website.

(b) The Department must receive all Applications by the deadline specified in the NOFA.
§23.22 Contract Award Application Review Process for Open Application Cycles

An Application received by the Department in response to an open Application cycle NOFA will be
assigned a "Received Date." An Application will be prioritized for review based on its "Received Date."
Application acceptance dates may be staggered under an open Application cycle to prioritize
Applications which propose to serve areas identified in Tex. Gov't Code §2306.127 as priority for certain
communities. An Application with outstanding administrative deficiencies under Section 23.24 of this
Chapter, may be suspended from further review until all administrative deficiencies have been cured or
addressed to the Department's satisfaction. Applications that have completed the review process may
be presented to the Board for approval with priority over Applications that continue to have
administrative deficiencies at the time Board materials are prepared, regardless of "Received Date." If all
funds available under a NOFA are awarded, all remaining Applicants will be notified and the remaining
Applications will not be processed.

§23.23 Reservation System Participant Review Process

An Application for a Reservation System Participant (RSP) Agreement shall be reviewed and if approved
under Chapter 1, Subchapter C of this Title, as amended or superseded, concerning Previous
Participation and the Executive Award and Review Advisory Committee, and not denied under Section
23.24 of this Chapter, will be drafted and processed in the order in which it was accepted to be executed
and made effective.

§23.24 Administrative Deficiency Process

(a) The administrative deficiency process allows staff to request that an Applicant provide clarification,
correction, or non-material missing information to resolve inconsistencies in the original Application or
to assist staff in evaluating the Application. Staff will request such information via a deficiency notice.
Staff will send the deficiency notice via an email or if an email address is not provided in the Application,
by facsimile to the Applicant. Responses must be submitted electronically to the Department. A review
of the Applicant's response may reveal that issues initially identified as an administrative deficiency are
actually determined to be beyond the scope of an administrative deficiency process, meaning that they
are in fact matters of a material nature not susceptible to being resolved. Department staff may, in good
faith, provide an Applicant confirmation that an administrative deficiency response has been received or



that such response is satisfactory. Communication from staff that the response was satisfactory does
not establish any entitlement to points, eligibility status, or to any presumption of having fulfilled any
requirements. Final determination regarding the sufficiency of documentation submitted to cure an
administrative deficiency as well as the distinction between material and non-material missing
information are reserved for the Executive Director or authorized designee, and Board, as applicable.

(b) An Applicant may not change or supplement any part of an Application in any manner after
submission to the Department, and may not add any set-asides, except in response to a direct request
from the Department to remedy an administrative deficiency or by amendment of an Application after
the Board approval of a HOME award. An administrative deficiency may not be cured if it would, in the
Department's determination, substantially change an Application, or if the Applicant provides any new
unrequested information to cure the deficiency.

(c) The time period for responding to a deficiency notice commences on the first day following the
deficiency notice date. If an administrative deficiency is not resolved to the satisfaction of the
Department by 5:00 p.m., central time, on the seventhl14th day following the date of the deficiency
notice, the application may be terminated. The Department may accept a corrected Board Resolution
submitted after the deficiency deadline on the condition that the corrected Board Resolution resolves
the deficiencies to the satisfaction of the Department, but the Board Resolution must be received and
deemed satisfactory by the Department before the RSP Agreement or Contract start date. Applicants
that have been terminated may reapply.

§23.25 General Threshold Criteria

(a) General Threshold. All Applicants and Applications to administer a HOME Program award from the
Department must submit or comply with the following:

(1) An Applicant certification of compliance with state rules promulgated by the Department, and
federal laws, rules and guidance governing the HOME Program as provided in the Application.

(2) A Resolution from the Applicant's direct governing body which includes:

(A) Authorization of the submission of the Application specifying the NOFA under which funds are
requested for Contract award Applications;

(B) Commitment and amount of cash reserves, if applicable, for use during the Contract or RSP
Agreement term;

(C) Source of funds for Match obligation and Match deHarameuntamount to be contributed as a
percentage of Direct Activity Costs, if applicable;

(D) Name-and-titleTitle of the person authorized to represent the organization and who also has
signature authority to execute a Contract and grant agreement or loan documents, as applicable, unless
otherwise stated; and

(E) Date that the resolution was passed by the governing body, which must be within six months
preceding Application submission for Reservation System Participation Agreement Applications, and no
earlier than the date of the Department's Governing Board approval of the NOFA for Contract award
Applications.



(3) An Applicant must be registered in the System for Award Management (SAM) and have a current

Data-Universal-Numbering-System{BUNSUnique Entity Identification (UEID) number.

(4) An Application must be substantially complete when received by the Department. An Application will
be terminated if an entire tab of the Application is missing; has excessive omissions of documentation
from the threshold or selection criteria or uniform Application documentation; or is so unclear,
disjointed, or incomplete that a thorough review cannot reasonably be performed by the Department,
as determined by the Department. Such Application will be terminated without being processed as an
administrative deficiency. To the extent that a review was able to be performed, specific reasons for the
Department's termination will be included in the notification sent to the Applicant but, because of the
suspended review, may not include an all inclusive list of deficiencies in the Application.

§23.26 Contract Benchmarks and Limitations

(a) Contract Award Funding Limits. Limits on the total amount of a Contract award will be established in
the NOFA.

(b) Contract Award Terms. Homeowner Reconstruction Assistance awards will have a Contract term of
not more than 21 months, exclusive of any applicable affordability period or loan term. Single Family
Development awards will have a Contract term of not more than 24 months, exclusive of any applicable
affordability period or loan term. Tenant-Based Rental Assistance awards will have a Contract term of
not more than 36 months.

(c) Contract Award Benchmarks. Administrators must have attained environmental clearance for the
contractually required number of Households served within six months of the effective date of the
Contract. Contract Administrators must submit to the Department complete Activity setup information
for the Commitment of Funds of all contractually required Households in accordance with the
requirements herein within nine months from the effective date of the Contract. All remaining funds will
be deobligated and reallocated in accordance with Chapter 1 of this Title relating to Reallocation of
Financial Assistance.

(d) Voluntary deobligation. The Administrator may fully deobligate funds in the form of a written
request signed by the signatory, or successor thereto, of the Contract. The Administrator may partially
deobligate funds under a Contract in the form of a written request from the signatory if the letter also
deobligates the associated number of targeted Households, funds for administrative costs, and Match
and the partial deobligation would not have impacted the award of the Contract. Voluntary deobligation
of a Contract does not limit an Administrator's ability to participate in an open application cycle.

(e) The Department may request information regarding the performance or status under a Contract
prior to a Contract benchmark or at various times during the term of a Contract. Administrator must
respond within the time limit stated in the request. Prolonged or repeated failure to respond may result
in suspension of funds and ultimately in termination of the Contract by the Department.

(f) Pre-Contract Costs.

(1) The Administrator may be reimbursed for eligible administrative and Activity soft costs incurred
before the effective date of the Contract in accordance with 24 CFR §92.212 and at the sole discretion of
the Department.



(2) A Community Housing Development Organization may be reimbursed for Predevelopment Costs as
defined in this Chapter for an Activity funded under Single Family Development.

(3) In no event will the Department reimburse expenses incurred more than six months prior to
Governing Board approval of the Administrator's award.

(g) Amendments to Contract awards will be processed in accordance with Chapter 20 of this Title,
relating to Single Family Programs Umbrella Rule.

§23.27 Reservation System Participant (RSP) Agreement

(a) Terms of Agreement. The term of an RSP Agreement will not exceed 36 months. Execution of an RSP
Agreement does not guarantee the availability of funds under a reservation system. Reservations
submitted under an RSP agreement will be subject to the provisions of this Chapter in effect as of the
date of submission by the Administrator.

(b) Limits on Number of Reservations. Except for Activities submitted under the Disaster set-aside, RSP
Administrators may have no more than five Reservations per county within the RSP's Service Area
submitted to the Department for approval at any given time, except that Tenant-Based Rental
Assistance Reservations submitted for approval under an RSP Agreement is limited to 30 at any given
time.

(c) Extremely Low-Income Households. Except for Households submitted under the Disaster set-aside,
each RSP will be required to serve at least one extremely low-income Household out of every four
Households submitted and approved for assistance. For purposes of this subsection, extremely low-
income is defined as families that are either at or below 30 percent AMFI for the county in which they
will reside or have an income that is lower than the statewide 30 percent income limit without
adjustments to HUD limits.

(d) Match. Administrators must meet the Match requirement per Activity approved for assistance.

(e) Completion of Construction. For Activities involving construction, construction must be complete
within 12 months from the Commitment of Funds for the Activity, unless amended in accordance with
paragraph (g) of this Section.

(f) Household commitment contract term. The term of a Household commitment contract may not
exceed 12 months, except that the Household commitment contract term for Tenant-Based Rental
Assistance may not exceed 24 months. Household commitment contracts may commence after the end
date of an RSP Agreement only in cases when the Administrator has submitted a Reservation on or
before the termination date of the RSP Agreement.

(g) Amendments to Household commitment contracts may be considered by the Department provided
the approval does not conflict with the federal regulations governing use of these funds, or impact
federally imposed obligation or expenditure deadlines.

(1) The Executive Director's authorized designee may approve an amendment that extends the term of a
Household commitment contract by not more than six months, except that the term of a Household
commitment contract for Tenant-Based Rental Assistance may not be extended to exceed a total
Household commitment contract term of 24 months.



(2) The Executive Director's authorized designee may approve one or more amendments to a Household
commitment contract to:

(A) extend the Construction Completion Date by not more than six months;
(B) extend the term of rental subsidy up to a total term of 24 months;

(C) extend the draw period by not more than three months after the Construction Completion Date or
termination of rental subsidy; or

(D) to increase Activity funds within the limitations set forth in this Chapter.

(3) The Executive Director may approve amendments to a Household commitment contract, except
amendments to extend the contract term of a Household Commitment contract by more than 12
months.

(h) Pre-agreement costs. The Administrator may be reimbursed for eligible administrative and Activity
soft costs incurred before the effective date of the RSP Agreement in accordance with 24 CFR §92.212
and at the sole discretion of the Department. In no event will the Department reimburse expenses
incurred more than six months prior to the effective date of the RSP Agreement.

(i) Administrator must remain in good standing with the Department, the state of Texas, and HUD. If an
Administrator is not in good standing, participation in the Reservation System will be suspended and
may result in termination of the RSP Agreement.

§23.28 General Administrative Requirements

Unless otherwise provided in this Chapter, the Administrator or Developer must comply with the
requirements described in paragraphs (1) - (21) of this section, for the administration and use of HOME
funds:

(1) Complete training, as applicable.

(2) Provide all applicable Department Housing Contract System access request information and
documentation requirements.

(3) Establish and maintain sufficient records at its regular place of business and make available for
examination by the Department, HUD, the U.S. General Accounting Office, the U.S. Comptroller, the
State Auditor's Office of Texas, the Comptroller of Public Accounts, or any of their duly authorized
representatives, throughout the applicable record retention period.

(4) For non-Single Family Development Contracts, develop and establish written procurement
procedures that comply with federal, state, and local procurement requirements including:

(A) Develop and comply with written procurement selection criteria and committees, including
appointment of a procurement officer to manage any bid process;

(B) Develop and comply with a written code of conduct governing employees, officers, or agents
engaged in administering HOME funds;



(C) Ensure consultant or any procured service provider does not participate in or direct the process of
procurement for services. A consultant cannot assist in their own procurement before or after an award
is made;

(D) Ensure that procedures established for procurement of building construction contractors do not
include requirements for the provision of general liability insurance coverage in an amount to exceed
the value of the contract and do not give preference for contractors in specific geographic locations;

(E) Ensure that building construction contractors are procured in accordance with State and Federal
regulations for single family HOME Activities;

(F) Ensure that professional service providers (consultants) are procured using an open competitive
procedure and are not procured based solely on the lowest priced bid; and

(G) Ensure that any Request for Proposals or Invitation for Bid include:

(i) an equal opportunity disclosure and a notice that bidders are subject to search for listing on the
Excluded Parties List;

(ii) bidders' protest rights and an outline of the procedures bidders must take to address procurement
related disputes;

(iii) a conflict of interest disclosure;

(iv) a clear and accurate description of the technical requirements for the material, product, or service
to be procured. The description must include complete, adequate, and realistic specifications;

(v) for sealed bid procedures, disclose the date, time and location for public opening of bids and indicate
a fixed-price contract;

(vi) must not have a term of services greater than five years; and
(vii) for competitive proposals, disclose the specific election/evaluation criteria.

(5) In instances where a potential conflict of interest exists, follow procedures to submit required
documentation to the Department sufficient to submit an exception request to HUD for any conflicts
prohibited by 24 CFR §92.356. The request submitted to the Department must include a disclosure of
the nature of the conflict, accompanied by an assurance that there has been public disclosure of the
conflict by newspaper publication, a description of how the public disclosure was made, and an
attorney's opinion that the conflict does not violate state or local law. No HOME funds will be
committed to or reserved to assist a Household impacted by the conflict of interest regulations until
HUD has granted an exception to the conflict of interest provisions.

(6) Perform environmental clearance procedures, as required, before acquiring any Property or before
performing any construction activities, including demolition, or before the occurrence of the loan
closing, if applicable.

(7) Develop and comply with written Applicant intake and selection criteria for program eligibility that
promote and comply with Fair Housing requirements and the State's One Year Action Plan.



(8) Complete Applicant intake and Applicant selection. Notify each Applicant Household in writing of
either acceptance or denial of HOME assistance within 60 days following receipt of the intake
application.

(9) Determine the income eligibility of a Household using the "Annual Income" as defined at 24 CFR
§5.609, by using the list of income included in HUD Handbook 4350.3 (or most recent version), and
excluding from income those items listed in HUD's Updated List of Federally Mandated Exclusions from
Income.

(10) Complete an updated income eligibility determination of a Household if the date of certification is
more than six months prior to the Date of Assistance.

(11) For single family Activities involving construction, perform initial inspection in accordance with
Chapter 20 of this Title (relating to Single Family Programs Umbrella Rule). Property inspections must
include photographs of the front, back, and side elevatienelevations of the housing unit and at least one
picture of each of the kitchen, family room, ene-ofthe-bedreemseach bedroom and ene-eftheeach
bathrooms. The inspection must be signed and dated by the inspector and the Administrator._The
photographs submitted with the initial inspection should evidence the deficiencies noted on the initial

inspection and must clearly show the entire property, including other buildings located on the property,

clearly.

(12) Submit a substantially complete request for the Commitment or Reservation of Funds, loan closing
preparation, and for disbursements. Administrators must upload all required information and

verification documentation in the Housing Contract System. Requests determined to be substantially
incomplete will not be reviewed and may be disapproved by the Department. Expenses for which
reimbursement is requested must be documented as incurred. If the Department identifies
administrative deficiencies during review, the Department will allow a cure period of 14 calendar days
beginning at the start of the first day following the date the Administrator or Developer is notified of the
deficiency. If any administrative deficiencies remain after the cure period, the Department, in its sole
discretion, may disapprove the request. Disapproved requests will not be considered sufficient to meet
the performance benchmark and shall not constitute a Reservation of Funds.

(13) Submit signed program documents timely as may be required for the completion of a Commitment
or Reservation of Funds, and for closing preparation of the loan or grant documents. Department
reserves the right to cancel or terminate Activities when program documents are not executed timely, in
the Department's sole and reasonable discretion.

(14) Not proceed or allow a contractor to proceed with construction, including demolition, on any
Activity or development without first completing the required environmental clearance procedures,
preconstruction conference and receiving notice to proceed, if applicable, and execution of grant
agreement or loan closing with the Department, whichever is applicable.

(15) Submit any Program Income received by the Administrator or Developer to the Department within
14 days of receipt; any fund remittance to the Department, including refunds, must include a written
explanation of the return of funds, the Contract number, name of Administrator or Developer, Activity
address and Activity number, and must be sent to the Department's accounting division.



(16) Submit required documentation for project completion reports no later than 60 days after the
completion of the Activity, unless this term is extended though amendment.

(17) For Contract awards, submit certificate of Contract Completion within 14 days of the Department's
request.

(18) Submit to the Department reports or information regarding the operations related to HOME funds
provided by the Department.

(19) Submit evidence with the final draw for construction related activities that the builder has provided
a one-year warranty specifying at a minimum that materials and equipment used by the contractor will
be new and of good quality unless otherwise required, the work will be free from defects other than
those inherent in the work as specified, and the work will conform to the requirements of the contract
documents.

(20) Provide the Household all warranty information for work performed by the builder and any
materials purchased for which a manufacturer or installer's warranty is included in the price.

(21) If required by state or federal law, place the appropriate bonding requirement in any contract or
subcontract entered into by the Administrator or Developer in connection with a HOME award may
result in termination of the RSP Agreement.

§23.29 Resale and Recapture Provisions

(a) Recapture is the primary method the Department will use to recoup HOME funds under 24 CFR
§92.254(a)(5)(ii).

(b) To ensure continued affordability, the Department has established the recapture provisions
described in paragraphs (1) - (4) of this subsection and further defined in 24 CFR §92.254(a)(5)(ii).

(1) In the event that a federal affordability period is required and the assisted property is rented, leased,
or no member of the Household has it as the Principal Residence, the entire HOME investment is subject
to recapture. The Department will include any loan payments previously made when calculating the
amount subject to recapture. Loan forgiveness is not the same thing as loan payments for purposes of
this subsection.

(2) In the event that a federal affordability period is required and the assisted property is sold, including
through a short sale, deed in lieu of foreclosure, or foreclosure, prior to the end of the affordability
period, the Department will recapture the available amount of net proceeds based on the requirements
of 24 CFR §92.254, and as outlined in the State's One Year Action Plan.

(3) The Household can sell the unit to any willing buyer at any price. In the event of sale to a qualified
low-income purchaser of a HOME-assisted unit, the qualified low-income purchaser may assume the
existing HOME loan and assume the recapture obligation entered into by the original buyer if no
additional HOME assistance is provided to the low-income purchaser. In cases in which the subsequent
homebuyer needs HOME assistance in excess of the balance of the original HOME loan, the HOME
subsidy (the direct subsidy as described in 24 CFR §92.254) to the original homebuyer must be
recaptured. A separate HOME subsidy must be provided to the new homebuyer, and a new affordability
period must be established based on that assistance to the buyer.



(4) If there are no net proceeds from the sale, no repayment will be required of the Household and the
balance of the loan shall be forgiven as outlined in the State's applicable One Year Action Plan.

(c) The Department has established the resale provisions described in paragraphs (1) - (7) of this
subsection, only in the event that the Department must impose the resale provisions of 24 CFR
§92.254(a)(i).

(1) Resale is defined as the continuation of the affordability period upon the sale or transfer, rental or
lease, refinancing, and no member of the Household is occupying the property as their Principal
Residence.

(2) In the event that a federal affordability period is required and the assisted property is rented or
leased, or no member of the Household has it as the Principal Residence, the HOME investment must be
repaid.

(3) In the event that a federal affordability period is required and the assisted property is sold or
transferred in lieu of foreclosure to a qualified low-income buyer at an affordable price, the HOME loan
balance shall be transferred to the subsequent qualified buyer and the affordability period shall remain
in force to the extent allowed by law.

(4) The resale provisions shall remain in force from the date of loan closing until the expiration of the
required affordability period.

(5) The Household is required to sell the home at an affordable price to a reasonable range of low-
income homebuyers that will occupy the home as their Principal Residence. Affordable to a reasonable
range of low-income buyers is defined as targeting Households that have income between 70 and 80
percent AMFI and meet all program requirements.

(A) The seller will be afforded a fair return on investment defined as the sum of down payment and
closing costs paid from the initial seller's cash at purchase, closing costs paid by the seller at sale, the
principal payments only made by the initial homebuyer in excess of the amount required by the loan,
and any documented capital improvements in excess of $500.

(B) Fair return on investment is paid to the seller at sale once first mortgage debt is paid and all other
conditions of the initial written agreement are met. In the event there are no funds for fair return, then
fair return does not exist. In the event there are partial funds for fair return, then the appropriate partial
fair return shall remain in force.

(6) The appreciated value is the affordable sales price less first mortgage debt less fair return.
(A) If appreciated value is zero, or less than zero, then no appreciated value exists.

(B) The initial homebuyer's investment of down payment and closing costs divided by the Department's
HOME investment equals the percentage of appreciated value that shall be paid to the initial
homebuyer or persons as otherwise directed by law. The balance of appreciated value shall be paid to
the Department.

(7) The property qualified by the initial Household will be encumbered with a lien for the full
affordability period.



(d) In the event the housing unit transfers by devise, descent, or operation of law upon the death of the
assisted homeowner, forgiveness of installment payments under the loan may continue until maturity or
the penalty amount for noncompliance under the conditional grant agreement may be waived, if the
new Household qualifies for assistance in accordance with this subchapter. If the new Household does
not qualify for assistance in accordance with this Chapter, forgiveness of installment payments will

cease and repayment of scheduled payments under the loan will commence and continue until maturity
or payment of a penalty amount under the conditional grant agreement may be required in accordance
with the terms of the conditional grant agreement.

(e) Forgiveness of installment payments under the loan may continue until maturity or the penalty
amount under conditional grant agreement may be waived by the Department if the housing unit is sold
by the decedent's estate to a purchasing Household that qualifies for assistance in accordance with this
Chapter.

(f) Grants subject to conditional grant agreements are not subject to the entire penalty amount in the
event the property is no longer the Principal Residence of any Household member.



SUBCHAPTER C HOMEOWNER RECONSTRUCTION ASSISTANCE PROGRAM
§23.30 Homeowner Reconstruction Assistance (HRA) Threshold and Selection Criteria

(a) Match requirement. Excluding Applications under the disaster relief and persons with disabilities set
asides, Match shall be required based on the tiers described in paragraphs (1) and (2) of this subsection:

(1) Zero percent of Direct Activity Costs, exclusive of Match, is required as Match:

(A) when the Service Area includes the entire unincorporated area of a county and where the population
of Administrator's Service Area is less than or equal to 20,000 persons; or

(B) when the Service Area does not include the entire unincorporated area of a county and the
population of the Administrator's Service Area is less than or equal to 3,000 persons.

(2) One percent of Direct Activity Costs, exclusive of Match, is required as Match for every 1,000 in
population to a maximum of 15 percent.

(b) The Department shall use population figures from the most recently available U.S. census bureau's
American Community Survey (ACS) as of the date of submission of the Application to determine the
applicable Match. The Department may incentivize or provide preference to Applicants committing to
provide additional Match above the requirement of this subsection. Such incentives may be established
as selection criteria in the NOFA.

(c) Documentation is required of a commitment of at least $40,000 in cash reserves to facilitate
administration of the program and to ensure the capacity to cover costs prior to reimbursement or costs
determined to be ineligible for reimbursement. The amount of the cash reserve commitment must be
included in the Applicant's resolution. To meet this requirement, Applicants must submit:

(1) financial statements indicating adequate local unrestricted cash or cash equivalents to utilize as cash
reserves and a letter from the Applicant's bank(s) or financial institution(s) indicating that current
account balances are sufficient; or

(2) evidence of an available line of credit or equivalent in an amount equal to or exceeding the
requirement in this subsection.

(d) Selection criteria for this activity will be outlined in the NOFA.

§23.31 Homeowner Reconstruction Assistance (HRA) General Requirements
(a) Program funds may be used for the following under this subchapter:

(1) Reconstruction of housing on the same site meeting the following conditions:

(A) Replacement of an owner-occupied site-built house with either a new site-built house or a new
Manufactured Housing Unit (MHU) on the same site;

(B) Replacement of an owner-occupied MHU with a new MHU on the same site;

(C) A unit that is not owner-occupied has been destroyed may be eligible for Reconstruction under
subparagraph (A) or (B) of this paragraph if:



(i) the unit was the Principal Residence of the Household as of the date of destruction where evidence of
the Household's Principal Residence is established by a homestead exemption from the local taxing
jurisdiction and Household certification in effect at the date of destruction; and

(ii) HOME funds are committed within 12 months of the date of destruction.
(2) New Construction of housing meeting the following conditions:
(A) Construction of site-built housing on the same site to replace an existing owner-occupied MHU;

(B) Replacement of existing owner-occupied housing with an MHU or construction of site-built housing
on another site contingent upon written approval of the Department; or

(C) Replacement of a housing unit determined to be uninhabitable within four years of submission of a
Reservation for funds on the same site or another site when:

(i) the unit has been rendered uninhabitable as a direct result of a natural or man-made disaster, a
condemnation order from the unit of local government, or a determination from the unit of local
government that the unit presents an imminent threat to life, health, and safety of occupants; and

(ii) the Household's Principal Residence is established by a homestead exemption from the local taxing
jurisdiction as of the date of the disaster, condemnation order, or determination of uninhabitably
though a Certification.

(b) If a housing unit has an existing mortgage loan and Department funds are provided in the form of a
loan, the Department will require a first lien position if the existing mortgage loan has an outstanding
balance that is less than the investment of HOME funds and any of the statements described in
paragraphs (1) - (3) of this subsection are true:

(1) A federal affordability period is required;

(2) Any existing mortgage has been in place for less than three years from the date the Household
applies for assistance; or

(3) The HOME loan is structured as a repayable loan.

(c) The Household must be current on any existing mortgage loans or home equity loans. If the
Department's assistance is provided in the form of a loan, the property cannot have any existing home
equity loan liens.

(d) Direct Activity Costs, exclusive of Match funds, are limited to the amounts described in this
subsection; however, not more than once per year, the Board in its sole discretion, may increase or
decrease by up to five percent of the limitation for Direct Activity Costs. Total Activity costs may not
exceed HUD Subsidy Limits. Dollar amounts in a Household commitment contract are set at the time of
contract execution and may not be adjusted through this process. Current dollar amounts under this
subsection will be reflected on the Department's website.

(1) Reconstruction and New Construction of site-built housing: the lesser of $120 per square foot of
conditioned space or $135,000 or for Households of five or more Persons the lesser of $120 per square
foot of conditioned space or $150,000 for a four-bedroom unit;



(2) Replacement with energy efficient MHU: $90,000; and

(3) Limits established in this subsection may be updated not more than annually at the discretion of the
Board.

(e) In addition to the Direct Activity Costs allowable under subsection (d) of this section, a sum not to
exceed $15,000 may be requested and if approved, used to pay for any or all of the following, as
applicable:

(1) Necessary environmental mitigation as identified during the Environmental review process;

(2) Installation of an aerobic septic system; and

(3) Homeowner requests for accessibility features.

(f) Activity soft costs eligible for reimbursement for Activities of the following types are limited to:

(1) Reconstruction or New Construction of site-built housing: no more than $12,000 per housing unit;
(2) Replacement with an MHU: no more than $3,500 per housing unit; and

(3) Third-party Activity soft costs related to costs incurred in connection with an Activity under this
section, such as required housing counseling, appraisals, title reports or insurance, tax certificates,
recording fees, surveys, and first year hazard and flood insurance are not subject to a maximum per
Activity.

(g) Funds for administrative costs are limited to no more than feurfive percent of the Direct Activity
Costs, exclusive of Match funds.

(h) For New Construction Activities, the assistance to an eligible Household shall be in the form of a loan
in the amount of the Direct Activity Costs excluding Match funds. The loan will be at zero percent
interest and include deferral of payment and annual pro rata forgiveness with a term based on the
federal affordability requirements as defined in 24 CFR §92.254,

(i) For Reconstruction Activities, the assistance to an eligible Household will be in the form of a grant
agreement with a five year affordability period.

(j) To ensure affordability, the Department will impose resale and recapture provisions established in
this Chapter.

(k) Site-built housing units must meet or exceed the 2000 International Residential Code and all
applicable local codes, standards, ordinances, and zoning requirements. In addition, Reconstruction and
New Construction housing is required to meet 24 CFR §92.251(a)(2) as applicable. MHUs must be
installed according to the manufacturer's instructions and in accordance with Federal and State laws and
regulations.

() Unless an exception is requested by the Household and approved by the Division Director prior to
submission of the Activity, each unit must meet the design and quality requirements described in
paragraphs (1) - (4) of this subsection:



(1) Include the following amenities: Wired with RG-6 COAX or better and CAT3 phone cable or better to
each bedroom and living room; Blinds or window coverings for all windows; Oven/Range; Exhaust/vent
fans (vented to the outside) in bathrooms; Energy-Star or equivalently rated lighting in all rooms, which
may include LED bulbs. The living room and each bedroom must contain at least one ceiling lighting
fixture and wiring must be capable of supporting ceiling fans;

(2) Contain no less than two bedrooms. Each unit must contain complete physical facilities and fixtures
for living, sleeping, eating, cooking, and sanitation;

(3) Each bedroom must be no less than 100 square feet; have a length or width no less than 8 feet; be
self contained with a door; have at least one window that provides exterior access; and have at least
one closet that is not less than two feet deep and three feet wide and high enough to contain at least
five feet of hanging space; and

(4) Be no less than 800 total net square feet for a two bedroom home; no less than 1,000 total net
square feet for a three bedroom and two bathroom home; and no less than 1,200 total net square feet
for a four bedroom and two bathroom home.

(m) Housing proposed to be constructed under this subchapter must meet the requirements of Chapters
20 and 21 of this Title and must be certified by a licensed architect or engineer.

(1) The Department will reimburse only for the first time a set of architectural plans are used, unless any
subsequent site specific fees are paid to a Third Party architect, or a licensed engineer.

(2) A NOFA may include incentives or otherwise require architectural plans to incorporate "green
building" elements.

§23.32 Homeowner Reconstruction Assistance (HRA) Administrative Requirements

(a) Commitment or Reservation of Funds. The Administrator must submit the true and complete
information, certified as such, with a request for the Commitment or Reservation of Funds as described
in paragraphs (1) - (20) of this subsection:

(1) Head of Household name and address of housing unit for which assistance is being requested;

(2) A budget that includes the amount of Activity funds specifying the acquisition costs, construction
costs, soft costs and administrative costs requested, a maximum of five percent of hard construction
costs for contingency items, proposed Match to be provided, evidence that Direct Activity Cost and Soft
Cost limitations are not exceeded, and evidence that any duplication of benefit is addressed;

(3) Verification of environmental clearance;
(4) A copy of the Household's intake application on a form prescribed by the Department;

(5) Certification of the income eligibility of the Household signed by the Administrator and all Household
members age 18 or over, and including the date of the income eligibility determination. In instances
where the total Household income is within $3,000 of the 80 percent AMFI, all documentation used to
determine the income of the Household;

(6) Project cost estimates, construction contracts, and other construction documents necessary to
ensure applicable property standard requirements will be met at completion;



(7) When assistance is provided in the form of a loan, provide written consent from all Persons who
have a valid lien or ownership interest in the Property;

(8) In the instance of relocation from one site to another site, the Household must document
Homeownership of the existing unit to be replaced and must establish Homeownership of the lot on
which the replacement housing unit will be constructed. The Household must agree to the demolition of
the existing housing unit. HOME Activity funds cannot be used for the demolition of the existing unit and
any funding used for the demolition is not eligible Match; however, solely for a Activity under this
paragraph, the Administrator Match obligation may be reduced by the cost of such demolition without
any Contract amendment;

(9) Identification of any Lead-Based Paint (LBP);

(10) For housing units located within the 100-year floodplain or otherwise required to carry flood
insurance by federal or local regulation, certification from the Household that they understand the flood
insurance requirements;

(11) Consent to demolish from any existing mortgage lien holders and consent to subordinate to the
Department's loan, if applicable;

(12) If applicable, documentation to address or resolve any potential conflict of interest, Identity of
Interest, duplication of benefit, or floodplain mitigation;

(13) A title commitment or policy or a down date endorsement to an existing title policy evidencing the
Household's ownership of the property:

(A) For New Construction Activities, a title commitment or down-date endorsement to an existing title
policy the effective date title commitment must be no more than 60 days prior to of the date of Activity
submission. Title commitments for loan projects that expire prior to the loan closing date must be
updated and must not have any adverse changes; and

(B) For Reconstruction Activities, a title report or a title commitment dated not more than six months
prior to the date of Activity submission;

(14) Documents evidencing ownership, such as a warranty deed, life estate, or 99-year leasehold;
(15) If the housing to be replaced is an MHU, a Statement of Ownership and Location (SOL) for the MHU;

(16) Tax certificate that evidences a current paid status, and in the case of delinquency, evidence of an
approved payment plan with the taxing authority and evidence that the payment plan is current;

(17) In the instances of replacement with an MHU, information necessary to draft loan documents or
grant agreements to issue SOL;

(18) Life event documentation, as applicable, and all information necessary to prepare any applicable
affidavits such as marital status and heirship;

(19) For disaster relief set-aside Activities, evidence that the housing unit occupied by the eligible
Household was damaged as a direct result of a federal, state, or locally declared disaster that occurred
less than four years prior to the submission of the Activity; and



(20) Any other documentation necessary to evidence that the Activity meets the program requirements.

(b) Loan closing or grant agreement. In addition to the documents required under subsection (a) of this
section, the Administrator must submit the appraisal or other valuation method approved by the
Department which establishes the post construction value of improvements for Activities involving
construction prior to the issuance of grant or loan documents by the Department.

(c) Disbursement of funds. The Administrator must comply with all of the requirements described in
paragraphs (1) - (12) of this subsection, for a request for disbursement of funds to reimburse eligible
costs incurred. Submission of documentation related to the Administrator's compliance with
requirements described in paragraphs (1) - (12) of this subsection, may be required with a request for
disbursement:

(1) For construction costs associated with a loan, a down date endorsement to the title policy not older
than the date of the last disbursement of funds or 45 days, whichever is later. For release of retainage
the down date endorsement must be dated at least 40 days after the Construction Completion Date;

(2) For construction costs associated with a grant agreement, an interim lien waiver or final lien waiver.
For release of retainage the release on final payment must be dated at least 40 days after the
Construction Completion Date;

(3) If applicable, a maximum of 50 percent of Activity funds for an Activity may be drawn before
providing evidence of Match. Thereafter, each Administrator must provide evidence of Match, including
the date of provision, in accordance with the percentage of Activity funds disbursed;

(4) Property inspections, including photographs of the front, back, and side elevatienelevations of the
housing unit and at least one picture of the each of the kitchen, family room, ene-efthe-bedroomseach
bedroom and ere-efthe-bathreemseach bathroom with date and property address reflected on each
photo. The inspection must be signed and dated by the inspector and Administrator;

(5) Certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided; that no Person that would benefit from the award of
HOME funds; that it has satisfied any applicable cash reserve obligation or made promises in connection
therewith; that each request for disbursement of HOME funds is for the actual cost of providing a
service; and that the service does not violate any conflict of interest provisions;

(6) The executed grant agreement or original, executed, legally enforceable loan documents and
statement of location, if applicable, for each assisted Household containing remedies adequate to
enforce any applicable affordability requirements. Original documents must evidence that such
agreements have been recorded in the real property records of the county in which the housing unit is
located and the original documents must be returned, duly certified as to recordation by the
appropriate county official;

(7) Expenditures must be allowable and reasonable in accordance with federal, state, and local rules and
regulations. The Department shall determine the reasonableness for expenditures submitted for
reimbursement. The Department may request Administrator to make modifications to the disbursement
request and is authorized to modify the disbursement procedures set forth herein and to establish such



additional requirements for payment of HOME funds to Administrator as may be necessary or advisable
for compliance with all program requirements;

(8) The request for funds for administrative costs must be proportionate to the amount of Direct Activity
Costs requested or already disbursed;

(9) Include the withholding of ten percent of hard construction costs for retainage. Retainage will be
held until at least 40 days after the Construction Completion Date;

(10) For final disbursement requests, submission of documentation required for Activity completion
reports and evidence that the demolition or, if an MHU, salvage and removal of all dilapidated housing
units on the lot, certification or other evidence acceptable to Department that the replacement house,
whether site-built or MHU, was constructed or placed on and within the same lot for which ownership
was established and on and within the same lot secured by the loan or grant agreement, if applicable,
and evidence of floodplain mitigation;

(11) The final request for disbursement must be submitted to the Department with support
documentation no later than 60 days after the termination date of the Contract in order to remain in
compliance with Contract and eligible for future funding. The Department shall not be obligated to pay
for costs incurred or performances rendered after the termination date of a Contract; and

(12) For costs associated with insurance policies, including title policies and homeowner insurance
policies, charged as Activity costs, evidence of payment of the cost must be submitted with the
retainage request.



SUBCHAPTER D CONTRACT FOR DEED PROGRAM
§23.40 Contract for Deed (CFD) Threshold and Selection Criteria

Documentation that the Applicant can commit at least $40,000 in cash reserves to facilitate
administration of the program and to ensure the capacity to cover costs prior to reimbursement or costs
determined to be ineligible for reimbursement. The amount of the cash reserve commitment must be
included in the Applicant's resolution. To meet this requirement, Applicants must submit:

(1) financial statements indicating adequate local unrestricted cash or cash equivalents to utilize as cash
reserves and a letter from the Applicant's bank(s) or financial institution(s) indicating that current
account balances are sufficient; or

(2) evidence of an available line of credit or equivalent in an amount equal to or exceeding the
requirement in this subsection.

§23.41 Contract for Deed (CFD) General Requirements

(a) Program funds may be utilized for Acquisition or refinance, and New Construction, of single family
housing units occupied by the purchaser as shown on an executory contract for conveyance.

(b) The Household's income must not exceed 80 percent AMFI.

(c) The Department shall limit the availability of funds for CFD for a minimum of 60 days for Activities
proposing to serve Households whose income does not exceed 60 percent AMFI, and for properties
located in a Colonia as defined in Tex. Gov't Code §2306.083.

(d) The Department will require a first lien position.

(e) Direct Activity Costs, exclusive of Match funds, are limited to the amounts described in this
subsection; however, not more than once per year, the Board in its sole discretion, may increase or
decrease by up to five percent of the limitation for Direct Activity Costs. Total Activity costs may not
exceed HUD Subsidy Limits. Dollar amounts in a Household commitment contract are set at the time of
contract execution and may not be adjusted through this process. Current dollar amounts under this
subsection will be reflected on the Department's website.

(1) Refinance, acquisition, and closing costs: $35,000. In the case of a contract for deed housing unit that
involves the refinance or acquisition of a loan on an existing MHU and/or the loan for the associated
land, the Executive Director may grant an exception to exceed this amount, however, the Executive
Director will not grant an exception to exceed $40,000 of assistance;

(2) Reconstruction and New Construction of site-built housing: the lesser of $120 per square foot of
conditioned space or $135,000, or for Households of five or more Persons the lesser of $120 per square
foot of conditioned space or $150,000 for a four-bedroom unit; and

(3) Replacement with an energy efficient MHU: $90,000.

(f) In addition to the Direct Activity Costs allowable under subsection (e) of this section, a sum not to
exceed $15,000 may be used to pay for any or all of the following, as applicable:

(1) Necessary environmental mitigation as identified during the Environmental review process;



(2) Installation of an aerobic septic system; and
(3) Homeowner requests for accessibility features.
(g) Activity soft costs eligible for reimbursement for Activities of the following types are limited to:

(1) Acquisition or refinance, and New Construction of site-built housing: no more than $13,500 per
housing unit; and

(2) Acquisition or refinance, and replacement with an MHU: no more than $5,000 per housing unit.

(h) Funds for administrative costs are limited to no more than fewreight percent of the Direct Activity
Costs, exclusive of Match funds.

(i) The assistance to an eligible Household shall be in the form of a loan in the amount of the Direct
Activity Costs excluding Match funds. The loan will be at zero percent interest and include deferral of
payment and annual pro rata forgiveness with a term based on the federal affordability requirements as
defined in 24 CFR §92.254. For refinancing activities, the minimum loan term and affordability period is
15 years, regardless of the amount of HOME assistance.

(j) To ensure affordability, the Department will impose resale or recapture provisions established in this
Chapter.

(k) Site-built housing units must meet or exceed the 2000 International Residential Code and all
applicable local codes, standards, ordinances, zoning requirements, and the standards outlined in 24
CFR §92.251(a)(2) as applicable. MHUs must be installed according to the manufacturer's instructions
and in accordance with Federal and State laws and regulations.

() Unless an exception is requested by the Household and approved by the Division Director prior to
submission of the Activity, each unit must meet the design and quality requirements described in
paragraphs (1) - (4) of this subsection:

(1) Include the following amenities: Wired with RG-6 COAX or better and CAT3 phone cable or better to
each bedroom and living room; Blinds or window coverings for all windows; Oven/Range; Exhaust/vent
fans (vented to the outside) in bathrooms; Energy-Star or equivalently rated lighting in all rooms, which
may include LED bulbs. The living room and each bedroom must contain at least one ceiling lighting
fixture and wiring must be capable of supporting ceiling fans;

(2) Contain no less than two bedrooms. Each unit must contain complete physical facilities and fixtures
for living, sleeping, eating, cooking, and sanitation;

(3) Each bedroom must be no less than 100 square feet, have a length or width no less than eight fee, be
self-contained with a door, have at least one window that provides exterior access, and have at least
one closet that is not less than two feet deep and three feet wide and high enough to contain at least
five feet of hanging space; and

(4) Be no less than 800 total net square feet for a two bedroom home; no less than 1,000 total net
square feet for a three bedroom and two bathroom home; and no less than 1,200 total net square feet
for a four bedroom and two bathroom home.



(m) Housing proposed to be constructed under this subchapter must meet the requirements of Chapters
20 and 21 of this Title (relating to Single Family Programs Umbrella Rule and Minimum Energy Efficiency
Requirements for Single Family Construction Activities, respectively) and must be certified by a licensed
architect or engineer.

(1) The Department will reimburse only for the first time a set of architectural plans are used, unless any
subsequent site specific fees are paid to a Third Party architect, or a licensed engineer.

(2) A NOFA may include incentives or otherwise require architectural plans to incorporate "green
building" elements.

§23.42 Contract for Deed (CFD) Administrative Requirements

(a) Commitment or Reservation of Funds. The Administrator must submit true and correct information,
certified as such, with a request for the Commitment or Reservation of Funds as described in paragraphs
(1) - (15) of this subsection:

(1) Head of Household name and address of housing unit for which assistance is being requested;

(2) A budget that includes the amount of Activity funds specifying the acquisition costs, construction
costs, soft costs and administrative costs requested, a maximum of five percent of hard construction
costs for contingency items, proposed Match to be provided, evidence that Activity and soft costs
limitations are not exceeded, and evidence that any duplication of benefit is addressed;

(3) Verification of environmental clearance;
(4) A copy of the Household's intake application on a form prescribed by the Department;

(5) Certification of the income eligibility of the Household signed by the Administrator and all Household
members age 18 or over, and including the date of the income eligibility determination. In instances the
total Household income is within $3,000 of the 80 percent AMFI, all documentation used to determine
the income of the Household;

(6) Project cost estimates, construction contracts, and other construction documents necessary to
ensure applicable property standard requirements will be met at completion;

(7) Identification of Lead-Based Paint (LBP);

(8) For housing units located within the 100-year floodplain or otherwise required to carry flood
insurance by federal or local regulation, certification from the Household that they understand the flood
insurance requirements;

(9) If applicable, documentation to address or resolve any potential Conflict of Interest, Identity of
Interest, duplication of benefit, or floodplain mitigation;

(10) Appraisal which includes post construction improvements for Activities involving construction;

(11) A title commitment to issue a title policy that evidences the property will transfer with no tax lien,
child support lien, mechanic's or materialman's lien or any other restrictions or encumbrances that
impair the good and marketable nature of title to the ownership interest and that the definition of
Homeownership will be met. The effective date of the title commitment must be no more than 60 days



prior to the date of Activity submission. Commitments that expire prior to execution of closing must be
updated at closing and must not have any adverse changes in order to close;

(12) In the instances of replacement with an MHU, information necessary to draft loan documents and
issue Statement of Ownership and Location (SOL);

(13) Life event documentation, as applicable, and all information necessary to prepare any applicable
affidavits such as marital status and heirship;

(14) A copy of the recorded executory contact and a current payoff statement; and
(15) Any other documentation necessary to evidence that the Activity meets the program requirements.

(b) Disbursement of funds. The Administrator must comply all of the requirements described in
paragraphs (1) - (12) of this subsection, for a request for disbursement of funds to reimburse eligible
costs incurred. Submission of documentation related to the Administrator's compliance with
requirements described in paragraphs (1) - (12) of this subsection may be required with a request for
disbursement:

(1) For construction costs, a down date endorsement to the title policy not older than the date of the
last disbursement of funds or 45 days, whichever is later. For release of retainage the down date
endorsement must be dated at least 40 days after the Construction Completion Date;

(2) If applicable, a maximum of 50 percent of Activity funds for an Activity may be drawn before
providing evidence of Match. Thereafter, each Administrator must provide evidence of Match, including
the date of provision, in accordance with the percentage of Activity funds disbursed;

(3) Property inspections, including photographs of the front, back, and side elevatienelevations of the
housing unit and at least one picture of each of the kitchen, family room, ene-efthe-bedroomseach
bedroom and ere-efthe-bathreemseach bathroom with date and property address reflected on each
photo. The inspection must be signed and dated by the inspector and Administrator;

(4) Certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided, no Person that would benefit from the award of HOME
funds has satisfied the Applicant's cash reserve obligation or made promises in connection therewith;
that each request for disbursement of HOME funds is for the actual cost of providing a service and that
the service does not violate any conflict of interest provisions;

(5) Original, executed, legally enforceable loan documents, and statement of location, as applicable, for
each assisted Household containing remedies adequate to enforce any applicable affordability
requirements. Original documents must evidence that such agreements have been recorded in the real
property records of the county in which the housing unit is located and the original documents must be
returned, duly certified as to recordation by the appropriate county official. This provision is not
applicable for funds made available at the loan closing;

(6) Expenditures must be allowable and reasonable in accordance with federal, state, and local rules and
regulations. The Department shall determine the reasonableness of each expenditure submitted for
reimbursement. The Department may request Administrator or Developer to make modifications to the
disbursement request and is authorized to modify the disbursement procedures set forth herein and to



establish such additional requirements for payment of HOME funds to Administrator as may be
necessary or advisable for compliance with all program requirements;

(7) The request for funds for administrative costs must be proportionate to the amount of Direct Activity
Costs requested or already disbursed;

(8) Table funding requests must be submitted to the Department with complete documentation no later
than 14 calendar days prior to the anticipated loan closing date. Such a request must include a draft
closing disclosure, title company payee identification information, the Administrator or Developer's
authorization for disbursement of funds to the title company, request letter from title company to the
Comptroller of Public Accounts with bank account wiring instructions, and invoices for costs being paid
at closing;

(9) include the withholding of ten percent of hard construction costs for retainage. Retainage will be
held until at least 40 days after the Construction Completion Date;

(10) For final disbursement requests, submission of documentation required for Activity completion
reports and evidence that the demolition or, if an MHU, salvage and removal of all dilapidated housing
units on the lot, certification or other evidence acceptable to Department that the replacement house,
whether site-built or MHU, was constructed or placed on and within the same lot secured by the loan,
and evidence of floodplain mitigation;

(11) The final request for disbursement must be submitted to the Department with support
documentation no later than 60 days after the termination date of the Contract in order to remain in
compliance with Contract and eligible for future funding. The Department shall not be obligated to pay
for costs incurred or performances rendered after the termination date of a Contract; and

(12) For costs associated with insurance policies, including title policies and homeowner's insurance
policies charged as Activity costs, evidence of payment of the cost must be submitted with the retainage
request.



SUBCHAPTER E TENANT-BASED RENTAL ASSISTANCE PROGRAM
§23.50 Tenant-Based Rental Assistance (TBRA) Threshold and Selection Criteria

All Applicants and Applications must submit Documentation of a commitment of at least $15,000 for
cash reserves to facilitate administration of the program and to ensure the capacity to cover costs prior
to reimbursement or costs determined to be ineligible for reimbursement. The amount of the cash
reserve commitment must be included in the Applicant's resolution. To meet this requirement,
Applicants must submit:

(1) financial statements indicating adequate local unrestricted cash or cash equivalents to utilize as cash
reserves and a letter from the Applicant's bank(s) or financial institution(s) indicating that current
account balances are sufficient; or

(2) evidence of an available line of credit or equivalent in an amount equal to or exceeding the
requirement in this subsection; and

(3) evidence that the Service Area for a Contract or RSP Agreement includes the entire rural or urban
area of a county as identified in the Application, excluding Participating Jurisdictions. However, Service
Areas must include Participating Jurisdictions as applicable if the Agreement includes access to the
Persons with Disabilities set-aside._If the Applicant is a unit of local government, the Service Area may
be limited to the boundaries of the jurisdiction of the Applicant.

§23.51 Tenant-Based Rental Assistance (TBRA) General Requirements

(a) Households assisted under the general set-aside must participate in a self-sufficiency program, as
described in the Administrator's policies and procedures.

(b) The amount of assistance will be determined using the HUD Housing Choice Voucher method.

(c) A Household certifying to zero income must also complete a questionnaire that includes a series of
guestions regarding how basic hygiene, dietary, transportation, and other living needs are met.

(d) The minimum Household contribution toward gross monthly rent must be ten percent of the
Household's adjusted monthly income. The maximum Household contribution toward gross monthly
rent at initial occupancy is limited to 40 percent of the Household's gross monthly income.

(e) Activity funds are limited to:

(1) Rental subsidy: Each rental subsidy term is limited to no more than 24 months. Total lifetime
assistance to a Household may not exceed 36 months cumulatively, except that a maximum of 24
additional months of assistance, for a total of 60 months cumulatively may be approved if:

(A) the Household has applied for a Section 8 Housing Choice Voucher, HUD Section 811 Supportive
Housing for Persons with Disabilities, HUD Section 811 Project Rental Assistance Demonstration, or HUD
Section 202 Supportive Housing for the Elderly Program, and is placed on a waiting list during their TBRA
participation tenure; and

(B) the Household has not been removed from the waiting list for the Section 8 Housing Choice Voucher,
HUD Section 811 Supportive Housing for Persons with Disabilities, HUD Section 811 Project Rental



Assistance Demonstration, or HUD Section 202 Supportive Housing for the Elderly Program due to
failure to respond to required notices or other ineligibility factors; andor

(C) the Administrator submits documentation evidencing that:

(i) no Public Housing Authority within a 50 mile radius of the Household’s address during their
participation in TBRA has opened their waitlist during the term of the Household’s participation in TBRA,
or has excluded the Household’s application for placement on the waiting list for any reason other than
eligibility or failure to respond to required notices, such as a randomized drawing of applications that
may be placed on the waitlist; and

(ii) no waiting list was opened during the term of the Household’s participation in TBRA for any HUD
Section 811 Supportive Housing for Persons with Disabilities, HUD Section 811 Project Rental Assistance
Demonstration, or HUD Section 202 Supportive Housing for the Elderly Program located within a 50 mile
radius of the Household’s address during their participation in TBRA; or

(iii) the Household is not eligible for placement on a waiting list for any HUD Section 811 Supportive
Housing for Persons with Disabilities, HUD Section 811 Project Rental Assistance Demonstration, or HUD
Section 202 Supportive Housing for the Elderly Program located within a 50 mile radius of the
Household’s address during their participation in TBRA; and

(D) the Household has not been denied participation in the Section 8 Housing Choice Voucher, HUD
Section 811 Supportive Housing for Persons with Disabilities, HUD Section 811 Project Rental Assistance
Demonstration, or HUD Section 202 Supportive Housing for the Elderly Program while they were being
assisted with HOME TBRA; and

(BE) the Household did not refuse to participate in the Section 8 Housing Choice Voucher, HUD Section
811 Supportive Housing for Persons with Disabilities, HUD Section 811 Project Rental Assistance
Demonstration, or HUD Section 202 Supportive Housing for the Elderly Program when a voucher was
made available.

(2) Security deposit: no more than the amount equal to two month's rent for the unit.
(3) Utility deposit in conjunction with a TBRA rental subsidy.

(f) The payment standard is determined at the Date of Assistance. The payment standard utilized by the
Administrator must be:

(1) For metropolitan counties and towns, the current U.S. Department of Housing and Urban
Development (HUD) Small Area Fair Market Rent for the Housing Choice Voucher Program;

(2) For nonmetropolitan counties and towns, the current HUD Fair Market Rent for the Housing Choice
Voucher Program;

(3) For a HOME assisted unit, the current applicable HOME rent; or

(4) The Administrator may submit a written request to the Department for approval of a different
payment standard. The request must be evidenced by a market study or documentation that the PHA
serving the market area has adopted a different payment standard. An Administrator may request a
Reasonable Accommodation as defined in Section 1.204 of this Title for a specific Household if the



Household, because of a disability, requires the features of a specific unit, and units with such features
are not available in the Service Area at the payment standard.

(h) Administrators must have a written agreement with Owner that the Owner will notify the
Administrator within one month if a tenant moves out of an assisted unit prior to the lease end date.

(i) Administrator must not approve a unit if the owner is by consanguinity, affinity, or adoption the
parent, child, grandparent, grandchild, sister, or brother of any member of the assisted Household,
unless the Administrator determines that approving the unit would provide Reasonable Accommodation
for a Household member who is a Person with Disabilities. This restriction against Administrator
approval of a unit only applies at the time the Household initially receives assistance under a Contract or
Agreement, but does not apply to Administrator approval of a recertification with continued tenant-
based assistance in the same unit.

(j) Administrators must maintain Written Policies and Procedures established for the HOME Program in
accordance with Section 10.802 of this Title, except that where the terms Owner, Property, or
Development are used Administrator or Program will be substituted, as applicable. Additionally, the
procedures in subsection (l) of this section (relating to the Violence Against Women Act (if in conflict
with the provisions in Section 10.802 of this Title)} will govern).

(k) Administrators serving a Household under a Reservation Agreement may not issue a Certificate of
Eligibility to the Household prior to reserving funds for the Activity without prior written consent of the

Department.

(I) Administrators are required to comply with regulations and procedures outlined in the Violence
Against Women Act (VAWA), and provide tenant protections as established in the Act.

(1) An Administrator of Tenant-Based Rental Assistance must provide all Applicants (at the time of

admittance or denial) and Households (before termination from the Tenant-Based Rental Assistance
program or from the dwelling assisted by the Tenant-Based Rental Assistance Coupon Contract) the
Department's "Notice of Occupancy Rights under the Violence Against Women Act", (based on HUD



form 5380) and also provide to Households "Certification of Domestic Violence, Dating Violence, Sexual
Assault, or Stalking" (HUD form 5382) prior to execution of a Rental Coupon Contract and before
termination of assistance from the Tenant-Based Rental Assistance program or from the dwelling
assisted by the Tenant-Based Rental Assistance coupon contract.

(2) Administrator must notify the Department within three days when tenant submits a Certification of
Domestic Violence, Dating Violence, Sexual Assault, or Stalking and/or alternate documentation to
Administrator and must submit a plan to Department for continuation or termination of assistance to
affected Household members.

(3) Notwithstanding any restrictions on admission, occupancy, or terminations of occupancy or
assistance, or any Federal, State or local law to the contrary, Administrator may "bifurcate" a rental
coupon contract, or otherwise remove a Household member from a rental coupon contract, without
regard to whether a Household member is a signatory, in order to evict, remove, terminate occupancy
rights, or terminate assistance to any individual who is a recipient of TBRA and who engages in criminal
acts of physical violence against family members or others. This action may be taken without
terminating assistance to, or otherwise penalizing the person subject to the violence.

§23.52 Tenant-Based Rental Assistance (TBRA) Administrative Requirements

(a) Commitment or Reservation of Funds. The Administrator must submit the documents described in
paragraphs (1) - (10) of this subsection, with a request for the Commitment or Reservation of Funds:

(1) Head of Household name and address of housing unit for which assistance is being requested;

(2) A budget that includes the amount of Direct Activity Costs, Activity soft costs, administrative costs
requested, Match to be provided, evidence that Direct Activity Cost limitations are not exceeded, and
evidence that any duplication of benefit is addressed;

(3) Verification of environmental clearance;
(4) A copy of the Household's intake application on a form prescribed by the Department;

(5) Certification of the income eligibility of the Household signed by the Administrator, and all
Household members age 18 or over, and including the date of the income eligibility determination.
Administrator must submit documentation used to determine the income and rental subsidy of the
Household;

(6) Identification of Lead-Based Paint (LBP);

(7) If applicable, documentation to address or resolve any potential conflict of interest or duplication of
benefit;

(8) Project address within 90 days of preliminary set up approval, if applicable;

(9) For Households assisted under the Disaster set-aside, verification that the household was displaced
or is at-risk of displacement as a direct result of a Federal, State, or Locally declared disaster approved
by the Department within four years of the date of Activity submission; and

(10) Any other documentation necessary to evidence that the Activity meets the program requirements.



(b) Disbursement of funds. The Administrator must comply with all of the requirements described in
paragraphs (1) - (7) of this subsection for a request for disbursement of funds. Submission of
documentation related to the Administrator compliance with requirements described in paragraphs (1) -
(7) of this subsection may be required with a request for disbursement:

(1) If required or applicable, a maximum of 50 percent of Direct Activity Costs for an Activity may be
drawn before providing evidence of Match. Thereafter, each Administrator must provide evidence of
Match, including the date of provision, in accordance with the percentage of Direct Activity Costs
disbursed;

(2) Certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided, no Person that would benefit from the award of HOME
funds has satisfied the Applicant's cash reserve obligation or made promises in connection therewith;
that each request for disbursement of HOME funds is for the actual cost of providing a service and that
the service does not 