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Texas Department of Housing and Community Affairs

PROGRAMMATIC IMPACT IN FISCAL YEAR 2017

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

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

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

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

Contract for Deed program.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

AGENDA
8:00 AM
April 26, 2018

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

CALL TO ORDER
RoLL CALL
CERTIFICATION OF QUORUM

Resolution recognizing May as Community Action Month
Resolution recognizing May as National Mobility Awareness Month

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

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

EXECUTIVE

a) Presentation, discussion, and possible action on Board meeting minutes summaries for
January 18, 2018; February 22, 2018; and March 22, 2018

LEGAL

b) Presentation, discussion, and possible action on the adoption of an Order to Correct
Clerical Mistake concerning the Agreed Final Order entered July 28, 20106, regarding
Avalon Apartments (HTC #91036/ CMTS 954)

) Presentation, discussion, and possible action regarding the adoption of an Agreed Final
Order concerning Westwind Village (HTC 97092 / HOME 537078 / CMTS 1747)

d) Presentation, discussion, and possible action regarding the adoption of an Agreed Final
Order concerning Clovetleaf Apartments (HTC 70135 / CMTS 932)

e) Presentation, discussion, and possible action regarding the adoption of an Agreed Final
Order concerning Lexington Squate Apartments (HTC Exchange 1509009910 / CMTS
4493)

COMMUNITY AFFAIRS

f) Presentation, discussion, and possible action on the Program Year (“PY”) 2018
Department of Energy (“DOE”) Weatherization Assistance Program (“WAP”) State
Plan and Awards exclusive of the 2018 Health and Safety Plan

@) Presentation, discussion, and possible action on approval of the Draft Program Year
(“PY”) 2018 Department of Energy (“DOE”) Weatherization Assistance Program
(“WAP”) Health and Safety Plan for public comment

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

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

J. Beau Eccles
Board Secretary

Jeffrey T Pender

Deputy General Counsel

Michael DeYoung
Director
Community Affairs



h) Presentation, discussion, and possible action on release of the Draft FFY 2019 Low
Income Home Energy Assistance Program (“LIHEAP”) State Plan to be made available
for public comment

SINGLE FAMILY OPERATIONS AND SERVICES

1) Presentation, discussion, and possible action authorizing extensions to Neighborhood
Stabilization Program 1 (“NSP1”) Contracts and Program Income (“NSP1-PI”)
Reservation Agreements

BOND FINANCE

j) Presentation, discussion, and possible action on Resolution No. 18-018 regarding the
annual approval of the Department’s Investment Policy

k) Presentation, discussion, and possible action on Resolution No. 18-019 regarding the
annual approval of the Department’s Interest Rate Swap Policy

ASSET MANAGEMENT

1) Presentation, discussion, and possible action to approve a Material Amendment to the
Housing Tax Credit (“HTC”) Land Use Restriction Agreement (“LURA”)

04002  Cricket Hollow Apartments Willis

m)Presentation, discussion, and possible action regarding a change in the ownership
structure of the Development Owner and Developers prior to issuance of IRS Form(s)
17012 Secretariat Apartments Arlington
17225 Cascade Villas Wichita Falls

n) Presentation, discussion, and possible action regarding a material amendment to the
Housing Tax Credit (“HTC”) Application and a change in the ownership structure of
the Development Owner, Developer, and Guarantors prior to issuance of IRS Form(s)
8609
17730  Blue Flame Apartments

MULTIFAMILY FINANCE

0) Presentation, discussion, and possible action on a Determination Notice for Housing
Tax Credits with another Issuer

El Paso

18402 Hampton Homes Texarkana
18403 HATT Scattered Sites Texarkana
18404 Robison Terrace Texarkana
18405 Williams Homes Texarkana
18406  Bright Street Texarkana
18414 Prince Hall Gardens Fort Worth
18415 Hills at Leander Leander
18416 Commons at Manor Village Manor

p) Presentation, discussion, and possible action on the re-issuance of a Determination
Notice for Housing Tax Credits with another Issuer
17421 Brookwood Apartments
18424  Flora Lofts

HOME AND HOMELESSNESS PROGRAMS

q) Presentation, discussion, and possible action on awards for the 2017 HOME Investment
Partnerships Program (“HOME”) Single Family Programs Homebuyer Assistance
(“HBA”) and Tenant-Based Rental Assistance (“TBRA”) Notice of Funding Availability
(“NOFA”)

RULES

1) Presentation, discussion, and possible action regarding proposed amendments to 10
TAC Chapter 23, Single Family HOME Program Rules Subchapter F, Tenant-Based
Rental Assistance Program, §23.61 concerning Tenant-Based Rental Assistance
(“TBRA”) General Requirements, and directing their publication for public comment in
the Texas Register

San Antonio
Dallas

Homero Cabello
Director
SF Operations & Services

Monica Galuski
Chief Investment Officer

Raquel Morales
Director
Asset Management

Marni Holloway
Director, MF Finance

Abigail Versyp
Director

HOME and Homelessness
Programs

Abigail Versyp
Director

HOME and Homelessness
Programs



s) Presentation, discussion, and possible action on orders proposing repeal of 10 TAC
Chapter 7, Subchapter A, General Provisions, and 10 TAC Chapter 7, Subchapter B,
Homeless Housing and Services Program, and orders proposing new 10 TAC Chapter 7,
Subchapter A, General Provisions, and 10 TAC Chapter 7, Subchapter B, Homeless
Housing and Services Program and directing their publication for public comment in the
Texcas Register

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

b) Report on the Department’s Interim Balance Sheet/Statement of Net Position for the
period ended February 28, 2018

¢) Report on the Department’s 2nd Quarter Investment Report in accordance with the
Public Funds Investment Act (“PFIA”)

d) Report on the Department’s 2* Quarter Investment Report relating to funds held under
Bond Trust Indentures

e) Report on the 2019 QAP Planning Project

f) Report on the status of Multifamily Direct Loan Application 17510, Brook Haven
Supportive Housing
@) Quarterly Report on Texas Homeownership Division Activity

ACTION ITEMS
ITEM 3: REPORTS
Report on the meeting of the QAP and Multifamily Rules Committee, and possible
action regarding any recommendations of that committee on items addressed at its
posted meeting of Wednesday, April 25, 2018, including confirmation of the meaning of
the plain wording of current statute and rule as it relates to particular scenarios
ITEM 4: MULTIFAMILY FINANCE

a) Presentation, discussion, and possible action on a Determination Notice for Housing
Tax Credits with another Issuer and an Award of Direct L.oan Funds
18412 Lotrd Road San Antonio

b) Presentation, discussion, and possible action regarding site eligibility under 10 TAC
§10.101(2)(3) of the Uniform Multifamily Rules related to the Undesirable
Neighborhood Characteristics for Park Yellowstone Townhomes in Houston

c) Presentation, discussion, and possible action on a waiver relating to 10 TAC
§10.101(b)(8), related to Development Accessibility Requirements for Beckley
Townhomes in Dallas

d) Presentation, discussion, and possible action on a timely filed appeal of application
termination under the Department’s Multifamily Program Rules
18250 Sweetbriar Hills Apartments Jasper

APPENDIX

Multifamily Application Logs

Abigail Versyp
Director

HOME and Homelessness
Programs

Michael Lyttle
Chief of External Affairs

David Cervantes
Chief Financial Officer

Monica Galuski
Chief Investment Officer

Marni Holloway
Director, MF Finance

Cathy Gutierrez
Director
Texas Homeownership

Leo Vasquez, I11
Chair

QAP & MF Rules
Committee

Marni Holloway
Director, MF Finance

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

EXECUTIVE SESSION

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

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

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

J.B. Goodwin
Chair



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

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

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

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

ADJOURN
To access this agenda and details on each agenda item in the board book, please visit our website at
www.tdhca.state.tx.us or contact Michael Lyttle, 512-475-4542, TDHCA, 221 East 11™ Street, Austin, Texas
78701, and request the information.
If you would like to follow actions taken by the Governing Board during this meeting, please follow
TDHCA account (@tdhca) on Twitter.
Individuals who require auxiliary aids, services or sign language interpreters for this meeting should contact
Terri Roeber, ADA Responsible Employee, at 512-475-3959 or Relay Texas at 1-800-735-2989, at least three
(3) days before the meeting so that appropriate arrangements can be made.

Non-English speaking individuals who require interpreters for this meeting should contact Elena Peinado,
512-475-3814, at least three (3) days before the meeting so that appropriate arrangements can be made.
Personas que hablan espafol y requieren un intérprete, favor de llamar a Elena Peinado, al siguiente nimero
512-475-3814 por lo menos tres dias antes de la junta para hacer los preparativos apropiados.

NOTICE AS TO HANDGUN PROHIBITION DURING THE OPEN MEETING OF A
GOVERNMENTAL ENTITY IN THIS ROOM ON THIS DATE:

Pursuant to Section 30.06, Penal Code (trespass by license holder with a concealed handgun), a person
licensed under Subchapter H, Chapter 411, Government Code (handgun licensing law), may not enter this
property with a concealed handgun.

De acuerdo con la seccién 30.06 del cédigo penal (ingreso sin autorizacién de un titular de una licencia con
una pistola oculta), una persona con licencia segun el subcapitulo h, capitulo 411, cédigo del gobierno (ley
sobre licencias para portar pistolas), no puede ingresar a esta propiedad con una pistola oculta.

Pursuant to Section 30.07, Penal Code (trespass by license holder with an openly carried handgun), a person
licensed under Subchapter H, Chapter 411, Government Code (handgun licensing law), may not enter this
property with a handgun that is carried openly.

De acuerdo con la secciéon 30.07 del cédigo penal (ingreso sin autorizacién de un titular de una licencia con
una pistola a la vista), una persona con licencia segin el subcapitulo h, capitulo 411, cédigo del gobierno (ley
sobre licencias para portar pistolas), no puede ingresar a esta propiedad con una pistola a la vista.

NONE OF THESE RESTRICTIONS EXTEND BEYOND THIS ROOM ON THIS DATE AND
DURING THE MEETING OF THE GOVERNING BOARD OF THE TEXAS DEPARTMENT
OF HOUSING AND COMMUNITY AFFAIRS


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

Texas Department of Housing and Community Affairs
RESOLUTION

WHEREAS, Community Action Agencies are nonprofit, and unit of local government
organizations, designated under the Economic Opportunity Act of 1964 to serve as “eligible
entities” and to ameliorate the effects of poverty and help persons experiencing poverty to transition
to self sufficiency;

WHEREAS, Community Action builds and promotes economic stability and enhances stronger
communities and the opportunity to live in dignity;

WHEREAS, nationally Community Action has enhanced the lives of millions by providing
essential, life-changing services and opportunities;

WHEREAS, Community Action serves 99% of America’s counties in rural, suburban, and urban
communities, and works towards the goal of ending poverty in our lifetime;

WHEREAS, Texas has a strong vibrant network of Community Action Agencies to deliver
Community Action to Texans in need;

WHEREAS, Community Action will continue to implement innovative and cost-effective
programs to improve the lives and living conditions of the impoverished; continue to provide
support and opportunities for all eligible households in need of assistance; and continue to develop
and carry out effective welfare system reforms; and

WHEREAS, the Texas Department of Housing and Community Affairs and the State of Texas
support the Community Action network in Texas in working to improve communities and make
Texas a better place to live not only during Community Action Month in May, but throughout the
entire year;

NOW, therefore, it is hereby

RESOLVED, that the Governing Board of the Texas Department of Housing and Community
Affairs does hereby celebrate May 2018, as Community Action Month in Texas, and encourages all
Texas individuals and organizations, public and private, to join and work together in this observance
of the hard work and dedication of Texas Community Action agencies.

Signed this twenty-sixth day of April 2018.

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

Timothy K. Irvine, Executive Director



Texas Department of Housing and Community Affairs

RESOLUTION

WHEREAS, May 2018 is National Mobility Awareness Month, which is dedicated to showing the
community at large how Persons with Disabilities can live active, mobile lifestyles, and raise awareness of
the mobility solutions available in the local community;

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

WHEREAS, it is the policy of the Department to support equal housing opportunities in the
administration of its Single Family and Multifamily Programs, especially in regards to Persons with
Disabilities accessing new home construction, home rehabilitation, housing vouchers, and rental
assistance programs and services;

WHEREAS, this year, the Department is celebrating eight years of offering the Amy Young Barrier
Removal Program, named in honor of the late advocate for Texans with Disabilities who helped shape
the state-funded program to improve the quality of life for Persons with Disabilities throughout the
State of Texas;

WHEREAS, the Amy Young Barrier Removal Program provides one-time grants of up to $20,000 for
Persons with Disabilities, both renters and homeowners earning up to 80% of the Area Median Family
Income, who need home modifications to increase accessibility and eliminate hazardous conditions in
their homes;

WHEREAS, since 2010, the Amy Young Barrier Removal Program has completed approximately
$16.8 million worth of accessibility modifications on approximately 880 homes of Texans with
Disabilities, such as constructing roll-in showers, installing shower wands and lever faucets, widening
doorways, modifying kitchens and laundry rooms with accessible cabinetry and appliances, building
ramps, and improving walkways with handrails, paving, and lighting to accommodate program
participants' specific needs;

WHEREAS, the Department applauds the nonprofit organizations and local governments around the
state who have become Amy Young Barrier Removal Program Administrators and who advocate for
their clients through quality construction, pragmatic solutions, and respectful service; and

WHEREAS, the Department encourages Texans to explore the numerous TDHCA programs and
resources related to increasing and maintaining mobility during National Mobility Awareness Month
and throughout the year;

NOW, therefore, it is hereby



RESOLVED, that in the pursuit of the goal and responsibility of increasing mobility opportunities of
Texans with Disabilities, the Governing Board of the Texas Department of Housing and Community
Affairs, does hereby celebrate May 2018 as National Mobility Awareness Month and encourages all
Texas individuals and organizations, public and private, to join and work together in this observance of
National Mobility Awareness Month.

Signed this Twenty-Sixth Day of April, 2018.

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

Timothy K. Irvine, Executive Director



CONSENT AGENDA
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BOARD ACTION REQUEST
BOARD SECRETARY
APRIL 26, 2018

Presentation, discussion, and possible action on Board meeting minutes summaries for January 18, 2018;
February 22, 2018; and March 22, 2018

RECOMMENDED ACTION

Approve the Board meeting minutes summaries for January 18, 2018; February 22, 2018;
and March 22, 2018

RESOLVED, that the Board meeting minutes summaries for January 1, 2018; February 22,
2018; and March 22, 2018, are hereby approved as presented.




Texas Department of Housing and Community Affairs Governing Board
Board Meeting Minutes Summary
January 18, 2018

On Thursday, the eighteenth day of January 2018, at 8:00 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 Room JHR 140 of the John H. Reagan Building, 105 W. 15" Street, Austin, Texas.

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

J.B. Goodwin
Paul A. Braden
Asusena Reséndez

Sharon Thomason
J.B. Goodwin served as Chair, and James “Beau” Eccles, TDHCA General Counsel, served as secretary.

1) The Board unanimously adopted a resolution recognizing February 2018 as Black History Month in
Texas.

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

3) Action Item 3(a) — Quarterly Report on Texas Homeownership Division Activity — was presented by
Monica Galuski, TDHCA Chief Investment Officer. The Board unanimously accepted the report.

4) Action Item 3(b) — Report on change in reporting to the Internal Revenue Service (“IRS”) regarding
eligible basis — was presented by Patricia Murphy, TDHCA Chief of Compliance. Following public
comment (listed below), the Board unanimously accepted the report.

e Cynthia Bast, attorney for Locke Lord, provided additional information on the item and also
thanked TDHCA staff for working on the matter

e Jean Latsha, Pedcor Investments, provided additional information on the item and also thanked
TDHCA staff for working on the matter

5) Action Item 4(a) — Presentation, discussion, and possible action on a Request for Rural Designation
under 10 TAC §10.204(5)(B) for the Cameron Park Colonia — was presented by Marni Holloway, TDHCA
Director of Multifamily Finance, with additional information from Tim Irvine, TDHCA Executive Director.
The Board unanimously approved the request from the applicant for a rural designation.

6) Action Item 4(b) — Presentation, discussion, and possible action regarding site eligibility under 10 TAC
§10.101(a)(2), related to Undesirable Site Features for Residences of Stillwater in Georgetown — was
presented by Ms. Holloway. Following public comment (listed below), the Board unanimously denied staff
recommendation of finding the site ineligible and, by its action, the Board found the site eligible conditioned
on the eligibility for complying with HUD requirements on noise mitigation.

e John Shackelford, attorney for the applicant, yielded his time to Jean Latsha, the applicant
e Ms. Latsha testified in opposition to staff recommendation



7) Action Item 4(c) — Presentation, discussion, and possible action regarding an award of Direct Loan funds
from the 2017-1 Multifamily Direct Loan Notice of Funding Availability for 17028 The Vineyard on
Lancaster, Fort Worth — was presented by Andrew Sinnott, TDHCA Multifamily Loan Program
administrator. The Board unanimously approved staff recommendation to make the award.

8) In the midst of the deliberation on Action Item 4(d), the Board went into Executive Session at 9:15 a.m.
to receive legal advice from counsel and reconvened in open session at 10:16 a.m. No action was taken in
Executive Session.

9) Action Item 4(d) — Presentation, discussion, and possible action regarding the interpretation of
provisions of the Qualified Allocation Plan relating to the claiming of disaster points; the timing of
submittal of resolutions of local government support or opposition and state representative input letters;
and the handling of these matters by staff if they create a change in self-score that would disqualify an
applicant for pre-application points — was presented by Ms. Holloway. Following public comment (listed
below), the Board unanimously approved a motion that the two-year disaster period in question be
measured from the date that the Governor took action to declare the area a disaster area and that all items,
including the local government resolution and the state representative letters, must be submitted for the
application to be complete.

e Ryan Combs, Palladium, provided information on the item
e Sarah Anderson, S. Anderson Consulting, provided information on the item
e Russ Michaels, attorney representing several tax credit clients, provided information 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 10:20 a.m. The next
meeting is set for Thursday, February 22, 2018.

Secretary

Approved:

Chair



Texas Department of Housing and Community Affairs Governing Board

Board Meeting Minutes Summary
February 22, 2018

On Thursday, the twenty-second day of February 2018, at 8:00 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 Room JHR 140 of the John H. Reagan Building, 105 W. 15® Street, Austin,
Texas.

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

e J].B. Goodwin

e Paul A. Braden

e Asusena Reséndez
e Sharon Thomason
e Leo Vasquez

J.B. Goodwin served as Chair, and James “Beau” Eccles, TDHCA General Counsel, served as secretary.
1) The Board unanimously approved the Consent Agenda as presented.

2) Action Item 2(a) — Presentation, discussion and possible action regarding site eligibility under 10 TAC
§10.101(a)(2) related to Undesirable Site Features for 18259 Cannon Courts in Bangs — was presented
Sharon Gamble, TDHCA Administrator of the 9% Competitive Housing Tax Credit Program. Following
public comment (listed below), the Board unanimously approved the site as eligible.

e Susan Kidwell, Locke Lord attorney representing the applicant, provided additional information on
the item

e Sarah Andre, consultant, provided comments on the item

3) Action Item 2(b) — Presentation, discussion and possible action regarding site eligibility under 10 TAC
§10.101(2)(3) related to Undesirable Neighborhood Characteristics for Residences of Stillwater in
Georgetown — was presented by Marni Holloway, TDHCA Director of Multifamily Finance. The Board
unanimously approved staff recommendation to find the site eligible.

4) Action Item 2(c) — Presentation, discussion, and possible action regarding extension of due date for local
government resolutions for affected applications in the 2018 Competitive Housing Tax Credit Application
Cycle — was presented by Ms. Holloway. The Board unanimously approved staff recommendation to
extend the deadline for the resolutions.

5) Chairman Goodwin exercised his discretion on consideration of the order of items on the agenda to take
up Action Item 2(e) — Presentation, discussion, and possible action regarding an amendment to the
Construction Loan Agreement for TX Majors Place Apartments, LP. Ms. Holloway presented the item.
The Board unanimously approved staff recommendation to approve the amendment request.



6) Action Item 2(d) — Presentation, discussion, and possible action on Timely Filed Appeals under any of
the Department’s Program Rules for 18269 2400 Bryan Street in Dallas, 18159 Rutherford Park in Houston,
18161 Monroe Crossing in Houston, and 18164 Lafayette Park Apartments in I.a Porte — was presented by
Ms. Holloway with additional information from Tim Irvine, TDHCA Executive Director, and Ms. Gamble.
Consideration of 18164 Lafayette Park Apartments did not occur as the item was pulled from the agenda by
request of the applicant. Following public comment (listed below), the Board unanimously denied staff
recommendation on 18159 and 18161 and, as a result of their vote, approved the appeal with the effect that
the pre-applications for 18159 and 18161 were timely filed. The Board also upheld staff recommendation to
deny the appeal from 18269.

e Tamea Dula, Coats Rose attorney representing 18159 and 18161, testified in opposition to staff
recommendation

e Lilly Kathekar, affiliated with the applicant of 18159 and 18161, provided additional information on
the matter

e Jeremy Bartholomew, affiliated with the applicant of 18159 and 18161, testified in opposition to
staff recommendation

e Steve Ford, developer of 18159 and 18161, testified in opposition to staff recommendation

e Sarah Anderson, S. Anderson Consulting, provided comments on the matter regarding 18159 and
18161

e (laire Palmer, attorney, provided comments on the matter regarding 18159 and 18161

e C(laire Palmer, attorney representing 18269, testified in opposition to staff recommendation on the
matter regarding 18269

e The Honorable Morgan Meyer, State Representative for Texas House District 108, testified in
opposition to staff recommendation on the matter regarding 18269

e Clifford Sparks, City of Dallas, testified in opposition to staff recommendation on the matter
regarding 18269

7) In the midst of the deliberation on Action Item 2(d), the Board went into Executive Session at 9:20 a.m.
and reconvened in open session at 9:38 a.m. No action was taken in Executive Session.

8) The following public comment was made on matters other than items for which there were posted
agenda items:

e Gerry Cichon, Housing Authority of the City of El Paso, provided comments about the status of
public housing in El Paso as well as the HUD Rental Assistance Demonstration Program

e Javier Camacho, Housing Authority of the City of El Paso, provided comments about the status of
public housing in El Paso as well as the HUD Rental Assistance Demonstration Program

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 9:57 a.m. The next
meeting is set for Thursday, March 22, 2018.

Secretary

Approved:

Chair



Texas Department of Housing and Community Affairs Governing Board

Board Meeting Minutes Summary
March 22, 2018

On Thursday, the twenty-second day of March 2018, at 8:02 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 Room JHR 140 of the John H. Reagan Building, 105 W. 15® Street, Austin,
Texas.

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

e J].B. Goodwin

e Leslie Bingham-Escarefio
e Paul A. Braden

e Asusena Reséndez

e Sharon Thomason

e Leo Vasquez

J.B. Goodwin served as Chair, and James “Beau” Eccles, TDHCA General Counsel, served as secretary.
1) The Board unanimously adopted a resolution recognizing April 2018 as Fair Housing Month in Texas.
2) The Board unanimously approved the Consent Agenda as presented.

3) Action Item 3(a) — Report on Department’s Fair Housing Activities — was presented by Suzanne
Hemphill, TDHCA Fair Housing Project Manager. The Board unanimously accepted the report.

4) Action Item 3(b) — Resident Survey and 2019 QAP Project Plan Report — was presented by Marni
Holloway, TDHCA Director of Multifamily Finance. Following public comment (listed below), the Board
unanimously accepted the report.

e Sarah Anderson, S. Anderson Consulting, made comments regarding the timing of the rule-making
and pre-application due date

5) Action Item 3(c) — Internal Audit of TDHCA Bond Program's Processes and Controls; Action Item 3(d)
— Report on the meeting of the Audit and Finance Committee; and Action Item 4 — Review and possible
acceptance of State Auditor's Office audit of the TDHCA financial statements were taken together and
presented by Mark Scott, TDHCA Director of Internal Auditor. Following public comment (listed below),
the Board unanimously accepted the audit and reports.

e Sarah Puerto, State Auditor’s Office, provided additional information regarding Action Item 4

6) Action Item 5(a) — Presentation, discussion, and possible action regarding the Issuance of a
Governmental Lender Note (The Preserve at Hunters Crossing) Resolution No. 18-015 and a
Determination Notice of Housing Tax Credits — was presented by Ms. Holloway. The Board unanimously
approved staff recommendation to issue the note and housing tax credits, and approve the resolution.



7) Chairman Goodwin exercised his discretion on consideration of the order of items on the agenda to take
up Action Item 5(c) — Presentation, discussion, and possible action regarding site eligibility under 10 TAC
§10.101(a)(3) related to Undesirable Neighborhood Characteristics and 10 TAC §10.101(a)(2) of the
Uniform Multifamily Rules related to Undesirable Site Features for Anna Dupree Terrace in Houston —
presented by Ms. Holloway with additional information from Mr. Irvine. Following public comment (listed
below), the Board denied staff recommendation to find the site ineligible and, by its action, determined the
site to be eligible.

e Cynthia Bast, Locke Lord and representing the applicant, testified in opposition to staff
recommendation

e Bill Elsbree, Creative Property Management, testified in opposition to staff recommendation

e Sandra Massie Hines, youth and elderly homeless advocate, testified in opposition to staff
recommendation

e Raynold Richardson, part of the development team, testified in opposition to staff recommendation

e Dr. Murphy D. Simon, Jr., Bethel Institutional Missionary Baptist Church, testified in opposition to
staff recommendation

8) Action Item 5(d) — Presentation, discussion, and possible action on a timely filed appeal of Application
termination under the Department’s Multifamily Program Rules for 18106 Hallsville Estates, Hallsville; and
18109 The Trails at San Angelo, San Angelo — was presented by Ms. Holloway. Following public comment
(listed below), the Board approved staff recommendation to deny the appeals with one abstention (Mr.
Vasquez).

e Cynthia Bast, LLocke Lord and representing the applicant, testified in opposition to staff
recommendation

e Sarah Andre, consultant, testified in support of staff recommendation

e Chris Applequist, Generation Housing Development and the applicant, testified in opposition to
staff recommendation

e Sarah Anderson, S. Anderson Consulting, testified in support of staff recommendation

e Adrian Iglesias, Generation Housing Development and the applicant, testified in opposition to staff
recommendation

9) Action Item 5(e) — Presentation, discussion, and possible action on an Amendment to the 2018-1
Multifamily Direct Loan Notice of Funding Availability — was presented by Ms. Holloway with additional
information from Megan Sylvester, TDHCA Federal Compliance Counsel. The Board unanimously
approved staff recommendation to approve the amendment.

10) Action Item 5(b) — Presentation, discussion, and possible action regarding the Issuance of Multifamily
Housing Revenue Bonds (Springs Apartments) Series 2018 Resolution No. 18-016 and a Determination
Notice of Housing Tax Credits — was presented by Ms. Holloway. The Board unanimously approved staff
recommendation to issue the bonds and housing tax credits.

11) Action Item 5(f) — Presentation, discussion, and possible action on a request for waiver of rules for
Brook Haven Supportive Housing (17510) — was presented by Ms. Holloway. The Board unanimously
approved a motion to table the item and asked TDHCA Real Estate Analysis staff to engage in an
underwriting analysis on the application.



e Rick Sims, the applicant, testified on the matter

12) The following public comment was made on matters other than items for which there were posted
agenda items:

¢ Joy Horak-Brown, New Hope Housing, provided information on her organization’s developments
and thanked TDHCA for previous awards
e Cynthia Bast, Locke Lord, provided information on preservation of affordable housing in Texas

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 10:26 a.m. The next
meeting is set for Thursday, March 26, 2018.

Secretary

Approved:

Chair
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action on the adoption of an Order to Correct Clerical
Mistake concerning the Agreed Final Order entered July 28, 2016, regarding Avalon Apartments
(HTC# 91036 / CMTS 954)

RECOMMENDED ACTION

WHEREAS the Board signed an Agreed Final Order with respect to Avalon
Apartments, a 75-unit apartment complex in Arlington, on July 28, 2016, assessing
penalties against the former owner, Ms. Flaza Jasaroski, owner of Avalon
Apartments, LLC (“Former Owner”), and the new owner, Dante Andrade, Manager
of Touro Enterprises LLC, as Manager for Avalon Living, LLC (“New Owner”);

WHEREAS, Former Owner was required to, and did pay a $20,000 administrative
penalty at the closing of the sale of the property, and New Owner agreed to pay the
remaining $42,000 portion of the administrative penalty, to be forgiven if all
violations were resolved by New Owner within 180 days of closing;

WHEREAS, New Owner addressed all physical (UPCS) and file monitoring
violations within the 180 days required in the Agreed Final Order, but did not timely
make certain written notifications to the Department as required in the attachments
to the Agreed Final Order, thereby placing New Owner in technical default of the
Agreed Final Otrder, triggering the requirement to pay the remaining $42,000 of the
assessed penalty;

WHEREAS, New Owner conducted a rehab of the property in 2017 and 2018
costing approximately $650,000 dollars, placing this property in compliance with
applicable rules and regulations for the first time since at least 2009, and New Owner
continues to upgrade units out of cash flow;

WHEREAS, the Board wishes to continue to encourage serious, capable buyers,
such as New Buyer, to purchase distressed affordable properties and return them to
service in the state’s available affordable housing stock; and

WHEREAS, the staff mistakenly included language in the Agreed Final Order
imposing full penalty liability on the New Owner for, among other things, non-
substantive violations of the Order, which was not the intent of the Enforcement
Committee, ot this Board,

NOW, therefore, it is hereby

RESOLVED, that the above-referenced Agreed Final Order is hereby amended, to
reflect that the remaining $42,000 penalty was not intended to be assessed against the
New Owner provided the New Owner timely addressed all existing compliance
violations, and as so amended, is hereby adopted as the order of this Board.
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BACKGROUND

In June 2017, the Enforcement Committee voted to recommend the assessment of $62,000 in
administrative penalties against the former owner of Avalon Apartments, Avalon Apartments LLC
(“Former Owner”), and the new owner of Avalon Apartments, Avalon Living LLC (“New
Owner”). Both parties signed the Agreed Final Order, and the Board signed the Agreed Final Order
on July 28, 2016. The Agreed Final Order required that the Former Owner (the party responsible
for all of the compliance violations related to the property to date) pay $20,000 of the $62,000
penalty at the closing for the sale of the property. The remaining $42,000 was to be paid by the
New Owner if the New Owner failed to complete all of the required corrective actions in a timely
manner. It should be noted that on two previous occasions the Former Owner was assessed
administrative penalties with respect to this property, but did not complete the ordered corrective
actions.

The Former Owner paid the $20,000 at the closing as required in the Order. The New Owner
timely completed its rehab of the property, costing approximately $650,000 dollars. The property is
now in compliance with all applicable standards for the first time since 2009. New Owner continues
to upgrade units out of cash flow.

Though the New Owner addressed all of the outstanding violations, it failed to comply with certain
procedural documentation/reporting requirements found in the addenda of the Otder, thereby
triggering the requirement to pay the remaining $42,000 discussed above. The New Owner
promptly addressed these issues upon being notified, and requested that it not be penalized for the
oversight.

Upon subsequent review of the language in the Final Order, and upon further with discussion with
members of the Enforcement Committee, staff believes the language did not reflect the intent of the
recommendation of the Enforcement Committee. The Committee recognizes that the Department
is interested in encouraging parties to purchase distressed properties. such as Avalon Apartments,
and bring them back into the Department’s active affordable housing portfolio.

Specifically, in this case the Legal Division did not adjust its standard ordering language to reflect
this important consideration. The Committee confirms that it did not intend for the $42,000
portion of the $62,000 penalty to be collected if the New Owner timely and completely addressed
and resolved all prior violations.

The Enforcement Committee has reviewed this proposed Order to Correct Clerical Mistake, and

agrees that it now reflects the intent of its original recommendation, and requests that the Board
enter this Order to Correct Clerical Mistake correcting the Agreed Final Order of July 28, 2016.
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ENFORCEMENT ACTION AGAINST BEFORE THE

AVALON APARTMENTS, L.L.C. WITH TEXAS DEPARTMENT OF
RESPECT TO HOUSING AND
AVALON APARTMENTS COMMUNITY AFFAIRS

) A ) ) ) A &2

(LIHTC FILE # 91036 / CMTS # 954)

ORDER TO CORRECT CLERICAL MISTAKE

On the 28" day of July, 2016, the Governing Board (“Board”) of the Texas Department of Housing
and Community Affairs (“TDHCA”) signed an order (“Agreed Final Order”) resolving an
enforcement matter against AVALON APARTMENTS, L.L.C., a Texas limited liability
corporation. The owner as of July 28, 2016, Ms. Flaza Jasaroski, and the proposed new owner of
the property, Dante Andrade, Manager of Touro Enterprises LLC, a Texas limited liability
corporation, as manager for Avalon Living LLC, a Texas limited liability company, signed the
Agreed Final Order. The transfer to the proposed New Owner was approved by the Department’s
Asset Management Division, and the sale closed on August 12, 2016.

Certain language included in the Agreed Final Order should not have been included in the ordering
paragraphs applying to the proposed new owner. The Board finds that this clerical error will work
an injustice against the new owner if not corrected, and does not satisfy the requirements of Tex.
Gov’t Code §23006.042, regarding factors to consider when assessing administrative penalties.

Upon recommendation of the Legal Division and the Enforcement Committee, the Board makes
the following findings of fact and conclusion of law, and enters this order:

FINDINGS OF FACT

1. On July 28, 2016, the Board signed the Agreed Final Order in an enforcement action against
Avalon Apartments, L.IL.C., a Texas limited liability corporation (“Property”) (HTC file No.
91036 / CMTS No. 954 / LDLD No. 102).

2.  The Agreed Final Order was signed by the former owner of Avalon Apartments, Avalon
Apartments, LLC, by its owner Flaza Jazaroski, and by the current owner, Dante Andrade,
Manager of Touro Enterprises LLC, a Texas limited liability corporation, as manager of
Avalon Living LLC, a Texas limited liability company.

3. At the time the Agreed Final Order was signed by both parties, they had already entered into
a contract for sale of Avalon Apartments to Mr. Andrade, which sale had the approval of the
Department’s Asset Management Division. Upon sale, control of Avalon Apartments, LLC
was to transfer from Ms. Jazoroski to Avalon Living LLC.

4, The Agreed Final Order included a $62,000 penalty, $20,000 of which was to be paid to the
Department at closing by the former owner, Ms. Jasaroski (who was responsible for the
existing violations) and the remaining $42,000 to be paid by the new owner, Mr. Andrade if

Page 1 of 4



he did not place Avalon Apartments in full compliance with all applicable requirements in
the Agreed Final Order within 180 days of the date of closing.

5. Mr. Andrade timely addressed all UPCS and file monitoring violations within the 180 days as
required by the Agreed Final Order, bringing the property into full compliance for the first
time since at least 2009. Many pre-existing violations could not immediately be fully
corrected during the 180 day period, and the Agreed Final Order required Mr. Andrade to
submit notices to the Department relating to those violations. Although all substantive
requirements of the Agreed Final Order were timely met, there were twelve instances of
failure to provide notice to the Department that vacant units were ready for occupancy,
three instances of not providing copies to the Department of notices of nonrenewal of leases
that had been issued to pre-existing nonqualified households, and one instance of not
providing notice to the Department that lease addenda had been signed by all households.
There were also four instances of illegible or unsigned employer verifications submitted.
Upon being notified of the problems, Mr. Andrade provided corrective documentation as
soon as the affected units were vacated by the pre-existing noncompliant households and
became available for occupancy by qualified
Low Income tenants. Although having placed the property in actual compliance with all
substantive physical and file requirements, Mr. Andrade was technically in violation of
notification requirements found in the attachments to the Agreed Final Order.

6. Because the new owner did not fully satisfy all conditions of the Agreed Final Order by
failing to notify the Department as required in the attachments to the Agreed Final Order,
the new owner was notified to pay the remaining $42,000 penalty.

7. Neither the Enforcement Committee nor the Board intended for a new owner, approved by
the Asset Management Division, to be subject to the full remaining amount of the penalty
simply for failing to timely notify the Department of its efforts to address the prior owner’s
violations that were not immediately able to be corrected, provided all prior compliance
violations were corrected.

8. Staff determined that the new owner, Mr. Dante Andrade, has complied with all substantive
terms and conditions of the Agreed Final Order and has satisfactorily addressed all prior
compliance violations.

CONCLUSIONS OF LAW

1. The Board retains jurisdiction and authority to enforce or make clerical corrections to its
final orders. Tex. Gov’t Code §§2306.041-.0503.

2. Correction of this Agreed Final Order is necessaty to assure that the penalty assessed in the
Agreed Final Order is based on the factors required to be considered in assessing a penalty
under Tex. Gov’t Code §2306.042.'

' Requires that the amount of the penalty shall be based on: (1) the seriousness of the violation, (2)
history of previous violations, (3) amount necessary to deter future violations, (4) efforts made to
correct the violation, and (5) any other matter that justice may require
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Based upon the foregoing findings of fact and conclusions of law, the Board of the Texas
Department of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that numbered paragraph 7, on page 7 of 25 of the Agreed Final
Order is amended as indicated below:

If Buyer timely 2 . es—<w 5 o ]
Order; correctsing all violations as required, the satisfactory performance under this
Order will be accepted in lieu of a $42,000 portion of the assessed administrative
penalty and that amount will be deferred and forgiven.

IT IS FURTHER ORDERED that paragraph 8, on page 7 of 25 of the Agreed Final Order is
amended as indicated below:

If Respondent or Buyer fails to timely correct all violations satisfyany-econditons-ot

otherwise—violates—any provision—of—this—Order, then the remaining administrative
penalty in the amount of $42,000 shall be immediately due and payable to the

Department. Such payment shall be made by cashier’s check payable to the “Texas
Department of Housing and Community Affairs” upon the earlier of (1) within
thirty days of the date the Department sends written notice to Respondent that it has
violated a provision of this Order.

IT IS FURTHER ORDERED that this order shall have no precedential value, and is limited to
the facts and circumstances in this contested case.

IT IS FURTHER ORDERED that the terms of this Agreed Final Order shall be published on
the TDHCA website.

(Remainder of page intentionally left blank)
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Approved by the Governing Board of TDHCA on April 26, , 2018.

By:
Name: . B. Goodwin
Title: Chair of the Board of TDHCA

By:
Name: James “Beau” Eccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26"  day of April, 2018, personally appeared
[.B. Goodwin, proved to me to be the person whose name is subscribed to the foregoing instrument

and acknowledged to me that he executed the same for the purposes and consideration therein
expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26" day of April, 2018, personally appeared
James “Beau” Eccles, proved to me to be the person whose name is subscribed to the foregoing

instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Order
concerning Westwind Village (HTC 97092 / HOME 537078 / CMTS 1747)

RECOMMENDED ACTION

WHEREAS, Westwind Village, owned by Westwind Village, a public facility
corporation and instrumentality of the Housing Authority of the City of Carrizo
Springs, Texas, as successor by merger to Westwind Village Partners, Ltd., a Texas
limited partnership (“Owner”), had uncorrected compliance findings relating to the
applicable land use restriction agreement and the associated statutory and rule
requirements;

WHEREAS, all findings that had been referred for an administrative penalty were
resolved informally before consideration by the Enforcement Committee;

WHEREAS, Owner’s representatives have agreed, subject to Board approval, to
enter into an Agreed Final Order stipulating that violations occurred, but assessing
no administrative penalty; and

WHEREAS, staff has based its recommendations for an Agreed Final Order on the
Department’s rules for administrative penalties and an assessment of each and all of
the statutory factors to be considered in assessing such penalties, applied specifically
to the facts and circumstances present in this case.

NOW, therefore, it is hereby

RESOLVED, that an Agreed Final Order assessing no administrative penalty, but
stipulating that violations occurred at Westwind Village (HTC 97092 / HOME
537078 / CMTS 1747), as presented at this meeting, but authorizing staff to make

any necessary non-substantive technical corrections, is hereby adopted as the order
of this Board.




BACKGROUND

Westwind Village, a public facility corporation and instrumentality of the Housing Authority of the
City of Carrizo Springs, Texas, as successor by merger to Westwind Village Partners, Ltd., a Texas
limited partnership (“Owner”) is the owner of Westwind Village (“Property”), a low income
apartment complex composed of 60 units, located in Carrizo Springs, Dimmit County. Records of
the Texas Secretary of State list the following members and/or officers: Alfredo Castaneda. CMTS
lists Mr. Castaneda as the primary contact for Owner and the property manager. The property is
self managed. The onsite manager is Lola Deanda.

The Property is subject to two Land Use Restriction Agreements (collectively, “LURAS”) signed in
consideration for a housing tax credit allocation in the annual amount of $407,370, and an interest
free HOME loan in the total amount of $40,000, to build and operate the Property.

Owner was previously referred for an administrative penalty in 2012, but the referral was closed
informally when full corrections were received. Owner was referred a second time for the following
violations, with the final violation being resolved on February 23, 2018, after the Enforcement
Committee deadline for avoiding the informal conference:

1. Violation for failure to implement updated utility allowance; and

2. Violation for failure to recertify three units on the sixth year of the HOME affordability
period.

It is not appropriate to close the current administrative penalty referral with a warning letter because
of the missed Committee deadline, however, full resolution was achieved before the informal
conference, and Owner has agreed to sign an Agreed Final Order assessing no administrative
penalty for noncompliance at Westwind Village, but stipulating that violations had occurred and
were not timely corrected.

Consistent with direction from the Department’s Enforcement Committee, an Agreed Final Order
stipulating that violations occurred is recommended, with no administrative penalty. This will be a
reportable item of consideration under previous participation for any new award to the principals of
the owner.



ENFORCEMENT ACTION AGAINST § BEFORE THE
WESTWIND VILLAGE PARTNERS LTD g TEXAS DEPARTMENT OF
WITH RESPECT TO § HOUSING AND
WESTWIND VILLAGE % COMMUNITY AFFAIRS
(HTC 97092 / HOME 537078 / §
CMTS 1747)
AGREED FINAL ORDER

General Remarks and official action taken:

On this 26™ day of April, 2018, the Governing Board (“Board”) of the Texas Department of
Housing and Community Affairs (“TDHCA” or “Department”) considered the matter of whether
enforcement action should be taken against WESTWIND VILLAGE, a public facility corporation
and instrumentality of the Housing Authority of the City of Carrizo Springs, Texas, as successor by
merger to Westwind Village Partners, Ltd., a Texas limited partnership (“Respondent”).

This Agreed Order is executed pursuant to the authority of the Administrative Procedure Act
(“APA”), Tex. Gov’t Code §2001.056, which authorizes the informal disposition of contested cases.
In a desire to conclude this matter without further delay and expense, the Board and Respondent
agree to resolve this matter by this Agreed Final Order. The Respondent agrees to this Order for the
purpose of resolving this proceeding only and without admitting or denying the findings of fact and
conclusions of law set out in this Order.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order:

WAIVER

Respondent acknowledges the existence of their right to request a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
order as provided by Tex. Gov’t Code § 2306.047. Pursuant to this compromise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT
[urisdiction:
1. During 1997 and 1998, respectively, Respondent was awarded an allocation of Low Income

Housing Tax Credits by the Board, in an annual amount of $407,370, along with a HOME
loan in the total amount of $40,000, to build and operate Westwind Village (“Property”)
(HTC file No. 97092 / HOME file No. 537078 /CMTS No. 1747 / LDLD No. 390).
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Respondent signed two Land Use Restriction Agreements regarding the Property, including
a Declaration of Land Use Restrictive Covenants for Low-Income Housing Credits,
effective December 9, 1999, and filed of record at Volume 274, Page 200 of the Official
Public Records of Real Property of Dimmit County, Texas (“HTC LURA”),
and a Land Use Restriction Agreement (Multifamily Properties)(HOME), effective January
28, 1999, and filed of record in the Official Public Records of Real Property of Dimmit
County, Texas (“HOME LURA”)(together, “LURAs”). In accordance with Section 2 of the
HTC LURA and Section 7.7 of the HOME LURA, the LURAs are restrictive
covenants/deed restrictions encumbering the property and binding on all successors and
assigns for the full term of the LURAs. Respondent is subject to the regulatory authority of
TDHCA.

Compliance Violations':

3.

An on-site monitoring review was conducted on March 28, 2017, to determine whether
Respondent was in compliance with LURA requirements to lease units to low income
households and maintain records demonstrating eligibility. The monitoring review found
violations of the LURA and TDHCA rules. Notifications of noncompliance were sent and a
July 11, 2017, corrective action deadline was set, however, the following violations were not
resolved before the corrective action deadline:

a. Respondent failed to properly calculate the utility allowance for the property, a
violation of 10 TAC §10.614 (Utility Allowances), which requires all developments to
establish a utility allowance. The finding was resolved on January 17, 2018, after
intervention by the Enforcement Committee.

b. Respondent failed to provide a tenant income certification and supporting
documentation, a violation of 10 TAC §10.612(c)(1) (Tenant File Requirements),
which requires developments to recertify each HOME assisted unit every sixth year
of the HOME affordability period. Recertification was not fully completed for units
309, 517, and 621. Multiple submissions were made and the violations were
ultimately resolved on February 23, 2018, after intervention by the Enforcement
Committee.

All violations listed above are considered resolved at the time of this Order.

CONCLUSIONS OF LAW

The Department has jurisdiction over this matter pursuant to Tex. Gov’t Code §§2306.041-
.0503 and 10 TAC §2.

Respondent is a “housing sponsor” as that term is defined in Tex. Gov’t Code
§2306.004(14).

1

Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at

10 TAC 88 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation. All past violations remain violations under the current
code and all interim amendments.

Page 2 of 7



3. Pursuant to IRC §42(m)(1)(B)(iii), housing credit agencies are required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

4. Respondent violated 10 TAC §10.614 in 2017 by failing to propetly calculate and implement
an updated utility allowance.

5. Respondent violated 10 TAC §10.612 in 2017 by failing to recertify three households.

6.  Because Respondent is a housing sponsor with respect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jurisdiction over Respondent
pursuant to Tex. Gov’t Code §2306.041 and §2306.267.

7. Because Respondent is a housing sponsor, TDHCA may order Respondent to perform or
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA are parties, pursuant to
Tex. Gov’t Code §2306.267.

8. Because Respondent has violated rules promulgated pursuant to Tex. Gov’t Code §
2306.053 and has violated agreements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty pursuant to Tex. Gov’t Code §2306.041.

9. Itis appropriate to assess no administrative penalty in accordance with 10 TAC §2.101

Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Department
of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent not be assessed an administrative penalty.

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 1, and obtain approval from the
Department prior to consummating a sale of the property, if contemplated.

IT IS FURTHER ORDERED that the terms of this Agreed Final Order shall be published on
the TDHCA website.

[Remainder of page intentionally blank]
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Approved by the Governing Board of TDHCA on April 26 , 2018.

By:
Name: [.B. Goodwin
Title: _Chair of the Board of TDHCA

By:
Name: James “Beau” Eccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26th day of April, 2018, personally appeared
[.B. Goodwin, proved to me to be the person whose name is subscribed to the foregoing instrument

and acknowledged to me that he executed the same for the purposes and consideration therein
expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26th day of April, 2018, personally appeared
James “Beau” Eccles, proved to me to be the person whose name is subscribed to the foregoing

instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas
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STATE OF TEXAS §
S
S

COUNTY OF

BEFORE ME, , a notary public in and for the State of ,

on this day personally appeared , known to me or proven to me
through to be the person whose name is subscribed to the foregoing

instrument, and acknowledged to me that (he/she) executed the same for the purposes and
consideration therein expressed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. T hold the office of for Respondent. I am the authorized representative
of Respondent, owner of the Property, which is subject to a Land Use Restriction Agreement
monitored by the TDHCA in the State of Texas, and I am duly authorized by Respondent to

execute this document.

3. Respondent knowingly and voluntarily enters into this Agreed Final Order, and agrees with and
consents to the issuance and service of the foregoing Agreed Order by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:

WESTWIND VILLAGE, a public facility corporation and
instrumentality of the Housing Authority of the City of
Carrizo Springs, Texas

By:

Name:

Title:

Given under my hand and seal of office this day of , 2018.

Signature of Notary Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF

My Commission Expires:
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Exhibit 1

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART' 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(a) Ownership Transfer Notification. All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, or exchange of the Development
or any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other detrimental action that put the Development at risk of failure, staff
may make a recommendation to the Boatd for the debarment of the entity and/or its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (relating to Previous Participation Reviews), prior to
recommending any new financing or allocation of credits.

(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
or other partners affiliated with the investment limited partner, or changes resulting from foreclosure wherein
the lender or financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownership of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Directot's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members or
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(c) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Executive Director approval, as set forth in subsection (b) of this section) will not be approved prior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction (for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partner,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Organizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the requirements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Non-Profit Organization that meets the requirements of §42(h)(5) of the Code and Texas
Government Code §2306.6706.
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(2) If the LURA requires ownership or material participation in ownership by a qualified non-profit
organization, but the Development did not receive Tax Credits pursuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit organization that complies with the
LURA.

(e) Historically Underutilized Business ("HUB") Organizations. If a HUB is the general patrtner of a
Development Owner and it (i) is being removed as the result of a default under the organizational documents
of the Development Owner or (ii) determines to sell its ownership interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not required to be a HUB as long as the LURA
does not require such continual ownership or a material LURA amendment is approved. Such approval can
be obtained concurrent with Board approval described herein. All such transfers must be approved by the
Board and require that the Board find that:

(1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
organizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, or would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownership and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
(f) Documentation Requited. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Parties;

(3) detailed information describing the experience and financial capacity of transferees and related parties
holding an ownership interest of 10 percent or greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day period has expired.

(g) Within five (5) business days after the date the Department receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Department's programs, LURAs and
eligibility under this chapter.

(h) Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(relating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
described in paragraphs (1) and (2) of this subsection:

(1) in cases of transfers in which the syndicator, investor or limited partner is taking over ownership of the
Development and not merely replacing the general partner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
prior to the transfer request date.

(i) Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter F of this chapter (relating to Compliance Monitoring). The Development Owner, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be attributable to the new Development Owner unless such ownership transfer is approved by the
Department.

(j) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
corresponding ownership transfer fee as outlined in §10.901 of this chapter (relating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Order
concerning Clovetleaf Apartments (HTC 70135 / CMTS 932)

RECOMMENDED ACTION

WHEREAS, Cloverleaf Apartments, owned by Irving Apartments 2017 LLC
(“Owner”), had uncorrected compliance findings relating to the applicable land use
restriction agreement and the associated statutory and rule requirements;

WHEREAS, all findings that had been referred for an administrative penalty were
resolved informally before consideration by the Enforcement Committee;

WHEREAS, Owner’s representatives have agreed, subject to Board approval, to
enter into an Agreed Final Order stipulating that violations occurred, but assessing
no administrative penalty; and

WHEREAS, staff has based its recommendations for an Agreed Final Order on the
Department’s rules for administrative penalties and an assessment of each and all of
the statutory factors to be considered in assessing such penalties, applied specifically
to the facts and circumstances present in this case.

NOW, therefore, it is hereby

RESOLVED, that an Agreed Final Order, assessing no administrative penalty, but
stipulating that violations occurred at Clovetleaf Apartments (HTC 70135 / CMTS
932), as presented at this meeting, but authorizing staff to make any necessary non-
substantive technical corrections, is hereby adopted as the order of this Board.




BACKGROUND

Irving Apartments 2017 LLC, a Texas limited liability company (“Owner”), is the owner of
Cloverleaf Apartments (“Property”), a low income apartment complex composed of 51 units,
located in the City of Irving, Dallas County. Records of the Texas Secretary of State list the
following managing members: Sam Retter and Yaacov Hanover. CMTS lists Sam Retter as the
primary contact for Owner. The Property is self managed by Mr. Retter.

The Property is subject to a Land Use Restriction Agreement (“LURA”) signed by a prior owner in
1990 in consideration for a housing tax credit allocation in the amount of $38,319 to rehabilitate and
operate the Property. The current Owner acquired the property in 2017 and did not receive prior
Department approval, but the LURA remains in effect per Section 2 of the LURA which stipulates
that its restrictions run with the land. The ownership transfer was later approved by the Department
on February 5, 2018.

The current Owner has no history of administrative penalty referrals, but was referred for an
administrative penalty after failing to correct the following violations:

1. Failure to implement an updated utility allowance for the property;

2. Tailure to maintain a compliant Affirmative Marketing Plan and evidence of associated
marketing efforts; and

3. Failure to maintain complete written policies and procedures, including tenant selection
criteria.

The violations were referred for an administrative penalty and extensive technical support was
provided by the Compliance Division and Legal Division. Ultimately, the final violation was
resolved on December 12, 2017, after the Enforcement Committee deadline for avoiding the
informal conference. It is not appropriate to close the administrative penalty referral with a warning
letter because of the missed Committee deadline, however, full resolution was achieved before the
informal conference, and Owner has agreed to sign an Agreed Final Order assessing no
administrative penalty for noncompliance at Cloverleaf Apartments, but stipulating that violations
had occurred and were not timely corrected. The Agreed Final Order was not presented to the
Board previously because staff was waiting to ensure that the ownership transfer request for current
ownership was approved before finalizing the Agreed Final Order. The ownership transfer was
approved on February 5, 2018.

Consistent with direction from the Department’s Enforcement Committee, an Agreed Final Order
stipulating that violations occurred is recommended, with no administrative penalty. This will be a
reportable item of consideration under previous participation for any new award to the principals of
the Owner.



ENFORCEMENT ACTION AGAINST § BEFORE THE
IRVING APARTMENTS 2017 LL.C g TEXAS DEPARTMENT OF
WITH RESPECT TO § HOUSING AND
CLOVERLEAF APARTMENTS % COMMUNITY AFFAIRS
(HTC FILE # 70135 / CMTS # 932) §
AGREED FINAL ORDER

General Remarks and official action taken:

On this 26™ day of April, 2018, the Governing Board (“Board”) of the Texas Department of
Housing and Community Affairs (“TDHCA” or “Department”) considered the matter of whether
enforcement action should be taken against IRVING APARTMENTS 2017 LLC, a Texas limited
liability company (“Respondent”).

This Agreed Otrder is executed pursuant to the authority of the Administrative Procedure Act
(“APA”), Tex. Gov’t Code §2001.056, which authorizes the informal disposition of contested cases.
In a desire to conclude this matter without further delay and expense, the Board and Respondent
agree to resolve this matter by this Agreed Final Order. The Respondent agrees to this Order for the
purpose of resolving this proceeding only and without admitting or denying the findings of fact and
conclusions of law set out in this Order.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order:

WAIVER

Respondent acknowledges the existence of their right to request a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
otder as provided by Tex. Gov’t Code § 2306.047. Pursuant to this compromise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT
[urisdiction:
1. During 1990, Cloverleaf J-V (“Respondent”) was awarded an allocation of Low Income

Housing Tax Credits by the Board, in an annual amount of $38,319 to rehabilitate Cloverleaf
Apartments (“Property”) (HTC file No. 70135 / CMTS No. 932 / LDLD No. 381).

2. Respondent signed a land use restriction agreement (“LURA”) regarding the Property. The
LURA was effective October 20, 1992, and filed of record at Volume 92211, Page 2793 of
the Official Public Records of Real Property of Dallas County, Texas (“Records”.
In accordance with Section 2 of the LURA, the LURA is a restrictive covenant/deed
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4.

restriction encumbering the property and binding on all successors and assigns for the full
term of the LURA.

Respondent purchased the Property on April 7, 2017 and is bound to the terms of the
LURA in accordance with Section 2 thereof.

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations':

5.

An on-site monitoring review was conducted on June 30, 2016, to determine whether the
property was in compliance with LURA requirements to lease units to low income
households and maintain records demonstrating eligibility. The monitoring review found
violations of the LURA and TDHCA rules. Notification of noncompliance was sent on
April 12, 2017, and a July 11, 2017, corrective action deadline was set, however, the
following violations were not corrected by Respondent before the corrective action deadline:

a. Respondent failed to implement an updated utility allowance for the property, a
violation of 10 TAC §10.614 (Utility Allowances), which requires all developments to
establish a utility allowance. The violation was resolved on December 1, 2017, after
intervention by the Enforcement Committee.

b. Respondent failed to provide a compliant affirmative marketing plan, a violation of
10 TAC §10.617 (Affirmative Marketing), which requires developments to maintain
an affirmative marketing plan that meets minimum requirements and to distribute
marketing materials to selected marketing organizations that reach groups identified
as least likely to apply and to the disabled. The violation was resolved on December
12, 2017, after intervention by the Enforcement Committee.

c. Respondent failed to maintain written tenant selection criteria, a violation of 10 TAC
§10.610 (Written Policies and Procedures), which requires all developments to
establish written tenant selection criteria that meet minimum TDHCA requirements.
The violation was resolved on December 12, 2017, after intervention by the
Enforcement Committee.

All violations listed above are considered resolved at the time of this Ordet.

CONCLUSIONS OF LAW

The Department has jurisdiction over this matter pursuant to Tex. Gov’t Code §§2306.041-
.0503 and 10 TAC §2.

Respondent is a “housing sponsor” as that term is defined in Tex. Gov’t Code
§2306.004(14).

1

Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at

10 TAC 88 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation. All past violations remain violations under the current
code and all interim amendments.

Page 2 of 7



3. Pursuant to IRC §42(m)(1)(B)(iii), housing credit agencies are required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

4. Respondent violated 10 TAC §10.614 by failing to implement an updated utility allowance.

5. Respondent violated 10 TAC §10.617 by failing to provide a complete affirmative marketing
plan.

6.  Respondent violated 10 TAC §10.610 by not maintaining written tenant selection criteria
meeting TDHCA requirements.

7. Because Respondent is a housing sponsor with respect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jurisdiction over Respondent
pursuant to Tex. Gov’t Code §2306.041 and §2306.267.

8. Because Respondent is a housing sponsor, TDHCA may order Respondent to perform or
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA are parties, pursuant to
Tex. Gov’t Code §2306.267.

9. Because Respondent has violated rules promulgated pursuant to Tex. Gov’t Code
§ 2306.053 and has violated agreements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty pursuant to Tex. Gov’t Code §2306.041.

10.  Itis appropriate to assess no administrative penalty in accordance with 10 TAC §2.101.

Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Department
of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent not be assessed an administrative penalty.

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 1, and obtain approval from the
Department prior to consummating a sale of the property, if contemplated.

IT IS FURTHER ORDERED that the terms of this Agreed Final Order shall be published on
the TDHCA website.

[Remainder of page intentionally blank]
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Approved by the Governing Board of TDHCA on April 26, , 2018.

By:
Name: [.B. Goodwin
Title: _Chair of the Board of TDHCA

By:
Name: James “Beau” Eccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26th day of April, 2018, personally appeared
[.B. Goodwin, proved to me to be the person whose name is subscribed to the foregoing instrument

and acknowledged to me that he executed the same for the purposes and consideration therein
expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26th day of April, 2018, personally appeared
James “Beau” Eccles, proved to me to be the person whose name is subscribed to the foregoing

instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas

Page 4 of 7



STATE OF TEXAS §
S
S

COUNTY OF

BEFORE ME, , a notary public in and for the State of ,

on this day personally appeared , known to me or proven to me
through to be the person whose name is subscribed to the foregoing

instrument, and acknowledged to me that (he/she) executed the same for the purposes and
consideration therein expressed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. T hold the office of for Respondent. I am the authorized representative
of Respondent, owner of the Property, which is subject to a Land Use Restriction Agreement
monitored by the TDHCA in the State of Texas, and I am duly authorized by Respondent to

execute this document.

3. Respondent knowingly and voluntarily enters into this Agreed Final Order, and agrees with and
consents to the issuance and service of the foregoing Agreed Order by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:
IRVING APARTMENTS 2017 LLC, Texas limited liability
company
By:
Name:
Title:
Given under my hand and seal of office this day of , 2018.

Signature of Notary Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF

My Commission Expires:
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Exhibit 1

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART' 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(a) Ownership Transfer Notification. All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, or exchange of the Development
or any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other detrimental action that put the Development at risk of failure, staff
may make a recommendation to the Boatd for the debarment of the entity and/or its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (relating to Previous Participation Reviews), prior to
recommending any new financing or allocation of credits.

(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
or other partners affiliated with the investment limited partner, or changes resulting from foreclosure wherein
the lender or financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownership of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Directot's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members or
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(c) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Executive Director approval, as set forth in subsection (b) of this section) will not be approved prior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction (for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partner,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Organizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the requirements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Non-Profit Organization that meets the requirements of §42(h)(5) of the Code and Texas
Government Code §2306.6706.
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(2) If the LURA requires ownership or material participation in ownership by a qualified non-profit
organization, but the Development did not receive Tax Credits pursuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit organization that complies with the
LURA.

(e) Historically Underutilized Business ("HUB") Otrganizations. If a HUB is the general pattner of a
Development Owner and it (i) is being removed as the result of a default under the organizational documents
of the Development Owner or (ii) determines to sell its ownership interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not required to be a HUB as long as the LURA
does not require such continual ownership or a material LURA amendment is approved. Such approval can
be obtained concurrent with Board approval described herein. All such transfers must be approved by the
Board and require that the Board find that:

(1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
organizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, or would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownership and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
(f) Documentation Requited. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Parties;

(3) detailed information describing the experience and financial capacity of transferees and related parties
holding an ownership interest of 10 percent or greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day period has expired.

(g) Within five (5) business days after the date the Department receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Department's programs, LURAs and
eligibility under this chapter.

(h) Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(relating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
described in paragraphs (1) and (2) of this subsection:

(1) in cases of transfers in which the syndicator, investor or limited partner is taking over ownership of the
Development and not merely replacing the general partner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
prior to the transfer request date.

(i) Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter F of this chapter (relating to Compliance Monitoring). The Development Owner, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be attributable to the new Development Owner unless such ownership transfer is approved by the
Department.

(j) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
corresponding ownership transfer fee as outlined in §10.901 of this chapter (relating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Order
concerning Lexington Square Apartments (HTC Exchange File # 1509009910 / CMTS # 4493)

RECOMMENDED ACTION

WHEREAS, Lexington Square Apartments, owned by NHDC Lexington Square
Apartments, LP, a Texas limited partnership (“Owner”), had uncorrected
compliance findings relating to the applicable land use restriction agreement and the
associated statutory and rule requirements;

WHEREAS, all findings that had been referred for an administrative penalty were
resolved informally before consideration by the Enforcement Committee;

WHEREAS, Owner’s representatives have agreed, subject to Board approval, to
enter into an Agreed Final Order stipulating that violations occurred, and assessing
no administrative penalty; and

WHEREAS, staff has based its recommendations for an Agreed Final Order on the
Department’s rules for administrative penalties and an assessment of each and all of
the statutory factors to be considered in assessing such penalties, applied specifically
to the facts and circumstances present in this case.

NOW, therefore, it is hereby

RESOLVED, that an Agreed Final Order, assessing no administrative penalty, but
stipulating that violations occurred at Lexington Square Apartments (HTC Exchange
File # 1509009910 / CMTS # 4493), as presented at this meeting, but authorizing
staff to make any necessary non-substantive technical corrections, is hereby adopted
as the order of this Board.




BACKGROUND

NHDC Lexington Square Apartments, LP (“Owner”) is the owner of Lexington Square
(“Property”), a low income apartment complex composed of 80 units, located in the City of
Angleton, Brazoria County. Records of the Texas Secretary of State list the following members
and/or officers: Sebastiano Sterpa (Director), Armando ] Bucelo Jr (Ditrector), Gaven Clingham
(Director), G. Allan Kingston (Director), Laura Kuhns (Director, Stephan Larson (Director),
Andrew Wright (Director), James Cashion (Director), Steven PonTell (President), Philip Nelson Lee
(Secretary), Mike Finn (Treasurer), Joe Thigpen (Director). CMTS lists Michael Finn as the primary
contact for Owner, and he identifies himself as the Chief Financial Officer. The property is self
managed via National Community Renaissance of CA, with Daniel Lorraine listed in CMTS as its
primary contact. The onsite manager is Lolita White.

The Property is subject to a Land Use Restriction Agreement (“LURA”) signed in consideration for
a housing tax credit exchange subaward in the aggregate amount of $2,997,690 to rehabilitate and
operate the Property.

Owner was previously referred for an administrative penalty, but the referral was closed informally
when full corrections were received. Owner was referred again during 2017 for the following
violations:

1. Failure to maintain a compliant Affirmative Marketing Plan and evidence of associated
marketing efforts;

2. Tailure to provide evidence of corporate good standing and material participation by a
qualified nonprofit; and

3. Failure to provide evidence that six supportive services were being provided.

Corrections were received after the deadline for the Enforcement Committee to receive
documentation to be considered at its informal conference. The Compliance Division was able to
review the late corrective documentation before the informal conference, and it was found to
resolve all violations listed above. It is not appropriate to close the current administrative penalty
referral with a warning letter because of the referral history and because corrections were received
after a Committee deadline, however, corrective documentation was received before the informal
conference to address all violations, and Owner has agreed to sign an Agreed Final Order assessing
no administrative penalty for noncompliance at Lexington Square, but stipulating that violations had
occurred and were not timely corrected.

Consistent with direction from the Department’s Enforcement Committee, an Agreed Final Order
stipulating that violations occurred is recommended, with no administrative penalty. This will be a
reportable item of consideration under previous participation for any new award to the principals of
the owner.



ENFORCEMENT ACTION AGAINST § BEFORE THE
NHDC LEXINGTON SQUARE g TEXAS DEPARTMENT OF
APARTMENTS, LP WITH RESPECT TO § HOUSING AND
LEXINGTON SQUARE % COMMUNITY AFFAIRS
(HTC EXCHANGE FILE # 1509009910 / §
CMTS # 4493)
AGREED FINAL ORDER

General Remarks and official action taken:

On this 26™ day of April, 2018, the Governing Board (“Board”) of the Texas Department of
Housing and Community Affairs (“TDHCA” or “Department”) considered the matter of whether
enforcement action should be taken against NHDC LEXINGTON SQUARE APARTMENTS,
LP, a Texas limited partnership (“Respondent”).

This Agreed Order is executed pursuant to the authority of the Administrative Procedure Act
(“APA”), Tex. Gov’t Code §2001.056, which authorizes the informal disposition of contested cases.
In a desire to conclude this matter without further delay and expense, the Board and Respondent
agree to resolve this matter by this Agreed Final Order. The Respondent agrees to this Order for the
purpose of resolving this proceeding only and without admitting or denying the findings of fact and
conclusions of law set out in this Order.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order:

WAIVER

Respondent acknowledges the existence of their right to request a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
otder as provided by Tex. Gov’t Code § 2306.047. Pursuant to this compromise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT
[urisdiction:
1. During 2007, Respondent was awarded an allocation of Low Income Housing Tax Credits

by the Board. In 2010, Respondent exchanged the original allocation of credits, entering into
a Tax Credit Exchange Subaward Agreement for the aggregate amount of $2,997,690, to
rehabilitate and operate Lexington Squate (“Property”) (HTC file No. 1509009910 / CMTS
No. 4493 / LDLD No. 334).
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3.

Respondent signed a land use restriction agreement (“LURA”) regarding the Property. The
LURA was effective July 13, 2010, and filed of record at Document Number 20100032168
of the Official Public Records of Real Property of Brazoria County, Texas (“Records”), as
amended by a First Amendment executed on September 12, 2012, and filed in the Records
at Document Number 2012041423.

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations':

4.

0.

A Fair Housing Team review was conducted on August 11, 2017, to determine whether
Respondent was in compliance with requirements to affirmatively market to demographic
groups that are considered least likely to apply. The review found that Respondent failed to
provide a compliant affirmative marketing plan, a violation of 10 TAC §10.617 (Affirmative
Marketing), which requires developments to maintain an affirmative marketing plan that
meets minimum requirements and to distribute marketing materials to selected marketing
organizations that reach groups identified as least likely to apply and to the disabled.
Notifications of noncompliance were sent and a November 9, 2017, corrective action
deadline was set, however, the affirmative marketing violations were not corrected before
the corrective action deadline. The violation was resolved on March 13, 2018, after
intervention by the Enforcement Committee.

An on-site monitoring review was conducted on August 17, 2017, to determine whether
Respondent was in compliance with LURA requirements to lease units to low income
households and maintain records demonstrating eligibility. The monitoring review found
violations of the LURA and TDHCA rules. Notifications of noncompliance were sent and a
November 29, 2017, corrective action deadline was set, however, the following violations
were not corrected before the corrective action deadline:

a. Respondent failed to provide evidence of corporate good standing and material
participation by a qualified nonprofit, a violation of 10 TAC §10.620 which outlines
requirements for material participation and a violation of Appendix A of the LURA
which requires a qualified nonprofit to control the property and materially participate
in its operation and development, as defined by Section 469(h) of the Internal
Revenue Code. The violation was resolved on March 8, 2018, after intervention by
the Enforcement Committee; and

b. Respondent failed to provide evidence that six supportive services were being
provided, a violation of 10 TAC §10.619 which outlines requirements for supportive
services, and a violation of Appendix A of the LURA which provides a list of
potential services that could be performed. At the time of the monitoring review,
evidence had only been maintained for five services. The violation was resolved on
February 23, 2018, after intervention by the Enforcement Committee.

All violations listed above are considered resolved at the time of this Order.

1

Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at

10 TAC 88 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation. All past violations remain violations under the current
code and all interim amendments.
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CONCLUSIONS OF LAW

1. The Department has jurisdiction over this matter pursuant to Tex. Gov’t Code §§2306.041-
.0503 and10 TAC §2.

2. Respondent is a “housing sponsor” as that term is defined in Tex. Gov’t Code
§2306.004(14).

3. Pursuant to IRC §42(m)(1)(B)(iii), housing credit agencies are required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

4. Respondent violated 10 TAC §10.617 in 2017, by failing to provide a fully compliant
affirmative marketing plan.

5. Respondent violated 10 TAC §10.620 and Appendix A of the LURA in 2017, by failing to
provide evidence of corporate good standing and material participation by a qualified
nonprofit organization.

6.  Respondent violated 10 TAC §10.619 and Appendix A of the LURA in 2017, by failing to
provide evidence that six supportive services had been provided.

7. Because Respondent is a housing sponsor with respect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jurisdiction over Respondent
pursuant to Tex. Gov’t Code §2306.041 and §2306.267.

8.  Because Respondent is a housing sponsor, TDHCA may order Respondent to perform or
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA are parties, pursuant to
Tex. Gov’t Code §23006.267.

9. Because Respondent has violated rules promulgated pursuant to Tex. Gov’t Code §
2306.053 and has violated agreements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty pursuant to Tex. Gov’t Code §2306.041.

10.  Itis appropriate to assess no administrative penalty in accordance with 10 TAC §2.101.

[Remainder of page intentionally blank]
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Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Department
of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent not be assessed an administrative penalty.

IT IS FURTHER ORDERED that Respondent shall follow the requitements of
10 TAC §10.406, a copy of which is included at Exhibit 1, and obtain approval from the
Department prior to consummating a sale of the property, if contemplated.

IT IS FURTHER ORDERED that the terms of this Agreed Final Order shall be published on
the TDHCA website.

[Remainder of page intentionally blank]
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Approved by the Governing Board of TDHCA on April 26, , 2018.

By:
Name: [.B. Goodwin
Title: _Chair of the Board of TDHCA

By:
Name: James “Beau” Eccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26th day of April, 2018, personally appeared
[.B. Goodwin, proved to me to be the person whose name is subscribed to the foregoing instrument

and acknowledged to me that he executed the same for the purposes and consideration therein
expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 26th day of April, 2018, personally appeared
James “Beau” Eccles, proved to me to be the person whose name is subscribed to the foregoing

instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas
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STATE OF TEXAS §
S
S

COUNTY OF

BEFORE ME, , a notary public in and for the State of ,

on this day personally appeared , known to me or proven to me
through to be the person whose name is subscribed to the foregoing

instrument, and acknowledged to me that (he/she) executed the same for the purposes and
consideration therein expressed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. T hold the office of for Respondent. I am the authorized representative
of Respondent, owner of the Property, which is subject to a Land Use Restriction Agreement
monitored by the TDHCA in the State of Texas, and I am duly authorized by Respondent to

execute this document.

3. Respondent knowingly and voluntarily enters into this Agreed Final Order, and agrees with and
consents to the issuance and service of the foregoing Agreed Order by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:

NHDC LEXINGTON SQUARE APARTMENTS, LP,
a Texas limited partnership

By:

Name:

Title:

Given under my hand and seal of office this day of , 2018.

Signature of Notary Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF

My Commission Expires:
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Exhibit 1

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART' 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(a) Ownership Transfer Notification. All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, or exchange of the Development
or any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other detrimental action that put the Development at risk of failure, staff
may make a recommendation to the Boatd for the debarment of the entity and/or its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (relating to Previous Participation Reviews), prior to
recommending any new financing or allocation of credits.

(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
or other partners affiliated with the investment limited partner, or changes resulting from foreclosure wherein
the lender or financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownership of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Directot's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members or
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(c) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Executive Director approval, as set forth in subsection (b) of this section) will not be approved prior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction (for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partner,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Organizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the requirements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Non-Profit Organization that meets the requirements of §42(h)(5) of the Code and Texas
Government Code §2306.6706.
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(2) If the LURA requires ownership or material participation in ownership by a qualified non-profit
organization, but the Development did not receive Tax Credits pursuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit organization that complies with the
LURA.

(e) Historically Underutilized Business ("HUB") Organizations. If a HUB is the general patrtner of a
Development Owner and it (i) is being removed as the result of a default under the organizational documents
of the Development Owner or (ii) determines to sell its ownership interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not required to be a HUB as long as the LURA
does not require such continual ownership or a material LURA amendment is approved. Such approval can
be obtained concurrent with Board approval described herein. All such transfers must be approved by the
Board and require that the Board find that:

(1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
organizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, or would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownership and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
(f) Documentation Requited. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Parties;

(3) detailed information describing the experience and financial capacity of transferees and related parties
holding an ownership interest of 10 percent or greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day period has expired.

(g) Within five (5) business days after the date the Department receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Department's programs, LURAs and
eligibility under this chapter.

(h) Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(relating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
described in paragraphs (1) and (2) of this subsection:

(1) in cases of transfers in which the syndicator, investor or limited partner is taking over ownership of the
Development and not merely replacing the general partner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
prior to the transfer request date.

(i) Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter F of this chapter (relating to Compliance Monitoring). The Development Owner, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be attributable to the new Development Owner unless such ownership transfer is approved by the
Department.

(j) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
corresponding ownership transfer fee as outlined in §10.901 of this chapter (relating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518

Page 8 of 8



1t



BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action on the Program Year (“PY”) 2018 Department of Energy
(“DOE”) Weatherization Assistance Program (“WAP”) State Plan and Awards exclusive of the 2018 Health
and Safety Plan

RECOMMENDED ACTION

WHEREAS, the Department develops and submits a State Plan to DOE each year to
administer the WAP;

WHEREAS, the Draft PY 2018 DOE WAP State Plan to include the 2018 Health and
Safety Plan was approved for release for public comment at the Board meeting of February
22, 2018;

WHEREAS, the public comment period was open from March 9, 2018, to March 28, 2018,
wherein no public comment was received,;

WHEREAS, technical corrections from DOE were received and are reflected in the DOE
WAP State Plan and Awards therein;

WHEREAS, consistent with DOE requirements (10 CFR §440.17) and as permitted by
Tex. Gov’t Code §2110.005 and 10 TAC §6.408, the Weatherization Assistance Program
Policy Advisory Council met on Wednesday, March 28, 2018, by conference call, and upon
review and discussion, recommended in favor of the Plan;

WHEREAS, the Department has prepared the Final PY 2018 DOE WAP State Plan
exclusive of the 2018 Health and Safety Plan, including a list of the entities to be awarded

funds and the proposed award amounts based on the formula contained in 10 TAC §6.404,
Distribution of WAP Funds for submission to the DOE;

WHEREAS, the 2018 Health and Safety Plan will be re-released for public comment in a
separate Board action during this Board meeting; and

WHEREAS, the Department expects to receive Program Year PY 2018 DOE WAP funds
in the amount of $6,067,254, in addition to $1,200,000 in 2017 carryover funds;

NOW, therefore, it is hereby
RESOLVED, that the PY 2018 DOE WAP State Plan exclusive of the Health and Safety

Plan, including associated awards in the form presented to this meeting, is hereby approved
with authority to make non-substantive technical and grammatical edits and corrections
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including the clarification that where “staff” is indicated the clause be noted as “Executive
Director, or designee;”

FURTHER RESOLVED, that the Executive Director and his designees and each of them
be and they hereby are authorized, empowered, and directed, for and on behalf of the
Department to submit such plan, together with such grammatical and non-substantive
technical corrections as they may deem necessary or advisable, to DOE,;

FURTHER RESOLVED, that the awards of PY 2018 DOE WAP funds in the amount of
$6,642,954 as indicated in plan Section IV.1 Subgrantees, be and are hereby approved as
described therein; and

FURTHER RESOLVED, that subsequent 2018 DOE WAP funds received and 2017
carryover funds will be similarly awarded in accordance with the approved method and
formula or as needed to accommodate full utilization of funds among only those providers
with ability to expend additional funds.

BACKGROUND

A draft of the 2018 DOE WAP State Plan was approved at the Board meeting of February 22, 2018, for
release for public comment. The Draft Plan, which includes the Health and Safety Plan, and announcement
of a public hearing was made available on the Department’s website and by listserv email distribution, on
Thursday, February 22, 2018. The Department conducted a public hearing on Tuesday, March 27, 2018, at
5:00 p.m. Austin local time at Department headquarters in Austin. The public comment period closed at
5:00 p.m. Austin local time on Wednesday, March 28, 2018. No public comment was received; however,
comments were received from DOE which included administrative, technical, and clarification corrections.
Administrative corrections were related to ensuring that attachments are reviewed and submitted with the
Plan. Technical corrections were related to budgeting and budget justification, production estimates, and
grammatical corrections. Clarification corrections were related to an analysis of past and future
weatherization expenditure and performance and steps for improvement.

DOE regulations also require a Weatherization Assistance Program Policy Advisory Council (“WAP PAC”)
be designated in the Plan in order to provide guidance and comment on the plan. The WAP PAC members
are appointed by the Department and broadly represent organizations and agencies throughout the State
that represent low-income persons.

The WAP PAC meeting occurred on Wednesday, March 28, 2018, by conference call. After receiving an
overview of the Weatherization Assistance Program and the Draft PY 2018 DOE WAP State Plan from
Department staff, members reviewed and discussed the Plan and public comment, and all present members
expressed support for the Plan.

Since the release of the Plan for public comment on February 22, 2018, Department staff became aware of
new guidance from DOE regarding the Health and Safety Plan. To ensure that Plan is compliant, revisions
are being made to the version that had originally been presented to the Board on February 22, 2018.
Therefore, in a separate Board action at this Board meeting, the Department is requesting Board approval to
re-release the 2018 Health and Safety Plan for public comment.
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DOE Weatherization funding provides for the installation of weatherization measures to increase energy
efficiency of a home including caulking, weather-stripping, adding ceiling, wall, and floor insulation,
patching holes in the building envelope, duct work, and repair or replacement of energy inefficient heating
and cooling systems. Additionally, the funds allow for Subgrantees to complete financial audits, household
energy audits, outreach and engagement activities, and program administration. Further, funding provides
for State administration and State training and technical assistance activities.

For PY 2018, of the $7,267,254 (DOE issued funds in addition to 2017 carryover funds), $6,642,954 will be
distributed to Subrecipients as listed in the table below while the remaining $624,300 will be allocated to the
Department’s administrative and training and technical assistance functions.

The Plan includes awards of funds to entities.

The Previous Participation Rule (10 TAC, Chapter 1, Subchapter C, §1.302) includes a review of DOE
WAP awards prior to contract execution. The review has been performed and awards are recommended by
the Executive Award Review and Advisory Committee (“EARAC”) with conditions for the following
entities:

Agency EARAC Recommendation Status

City of Fort Worth Approved conditioned upon resolving the open findings identified
during the February 28, 2018 monitoring report. The condition must
be met prior to the contract execution but not to exceed 90 days
from Board approval.

Nueces County Approved conditioned upon having all weatherization staff

Community Action successfully complete the already scheduled training with the

Agency Department on April 19-20, 2018. This condition must be met prior
to the contract execution, but not to exceed 90 days from Board
approval.

Texoma Council of Approved conditioned upon having all weatherization staff schedule

Governments a training with the Department. This condition must be met prior to
the contract execution, but not to exceed 90 days from Board
approval.

PY 2018 Department of Energy (“DOE”) Weatherization Assistance Program (“WAP”) Awards

SUBRECIPIENT Award ($)
1 | Alamo Area Council of Governments 553,705
2 | BakerRipley# 848,451
3 | Big Bend Community Action Committee 89,177
4 | Brazos Valley Community Action Program 218,033
5 | City of Fort Worth* 324,310
6 | Combined Community Action, Inc. 140,851
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* - See condition to award noted in table above
#+ - EARAC has not yet made a recommendation for this award. This action will be taken at a subsequent

meeting.

# - Notes to the Board from EARAC:

7 | Community Action Committee of Victoria Texas 196,654
8 | Community Action Corporation of South Texas 756,140
9 | Community Council of South Central Texas, Inc. 128,486
10 | Concho Valley Community Action Agency 116,339
11 | Dallas County Health and Human Services# 533,267
12 | Economic Opportunities Advancement Corporation## 184,925
13 | El Paso Community Action Program, Project Bravo# 301,284
Area currently served by the Greater East Texas Community Action

14 | Program** 621,473
15 | Hill Country Community Action Association, Inc. 175,763
16 | Nueces County Community Action Agency* 103,738
17 | Panhandle Community Services 179,147
18 | Rolling Plains Management Corporation 282,681
19 | South Plains Community Action Association, Inc. 161,881
20 | Texoma Council of Governments* 351,450
21 | Travis County Health and Human Services and Veterans Services# 198,024
22 | West Texas Opportunities 177,175
Total $6,642,954

BakerRipley is recommended for award, but still is resolving findings identified in the single

audit to Department satisfaction prior to contract execution.

Dallas County Health and Human Services is recommended for award, but still is submitting

their disclosure of litigation to the Department prior to contract execution.

Economic Opportunities Advancement Corporation is recommended for award, but still is
resolving findings identified in the single audit to Department satisfaction prior to contract

execution.

El Paso Community Action Program, Project Bravo is recommended for award, but still is
resolving findings related to an incomplete CSBG Board structure (unrelated to WAP for which

this award was approved).

Travis County Health and Human Services and Veterans Services is recommended for award,
but still is submitting their disclosure of litigation to the Department prior to contract execution.
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OMB Number: 4040-004
Expiration Date: 10/31/2019

APPLICATION FOR FEDERAL ASSISTANCE SF-424

Version 02

1. Type of Submission: 2. Type of Application:

|:| Preapplication I:l New
IZ| Application Continuation

I:l Changed/Corrected Application I:l Revision

If Revision, select appropriate letter(s)

Other (specify):

3. Date Received

4. Applicant Identifier:

5a. Fed Entity Identifier:

5b. Federal Award Identifier:
DE-EE0007952

State Use Only:

6. Date Received by State: 07/01/2018

7. State Application Identifier:

TX-W-200

8. APPLICANT INFORMATION:

a. Legal Name: State of Texas

b. Employer/Taxpayer Identification Number (EIN/TIN):

c. Organizational DUNS:

742610542 806781902

d. Address:

Street 1: P.O. BOX 13941

Street 2:

City: Austin

County:

State: TX

Province:

Country: US.A.

Zip / Postal Code: 787113941

e. Organizational Unit:

Department Name:

Texas Department of Housing and Community Affairs

Division Name:

Community Affairs Division

f. Name and contact information of person to be contacted on matters involving this application:

Prefix: Mr First Name: Michael
Middle Name:

Last Name: DeYoung

Suffix:

Title: Community Affairs Division Director

Organizational Affiliation: Texas Dept. of Housing and Community Affairs

Telephone Number: 5124752125

Fax Number:

5124753935

Email: michael.devouna@tdhca.state.tx.us




OMB Number: 4040-004
Expiration Date: 10/31/2019

APPLICATION FOR FEDERAL ASSISTANCE SF-424

Version 02

9. Type of Applicant:

A State Government

10. Name of Federal Agency:

U. S. Department of Energy

11. Catalog of Federal Domestic Assistance Number:

81.042
CFDATitle:

Weatherization Assistance Program

12. Funding Opportunity Number:
DE-WAP-0002018

Title:

2018 Weatherization Assistance Program Funding

13. Competition Identification Number:

Title:

14. Areas Affected by Project (Cities, Counties, States, etc.):

Statewide

15. Descriptive Title of Applicant's Project:

Provide Statewide Weatherization Assistance




OMB Number: 4040-004
Expiration Date: 10/31/2019

APPLICATION FOR FEDERAL ASSISTANCE SF-424

Version 02

16.Congressional District Of:

a. Applicant: Texas Congressional District 01 b. Program/Project: TX-Statewide

Attach an additional list of Program/Project Congressional Districts if needed:

17. Proposed Project:
a. Start Date: ~ 07/01/2018 b. End Date: 06/30/2019

18. Estimated Funding ($):

a. Federal 6,067,254.00
b. Applicant 0.00
c. State 0.00
d. Local 0.00
e. Other 0.00
f. Program Income 0.00
g. TOTAL 6,067,254.00

19. Is Application subject to Review By State Under Executive Order 12372 Process?:

D a. This application was made available to the State under the Executive Order 12372 Process for review on:
D b. Program is subject to E.O. 12372 but has not been selected by the State for review.

c. Program is not covered by E.O. 12372

20. Is the applicant Delinquent On Any Federal Debt? (If "Yes", provide explanation)

No

21. By signing this application, | certify (1) to the statements contained in the list of certifications** and (2) that the statements
herein are true, complete and accurate to the best of my knowledge. | also provide the required assurances** and agree to
comply with any resulting terms if | accept an award. | am aware that any false, fictitious, or fraudulent statements or claims
may subject me to criminal, civil, or administrative penalties. (U.S. Code Title 218, Section 1001)

|:| | AGREE

** The list of certifications and assurances, or an internet site where you may obtain this list, is contained in the announcement or agency
specific instructions.

Authorized Representative:

Prefix: Mr First Name: Timothy

Middle Name: K.

Last Name: Irvine

Suffix:

Title: Executive Director

Telephone Number: 5124753296 Fax Number: 5124753858

Email: tim.irvine@tdhca.state.tx.us

Signature of Authorized Representative: Date Signed:

Authorized for Local Reproduction

Standard Form 424 (Revised 10/2005)
Prescribed by OMB Circular A-102




OMB Approval No. 0348-0044

BUDGET INFORMATION - Non-Construction Programs

1. Program/Project Identification No.

2. Program/Project Title

EE0007952 Weatherization Assistance Program

3. Name and Address State of Texas 4. Program/Project Start Date 07/01/2018
P.0. BOX 13941
Austin, TX 787113941 5. Completion Date 06/30/2019

SECTION A - BUDGET SUMMARY
Grant Program Estimated Unobligated Funds New or Revised Budget
Function or Federal
Activity Catalog No. Federal Non-Federal Federal Non-Federal Total
(a) (b (c) (d (e) ¢ (€3]

1. 2018 WAP 81.042 $1,200,000.00 $6,067,254.00 $7,267,254.00

Formula Funds

2. STATE $0.00 $0.00 $0.00

3.

4.

5. TOTAL $ 1,200,000.00 $0.00 $6,067,254.00 $0.00 $7,267,254.00

SECTION B - BUDGET CATEGORIES

6. Object Class Categories Grant Program, Function or Activity Total
(1) GRANTEE (2) SUBGRANTE | (3) GRANTEE (4) SUBGRANT )
ADMINISTR E T&TA EE T&TA
ATION ADMINISTR

a. Personnel $ 171,053.00 $0.00 $ 158,343.00 $0.00 $329,396.00
b. Fringe Benefits $42,763.00 $0.00 $39,586.00 $0.00 $ 82,349.00
c. Travel $0.00 $0.00 $27,720.00 $0.00 $27,720.00
d. Equipment $0.00 $0.00 $0.00 $0.00 $0.00
e. Supplies $3,000.00 $0.00 $ 1,875.00 $ 0.00 $ 4,875.00
f. Contract $0.00 $ 408,567.00 $22,000.00 $506,550.00 $ 6,664,954.00
g. Construction $0.00 $0.00 $0.00 $0.00 $0.00
h. Other Direct Costs $ 10,428.00 $0.00 $950.00 $0.00 $11,378.00
i. Total Direct Charges $227,244.00 $ 408,567.00 $250,474.00 $ 506,550.00 $7,120,672.00
i. Indirect Costs $76,119.00 $0.00 $70,463.00 $0.00 $ 146,582.00
k. Totals $303,363.00 $ 408,567.00 $320,937.00 $506,550.00 $7,267,254.00
7. Program Income $0.00 $0.00 $0.00 $0.00 $0.00
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OMB Approval No. 0348-0044

BUDGET INFORMATION - Non-Construction Programs

1. Program/Project Identification No.

2. Program/Project Title

EE0007952 Weatherization Assistance Program

3. Name and Address State of Texas 4. Program/Project Start Date 07/01/2018

P.0. BOX 13941

Austin, TX 787113941 5. Completion Date 06/30/2019

SECTION A - BUDGET SUMMARY
Grant Program Estimated Unobligated Funds New or Revised Budget
Function or Federal
Activity Catalog No. Federal Non-Federal Federal Non-Federal Total
(a) (b) (c) (d (e) ( (®
1.
2.
3.
4.
5. TOTAL $ 1,200,000.00 $0.00 $6,067,254.00 $0.00 $7,267,254.00
SECTION B - BUDGET CATEGORIES
6. Object Class Categories Grant Program, Function or Activity Total
(1) PROGRAM (2) HEALTH (3) LIABILITY (4) FINANCIAL Q)]
OPERATION AND INSURANCE AUDITS
S SAFETY

a. Personnel $0.00 $0.00 $0.00 $0.00 $329,396.00
b. Fringe Benefits $0.00 $0.00 $0.00 $0.00 $ 82,349.00
c. Travel $0.00 $0.00 $0.00 $0.00 $27,720.00
d. Equipment $0.00 $0.00 $0.00 $ 0.00 $0.00
e. Supplies $0.00 $0.00 $0.00 $0.00 $4,875.00
f. Contract $4,748,548.00 $ 837,979.00 $ 123,710.00 $ 17,600.00 $ 6,664,954.00
g. Construction $0.00 $0.00 $0.00 $0.00 $0.00
h. Other Direct Costs $0.00 $0.00 $0.00 $0.00 $11,378.00
i. Total Direct Charges $ 4,748,548.00 $ 837,979.00 $ 123,710.00 $ 17,600.00 $7,120,672.00
i. Indirect Costs $0.00 $0.00 $0.00 $ 0.00 $ 146,582.00
k. Totals $4,748,548.00 $ 837,979.00 $ 123,710.00 $ 17,600.00 $7,267,254.00
7. Program Income $0.00 $0.00 $0.00 $0.00 $0.00

Previous Edition Usable

Authorized for Local Reproduction

Standard Form 424A (Rev. 7-97)
Prescribed by OMB Circular A-102
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(08/05)
U.S. Department of Energy
WEATHERIZATION ASSISTANCE PROGRAM (WAP)
WEATHERIZATION ANNUAL FILE WORKSHEET

(Grant Number: EE0007952, State: TX, Program Year: 2018)

OMB Control No: 1910-5127
Expiration Date: 02/29/2020

IV.1 Subgrantees

Subgrantee (City) Planned Funds/Units

Alamo Area Council of Governments (San Antonio) $553,705.22
BakerRipley (Houston) $848,45 11. (2)(1)
Big Bend Community Action Committee (Marfa) $89,1 77-08
Brazos Valley Community Action Program (College Station) $218,033 (2)2
Combined Community Action, Inc. (Giddings) $140,851 (])(6)
Community Action Committee of Victoria Texas (Victoria ) $1 96,65422
Community Action Corporation of South Texas (Alice) $756,1 401~g(7)
Community Council of South Central Texas, Inc (Seguin) $1 28,486-(1)2
Concho Valley Community Action Agency (San Angelo) $1 16,339-(1)2
Dallas County Health & Human Services (Dallas) $533,267-22
Economic Opportunities Advancement Corporation (Waco) $184a925-g(2)
El Paso Community Action Program, Project Bravo (El Paso) $301,2 84-(3)(9)
Fort Worth, City of (Fort Worth) $3243 10.2(2)
Greater East Texas Community Action Program (Nacogdoches) $621,473 (8)2
Hill Country Community Action Association, Inc. (San Saba) $175,763 2(1)
Nueces County Community Action Agency (Corpus Christi) $1 03’738-(1)(1)
Panhandle Community Services (Amarillo) $179,1 472?
Rolling Plains Management Corporation (Crowell) $282,681 (3)2
South Plains Community Action Association, Inc. (Levelland) $161,381 (1)8
Texoma Council of Governments (Sherman) $351 ,450-22
Travis County Health and Human Services and Veterans Services (Austin) $198’024-gg
West Texas Opportunities (Lamesa) $177,175-g?

42,954,

Total: $6,642,95 83(1)
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IV.2 WAP Production Schedule

Weatherization Plans Units
Total Units (excluding reweatherized) 871
Reweatherized Units 0
Note: Planned units by quarter or category are no longer required, no information required for persons.
Average Unit Costs, Units subject to DOE Project Rules
VEHICLE & EQUIPMENT AVERAGE COST PER DWELLING UNIT (DOE RULES)
A | Total Vehicles & Equipment ($5,000 or more) Budget $0.00
B | Total Units Weatherized 871
C | Total Units Reweatherized 00
D | Total Dwelling Units to be Weatherized and Reweatherized (B + C) 871
E | Average Vehicles & Equipment Acquisition Cost per Unit (A divided by D) $0.00
AVERAGE COST PER DWELLING UNIT (DOE RULES)
F | Total Funds for Program Operations $4,748,548.00
G | Total Dwelling Units to be Weatherized and Reweatherized (from line D) 871
H | Average Program Operations Costs per Unit (F divided by G) $5,451.83
I | Average Vehicles & Equipment Acquisition Cost per Unit (from line E) $0.00
J | Total Average Cost per Dwelling (H plus I) $5,451.83
IV.3 Energy Savings

Units Savings Calculator (MBtus)

This Year Estimate 871 29.3
Prior Year Estimate. 439 29.3
Prior Year Actual 162 29.3

Method used to calculate savings description:
[

Method used to calculate savings: ¥ WAP algorithm ™ Other (describe below)

Energy Savings
25520
12863
4747

IV.4 DOE-Funded Leveraging Activities

[wa

IV.5 Policy Advisory Council Members

I Check if an existing state council or commision serves in this category and add name below

Combined Community Action Inc.

Greater East Texas Community Action Program

Health and Human Services Commission

Type of organization: Non-profit (not a financial institution)

Contact Name: Kelly Franke
Phone: (979)540-2985
Email: KJFranke@ccaction.com

Type of organization: Non-profit (not a financial institution)

Contact Name: Karen Swenson, Executive Director
Phone: (936)564-2491

Email: kswenson@sbcglobal.net

Type of organization: Unit of State Government

Contact Name: Toni Packard

Phone: 5124384290

Email: toni.packard@hhsc.state.tx.us
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IV.6 State Plan Hearings (Note: attach notes and transcripts to the SF-424)
Date Held | Newspapers that publicized the hearings and the dates the notice ran
03/27/2018 | Public Hearing for the DOE State Plan begins at 5:00 pm (CST).

06/28/2018 | Final Health and Safety Plan to be presented at TDHCA Board of Directors meeting for approval if substantive public comment was received. The
meeting would also serve as a Public Hearing.

02/22/2018 | Draft State Plan and Notice of Public Hearing posted on the TDHCA website; public listserve announcement sent announcing availability of Draft
State Plan and public hearing details.

04/26/2018 | TDHCA Board of Directors authorizes release of Draft Health and Safety Plan for public comment.
03/28/2018 | WAPAC meeting regarding DOE State Plan.

05/23/2018 | Public Hearing for the Health and Safety Plan begins at 10:30 am (CST).

05/24/2018 | Public comment period for the Draft Health and Safety Plan ends at 12:00 pm (CST).

04/26/2018 | Final DOE State Plan and list of awardees to be presented at TDHCA Board of Directors meeting for approval. The meeting will also serve as a
Public Hearing.

03/28/2018 | Comment period for the DOE State Plan ends at 5:00 pm (CST).
05/24/2018 | WAPAC meeting regarding the Health and Safety Plan.

04/26/2018 | Draft Health and Safety Plan and Notice of Public Hearing posted on the TDHCA website; public listserve announcement sent announcing
availability of Draft Health and Safety Plan and public hearing details.

03/09/2018 | Announcement of Public Hearing for Draft State Plan published in Texas Register. Public comment period for Draft State Plan begins.

05/11/2018 | Announcement of Public Hearing for Draft Health and Safety Plan published in Texas Register. Public comment period for Draft Health and Safety
Plan begins.

02/22/2018 | TDHCA Board of Directors authorizes release of Draft State Plan for public comment.

IV.7 Miscellaneous

Recipient Business Officer
Michael De Young
Michael.deyoung@tdhca.state.tx.us
221 East 11th Street
Austin, Texas 78701
(512) 475-2125

Recipient Principal Investigator
Michael De Young
Michael.deyoung@tdhca.state.tx.us
221 East 11th Street
Austin, Texas 78701
(512) 475-2125

Policy Advisory Council
The Policy Advisory Council ("PAC") is broadly representative of organizations and agencies and provides balance, background, and sensitivity with respect to
solving the problems of low-income persons, including weatherization and energy conservation problems. Historically, the PAC has met annually after the public
hearing for the DOE plan.

The low-income elderly population is represented by the PAC members from Combined Community Action and the Greater East Texas Community Action
Program. The low-income persons with disabilities population is represented by the PAC member from the Health and Human Services Commission.

Liability Insurance

The liability insurance separate line item includes pollution occurrence insurance in addition to the general liability insurance. Most regular liability insurance policies
do not provide coverage for potential effects of many heatlh and safety measures, such as lead distrubances and other pollution occurrence items. The
Department strongly recommends the Subgrantees require their contractors to carry pollution occurrence insurance to avoid liability for any mistakes the
contractors may make. Each Subgrantee should get a legal opinion regarding the best course to take for implementing the pollution occurrence insurance
coverage.
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This worksheet should be completed as specified in Section I1I of the Weatherization Assistance Program Application Package.

V.1 Eligibility
V.1.1 Approach to Determining Client Eligibility

Provide a description of the definition of income used to determine eligibility

Applicants whose income is at or below 200% of the Federal Poverty Income Guidelines are eligible for the DOE Weatherization Program.

Describe what household eligibility basis will be used in the Program

During the LIHEAP application process, households will be screened for DOE Weatherization benefits and determined eligible if their income is at or below 200% of
the Federal Poverty Income Guidelines.

Describe the process for ensuring qualified aliens are eligible for weatherization benefits

The Welfare Reform Act, officially referred to as the Personal Responsibility and Work Opportunity Act of 1996, H.R. 3734, placed specific restrictions on the
eligibility of aliens for "Federal means-tested public benefits" for a period of five years. As defined in a Federal Register notice dated August 26, 1997 (62 FR
45256) the Department of Health and Human Services (HHS) is interpreting "Federal means-tested public benefits" to include only those benefits provided
under Federal means-tested, mandatory spending programs. HHS Information Memorandum LIHEAP-IM-25 dated August 28, 1997, states that all qualified
aliens, regardless of when they entered the U.S., continue to be eligible to receive assistance and services under the Low-Income Home Energy Assistance
Program (LIHEAP) if they meet other program requirements.

To ensure program continuity between LIHEAP and DOE Weatherization for the many Subgrantees operating both programs, the DOE Weatherization
Assistance Program will follow the interpretation as adopted by HHS. A possible area of confusion resides in the types of local agencies that are
exempt/nonexempt from "status verification requirements." Local agencies that are both charitable and nonprofit would be exempt, which comprise about three-
quarters of the local agency network. However, those agencies which are designated as local government agencies operating the Weatherization Assistance
Program and do not subgrant eligibility determination to a qualified nonprofit organization would not be exempt and, therefore, must conduct "status verification."
WAP Subgrantees that are not exempt shall use the Systematic Alien Verification for Entitlements (SAVE) system to verify the status of qualified aliens that
apply for weatherization services. The Department has provided training to those entities required to use the SAVE system.

The DOE and LIHEAP WAP are in compliance with LIHEAP-IM-99-10 issued June 15, 1999 states that weatherization in a multifamily building is
not a covered activity for status verification.

V.1.2 Approach to Determining Building Eligibility

Procedures to determine that units weatherized have eligibility documentation

Subgrantees maintain a client file for each unit weatherized, including documented proof that the dwelling unit is an eligible dwelling unit as defined in 10 CFR
§440.22. The Department determines that weatherized units have eligibility documentation during monitoring reviews.

Describe Reweatherization compliance

Texas limits reweatherization to 5% of all units weatherized. To ensure the cap is not exceeded, Subgrantees may not reweatherize a unit without prior approval
from the Department.

Reweatherization will be allowed on units that have received weatherization prior to September 30, 1994. A new energy audit must be conducted on each unit
reweatherized.
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[
Describe what structures are eligible for weatherization

10 TAC §6.403 includes the following definitions which describe structures eligible for weatherization:

Dwelling Unit--A house, including a stationary mobile home, an apartment, a group of rooms, or a single room occupied as separate living quarters.
Multifamily Dwelling Unit- -A structure containing more than one Dwelling Unit.

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

Shelter--A Dwelling Unit or units whose principal purpose is to house on a temporary basis individuals who may or may not be related to one another and who
are not living in nursing homes, prisons, or similar institutional care facilities.

Describe how Rental Units/Multifamily Buildings will be addressed

In accordance with 10 CFR §440.22(b)(3), the Department requires that Subgrantees keep on file procedures that address protection of renters' rights, to
ensure:

o Written permission of the building owner or his agent before commencing work.

o Cash/in-kind contribution from building owner when feasible.

o Benefits of the services accrue primarily to the low-income tenants residing in such units.

o For a reasonable period of time after completion, the household will not be subjected to rent increases (unless those increases are demonstrably related
to other matters other than the weatherization work performed).

o There are adequate procedures whereby the Grantee can receive tenant complaints and owners can appeal, should rental increases occur.

o No undue or excessive enhancement shall occur to the value of the dwelling unit.

o To secure the federal investment and to address issues of eviction from and sale of property, per 10 CFR §440.22(c), Grantees may seek landlord
agreement to placement of a lien (or other contractual restrictions) upon the property being weatherized.

The Department will abide by 10 CFR §440.22, ensuring that not less than 66% of the eligible building units (50% for duplexes and four-unit buildings, and
certain eligible types of large multifamily buildings) are eligible units or will become eligible dwelling units within 180 days under a Federal, State or local
government program for rehabilitating the building or making similar improvements. WPN 016 provides guidance on Department of Housing and Urban
Development ("HUD") and Department of Agriculture ("USDA") multifamily buildings that have been pre-determined to meet income eligibility guidelines.
WPN 016 provides guidance on the review and verification required for those buildings. Assessments and client file documentation for rental units and
multifamily units are also detailed in the Multifamily Weatherization Best Practice posted on the Department's website at

http://www.tdhca.state.tx.us/community-affairs/wap/docs/W AP- BP- MF Weatherization.pdf.

Because large multifamily buildings (buildings containing 25 or more dwelling units or those with shared central heating (i.e. boilers) and/or shared cooling plants
(i.e. cooling tower that use water as the coolant) regardless of the number of dwelling units) have different audit requirements, Subgrantees must obtain prior
written approval through the Department to use the 50% eligibility, and DOE must approve the proposed activity. The Department will seek DOE approval.

Subgrantees must submit to the Department a request for permisson to weatherize large multifamily buildings. Request for permission must include evidence of
significant energy savings. Significant energy savings is defined as items ranked as an SIR of 1.0 or greater in the energy audit.

Describe the deferral Process

A Dwelling Unit shall not be weatherized when there is a potentially harmful situation that may adversely affect the occupants or the Subgrantee's weatherization
crew and staff, or when a Dwelling Unit is found to have structural concerns that render the Dwelling Unit unable to benefit from weatherization. The Subgrantee
must declare their intent to defer weatherization on an eligible unit on the assessment form. The assessment form must include the client's name and address,
dates of the assessment, and the date on which the client was informed of the issue in writing. The written notice to the client must include a clear description of
the problem, conditions under which weatherization could continue, the responsibility of all parties involved, and any rights or options the client has. A copy of
the notice must be given to the client, and a signed copy placed in the client application file. Only after the issue has been corrected to the satisfaction of the
Subgrantee shall weatherization work begin.

If structural concerns or health and safety issues identified (which would be exacerbated by any weatherization work performed) on an individual unit cannot be
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abated within program rules or within the allowable WAP limits, the unit exceeds the scope of this program.

Should a client request a second opinion on a deferral or walk-away, the Subgrantee is encouraged to contact the appropriate local government inspector to
request an inspection of the site. Should the client refuse to have a local government inspector inspect the unit, the crew will note the refusal in the client file, and
no work shall be performed on the unit. If the inspector deems that work pending deferral can or should be performed, crews/contractors and contractors are
encouraged to work with the inspector’s suggestions to make the improvements. However, the inspector does not make the final determination on the amount of
work, cost of work, or measures applied to the unit. Should the Subgrantee deem the suggested measures to be financially or programmatically out of the scope
of weatherization, the Subgrantee may defer the weatherization work on the unit. Documentation of this determination, whether the weatherization is
completed or not, must be included in the client file.

Crewmembers or contractors who work on a unit that could or should be a deferral or walk-away do so at their own risk.

V.1.3 Definition of Children
Definition of children (below age): 18

V.1.4 Approach to Tribal Organizations

[ Recommend tribal organization(s) be treated as local applicant?
If YES, Recommendation. If NO, Statement that assistance to low-income tribe members and other low-income persons is equal.

The 70th Texas Legislature created the Native American Restitutionary Program (Oil Overcharge Restitutionary Act, Texas Government Code, Chapter 2305)
for the purposes of providing oil overcharge restitution to the Texas Native Americans. In the Texas WAP, the Native- American Indian population is treated
and served in the same manner as other applicants.

V.2 Selection of Areas to Be Served

The Texas WAP is available to eligible low-income households in all 254 counties of the state. Subgrantees are held responsible for all intake, eligibility, and
weatherization activities. If the Subgrantees' performance record is satisfactory according to both state and federal regulations, then the Department may offer to
renew the contract if the Subgrantee so desires. The Department's award committee may decline to recommend an award or place additional conditions on an
award based upon its previous participation review as outlined in 10 TAC §1.302.

New or additional DOE subgrantees for counties that become unserved by the DOE WAP will be selected according to DOE regulations found in 10
CFR§440.15 and 10 TAC §1.302. If the Department determines it is necessary to permanently reassign a service area to a new subgrantee, the subgrantee will
be chosen in accordance with 10 CFR §440.15. A new or additional subgrantee is defined as a CAA or other public or nonprofit entity that is not currently
operating a Department-funded Weatherization Assistance Program. All counties are served by 22 existing entities.

(The Department may deobligate all or part of the funds provided under this contract as outlined in 10 TAC §6.405. A Subgrantee’s failure to expend the funds
provided under this State plan in a timely manner may also result in the Subgrantee’s ineligibility to receive additional funding during the program year.)

Formula Distribution

The Department updates the budget allocation proportion by county and Subgrantee based on poverty income, elderly poverty, median household
income (from the 2010 U.S. Census data), and climate data (from the National Climatic Data Center, Climate Normals, 2010), as outlined in 10 TAC
§6.404.

The Department allocates funds to Subgrantees by applying a formula based upon the DOE allocation for program year; or if the allocation amount is not
known, based on an assumption of level funding from the previous program year. Once the allocation amount is known, the formula is re-run. The allocation
formulas reflect the 2010 Census data. If any carryover funds are available, they will be distributed by allocation formula and used to increase the number of
units to be weatherized. The Department will adjust guidance to reflect the adjusted average expenditure limit per unit for the program year.

The fund allocations for individual service areas are determined by a 5-factor distribution formula as outlined in 10 TAC §6.404:
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(1) Number of non-elderly poverty households per county;
(2) Number of elderly poverty households per county;

(3) Median income variance per county;

(4) Inverse poverty household density ratio per county; and
(5) Heating/Cooling Degree days per county.

V.3 Priorities for Service Delivery

The Department will ensure by contract that its Subgrantees give priority to weatherizing dwellings owned or occupied by low-income persons who are
particularly vulnerable such as the Elderly, Persons with Disabilities, Families with Young Children, Households with High Energy Burden, and Households with
High Energy Consumption. Applicants from these groups must be placed at the top of a Subgrantee's waiting list. The Department ensures that Subgrantees give
proper attention to these requirements through monitoring/evaluation of the Subgrantee.

V.4 Climatic Conditions

The climatic conditions for the State of Texas are imbedded in the algorithms of the Weatherization Assistant (WA 8.9) energy audit software toll engineered by
the Oak Ridge National Laboratory for the Department of Energy. As part of the energy audit modeling, the Department requires the Subgrantee Network to
select the nearest weather station to the dwelling units. The Weather files imbedded in the WA 8.9 contains 30 year data of Heating and Cooling degree days
for each weather station.

As described in the report prepared by the Pacific Northwest National Laboratory & Oak Ridge National Laboratory for the Department of Energy, the state
of Texas has several IECC climate zones. http://apps1.eere.energy.gov/buildings/publications/pdfs/building_america/ba_climateguide 7 1.pdf. These climate
zones are used as an aid in helping Subgrantees to identify the appropriate climate designation for the counties in which they are providing WAP services. In
addition to prescribing appropriate mechanical equipment (example of climate specific measures would be evaporative cooling which may be prescribed in the
Hot Dry climate of Texas and not in the Mixed Humid part of Texas) the IRC prescriptive thermal envelope of measures are different. The climate zones found
in Texas are as follows:

1. Hot-Humid

A hot-humid climate is defined as a region that receives more than 20 inches (50 cm) of annual precipitation and where one or both of the following
occeur:

o AG7°F (19.5°C) or higher wet bulb temperature for 3,000 or more hours during the warmest six consecutive months of the year; or
o A 73°F (23°C) or higher wet bulb temperature for 1,500 or more hours during the warmest six consecutive months of the year.

IRC Prescriptive Thermal Envelope Measures:

Zone 2A and 2B Zone 3A
Ceiling R 38 R38
Windows U 0.40 U0.35
Walls R-13 R-13+5
Floors R-13 R 19
SHGC 0.25 0.25

2. Hot-Dry

A hot-dry climate is defined as a region that receives less than 20 inches (50 cm) of annual precipitation and where the monthly average outdoor
temperature remains above 45°F (7°C) throughout the year.

IRC Prescriptive Thermal Envelope Measures:
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Zone 3A and 3B
Ceiling R38
Windows U0.35
Walls R13+5
Floors R 19
SHGC .025
3. Mixed-Humid

A mixed-humid climate is defined as a region that receives more than 20 inches (50 cm) of annual precipitation, has approximately 5,400 heating
degree days (65°F basis) or fewer, and where the average monthly outdoor temperature drops below 45°F (7°C) during the winter months.

IRC Prescriptive Thermal Envelope Measures:

Zone 3A

Ceiling R38
Windows U 0.35
Walls R13+5
Floors R 19
SHGC .025

4. Mixed-Dry

A mixed-dry climate is defined as a region that receives less than 20 inches (50 cm) of annual precipitation, has approximately 5,400 heating degree
days (50°F basis) or less, and where the average monthly outdoor temperature drops below 45°F (7°C) during the winter months.

IRC Prescriptive Thermal Envelope Measures:

Zone 4

Ceiling R49
Windows U 0.35
Walls R13+5
Floors R 19

In addition to the 2015 IRC adopted by the State of Texas, several individual cities have adopted amendments to the code. The adoption and amendments to the
2015 IRC impact the WA 8.9 energy audits in that cities are required to evaluate user defined measures to meet the codes adopted by each individual City.

V.5 Type of Weatherization Work to Be Done
V.5.1 Technical Guides and Materials

Technical Guides and Materials

http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm

Weatherization Tools and Guides

e WAP Production Schedule/Tool (XLS) — Revised 12.30.16

o Weatherization Assistance (NEAT) — Student Guide (PDF) - Revised 11.9.15
o Single-Family Homes: Standard Work Specifications Field Guide (PDF)

o Manufactured Housing: Standard Work Specifications Field Guide (PDF)

o Weatherization FAQs Answered by TDHCA (PDF) — Revised 10.20.17

o DOE-WAP Timeline (PDF) Revised 10.30.15

o LIHEAP-WAP Timeline (PDF) Revised 10.30.15
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o Material Installation Standards Manual (2012) (PDF)

o Weatherization Field Guide (2010)

o Mechanical Systems Field Guide (2010)

o Exhaust Fan Flow Meter Quick Guide (PDF)

o International Energy Conservation Code (IECC) Requirements (energycode.pnl.gov)
o Weatherization Reporting Instructions

o Weatherization Monthly Performance Report

o LIHEAP Performance Measures Module User Guide (PDF)

o Checking WAP Reports

Program Administration Forms

e DOE Budget Amendment Form (XLS)

o LIHEAP Budget Amendment Form (XLS)

o WAP Inventory List: Tools and Equipment (DOC fillable)
o Quality Control Inspection (QCI) Form

Assessment Calculators

o AC Replacement Calculator (XLS)

o Degradation Calculator (XLS)

Refrigerator Replacement Calculator (XLS)

Sidewall Density Calculation Sheet (XLS)

o ASHRAE 62.2 Calculator (www.residentialenergydynamics.com)

Client and Field Assessment Forms

e QCI Final Inspection Certification Form (PDF)

o Health & Safety Client Questionnaire & Inspection Checklist (PDF)
o LIHEAP Priority List (PDF) — Revised January 2017

e Blower Door and Duct Blower Data Sheet (XLS)

o Unified Notification Form (PDF) — Revised July 2011

e Mold-Like Substance Notification and Release Form (PDF)

o Consumer Mold Information Sheet (PDF)

o Whole House Assessment Sheet (XLSX)

e Refrigerator Replacement Form (DOC fillable)

o Landlord Permission to Perform Assessment (PDF)

e Multi-Family Project Preparation/Completion Checklist (PDF)

o Wall/Attic Inspection Form (XLS)

o Building Weatherization Report (BWR) (XLS) — Revised January 2017

Further, the Department has several Weatherization Best Practices posted at: http:/www.tdhca.state.tx.us/communityaffairs/wap/wapbestpractices.htm.

Best Practices are developed based upon repeat questions that require more clarity than simply an FAQ. These have proved highly effective in multiple ways: increased compliance,
better understanding on how to assess and proceed, increased consistency across the Network, and reduction in calls for same issues. They often have multiple references and are
based upon sound building science principles.

All Subrecipient agreements and vendor contracts active in PY 2015 and beyond contain language which clearly documents the SWS specifications for work quality outlined in
WPN 15-4, Section 2. A signed contract shall confirm that the organization understands and agrees to these expectations. Each contract includes a substantially equivalent clause or
exhibit:

Materials and Work Standards

A. Subrecipient shall weatherize eligible dwelling units using only weatherization materials which meet or exceed the standards prescribed by DOE in Appendix A of 10 CFR Part
440.

B. All weatherization measures installed shall meet or exceed the standards prescribed by DOE in Weatherization Program Notice (WPN) 15-4 regarding Standard Work
Specifications, as detailed in the Department’s Standard Work Specifications.

C. All weatherization work must be performed in accordance to the DOE approved energy audit procedures, 10 CFR Part 440 Appendix A, State of Texas adopted International
Residential Code (or that of jurisdictions authorized by State law to adopt later editions).
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Subgrantee will include the substance of this section in all subcontracts

V.5.2 Energy Audit Procedures
Audit Procedures and Dates Most Recently Approved by DOE

Single-Family : NEAT: DOE Approved June 2, 2016

Manufactured MHEA: DOE Approved June 2, 2016
Housing :

Multi-Family : NEAT: 5-24 individually heated and cooled units - DOE Approved June 2, 2016

Comments

V.5.3 Final Inspection

The Department has provided Subgrantees with sufficient T& TA funding to obtain and/or maintain required QCI and MF-QCI certifications by an IREC
certified training provider. The Department tracks Subgrantee compliance with unit inspection requirements of WPN 15-4.

The Department has four certified QCI staff, who maintain their certifications. The Department annually requires all Subgrantees to report the following for
determining the number of units that the Department will inspect for compliance at each agency:

e Option 1 (at minimum 5% compliance final inspection required)= With multiple QCI staff, this Subrecipient will NOT allow the QCI staff member who
conducts the Final Inspection on any/every DOE-funded/reported unit to perform any other aspect(s) associated with that same unit.
Example: Initial Assessment; NEAT Audit; Work Order; etc

o Option 2 (10% compliance final inspection required)= With limited QCI staff, this Subgrantee will have a QCI staff member conduct the Final Inspection
on any/every DOE-funded/reported unit AND will also perform other aspect(s) associated with that same unit.
Example: Initial Assessment; NEAT Audit; Work Order; etc

¢ Option 3 (5% compliance final inspection required) = This Subgrantee typically has an independent third-party QCI contractor.

o NOTE: As scheduling permits, compliance will conduct 10% final inspections on completed units for Options 1 and 3, as well.

Six Subgrantees have multiple QCI Staff with separation of duties, twelve have limited QCI, and four are using third-party QCIs. All units are inspected by a
certified QCI. In addition to final inspections, a completed QCI Final Inspection Certification Form is required. QCI Final Inspection Certification Form (PDF).

The Network is required to follow work standards as per the SWS guidelines. This requirement is within Subgrantee contracts, and the SWS guide is posted on
the Department Program Guidance Webpage.

All units must meet DOE requirements and pass a QCI inspection. Any unit that fails to be brought into compliance results in disallowed costs and a finding for
the reason(s) of the disallowed cost is issued in the monitoring report. The initial T&TA response to any findings is email guidance providing resources to
resolve the findings by the training team. This is then followed by individualized T&TA, or a referral to the appropriate Tier 1 training provider, as deemed
appropriate.

V.6 Weatherization Analysis of Effectiveness

Pursuant to 10 TAC, Chapter 1, Subchapter C, §1.302, a review of a Subgrantee’s compliance history in Department programs must be approved by the
Department’s Executive Award and Review Advisory Committee ("EARAC") and provided to the Department’s Board of Directors in order that the Board
may consider the compliance history and make and document its award decisions with full knowledge of these matters. Prior to the award of DOE funds to any
Subgrantee, EARAC reviews:
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1. Summary information regarding findings identified during the last three years; and
2. If the Subgrantee is subject to the requirement of an annual single audit:
A. A report of any required single audit or single audit certification form that is currently past due; and
B. If such single audit has been submitted and the most recent single audit report contained findings, a copy of that single audit.

The Subrecipient Monitoring section, within the Compliance Division, submits information regarding its monitoring activity to EARAC. If EARAC finds that
a Subgrantee has outstanding monitoring issues, their WAP award may be subject to conditions intended to avoid future noncompliance.

Issues identified during this review point to areas in a Subgrantee that require attention, both from a monitoring standpoint and a T&TA standpoint. The reviews
not only hold the Subgrantee accountable, they also give the monitoring and T&TA sections guidance in planning future activities.

T&TA staff is copied on all monitoring reports and/or a staff meeting is held for monitors to debrief T& TA staff after each visit. In those meetings, monitoring
staff relay issues found related to individual Subgrantee, as well as, overall trends identified. Following the monitoring report, T&TA staff provide initial email to
Subgrantee to provide resources for identified issues. T&TA staff applies debrief information when determining the needs for agency-wide specific T&TA and
to plan the curriculum for regional trainings.

Further, Subgrantee performance is reviewed periodically and at the end of the program year. The Department tracks subgrantee performance over time by
reviewing their monthly production and expenditure reports. Subgrantees are required to submit a Production Report on the 15th of each month. If staff
determines that a benchmark is missed or a subgrantee is falling behind on expenditure and/or production, a letter is issued from the Department and the
subgrantee is required to submit a written Mitigation Action Plan.

Additionally, based upon monthly submitted performance and expenditures, individualized TA is provided to ensure full expenditure and an adequate rate of
production. T&TA staft anlayzes the reports submitted by subgrantees and provides T&TA when necessary. Such T&TA may include: a course on production
oriented management, proper reporting, procurement, and/or other relevant topics.

Analysis of reports includes the following:
o Number of homes completed;
o Number of applications pending;
o Number of homes in progress;
o Contract amount;
o Total funds expended;
¢ Balance of funds; and
o Special comments

The Department enforces the Deobligation/Reobligation of Awarded Funds rule as laid out in TAC §6.405. While the Department's performance review
process has not achieved full expenditure of funds each Program year, the Department is currently researching potential modifications to the process in order to
improve. A change that has been made in the past year, for example, is that the Department has revised Jason Gagne's job description to primarily focus on
Weatherization. He has been tasked with the responsibility of overseeing the performance and expenditure report and production schedule process. To allow
him to focus on Weatherization, Jason has had the responsibility for training other Community Affairs programs removed. Jason is also projected obtain his
certification as a QCI in 2018.

It is the objective of the Department to achieve full expenditure for the current program year (PY 2017) and the next (PY 2018); however, Hurricane Harvey's
impact was quite devastating to the Texas coast WAP subgrantees and it is yet to be determined how the xpenditure and performance numbers will be affected
overall. There were seven of 22 Texas subgrantees affected by Harvey and 26 Texas counties were federally declared disaster counties able to receive federal
disaster funds. Harvey not only directly affected the expenditure and production of the seven subgrantees, but also affected the adjacent subgrantees'
expenditure and production. Because contractors seek out work for the greatest profit, many in adjacent and nearby subgrantee service areas may have delayed
or stopped work altogether in adjacent and outlying subgrantee service areas to profit from the increased amount of work in the areas directly affected by
Harvey (e.g. Houston). It remains to be seen if and how expenditure and performance has been affected by Harvey.

V.7 Health and Safety
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Attached to SF-424

V.8 Program Management

V.8.1 Overview and Organization

The Department is the state's lead agency responsible for affordable housing and community assistance programs. The Department annually administers funds
derived from mortgage revenue bond financing and refinancing, federal grants, and federal tax credits.

In 1991, the 72nd Texas Legislature created the Department. The Department's enabling legislation combined programs from the Texas Housing Agency, the
Community Development Block Grant Program from the Texas Department of Commerce, and the Texas Department of Community Affairs.

On September 1, 1992, two programs were transferred to the Department from the Texas Department of Human Services: the Low Income Home Energy
Assistance Program and the Emergency Nutrition and Temporary Emergency Relief Program. Effective September 1, 1995, in accordance with House Bill 785,
regulation of manufactured housing was transferred to the Department. In accordance with House Bill 7, effective September 1, 2002, the Community
Development Block Grant and Local Government Services Programs were transferred to the newly created Office of Rural Community Affairs. Effective
September 1, 2002, in accordance with Senate Bill 322, the Manufactured Housing Division became an independent entity administratively attached to
TDHCA. As a state agency, the Department is under the authority of the Governor of the State of Texas.

The Department's services are offered through three program categories: Single Family Programs, Multifamily Finance Production, and Community Affairs,
which administers the WAP.

The Department subcontracts with a network of Subgrantees that provide the WAP services. The network is comprised of community action agencies (CAAs),
regional Councils of Government (COGs), and organizations in the other public or private nonprofit entity category (PPNPs). All network Subgrantees are
provided a draft copy of the yearly weatherization state plan and a notice of the state public hearing. The Public and all Subgrantees are invited and
encouraged to participate in the public comment process.

Historically, the regular weatherization program year ran from April through March. Starting PY 2015, the weatherization program year has run from July
through June.

The Department will continue to administer the program through Subgrantees in accordance with 10 CFR §440.15 provisions and State regulations. If existing
Subgrantees are successfully administering the Program, the Department will offer to renew the contract if the Subgrantee so desires and if grant funds are
available. When the Department determines that an organization is not administering the program satisfactorily, it may take the following action:

-Correction of the problem(s) with training or technical assistance;
-Re-assignment of the service area (or service area portion) to another Department existing Subgrantee; or,
-Solicitation or selection of a new or additional Subgrantee in accordance with 10 CFR §440.15 provisions.

A new or additional Subgrantee is defined as a CAA or other public or nonprofit entity that is not currently operating a DOE Weatherization Assistance
Program.

Consolidation/downsizing: Any downsizing will occur through normal attrition, through a Subgrantee's determination that it can no longer administer the program
efficiently/effectively, or through the Department's determination that a Subgrantee can no longer administer the program efficiently/effectively.

Reassignment of service areas for just cause: In the event that a service area can no longer be served by a Subgrantee, the Department reserves the right to
reassign service areas. If it appears necessary to permanently reassign the service area, a new Subgrantee may be chosen in an open, competitive solicitation
process in accordance with 10 CFR §440.15 or the reassignment may become permanent.

Client Education
The Department requires WAP Subgrantees to provide client education to each WAP client. Subgrantees are required to provide (at a minimum) educational
materials in verbal and written format.

V.8.2 Administrative Expenditure Limits
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The Department will use 5% of its grant funds for state administration. An additional 5% will be distributed for local WAP field operations under contract.
Contract funds are intended for local administration, liability insurance coverage, local fiscal audit, materials, labor, program support and health and safety
measures. To help ensure that Subgrantees comply with the full and proper use of all the contract funds, written definitions are to be provided to Subgrantees on
budget categories as deemed necessary. The Department has elected to provide the maximum allowable funds for Subgrantee administration to Subgrantees
receiving less than $350,000, so it has not included procedures for deciding which Subgrantees will receive additional funds. This decision is based on the
following factors:

o Subgrantees often have to rely on other programs for WAP outreach and other administrative support;

o Subgrantees have had to adjust budgeting to keep pace with cost-of-living increases - - staff salaries, fringe benefits, rent, postage, travel, etc.;

o The State of Texas is 877 miles from Northern to Southern tips, 834 miles from Eastern to Western tips, and is comprised of a total of 266,807 square
miles. The extra geography that Subgrantees have to cover to serve all the area's clients equitably requires additional staff, staff time, postage and phone
costs, and vehicle wear and maintenance. (Source of Mileage Data: Texas Department of Transportation);

o Salaries, space, utilities, telephone, and similar costs associated with program support personnel should be charged to program support; and

o The increasing cost of maintaining appropriate qualified staff is challenging.

For Subgrantees receiving over $350,000, the administrative allowance will be 5% of each subgrant. For Subgrantees receiving less than $350,000, the
administrative allowance will be 10% of each subgrant.

V.8.3 Monitoring Activities

The Department will monitor the Weatherization Assistance Program (“WAP”) with the Monitoring staff included in the budget. Subgrantee is defined as an
organization with whom the Department contracts and provides WAP funds.

Names and credentials of Department staff dedicated to monitoring DOE activities follow. Monitoring staff are paid out of Grantee Administration and the
Grantee T&TA (see the Budget Explanation, Personnel line item, for detailed information on the percentages allocated from each budget category.

o Robert Moore - over 8 years of weatherization experience as a Texas WAP Subgrantee, QCI certified, BPI & Lead certified, OSHA30

o Robert Kunz - over 7 years of weatherization experience as a Texas WAP Subgrantee, QCI certified, BPI & Lead certified, OSHA30

o Kevin Glienke — over 8 years of weatherization monitoring experience; BPI Certified; has attended DOE sponsored conferences; QCI certified.
(All staff listed above conduct fiscal/administrative and technical assistance monitoring activities)

Complance Subrecipient Monitoring is staftfed with nine additional monitors not dedicated to weatherization. All of these qualified monitors may be tasked with
fiscal and programmatic activities though funds provided by this State plan.

The Department will monitor each of the DOE Subgrantees during the contract period which will be July 1, 2018 through June 30, 2019. Many of the DOE
Subgrantees also receive funds through the Department of Health and Human Services Community Service Block Grant and Low Income Home Energy
Assistance Program. Whenever possible, all three programs will be monitored during one visit to the Subgrantee.

(See attached PY2018 Tentative Monitoring Schedule)

The Department understands DOE's expectation and will conduct at least one on-site visit annually to each Subrecipient for technical and fiscal/administrative
monitoring.

Financial and Administrative monitoring will include, at minimum, a review of the Subgrantee’s General Ledgers and policies and procedures (including
procurement) as well as support documentation for reported expenditures. These documents will be reviewed to ensure compliance with DOE, Department and
other applicable rules and regulations. Through sampled client file monitoring, the Department will ensure that program beneficiaries are eligible low-income
families. Through sampled unit inspections, Department staff will ensure that installed measures are allowable and meet or exceed DOE requirements. The
Department will review whether charged measures were installed properly and determine compliance with health and safety procedures, client eligibility, energy
audit procedures, client education procedures and compliance with the SWS.

The Department will inspect 5% of all completed weatherized units. In order to achieve the 5% inspection rate, and comply with the requirements of WPN 15-
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4, the Department is requesting that Subgrantees with a QCI on staff do not have that staff member involved with the weatherized unit prior to final inspection.
The Department defines prior involvement as performing the audit, creating the work order or performing any weatherization work on the weatherized unit. The
Department has created a QCI Final Inspection Form, for Subgrantees which will allow TDHCA to determine if a QCI employed by the Subgrantee had prior
involvement with that unit. The Department will review each sampled QCI final inspection document to ensure compliance with the requirement to inspect 5%
and will increase the required inspections if necessary.

The Department recognizes that there may be a need to perform additional unit inspections towards the end of the contract period to comply with the
requirements of WPN 15-4 if there were not enough units available to sample during the full monitoring review.

(More frequent monitoring visits (Fiscal/Administrative and/or Technical) may be conducted at Subgrantees with significant identified risk)

Monitors will complete evaluation instruments to determine a Subgrantee’s compliance. The instruments cover Financial and Administrative requirements, health
and safety procedures, client eligibility, energy audit procedures, client education procedures, and compliance with the SWS. Compliance Monitors also review
the hard copy of the NEAT or MHEA audit which is required to be in the client file to assure that the scope of the work was directed by the audit.

Monitors scan documents as support if there will be findings noted.
The following list provides additional monitoring details that may occur during the monitoring review.

« Monitors may request copies of fiscal records/support documentation and perform a desk review to gauge the fiscal condition of the Subgrantee prior to
onsite monitoring.

o In addition, as needed, monitors may perform a desk review of records requested but not provided during the onsite review and records requested to
clarify issues identified during the onsite monitoring visit. The Department recognizes the requirement to issue monitoring letter within 30 days of the
review. The Department does not consider the review complete until receipt of information needed to ascertain compliance. Monitoring letters will be
issued within 30 days of receipt of all necessary information.

The Department will issue monitoring reports within 30 days of completion of the review. Subgrantees are provided a 30 day corrective action period to
respond and provide evidence of correction. On a case by case basis, the Department may grant an extension to respond to the report if there is good cause
and the request is made during the corrective action period. The Department will review each response and determine if the Subgrantee has resolved the
compliance issue. If the Department determines that the issue is not resolved, the Subgrantee will be notified and required to submit an additional response(s)
until the compliance issue is resolved. In certain circumstances, the Department may “close” a compliance issue when there remain no additional actions that can
be taken to resolve the issue. At the conclusion of this process, any unresolved compliance issues will be reported to DOE (instances of suspected fraud or
serious program abuse will be reported immediately to DOE and the Texas State Auditors Office).

The Department will review the annual financial audits of each Subgrantee agency. The Department requires each Subgrantee to complete an Audit Certification
form within 60 days of the end of the entity’s fiscal year. This is used to determine if a Single Audit is required. All single audits and management letters must be
uploaded to the Federal Clearinghouse within nine months of the Subgrantee's fiscal year end. Upon receipt of the Single Audit, a review is completed to
determine if the packet submitted is complete and all opinions are provided. If the audit contains findings, they are reviewed and discussed by the Director if
Internal Audit, the Chief of Compliance and staff to determine the appropriate steps to ensure the entity corrects the issues identified in the audit report or
management letter. The Department issues correspondence to the entity, identifying that corrective action measures must be performed and requiring that
support documentation be provided. The entity is provided a time frame to complete the corrective action and to respond to the correspondence. The entity
must correct all identified issues within six months of the Single Audit being submitted to the Federal Clearinghouse.

The Department’s Compliance Monitor(s) keep abreast of the required timeframe for the entity to complete the corrective action and to provide the response.
‘When the response is received, the Department reviews the documentation to determine if the corrective action requirements have been met. If the issues have
not been corrected, the Compliance Monitor and/or Compliance Subrecipient Monitoring Director will notify the Chief of Compliance. The Chief of
Compliance may determine if the matter should be referred to the Department’s Enforcement Committee in accordance with Department Rules and standard
operating procedures. During the next monitoring visit to the entity, the Department will determine if the selection of expenditures or materials reviewed reflect
compliance with the respective requirement.

1. Program Oriented Management Training — Prior to continuing any weatherization-related program activity, all Subgrantee staff that perform any action related
to the WAP will be required to complete Program Oriented Management Training ("POM"). POM will include:

A. Review of WARP statutes and rules
B. Review of state program requirements

C. Review of financial and administrative best practices
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D. Review of program best practices
2. Intensive Training and Technical Assistance — Once POM is completed, Subgrantee staff will receive training on critical program components. At each stage
of Intensive T&TA, TDHCA team members will provide one-on-one guidance to Subgrantee staff to ensure the correct completion of each component. At the
end of Intensive T&TA, Subgrantee staff will have completed another step toward completion a weatherized unit.

A. Client file documentation

B. Payment and reimbursement documentation

C. Accompanied unit assessment

D. Accompanied Audit completion

E. Accompanied Interim construction walk-through

F. Accompanied Final inspection

3. Staged Program Operation — When Subgrantee staff has completed Intensive T&TA, the Subgrantee will complete a pre-determined number of client
intakes. Once the client intakes are completed, TDHCA team members will review the ensuing steps of the weatherization process in the following steps:

A. Review of the client file documentation

B. Review of unit assessments

C. Review of audit input and completion to work order
D. Accompanied final inspection

Once the Subgrantee has completed the determined number of units and the units have passed TDHCA monitoring, the Subgrantee will resume normal
operations for the remainder of the program year. The Subgrantee will be reviewed in April of each year for determination of continued funding.

If it is determined that the Subgrantee is not able to administer the weatherization program, the Department will follow the requirements in 10 TAC §2.202
Contract Closeout.

V.8.4 Training and Technical Assistance Approach and Activities

The Department provides Subgrantees with sufficient T& TA funding to obtain and/or maintain required certifications; such as: QCI, MF-QCI, Building
Analyst/Energy Auditor, Lead Safe Renovator, Lead Safe Worker, and OSHA 10 or 30. All training provided includes requirements for compliance with
QWP specifications. The Department will conduct trainings based upon the following:

o Grant Requirements or as directed by DOE monitor or audit reports.

o Subgrantee Request. The Department has an online request system, with a T&TA menu list, or section for the Subgrantee to make a specific request or
ask specific questions. The Department will contact the requestor and customize training to meet the need. https:/tdhca.wufoo.com/forms/request-for-
ca-program-assistance

o In addition, submitted questions or requests are reviewed for creating FAQs or to identify topics for regional trainings, workshops, or
individualized training.

o Monitor Reports. The Department’s compliance team shares monitoring issues with the training team. The training team will initially provide resources and
guides to address any findings, and follow up with T&TA as required.

o Trends across the Network will be addressed in regional trainings or workshops.
« Management Request. Management may make a specific request and dictate the type of training needed.

Tier 1 Training:

Tier 1 training will be provided by accredited IREC training providers. Tier 1 Training will continue along with ongoing training to maintain skills and
certifications. When federal requirements dictate Energy Auditor (EA) certifications they will be required. The Department will be requiring all Subgrantees to
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ensure their contractors receive other Tier 1 trainings, as needed. Each subcontractor for whom DOE funds are used to provide training for the certification, will
be required to enter into a retention agreement with the Subgrantee.

The Department has four certified QCI staff who monitor and/or train weatherization Subgrantees on quality weatherization work, proper diagnostics,
documentation, and compliance. The Department has a certified BPI Proctor who administers exams for QCI and MF-QCI. The Department continues to
provide T&TA to assist Subgrantees in preparing for and obtaining required certifications. The Department created an online Web-page dedicated to Quality
Work Plan requirements that contains guidance and resources. http://www.tdhca.state.tx.us/community-affairs/wap/quality-work-plan.htm

In 2017, the Department provided a Mobile Home Insulation course by Cal Steiner, via a regional series. Department T&TA staff provided a Managment
course, using a Learning Communities format that covered: production, procurement, cost allocation contractors, SWS, documentation, inventory, assessments,
QCI, and required diagnostics.

NOTE: New Mexico Energy Smart Academy recently partnered with a local Subrecipient to provide IREC certified courses in Texas including MFQCI and
Energy Auditor.

Tier 2 Training:

Tier 2 training will be provided by Department training and technical assistance staff or its designee. With experience as Program Officers and Trainers, the staff
has experience in Subgrantee monitoring, unit assessments, audits, materials installation, inspections, and the training and technical assistance that support each.
The staff consists of:

o Laura Saintey — 10+ years experience in the construction industry and 6+ years experience in the WAP. Certified QCI, LeadSafe Renovator, OSHA 10,
BPI Building Analyst Professional, BPI Certified Proctor, and attended DOE sponsored conferences.

o Jason Gagne- 2+ year experience in the WAP, BPI Building Analyst, Lead certified, OSHA 10, and attended DOE sponsored conferences.

o Kevin Glienke- 7+ years in weatherization monitoring and training, BPI certified, QCI, MF-QCI, and attended DOE sponsored conferences.

o Robert Moore- 8+ years of weatherization experience as a Texas WAP Subgrantee, QCI certified, BPI & Lead certified, OSHA 30 and attended DOE
sponsored conferences.

o Robert Kunz- 7+ years of weatherization experience as a Texas WAP Subgrantee, QCI certified, BPI & Lead certified, OSHA 30 and attended DOE
sponsored conferences.

In 2017, T&TA staff provided regional training to weatherization staff across the Network on proper diagnostics, Mobile Home Insulation and Weatherization
Management training.

QCI testing was performed by the Department's BPI proctor.

Training Schedule 2018:
Quarterly Phone Calls. Agendas will be evaluated for topics based upon need and identified areas of concern. Topics may include:

e Program Ramp-Up

o Production Schedules
Upcoming training dates
Relevant topics for the quarter
o Topics identified by compliance
o FAQs needing clarification
Closeout and Reporting

Dates for Network Calls:

April 2018
July 2018

o October 2018
o January 2019
April 2019
July 2019

Online trainings opportunities are passed onto the Network via the state association e-newsletter, along with other notifications regarding outside conferences or
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workshops.

The Department has posted a link to the Energy Audit tutorial on the Department's website. Training staff will provide technical assistance on a one on one basis
if necessary.

The Department is planning a Regional Series, hosted across the state, which will address the top three identified topics. For 2018, the Department has chosen
to focus on the following:

o Quality Work: In-process inspections
o Procuring for contractors
o Continued emphasis on final QCI's

Regional Training locations:

e Austin

e Dallas

e Houston

e San Antonio
o ElPaso

Evaluation of Training Activities

In order to evaluate compliance with the quality work specifications and the efficacy of its training activities, the training staff or its designee will review its
training activities semiannually and compare those to the Subgrantee monitoring reports. Additionally, Subgrantees will be given the opportunity to provide
feedback through online Training Evaluation. These evaluations are reviewed to make improvements to future provided T&TA. Training staff or its designee will
conduct periodic surveys to solicit input from Subgrantees as to their training needs.

More specific training will be designed for each Agency based on the information prompting the request. TA will be documented by using the online training and
technical assistance database. Additionally, for onsite T&TA visits, a report will be produced indicating Subgrantee staff present, materials and documents
presented to the Subgrantee, and expected outcomes.

Should a Subgrantee hire a new weatherization coordinator, the Subgrantee will be required to notify the Department in writing within 30 days of the date of
hiring the coordinator and request training. The Department will contact Subgrantees within 30 days of the date of notification to arrange for training. The
Department hosts a quarterly ‘New Manager/Executive Director” course for all new staff who oversees WARP staft/crews

Program Evaluation

The Department utilizes an online contract system to collect expenditure and performance data from Subgrantees. Each Subgrantee is assigned to a trainer that
monitors Subgrantee performance and expenditure on a quarterly basis utilizing dashboards. The Department developed a production tool to monitor
expenditure and completed units on a monthly basis. Each month Subgrantees submit a monthly production report that is reviewed by a trainer. Trainer contacts
Subgrantees regarding expenditure and performance each month.

Another method of evaluation is provided by the compliance division. The Department’s compliance staff provides the Subgrantees assigned trainer with a copy
of the agency’s most recent monitor report, which is used to assess performance/expenditures and individualized training needs.

Client Education
The Department requires WAP Subgrantees to provide client education to each WAP client. Subgrantees are required to provide (at a minimum) educational

materials in verbal and written format. Client education may include temperature strips that indicate the temperature in the room and energy savings materials,
instructions for equipment operation and/or maintenance.

V.9 Energy Crisis and Disaster Plan

n/a
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS
APRIL 26, 2018

Presentation, discussion, and possible action on approval of the Draft Program Year (“PY”) 2018
Department of Energy (“DOE”) Weatherization Assistance Program (“WAP”) Health and Safety Plan for
public comment

RECOMMENDED ACTION

WHEREAS, at the Board meeting of February 22, 2018, the Board approved the release of
the Draft PY 2018 DOE WAP State Plan for public comment, which included 1) the State
Plan and 2) the Health and Safety Plan;

WHEREAS, the State Plan is being presented to the Board under separate action at this
Board meeting for final approval to be submitted to DOE;

WHEREAS, after incorporating recent DOE guidance regarding the Health and Safety
Plan, significant enough changes were warranted to necessitate the re-release of the Health
and Safety Plan for public comment; and

WHEREAS, the attached Draft PY 2018 DOE WAP Health and Safety Plan is proposed
for public comment;

NOW, therefore, it is hereby

RESOLVED, that the Draft PY 2018 DOE WAP Health and Safety Plan, in the form
presented to this meeting, is hereby approved for public comment;

RESOLVED, that if the Department receives no substantive comment on the Health and
Safety Plan the Department will submit the Plan to DOE without returning to the Board for
further approval; and

FURTHER RESOLVED, that if public comment is substantive, the Final Health and
Safety Plan with consideration for public comment and technical corrections made by staff
will be presented to the Board no later than the meeting of June 28, 2018, and will serve as a
public hearing as required by 10 CFR §440.12(a).
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BACKGROUND

At the Board meeting of February 22, 2018, the Board authorized the release of the Draft PY 2018 DOE
WARP State Plan for public comment. During the comment period, Department staff became aware of new
DOE guidance affecting the portion of the DOE WAP State Plan known as the Health and Safety Plan.
After implementing the changes according to DOFE’s new guidance, staff determined that the Health and
Safety Plan had been revised enough to warrant that it be released for public comment again separately from
the State Plan. The State Plan along with a list of the entities to be awarded funds and the proposed award
amounts are proposed to be approved and submitted to DOE under separate Board action this meeting.

The more substantive changes in the Health and Safety Plan from the version originally proposed include:
Health and Safety measure categories and average expenditures to justify a Health and Safety budget greater
than 15%, a definition for at risk occupants (i.e. Vulnerable Populations), a new section addressing “Fuel
Leaks”, a new requirement for clients to sign a Radon Informed Consent Form, and removal of sections
“Fire Hazards” and “Spray Polyurethane Foam (SPF)” among other formatting and section name changes.

With approval by the Board, upon completion of the public comment period without substantive comment,
the Department will send the Health and Safety Plan with any necessary technical changes to DOE without
further Board action. However, if substantive public comment is received, the Department will present the
Health and Safety Plan to the Board no later than the meeting of June 28, 2018.

The Health and Safety Plan is an important component of the DOE WAP. It is a guide for those who
perform weatherization related work on homes (i.e. contractors, Subgrantees and Department staff) to limit
or avoid health and safety issues in homes being weatherized. It outlines the issues, allowable actions,
training and other aspects of many health and safety concerns. It considers such issues as combustion
appliance safety and carbon monoxide abatement, replacement of unvented space heaters with vented ones,
lead safe work practices, moisture control measures, building tightness assessments, mold and moisture
prevention, pest infestation, and exhaust fans and added ventilation when necessary.

The Draft Health and Safety Plan and details regarding a public hearing for the Plan will be posted on the
Department’s website no later than April 27, 2018. An announcement of the availability of the Draft Plan
and details regarding a public hearing for the Plan will be published in the Texas Register on May 11, 2018.
Public comment for the Plan will begin on May 11, 2018, and end on May 24, 2018, at 12 pm Austin local
time. Written comments may be submitted to Gavin Reid at gavin.reid@tdhca.state.tx.us. The Department
will conduct a public hearing for the Draft Plan on May 23, 2018, in Room 320 of the Thomas Jefferson
Rusk Building at 10:30 am Austin local time.

DOE regulations require a Weatherization Policy Advisory Council be designated in the DOE WAP State
Plan in order to provide guidance and comment on the Plan. The Policy Advisory Council is composed of
three individuals appointed by the Department. The Policy Advisory Council meeting is scheduled to occur
on May 24, 2018, after the public hearing and after general public comment has been received.
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The full text of the 2018 Draft Health and Safety Plan may be viewed at the Department’s website:
http://www.tdhca.state.tx.us/board/meetings.htm. The public may also receive a copy of the 2018 Draft

Health and Safety Plan by contacting Jason Gagne at jason.gagne@tdhca.state.tx.us or by phone at (512)
475-01660.
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Weatherization Grantee Health and Safety Plan

1.0 — GENERAL INFORMATION

Grantees are encouraged to enter additional information here that does not fit neatly in one of the other sections of this document.

Allowable Department of Energy (DOE) related health and safety (H&S) actions and expenditures are those
necessary to maintain the physical well-being of both the occupants and/or weatherization workers where:
e Costs are reasonable as determined by The Department of Energy (DOE) in accordance with this
approved Master Plan;
e The actions must be taken to effectively perform weatherization; or
e The actions are necessary as a result of weatherization work.

This plan will provide guidance to the Texas Weatherization Network. Health and Safety issues will be identified
by Program Assessors during the initial assessment. Weatherization Crews (either subcontracted or in house) will
perform the task(s) identified in the initial assessment and listed in the work order(s).

Weatherization agencies and their representatives, including subcontractors, are required to take all reasonable
precautions against performing work on homes that will subject the occupants or themselves to health and/or
safety risks. In cases where an occupant’s health is fragile, or an occupant has been identified to have a health
condition, including allergies, and/or the crew work activities would themselves constitute a health and/or safety
hazard, the occupant(s) at risk shall be required to leave during the performance of the work activities. In cases
where an occupant is identified as having an allergy to a specific weatherization material, that material will not
be installed. If comparable alternative materials are available and the occupant has no known allergies to the
alternative materials and they meet DOE regulations, crews/contractors may substitute the alternative
material(s). If no safe alternative material meeting DOE standards is available, the measure shall not be installed.
This must be well documented in the client file.

This health and safety plan is taken from a DOE approved template. The text at the top of the template is
boilerplate language and may not always apply to activities described in TDHCA’s DOE plan. Capitalized terms in
the Plan have definitions in Chapters 1, 2, or 6 of Part 1, Title 10 of the Texas Administrative Code.

Grantees are encouraged to budget Health & Safety (H&S) costs as a separate category and, thereby, exclude such costs from the average
cost per unit cost (ACPU) limitation. This separate category also allows these costs to be isolated from energy efficiency costs in program
evaluations. Grantees are reminded that, if H&S costs are budgeted and reported under the program operations category rather than the
H&S category, the related H&S costs must be included in the calculation of the ACPU and cost-justified through the approved energy audit.

Select which option is used below.
Separate Health and Safety Budget M Contained in Program Operations [J
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3.0 — HEALTH AND SAFETY EXPENDITURE LIMITS

Pursuant to 10 CFR 440.16(h), Grantees must set H&S expenditure limits for their Program, providing justification by explaining the basis for
setting these limits and providing related historical experience.

Low percentages should include a statement of what other funding is being used to support H&S costs, while larger percentages will require
greater justification and relevant historical support. It is possible that these limits may vary depending upon conditions found in different
geographical areas. These limits must be expressed as a percentage of the ACPU. For example, if the ACPU is 55,000, then an average
expenditure of 5750 per dwelling would equal 15 percent expenditures for H&S.

15 percent is not a limit on H&S expenditures but exceeding this amount will require ample justification. These funds are to be expended by
the Program in direct weatherization activities. While required as a percentage of the ACPU, if budgeted separately, the H&S costs are not
calculated into the per-house limitation. DOE strongly encourages using the table below in developing justification for the requested H&S
budget amount. Each H&S measure the Grantee anticipates addressing with H&S funds should be listed along with an associated cost for
each measure, and by using historical data the estimated frequency that each measure is installed over the total production for the year.

It is also recommend reviewing recent budget requests, versus expenditures to see if previous budget estimates have been accurate. The
resulting “Total Average H&S Cost per Unit” multiplied by the Grantee’s production estimate in the Annual File should correlate to the H&S
budget amount listed in the Grantee’s state plan.

Should a Grantee request to have more than 15 percent of Program Operations used for health and safety purposes, DOE will conduct a
secondary level of review. DOE strongly encourages use of this H&S template and matrix to help expedite this process
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H&S Measure Matrix - Optional

Double Click To Open For Editing

Cells this shade auto calculate

Enter Measure ¢ Enter Cost L Enter Frequency % Auto Calculates

ASHRAE Fans $292.00 59.0% $172.28
Lead Safe Measures $153.00 44.0% $67.32
Unsafe/Inoperable Central Furnace $2,026.00 28.0% $567.28
CAZ Construction $530.00 3.0% $15.90
CO Detector $52.00 77.0% $40.04
Smoke Alarms $31.00 69.0% $21.39
Electrical Repair (minor) $275.00 35.0% $96.25
Replace Unvented Space Heater (to VS $141.00 13.0% $18.33
Hi-Low Venting Water Heater $48.00 42.0% $20.16
Water Heater Measures $270.00 26.0% $70.20
Total Average H&S Cost Per Unit $1,089.15
Enter Estimated Production (Annual File: IV.2 WAP Production Schedule) = 871
Enter Estimated Program Operations Budget = 4,748,548
H&S Budget (Total Average H&S Cost Per Unit * Estimated Production) $948,649.65
Requested H&S Percentage Per Unit (H&S Budget/Program Operations) 20.0%

4.0 — INCIDENTAL REPAIR MEASURES

If Grantees choose to identify any H&S measures as incidental repair measures (IRMs), they must be implemented as such under the
Grantee’s weatherization program in all cases — meaning, they can never be applied to the H&S budget category. In order to be considered
IRMs, the measure must fit the following definition and be cost justified along with the associated efficiency measure;

Incidental Repairs means those repairs necessary for the effective performance or preservation of weatherization materials. Such repairs
include, but are not limited to, framing or repairing windows and doors which could not otherwise be caulked or weather-stripped and
providing protective materials, such as paint, used to seal materials installed under this program. (10 CFR 440 “Definitions”)

5.0 — DEFERRAL/REFERRAL POLICY

Deferral of services may be necessary if H&S issues cannot be adequately addressed according to WPN 17-06 guidance. The decision to
defer work in a dwelling is difficult but necessary in some cases. This does not mean that assistance will never be available, but that work
must be postponed until the problems can be resolved and/or alternative sources of help are found. If, in the judgment of the auditor, any
conditions exist which may endanger the health and/or safety of the workers or occupants, the unit should be deferred until the conditions
are corrected. Deferral may also be necessary where occupants are uncooperative, abusive, or threatening. Grantees must be specific in
their approach and provide the process for clients to be notified in writing of the deferral and what conditions must be met for
weatherization to continue. Grantees must also provide a process for the client to appeal the deferral decision to a higher level in the
organization.
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Grantee has developed a comprehensive written deferral/referral policy that covers both H&S, and other deferral
reasons?

Yes M No O

Where can this deferral/referral policy be accessed?

10 TAC RULE §6.415

6.0 — HAZARD IDENTIFICATION AND NOTIFICATION FORM(S)

Documentation forms must be developed that include at a minimum: the client's name and address, dates of the audit/assessment and
when the client was informed of a potential H&S issue, a clear description of the problem, a statement indicating if, or when weatherization
could continue, and the client(s) signature(s) indicating that they understand and have been informed of their rights and options.

Documentation Form(s) have been developed and comply with guidance?

Yes M No O
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7.0 — HEALTH AND SAFETY CATEGORIES

For each of the following H&S categories identified by DOE:

e  Explain whether you concur with existing guidance from WPN 17-06 and how that guidance will be implemented in your
Program, if you are proposing an alternative action/allowability, or if the identified category will not be addressed and will
always result in deferral. Alternatives must be comprehensively explained and meet the intent of DOE guidance.

e  Where an Action/Allowability or Testing is “required” or “not allowed” through WPN 17-06, Grantees must concur, or
choose to defer all units where the specific category is encountered.

o  “Allowable” items under WPN 17-06 leave room for Grantees to determine if the category, or testing, will be addressed and
in what circumstances.

e  Declare whether DOE funds or alternate funding source(s) will be used to address the particular category.

e Describe the explicit methods to remedy the specific category.

e  Describe what testing protocols (if any) will be used.

e Define minimum thresholds that determine minor and major repairs

e [dentify minimum documentation requirements for at-risk occupants

e Discuss what explicit steps will be taken to educate the client, if any, on the specific category if this is not explained
elsewhere in the Plan. Some categories, like mold and moisture, require client education.

e  Discuss how training and certification requirements will be provided for the specific category. Some categories, like Lead
Based Paint, require training.

e Describe how occupant health and safety concerns and conditions will be solicited and documented

Grantees may include additional H&S categories for their particular Programs. Additional categories must include, at a minimum, all
of the same data fields as the DOE-provided categories. Two additional tables have been created to utilize.

7.1 — AIR CONDITIONING AND HEATING SYSTEMS

Concurrence, Alternative, or Deferral

Concurrence with Guidance M Alternative Guidance O Results in Deferral O
Air Conditioning Unallowable Measure [0 Heating Unallowable Measure [
Funding
DOE W LIHEAP O State O Utility O Other O
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How do you address unsafe or non-functioning primary heating/cooling systems?

“Red tagged”, inoperable, or nonexistent primary heating and/or cooling system replacement, repair, or
installation is allowed due to extreme climate conditions in Texas for Vulnerable Populations.

Texas’ climate conditions include climate zones 2A, 2B, 3A, 3B, and 4B which can be described as Hot-Humid,
Hot-Dry, and Mixed-Dry. This diversity in climate conditions requires Texas to have the flexibility to address
all scenarios related to providing heating and cooling to Vulnerable Populations.

Subgrantee will use Manual J and/or NEAT/MHEA outputs to determine proper sizing of replacement heating
and cooling appliances. All heating and cooling systems will be evaluated as an energy conservation measure
before consideration as a health and safety measure.

If the heating/cooling system issue is determined to be beyond the scope of DOE WAP, weatherization
agencies will defer the work and refer the client to other resource agencies who may be able to address the
problem. Texas’ deferral policy and protocols shall always be strictly adhered to when deferring
weatherization work. If the client is completely without cooling or heating, the weatherization agencies shall
make a referral to an agency with funding that can provide Vulnerable Population clients with a portable air
conditioner or temporary means of heat, such as a portable heat pump or blankets.

Texas requires HVAC system installation to follow local and state code and it must be performed by a
licensed HVAC professional. Weatherization agencies may subcontract licensed HVAC companies/individuals
to perform heating/cooling systems installations and repairs if they follow proper state procurement
procedures.

When replacing a primary wood stove in a mobile/manufactured home the new unit must be listed for use
with manufactured homes and must be installed in accordance with their listings. Units that are not
manufacturer approved, discovered during an initial assessment, should be replaced with an approved
manufactured home appliance, under H&S. All state and local codes must be followed.

Vented space heaters shall be treated as furnaces. Combustion safety testing is required when combustion
appliances are present. Weatherization Assessors and Final Inspectors must conduct the combustion
appliance safety inspection. This includes all of the following: carbon monoxide testing, draft measurement,
spillage evaluation, worst case depressurization of the combustion appliance zone (CAZ), a safe flue pipe,
chimney or vent, adequate combustion air, and gas leakage as applicable. Combustion safety test results
must be acted upon appropriately according to the Standard Work Specifications and BPI protocols.
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How do you address unsafe or non-functioning secondary heating systems, Including unvented secondary
space heaters?

Maintenance and repair of secondary heating units is allowed.

Minor maintenance activities can be performed for traditional open masonry fireplaces and wood burning
stove/pellet stoves. This would be a health and safety issue requiring photo documentation and receipt of
services by the professional with a description of what services were performed. Inspection, repair and or
cleaning shall be sub-contracted to a qualified solid fuel heating system vendor

An unsafe, unrepairable open masonry fireplace would be treated similarly to that of an unvented space
heater if it is the primary source of heat. The fireplace must be rendered inoperable and replaced with a
vented heating unit. The type of existing fuel will dictate the replacement. If the client has a combustion fuel
source (e.g. - gas, propane, etc) then seal up the fireplace, and add a vented gas heater.

Testing will be required to assure adequate supply of electricity is available for existing stand alone electric
space heaters. This will be accomplished through the use of three wire circuit testers, GFl electrical outlet
testers, and line voltage testers. Repair, replacement or installation is not allowed. Removal is
recommended.

Removal is required, except as secondary heat where the unit conforms to ANSI Z21.11.2. Units that do not
meet ANSI Z21.11.2 must be removed prior to weatherization but may remain until a replacement heating
system is in place.

Testing for air-free carbon monoxide (CO) is to be performed. All units must have an ANSI Z21.11.1 label, and
meet IRC and IFGC codes. The client must be informed of the dangers of unvented space heaters — CO,
Moisture, and NO2. CO can be dangerous even if CO alarm does not sound.

Assessors must calibrate the CO tester outside the home and test the ambient air in the home; following the
standards in the Standard Works Specifications:
e Perform an inspection of the heater. Any of the following conditions are grounds for repair or
replacement:
0 Carbon monoxide (CO) test indicates ambient CO levels above 35 PPM
0 Bad burners (missing, broken, or otherwise un-repair-able)
0 Cross-fueled (between NG and LPG) and the orifices and/or pressure regulator have not
been changed
Missing radiants
Open flame burners
Rubber supply lines
Charring or scorching

O O OO

If the cause cannot be determined, Subgrantee must calibrate equipment and re-test. If still indeterminable,
refer to local gas company. Any time replacement is deemed necessary, first consider performing the
replacement as an ECM (energy saving measure) before replacing as a Health & Safety measure.
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Indicate Documentation Required for At-Risk Occupants
The application will be used to determine if a household includes Vulnerable Populations (also known as at-
risk occupants). Vulnerable Populations are defined as Elderly (60 or older), Disabled or Children 5 and
younger.

Testing Protocols
Make sure primary systems are present, operable, and performing correctly.

Check DOE-approved audit to determine if the system can be installed as an energy conservation measure
(ECM) prior to replacement as an H&S measure.

Determine and document presence of Vulnerable Populations when installing air-conditioning as a Health
and Safety (H&S) measure.

On combustion equipment, inspect chimney and flue and test for Combustion Appliance Zone (CAZ)
depressurization.

For solid fuel appliances look for visual evidence of soot on the walls, mantel or ceiling or creosote staining
near the flue pipe.

Client Education
When deferral is necessary, provide information to the client, in writing, describing conditions that must be
met in order for weatherization to commence. A copy of this notification must also be placed in the client
file.
Discuss appropriate use and maintenance of units.
Provide all paperwork and manuals for any installed equipment.

Discuss and provide information on proper disposal of bulk fuel tanks when not removed as part of the
weatherization work.

Where combustion equipment is present, provide safety information including how to recognize
depressurization.

Training
Licensing and/or certification for HVAC installers as required by authority having jurisdiction (AH)J).
CAZ depressurization test and inspection training.
Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees etc.

7.2 - ASBESTOS - ALL

What is the blower door testing policy when suspected Asbestos Containing Material (ACM) is identified?

This is not allowed if vermiculite is present. Subgrantee will inspect pipe and other coverings for asbestos.
Encapsulation is allowed by an AHERA asbestos control professional, and should be conducted prior to any
blower door testing if the materials are friable.

7.2a - Asbestos - in siding, walls, ceilings, etc.
Concurrence, Alternative, or Deferral
Concurrence with Guidance Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O
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How do you address suspected ACM’s in siding, walls, or ceilings that will be disturbed through the course
of weatherization work?

Asbestos is the name given to a number of naturally occurring fibrous minerals with high tensile strength, the
ability to be woven, and resistance to heat and most chemicals. Because of these properties, asbestos fibers
have been used in a wide range of manufactured goods, including roofing shingles, ceiling and floor tiles,
paper and cement products, textiles, coatings, and friction products such as automobile clutch, brake and
transmission parts. It is difficult to tell whether a material contains asbestos simply by looking at it, unless it is
labeled. If in doubt, treat the material as if it contains asbestos. Do not dust, sweep, or vacuum debris that
may contain asbestos. Never saw, sand, scrape, or drill holes in asbestos materials.

Removal of siding is allowed to perform energy conservation measures. All precautions must be taken not to

damage siding. Asbestos siding should never be cut or drilled. It is recommended, where possible, to insulate

through home interior to avoid disturbing or removing the asbestos siding on the exterior of the home.
Testing Protocols

Testing is allowed by a certified AHERA tester.

Visual inspection of exterior wall surface and subsurface, floors, walls, and ceilings for suspected ACM is

required prior to drilling or cutting.

Client Education

In every instance, clients shall be informed both verbally and in writing that suspected asbestos containing
materials are present. Clients shall also be informed as to the precautions that will be taken. Client written
materials shall include information about the potential health risks associated with asbestos.

Training and Certification Requirements
The OSHA Fact Sheet on Asbestos is available on the Department’s website under Health and Safety for all
Subgrantees’ use: http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm
On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm.
Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees, etc.
AHERA certification required for testing and allowable removal.

7.2b — Asbestos - in vermiculite

Concurrence, Alternative, or Deferral
Concurrence with Guidance ¥ Alternative Guidance O Results in Deferral O
Funding
DOE W LIHEAP O State O Utility O Other O

How do you address suspected ACM’s in vermiculite that will be disturbed through the course of
weatherization work?
When vermiculite is present, unless testing determines otherwise, take precautionary measures as if it
contains asbestos, such as not using blower door tests and utilizing personal air monitoring while in attics.
Where blower door tests are performed, it is a best practice to perform pressurization instead of
depressurization. Encapsulation by an AHERA certified asbestos control professional shall be allowed.
Removal shall not be allowed.

Testing Protocols
Testing is allowed by a certified AHERA tester.

Page 12 | 31 Draft 2018 HS Plan.Docx


http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm
http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm

Client Education
In every instance, clients shall be informed both verbally and in writing that suspected asbestos containing
materials are present. Clients shall also be informed as to the precautions that will be taken. Client written
materials shall include information about the potential health risks associated with asbestos.

Training and Certification Requirements
The OSHA Fact Sheet on Asbestos is available on the Department’s website under Health and Safety for all
Subgrantees’ use: http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm
On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm.
Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees, etc.
AHERA certification required for testing and allowable removal.

7.2c — Asbestos - on pipes, furnaces, other small covered surfaces

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O

How do you address suspected ACM’s (e.g., pipes, furnaces, other small surfaces) that will be disturbed
through the course of weatherization work?
Inspect pipes, furnaces, and other coverings for asbestos. Encapsulation is allowed by an AHERA asbestos
control professional and should be conducted prior to any blower door testing. Removal may also be allowed
by an AHERA asbestos control professional based on the situation as determined by the inspector or Agency
Representative

Testing Protocols
Testing is allowed by a certified AHERA tester.

Client Education
In every instance, clients shall be informed both verbally and in writing that suspected asbestos containing
materials are present. Clients shall also be informed as to the precautions that will be taken. Client written
materials shall include information about the potential health risks associated with asbestos.

Training and Certification Requirements

The OSHA Fact Sheet on Asbestos is available on the Department’s website under Health and Safety for all
Subgrantees’ use: http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm
On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm.
Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees, etc.
AHERA certification required for testing and allowable removal.

7.5 — BIOLOGICALS AND UNSANITARY CONDITIONS

(ODORS, MUSTINESS, BACTERIA, VIRUSES, RAW SEWAGE, ROTTING WOOD, ETC.)
Concurrence, Alternative, or Deferral

Concurrence with Guidance M Alternative Guidance [ Results in Deferral O
Unallowable Measure [
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Funding
DOE W LIHEAP O State O Utility O Other O

What guidance do you provide Subgrantees for dealing with biological and/or unsanitary conditions in
homes slated for weatherization?
Remediation of conditions that may lead to or promote biological concerns and unsanitary conditions is
allowed. Addressing bacteria and viruses is not an allowable cost. Deferral may be necessary in cases where a
known agent is present in the home that may create a serious risk to occupants or weatherization workers.

The use of personal protective equipment shall be strictly enforced. Respirators, protective eyewear, and
protective clothing will be worn when there is suspicion or knowledge that biological agents may be present
in order to eliminate or minimize crew exposure.

In the past, remediation of conditions listed under this health and safety category was not allowed. It is
allowable under WPN 17-7, except for the removal of known bacteria and viruses. Texas will assess the cost
effectiveness and necessity of remediation of conditions that lead to or promote biological concerns and
unsanitary conditions on a case by case basis.

Testing Protocols

A sensory inspection is required.

Client Education
Client must be informed of observed conditions. Clients must be provided information and explanation on
how to maintain a sanitary home and steps to correct deferral conditions, if applicable.

Training

On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm.
Additional training specific to identifying structural and roofing issues will be handled on an ongoing and as-
needed basis as identified by new requirements, new staff hires, results of monitoring reports, requests by
Subgrantees, etc.

7.6 — BUILDING STRUCTURE AND ROOFING

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O
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What guidance do you provide Subgrantees for dealing with structural issues (e.g., roofing, wall,
foundation) in homes slated for weatherization?
Building rehabilitation is beyond the scope of the WAP. Homes with conditions that require more than
incidental repair should be deferred.

While conducting the initial audit, the building structure shall be inspected for structural integrity. Minor
repairs to protect the DOE materials installed may be performed to protect the energy saving investment.
Dwellings whose structural integrity is in question should be referred to agencies that deliver HUD funds or
other appropriate local and state agencies. Weatherization services may need to be delayed or deferred until
the dwelling can be made safe for crews/contractors and occupants. Incidental (minor) repairs necessary to
effectively perform or preserve weatherization materials/measures are allowed. Examples of these include
sealing minor roof leaks to preserve new attic insulation and repairing water-damaged flooring as part of
replacing a water heater. Incidental structural repairs shall not include cosmetic applications, such as
replacing a floor covering such as a carpet or linoleum. Only the structural part shall be replaced/repaired.

How do you define “minor” or allowable structure and roofing repairs, and at what point are repairs
considered beyond the scope of weatherization?
Minor repairs would be repairs that are necessary for weatherization work to proceed, but that can be
justified in the whole house SIR by the site-specific audit. Repairs would be beyond the scope of
weatherization when causing the whole house SIR to drop below one.
If priority lists are used, and these repairs are designated as Incidental Repairs, at what point is a site-
specific audit required?

N/A — Priority List is not used.

Client Education
Clients shall be notified verbally and in writing regarding any structurally compromised areas. Appropriate
referral resources shall also be provided to the client.

Training

On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm.
Additional training specific to identifying structural and roofing issues will be handled on an ongoing and as-
needed basis as identified by new requirements, new staff hires, results of monitoring reports, requests by
Subgrantees etc.

7.7 — CODE COMPLIANCE

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O
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What guidance do you provide Subgrantees for dealing with code compliance issues in homes receiving
weatherization measures?
Correction of pre-existing code compliance issues is not an allowable cost other than where weatherization
measures are being conducted. When correction of preexisting code compliance issues is triggered and paid
for with WAP funds, Subgrantee must cite specific code requirements with reference to the weatherization
measure(s) that triggered the code compliance issue in the client file.

State and local (or jurisdiction having authority) codes must be followed while installing weatherization
measures. Condemned properties and properties where “red tagged” health and safety conditions exist that
cannot be corrected under this guidance should be deferred.

WAP funds may be used when weatherization measures are being conducted. They may not be used simply
to correct pre-existing code compliance issues.

Acquire all required permits and licenses pertinent to installing weatherization measures. These vary by
jurisdiction and it is the responsibility of each Subgrantee agency to know what the codes are in each of the
areas they work, as well as what permits and licenses are required in each of the areas they work.

What specific situations commonly trigger code compliance work requirements for your network? How are

they addressed?
Condemned properties shall be deferred. Properties where “red-tagged” health and safety conditions exist,
structural instability or damage (roof), electrical wiring type, condition or provisioning deficiencies, sewage
drainage deficiencies that cannot be addressed with DOE H&S funding, should be deferred.

Client Education
Inform client of observed code compliance issues. Make appropriate referrals as necessary.

Training

The Department is working with the State Energy Conservation Office (DOE State Energy Program Subgrantee
and is the State Authority to adopt code) on a collaborative effort to address code compliance issues. The
group will address code education throughout the state of Texas. Classes will be available to all Subgrantees
to attend at a nominal fee set by the group to cover costs.

7.8 — COMBUSTION GASES

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O
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Testing Protocols

A complete mechanical systems assessment is required to be completed on every home. The procedure
includes collecting general information; collecting and recording mechanical systems information; visual and
diagnostic inspection of the venting and distribution system; and, combustion analysis and diagnostic testing
of gas/propane fired equipment, and post-installation safety tests for CO. Combustion safety testing is
required when combustion appliances are present. Pre and post combustion appliance safety inspections
include all of the following: carbon monoxide testing, draft measurement, spillage evaluation, and worst case
depressurization of the combustion appliance zone (CAZ).

As applicable, every combustion appliance will be checked for a safe flue pipe, chimney or vent, adequate
combustion air, and gas leakage. DOE will not permit any DOE-funded weatherization work where the
dwelling unit is heated with an unvented gas- and/or liquid-fueled space heater as the primary heat source.
In such cases the primary space heater must be removed and a vented code compliant heat source must be
installed prior to the installation of weatherization measures. DOE will allow unvented gas- or liquid-fueled
space heaters to remain as secondary heat sources provided they comply with ANSI Z21.11.2, the IRC, and
the IFGC. LIHEAP-WAP may replace non-compliant secondary unvented gas- or liquid-fueled space heaters.

Per ASHRAE 62.2, at least one CO alarm must be present in every home. CO alarms must be installed in all
homes with combustion appliances; combustion appliances include: cook stoves, furnaces, water heaters,
wood and coal burning stoves. Combustion appliances must be installed to the IRC or local code regulations.

Client shall be provided with combustion safety and hazards information, including the importance of using
exhaust ventilation when cooking and keeping burners clean to limit the production of CO.

Best Practice:
e Combustion Appliance Zone (CAZ) Testing
e Isolating the Combustion Appliance Zone (CAZ)

How are crews instructed to handle problems discovered during testing, and what are the specific
protocols for addressing hazards that require an immediate response?
Proper venting to the outside for combustion appliances, including gas dryers, is required. Correction of
venting is allowed when testing indicates a problem.

Standard Work Specifications CO Action Levels

Client Education
Client shall be provided with combustion safety and hazards information, including the importance of using
exhaust ventilation when cooking and the importance of keeping burners clean to limit the production of CO.

Training

On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm.
Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees etc.

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Draft 2018 HS Plan.Docx Page 17 | 31


http://www.tdhca.state.tx.us/community-affairs/wap/docs/WAP-BP-CAZTesting.pdf
http://www.tdhca.state.tx.us/community-affairs/wap/docs/WAP-BP-CAZIsolating.pdf

Funding
DOE W LIHEAP O State O Utility O Other O

What guidance do you provide Subgrantees for dealing with electrical hazards, including knob & tube
wiring, in homes slated for weatherization?
Minor electrical repairs are allowed where health or safety of the occupant(s) may be at risk. Upgrades and
repairs are allowed when necessary to perform specific weatherization measures.

Aluminum wiring should be thoroughly inspected before any insulation work is done. If aluminum wiring is
found to be active and in the areas to be insulated, no insulation should be added. When electrical repairs
within the scope of the DOE WAP are required, the typical standard of remedy shall be to sub-contract the
repair work to a licensed electrician. All appropriate procurement procedures shall be followed when sub-
contracting. Testing shall include visual inspection, as well as voltage drop and voltage detection testing.
Provide client information on overloading circuits and electrical safety and risks.

How do you define “minor” or allowable electrical repairs, and at what point are repairs considered
beyond the scope of weatherization?
Minor upgrades and repairs necessary for weatherization measures and where the health or safety of the
occupant(s) is at risk may be allowed. Examples of minor repairs include exposed electrical connections,
damaged or nonworking switches and receptacles, and damaged or unsafe electrical wire conditions.

Prior to insulating around Knob and Tube wiring, cost effectiveness must be evaluated and barriers must be
installed to keep insulation at least three inches from the K&T. If K&T is permanently disabled (cannot be
energized again) then it may be insulated over.

Best Practice:
e Knob & Tube Wiring

If priority lists are used, and these repairs are designated as Incidental Repairs, at what point is a site-
specific audit required?

N/A — Priority List is not used.

Client Education
Provide information on overloading circuits and electrical safety and risks.

Training
On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm.
Additional training for how to identify electrical hazards and code compliance will be handled on an ongoing
and as-needed basis as identified by new requirements, new staff hires, results of monitoring reports,
requests by Subgrantees etc.

7.10 — FORMALDEHYDE, VOLATILE ORGANIC COMPOUNDS (VOCs),

FLAMMABLE LIQUIDS, AND OTHER AIR POLLUTANTS

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O
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Funding

DOE W LIHEAP O State O Utility O Other O

What guidance do you provide Subgrantees for dealing with formaldehyde, VOCs, flammable liquids, and
other air pollutants identified in homes slated for weatherization?

WAP workers may not remove pollutants. Removal of pollutants must be done by the client or a contracted
professional prior to weatherization work being performed. If pollutants pose a risk to workers and removal
cannot be performed by a professional or the client refuses to remove the pollutants, the unit must be
deferred.

Visual, sensory, combustion appliances inspection/testing and completion of Client Questionnaire &
Inspection Checklist shall be the primary detection method. All reasonable steps shall be taken to limit
worker exposure to VOCs, air pollutants and biological contaminants utilizing OSHA PPE guidelines. Many
VOCs are human-made chemicals that are used and produced in the manufacture of paints, paint thinner,
petroleum fuels, sealants, and refrigerants. When using products known to emit VOCs, increase ventilation is
required. Meet or exceed any label precautions. Identify, and if possible, have client or a contracted
professional remove the source. Biological contaminants include bacteria, molds, mildew, viruses, animal
dander and cat saliva, house dust, mites, cockroaches, and pollen. Identification of these contaminants can
indicate elevated relative humidity level in a home and improper ventilation which would need to be
addressed. State and local codes and regulations regarding disposal of toxic household wastes must be
followed. Texas WAP crews/contractors shall take every precaution necessary to minimize exposure to air
pollutants.

When using chemicals and products that may contain any of the pollutants within this category, strict
adherence to label instructions and precautions shall be required. Known pollutants must be removed by the
client or a contracted professional prior to performance of weatherization work.

Health and Safety Guidance
e EPA Guidance on Common Household Wastes & Materials
e |ndoor Air Quality

Testing Protocols

Sensory inspection shall be the primary detection method.

Client Education

Clients must be informed of any conditions and/or associated risks observed. Client must be given written
information on safety and proper disposal of household pollutants, if applicable.

Training

Guidance on how to recognize potential hazards and when removal is necessary is posted to the Department
Website: http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm

On-going Health & Safety training will continue via regional training, Q&As, and postings of FAQs to
Department Website. http://www.tdhca.state.tx.us/community-affairs/wap/guidance.htm

Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees etc.
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7.11 — FUEL LEAKS

(PLEASE INDICATE SPECIFIC FUEL TYPE IF POLICY DIFFERS BY TYPE)
Concurrence, Alternative, or Deferral

Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O

Remediation Protocols
Natural gas and LP gas piping system inspection and leakage testing will be conducted. An inspection of the
accessible gas piping and connections, from the natural gas meter or LP gas tank to a point where the supply
line connects to the gas valve of all appliances shall be completed.

When a minor gas leak is found on the utility side of service, the utility service must be contacted before
work may proceed.

Where the auditor confirms gas leakage or identifies deficiencies in gas piping materials, connections,
components, or supports, the deficiencies shall be marked and noted in project documentation. The
homeowner/occupant shall be notified that repairs must be made. The auditor shall recommend that the
homeowner/occupant immediately notify the gas company and/or a qualified professional to evaluate and
perform all necessary repairs. Notify utilities and temporarily halt work when leaks are discovered that are
the responsibility of the utility to address.

How do you define allowable fuel leak repairs, and at what point are repairs considered beyond the scope
of weatherization?
Allowable repairs/replacement includes but is not limited to:
Worn and/or leaking flexible gas lines and any flexible connectors manufactured prior to 1973
Worn or damaged gas valves
Appliance gas valve/regulator housing and connections
Client Education
Inform clients in writing if fuel leaks are detected.
Training

Fuel leak testing.

7.12 — GAS OVENS / STOVETOPS / RANGES

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O
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What guidance do you provide Subgrantees for addressing unsafe gas ovens/stoves/ranges in homes
slated for weatherization?

Replacement of cook stoves may be done with unrestricted funds from a funding source other than DOE.
Repair and cleaning are allowed.

Cook Stoves with high CO:
e (Clean or repair.
o If still has high CO levels, then see if another funding source is able to pay for the stove
replacement.
e |f no other source, the house must be deferred until the occupant can address the stove.
e Document all steps.
e Houses with stoves with CO levels of 200 ppm or higher which cannot be remedied must be
deferred. The money spent trying to fix it, unsuccessfully, would be charged to Program Support.

Testing Protocols

Test gas ovens for CO.
Inspect cooking burners and ovens for operability and flame quality.

Client Education

Inform clients of the importance of using exhaust ventilation when cooking and the importance of keeping
burners clean to limit the production of CO.

Training

Testing techniques
CO action levels

7.13 — HAZARDOUS MATERIALS DISPOSAL

[LEAD, REFRIGERANT, ASBESTOS, MERCURY (INCLUDING CFLS/FLUORESCENTS), ETC.]

(PLEASE INDICATE MATERIAL WHERE POLICY DIFFERS BY MATERIAL)
Concurrence, Alternative, or Deferral

Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding

DOE W LIHEAP O State O Utility O Other O

Client Education

Inform client in writing of hazards associated with hazardous waste materials being generated/handled in the
home.

Training

Appropriate Personal Protective Equipment (PPE) for working with hazardous waste materials.
Disposal requirements and locations.
Health and environmental risks related to hazardous materials.
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Disposal Procedures and Documentation Requirements
Refrigerants shall be pumped into a recovery tank and disposed at an EPA approved site.

Proper disposal procedures for Asbestos are available at Texas Commission on Environmental Quality (TCEQ):

Special Waste Disposal:
http://www.tceq.texas.gov/permitting/waste permits/msw_permits/msw_specialwaste.html

Texas WAP crews/contractors will follow all EPA RRP requirements for disposal of lead as well as state and
local code requirements.

Disposal procedures for mercury will follow TCEQ guidance available here:
https://www.tceq.texas.gov/assets/public/comm exec/pubs/rg/rg-377.pdf

7.14 — INJURY PREVENTION OF OCCUPANTS AND WEATHERIZATION WORKERS

(MEASURES SUCH AS REPAIRING STAIRS AND REPLACING HANDRAILS)
Concurrence, Alternative, or Deferral

Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O

What guidance do you provide Subgrantees regarding allowable injury-related repairs
(e.g., stairs, handrails, porch deck board)?
Workers must take all reasonable precautions against performing work on homes that will subject workers or
occupants to health and safety risks. Porch or stair repairs that would be required to make a home safe for
weatherization workers are not an allowable measure in the program. Such situations are considered to be
beyond the scope of Texas WAP.

How do you define “minor” or allowable injury prevention measures, and at what point are repairs
considered beyond the scope of weatherization? Quantify “minor” or allowable injury prevention
measures.

Minor injury prevention measures can include minor electrical repairs as described in section 7.9. Proper
safety protocols should be followed to reduce risk of injury as described in sections 7.20 and 7.23. Any other
injury prevention measure would be considered beyond the scope of WAP and shall result in unit deferral.

Training
OSHA 10 for crew members and OSHA 30 for supervisors.

7.15 — LEAD BASED PAINT

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O

Page 22 | 31 Draft 2018 HS Plan.Docx


http://www.tceq.texas.gov/permitting/waste_permits/msw_permits/msw_specialwaste.html
https://www.tceq.texas.gov/assets/public/comm_exec/pubs/rg/rg-377.pdf

Safe Work Protocols

Weatherization requires all weatherization crews/contractors working in pre-1978 housing to be trained in
Lead Safe Weatherization (LSW) and follow EPA’s Lead; Renovation, Repair and Painting Program (RRP) rule.
Deferral is required when the extent and condition of lead-based paint in the house would potentially create
further health and safety hazards.

In all pre-1978 homes, crews/contractors must assess the physical condition of the home prior to conducting
an audit. Texas recommends assuming that lead paint may be present in any house built prior to 1978 and to
follow the proper DOE LSW protocols, OSHA regulations and EPA regulations in all pre-1978 homes. Mobile
homes are exempt because lead was not used in the original manufacture of mobile homes. However,
crews/contractors must be alert to any mobile home remodels/add-ons that could have contained lead-
based paint or varnish.

Texas WAP crews/contractors will follow all EPA RRP requirements for disposal as well as state and local code
requirements.

Deferral is required when the extent and condition of lead-based paint in the house would potentially create
further H&S hazards.

Only those costs directly associated with the testing and lead safe practices for surfaces directly disturbed
during weatherization activities are allowable.

State policy mandates all workers on site on any weatherization project, whether they be a crew based
employee of one of the sub-contractors or a private sector contractor, must complete an eight (8) hour Lead
Safe Worker Practices Workshop.

Best Practice:
e |ead-safe Process and RRP Requirement

WX Videos
e 12 Steps to Lead Safety
e Health & Safety Series: Respirators & Personal Protective Equipment

Health and Safety Guidance
e |ead; Renovation, Repair, and Painting Program; Lead Hazard Information;

e Renovate Right

Testing Protocols

Testing is allowed per RRP requirements. Job site set up and cleaning verification is required by a Certified
Renovator. Texas WAP crews/contractors will use LSW work practices that decrease the amount of dust
generated.
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Client Education

All Subgrantees are required to provide a copy of “Renovate Right: Important Lead Hazard Information for
Families, Child Care Providers and Schools” to an adult occupant prior to work starting on the home.
This procedure is documented by a written acknowledgement that the adult occupant has received the
brochure and that the information was not only distributed, but also explained, or certify in writing that a
brochure had been delivered to an adult occupant and the provider has been unsuccessful in obtaining a
written acknowledgement, as directed in the publication. Confirmation of receipt of this brochure by the
client will be maintained in the client file.

Training and Certification Requirements
Each Subgrantee must be an EPA Certified Firm and have a Certified Lead Renovator on staff. The
Subgrantee is responsible to obtain and maintain the required certifications.

Documentation Requirements
Documentation in the client file must include Certified Renovator certification; any training provided on-site;
description of specific actions taken; lead testing and assessment documentation; and, photos of site and
containment set up. Include the location of photos referenced if not in file.

7.16 — MoLD AND MOISTURE
(INCLUDING BUT NOT LIMITED TO: DRAINAGE, GUTTERS, DOWN SPOUTS, EXTENSIONS,

FLASHING, SUMP PUMPS, DEHUMIDIFIERS, LANDSCAPE, VAPOR RETARDERS, MOISTURE

BARRIERS, ETC.)

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O

What guidance do you provide Subgrantees for dealing with moisture related issues (e.g., drainage,
gutters, down spouts, moisture barriers, dehumidifiers, vapor barrier on bare earth floors) in homes slated
for weatherization?

Limited water damage repairs can be addressed by weatherization workers. Correction of moisture and mold
creating conditions are allowed when necessary in order to weatherize the home and to ensure the long
term stability and durability of the measures. Where severe mold-like substance and moisture issues cannot

be addressed, deferral is required.

Visual assessment is required and diagnostics such as moisture meters are recommended pre-assessment
and prior to final inspection. The assessment shall assure existing mold-like conditions are noted,
documented and disclosed to the client; and, shall assure existing building envelope conditions do not
contribute to mold-like growth when weatherization measures are applied. Mold-like substance assessment
means a visual assessment combined with certain allowable diagnostics. It does not mean testing for mold.
DOE funds may not be used to test for mold-like substances.

Texas WAP crews/contractors shall follow the Mold/Moisture Assessment Checklist when conducting the
mold-like substances assessment at the time of the audit. Assessment shall include a general examination of
the building, to include:
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e Examine structure, maintenance activities, occupancy patterns
Visually look for mold-like substances and water staining

e Look for evidence of standing water

e Look for evidence of condensation

e Check basement or crawl space and attic for proper venting and exhaust
Outdoors:

e Soil grade or drainage toward foundation

e Standing water adjacent to foundation

e Wall and roof damage allowing water intrusion
e Missing or blocked rain gutters

e No downspout extensions

e Firewood stacked adjacent to house

e Excessive shrubbery around foundation

Heating/cooling systems:

Air intakes: debris (organic) vs. clean air

Filters: dirty, damp, poor type

Heat exchangers: dirty & damp coils, condensate pans, drainage, stagnant water
Ducts: contamination, moisture

Occupied Space:
e Plumbing leaks
e Water stains on walls, ceilings and around windows
e Musty odor
e Surface Condensation (especially during mild weather)
e Mold-like substances on carpeting
e Humidifiers
e Window air conditioners
e Lack of bathroom, kitchen exhaust
e Clothes dryer not vented to outside
e Firewood stored indoors
e Wet clothes drying indoors

The DOE Training Resource:
e Mold and Moisture given by Michael Vogel of MSU Weatherization Training Center is available to
all Subgrantees through TDHCA's website
e Energy Related Mold and Moisture...awareness and impacts for weatherization

Best Practice:
e Mold-safe Process

How do you define “minor” or allowable moisture-related measures, and at what point is work considered
beyond the scope of weatherization?

Defined in Mold-Safe process flow-chart http://www.tdhca.state.tx.us/community-affairs/wap/docs/WAP-
BP-Mold-Flowchart.pdf
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Client Education
Provide client notification and disclaimer on mold-like substances and moisture awareness. The unified
weatherization form that identifies if there are mold-like substances, must be included in the client files,
regardless of whether there is mold-like substance in the home or not. A Mold -Like Substance Notification
and Release Form for Texas Weatherization Programs must be filled out if mold or mold-like substances are
found in the home. Texas Department of State Health Services, Consumer Mold Information Sheet is required
to be given to clients who have moisture problems or mold-like substances, as part of client education.

Training

The DOE power-point presentation training on Mold and Moisture given by Michael Vogel of MSU
Weatherization Training Center is available to all Subgrantees through TDHCA’s website:
http://www.tdhca.state.tx.us/community-affairs/wap/wap-training-videos.htm.
Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees etc.

7.17 — PESTS

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O

What guidance do you provide Subgrantees for dealing with pests and pest intrusion prevention in homes
slated for weatherization?

Pest removal is allowed only where infestation would prevent weatherization or poses a health and safety

concern for workers. Infestation of pests may be cause for deferral where it cannot be reasonably removed.

Determine whether the pest infestation would prevent or hamper the weatherization work. If removal is a
viable and cost-effective option, take the necessary steps to remove the pest infestation problem so that the
weatherization work can proceed. If removal is not a viable and cost-effective option or significant health and
safety risks exist, defer the weatherization work and provide client with appropriate referral information.

Best Practice:
e Pests

Define Pest Infestation Thresholds, Beyond Which Weatherization Is Deferred
Costs beyond $50 in labor and materials to mitigate pest infestations will be addressed by TDHCA to
determine if deferral is necessary.

Testing Protocols
Assessment of presence and degree of infestation and risk to worker.
Client Education
Inform client of observed pest condition and associated risks and document in client file.

Training
How to assess presence and degree of infestation, associated risks, and deferral policy.
Additional training will be handled on an ongoing and as-needed basis as identified by new requirements,
new staff hires, results of monitoring reports, requests by Subgrantees etc.
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7.18 — RADON

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State OO Utility O Other O

What guidance do you provide Subgrantees around radon?
TDHCA will provide subgrantees with a Radon Informed Consent Form and the EPA’s A Citizen’s Guide to
Radon.

State specific resources can be found at:
https://www.epa.gov/radon/find-information-about-local-radon-zones-and-state-contact-
information#tstateradon

The Texas Department of State Health Services website also contains useful information:
e Radon

Testing Protocols
Testing in not authorized in Texas WAP as Texas has no areas of "Highest Potential," according to the United
States Environmental Protection Agency standards.

Client Education
Provide all clients EPA’s A Citizen’s Guide to Radon and inform them of radon related risks.
https://www.epa.gov/radon/citizens-quide-radon-guide-protecting-yourself-and-your-family-radon

Training and Certification Requirements

Training will be provided regarding updated requirements per WPN 17-7 including use of the informed
consent form.

Documentation Requirements

Client signed informed consent form.

7.19 — SAFETY DEVICES: SMOKE AND CARBON MONOXIDE ALARMS, FIRE

EXTINGUISHERS

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O
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What is your policy for installation or replacement of the following:

Smoke Alarms:
Smoke alarms may be installed where alarms are not present or are inoperable.

At minimum, all Dwelling Units should have at least one smoke alarm on each level, including one near the
combustion zone and at least one near the bedrooms. Ceiling-mounted smoke alarms must be mounted at
least 6 inches from any wall. Wall-mounted smoke alarms must be installed at least 6 but less than 18 inches
from the ceilings. They should always be installed according to applicable local codes or ordinances.

Don’t install smoke alarms in these cases:
e In a home that already has a functioning smoke alarm
e  Within 12 inches of exterior doors and windows
e With an electrical connection to a switched circuit
e With a connection to a ground-fault interrupter circuit (GFCI)

Carbon Monoxide Alarms:
CO alarms must be installed where alarms are not present or are inoperable.

A CO alarm should also be installed in accordance with SWS. CO alarms should be installed in all homes with
unvented space heaters (all unvented space heaters must comply with ANSI Z21.11.2) and in all homes
where backdrafting could occur in a furnace, space heater, wood stove, fireplace, or water heater. Always
install CO alarms according to the manufacturer’s instructions.

Don’t install CO alarms in these cases:
e Inaroom that may get too hot or cold for alarm to function properly
e Within 5 feet of a combustion appliance, vent, or chimney
e Within 5 feet of a storage area for vapor-producing chemicals
e  Within 12 inches of exterior doors and windows
e Within a furnace closet or room
e With an electrical connection to a switched circuit
e With a connection to a ground-fault interrupter circuit (GFCI)

Fire Extinguishers: A fire extinguisher may be provided in homes with solid fuel burning equipment. The fire
extinguisher must be installed according to the manufacturer’s standards and local code in the vicinity of the
primary heating source.

Testing Protocols

Check existing alarms for operation.
Verify operation of installed alarms.

Client Education

The client will be provided with the manufacturer’s information sheet on use of smoke/CO detectors.

Training

Location and code requirements for installation of alarms.
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7.20 — OCCUPANT HEALTH AND SAFETY CONCERNS AND CONDITIONS

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O

What guidance do you provide Subgrantees for soliciting the occupants’ health and safety concerns related
to components of their homes?
A Health & Safety Questionnaire/ Checklist for use by Subgrantees can be found under Client and Field
Assessment Forms on the Department Website:
http://www.tdhca.state.tx.us/communityaffairs/wap/guidance.htm
What guidance do you provide Subgrantees for determining whether occupants suffer from health
conditions that may be negatively affected by the act of weatherizing their home?
Subgrantee must discuss results of survey with clients and potential measures list to determine if any
measures could have an effect on the client’s health.
What guidance do you provide Subgrantees for dealing with potential health concerns when they are
identified?
When a person’s health may be at risk and/or the work activities could create an H&S hazard the at risk
occupant will be required to take appropriate action based on the severity of the risk.

Temporary relocation of Vulnerable Populations may be allowed. Failure or inability to take appropriate
actions will result in a deferral.

Client Education
Provide client information of any known risks. Provide worker contact information so client can inform of any
issues.
Documentation Form(s) have been developed and comply with guidance? Yes M No OO

7.21 — VENTILATION AND INDOOR AIR QUALITY

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O

Identify the Most Recent Version of ASHRAE 62.2 Implemented (optional: identify Addenda used)
Texas WAP has adopted the ASHRAE 62.2 2016 standard.
Testing and Final Verification Protocols
Required measurements, including fan flow of existing fans installed equipment, will be captured on the
TDHCA provided Blower Door and Duct Blower Data Sheet (XLS). Pre and post measurements must be
calculated using the ASHRAE 62.2-2016 Calculator or other certified software.
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Client Education
Provide client with information on function, use, and maintenance (including location of service switch and
cleaning instructions) of ventilation system and components.

Provide client with equipment manuals for installed equipment.
Include disclaimer that ASHRAE 62.2 does not account for high polluting sources or guarantee indoor air
quality.

Training
Training for use of the new ASHRAE 62.2-2016 Calculator is available on the RedCalc website and TDHCA
provides training on the difference between the 2013 and 2016 standard on an as needed basis.

Tools and Guides:
e Exhaust Fan Flow Meter Quick Guide (PDF)
e Single-Family Homes: Standard Work Specifications Field Guide (PDF)

7.22 — \WINDOW AND DOOR REPLACEMENT, WINDOW GUARDS
Concurrence, Alternative, or Deferral

Concurrence with Guidance M Alternative Guidance [ Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O

What guidance do you provide to Subgrantees regarding window and door replacement and window
guards?
Replacement, repair, or installation is not an allowable health and safety cost but may be allowed as an
efficiency measure if cost justified.

When working on windows follow LSW requirements for pre-1978 homes.
Testing Protocols

Not applicable

Client Education
Provide written information on lead risks wherever issues are identified.
Training
Guidance is provided through two best practices:
Window Repair or Replacement
Door Repair or Replacement

7.23 — WORKER SAFETY (OSHA, ETC.)

Concurrence, Alternative, or Deferral
Concurrence with Guidance M Alternative Guidance O Results in Deferral O

Funding
DOE H LIHEAP O State O Utility O Other O

How do you verify safe work practices? What is your policy for in-progress monitoring?
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Workers must follow OSHA standards and Safety Data Sheets (SDS) and take precautions to ensure the health
and safety of themselves and other workers. SDS must be posted wherever workers may be exposed to
hazardous materials.

As part of the safety for crew, assessors will indentify health and safety hazards according the OSHA method
“Focus Four” which includes, electrical, fall protection, caught in and between, and struck-by hazards. The
client will be informed in writing of any hazards and the associated risks that may have been observed.

Health and Safety Guidance
OSHA Focus Four

Training and Certification Requirements
OSHA 10-hour training for all crew level WAP employees
OSHA 30-hour training for all crew leaders
All OSHA training shall be updated as required and kept current.
SDS must be present at the work sites.

7.24 — WATER HEATERS

Concurrence, Alternative, or Deferral
Concurrence with Guidance O Alternative Guidance M Results in Deferral O

Funding
DOE W LIHEAP O State O Utility O Other O

Remediation Protocols

Replacement or repair of water heaters is allowed on a case by case basis. The Subgrantees must initially
attempt to qualify existing Water Heater as an ECM. If the Water Heater does not rank, Subgrantees may
repair or replace the existing unit as a Health and Safety Measure. Further detailed in the Water Heater
Replacement Best Practice on the TDHCA Website:
http://www.tdhca.state.tx.us/community-affairs/wap/docs/WAP-BP-WaterHeaterRepairorReplace.pdf

Testing Protocols
Appropriate combustion appliance testing and water temperature testing.

Client Education
Clients shall be given all manufacturers information on the appropriate use and maintenance of water
heating units.

Training
Combustion Appliance Zone (CAZ) training and identifying potential hazards associated with water heaters.
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action on release of the Draft FFY 2019 Low Income Home Energy
Assistance Program (“LIHEAP”) State Plan to be made available for public comment

RECOMMENDED ACTION

WHEREAS, the Texas Department of Housing and Community Affairs (“Department”)
develops and submits a State Plan to the U.S. Department of Health and Human Services
(“USHHS”) each year to administer the LIHEAP; and

WHEREAS, the Department has not yet received final grant guidance from USHHS for
preparation of the Draft FFY 2019 LIHEAP State Plan (“Plan”), but has prepared the Plan
for public comment based on existing USHHS guidance;

NOW, therefore, it is hereby

RESOLVED, that the Plan, in the form presented to this meeting, is hereby approved to be
released for public comment and public hearing, and to be announced in the Texas Register;

RESOLVED, that if USHHS releases different guidance after Board approval, the Board
authorizes staff to make needed conforming changes and non-substantive changes to the
Plan, and to change the public hearing dates and the comment period;

RESOLVED, that the Department is intending to propose rule changes to 10 TAC Chapter
6 Community Affairs Programs, and if this or other rulemaking results in changes, the Plan
will be revised to reflect those changes as applicable; and

FURTHER RESOLVED, that the final plan with consideration for final grant guidance,
public comment and technical corrections made by staff, along with award
recommendations to subrecipients is anticipated to be presented to the Board later in the
summer.

BACKGROUND

The Depattment develops and submits to USHHS a LIHEAP Plan each year on ot before September 1.
USHHS provides a model plan to guide the format and content. The draft, upon approval by the Board, will
be released for public comment and four public hearings will be held around the state. Public hearings
provide the opportunity for comment from the public and the subrecipient network. Public hearings for the
Plan will be held as follows:
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Wednesday, May 30, 2018 from 5:30-6:30 p.m. in the Thomas Jefferson Rusk Building, Room 320, located
at 208 East 10" Street, Austin, TX 78701

Wednesday, May 30, 2018 from 1:00-2:00 p.m. at 959 E. Rosedale, Fort Worth, TX 76104
Thursday, May 31, 2018 from 5:30-6:30 p.m. at 3838 Aberdeen Way, Houston, TX 77277

Thursday, May 31, 2018 from 2:00-3:00 p.m. at 1101 E. Garden Lane, Midland, TX 79701

The public comment period to accept comments regarding the Plan will be open from Friday, May 11, 2018
through Monday, June 4, 2018 at 5:00 p.m. Austin local time. Written comments concerning the Plan may
also be submitted to the Texas Department of Housing and Community Affairs, Community Affairs
Division, P.O. Box 13941, Austin, TX 78711-3941, ot by email to gavin.reid@tdhca.state.tx.us, or by fax to
(512) 475-3935. Comments are due no later than 5:00 p.m. Austin local time, Monday, June 4, 2018.

Upon completion of the public hearings and public comment period, staff will modify the Plan, if
appropriate, based on public comment. Staff will also include any changes required by federal guidance,
although staff anticipates they will be minimal, if any. Staff anticipates presenting the revised Plan, along
with recommendations for subrecipient awards, to the Board for review and final approval later in the

summer.

LIHEARP funds, as reflected in the Plan, are utilized in the following three ways:

e The Department allocates at least 75% of the LIHEAP funds to the Comprehensive Energy
Assistance Program (“CEAP”) which provides utility assistance to eligible households, including
crisis assistance and services to reduce home energy needs.

e The Department allocates up to 15% of the LIHEAP funds to the Weatherization Assistance
Program (“WAP”). It should be noted that there is generally greater flexibility with LIHEAP
weatherization funds than U.S. Department of Energy (“DOE”) weatherization funds, so
continuing to allocate some portion of these funds for this activity allows households to receive
more comprehensive assistance than were they to be served solely by DOE WAP.

e The Department allocates 10% of LIHEAP funds for Department and subrecipient administration.

In review of the Plan, attached, it should be noted that the Plan follows a template and series of required
responses pre-determined by USHHS with character limitations and specific instructions.
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LOW INCOME HOME ENERGY ASSISTANCE PROGRAM (LIHEAP)
MODEL PLAN
PUBLIC LAW 97-35, AS AMENDED
FEDERAL FISCAL YEAR 2019

GRANTEE: Texas Department of Housing and Community Affairs
EIN: 17426105429
ADDRESS: P.O. Box 13941

Austin, Texas 78711-3941

LIHEAP COORDINATOR: Michael DeYoung

EMAIL: michael.deyoung@tdhca.state.tx.us
TELEPHONE: (512) 475-2125 FAX: (512) 475-3935
CHECK ONE: TRIBE / TRIBAL ORGANIZATION STATE__X INSULAR AREA

Department of Health and Human Services
Administration for Children and Families
Office of Community Services

Washington, DC 20447

August 1987, revised 05/92, 02/95, 03/96, 12/98, 11/01
OMB Approval No. 0970-0075

THE PAPERWORK REDUCTION ACT OF 1995 (Pub. L. 104-13)

Use of this model plan is optional. However, the information requested is required in order to receive a Low Income
Home Energy Assistance Program (LIHEAP) grant in years in which the grantee is not permitted to file an abbreviated
plan. Public reporting burden for this collection of information is estimated to average 1 hour per response, including
the time for reviewing instructions, gathering and maintaining the data needed, and reviewing the collection of
information. An agency may not conduct or sponsor, and a person is not required to respond to, a collection of
information unless it displays a currently valid OMB control number.




Assurances

The Texas Department of Housing and Community Affairs agrees to:

(1) use the funds available under this title to--

(A) conduct outreach activities and provide assistance to low income households in meeting
their home energy costs, particularly those with the lowest incomes that pay a high
proportion of household income for home energy, consistent with paragraph (5);

(B) intervene in energy crisis situations;

(C) provide low-cost residential weatherization and other cost-effective energy-related home
repair; and

(D) plan, develop, and administer the State's program under this title including leveraging
programs, and the State agrees not to use such funds for any purposes other than those
specified in this title;

(2) make payments under this title only with respect to--
(A) households in which one or more individuals are receiving--

(i) assistance under the State program funded under part A of title IV of the Social
Security Act;

(i) supplemental security income payments under title XVI of the Social Security Act;
(iii) food stamps under the Food Stamp Act of 1977; or

(iv) payments under section 415, 521, 541, or 542 of title 38, United States Code, or
under section 306 of the Veterans' and Survivors' Pension Improvement Act of 1978;
or

(B) households with incomes which do not exceed an amount equal to 150 percent of the
poverty level for such State; or
(ii) an amount equal to 60 percent of the State median income;

except that a State may not exclude a household from eligibility in a Federal fiscal year solely on
the basis of household income if such income is less than 110 percent of the poverty level for such
State, but the State may give priority to those households with the highest home energy costs or
needs in relation to household income.

(3) conduct outreach activities designed to assure that eligible households, especially households
with elderly individuals or disabled individuals, or both, and households with high home energy
burdens, are made aware of the assistance available under this title, and any similar energy-related
assistance available under subtitle B of title VI (relating to community services block grant program)
or under any other provision of law which carries out programs which were administered under the
Economic Opportunity Act of 1964 before the date of the enactment of this Act;



(4) coordinate its activities under this title with similar and related programs administered by the
Federal Government and such State, particularly low-income energy-related programs under
subtitle B of title VI (relating to community services block grant program), under the supplemental
security income program, under part A of title IV of the Social Security Act, under title XX of the
Social Security Act, under the low-income weatherization assistance program under title IV of the
Energy Conservation and Production Act, or under any other provision of law which carries out
programs which were administered under the Economic Opportunity Act of 1964 before the date
of the enactment of this Act;

(5) provide, in a timely manner, that the highest level of assistance will be furnished to those
households which have the lowest incomes and the highest energy costs or needs in relation to
income, taking into account family size, except that the State may not differentiate in
implementing this section between the households described in clauses 2(A) and 2(B) of this
subsection;

(6) to the extent it is necessary to designate local administrative agencies in order to carry out the
purposes of this title, to give special consideration, in the designation of such agencies, to any local
public or private nonprofit agency which was receiving Federal funds under any low-income energy
assistance program or weatherization program under the Economic Opportunity Act of 1964 or any
other provision of law on the day before the date of the enactment of this Act, except that--

(A) the State shall, before giving such special consideration, determine that the agency
involved meets program and fiscal requirements established by the State; and

(B) if there is no such agency because of any change in the assistance furnished to programs
for economically disadvantaged persons, then the State shall give special consideration in
the designation of local administrative agencies to any successor agency which is operated
in substantially the same manner as the predecessor agency which did receive funds for the
Federal fiscal year preceding the Federal fiscal year for which the determination is made;

(7) if the State chooses to pay home energy suppliers directly, establish procedures to--
(A) notify each participating household of the amount of assistance paid on its behalf;

(B) assure that the home energy supplier will charge the eligible household, in the normal
billing process, the difference between the actual cost of the home energy and the amount
of the payment made by the State under this title;

(C) assure that the home energy supplier will provide assurances that any agreement
entered into with a home energy supplier under this paragraph will contain provisions to
assure that no household receiving assistance under this title will be treated adversely
because of such assistance under applicable provisions of State law or public regulatory
requirements; and

(D) ensure that the provision of vendor payments remains at the option of the State in
consultation with local grantees and may be contingent on unregulated vendors taking
appropriate measures to alleviate the energy burdens of eligible households, including
providing for agreements between suppliers and individuals eligible for benefits under this
Act that seek to reduce home energy costs, minimize the risks of home energy crisis, and



encourage regular payments by individuals receiving financial assistance for home energy
costs;

(8) provide assurances that--

(A) the State will not exclude households described in clause (2)(B) of this subsection from
receiving home energy assistance benefits under clause (2), and

(B) the State will treat owners and renters equitably under the program assisted under this
title;

(9) provide that--

(A) the State may use for planning and administering the use of funds under this title an
amount not to exceed 10 percent of the funds payable to such State under this title for a
Federal fiscal year; and

(B) the State will pay from non-Federal sources the remaining costs of planning and
administering the program assisted under this title and will not use Federal funds for such
remaining cost (except for the costs of the activities described in paragraph (16));

(10) provide that such fiscal control and fund accounting procedures will be established as may be
necessary to assure the proper disbursal of and accounting for Federal funds paid to the State
under this title, including procedures for monitoring the assistance provided under this title, and
provide that the State will comply with the provisions of chapter 75 of title 31, United States Code
(commonly known as the "Single Audit Act");

(11) permit and cooperate with Federal investigations undertaken in accordance with section 2608;

(12) provide for timely and meaningful public participation in the development of the plan
described in subsection (c);

(13) provide an opportunity for a fair administrative hearing to individuals whose claims for
assistance under the plan described in subsection (c) are denied or are not acted upon with
reasonable promptness; and

(14) cooperate with the Secretary with respect to data collecting and reporting under section 2610.

(15) beginning in Federal fiscal year 1992, provide, in addition to such services as may be offered by
State Departments of Public Welfare at the local level, outreach and intake functions for crisis
situations and heating and cooling assistance that is administered by additional State and local
governmental entities or community-based organizations (such as community action

agencies, area agencies on aging and not-for-profit neighborhood-based organizations), and in
States where such organizations do not administer functions as of September 30, 1991, preference
in awarding grants or contracts for intake services shall be provided to those agencies that
administer the low-income weatherization or energy crisis intervention programs.

* This assurance is applicable only to States, and to territories whose annual regular LIHEAP allotments exceed
$200,000. Neither territories with annual allotments of $200,000 or less nor Indian tribes/tribal organizations are
subject to Assurance 15.



(16) use up to 5 percent of such funds, at its option, to provide services that encourage and enable
households to reduce their home energy needs and thereby the need for energy assistance,
including needs assessments, counseling, and assistance with energy vendors, and report to the
Secretary concerning the impact of such activities on the number of households served, the level of
direct benefits provided to those households, and the number of households that remain unserved.

Certification to the Assurances: As Chief Executive Officer, | agree to comply with the sixteen
assurances contained in Title XXVI of the Omnibus Budget Reconciliation Act of 1981, as amended.
By signing these assurances, | also agree to abide by the standard assurances on lobbying,
debarment and suspension, and a drug-free workplace.

Signature of the Tribal or Board Chairperson or Chief Executive Officer of the State or Territory.

Signature:

Title: Executive Director, Texas Department of Housing and Community Affairs

Date: August, 2018

The Governor of Texas has delegated the responsibility of signing this document to the Executive
Director of the Texas Department of Housing and Community Affairs. A copy of the letter is
attached.

The EIN (Entity Identification Number) of the Texas Department of Housing & Community Affairs,
which receives the grant funds, appears on the cover of this application.

In the above assurances which are quoted from the law, "State" means the 50 States, the District of
Columbia, an Indian Tribe or Tribal Organization, or a Territory; "title" of the Act refers to Title XXVI
of the Omnibus Budget Reconciliation Act of 1981 (OBRA), as amended, the "Low Income Home
Energy Assistance Act"; "section" means Section 2605 of OBRA; and, "subsection" refers to Section
2605(b) of OBRA.



Section 1°
Program Components, 2605(a), 2605(b)(1) — Assurance 1, 2605(c)(1)(C)

1.1 Check which components you will operate under the LIHEAP program. (Note: You
must provide information for each component designated here as requested elsewhere in this
plan.)

Dates of Operation?

|X| Heating assistance Start date: 10/01/2018 End date: 09/30/2020
|X| Cooling assistance Start date: 10/01/2018 End date: 09/30/2020
|X| Crisis assistance Start date: 10/01/2018 End date: 09/30/2020
|X| Weatherization assistance Start date: 10/01/2018 End date: 09/30/2020

Estimated Funding Allocation, 2604(c), 2605(k)(1), 2605(b)(9), 2605(b)(16) — Assurances 9 and 16

1.2 Estimate what amount of available LIHEAP funds will be used for each component
that you will operate: The total of all percentages must add up to 100%.

10% heating assistance

40% cooling assistance

25% crisis assistance

Up to 15% weatherization assistance’

0% carryover to the following Federal fiscal year

10% administrative and planning costs

0% services to reduce home energy needs including needs assessment (Assurance 16)
0% used to develop and implement leveraging activities

100% TOTAL

! Capitalized terms are defined in Title 10, Chapters 1, 2, or 6 (as applicable) of the Texas Administrative Code or by
federal law.

? Dates of operation signify periods in which we most expect seasonal usage. ldentification of these periods does not
limit the payment of assistance on any “seasonal” basis.

*1f 15% is not used for weatherization assistance, the balance will be added to heating, cooling, or crisis assistance as
needed.



Alternate Use of Crisis Assistance Funds, 2605(c)(1)(C)

1.3 The funds reserved for winter crisis assistance that have not been expended by March 15 will
be reprogrammed to:

|:| Heating assistance

|:| Weatherization assistance

[ ] Cooling assistance

@ Other (specify): funds are utilized for all eligible components

Categorical Eligibility, 2605(b)(2)(A) — Assurance 2, 2605(c)(1)(A), 2605(b)(8A) — Assurance 8

1.4 Do you consider households categorically eligible if one household member receives one of
the following categories of benefits in the left column below? |X| Yes |:| No

Program Cooling | Heating | Crisis | Weatherization
Temporary Assistance for Needy Families No No No No
Supplemental Security Income Yes Yes Yes Yes
Supplemental Nutrition Assistance Program | No No No No
Means-tested Veterans Programs Yes Yes Yes Yes

1.5 Do you automatically enroll households without a direct annual application?

|:| Yes |X| No

1.6 How do you ensure there is no difference in the treatment of categorically eligible households
from those not receiving other public assistance when determining eligibility and benefit amounts?
Texas provides Categorical Eligibility for SSI and Means-Tested Veterans Programs into its program.
State rules were amended to include a provision that there is to be no difference in the treatment
of Categorically Eligible Households. The Department has a system for persons to submit
complaints and the monitoring reviews would also note any differences in treatment of persons
that are or are not Categorically Eligible.

SNAP Nominal Payments
1.7 Do you allocate LIHEAP funds toward a nominal payment for SNAP households? If you
answered “yes” to question 1.71 you must provide a response to 1.7b, 1.7c, 1.7d.

a. |:| Yes |E No

b. Amount of Nominal Assistance: $ NA
c. Frequency of Assistance:
D Once per year
D Once every five years
D Other (describe): NA
d. How do you confirm that the household receiving a nominal payment has an energy cost
or need?




Determination of Eligibility — Countable Income

1.8 In determining a household’s income eligibility for LIHEAP, do you use gross income or net
income?

|X| Gross Income (except for self employment or farm income or gambling/lottery winnings) *

|:| Net Income

1.9. Select all of the applicable forms of countable income used to determine a household’s
income eligibility for LIHEAP.
|X| Wages (except as prohibited by the Workforce Investment Act of 1998)
|X| Self-employment income
& Contract income
[X] Payments from mortgage or sales contracts
& Unemployment Insurance
& Strike pay
[X] social Security Administration (SSA) benefits
[ ] Including MediCare deduction |X| Excluding MediCare deduction
|X| Supplemental Security Income (SSI)
|X| Retirement / pension benefits
Xl General Assistance benefits (except as excluded by federal law or 10 TAC §6.4-)
[X] Temporary Assistance for Needy Families (TANF) benefits (except for one-time payments)
Supplemental Nutrition Assistance Program (SNAP) benefits
Women, Infants, and Children Supplemental Nutrition Program (WIC) benefits
Loans that need to be repaid
Cash gifts
Savings account balance
One-time lump-sum payments, such as rebates/credits, refund deposits, etc.
Jury duty compensation
Rental income
Income from employment through Workforce Investment Act (WIA)
Income from work study programs
Alimony
Child support
Interest, dividends, or royalties
Commissions
Legal settlements
Insurance payments made directly to the insured
Insurance payments made specifically for the repayment of a bill, debt, or estimate
Veterans Administration (VA) benefits (Some types are excluded by other Federal law)
Earned income of a child under the age of 18
Balance of retirement, pension, or annuity accounts where funds cannot be withdrawn
without a penalty.
Income tax refunds
Stipends from senior companion programs, such as VISTA
Funds received by household for the care of a foster child
[ ] AmeriCorps Program payments for living allowances, earnings, and in-kind aid.
[ ] Reimbursements (for mileage, gas, lodging, meals, etc.)
|X| Other Any item not excluded in 10 TAC §6.4 or by other federal law

N O«

4 Exceptions on use of net income are provided for in 10 TAC §6.4 .



Section 2 - HEATING ASSISTANCE
Eligibility, 2605(b)(2) — Assurance 2

2.1 Designate The income eligibility threshold used for the heating component:

Household Size Eligibility Guidelines Eligibility Threshold
All Household Sizes HHS Poverty Guidelines 150%
All Household Sizes State Median Income 60%"

2.2 Do you have additional eligibility requirements for HEATING ASSISTANCE?

|:|Yes |X|No6

2.3 Check the appropriate boxes below and describe the policies for each.

<
(]
(7]

L]

® Do you require an assets test?

® Do you have additional/differing eligibility policies for:
e Renters?
e Renters living in subsidized housing?
e Renters with utilities included in the rent?’

0]
XXX XIE

® Do you give priority in eligibility to:

e Elderly?
e Disabled?
e Young children?
e Households with high energy burdens?
e Other?
Households with high energy consumption

XXX
| I [

s In the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human
Services or by the President under the Disaster Relief Act of 1974, Texas will use the highest of 150% of the poverty
guidelines or 60% of the State’s median income (“SMI”). The State may also use this flexibility to set poverty guidelines
in a local crisis as defined by the Department’s Executive Director. Texas will communicate this designation to affected
Subrecipients through email and by website posting. Subrecipients must receive prior written approval before using
60% SMI. Place based assistance must be performed in the county, but person based assistance for those displaced by
a disaster or emergency may be in other counties.

10 TAC §6.307(e) states: “A Household unit cannot be served if the meter is utilized by another Household that is not
part of the application for assistance. In instances where separate structures share a meter and the applicant is
otherwise eligible for assistance, Subrecipient may provide services if: (1) the members of the separate structures that
share a meter meet the definition of a Household per §6.2 of this Chapter; (2) the members of the separate structures
that share a meter submit one application as one Household; and (3) all persons and applicable income from each
structure are counted when determining eligibility.”

7 Per 10 TAC §6.309(g)(9), Subrecipient may make payments to landlords on behalf of eligible renters who pay their
utility and/or fuel bills indirectly. Subrecipient shall notify each participating household of the amount of assistance
paid on its behalf. Subrecipient shall document this notification. Subrecipient shall maintain proof of utility or fuel bill
payment. Subrecipient shall ensure that amount of assistance paid on behalf of client is deducted from client's rent.



Determination of Benefits, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)

2.4 Describe how you prioritize the provision of heating assistance to vulnerable households, e.g.,
benefit amounts, application period, etc.

Subrecipients use a rating system which determines priority based on persons in Households who
are particularly vulnerable such as the Elderly, Persons with Disabilities, Households with Young
Children, Households with High Energy Burden, and Households with High Energy Consumption.
Benefit amounts are determined on a sliding scale based on the Household’s income. The number
of benefit payments is based on the presence of a vulnerable member such as the Elderly, Persons
with Disabilities, and Households with Young Children. The maximum benefit amount is
determined per program year based on Household need, is split between heating and cooling
assistance, and is not required to be applied equally to heating and cooling costs.

2.5 Check the variables you use to determine your benefit levels. (Check all that apply):

|X| Income

|X| Family (household) size
X] Home energy cost or need:
[ ] Fuel type
[ ] Climate/region
X Individual bill
[ ] Dwelling type
@ Energy burden (% of income spent on home energy)

<] Energy need
X] Other (Describe: Alternative Billing Method)

Benefit Levels, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)

2.6 Describe estimated benefit levels for FY 2019:
S1 Minimum benefit $5,400 Maximum benefit

Note: Households are eligible for up to $1,200 under utility assistance component and up to
$1,200 under Crisis component and they may be eligible for an additional $3,000 for heating and
cooling repair under the Crisis component

2.7 Do you provide in-kind (e.g., blankets, space heaters) and/or other forms of benefits?

X]Yes [ |No --Ifyes, describe.

Under energy crisis, a non-vulnerable Household may receive service and repair of existing heating
and cooling units not to exceed $3,000 when Subrecipient has met local weather crisis criteria.
Vulnerable Households that include at least one member that is Elderly, Disabled, or a Child age 5
or younger, may receive service and repair of existing heating and cooling units not to exceed
$3,000 or a portable air conditioning/evaporative coolers and heating units (portable electric
heaters are allowable only as a last resort) regardless of local weather criteria.

Eligible Households may receive temporary shelter not to exceed the annual household
expenditure limit for the duration of the contract period in the limited instances that supply of
power to the dwelling is disrupted--causing temporary evacuation. Eligible Households may
receive emergency deliveries of fuel up to 250 gallons per crisis per Household, at the prevailing



price. This benefit may include coverage for tank pressure testing. When natural disasters result in
energy supply shortages or other energy-related emergencies, LIHEAP will allow home energy
related expenditures as described in 10 TAC §6.310 (e).

Section 3: COOLING ASSISTANCE

Eligibility, 2605(c)(1)(A), 2605(b)(2) — Assurance 2

3.1 Designate the income eligibility threshold used for the cooling component:

Household Size Eligibility Guidelines Eligibility Threshold
1 All Household Sizes HHS Poverty Guidelines 150%
2 All Household Sizes State Median Income 60%°2

3.2 Do you have additional eligibility requirements for COOLING ASSISTANCE

|:|Yes |X| No

3.3 Check the appropriate boxes below and describe the policies for each.

Yes
® Do you require an assets test? D

@® Do you have additional/differing eligibility policies for:
e Renters? |:|
e Renters living in subsidized housing? |:|
e Renters with utilities included in the rent?° [_]

XXX X F

® Do you give priority in eligibility to:

e Elderly?
e Disabled?
e Young children?
e Households with high energy burdens?
e Other?
Households with high energy consumption

HKINXIXI
N [

3.3 (continued) Check the appropriate boxes below and describe the policies for each.

% In the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human
Services or by the President under the Disaster Relief Act of 1974, Texas will use the highest of 150% of the poverty
guidelines or 60% of the State’s median income. Texas may also use this flexibility to set poverty guidelines in a local
crisis as defined by the Department’s Executive Director. The State will communicate this designation to affected
Subrecipients through email and by website posting. Subrecipients must receive prior written approval before using
60% SMI. Place based assistance must be performed in the county, but person based assistance for those displaced by
a disaster or emergency may be in other counties.

® Pper 10 TAC §6.309(g)(9), Subrecipient may make payments to landlords on behalf of eligible renters who pay their
utility and/or fuel bills indirectly. Subrecipient shall notify each participating household of the amount of assistance
paid on its behalf. Subrecipient shall document this notification. Subrecipient shall maintain proof of utility or fuel bill
payment. Subrecipient shall ensure that amount of assistance paid on behalf of client is deducted from client's rent.



Explanations of policies for each “yes” checked above:

10 TAC §6.307 states “Subrecipients must establish a written procedure to serve Households that
have a Vulnerable Population Household member, Households with High Energy Burden, and
Households with High Energy Consumption. High Energy Burden shall be the highest rated item in
sliding scale priority determinations. The Subrecipient must maintain documentation of the use of
the criteria.”

Priority must be given to Elderly, Disabled, Households with Young Children, and Households with
High Energy Burden and High Energy Consumption.

3.4 Describe how you prioritize the provision of cooling assistance to vulnerable households, e.g.,
benefit amounts, application periods, etc.

Subrecipients use a rating system which determines priority based on persons in Households who
are particularly vulnerable such as the Elderly, Persons with Disabilities, Families with Young
Children, Households with High Energy Burden, and Households with High Energy Consumption.
Benefit amounts are determined on a sliding scale based on the Household’s income. The number
of benefit payments is based on the presence of a vulnerable member such as the Elderly, Persons
with Disabilities, and Households with Young Children. The maximum benefit amount is
determined per-program year based on Household need, is split between heating and cooling
assistance, and is not required to be applied equally to heating and cooling costs.

Determination of Benefits, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)

3.5 Check the variables you use to determine your benefit levels. (Check all that apply):

X Income

@ Family (household) size
[X] Home energy cost or need

[ ] Fuel type

[_] Climate/region

X Individual bill

|:| Dwelling type

|X| Energy burden (% of income spent on home energy)
|X| Energy need

|:|Other (describe)
Benefit Levels, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)
3.6 Describe benefit levels:
S1 Minimum benefit $5,400 Maximum benefit
Note: Households are eligible for $1,200 under utility assistance component and $1,200 under

Household Crisis component and they may be eligible for an additional $3,000 for service and
repair of existing heating and cooling units. If any component of the existing heating or cooling, or



heating and cooling system cannot be repaired using parts, Subrecipients can replace the
component in order to repair the heating or cooling, or heating and cooling system under the
Household Crisis component.

3.7 Do you provide in-kind (e.g., fans, air conditioners) and/or other forms of benefits?
Xlves [ ] No--If yes, describe.

Under energy crisis, a Household may receive repair of existing heating and cooling units not to
exceed $3,000. Households that include at least one member that is Elderly, Disabled, or a Child
age 5 or younger, may receive either repair of existing heating and cooling units or crisis-related
purchase of portable heating and cooling units not to exceed $3,000.

Section 4: CRISIS ASSISTANCE,

Eligibility - 2604(c), 2605(c)(1)(A)

4.1 Designate the income eligibility threshold used for the crisis component:

Household Size Eligibility Guidelines Eligibility Threshold
1 All Household Sizes HHS Poverty Guidelines 150%
All Household Sizes State Median Income 60%10

4.2 Provide your LIHEAP program’s definition for determining a crisis.

A bona fide Household Crisis exists when extraordinary events or situations resulting from extreme
weather conditions and/or fuel supply shortages have depleted or will deplete Household financial
resources and/or have created problems in meeting basic Household expenses, particularly bills for
energy so as to constitute a threat to the well-being of the Household, particularly Vulnerable
Population Households (the Elderly, Persons with Disabilities, or Children age 5 and younger). A
utility disconnection notice may constitute a Household energy crisis.

4.3 What constitutes a life-threatening crisis?

10 TAC §6.301(b)(3) defines a Life Threatening Crisis as: “A life threatening crisis exists when at
least one person in the applicant Household would be adversely affected without the
Subrecipient's utility assistance, because there is a shut-off notice or a delivered fuel source is
below a ten (10) day supply (by customer report) to the degree that, in the opinion of a
reasonable person, the effect could cause loss of life. Examples of life-sustaining equipment
include but are not limited to kidney dialysis machines, oxygen concentrators, cardiac monitors,
and in some cases heating and air conditioning when ambient temperature control is
prescribed by a medical professional. Documentation must not be requested about the medical
condition of the applicant/customer but must state that such a device is required in the
Dwelling Unit to sustain life.”

%n the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human
Services or by the President under the Disaster Relief Act of 1974, Texas will use the highest of 150% of the poverty
guidelines or 60% of the State’s median income (“SMI”). Texas may also use this flexibility to set poverty guidelines in a
local crisis as defined by the Department’s Executive Director. Texas will communicate this designation to affected
Subrecipients through email and by website posting. Subrecipients must receive prior written approval before using
60% SMI. Place based assistance must be performed in the county, but person based assistance for those displaced by
a disaster or emergency may be in other counties.



Crisis Requirements, 2604(c)

4.4 Within how many hours do you provide an intervention that will resolve the energy crisis for
eligible households? 48 Hours

4.5 Within how many hours do you provide an intervention that will resolve the energy crisis for
eligible households in life-threatening situations? 18 Hours™!

Crisis Eligibility, 2605(c)(1)(A)?

4.6 Do you have additional eligibility requirements
for CRISIS ASSISTANCE?
|:|Yes |Z| No

4.7 Check the appropriate boxes below and describe the policies for each.

<
[0}
[7,]

® Do you require an assets test?
® Do you give priority in eligibility to:

e Elderly?

e Disabled?

e Young children?

e Households with high energy burdens?

e Other?

Households with high energy consumption

® In order to receive crisis assistance:™

e Must the household have received a shut-off notice or have a

MXXXK ]
00000 XKiE

near empty tank? |:| |Z|

e Must the household have been shut off or
have an empty tank? [] &

e Must the household have exhausted their
regular heating benefit? [] X

e Must renters with heating costs included in their rent have received an
eviction notice? [] |X|

e Must heating/cooling be medically
necessary?

e Must the household have non-working
heating or cooling equipment?

e Other?

X O
NO X

" pursuant to §2604(c)(2) of the LIHEAP Statute, the Department provides “some form of assistance that will resolve
the energy crisis” not later than 18 hours after a household applies for crisis benefits if such household is eligible to
receive such benefits and is in a life-threatening situation.

2 The program has different requirements depending on whether the household contains a member of a priority group.



4.7 (continued)

® Do you have additional/differing eligibility policies for:

e Renters?
e Renters living in subsidized housing?
e Renters with utilities included in the rent

L
XN

?13

Determination of Benefits
4.8 How do you handle crisis situations?

[X] Separate component

[ ] Fast Track

[ ] Other

4.9 If you have a separate component, how do you determine crisis assistance benefits?

|X| Amount to resolve crisis, up to a maximum of $1200

X other

Heating and cooling equipment repair or replace up to $3,000

Crisis Requirements, 2604(c)

4,10 Do you accept applications for energy crisis assistance at sites that are geographically
accessible to all households in the area to be served?

|X| Yes |:| No

Explain: 10 TAC §6.313: “Subrecipients shall accept applications at sites that are geographically
and physically accessible to all Households requesting assistance. If Subrecipient's office is not
accessible, Subrecipient shall make Reasonable Accommodations to ensure that all Households can
apply for assistance.”

4.11 Do you provide individuals who have physical disabilities the means to:

BSubmit applications for crisis benefits without leaving their homes?

X Yes [ ] No If no, explain.
Applications can be mailed in. In some cases, applications may be completed online or the

organization will go to the applicant’s home to take the application.

ETravel to the sites at which applications for crisis assistance are accepted?
|:| Yes |X| No If yes, explain.

13 per 10 TAC §6.309(g)(9), Subrecipient may make payments to landlords on behalf of eligible renters who pay their
utility and/or fuel bills indirectly. Subrecipient shall notify each participating household of the amount of assistance
paid on its behalf. Subrecipient shall document this notification. Subrecipient shall maintain proof of utility or fuel bill
payment. Subrecipient shall ensure that amount of assistance paid on behalf of client is deducted from client's rent.



4.11 (continued)

If you answered “No” to both questions 4.11, please explain alternative means of intake to those
who are homebound or physically disabled.

Benefit Levels, 2605(c)(1)(B)

4.12 Indicate the maximum benefit for each type of crisis assistance offered.

Winter Crisis S 0 maximum benefit
Summer Crisis S 0 maximum benefit
Year-round Crisis $1200 maximum benefit

4.13 Do you provide in-kind (e.g., blankets, space heaters, fans) and/or other forms of benefits?
X Yes [ ] No If yes, describe.

Repair of existing heating and cooling units, purchase of portable heating/cooling units. Only as a
result of natural disasters, provision of temporary shelter, blankets, fans, costs for certain
transportation, air conditioners, and generators is allowed under conditions specified in 10 TAC
§6.309 and §6.310.

4.14 Do you provide for equipment repair or replacement using crisis funds?

@ Yes D No

4.15 Check appropriate boxes below to indicate type(s) of assistance provided:

Winter Summer Year-
Crisis Crisis round
Crisis
Heating system repair X
Heating system replacement (only components of X
a central HVAC system)
Cooling system repair X
Cooling system replacement (only components of X
a central HVAC system)
Wood stove purchase
Pellet stove purchase
Solar panel(s)
Utility poles / Gas line hook-ups
Other (Specify): For Households which include a X
member of a Vulnerable Population, service and
repair or purchase of portable heating and cooling
units can be provided if a system is non-existent
up to $3000.




4.16 Do any of the utility vendors you work with enforce a winter moratorium on shut offs? If you
respond “Yes” to question 4.16, you must respond to question 4.17. |X| Yes |:| No

4.17 Describe the terms of the moratorium and any special dispensation received by LIHEAP clients
during or after the moratorium period.

Pursuant to §25.483 relating to Disconnection of Service of the Texas Public Utilities Commission
rules:

“An electric utility cannot disconnect a customer anywhere in its service territory on a day when:
(1) the previous day’s highest temperature did not exceed 32 degrees Fahrenheit, and the
temperature is predicted to remain at or below that level for the next 24 hours, according to the
nearest National Weather Service (NWS) reports; or

(2) the NWS issues a heat advisory for any county in the electric utility’s service territory, or when
such advisory has been issued on any one of the preceding two calendar days in a county.”

Section 5: WEATHERIZATION ASSISTANCE
Eligibility, 2605(c)(1)(A), 2605(b)(2) — Assurance 2

5.1 Designate the income eligibility threshold used for the weatherization component:

Household Size Eligibility Guidelines Eligibility Threshold
1 All Household Sizes HHS Poverty Guidelines 150%
2 All Household Sizes State Median Income 60%

5.2 Do you enter into an interagency agreement to have another government agency administer a
WEATHERIZATION component? D Yes |X| No

5.3 If yes, name the agency. _NA

5.4 Is there a separate monitoring protocol for weatherization? |X| Yes |:| No

WEATHERIZATION - Types of Rules

5.5 Under what rules do you administer LIHEAP weatherization? (Check only one.)
|:| Entirely under LIHEAP (not DOE) rules

[_] Entirely under DOE WAP (not LIHEAP) rules

1% |n the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human
Services or by the President under the Disaster Relief Act of 1974, Texas will use the highest of 150% of the poverty
guidelines or 60% of the State’s median income (“SMI”). Texas may also use this flexibility to set poverty guidelines in
a local crisis as defined by the Department’s Executive Director. TDHCA will communicate this designation to affected
Subrecipients through email and by website posting. Subrecipients must receive prior written approval before using
60% SMI. Place based assistance must be performed in the county, but person based assistance for those displaced by
a disaster or emergency may be in other counties.



5.5 (continued)

|X| Mostly under LIHEAP rules with the following DOE WAP rule(s) where LIHEAP
and WARP rules differ: (Check all that apply.)

X] Income Threshold

|X| Weatherization of entire multi-family housing structure is permitted
if at least 66% of units (50% in 2- & 4-unit buildings) are eligible units
or will become eligible within 180 days.

& Weatherization of shelters temporarily housing primarily low income
persons (excluding nursing homes, prisons, and similar institutional
care facilities).

[X] Other (describe): TDHCA uses a priority list for LIHEAP households at
150% or below HHS poverty income level. Energy-related home
repair: TDHCA will allow the use of LIHEAP weatherization funds for
structural and ancillary repairs only if required to enable effective
weatherization. If LIHEAP funds are included in a DOE unit, the
SIR/audit must be used to justify all measures.

Under what rules do you administer LIHEAP weatherization? (Check only one.)

|:| Mostly under DOE WAP rules, with the following LIHEAP rule(s) where LIHEAP
and WAP rules differ: (Check all that apply.)

[ ] Income Threshold.

|:| Weatherization not subject to DOE WAP maximum statewide
average cost per dwelling unit.

|:| Weatherization measures are not subject to DOE Savings to
Investment Ratio (SIR) standards.

|:| Other (describe)

Eligibility, 2605(b)(5) — Assurance 5

5.6 Do you require an assets test? |:|

5.7 Do you have additional/differing eligibility policies for:

e Renters?

[]
e Renters living in subsidized housing? |:|

Yes

XX K

5.8 Do you give priority in eligibility to:

e Elderly?
e Disabled?
e Young children?

e Households with high energy burdens?

e Other?

XXX
|

Explanation: Households with high energy consumption



Benefit Levels

5.9 Do you have a maximum LIHEAP weatherization benefit/expenditure per household?

X ]

5.10 If yes, what is the maximum amount? $6,500
NOTE: unless additional expenditure is authorized in writing by the Department.



Types of Assistance, 2605(c)(1), (B) & (D)

5.11 What LIHEAP weatherization measures do you provide? (Check all categories that apply.)

& Weatherization needs/assessments/audits

[X] caulking and insulation

[ ] storm windows

@ Furnace/heating system modifications/repairs

[X] Furnace replacement

@ Cooling system modifications/repairs

X] Water conservation measures

@ Compact fluorescent light bulbs

& Energy related roof repair

|X| Major appliance repairs

|X| Major appliance replacement

|X| Windows/sliding glass doors

|X| Doors

|X| Water Heater

|X| Cooling system replacement

|X| Other (describe)
Solar screens or window film. Smart
thermostats, miscellaneous repairs up to
$500 for structural and ancillary only if
required to enable effective weatherization;
Window screens to help prevent exposure to
the Zika virus for Households with pregnant
women.

If any of the questions require further

explanation or clarification that could not be

made in the fields provided, attach a document
with said explanation here.



Section 6: Outreach, 2605(b)(3) — Assurance 3, 2605(c)(3)(A)

6.1 Select all outreach activities that you conduct that are designed to assure that eligible households
are made aware of all LIHEAP assistance available:

& Place posters/flyers in local and county social service offices, offices of aging, Social Security
offices, VA, etc.

DX] Publish articles in local newspapers or broadcast media announcements.

|:| Include inserts in energy vendor billings to inform individuals of the availability of all types
of LIHEAP assistance.

[ ] Mass mailing(s) to prior-year LIHEAP recipients.

& Inform low income applicants of the availability of all types of LIHEAP assistance at
application intake for other low-income programs.

|:| Execute interagency agreements with other low-income program offices to perform outreach
to target groups.

[ ] other (specify):
Section 7: Coordination, 2605(b)(4) — Assurance 4

7.1 Describe how you will ensure that the LIHEAP program is coordinated with other programs
available to low-income households (TANF, SSI, WAP, etc.)

|X| Joint application for multiple programs
|X| Intake referrals to/from other programs
|:| One-stop intake centers

|:| Other — describe:



Section 8: Agency Designation, 2605(b)(6) — Assurance 6

8.1 How would you categorize the primary responsibility of your State agency?
& Administration Agency
|:| Commerce Agency
|:| Community Services Agency
|:| Energy/Environment Agency
|:| Housing Agency
[ ] Welfare Agency
|:| Other — describe:

Alternate Outreach and Intake, 2605(b)(15) — Assurance 15

8.2 How do you provide alternate outreach and intake for HEATING ASSISTANCE?

Report of available services at various workgroup meetings with community stakeholders (disability,
health services, homeless, etc), presentation at area events organized by state representatives and other
service providers.

8.3 How do you provide alternate outreach and intake for COOLING ASSISTANCE?

Report of available services at various workgroup meetings with community stakeholders (disability,
health services, homeless, etc), presentation at area events organized by state representatives and other
service providers.

8.4 How do you provide alternate outreach and intake for CRISIS ASSISTANCE?

In instances of natural disaster, Subrecipient coordinates with other assistance organizations (shelters,
Red Cross, etc.). Report of available services at various workgroup meetings with community
stakeholders (disability, health services, homeless, etc), presentation at area events organized by or at
the direction or request of elected officials and other service providers.



8.5 LIHEAP Component Administration Heating | Cooling | Crisis Weatherization
8.5a. Who determines client eligibility? Local Local Local Local
govern govern govern | governments,
ments, ments, ments, | CAAs and Other
CAAs CAAs CAAs Non-profits
and and and
Other Other Other
Nonprof | Nonprof | Nonpro
its its fits
Heating | Cooling | Crisis Weatherization
8.5b. Who processes benefit payments to | Local Local Local N/A
gas and electric vendors? govern govern govern
ments, ments, ments,
CAAs CAAs CAAs
and and and
Other Other Other
Nonprof | Nonprof | Nonpro
its its fits
8.5c. Who processes benefit payments to | Local Local Local N/A
bulk fuel vendors? govern govern govern
ments, ments, ments,
CAAs CAAs CAAs
and and and
Other Other Other
Nonprof | Nonprof | Nonpro
its its fits
8.5d. Who performs installation of | N/A N/A N/A Local
weatherization measures? governments,

CAAs and Other
Nonprofits most
subcontracted
with local
contractors

Note for 8.5: In the USHHS-OLDC system where the State Plan is entered, it only allows states to select
one type of entity. The Department will select Nonprofits; although we will also contract with Units of

government and CAAs.

8.6 What is your process for selecting local administering agencies?

The Department ensures that to the extent it is necessary to designate local administrative agencies in
order to carry out the purposes of Title 42 U.S.C. §§8621, et seq. special consideration is given to any

local public or private nonprofit agency which was receiving CSBG or LIHEAP funds.

(1) The Department before giving such special consideration, determines that the agency involved

meets program and fiscal requirements established by law and by the Department; and




8.6 (continued)

(2) if there is no such agency because of any change in the assistance furnished to programs for
economically disadvantaged persons, then the Department gives special consideration in the
designation of local administrative agencies to any successor agency which is operated in substantially
the same manner as the predecessor agency which did receive funds for the fiscal year preceding the
fiscal year for which the determination is made.

Currently, the Department administers all aspects of program delivery through Subrecipients that have
demonstrated that they are operating the program in accordance with the Economic Opportunity Act of
1964, the Low-Income Home Energy Assistance Act of 1981, as amended (42 U.S.C. §§8621, et seq.), and
the Department rules. If Subrecipients are successfully administering the program, the Department may
offer to renew the contract.

Under this model, the Department determines that an organization is not administering the program
satisfactorily; corrective actions are taken to remedy the problem. Thereafter, if Subrecipient fails to
administer the program correctly, the Department will proceed with the process of removing funds and
reassign the service area or a portion to another existing Subrecipient or conduct solicitation or selection
of a new Subrecipient in accordance with the Low-Income Home Energy Assistance Act of 1981. The
affected Subrecipient may request a hearing in accordance with §2105.204 of the Texas Government
Code.

However, the Department retains the right to go through a procurement process for some or all aspects
of the LIHEAP program.

8.7 How many local administering agencies do you use? 37

8.8 Have you changed any local administering agencies from last year?
|:| Yes |X| No
8.9 If so, why?

|:| Agency was in noncompliance with grantee requirements for LIHEAP
|:| Agency is under criminal investigation

|:| Added agency

|:| Agency closed

|:| Other — describe — voluntary relinquishment

Section 9: Energy Suppliers, 2605(b)(7) — Assurance 7

9.1 Do you make payments directly to home energy suppliers?

Heating X] Yes [] No
Cooling X Yes [ ] No
Crisis @ Yes D No

Are there exceptions? |:| Yes |E No
If yes, describe:



9.2 How do you notify the client of the amount of assistance paid?
The administering agency informs them once the determination is made.

9.3 How do you assure that the home energy supplier will charge the eligible household, in the normal
billing process, the difference between the actual cost of the home energy and the amount of the
payment?

Vendor agreements are used in all components. The Department provides Subrecipients with a
Department approved Vendor Agreements to utilize. The document can be found at the Department’s
website at http://www.tdhca.state.tx.us/community-affairs/ceap/docs/17-CEAP-Vendor-Agreement.pdf

9.4 How do you assure that no household receiving assistance under this title will be treated adversely
because of their receipt of LIHEAP assistance?

Vendor Agreements are used in all components. The Department provides Subrecipients with a
Department approved Vendor Agreements to utilize. The document can be found at the Department’s
website at http://www.tdhca.state.tx.us/community-affairs/ceap/docs/17-CEAP-Vendor-Agreement.pdf

9.5 Do you make payments contingent on unregulated vendors taking appropriate measures to
alleviate the energy burdens of eligible households? [] Yes X] No. If so, describe
the measures unregulated vendors may take.

Section 10: Program, Fiscal Monitoring, and Audit, 2605(b)(10) — Assurance 10

10.1. How do you ensure good fiscal accounting and tracking of LIHEAP funds?
1. Review annual audits
2. Monitor fiscal records
3. Review current and prior year monthly expenditure and performance reports

Audit Process
10.2. Is your LIHEAP program audited annually under the Single Audit Act and OMB
Circular A-133? X Yes No [ ]


http://www.tdhca.state.tx.us/community-affairs/ceap/docs/17-CEAP-Vendor-Agreement.pdf
http://www.tdhca.state.tx.us/community-affairs/ceap/docs/17-CEAP-Vendor-Agreement.pdf

10.3.

Describe any audit findings rising to the level of material weakness or reportable

condition cited in the A-133 audits, Grantee monitoring assessments, inspector general reviews,
or other government agency reviews of the LIHEAP agency from the most recently audited

federal fiscal year.

with its written
policies

Finding™ Type Brief Summary | Resolved? | Action Taken
Monitoring must Non- Implement Pending Department has
incorporate Compliance | additional HHS implemented significant
additional monitoring response improvements to
procedures to procedures To monitoring procedures.
review and test assure proper Source documentation
selected disbursal of for expenditures are
expenditures for and accounting reviewed. Department
LIHEAP. of LIHEAP provided updated
funds. monitoring tools and
procedures to HHS.
Monitoring Non- Revise Pending Department has
procedures need Compliance | monitoring HHS implemented significant
to ensure LIHEAP procedures. response improvements to
funds are allocated Ensure that monitoring procedures
appropriately. additional and provided updated
fiscal controls monitoring tools and
are needed to procedures to HHS.
ensure LIHEAP
funds are
allocated
appropriately
at the state
and sub-
grantee level.
Additional controls | Non- Incorporate Pending Department revised the
needed for vendor | Compliance | into grant HHS vendor refund
refunds. award response requirements and
agreements incorporated into the
additional grant award agreements.
controls for
vendor
refunds.
Unclear definition | Non- Department Pending Department developed
of obligation. Compliance | must provide HHS written policy regarding
HHS — OCS response obligation and is revising

Texas Administrative
Code to include

!> Based on USHHS-OCS LIHEAP Compliance Review Letter of January 2018.




regarding the

definition of obligation.

definition of
obligation.
Inconsistent Non- Department Pending Department is working
estimates and Compliance | must ensure HHS with a group of
reporting of carry that the 10 response subrecipients to design a
over funds percent new
carryover limit deobligation/reobligation
is not policy for use in FY 2019.
exceeded. At the end of each fiscal
year any contracts with
remaining funds will be
extended until full
expenditure.
Subrecipients will not
draw funds from the new
contract until prior year
funds are expended.
Additional fiscal Non- Department Pending After the 2016
controls needed to | Compliance | must HHS monitoring visit, the
track various implement response Department chose to no
sources and changes to longer fund Assurance
applications of record-keeping 16. The Community
LIHEAP funds and/or Affairs contract system is
accounting able to capture the
systems to following budget
implement categories for each
fiscal controls subrecipient contract:
to enable Administration, Program
LIHEAP Services Support, Crisis
transactions to and Utility Assistance
be readily (Heating and/or Cooling).
differentiated The Financial Services
and tracked, Division has the same
including categories in the
Assurance 16 Accounting System and
activities. program staff reconciles
monthly to ensure
accuracy between the
two systems.
Delays in releasing | Non- The Pending HHS concern may be
contracts to Compliance | Department HHS related to possible gaps
subgrantees has had delays | response in serve that have arisen
in releasing during gaps in contract

contracts to
subgrantees in
time for the

terms. This has been
resolved by extending
the contract until a




January 1%
start date per

following year contract is
in effect, ensuring no

LIHEAP Plan. lapses in contract terms.
2017 and 2018 contracts
were made available
prior to January 1%
Inconsistent Fair Non- State must Pending Written policies
Hearing Compliance | establish HHS responsive to the issue of
Procedures thorough response fair hearing procedures
written were clarified in the
policies and Department’s contracts
procedures for with subrecipients.
providing an
opportunity
for a fair
hearing, not
only for
applicants who
are denied
assistance.
Inaccurate Non- State must Pending Department began
Household Report | Compliance | develop a HHS working with APRISE and
system to response Verve Associates LLC in
collect 2016 to create a system
unduplicated that would enable
household Department to satisfy
data for the unduplicated
reporting to household reporting
HHS and requirements. In 2017
implement the the Department
procedure. submitted the required
documentation to HHS.
Inadequate Non- State must Pending This finding relates to
information Compliance | provide HHS two subrecipients and
provided to HHS documentation | response the Department has
on LIHEAP funds to pursued this matter
being properly demonstrate through the State
spent within that LIHEAP Attorney General’s
federal obligation funds have Office.

period

been properly
spent or repaid
to the state
and re-
obligated
timely by the
state within
the original




federal
obligation
period. Absent
such, HHS will
pursue a
disallowance
of the state for

full amount.
State must Non- The State must | Pending The Department will
implement policy Compliance | implement HHS implement policies to
and procedures to policy and response ensure that LIHEAP funds
address ineligible procedures to aren’t used for ineligible
use of LIHEAP address benefits, such as water,
funds ineligible waste water and solid

benefits, such water charges and

as water, include these updates in

waste water the Texas Administrative

and solid Code prior to July 31,

water charges 2018.

and that

LIHEAP funds

aren’t used for

such.
Verification of Non- State needs to | Pending The Department will
Citizenship and Compliance | develop HHS update its rules and
Qualified Alien written response contracts to integrate the
Status policies and requirement that each

procedures on
how to ensure
unqualified
aliens will not
receive LIHEAP
assistance,
except in the
case of a
mixed status
household.

subrecipient must
confirm that no
unqualified aliens are
receiving benefits and
report to the
Department on how they
will accomplish the
process of confirmation.
Current policy takes into
consideration mixed
status households.
These requirements will
be addressed in a
revision to the Texas
Administrative Code
prior to July 31, 2018.




10.4. Audits of Local Administering Agencies
What types of annual audit requirements do you have in place for local administering

agencies/d

istrict offices?

& Local agencies/district offices are required to have an annual audit in
compliance with 2 CFR 200 — Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance).*®

|:| Local agencies/district offices are required to have an annual audit (other than
2 CFR 200 — Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance)).

10.4 (continued)

|X| Local agencies/district offices 2 CFR 200 - Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance) or other independent audits are reviewed by Grantee as part
of compliance process.

|X| Grantee conducts fiscal and program monitoring of local agencies/district
offices.

Compliance Monitoring

10.5. Describe the Grantee’s strategies for monitoring compliance with the Grantee’s and
Federal LIHEAP policies and procedures by:

Grantee employees:

& Internal program review
X] Departmental oversight

D Secondary

review of invoices and payments

& Other program review mechanisms are in place. Describe: Cross Division peer review of

documents

Local Administering Agencies/District Offices:

XX

Client File

On-site evaluation

Annual program review

Monitoring through Central Database
Desk reviews

Testing/Sampling

|X| Other program review mechanisms are in place. Describe: Desk review of 2 CFR 200 —
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance); A review of the Subrecipient’s resolution of prior monitoring or
Single Audit reports is performed prior to awarding new contracts.

®For 2018, Subrecipients will follow the audit requirements in 45 CFR 75 Subpart F, as applicable, and the requirements in

the Texas Single Audit Act.



10.6. Explain, or attach a copy of, your local agency monitoring schedule and protocol.
See attached monitoring schedule and monitoring instruments.

Describe how you select local agencies for monitoring reviews?

On-site monitoring visits and desk reviews are mechanisms used for in-depth investigation and overall
assessment, respectively. The Department will conduct on-site monitoring reviews and desk reviews of
contracts based on an assessment of risk of non-compliance and failure to achieve performance
outcomes. Subrecipient monitors review necessary program documents and financial records through
desk reviews and on-site reviews to ascertain compliance with program requirements. Selection of
contracts for monitoring is primarily based on risk assessment. LIHEAP Subrecipients are monitored at
least once every three years. This is a component of the risk assessment score. If a Subrecipient also
has Community Service Block Grant funds, the LIHEAP monitoring may be done at the same time.
Subrecipients that leverage LIHEAP funds with DOE funds for weatherization are subject to an inspection
review according to the DOE monitoring schedule (once a year). Contracts may also be selected for
monitoring based on other factors, such as prior findings, complaints, or special requests.

10.7. Site Visits: Onsite monitoring visits are conducted at least once every three years. The
Department will inspect a minimum of 5% of all LIHEAP weatherized units reported as complete.
Desk Reviews: Some materials are requested and reviewed at the Department’s office
prior to the onsite visit.

10.8. How often is each local agency monitored? At least once, every three years.

10.9. What is the combined error rate for eligibility determinations? (Optional question)
Optional

10.10. What is the combined error rate for benefit determinations? (Optional question)
Optional

10.11. How many local agencies are currently on corrective action plans for eligibility and/or

benefit determination issues? (Number only) O

10.12. How many local agencies are currently on corrective action plans for financial accounting
or administrative issues? (Number only) 0



Section 11: Timely and Meaningful Public Participation, 2605(b)(12) — Assurance 12, 2605(c)(2)

11.1 How did you obtain input from the public in the development of your LIHEAP plan?
Check all that apply:
|:| Tribal Council meeting(s)
|X| Public Hearing(s)
DX] Draft Plan posted to website and available for comment
& Hard copy of plan is available for public view and comment
X] comments from applicants are recorded
X] Request for comments on draft Plan is advertised
|:| Stakeholder consultation meeting(s)
[ ] Comments are solicited during outreach activities
& Other, describe: Comments are solicited via on-line forums.

11.2 What changes did you make to your LIHEAP plan as a result of this participation?
Pending input to be received at public hearings.
Public Hearings, 2605(a)(2)

11.3 List the date(s) and location(s) that you held public hearing(s) on the proposed use and
distribution of your LIHEAP funds?

Date Event Description

Wednesday, May 30, 2018 | LIHEAP Plan Public Hearing — Rusk State Office Building, Room
from 5:30 p.m. - 6:30 p.m. | 320, 208 East 10™ Street, Austin, Texas 78701

Wednesday, May 30, 2018 | LIHEAP Plan Public Hearing =959 E. Rosedale, Fort Worth,
from 1:00 -2:00 p.m. TX 76104

Thursday, May 31, 2018 | LIHEAP Plan Public Hearing — 3838 Aberdeen Way, Houston, TX
from 5:30 p.m.-6:30 p.m. 77277

Thursday, May 31, 2018 | LIHEAP Plan Public Hearing — 1101 E. Garden Lane, Midland, TX
form 2:00-3:00 p.m. 79701

11.4 How many parties commented on your plan at the hearing(s)?
TBD
11.5 Summarize the comments you received at the hearing(s).

Pending public hearings.




General Comments:
Pending public hearings.
General Comments:
Pending public hearings.
Section 12: Fair Hearings, 2605(b)(13) — Assurance 13

12.1 How many fair hearings did the grantee have in the prior Federal fiscal year?
None at this time.

12.2 How many of those fair hearings resulted in the initial decision being reversed?
None.

12.3 Describe any policy and/or procedural changes made in the last Federal fiscal year as a result of fair
hearings?
None

12.4 Describe your fair hearing procedures for households whose applications are denied.
Subrecipient contracts include the following section:

SECTION 39. APPEALS PROCESS

In compliance with the LIHEAP Act, Subrecipient must provide an opportunity for a fair administrative
hearing to individuals whose application for assistance is denied, terminated or not acted upon in a
timely manner. Subrecipient must establish a denial of service complaint procedure in accordance with
Title 10, Part 1, Ch 6, Subch A, §6.8 of the State Rules. The rule states:

(a) Subrecipient shall establish a denial of service complaint procedure to address written complaints from
program applicants/customers. At a minimum, the procedures described in paragraphs (a)(1) - (8) of this
subsection shall be included:

(1) Subrecipients shall provide a written denial of assistance notice to applicant within ten (10) calendar
days of the determination. Such a determination is defined as a denial of assistance, but does not include a
level of assistance lower than the possible program limits or a reduction in assistance, as long as such
process is in accordance with the Subrecipient's written policy. This notification shall include written
notice of the right of a hearing and specific reasons for the denial by program. The applicant wishing to
appeal a decision must provide written notice to Subrecipient within twenty (20) days of receipt of the
denial notice.

(2) A Subrecipient must establish an appeals committee composed of at least three persons. Subrecipient
shall maintain documentation of appeals in their customer files.

(3) Subrecipients shall hold a private appeal hearing (unless otherwise required by law) by phone or in
person in an accessible location within ten (10) business days after the Subrecipient received the appeal
request from the applicant and must provide the applicant notice in writing of the time/location of the
hearing at least seven (7) calendar days before the appeal hearing.

(4) Subrecipient shall record the hearing.

(5) The hearing shall allow time for a statement by Subrecipient staff with knowledge of the case.



(6) The hearing shall allow the applicant at least equal time, if requested, to present relevant information
contesting the decision.

(7) Subrecipient shall notify applicant of the decision in writing. The Subrecipient shall mail the
notification by close of business on the third calendar day following the decision (three day turn-around).

(8) If the denial is solely based on income eligibility, the provisions described in paragraphs (2) - (7) of
this subsection do not apply and the applicant may request a recertification of income eligibility based on
initial documentation provided at the time of the original application. The recertification will be an
analysis of the initial calculation based on the documentation received with the initial application for
services and will be performed by an individual other than the person who performed the initial
determination. If the recertification upholds the denial based on income eligibility documents provided at
the initial application, the applicant is notified in writing.
(b) If the applicant is not satisfied, the applicant may further appeal the decision in writing to the
Department within ten (10) days of notification of an adverse decision.
(c) Applicants/customers who allege that the Subrecipient has denied all or part of a service or benefit in a
manner that is unjust, violates discrimination laws, or without reasonable basis in law or fact, may request
a contested hearing under Tex. Gov’t Code, Chapter 2001.
(d) The hearing under subsection (c) shall be conducted by the State Office of Administrative Hearings on
behalf of the Department in the locality served by the Subrecipient.
(e) If the applicant/customer appeals to the Department, the funds should remain encumbered until the
Department completes its decision.

12.5 When and how are applicants informed of these rights?
Within ten days of the determination the Subrecipient must provide written notification; can be made in
person or by mail.

12.6 Describe your fair hearing procedures for households whose applications are not acted on in a
timely manner.

Applicants are required to submit an application each program year. During the review of applications,
applicants are assigned a priority rating based on indicators such as poverty level, energy burden and
use, and the presence of vulnerable household members. The applicant is informed of their rating and
informed whether their application will be acted on immediately or if higher priority applicants will be
served first. If due to a low priority rating an applicant does not receive services during a program year,
the applicant must re-apply the following year. This is a program requirement and is not subject to
applicant appeal.

If an applicant is concerned that their application has been mishandled, the applicant may file a
complaint with the Department. TDHCA has an online complaint system, and staff phone numbers are
posted online. In general, applicants who have a complaint are given contact information for TDHCA at
the time the complaint is received by the Subrecipient. Applicants who call are encouraged to use the
online system, but rarely do. Staff records the complaint and proceeds as if the complaint were a denial
of services appeal, as described in Section 12.4 above.

12.7 When and how are applicants informed of these rights?
Applicants who have a complaint are given contact information for TDHCA at the time the complaint is
received by the Subrecipient.



Section 13: Reduction of home energy needs, 2605(b)(16) — Assurance 16

13.1 Describe how you use LIHEAP funds to provide services that encourage and enable households to
reduce their home energy needs and thereby the need for energy assistance?
N/A- The State does not use funds under Assurance 16.

13.2 How do you ensure that you don't use more than 5% of your LIHEAP funds for these activities?
NA-The State does not use funds under Assurance 16.

13.3 Describe the impact of such activities on the number of households served in the previous Federal
fiscal year.
NA-The State does not use funds under Assurance 16.

13.4 Describe the level of direct benefits provided to those households in the previous Federal fiscal
year.

NA-The State does not use funds under Assurance 16.

13.5 How many households applied for these services?
NA-The State does not use funds under Assurance 16.

13.6 How many households received these services?
NA-The State does not use funds under Assurance 16.

Section 14: Leveraging Incentive Program, 2607A

14.1 Do you plan to submit an application for the leveraging incentive program?

D Yes @ No

14.2 Describe instructions to any third parties and/or local agencies for submitting LIHEAP leveraging
resource information and retaining records.

N/A

14.3 For each type of resource and/or benefit to be leveraged in the upcoming year that will meet the
requirements of 45 C.F.R. § 96.87(d)(2)(iii), describe the following:

Resource | What is the type of resource or | What is the source(s) | How will the resource be
benefit? of the resource? integrated and coordinated
with LIHEAP?

NA




Section 15: Training
15.1. Describe the training you provide for each of the following groups:

a. Grantee Staff:
|X| Formal training on grantee policies and procedures
How often?
[ ] Annually

[ ] Biannually
X] As needed

|:| Other — Describe:
|:| Employees are provided with policy manual
|E Other — Describe:
The Department offers a manager training for newly hired managers or Executive
Directors, as needed, which is then followed up with individualized technical assistance.
Employees are provided with a notebook with plans, rules, the contract, and budget.

b. Local Agencies:
X] Formal training conference
How often?
<] Annually

[ ] Biannually
|X| As needed

|X| Other — Describe: The Department provides training at an annual conference
which is sponsored by the Texas Association of Community Action Agencies. The
Department provides annual Energy Audit training for the Network. The
Department provides a guide for developing the Annual Service Delivery Plan and
a webinar on how to develop their Annual Service Delivery Plan.

|X| On-site training
How often?
Annually

[ ] Biannually
|X| As needed

[X] other —

As needed as determined either by the Department or by request of
the agency. The Department identifies key areas for training needs
based upon monitor reports and Sub-grantee requests that are
addressed in quarterly calls and or webinars to provide program
guidance.”

|:| Employees are provided with policy manual

& Other — Describe: the Department schedules a teleconference each quarter to provide

information, training, and technical assistance to the local agencies. The Department

hosts an additional WAP quarterly teleconference to provide updates on rules,

regulations, and technical issues that are identified.



15.1 (continued)

c. Vendors
[ ] Formal training conference
How often?
[ ] Annually
[ ] Biannually
|:| As needed

[ ] Other — Describe:
& Policies communicated through vendor agreements
|:| Policies are outlined in a vendor manual
[ ] Other — Describe:

15.2. Does your training program address fraud reporting and prevention?

X Yes [ ]No

Section 16: Performance Goals and Measures, 2605(b)

16.1 Describe your progress toward meeting the data collection and reporting requirements of the four
required LIHEAP performance measures. Include timeframes and plans for meeting these requirements
and what you believe will be accomplished in the coming federal fiscal year.

The Department was able to meet the four LIHEAP performance measures.

Section 17: Program Integrity, 2605(b)(10)

17.1. Fraud Reporting Mechanisms
a. Describe all mechanisms available to the public for reporting cases of suspected waste,
fraud, and abuse. Select all that apply.

|X| Online Fraud Reporting

|X| Dedicated Fraud Reporting Hotline

|X| Report directly to local agency/district office or Grantee office

|X| Report to State Inspector General or Attorney General

|X| Forms and procedures in place for local agencies/district offices and vendors
to report fraud, waste, and abuse.

[ ] Other—describe:

17.1 (continued)
b. Describe strategies in place for advertising the above-referenced resources. Select all that

apply.

[ ] Printed outreach materials
|:| Addressed on LIHEAP application
X Website

Other — describe:



17.2.

a. Indicate which of the following forms of identification are required or requested to be

Identification Documentation Requirements

collected from LIHEAP applicants or their household members.

Collected from Whom?
A . . | HH Members
Type of Identification Collected Applicant All Adults in .
onl HH Seeking
y Assistance*
Required Required Required
Social Security Card is D D D
photocopied and retained Requested Requested Requested
Required Required Required
Social Security Number (without |:| |:| |:|
actual card) Requested Requested Requested
i i e L Required Required Required
Government-issued identification Dq Dq |:|q
card (i.e.,: driver’s license, state
: Requested Requested Requested
ID, Tribal ID, passport, etc.) |:| |:| |:|
Applicant Applicant All Adults in | All  Adults in | All Household ﬁlclmsehold
Other Only Only House hold | Household Members Memb
Required Requested | Required Requested Required R:cr:lxeirtsed
1 Other: clients provide
their identification to
the Subrecipients at the |X| |:| |:| |:| |:| |:|
time of application. See
attachment.

*Households may include members who are not seeking assistance and may not be included in the
household count. A live in aide or attendant is not considered part of the Household for purposes of
determining Household income, but is considered for a benefit based on the size of the Household.

b. Describe any exceptions to the above policies: NA



17.3.

Identification Verification

Describe what methods are used to verify the authenticity of identification documents provided by
clients or household members. Select all that apply.

X

17.4.

Verify SSNs with Social Security Administration

Match SSNs with death records from Social Security Administration or state agency

Match SSNs with state eligibility/management system (e.g., SNAP, TANF)

Match with state Department of Labor system

Match with state and/or federal corrections system

Match with state child support system

Verification using private software (e.g., The Work Number)

In-person certification by staff (for tribal grantees only)

Match SSN/Tribal ID number with tribal database or enrollment records (for tribal grantees only)
Other — describe:

Public organization Subrecipients verify the authenticity of identification documents provided by
clients who are not U.S. citizens or nationals. That verification is made through the Systematic
Alien Verification for Entitlements (“SAVE”) system.

Citizenship/Legal Residency Verification

What are your procedures for ensuring that household members are U.S. citizens or aliens who
are qualified to receive LIHEAP benefits?

& Clients sign an attestation of citizenship or legal residency

|:| Clients’ submission of Social Security cards is accepted as proof of legal residency

|X| Noncitizens must provide documentation of immigration status

|X| Citizens must provide a copy of their birth certificate, naturalization papers, or passport

|X| Noncitizens are verified through the SAVE system

|:| Tribal members are verified through Tribal database/Tribal ID card

|X| Other — describe: The SAVE requirement only applies to the public organizations whose
benefit determinations are not completed by a private nonprofit organization.



17.5. Income Verification

What methods does your agency utilize to verify household income?
X] Require documentation of income for all adult household members
DX]Pay stubs
[X] social Security award letters
[ ] Bank statements
|:| Tax statements
DX]zero-income statements
&Unemployment Insurance letters
|X|Other — describe: Court Documents or government benefit statements as applicable.

[ ] Computer data matches:
|:| Income information matched against state computer system (e.g., SNAP, TANF)
|:| Proof of unemployment benefits verified with state Department of Labor
[ ] Social Security income verified with SSA
[ ] Utilize state directory of new hires
|:| Other — describe:

17.6.  Protection of Privacy and Confidentiality

Describe the financial and operating controls in place to protect client information against improper use
or disclosure.
@ Policy in place prohibiting release of information without written consent
|:| Grantee LIHEAP database includes privacy/confidentiality safeguards
@ Employee training on confidentiality for:
[X] Grantee employees
Xlocal agencies/district offices
|:| Employees must sign confidentiality agreement
[ ] Grantee employees
[ Jlocal agencies/district offices
X] Physical files are stored in a secure location
@ Other — describe: Grantee contracts include the following section:

SECTION 9. RECORD KEEPING REQUIREMENTS

Subrecipient acknowledges that all information collected, assembled, or maintained by Subrecipient
pertaining to this Contract, except records made confidential by law, is subject to the Texas Public
Information Act (Chapter 552 of Texas Government Code) and must provide citizens, public agencies,
and other interested parties with reasonable access to all records pertaining to this Contract subject to
and in accordance with the Texas Public Information Act.

Texas Administrative Code, Title 10 Chapterl, Subchapter D §1.409 requires that:
(a) Client Records including Multifamily Development Owners. The Department requires Subrecipient
organizations to document client services and assistance. Subrecipient organizations must arrange for
the security of all program-related computer files through a remote, online, or managed backup service.
Confidential client files must be maintained in a manner to protect the privacy of each client and to
maintain the same for future reference. Subrecipient organizations must store physical client files in a



secure space in a manner that ensures confidentiality and in accordance with Subrecipient organization
policies and procedures. To the extent that it is financially feasible, archived client files should be stored
offsite from Subrecipient headquarters, in a secure space in a manner that ensures confidentiality and in
accordance with organization policies and procedures.

(b) Records of client eligibility must be retained for five (5) years starting from the date the Household
activity is completed, unless otherwise provided in federal regulations governing the program.

(c) Other records must be maintained as described in the Contract or the LURA, and in accordance with
federal or state law for the programs described in the Chapters of this Part.

Texas Administrative Code, Title 10 Chapter 1, Subchapter D §1.401

The following words and terms, when used in this subchapter, shall have the following meanings, unless
the context clearly indicates otherwise. Capitalized words used herein have the meaning assigned in the
specific Chapters and Rules of this Title that govern the program associated with the request, or assigned
by federal or state law.

(1) Affiliate--Shall have the meaning assigned by the specific program or programs described in this
title.

(2) Department--The Texas Department of Housing and Community Affairs.

(3) Equipment--tangible personal property having a useful life of more than one year or a per-unit
acquisition cost which equals or exceeds the lesser of the capitalization level established by entity for
financial statement purposes, or $5,000. Entities not subject to UGMS do not have to include information
technology systems unless the item exceeds the lesser of the capitalization level established by entity for
financial statement purposes, or $5,000.

(4) Executive Award Review and Advisory Committee ("EARAC")--the Committee established in Tex.
Gov't Code chapter 2306, that recommends the award or allocation of any Department funds.

(5) Professional services--for a unit of government is as defined by state law. For Private Nonprofit
Organizations it means services:

(A) within the scope of the practice, as defined by state law, of:
(i) accounting;
(i) architecture;
(iii) landscape architecture;
(iv) land surveying;
(v) medicine;
(vi) optometry;
(vii) professional engineering;
(viii) real estate appraising;
(ix) professional nursing; or
(x) legal services; or
(B) provided in connection with the professional employment or practice of a person who is licensed or
registered as:
(i) a certified public accountant;
(ii) an architect;
(iii) a landscape architect;
(iv) a land surveyor;
(v) a physician, including a surgeon;
(vi) an optometrist;
(vii) a professional engineer;
(viii) a state certified or state licensed real estate appraiser;
(ix) attorney; or



(x) a registered nurse.

(6) Single Audit--The audit required by Office of Management and Budget ("OMB"), 2 CFR Part 200,
Subpart F, or Tex. Gov't Code, chapter 783, Uniform Grant and Contract Management, as reflected in an
audit report.

(7) Single Audit Certification Form--A form that lists the source(s) and amount(s) of Federal funds
and/or State funds expended by the Subrecipient during their fiscal year along with the outstanding
balance of any loans made with federal or state funds if there are continuing compliance requirements
other than repayment of the loan.

(8) Subrecipient--Includes any entity, or Administrator as defined under Chapter 20, receiving or
applying for federal or state funds from the Department. Except as otherwise noted, the definition does
not include Applicants/Owners in the Multifamily program, except for CHDO Operating funds.

(9) Supplies--means tangible personal property other than "Equipment” in this section.

(10) Uniform Grant Management Standards ("UGMS")--The standardized set of financial management
procedures and definitions established by Tex. Gov't Code, chapter 783 to promote the efficient use of
public funds by requiring consistency among grantor agencies in their dealings with grantees, and by
ensuring accountability for the expenditure of public funds. State agencies are required to adhere to these
standards when administering grants and other financial assistance agreements with cities, counties and
other political subdivisions of the state. This includes all Public Organizations including public housing
and housing finance agencies. In addition, Tex. Gov't Code Chapter 2105, subjects subrecipients of
federal block grants (as defined therein) to the Uniform Grant and Contract Management Standards.

17.7.  Verifying the Authenticity of Energy Vendors

What policies are in place for verifying vendor authenticity?

All vendors must register with the State/Tribe

All vendors must supply a valid SSN or TIN/W-9 form

Vendors are verified through energy bills provided by the household

Grantee and/or local agencies/district offices perform physical monitoring of vendors
Other — describe, and note any exceptions to policies above:

(N

17.8. Benefits Policy — Gas and Electric Utilities

What policies are in place to protect against fraud when making benefit payments to gas and electric
utilities on behalf of clients? Select all that apply.
|:| Applicants required to submit proof of physical residency
Applicants must submit current utility bill

[ ] Dataexchange with utilities that verifies:

[ ] Account ownership

|:| Consumption

[ ] Balances

|:| Payment history

|:| Account is properly credited with benefit

[ ] other — describe:
Centralized computer system/database tracks payments to all utilities
Centralized computer system automatically generates benefit level
Separation of duties between intake and payment approval
Payments coordinated among other heating assistance programs to avoid duplication of payments
Payments to utilities and invoices from utilities are reviewed for accuracy

XX



17.8 (continued)

|:| Computer databases are periodically reviewed to verify accuracy and timeliness of payments made
to utilities

& Direct payment to households are made in limited cases only

|:| Procedures are in place to require prompt refunds from utilities in cases of account closure

|X| Vendor agreements specify requirements selected above, and provide enforcement mechanism

[ ] Other—describe:

17.9. Benefits Policy — Bulk Fuel Vendors
What procedures are in place for averting fraud and improper payments when dealing with bulk fuel
suppliers of heating oil, propane, wood, and other bulk fuel vendors? Select all that apply.

Vendors are checked against an approved vendors list

Centralized computer system/database is used to track payments to all vendors

Clients are relied on for reports of non-delivery or partial delivery

Two-party checks are issued naming client and vendor

Direct payment to households are made in limited cases only

Vendors are only paid once they provide a delivery receipt signed by the client

Conduct monitoring of bulk fuel vendors

Bulk fuel vendors are required to submit reports to the Grantee

Vendor agreements specify requirements selected above, and provide enforcement mechanism

Other — describe:

XX

17.10. Investigations and Prosecutions

Describe the Grantee’s procedures for investigating and prosecuting reports of fraud, and any
sanctions placed on clients/staff/vendors found to have committed fraud. Select all that apply.

& Refer to state Inspector General

|X| Refer to local prosecutor or state Attorney General

|X| Refer to US DHHS Inspector General (including referral to OIG hotline)

|X| Local agencies/district offices or Grantee conduct investigation of fraud complaints from public
|:| Grantee attempts collection of improper payments. If so, describe the recoupment process.

[ ] Clients found to have committed fraud are banned from LIHEAP assistance. For how long is a
household banned?

|X| Contracts with local agencies require that employees found to have committed fraud are
reprimanded and/or terminated

|X| Vendors found to have committed fraud may no longer participate in LIHEAP

|X| Other — describe: A Subrecipient may be referred to the Department’s Enforcement Committee
or proposed for debarment.

Section 18: Certification Regarding Debarment, Suspension, and Other Responsibility Matters

Certification Regarding Debarment, Suspension, and Other Responsibility Matters--Primary Covered
Transactions

Instructions for Certification

1. By signing and submitting this proposal, the prospective primary participant is providing the



certification set out below.

2. The inability of a person to provide the certification required below will not necessarily result in
denial of participation in this covered transaction. The prospective participant shall submit an
explanation of why it cannot provide the certification set out below. The certification or explanation will
be considered in connection with the department or agency's determination whether to enter into this
transaction. However, failure of the prospective primary participant to furnish a certification or an
explanation shall disqualify such person from participation in this transaction.

3. The certification in this clause is a material representation of fact upon which reliance was placed
when the department or agency determined to enter into this transaction. If it is later determined that
the prospective primary participant knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency may terminate this
transaction for cause or default.

4. The prospective primary participant shall provide immediate written notice to the department or
agency to which this proposal is submitted if at any time the prospective primary participant learns that
its certification was erroneous when submitted or has become erroneous by reason of changed
circumstances.

5. The terms covered transaction, debarred, suspended, ineligible, lower tier covered transaction,
participant, person, primary covered transaction, principal, proposal, and voluntarily excluded, as used
in this clause, have the meanings set out in the Definitions and Coverage sections of the rules
implementing Executive Order 12549. You may contact the department or agency to which this proposal
is being submitted for assistance in obtaining a copy of those regulations.

6. The prospective primary participant agrees by submitting this proposal that, should the proposed
covered transaction be entered into, it shall not knowingly enter into any lower tier covered transaction
with a person who is proposed for debarment under 48 CFR part 9, subpart 9.4, debarred, suspended,
declared ineligible, or voluntarily excluded from participation in this covered transaction, unless
authorized by the department or agency entering into this transaction.

7. The prospective primary participant further agrees by submitting this proposal that it will include
the clause titled “*Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion-
Lower Tier Covered Transaction," provided by the department or agency entering into this covered
transaction, without modification, in all lower tier covered transactions and in all solicitations for lower
tier covered transactions.

8. A participant in a covered transaction may rely upon a certification of a prospective participant in a
lower tier covered transaction that it is not proposed for debarment under 48 CFR part 9, subpart 9.4,
debarred, suspended, ineligible, or voluntarily excluded from the covered transaction, unless it knows
that the certification is erroneous. A participant may decide the method and frequency by which it
determines the eligibility of its principals. Each participant may, but is not required to, check the List of
Parties Excluded from Federal Procurement and Nonprocurement Programs.

9. Nothing contained in the foregoing shall be construed to require establishment of a system of
records in order to render in good faith the certification required by this clause. The knowledge and
information of a participant is not required to exceed that which is normally possessed by a prudent
person in the ordinary course of business dealings.

10. Except for transactions authorized under paragraph 6 of these instructions, if a participant in a
covered transaction knowingly enters into a lower tier covered transaction with a person who is
proposed for debarment under 48 CFR part 9, subpart 9.4, suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available to the Federal
Government, the department or agency may terminate this transaction for cause or default.



Certification Regarding Debarment, Suspension, and Other Responsibility Matters--Primary Covered
Transactions

(1) The prospective primary participant certifies to the best of its knowledge and belief, that it and its
principals:

(a) Are not presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily
excluded by any Federal department or agency;

(b) Have not within a three-year period preceding this proposal been convicted of or had a civil
judgment rendered against them for commission of fraud or a criminal offense in connection with
obtaining, attempting to obtain, or performing a public (Federal, State or local) transaction or contract
under a public transaction; violation of Federal or State antitrust statutes or commission of
embezzlement, theft, forgery, bribery, falsification or destruction of records, making false statements, or
receiving stolen property;

(c) Are not presently indicted for or otherwise criminally or civilly charged by a governmental entity
(Federal, State or local) with commission of any of the offenses enumerated in paragraph (1)(b) of this
certification; and

(d) Have not within a three-year period preceding this application/proposal had one or more public
transactions (Federal, State or local) terminated for cause or default.

(2) Where the prospective primary participant is unable to certify to any of the statements in this
certification, such prospective participant shall attach an explanation to this proposal.

Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion--Lower Tier
Covered Transactions

Instructions for Certification

1. By signing and submitting this proposal, the prospective lower tier participant is providing the
certification set out below.

2. The certification in this clause is a material representation of fact upon which reliance was placed
when this transaction was entered into. If it is later determined that the prospective lower tier
participant knowingly rendered an erroneous certification, in addition to other remedies available to the
Federal Government the department or agency with which this transaction originated may pursue
available remedies, including suspension and/or debarment.

3. The prospective lower tier participant shall provide immediate written notice to the person to
which this proposal is submitted if at any time the prospective lower tier participant learns that its
certification was erroneous when submitted or had become erroneous by reason of changed
circumstances.

4. The terms covered transaction, debarred, suspended, ineligible, lower tier covered transaction,
participant, person, primary covered transaction, principal, proposal, and voluntarily excluded, as used
in this clause, have the meaning set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549. You may contact the person to which this proposal is submitted for assistance in
obtaining a copy of those regulations.

5. The prospective lower tier participant agrees by submitting this proposal that, [[Page 33043]]
should the proposed covered transaction be entered into, it shall not knowingly enter into any lower tier
covered transaction with a person who is proposed for debarment under 48 CFR part 9, subpart 9.4,
debarred, suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the department or agency with which this transaction originated.



6. The prospective lower tier participant further agrees by submitting this proposal that it will include
this clause titled “Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion-
Lower Tier Covered Transaction," without modification, in all lower tier covered transactions and in all
solicitations for lower tier covered transactions.

7. A participant in a covered transaction may rely upon a certification of a prospective participantin a
lower tier covered transaction that it is not proposed for debarment under 48 CFR part 9, subpart 9.4,
debarred, suspended, ineligible, or voluntarily excluded from covered transactions, unless it knows that
the certification is erroneous. A participant may decide the method and frequency by which it
determines the eligibility of its principals. Each participant may, but is not required to, check the List of
Parties Excluded from Federal Procurement and Nonprocurement Programs.

8. Nothing contained in the foregoing shall be construed to require establishment of a system of
records in order to render in good faith the certification required by this clause. The knowledge and
information of a participant is not required to exceed that which is normally possessed by a prudent
person in the ordinary course of business dealings.

9. Except for transactions authorized under paragraph 5 of these instructions, if a participant in a
covered transaction knowingly enters into a lower tier covered transaction with a person who is
proposed for debarment under 48 CFR part 9, subpart 9.4, suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available to the Federal
Government, the department or agency with which this transaction originated may pursue available
remedies, including suspension and/or debarment.

Certification Regarding Debarment, Suspension, Ineligibility an Voluntary Exclusion--Lower Tier
Covered Transactions

(1) The prospective lower tier participant certifies, by submission of this proposal, that neither it nor
its principals is presently debarred, suspended, proposed for debarment, declared ineligible, or
voluntarily excluded from participation in this transaction by any Federal department or agency.

(2) Where the prospective lower tier participant is unable to certify to any of the statements in this
certification, such prospective participant shall attach an explanation to this proposal.

|X| By checking this box, the prospective primary participant is providing the certification set out above.
Section 19: Certification Regarding Drug-Free Workforce Requirements

This certification is required by the regulations implementing the Drug-Free Workplace Act of 1988: 45
CFR Part 76, Subpart, F. Sections 76.630(c) and (d)(2) and 76.645(a)(1) and (b) provide that a Federal
agency may designate a central receipt point for STATE-WIDE AND STATE AGENCY-WIDE certifications,
and for notification of criminal drug convictions. For the Department of Health and Human Services, the
central point is: Division of Grants Management and Oversight, Office of Management and Acquisition,
Department of Health and Human Services, Room 517-D, 200 Independence Avenue, SW Washington,
DC 20201.

Certification Regarding Drug-Free Workplace Requirements (Instructions for Certification)

1. By signing and/or submitting this application or grant agreement, the grantee is providing the
certification set out below.

2. The certification set out below is a material representation of fact upon which reliance is placed when



the agency awards the grant. If it is later determined that the grantee knowingly rendered a false
certification, or otherwise violates the requirements of the Drug-Free Workplace Act, the agency, in
addition to any other remedies available to the Federal Government, may take action authorized under
the Drug-Free Workplace Act.

3. For grantees other than individuals, Alternate | applies.
4. For grantees who are individuals, Alternate Il applies.

5. Workplaces under grants, for grantees other than individuals, need not be identified on the
certification. If known, they may be identified in the grant application. If the grantee does not identify
the workplaces at the time of application, or upon award, if there is no application, the grantee must
keep the identity of the workplace(s) on file in its office and make the information available for Federal
inspection. Failure to identify all known workplaces constitutes a violation of the grantee's drug-free
workplace requirements.

6. Workplace identifications must include the actual address of buildings (or parts of buildings) or other
sites where work under the grant takes place. Categorical descriptions may be used (e.g., all vehicles of a
mass transit authority or State highway department while in operation, State employees in each local
unemployment office, performers in concert halls or radio studios).

7. If the workplace identified to the agency changes during the performance of the grant, the grantee
shall inform the agency of the change(s), if it previously identified the workplaces in question (see
paragraph five).

8. Definitions of terms in the Nonprocurement Suspension and Debarment common rule and Drug-Free
Workplace common rule apply to this certification. Grantees' attention is called, in particular, to the
following definitions from these rules:

Controlled substance means a controlled substance in Schedules | through V of the Controlled
Substances Act (21 U.S.C. 812) and as further defined by regulation (21 CFR 1308.11 through 1308.15);

Conviction means a finding of guilt (including a plea of nolo contendere) or imposition of sentence, or
both, by any judicial body charged with the responsibility to determine violations of the Federal or State
criminal drug statutes;

Criminal drug statute means a Federal or non-Federal criminal statute involving the manufacture,
distribution, dispensing, use, or possession of any controlled substance;

Employee means the employee of a grantee directly engaged in the performance of work under a grant,
including: (i) All direct charge employees; (ii) All indirect charge employees unless their impact or
involvement is insignificant to the performance of the grant; and, (iii) Temporary personnel and
consultants who are directly engaged in the performance of work under the grant and who are on the
grantee's payroll. This definition does not include workers not on the payroll of the grantee (e.g.,
volunteers, even if used to meet a matching requirement; consultants or independent contractors not



on the grantee's payroll; or employees of Subrecipients or subcontractors in covered workplaces).

Certification Regarding Drug-Free Workplace Requirements
Alternate |. (Grantees Other Than Individuals)
The grantee certifies that it will or will continue to provide a drug-free workplace by:

(a) Publishing a statement notifying employees that the unlawful manufacture, distribution,
dispensing, possession, or use of a controlled substance is prohibited in the grantee's workplace
and specifying the actions that will be taken against employees for violation of such prohibition;
(b) Establishing an ongoing drug-free awareness program to inform employees about --(1)The
dangers of drug abuse in the workplace;

(2) The grantee's policy of maintaining a drug-free workplace;

(3) Any available drug counseling, rehabilitation, and employee assistance programs; and

(4) The penalties that may be imposed upon employees for drug abuse violations occurring in the
workplace;

c) Making it a requirement that each employee to be engaged in the performance of the grant be
given a copy of the statement required by paragraph (a);

(d) Notifying the employee in the statement required by paragraph (a) that, as a condition of
employment under the grant, the employee will --

(1) Abide by the terms of the statement; and

(2) Notify the employer in writing of his or her conviction for a violation of a criminal drug statute
occurring in the workplace no later than five calendar days after such conviction;

(e) Notifying the agency in writing, within ten calendar days after receiving notice under
paragraph (d)(2) from an employee or otherwise receiving actual notice of such conviction.
Employers of convicted employees must provide notice, including position title, to every grant
officer or other designee on whose grant activity the convicted employee was working, unless
the Federal agency has designated a central point for the receipt of such notices. Notice shall
include the identification number(s) of each affected grant;

(f) Taking one of the following actions, within 30 calendar days of receiving notice under
paragraph (d)(2), with respect to any employee who is so convicted -

(1) Taking appropriate personnel action against such an employee, up to and including
termination, consistent with the requirements of the Rehabilitation Act of 1973, as amended; or
(2) Requiring such employee to participate satisfactorily in a drug abuse assistance or
rehabilitation program approved for such purposes by a Federal, State, or local health, law
enforcement, or other appropriate agency;

(g) Making a good faith effort to continue to maintain a drug-free workplace through
implementation of paragraphs (a), (b), (c), (d), (e) and (f).

(B) The grantee may insert in the space provided below the site(s) for the performance of work
done in connection with the specific grant:

Place of Performance (Street address, city, county, state, zip code)

221 East 111 Street

Austin, Travis County, Texas, 78701




Check if there are workplaces on file that are not identified here.

Alternate Il. (Grantees Who Are Individuals)

(a) The grantee certifies that, as a condition of the grant, he or she will not engage in the
unlawful manufacture, distribution, dispensing, possession, or use of a controlled substance in
conducting any activity with the grant;

(b) If convicted of a criminal drug offense resulting from a violation occurring during the conduct
of any grant activity, he or she will report the conviction, in writing, within 10 calendar days of
the conviction, to every grant officer or other designee, unless the Federal agency designates a
central point for the receipt of such notices. When notice is made to such a central point, it shall
include the identification number(s) of each affected grant.

[55 FR 21690, 21702, May 25, 1990]
@By checking this box, the prospective primary participant is providing the certification set out above.

Section 20: Certification Regarding Lobbying

The submitter of this application certifies, to the best of his or her knowledge and belief, that:

(1) No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to
any person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, the making of any Federal
loan, the entering into of any cooperative agreement, and the extension, continuation, renewal,
amendment, or modification of any Federal contract, grant, loan, or cooperative agreement.

(2) If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with this
Federal contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit
Standard Form-LLL, “"Disclosure Form to Report Lobbying," in accordance with its instructions.

(3) The undersigned shall require that the language of this certification be included in the award
documents for all subawards at all tiers (including subcontracts, subgrants, and contracts under grants,
loans, and cooperative agreements) and that all Subrecipients shall certify and disclose accordingly. This
certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into
this transaction imposed by section 1352, title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such failure.

Statement for Loan Guarantees and Loan Insurance

The undersigned states, to the best of his or her knowledge and belief, that:



If any funds have been paid or will be paid to any person for influencing or attempting to influence an
officer or employee of any agency, a Member of Congress, an officer or employee of Congress, or an
employee of a Member of Congress in connection with this commitment providing for the United States
to insure or guarantee a loan, the undersigned shall complete and submit Standard Form-LLL,
“Disclosure Form to Report Lobbying," in accordance with its instructions. Submission of this statement
is a prerequisite for making or entering into this transaction imposed by section 1352, title 31, U.S. Code.
Any person who fails to file the required statement shall be subject to a civil penalty of not less than
$10,000 and not more than $100,000 for each such failure.

& By checking this box, the prospective primary participant is providing the certification set out above.
REQUIRED ATTACHMENTS
The following documents must be attached to this application:

e Assurances signature page

e Designation letter for signature to Assurances is required if someone other than the Governor or
Tribal Chairperson signs the Assurances.

e Heating component benefit matrix. (Attachment 3)

e Cooling component benefit matrix. (Attachment 3)

e Local Agency Monitoring Schedule (Attachment 4)



Attachment 3

Benefit Matrix

Program rules found at 10 Texas Administrative Code, §6.309(d). All benefits are determined based on a
sliding scale:

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

(1) Households with Incomes of 0 to 50% of Federal Poverty Guidelines may receive an amount
not to exceed $1,200 per Component;

(2) Households with Incomes of 51% to 75% of Federal Poverty Guidelines may receive an
amount not to exceed $1,100 per Component; and

(3) Households with Incomes of 76% to at or below 150% of Federal Poverty Guidelines may
receive an amount not to exceed $1,000 per Component.



Attachment 4

Monitoring Schedule for FY 2019

LIHEAP Entity Review Date of Last Full Onsite Review (if
Type applicable)

El Paso Community Full on-site | FY18-Q2

Action program, Project

BRAVO, Inc.

Panhandle Community Full on-site | FY18-Q1

Services

Brazos Valley Full on-site | FY18 -Q1

Community Programs

Rolling Plains Full on-site | FY18 - Q1

Management Corp.

Combined Community Full on-site | FY18 - Q2

Action, Inc.

Hidalgo County Full on-site | FY15-Q1

Community Services

Agency

South Texas Full on-site | FY18 - Q3

Development Council

Community Action Full on-site | FY18-Q3

Committee of Victoria

Texas

Tri-County Community Full on-site | FY15-Q4

Action, Inc.

Pecos County Full on-site | FY18 - Q2

Community Action

Agency

Economic Opportunities | Full on-site | FY15-Q1

Advancement Corp of

PR XI

Texas Neighborhood Full on-site | FY16-Q1

Services

Aspermont Small Full on-site | FY16—-Q4

Business Development

Center, Inc.

West Texas Full on-site | FY18 - Q3

Opportunities, Inc.

Greater East Texas Full on-site | FY18 - Q3

Community Action

Program

Central Texas Full on-site | FY18 - Q3

Opportunities

Concho Valley Full On-site | FY15-Q3




LIHEAP Entity Review Date of Last Full Onsite Review (if
Type applicable)

Community Action

Agency

Community Action Inc. Full On-site | FY15-Q4

of Central Texas

Community Services of | Full On-site | FY18-Q3

Northeast Texas, Inc.

South Plains Community | Full on-site | FY18 — Q3

Action Association

City of Fort Worth Full On-site | FY18-Q2
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BOARD ACTION REQUEST
SINGLE FAMILY OPERATIONS & SERVICES

APRIL 26, 2018

Presentation, discussion, and possible action authorizing extensions to Neighborhood Stabilization Program
1 (“NSP1”) Contracts and Program Income (“NSP1-PI”) Reservation Agreements.

RECOMMENDED ACTION

WHEREAS, the Texas Department of Housing and Community Affairs (the
“Department”) entered into NSP1 contracts and NSP1-PI Reservation Agreements with
Program Administrators which will be expiring on August 31, 2018;

WHEREAS, Program Administrators have experienced delays in completing their
contractual obligations due to eligibility requirements, local market conditions, and
capacity;

WHEREAS, Program Administrators have completed initial phases of their programs and
are qualifying homebuyers and constructing units so that the vacant properties convert to
their final eligible use;

WHEREAS, Department staff would like to authorize extensions of contracts and
Reservation Agreements for specific Program Administrators under the NSP1 Program;

WHEREAS, Department staff continues to work closely with Program Administrators to
provide technical assistance towards contract completion and will continue to actively
monitor their progress; and

WHEREAS, some NSP1 Contracts and Program Income Reservation Agreements have
exhausted all extensions that may be authorized by staff, and the extensions require
approval by the Department’s Board;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director or his designee are hereby authorized,
empowered, and directed, for and on behalf of this Board to approve extensions of not
more than one additional year to NSP1 contracts, and NSP1-PI Reservation Agreements
to enable full, timely, and compliant contract completion and in connection therewith to
execute, deliver, and cause to be performed such amendments, documents, and other
writings as they or any of them may deem necessary or advisable to effectuate the
foregoing; and
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FURTHER RESOLVED, that these extensions will be for the following NSP1
Contracts and NSP1-PI Reservation Agreements:

e 77090000106 and 770900031006, City of Irving;
e 77090003108, Affordable Homes of South Texas; and
e 77090003154, City of Port Arthur.

BACKGROUND

The Neighborhood Stabilization Program (“NSP”) is a U.S. Department of Housing and Urban
Development (“HUD”)-funded program authorized by H.R. 3221, the “Housing and Economic Recovery
Act of 2008,” as a supplemental allocation to the Community Development Block Grant (“CDBG”)
Program through an amendment to the existing State of Texas 2008 CDBG Action Plan. The purpose of
the program is to redevelop, or acquire and hold, abandoned and foreclosed properties in areas with the
greatest need for arresting declining property values resulting from excessive foreclosures.

Over the last year, NSP Administrators have made significant progress. Some contracts have closed out
their contracts, while others still need additional time to progress to the close-out stage. Several NSP
Administrators have experienced difficulties related to fulfilling eligibility requirements, local market
conditions (including Hurricane Harvey recovery in Port Arthur), and lack of capacity. The Department
continues to provide technical assistance and work closely with Administrators.

The NSP Contracts and Program Income Reservation Agreements for purchase and rehabilitation activities

expire on August 31, 2018, and the Program Administrators require additional time to qualify homebuyers
and construct units on vacant lots.
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BOARD ACTION REQUEST
BOND FINANCE DIVISION

APRIL 26, 2018

Presentation, discussion, and possible action on Resolution No. 18-018 regarding the annual
approval of the Department’s Investment Policy

RECOMMENDED ACTION

See attached Resolution.

BACKGROUND

The provisions of Tex. Gov't Code, Chapter 2256 (also known as the Public Funds Investment Act)
require state agency boards to develop, adopt annually, and maintain a written investment policy (the
“Investment Policy”) that, among other things, details investment priorities and strategies, describes
permissible investments, addresses ethics and conflicts of interest, establishes training requirements,
and designates an Investment Officer. The Investment Policy also establishes requirements for
financial advisors and service providers, and requires that investment professionals acknowledge
receipt of the Investment Policy in order to do business with the Department. David Cervantes,
Chief Financial Officer, and Monica Galuski, Chief Investment Officer, are the Investment Officers
for the Department.

The prior Investment Policy has been amended to include statutory requirements related to Tex.
Gov't Code, Chapter 2270 (Anti-Boycott Verification with respect to Israel) and Chapter 2252 (Iran,
Sudan and Foreign Terrorist Organizations and Exemption from Disclosure of Interested Parties),
and other minor changes. The Investment Officers, in conjunction with the Department’s Financial
Advisor and Bond Counsel, have reviewed the proposed Investment Policy and recommend
approval and adoption of Resolution 18-018.

The proposed Investment Policy, blacklined against the prior policy, is attached for your reference.
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RESOLUTION NO. 18-018

RESOLUTION OF THE GOVERNING BOARD APPROVING THE TEXAS
DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS INVESTMENT POLICY

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

WHEREAS, the Governing Board of the Department (the “Governing Board”) desires to approve the
Department’s Investment Policy in the form presented to the Governing Board,;

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

ARTICLE 1
APPROVAL OF DOCUMENTS AND CERTAIN ACTIONS

Section 1.1 Approval of the Department’s Investment Policy. The Investment Policy in the form
presented to the Governing Board is hereby authorized and approved.

Section 1.2 Authorized Representatives. The following persons and each of them are hereby
named as authorized representatives of the Department for purposes of executing, attesting, affixing the
Department’s seal to, and delivering the documents and instruments and taking the other actions referred to in
this Article 1: the Chair or Vice Chair of the Governing Board, the Executive Director of the Department, the
Deputy Executive Directors of the Department, the Chief Financial Officer of the Department, the Chief
Investment Officer of the Department, the Director of Texas Homeownership of the Department, the Director
of Multifamily Finance of the Department, and the Secretary or any Assistant Secretary to the Governing
Board. Such persons are referred to herein collectively as the “Authorized Representatives.” Any one of the
Authorized Representatives is authorized to act individually as set forth in this Resolution.

ARTICLE 2
GENERAL PROVISIONS

Section 2.1 Notice of Meeting. This Resolution was considered and adopted at a meeting of the
Governing Board that was noticed, convened, and conducted in full compliance with the Texas Open Meetings
Act, Chapter 551 of the Texas Government Code, and with §2306.032 of the Texas Government Code,
regarding meetings of the Governing Board.

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

[EXECUTION PAGE FOLLOWS]



PASSED AND APPROVED this 26th day of April, 2018.

Chair, Governing Board

ATTEST:

Secretary to the Governing Board

(SEAL)
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TEXAS DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS

INVESTMENT POLICY
l. POLICY

It is the policy of the Texas Department of Housing and Community Affairs (the “Department”) to invest
public funds in a manner that will provide, by priority, the following objectives:

Safety of principal,
Sufficient liquidity to meet Department cash flow needs;

Market rate of return for the risk assumed; and

A w e

Conformance to all applicable state statutes governing the investment of public funds including
the Department’s enabling legislation, Texas Government Code, Sectien-Chapter 2306, Texas
Government Code, Section—Chapter 2263, Ethics and Disclosure Requirements for Outside
Financial Advisors and Service Providers, and specifically Texas Government Code, Section
Chapter 2256, the Public Funds Investment Act (the “Act”).

It is further the intent of the Department to set forth in this document how all investments will be
administered, providing for an all-inclusive document that will ensure consistency and thoroughness in
the presentation of such investments, as they affect the Department’s presentation of its financial
statements.

1. SCOPE

This investment policy applies to all investments, including both direct investments and investments that
are subject to trust indentures created and supplemented in connection with bonds issued by the
Department. All of these investments are accounted for in the Department’s Comprehensive Annual
Financial Report and include the General Fund, Special Revenue Fund, Trust and Agency Fund, and
Enterprise Fund.

This investment policy does not apply to investments in instruments that constitute hedges, which include
but are not limited to, interest rate swaps, caps, floors, futures contracts, forward contracts, etc., that
satisfy the eligibility requirements of a “qualified hedge” as defined by Section 1.148-4(h)(2) of the
Internal Revenue Code.

The Department has created and adopted a separate Interest Rate Swap Policy for guidance regarding the
use and management of such hedges.

I11. PRUDENCE

Investments shall be made with judgment and care under prevailing circumstances which persons of
prudence, discretion and intelligence would exercise in the management of their own affairs; not for
speculation, but for investment, considering the probable safety and liquidity of capital as well as the
probable income to be derived.

Texas Department of Housing and Community Affairs
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The standard of prudence to be used by the investment officers named herein shall be the “prudent
person” standard and shall be applied in the context of managing an overall portfolio. An investment
officer acting in accordance with the investment policy and written procedures and exercising due
diligence shall be relieved of personal responsibility for an individual security’s credit risk or market
price changes, provided deviations from expectations are reported in a timely fashion and appropriate
action is taken to control adverse developments.

V. INVESTMENT PRIORITIES
Investment by the Department will be in accordance with the following priorities in order of importance:

1. Understanding the suitability of the investment to the financial requirements of the Department.
Suitability is the first priority in the Department’s investment strategy, and will be evaluated on
an overall basis and as a specific component of each of the remaining priorities;

2. Preservation and safety of principal;
3. Liquidity;

4. Marketability of the investment ifthe-need-arisesshould the need arise to liquidate the-investment
before maturity;

5. Diversification of the investment portfolio; and

6. Yield (after taking into account the previous five priorities).

Such investment will be in accordance with all federal and state statutes, rules, and regulations.
V. STRATEGIES

The following are the primary strategies for investment activities in order of priority after taking into
account the suitability of any investment:

1. Suitability. In accordance with Section 2256.005(d) of the Act, the first priority is the suitability
of investment.

2. Preservation and Safety of Principal. Investments of the Department shall be undertaken in a
manner that seeks to ensure the preservation of capital in the overall portfolio. The objective will
be to mitigate credit risk and interest rate risk. To achieve this objective, diversification is
required so that potential losses on individual securities do not exceed the income generated from
the remainder of the portfolio.

A. Credit risk is the risk of loss due to the failure of the security issuer or backer, and may be
mitigated by:

e limiting investments to the safest types of securities;

e pre-qualifying the financial institutions, broker/dealers, intermediaries, and advisors with
whom the Department will do business; and

o diversifying the investment portfolio se-thatto minimize potential losses on individual
securities-wit-be-minimized.

Texas Department of Housing and Community Affairs
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VI.

B. Interest rate risk is the risk that the market value of securities in the portfolio will fall due to
changes in general interest rates, and may be mitigated by:

e structuring the investment portfolio so that securities mature to meet cash requirements
for ongoing operations, thereby avoiding the need to sell securities ien the open market
prior to maturity, and

e investing operating funds primarily in shorter-term securities.

Liguidity. The Department’s investment portfolio shall remain sufficiently liquid to meet all
reasonably anticipated cash flow needs. This is accomplished by structuring the portfolio so that
securities mature concurrent with estimated or projected cash needs to meet anticipated demands.
Since not all pessible-cash demands can be fully anticipated or projected with total accuracy, the
portfolio should consist largely of securities with active secondary or resale markets, providing a
reasonable level of flexibility to deal with unforeseen cash needs.

Marketability. The Department will evaluate investment opportunities based on the marketability
of each investment_to reduce risk in the event #f-the Department needs arises-to liquidate the
investment before maturity. Specifically, the Department will take into consideration the activity
level of the secondary market for the investment.

Diversification. The Department will maintain a diversified investment portfolio. Maturities will
be staggered to provide cash flows based on anticipated needs. Investment risks will be reduced
through diversification among authorized investments.

Yield. The Department’s investment portfolio shall be designed with the objective of attaining a
market rate of return through budgetary and economic cycles, taking into account the investment
risk constraints and cash flow needs of the Department. Return on investment for short-term
operating funds is of less importance than the safety and liquidity objectives described above.
The core of investments is limited to relatively low-risk securities in anticipation of earning a fair
return relative to the risk being assumed. Securities shall not be sold prior to maturity with the
following exceptions:

A. A security experiencing or reasonably seen as being at risk of material decline in credit
quality could be sold early to minimize the risk of loss of principal;

B. A security swap would improve the quality, yield, or target duration of the overall portfolio
without creating other material risks or adverse features; or

C. Liquidity needs of the portfolio require that the security be sold and there are no preferable
alternatives.

DELEGATION OF AUTHORITY

The Board establishes the investment policy and objectives, obtains expert advice and assistance with
respect to its actions as is necessary to exercise its responsibilities prudently, and monitors the actions of
staff and advisors to ensure compliance with its policy. It is the Board’s intention that this policy be
carried out by those persons who are qualified and competent in their area of expertise.

Authority to manage the Department’s investment program is granted under the provisions of Texas
Government Code, Section 2306.052(b) (4) and (5) to the Director of the Department, (“Executive
Director”). Responsibility for the operation of the investment program is hereby delegated by the
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Executive Director to the Birector-of-Bond-FinanceChief Investment Officer and the Chief Financial
Officer acting in those capacities (collectively the “Investment Officer”) who shall carry out established
written procedures and internal controls for the operation of the investment program consistent with this
investment policy. The Investment Officer shall be responsible for all transactions undertaken and shall
establish a system of controls to regulate the activities of subordinate officials. Procedures should include
reference to safekeeping, delivery vs. payment, investment accounting, repurchase agreements, wire
transfer agreements, collateral/depository agreements and banking service contracts. Such procedures
may include explicit delegation of authority to persons responsible for investment transactions. No
person may engage in an investment transaction except as provided under the terms of this policy and the
procedures established by the Investment Officer.

VIl. ETHICS AND CONFLICTS OF INTEREST

1. Department employees and Board members must comply with all applicable laws, and should
specifically be aware of the following statutes:

A. Texas Government Code, Section 825.211, Certain Interests in Loans, Investments or
Contracts Prohibited;

B. Texas Government Code, Section 572.051, Standards of Conduct for Public Servants;

C. Texas Government Code, Sections 553.001-003, Disclosure by Public Servants of Interest in
Property Being Acquired by Government;

D. Texas Government Code, Section 552.352, Distribution of Confidential Information;

E. Texas Government Code, Section 572.054, Representation by Former Officer or Employee of
Regulatory Agency Restricted;

F. Texas Penal Code, Chapter 36, Bribery, Corrupt Influence and Gifts to Public Servants; and
G. Texas Penal Code, Chapter 39, Abuse of Office, Official Misconduct.

The omission of any applicable statute from this list does not excuse violation of its provisions.

2. Department employees and Board members must be honest in the exercise of their duties and
must not take actions which will discredit the Department.

3. Department employees and Board members should be loyal to the interest of the Department to
the extent that such loyalty is not in conflict with other duties which legally have priority, and
should avoid personal, employment or business relationships that create conflicts of interest.

A. Officers and employees involved in the investment process shall refrain from personal
business activity that could conflict with the proper execution and management of the
investment program, or that could impair their ability to make impartial decisions.

B. Officers and employees shall disclose to the Executive Director any material interests in
financial institutions with which they conduct business. They shall further disclose any
personal financial/investment positions that could be related to the performance of the
Department’s investment portfolio.

C. Officers and employees shall refrain from undertaking personal investment transactions with
the same individuals with whom business is conducted on behalf of the Department.
6
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D. Department employees and Board members may not use their relationship with the
Department to seek or obtain personal gain beyond agreed compensation and/or any properly
authorized expense reimbursement. This should not be interpreted to forbid the use of the
Department as a reference or the communication to others of the fact that a relationship with
the Department exists, provided that no misrepresentation is involved.

E. Department employees and Board members who have a personal business relationship with a
business organization offering to engage in an investment transaction with the Department
shall file a statement disclosing that personal business interest. An individual who is related
within the second degree by affinity or consanguinity to an individual seeking to sell an
investment to the Department shall file a statement disclosing that relationship. A statement
required under this section must be filed with the Texas Ethics Commission and the
Department’s Board. For purposes of this policy, an individual has a personal business
relationship with a business organization if:

e the individual owns 10 percent or more of the voting stock or shares of the business
organization or owns $5,000 or more of the fair market value of the business
organization;

e funds received by the Investment Officer from the business organization exceed 10
percent of the individual’s gross income from the previous year; or

o the individual has acquired from the business organization during the previous year
investments with a book value of $2,500 or more for the personal account of the
individual.

VIIl. AUTHORIZED FINANCIAL DEALERS AND INSTITUTIONS

The Department (in conjunction with the State Comptroller) will maintain a list of financial institutions
authorized to provide investment services. In addition, a list will also be maintained of approved security
broker/dealers selected by credit worthiness; these may include “primary” dealers or regional dealers that
qualify under Securities and Exchange Commission Rule 15C3-1 (uniform net capital rule). No public
deposit shall be made except in a qualified public depository as established by state law.

The Department will use as its authorized list of broker/dealers and financial institutions any
broker/dealer or financial institution that is authorized to do business with the State Comptroller. With
respect to investments provided in connection with the issuance of bonds, the above requirements will be
deemed met if the investment provider has the minimum credit ratings required by rating agencies and is
acceptable to the bond insurer/credit enhancer, if applicable, and if the investment meets the requirements
of the applicable bond trust indenture. A broker, engaged solely to secure a qualified investment referred
to in this paragraph on behalf of the Department, whieh-and who will not be providing an investment
instrument, shall not be subject to the above requirements; and may only be engaged if approved by the
Board.

IX. ETHICS AND DISCLOSURE REQUIREMENTS FOR OUTSIDE FINANCIAL
ADVISORS AND SERVICE PROVIDERS

During the 78" Legislature, Regular Session, the Texas Legislature passed Chapter 2263, Ethics And
Disclosure Requirements For Outside Financial Advisors And Service Providers (“Chapter 2263”).
Chapter 2263, under Senate Bill 1059, requires certain actions by governing boards of state entities
involved in the management and investment of state funds and adds disclosure requirements for outside
financial advisors and service providers. Chapter 2263 became effective September 1, 2003. Each state
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governmental entity required to adopt rules under Chapter 2263, Government Code, as added by this Act,
must have adopted its initial rules in time for the rules to take effect not later than January 1, 2004.

Applicability. Chapter 2263 applies in connection with the management or investment of any state funds
managed or invested:

1. under the Texas Constitution or other law, including Chapter 404, State Treasury Operations of
Comptroller, and Chapter 2256, Public Funds Investment; and
2. by or for:
A. a public retirement system as defined by Section 802.001 that provides service retirement,
disability retirement, or death benefits for officers or employees of the state;
B. aninstitution of higher education as defined by Section 61.003, Education Code; or
C. another entity that is part of state government and that manages or invests state funds or for
which state funds are managed or invested.

Chapter 2263 applies in connection with the management or investment of state funds without regard to
whether the funds are held in the state treasury.

Chapter 2263 does not apply to or in connection with a state governmental entity that does not manage or
invest state funds and for which state funds are managed or invested only by the comptroller.

Definition. With respect to this Chapter 2263, "financial advisor or service provider" includes a person or
business entity who acts as a financial advisor, financial consultant, money or investment manager, or
broker.

Construction With Other Law. To the extent of a conflict between Chapter 2263 and another law, the law
that imposes a stricter ethics or disclosure requirement controls.

Ethics Requirements For Outside Financial Advisors Or Service Providers. The governing body of a state
governmental entity by rule shall adopt standards of conduct applicable to financial advisors or service
providers who are not employees of the state governmental entity, who provide financial services to the
state governmental entity or advise the state governmental entity or a member of the governing body of
the state governmental entity in connection with the management or investment of state funds, and who:

1. may reasonably be expected to receive, directly or indirectly, more than $10,000 in compensation
from the entity during a fiscal year; or

2. render important investment or funds management advice to the entity or a member of the
governing body of the entity, as determined by the governing body.

A contract under which a financial advisor or service provider renders financial services or advice to a
state governmental entity or other person as described immediately above, in regard to compensation or
duties, is voidable by the state governmental entity if the financial advisor or service provider violates a
standard of conduct adopted under this section.

In addition to the disclosures required by Chapter 2263 and described below, the Department will rely
upon financial advisors and service providers’ submission of an Acknowledgement of Receipt of
Investment Policy and Certificate of Compliance with the Public Funds Investment Act forms to evidence
compliance with the Department’s code of conduct and procedures as related to investments.
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Disclosure Requirements For Outside Financial Advisor Or Service Provider. A financial advisor or
service provider described by Section 2263.004 shall disclose in writing to the administrative head of the
applicable state governmental entity and to the state auditor:

1. any relationship the financial advisor or service provider has with any party to a transaction with
the state governmental entity, other than a relationship necessary to the investment or funds
management services that the financial advisor or service provider performs for the state
governmental entity, if a reasonable person could expect the relationship to diminish the financial
advisor's or service provider's independence of judgment in the performance of the person's
responsibilities to the state governmental entity; and

2. all direct or indirect pecuniary interests the financial advisor or service provider has in any party
to a transaction with the state governmental entity, if the transaction is connected with any
financial advice or service the financial advisor or service provider provides to the state
governmental entity or to a member of the governing body in connection with the management or
investment of state funds.

The financial advisor or service provider shall disclose a relationship described by the immediately
preceding subsections (1) or (2) without regard to whether the relationship is a direct, indirect, personal,
private, commercial, or business relationship.

A financial advisor or service provider described by Section 2263.004 shall file annually a statement with
the administrative head of the applicable state governmental entity and with the state auditor. The
statement must disclose each relationship and pecuniary interest described by Subsection (a) or, if no
relationship or pecuniary interest described by that subsection existed during the disclosure period, the
statement must affirmatively state that fact.

The annual statement must be filed not later than April 15 on a form prescribed by the governmental
entity, other than the state auditor, receiving the form. The statement must cover the reporting period of
the previous calendar year. The state auditor shall develop and recommend a uniform form that other
governmental entities receiving the form may prescribe. The Department’s disclosure form is provided as
Attachment “D”.

The financial advisor or service provider shall promptly file a new or amended statement with the
administrative head of the applicable state governmental entity and with the state auditor whenever there
is new information to report related to the immediately preceding subsections (1) or (2).

Public Information. Chapter 552, Government Code, controls the extent to which information contained
in a statement filed under this chapter is subject to required public disclosure or is excepted from required
public disclosure.

Anti-Boycott Verification. Financial advisors and service providers are required to comply with the
requirements of Chapter 2270 of the Texas Government Code. Compliance includes a representation by
each financial advisor or service provider that their firm (including any wholly owned subsidiary,
majority-owned subsidiary, parent company, or affiliate) (i) does not boycott Israel and (ii) will not
boycott Israel during the term for which they provide services to the Department.

Iran, Sudan and Foreign Terrorist Organizations. Financial advisors and service providers are required to
comply with the requirements of Chapter 2252 of the Texas Government Code. Compliance includes a
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representation by each financial advisor or service provider that their firm (including any wholly owned
subsidiary, majority-owned subsidiary, parent company, or affiliate) is not an entity listed by the Texas
Comptroller of Public Accounts under Sections 2252.153 or 2270.0201 of the Texas Government Code.

Exemption from Disclosure of Interested Parties. Financial advisors and service providers are required to
comply with the requirements of Chapter 2252 of the Texas Government Code. Financial advisors and
service providers that make a representation that their firm (including any wholly owned subsidiary,
majority-owned subsidiary, parent company, or affiliate) is a publicly traded business entity are exempt
from Section 2252.908 of the Texas Government Code.

X. AUTHORIZED AND SUITABLE INVESTMENTS

Trust Indenture Funds for which the Department has control of the investment decisions, all of which are
held by Treasury Safekeeping for the benefit of bondholders, will be subject to the authorized investments
set-forth in the applicable Indenture of Trust and any applicable supplemental indenture(s).

General, Special Revenue and Trust and Agency Funds, all of which are on deposit with the State
Treasury (specifically excluding Enterprise Funds), are invested by the Treasury pursuant to Texas
Government Code, Section 404.024 and Article 5221(f), Subsection 13A(d) as amended relating to
Manufactured Housing.

Enterprise Fund

1. Subject to a resolution authorizing issuance of its bonds, the Department is empowered by Texas
Government Code, Section 2306.173 to invest its money in bonds, obligations or other securities:
or place its money in demand or time deposits, whether or not evidenced by certificates of
deposit. A guaranteed investment contract is an authorized investment for bond proceeds. All
bond proceeds and revenues subject to the pledge of an Indenture shall be invested in accordance
with the applicable law and the provisions of the applicable indenture including “Investment
Securities” as listed in such Indenture and so defined.

2. All other enterprise funds shall be invested pursuant to state law. The following are permitted
investments for those funds pursuant to the Act:

A. Obligations of, or guaranteed by governmental entities:

e Obligations of the United States or its agencies and instrumentalities.

o Direct obligations of this state or its agencies and instrumentalities.

e Collateralized mortgage obligations directly issued by a federal agency or instrumentality
of the United States, that have a market value of not less than the principal amount of the
certificates and which has a maturity that does not exceed 10 years.

e Other obligations the principal and interest of which are unconditionally guaranteed or
insured by, or backed by the full faith and credit of this state or the United States or their
respective agencies and instrumentalities.

e Obligations of states, agencies, counties, cities, and other political subdivisions of any
state rated as to investment quality by a nationally recognized investment rating firm not
less than A or its equivalent.
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B.

C.

A Certificate of Deposit is an authorized investment under this policy if the certificate of
deposit is issued by a depository institution that has its main office or a branch office in this
state and is:

e guaranteed or insured by the Federal Deposit Insurance Department (FDIC) or its
successor;

e secured by obligations that are described in subsection 2A above, including mortgage
backed securities directly issued by a federal agency or instrumentality that have a market
value of not less than the principal amount of the certificates and secured by collateral as
described in Section XII of this policy; and

e secured in any other manner and amount provided by law for deposits of the Department.

In addition to the authority to invest funds in certificates of deposit noted above, an
investment in certificates of deposit made in accordance with the following conditions is an
authorized investment under this policy:

e the funds are invested by an investing entity through a depository institution that has its
main office or a branch office in this state and that is selected by the investing entity;

e the depository institution guaranteed or insured by the Federal Deposit Insurance
Department (FDIC) or its successor as selected by the investing entity arranges for the
deposit of the funds in certificates of deposit in one or more federally insured depository
institutions, wherever located, for the account of the investing entity;

e the full amount of the principal and accrued interest of each of the certificates of deposit
is insured by the United States or an instrumentality of the United States;

e the depository institution guaranteed or insured by the Federal Deposit Insurance
Department (FDIC) or its successor as selected by the investing entity acts as custodian
for the investing entity with respect to the certificates of deposit issued for the account of
the investing entity; and

e at the same time that the funds are deposited and the certificates of deposit are issued for
the account of the investing entity, the depository institution guaranteed or insured by the
Federal Deposit Insurance Department (FDIC) or its successor as selected by the
investing entity receives an amount of deposits from customers of other federally insured
depository institutions, wherever located, that is equal to or greater than the amount of the
funds invested by the investing entity through the depository institution guaranteed or
insured by the Federal Deposit Insurance Department (FDIC) or its successor.

A “repurchase agreement” is a simultaneous agreement to buy, hold for a specified time, and
sell back at a future date, obligations of the United States or its agencies and instrumentalities
at a market value at the time the funds are disbursed of not less than the principal amount of
the funds disbursed. The term includes a direct security repurchase agreement and a reverse
security repurchase agreement. The Department will comply with the Policy Statements and
Recommended Practices for Repurchase Agreements as outlined in Attachment B. A fully
collateralized repurchase agreement is an authorized investment under this policy if the
repurchase agreement:

e has a defined termination date;

e issecured by collateral described in Section XV of this policy;

e requires the securities being purchased by the Department to be pledged to the
Department, held in the Department’s name, and deposited at the time the investment is
made with the Department or with a third party selected and approved by the Department;
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D.

e is placed through a primary government securities dealer, as defined by the Federal
Reserve, or a financial institution doing business in this state; and

e in the case of a reverse repurchase agreement, notwithstanding any other law other than
the Act, the term of any such reverse security repurchase agreement may not exceed 90
days after the date the reverse security repurchase agreement is delivered. In addition,
money received by the Department under the terms of a reverse security repurchase
agreement may be used to acquire additional authorized investments, but the term of the
authorized investments acquired must mature not later than the expiration date stated in
the reverse security repurchase agreement.

Commercial Paper is an authorized investment under this policy if the commercial paper:

e has a stated maturity of 270 days or fewer from the date of its issuance; and

e is rated not less than A-1 or P-1 or an equivalent rating by at least two nationally-
recognized credit rating agencies, or one nationally-recognized credit rating agency and is
fully secured, and by an irrevocable letter of credit issued by a bank organized and
existing under the laws of the United States or any state.

3. The following are not authorized investments pursuant to the Act:

A

Obligations whose payment represents the coupon payments on the outstanding principal
balance of the underlying mortgage-backed security collateral and pays no principal;

Obligations whose payment represents the principal stream of cash flow from the underlying
mortgage-backed security collateral and bears no interest;

Collateralized mortgage obligations that have a stated final maturity date of greater than 10
years; and

Collateralized mortgage obligations the interest rate of which is determined by an index that
adjusts opposite to the changes in a market index.

XI.  DIVERSIFICATION

The Department will diversify its investments by security type and institution. The amount of required
diversification will be determined based upon:

1. The maturity date of the investment — longer maturity dates will require more diversification; and

2. The rating of the underlying investment — lower rated investments will require a greater degree of
diversification.

XIl.  PERFORMANCE STANDARDS

The investment portfolio shall be designed and managed with the objective of preserving principal and
obtaining a rate of return throughout budgetary and economic cycles commensurate with the investment
risk constraints and the cash flow needs. The basis used to determine whether market yields are being
achieved shall be the three-month U.S. Treasury bill.

XIl. EFFECT OF LOSS OF REQUIRED RATING
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An investment that requires a minimum rating under this subchapter does not qualify as an authorized
investment during the period the investment does not meet or exceed the minimum rating. The
Department shall take all prudent measures that are consistent with its investment policy to liquidate an
investment that does not meet or exceed the minimum rating. Still further, the Investment Officer is
required to review monthly all investments subject to this policy to ensure that there have been no rating
changes which would render such investment in violation of this policy.

XIV. MAXIMUM MATURITIES

To the extent possible, the Department will attempt to match its investments with anticipated cash flow
requirements. Unless matched to a specific cash flow, the Department will not directly invest in securities
maturing more than five years from the date of purchase. The Department will periodically determine
what the appropriate average weighted maturity of the portfolio should be based on anticipated cash flow
requirements.

General funds dedicated to the support of single family programs may be invested in securities exceeding
five years if the maturities of such investments are made to coincide as nearly as practicable with the
expected use of funds.

In addition, funds may be invested in any investments that are being sold from a bond indenture or are the
result of the operation of the Department’s single family program so long as:

1. such investment furthers the goals of that program;
2. the Investment Officer receives Board approval prior to undertaking such investment.

XV. COLLATERALIZATION

Collateralization will be required on certificates of deposit, repurchase and reverse repurchase
agreements, and savings and demand deposits if not insured by FDIC. In order to anticipate market
changes and provide a level of security for all funds, the collateralization level should be at least 101% of
the market value of principal and accrued interest for repurchase and reverse repurchase agreements.
Collateralization of 100% will be required for overnight repurchase agreements and bank deposits in
excess of FDIC insurance.

The following obligations may be used as collateral under this policy:

1. obligations of the United States or its agencies and instrumentalities;
2. direct obligations of this state or its agencies and instrumentalities;

3. collateralized mortgage obligations directly issued by a federal agency or instrumentality of the
United States, the underlying security for which is guaranteed by an agency or instrumentality of
the United States;

4. other obligations, the principal and interest of which are unconditionally guaranteed or insured by
or backed by the full faith and credit of this state or the United States or their respective agencies
and instrumentalities; and

5. obligations of states, agencies, counties, cities, and other political subdivisions of any state rated
as to investment quality by a nationally-recognized investment rating firm not less than A or its
equivalent.
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Collateral will always be held by an independent third party with whom the Department has a current
custodial agreement. A clearly marked evidence of ownership or a safekeeping receipt must be supplied
to the Department and retained. The right of collateral substitution is granted subject to prior approval by
the Investment Officer.

XVI. SAFEKEEPING AND CUSTODY

All security transactions, including collateral for repurchase agreements, entered into by the Department
will be executed by Delivery vs. Payment (DVP). This ensures that securities are deposited in the eligible
financial institution prior to the release of funds. Securities will be held by a third-party custodian as
evidenced by safekeeping receipts.

XVII. INTERNAL CONTROL

The Investment Officer is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the entity are protected from loss, theft or misuse. The internal
control structure shall be designed to provide reasonable assurance that these objectives are met. The
concept of reasonable assurance recognizes that:

1. the cost of a control should not exceed the benefits likely to be derived; and

2. the valuation of costs and benefits requires estimates and judgments by management.

Once every two years, the Department, in conjunction with its annual financial audit, shall have
external/internal auditors perform a compliance audit of management controls on investments and
adherence to the Department’s established investment policies. The internal controls shall address the
following points:

1. Control of collusion. Collusion is a situation where two or more employees are working in
conjunction to defraud their employer.

2. Separation of transaction authority from accounting and record keeping. By separating the person
who authorizes or performs the transaction from the person who records or otherwise accounts for
the transaction, a separation of duties is achieved.

3. Custodial safekeeping. Securities purchased from any bank or dealer including appropriate
collateral as defined by state law shall be placed with an independent third party for custodial
safekeeping.

4. Avoidance of physical delivery securities. Book entry securities are much easier to transfer and
account for since actual delivery of a document never takes place. Delivered securities must be
properly safeguarded against loss or destruction. The potential for fraud and loss increases with
physically delivered securities.

5. Clear delegation of authority to subordinate staff members. Subordinate staff members must have
a clear understanding of their authority and responsibilities to avoid improper actions. Clear
delegation of authority also preserves the internal control structure that is contingent on the
various staff positions and their respective responsibilities.

6. Written confirmation or telephone transactions for investments and wire transfers. Due to the
potential for error and improprieties arising from telephone transactions, all telephone
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transactions must be supported by written communications and approved by the appropriate
person, as defined by investment internal control procedures. Written communications may be
via fax if on letterhead and the safekeeping institution has a list of authorized signatures.

7. Development of a wire transfer agreement with the lead bank or third party custodian. This
agreement should outline the various controls, security provisions, and delineate responsibilities
of each party making and receiving wire transfers.

The Department’s external/internal auditors shall report the results of the audit performed under this
section to the Office of the State Auditor not later than January 1 of each even-numbered year. The
Office of the State Auditor compiles the results of reports received under this subsection and reports those
results to the legislative audit committee once every two years.

XVIII.REPORTING

1. Methods. Not less than quarterly, the Investment Officer shall prepare and submit to the
Executive Director and the Board of the Department a written report of investment transactions
for all funds covered by this policy for the preceding reporting period; including a summary that
provides a clear picture of the status of the current investment portfolio and transactions made
over the previous reporting period. This report will be prepared in a manner which will allow the
Department and the Board to ascertain whether investment activities during the reporting period
have conformed to the investment policy. While not required under the Act, this report will
provide information regarding investments held under bond trust indentures as well as
investments covered under the Act. The report must:

A. describe in detail the investment position of the Department on the date of the report;
B. be prepared jointly by each Investment Officer of the Department;

C. be signed by each Investment Officer of the Department;
D

. contain a summary statement, prepared in compliance with generally accepted accounting
principles for each fund that states the:

e Dbook value and market value of each separately invested asset at the beginning and
end of the reporting period; and
e fully accrued interest for the reporting period;

state the maturity date of each separately invested asset that has a maturity date;
state the fund in the Department for which each individual investment was acquired; and

G. state the compliance of the investment portfolio of the Department as it relates to the
investment strategy expressed in the Department’s investment policy and relevant
provisions of the policy.

The reports prepared by the Investment Officer under this policy shall be formally reviewed at
least annually by an independent auditor, and the result of the review shall be reported to the
Board by that auditor.

2. Performance Standards. The investment portfolio will be managed in accordance with the
parameters specified within this policy. The portfolio should obtain a market average rate of
return during a market/economic environment of stable interest rates. Portfolio performance will
be compared to appropriate benchmarks on a regular basis.
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3. Marking to Market. A statement of the market value of the portfolio shall be issued at least
quarterly. The Investment Officer will obtain market values from recognized published sources
or from other qualified professionals as necessary. This will ensure that a review has been
performed on the investment portfolio in terms of value and subsequent price volatility.

XIX. AUTHORIZED LIST OF BROKER/DEALERS AND FINANCIAL
INSTITUTIONS

| Not less than annually, the Investment Officer shall prepare and submit to the Executive Director
and the Board of the Department a written report outlining the list of authorized broker/dealers
and financial institutions maintained by the State Comptroller. The current list is provided in
Attachment E.

XX. INVESTMENT POLICY ADOPTION
The Department’s investment policy shall be adopted by resolution of the Board.

1. Exemptions. Any investment currently held that does not meet the guidelines of this policy shall
be exempted from the requirements of this policy. At maturity or liquidation, such monies shall
be reinvested only as provided by this policy.

2. Amendment. The policy shall be reviewed at least annually by the Board and any amendments
made thereto must be approved by the Board. The Board shall adopt by written resolution a
statement that it has reviewed the investment policies and strategies.

XXI. ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY

A written copy of the investment policy shall be presented to any person offering to engage in an
investment transaction related to Department funds. The qualified representative of the business
organization shall execute a written instrument in a form acceptable to the Department and the business
organization, substantially to the effect that the offering business organization has:

1. received and reviewed the investment policy of the Department; and

2. acknowledged that the business organization has implemented reasonable procedures and controls
in an effort to preclude investment transactions conducted between the Department and the
business organization that are not authorized by the Department’s investment policy, except to the
extent that this authorization is dependent on an analysis of the makeup of the Department’s
entire portfolio or requires an interpretation of subjective investment standards.

The Investment Officer of the Department may not buy any securities from a person who has not
delivered to the Department an instrument complying with this investment policy. (See sample
documents in Attachment “C”.)

XXII. TRAINING

Each member of the Department’s Board and the Investment Officer who are in office on September 1,
1996 or who assume such duties after September 1, 1996, shall attend at least one training session relating
to the person’s responsibilities under this chapter within six months after taking office or assuming duties.
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Training under this section is provided by the Texas Higher Education Coordinating Board and must
include education in investment controls, security risks, strategy risks, market risks, diversification of
investment portfolio, and compliance with this policy. The Investment Officer shall attend a training
session not less than once in a two-year period and may receive training from any independent source
approved by the Department’s Board. The Investment Officer shall prepare a report on the training and
deliver the report to the Board not later than the 180th day after the last day of each regular session of the
legislature.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment A

STRATEGY

SECTION 1

All of the Department’s funds as listed below are program / operational in nature, excluding the bond
funds which are listed separately in Section 2 below. The following funds are held in the State Treasury
and the Department earns interest on those balances at the then applicable rate.

General Fund

Trust Funds

Agency Funds

Proprietary Funds (excluding Revenue Bond Funds)

SECTION 2

| The Department’s Revenue Bond Funds, including bond proceeds, are invested in various investments as
stipulated by the controlling bond indenture. Certain investments, controlled by indentures prior to the
latest revised Public Funds Investment Act, are properly grandfathered from its provisions. Typical
investments include: guaranteed investment contracts; agency mortgage-backed securities resulting from
the program’s loan origination; in some cases, long-term Treasury notes; and bonds used as reserves with
maturities that coincide with certain long-term bond maturities.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment B

POLICY STATEMENTS AND RECOMMENDED PRACTICE

Repurchase Agreements

Repurchase agreements (“repos”) are the sale by a bank or dealer of government securities with the
simultaneous agreement to repurchase the securities on a later date. Repos are commonly used by
public entities to secure money market rates of interest.

The Department affirms that repurchase agreements are an integral part of its investment program.

The Department and its designated Investment Officer should exercise special caution in selecting
parties with whom they will conduct repurchase transactions, and be able to identify the parties acting
as principals to the transaction.

Proper collateralization practices are necessary to protect the public funds invested in repurchase
agreements. Risk is significantly reduced by delivery of underlying securities through physical
delivery or safekeeping with the purchaser’s custodian. Over-collateralization, commonly called
haircut, or marking-to-market practices should be mandatory procedures.

To protect public funds the Department should work with securities dealers, banks, and their
respective associations to promote improved repurchase agreement procedures through master
repurchase agreements that protect purchasers’ interests, universal standards for delivery procedures,
and written risk disclosures.

Master repurchase agreements should generally be used subject to appropriate legal and technical
review. If the prototype agreement developed by the Public Securities Association is used,
appropriate supplemental provisions regarding delivery, substitution, margin maintenance, margin
amounts, seller representations and governing law should be included.

Despite contractual agreements to the contrary, receivers, bankruptcy courts and federal agencies
have interfered with the liquidation of repurchase agreement collateral. Therefore, the Department
should encourage Congress to eliminate statutory and regulatory obstacles to perfected security
interests and liquidation of repurchase collateral in the event of default.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment C

ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY

1. | am a qualified representative of (the
“Business Organization”).

2. The Business Organization proposes to engage in an investment transaction (the “Investments™) with
the Texas Department of Housing and Community Affairs (the “Department”).

3. lacknowledge that | have received and reviewed the Department’s investment policy.

4. | acknowledge that the Business Organization has implemented reasonable procedures and controls in
an effort to preclude investment transactions conducted between the business organization and the
Department that are not authorized by the Department’s investment policy.

5. The Business Organization makes no representation regarding authorization of the Investments to the

extent such authorization is dependent on an analysis of the Department’s entire portfolio and which
requires an interpretation of subjective investment standards.

Dated this day of ,

Name:

Title:

Business Organization:
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment D

Annual Disclosure Statement for Financial Advisors and Service Providers
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Figure 1
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

ANNUAL DISCLOSURE STATEMENT FOR FINANCIAL ADVISORS AND SERVICE PROVIDERS
DUE NO LATER THAN APRIL 15

INSTRUCTIONS:

1) THE REPORTING PERIOD COVERED BY THIS STATEMENT CONSISTS OF THE PRECEDING
CALENDAR YEAR.

2) A NEW OR AMENDED STATEMENT MUST BE PROMPTLY FILED WITH THE PARTIES LISTED IN STEP
4 WHENEVER THERE IS NEW INFORMATION TO REPORT UNDER TEXAS GOVERNMENT CODE,
SECTION 2263.005(a).

3) THIS STATEMENT MUST BE SUBMITTED EVEN IF YOU ANSWER “NO” TO QUESTIONS 1 AND 2 IN
PART 2.

4) SUBMIT A COPY OF THIS STATEMENT TO THE FOLLOWING (FOR EACH GOVERNMENTAL ENTITY
TO WHICH YOU PROVIDE SERVICES):

a. ADMINISTRATIVE HEAD OF THE STATE GOVERNMENTAL ENTITY
b. THE STATE AUDITOR (mail to P.O. Box 12067, Austin, TX, 78711-2067)

5) PROMPT FILING REQUIRES A POSTMARK DATE NO LATER THAN APRIL 15 IF THE COMPLETED

FORM IS RECEIVED AT THE CORRECT ADDRESS.

PART 1: GENERAL INFORMATION
FILING TYPE (Check one) ANNUAL DISCLOSURE FOR YEAR ENDING DECEMBER 31, 20____
UPDATED DISCLOSURE

NAME OF INDIVIDUAL JOB TITLE

TYPE OF SERVICE
NAME OF BUSINESS ENTITY PROVIDED
ADDRESS
CITY STATE ZIP PHONE

NAME OF STATE GOVERNMENTAL ENTITY AND/OR GOVERNING
BOARD MEMBER TO WHICH YOU ARE PROVIDING SERVICES

PART 2: DISCLOSURES

DEFINITION: (Texas Government Code, Section 2263.002)

Financial advisor or service provider includes a person or business entity who acts as a financial advisor, financial
consultant, money or investment manager, or broker.

DISCLOSURE REQUIREMENTS FOR OUTSIDE FINANCIAL ADVISOR OR SERVICE PROVIDER (Texas
Government Code, Section 2263.005)

Financial advisors and service providers (see definition) must disclose information regarding certain relationships
with, and direct or indirect pecuniary interests in, any party to a transaction with the state governmental entity, without
regard to whether the relationships are direct, indirect, personal, private, commercial, or business relationships.

1) Do you or does your business entity have any relationship with any party to a transaction with the state
governmental entity (other than a relationship necessary to the investment or funds management services that
you or your business entity performs for the state governmental entity) for which a reasonable person could
expect the relationship to diminish your or your business entity’s independence of judgment in the performance
of your responsibilities to the state entity?

Yes No

If yes, please explain in detail. (Attach additional sheets as needed.)
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Signature Date

2) Do you or does your business entity have any direct or indirect pecuniary interests in any party to a
transaction with the state governmental entity if the transaction is connected with any financial advice or service
that you or your business entity provides to the state governmental entity or to a member of the governing body
in connection with the management or investment of state funds?

Yes No
If yes, please explain in detail. (Attach additional sheets as needed.)

PART 3: SIGNATURE AND DATE

| hereby attest that all information provided above is complete and accurate. | acknowledge my or my firm’s
responsibility to submit promptly a new or amended disclosure statement to the parties listed in step 4 of the
instructions if any of the above information changes.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment E

24
Texas Department of Housing and Community Affairs
| Investment Policy (04.27-1726.18)



TEXAS@TRUST

TEKAS TREASURY S AFEREEAING TRUST COMPANY

COMPTROLLER GLENMN HEGAR, CHAIHMAN

COMPTROLLER OF PUBLIC ACCOUNTS

Eroker Dealer List
September, 2017

Ambherst Pierpont Securities LLC
Bank of 0klahoma Financial Corp.*
Barclay's Capital Inc.

BEE&T Capital Markets®

Blaylock Van LLC

EMO Capital Markets Corp.

BMP Paribas Securities Corp.

ENY Mellon Capital Markets, LLC
BOK Financial Services*

Cantor Fitzzerald & Co.

Capital Institutional Services, Inc.,
Citigroup Global Markets Inc.
Credit Agricole Securities (USA)*
Credit Suisse (USA), LLC

Draiwa Capital Markets America Inc,
Drexel Hamilton LLC

FTH Financial Securities Corp.
Goldman Sachs & Co.

Hilltop Securities Inc,

HSBC Securities [USA], Inc.

Hunt Financial Securities LLC*
Incapital LLC

Jefferies, LLC

J.F. Morgan Securities LLC

KCG Americas LLC

Lloyd's Securities Inc,

Loop Capital Markets, Inc.

Merrill Lynch Pierce Fenner & Smith

*Added 2017

Mesirow Financial Inc.

Mischler Financial Group, Inc,
Mitsubishi UF] Securities [USA)
Mizuho Securities USA Inc,
Morgan Stanley Smith Barney LLC
Multi-Bank Securities, Inc.
Mational Alliance Capital Markets
MNomura Securities International Inc.
Oppenheimer & Co. Inc.®

Piper [affray & Co.

FRamirez & Company

Raymond James & Associates Inc,
RBC Capital Markets, LLC

RES Securities Inc.

Rice Securities, LLC

Robert W. Baird & Co., Inc.

Scotia Capital (USA) Inc.

5.G. Americas Securities LLC
Signature Securities Group Corp.
Stifel. Nicolaus & Company Inc.
SunTrust Robinson Humphrey Inc,
T.D. Securities (USA] LLC

UBS Securities LLC

Vining Sparks IGE, LP

Wells Fargo Securities, LLC
Williams Capital Group, LP

ZB, NA, Investment Division
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TEMS@TRU A

Tekas Treasue?r SarcererinG TeusT COMPANY
CUOPMPIECYLLER GiLENRKM HELiAR, CHALDRMAM

COMPTROLLER OF PUBLIC ACCOUNTS

Broker Dealer List
Aupust, Z016

Amherst Pierpoint Securities LLC
Barclay's Capital Inc.

Blaylock Beal Van LLC

BMO Capital Markets Corp.

BMF Paribas Securities Corp.
BNY Mellon Capital Markets, LLC
BOSC, Inc.

Cantor Fitzgerald & Co.

Capital Institutional Services, Inc.
Citigroup Global Markets Inc.
Coastal Securities Inc.

Credit Suisse (U5A], LLC

DA Davidson & Co.

Daiwa Capital Markeks America, Inc.

Mesirow Financial Inc.

MFR Securities, Inc.

Mischler Financial Group, Inc.
Mitsubishi UF] Securities [USA)
Mizuho Securities USA Inc.
Morgan Stanley Smith Barney LLC
Multi-Bank Securities, Inc.*
Mational Alliance Capital Markets
Momura Securities International Inc.
Fiper Jaffray & Co.

Raymond [ames & Associates [nc,
REC Capital Markets, LLC

RES Securities Inc.

Rice Securities, LLC

Deutsche Bank Sacurities, Inc.
Drexel Hamilton LLC

The Fig Group, LLC [H])

Frost Bank Capital Markets

FTHN Financial Securities Corp.
Goldman Sachs & Coo

Hilltop Securities Inc.*

H5BC Securnities [U5A]), Inc.
Incapital LLC*

Jefferies, LLC

|.P. Morgan Securities LLC

ECG Americas LLC

Ladenburg Thalmann & Co, Inc.*
Lioyd’s Sacurities [nc.

Loop Capital Markets, Inc.

Merrill Lynch Pierce Fenner & Smith

[H]}--Historically Underutilized Business

*Added 2016
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Bobert W. Baird & Co., Inc.

Samuel A Ramirez & Company (H])
Srcotia Capital [FSA) Inc.

5.G. Americas Securities LLC
Signature Securities Group Corp.
Stifel, Nicholaus & Company [nc.
SunTrust Robinson Humphrey Inc.
T.D. Securities [US4]) LLC

BS Securities LLC

DMBFEI (United Missouri Bank])
Vining Sparks IGE, LP

Wells Fargo Securities, LLC
Williams Capital Group, LF

ZE, NA, Investment Division
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BOARD ACTION REQUEST
BOND FINANCE DIVISION

APRIL 26, 2018

Presentation, discussion, and possible action on Resolution No. 18-019 regarding the annual
approval of the Department’s Interest Rate Swap Policy

RECOMMENDED ACTION

See attached Resolution.

BACKGROUND

The Department adopted an Interest Rate Swap Policy (the “Swap Policy”) on September 9, 2004,
to establish guidelines for the use and management of interest rate management agreements,
including but not limited to, interest rate swaps, caps, collars, and floors acquired in connection with
the issuance of debt obligations. The Swap Policy is reviewed and approved annually. It underwent
substantial changes in 2009 and has had minor edits since.

The prior Swap Policy has been amended to include statutory requirements related to Tex. Gov’t
Code, Chapter 2270 (Anti-Boycott Verification with respect to Israel) and Chapter 2252 (Iran, Sudan
and Foreign Terrorist Organizations and Exemption from Disclosure of Interested Parties), and
other minor changes. Staff, in conjunction with the Department’s Swap Advisor and Bond Counsel,
has reviewed the proposed Swap Policy and recommends approval and adoption of Resolution 18-
019.

The proposed Swap Policy, blacklined against the prior policy, is attached for your reference.
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RESOLUTION NO. 18-019

RESOLUTION OF THE GOVERNING BOARD APPROVING THE TEXAS
DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS INTEREST RATE SWAP
POLICY

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

WHEREAS, the Governing Board of the Department (the “Governing Board”) desires to approve the
Department’s Interest Rate Swap Policy in the form presented to the Governing Board,;

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

ARTICLE 1
APPROVAL OF DOCUMENTS AND CERTAIN ACTIONS

Section 1.1 Approval of the Department’s Interest Rate Swap Policy. The Interest Rate Swap
Policy in the form presented to the Governing Board is hereby authorized and approved.

Section 1.2 ISDA Dodd-Frank Protocols. Each Authorized Representative is hereby severally
authorized to take such actions as are necessary or desirable to enable the Board to adhere to any protocols
promulgated by the International Swaps and Derivatives Association, Inc. (“ISDA”) in connection with the
Dodd-Frank Wall Street Reform and Consumer Protection Act, which adherence may (i) include the use of
documents intended to address the subject matter of any such protocol but not using forms promulgated by
ISDA, and (ii) be with respect to such counterparties as an Authorized Representative determines in his
judgment are appropriate.

Section 1.3 Authorized Representatives. The following persons and each of them are hereby
named as authorized representatives of the Department for purposes of executing, attesting, affixing the
Department’s seal to, and delivering the documents and instruments and taking the other actions referred to in
this Article 1: the Chair or Vice Chair of the Governing Board, the Executive Director of the Department, the
Deputy Executive Directors of the Department, the Chief Financial Officer of the Department, the Chief
Investment Officer of the Department, the Director of Texas Homeownership of the Department, the Director
of Multifamily Finance of the Department, and the Secretary or any Assistant Secretary to the Governing
Board. Such persons are referred to herein collectively as the “Authorized Representatives.” Any one of the
Authorized Representatives is authorized to act individually as set forth in this Resolution.

ARTICLE 2
GENERAL PROVISIONS

Section 2.1 Notice of Meeting. This Resolution was considered and adopted at a meeting of the
Governing Board that was noticed, convened, and conducted in full compliance with the Texas Open Meetings
Act, Chapter 551 of the Texas Government Code, and with §2306.032 of the Texas Government Code,
regarding meetings of the Governing Board.

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

[EXECUTION PAGE FOLLOWS]



PASSED AND APPROVED this 26th day of April, 2018.

Chair, Governing Board

ATTEST:

Secretary to the Governing Board

(SEAL)

S-1
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
INTEREST RATE SWAP POLICY

The Texas Department of Housing and Community Affairs (the “Department”) has been duly
created and organized pursuant to and in accordance with the provisions of Chapter 2306, Texas
Government Code (the “Act”), as amended from time to time, for the purpose of providing a means
of financing the costs of residential ownership, development and rehabilitation that will provide
decent, safe and sanitary housing for individuals and families of low and very low income and
families of moderate income (as described in the Act as determined by the Governing Board of the
Department (the “Governing Board”) from time to time) at prices they can afford.

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

l. Introduction

The purpose of this Interest Rate Swap Policy (“Policy”) of the Texas Department of Housing and
Community Affairs (the “Department”) is to establish guidelines for the use and management of all
interest rate management agreements, including, but not limited to, interest rate swaps, swaptions,
caps, collars and floors (collectively “Swaps” or “Agreements”) incurred in connection with the
issuance of debt obligations. This Policy sets forth the manner of execution of Swaps and provides
for security and payment provisions, risk considerations, and certain other relevant provisions.

Il.  Authority

The Department is authorized by Sections 1371.056 and 2306.351 of the Texas Government Code
to enter into Swaps from time to time to better manage assets and liabilities and take advantage of
market conditions to lower overall costs and reduce interest rate risk.

This Policy shall govern the Department’s use and management of all Swaps. While adherence to
this Policy is required in applicable circumstances, the Department recognizes that changes in the
capital markets, agency programs, and other unforeseen circumstances may from time to time
produce situations that are not covered by this Policy and will require modifications or exceptions
approved or authorized by the Governing Board to achieve policy goals.

The Chief Financial Officer and the Birectorof BendFinaneeChief Investment Officer are the
designated administrators of the Department’s Policy. The Bond Finance Division shall have the
day-to-day responsibility for structuring, implementing, and managing Swaps, which includes, with
the approval of the Executive Director, the execution of the Department’s right to optional par
termination of Swaps to avoid being overswapped (having a higher notional amount of swap
outstanding than par amount of related bonds), for economic benefit to the Department, or to
achieve other goals of the Department.
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The Department shall be authorized to enter into Swaps only with qualified Swap counterparties as
defined herein. The Birector-ef Bond-FinaneeChief Investment Officer, in consultation with the
Chief Financial Officer, or a Department designee, shall have the authority to recommend
counterparties, so long as the criteria set forth in this Policy are met.

The Chief Financial Officer and the Birector-of Bond-FinanceChief Investment Officer shall review
this Policy on an annual basis and recommend any necessary changes to the Governing Board.

I1l.  Purpose

The incurring of obligations by the Department involves a variety of interest rate payments and
other risks for which a variety of financial instruments are available to offset, hedge, or reduce. Itis
the policy of the Department to utilize Swaps to better manage its assets and liabilities. The
Department may execute Swaps if the transaction can be expected to result in one of, but not limited
to, the following:

e Reduce exposure to changes in interest rates on a particular financial transaction or in the
context of the management of interest rate risk derived from the Department’s overall
asset/liability balance.

e Result in a lower net cost of borrowing with respect to the Department’s debt, a higher
return on assets, and/or a stronger balance sheet.

o Manage variable interest rate exposure consistent with prudent debt practices.

o Achieve flexibility in meeting overall financial and programmatic objectives that cannot be
achieved in conventional markets.

e Lock in fixed rates in current markets for use at a later date.

e Manage the Department’s exposure to the risk of changes in the legal or regulatory
treatment of tax-exempt bonds.

e Manage the Department’s credit exposure to financial institutions.

The Department will not use Agreements that:

o Are purely speculative or incorporate extraordinary leverage;

o Lack adequate liquidity to terminate without incurring a significant bid/ask spread;

o Are characterized by insufficient pricing transparency and therefore make reasonable
valuation difficult.

IV. Evaluation of Risks Associated with Swaps
Before entering into a Swap, the Department shall evaluate the risks inherent in the transaction.
The risks to be evaluated will include basis risk, tax risk, counterparty risk, credit risk, termination
risk, rollover risk, liquidity risk, remarketing risk, amortization mismatch risk, mortgage yield risk,

non-origination risk, and PAC band risk. The following table outlines these various risks and the
Department’s evaluation methodology for those risks.

THIS SPACE INTENTIONALLY BLANK
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Risk

Description

Evaluation Methodology

Basis Risk

The mismatch between actual
variable rate debt service and
variable rate indices wused to
determine Swap payments.

The Department will review
historical trading  differentials
between the variable rate bonds
and the index.

Tax Risk

The risk created by potential tax
events that could affect Swap
payments or their relationship to
future bond payments.

The Department will review the
tax events in proposed Swap
agreements. The Department will
evaluate the impact of potential
changes in tax law on LIBOR
indexed Swaps.

Counterparty Risk

The failure of the counterparty to
make required payments or the
occurrence of an event modifying

The Department will monitor
exposure levels, ratings thresholds,
and collateralization requirements.

the credit rating of the
counterparty.

Termination Risk The need to terminate the | The Department will compute its
transaction in a market that | termination exposure for all

dictates a termination payment by
the Department.

existing and proposed Swaps at
market value and under a worst-
case scenario.

Rollover Risk

The mismatch of the maturity of
the Swap and the maturity of the
underlying bonds.

The Department will determine its
capacity to service variable rate
bonds that may be outstanding
after the maturity of the Swap.

Liquidity Risk

The inability to continue or renew
a liquidity facility, and the risk that
the cost of a facility will increase
beyond expectations.

The Department will evaluate the
expected availability of liquidity
support for swapped and unhedged
variable rate debt, if any.

Remarketing Risk

The risk that a remarketing agent

The Department will obtain a

may be unable to remarket | standby bond purchase facility to
VRDB:s. provide the funds necessary to
purchase the VRDB:s.
Amortization  Mismatch | The mismatch of outstanding | The Department may incorporate

Risk

Swap notional amount versus the
outstanding bond principal subject
to the hedge.

one or a combination of the
following features: par termination
options, PAC or lockout bonds.

Mortgage Yield Risk

The bond issue may not comply
with yield restrictions if the Swap
is terminated.

The Department will obtain legal
opinions and or certificates as
appropriate.

Non-origination Risk

The bond proceeds may not
originate within the prescribed
timeframe and require an unused
proceeds call and possible
termination payment.

The Department will evaluate
bond and mortgage market
conditions and quantify the
potential termination payment due

upon non-origination.
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PAC Band Break Risk

The targeted PAC bonds may
amortize faster than anticipated
based on the PAC amortization
schedule.

The Department will rely upon
credit rating agency cashflows to
ensure adequate PAC/companion
bond structural integrity.

Collateral Posting Risk

The risk that the Department may
be required to post liquid collateral
to the Counterparty. Inability to
post such liquid collateral upon
short notice may result in the early
termination of a Swap transaction.

The Department will seek to
structure Swap Agreements so that
the need to post collateral is highly
unlikely. This can  be
accomplished by using high
posting thresholds or low rating
triggers.

Accounting Risk

The risk that the Department may
be required to record changes in
fair value of a derivative
transaction as a gain or loss in its
annual financial statements.

The Department, when feasible,
should aim to structure
Transactions that would expect to
qualify as effective hedges under
GASB 53.

The Department will diversify its exposure to counterparties. To that end, before entering into a
transaction, the Department will determine its exposure to the relevant counterparty or
counterparties and determine how the proposed transaction would affect that exposure. The
exposure will not be measured solely in terms of notional amount, but rather how changes in
interest rates would affect the Department’s exposure (“Maximum Net Termination Exposure”).
For purposes of these limits, “Maximum Net Termination Exposure” shall equal the aggregate
termination payment for all existing and projected Swaps that would be paid by an individual
counterparty. For purposes of this calculation, the aggregate termination payment is equal to the
reasonably expected worse case termination payment of all existing Swaps plus the proposed
transaction.

The Department will base the Maximum Net Termination Exposure on all outstanding derivative
transactions. Limits will be established for each counterparty as well as the relative level of risk
associated with each existing and projected Swap. In order to lessen counterparty risk, the
Department will diversify exposure among multiple counterparties and avoid excessive
concentration to any one counterparty. In situations where the Department may execute a swap
transaction that would result in offsetting counterparty risk with an existing counterparty, the
Department should seek to utilize that counterparty.

The Birector-of Bond-FinaneeChief Investment Officer shall determine the appropriate term for a
Swap on a case-by-case basis. The slope of the Swap curve, the marginal change in Swap rates
from year to year along the Swap curve, and the impact that the term of the Swap has on the overall
exposure of the Department shall be considered in determining the appropriate term of any Swap.
The term of a Swap between the Department and a qualified Swap counterparty shall not extend
beyond the final maturity date of the associated debt, or in the case of a refunding transaction,
beyond the final maturity date of the refunding bonds.

The Department will review the use of forward-starting swaps and determine the duration based on
market condition and the risk associated with using a forward-starting swap. The Department does
not have any swaps with a knock-out option which could expose the Department to higher interest
rates. The Department will advise the Board prior to entering into either a forward-starting swap or
knock-out option.
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The Department will inform the Board if the swap is a fixed notional value swap or a declining
notional value swap. The Birectoref Bond-FinaneeChief Investment Officer will review proposed
swaps to ensure that the use of fixed notional value swaps does not place the Department at risk of
incurring an incrementally higher expense if the related bond principal is paid off early.

The total “net notional amount” of all Swaps related to a bond issue should not exceed the amount
of outstanding bonds, or bonds anticipated to be issued. For purposes of calculating the net notional
amount, credit shall be given to any Swaps that offset another Swap for a specific bond transaction.

V. Long Term Financial Implications
In evaluating a particular transaction involving the use of derivatives, the Department shall review
long-term implications associated with entering into derivatives, including costs of borrowing,
historical interest rate trends, variable rate capacity, credit enhancement capacity, liquidity capacity,
opportunities to refund related debt obligations and other similar considerations.

Impact of Use of Liquidity

The Department shall consider the impact of any variable rate demand bonds issued in combination
with a Swap on the availability and cost of liquidity support for other Department variable rate
programs.

Call Option Value considerations

When considering the relative advantage of a Swap versus fixed rate bonds, the Department will
take into consideration the value of any call option on fixed rate bonds.

Qualified Hedges

The Department understands that, (1) if payments on and receipts from the Agreement are to be
taken into account in computing the yield on the related bonds, the Agreement must meet the
requirements for a “qualified hedge” under federal tax law (sometimes referred to as an “integrated
Swap”); and (2) if one of the goals of entering into the Agreement is to convert variable yield bonds
into fixed yield bonds (sometimes referred to as a “super integrated Swap”), then certain additional
requirements must be met. In both of these situations, the terms of the Agreement and the process
for entering into the Agreement must be reviewed and approved in advance by tax counsel.

VI. Form of Swap Agreements

Each Swap executed by the Department shall contain terms and conditions as set forth in the
International Swap and Derivatives Association, Inc. (“ISDA”) Master Agreement, including any
schedules and confirmations. The Swaps between the Department and each qualified Swap
counterparty shall include payment, term, security, collateral, default, remedy, termination, and
other terms, conditions and provisions as the Birector-ofBeond-FinanceChief Investment Officer
deems necessary, desirable or consistent with industry best practices.
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VII. Qualified Swap Counterparties

The Department will make its best efforts to work with qualified Swap counterparties that (i) have,
or has a credit support counterparty that has, a general credit rating of at least “A2” with respect to
ratings by Moody’s Investors Service or “A” with respect to ratings by Standard and Poor’s Rating
Services or Fitch Ratings.

In addition to the rating criteria specified herein, the Department may seek additional credit
enhancement and safeguards in the form of:

I. Contingent credit support or enhancement;
ii. Collateral consistent with the policies contained herein; and/or
iii. Ratings downgrade triggers.

In addition, the Department will take into consideration a Swap counterparty’s track record of
successfully executing Swap transactions. The Department will only execute Swap transactions
with qualified Swap counterparties.

In addition to credit-related requirements, swap counterparties and other providers of derivative
products must comply with the following requirements to be eligible to enter into a contract with
the Department:

Anti-Boycott Verification. Swap counterparties and other providers of derivative products are
required to comply with the requirements of Chapter 2270 of the Texas Government Code.
Compliance includes a representation by each counterparty or provider that their firm (including
any wholly owned subsidiary, majority-owned subsidiary, parent company, or affiliate) (i) does not
boycott Israel and (ii) will not boycott Israel during the term for which they provide services to the

Department.

Iran, Sudan and Foreign Terrorist Organizations. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter 2252 of the Texas
Government Code. Compliance includes a representation by each counterparty or provider that
their firm (including any wholly owned subsidiary, majority-owned subsidiary, parent company, or
affiliate) is not an entity listed by the Texas Comptroller of Public Accounts under Sections
2252.153 or 2270.0201 of the Texas Government Code.

Exemption from Disclosure of Interested Parties. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter 2252 of the Texas
Government Code. Counterparties or providers that make a representation that their firm (including
any wholly owned subsidiary, majority-owned subsidiary, parent company, or affiliate) is a publicly
traded business entity are exempt from Section 2252.908 of the Texas Government Code.

VIII. Termination Provisions

The Department shall include in all Swaps provisions granting the Department the right to
optionally terminate a Swap at any time at market over the term of the Agreement. The Chief
Finaneial Officerand-Directorof Bond-FinanceChief-tnvestment OfficerChief Investment Officer,
in consultation with the Chief Financial Officer, shall determine if it is financially advantageous for
the Department to terminate a Swap.
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A ratings-based additional termination event shall be included in all of the Department’s Swaps if
the provider (or its credit support provider) fails to maintain either:

1. A credit rating of at least Baa2 from Moody’s; or

2. A credit rating of at least BBB from S&P; or,

3. An equivalent rating determined above by a nationally recognized ratings service
acceptable to both parties.

A termination payment to or from the Department may be required in the event of termination of a
Swap due to a default or a decrease in credit rating of either the Department or the counterparty. If
the cause of the termination is a counterparty downgrade, termination payments will be calculated
on the side of the bid-offer spread that favors the Department. Additionally, the termination amount
of the Swap should seek to compensate the Department, as allowed under the ISDA Agreement, all
other costs for creating a replacement transaction of like terms and conditions.

It is the intent of the Department not to make a termination payment to a counterparty that does not
meet its contractual obligations. Prior to making any such termination payment, the Chief-Finaneial
Officer—and—Director—of Bond—FinanceChief tnvestment—OfficerChief Investment Officer, in
consultation with the Chief Financial Officer, shall evaluate whether it is financially advantageous
for the Department to obtain a replacement counterparty to avoid making such termination payment
or finance the termination payment through a long-term financing product.

For payments on early termination and optional termination, Market Quotation and the Second
Method will apply, allowing for two way mark-to-market breakage (assuming the Swaps are
documented under the 1992 form of the ISDA Master Agreements).
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IX. Security and Source of Repayment

The Department may use the same security and source of repayment (pledged revenues) for Swaps
as is used for the bonds that are hedged or carried by the Swap, if any, but shall consider the
economic costs and benefits of subordinating the Department’s payments and/or termination
payment under the Swap. The use of the same security and source of repayment (pledged revenues)
is subject to the respective bond indenture’s covenants and the prior approval of the Department’s
bond counsel.

X.  Specified Indebtedness

The specified indebtedness related to credit events in any Swap should be narrowly defined and
refer only to indebtedness of the Department that could have a materially adverse effect on the
Department’s ability to perform its obligations under the Swap. Debt should typically only include
obligations within the same lien as the Swap obligation.

XI. Governing Law

Governing law for Swaps will be the State of Texas. Issues relating to jurisdiction, venue, waiver
of jury trial and sovereign immunity will be subject to prevailing law and approval of the Texas
Attorney General Office. Preference will be given to language providing that the counterparty will
consent to jurisdiction in the Texas courts with respect to enforcement of the Agreement.

XIl. Events of Default
Events of default of a Swap counterparty shall include, but are not limited to the counterparty’s:

Failure to make payments when due;

Breach of representations and warranties;

Illegality;

Failure to comply with downgrade provisions; and

Failure to comply with any other provisions of the Agreement after a specified notice
period.

ISAEIE A

XI11. Collateral Requirements

As part of any Swap, the Department may require the counterparty or the counterparty may require
the Department to post collateral or other credit enhancement to secure any or all Swap payment
obligations. As appropriate, the Chief Financial Officer and Birector—ofBendFinanceChief
Investment Officer may require collateral or other credit enhancement to be posted by each Swap
counterparty under the following circumstances:

e Each counterparty to the Department may be required to post collateral if the credit
rating of the counterparty or parent falls below a certain rating threshold, which varies
by counterparty. Additional collateral for further decreases in credit ratings of each
counterparty shall be posted by each counterparty in accordance with the provisions
contained in the credit support annex to each Swap with the Department. At the current
time, collateral posting rating triggers by the counterparties would range from A2/A to
Baal/BBB+.

o Collateral shall consist of cash, U.S. Treasury securities, or other mutually acceptable
highly liquid securities.

Version 04.26.2018 (Presented to TDHCA Board 04.26.2018) Page 9 of 12



o Collateral shall be deposited with an eligible third party custodian, or as mutually agreed
upon between the Department and each counterparty.

e The market value of the collateral shall be determined on at least a weekly basis.

e The Department will determine reasonable threshold limits for increments of collateral
posting based on a sliding scale reflective of credit ratings.

o The Shiot—lonelloiee o Doveclor o Do Toee s ol Dol vl Do e 0 0
Investment Officer, in consultation with the Chief Financial Officer, shall determine on a
case-by-case basis whether a form of credit enhancement in lieu of, or in addition to,
collateral is more beneficial to the Department.

e The Department shall seek to not post collateral to the counterparty unless the
Department’s ratings fall below “A2” or “A”.

XI1V. Other Criteria

The Department may use a competitive or a negotiated process to select a Swap counterparty and
price a Swap as it believes business, market or competitive conditions justify such a process. The
conditions under which a negotiated selection is best used are provided below.

o Marketing of the Swap will require complex explanations about the security for payment
or credit quality.

o Demand is weak among Swap counterparties.

o Market timing is important, such as for refundings.

o Coordination of multiple components of the financing is required.

e The Swap has non-standard features.

e The par amount is large enough to move the market in a manner adverse to the
Department’s interests.

o Counterparties are likely to demand individual changes in bid documents.

If a transaction is awarded through a negotiated process, the counterparty will provide the
Department with:

o A statement that, in the counterparty’s judgment, the difference in basis points between
the rate of the transaction and the mid-market rate for a comparable transaction falls
within the commonly occurring range for comparable transactions.

o A statement of the amount of the difference as determined by the counterparty.

o If the counterparty does not know of a comparable transaction or mid-market rate, a
statement of another suitable measure of pricing acceptable to the counterparty.

The Department will use a swap advisory firm to assist in the price negotiation. Such swap
advisory firm shall act as the “qualified independent representative” (“QIR’) of the Department for
purposes of CFTC Rule 23.450 (b) (1) to advise the Department on swaps, provided that such firm
provide certification to the Department addressing why such firm meets the requirements to act as a
QIR pursuant to CFTC Regulation 23.450(b)(1). Also, the Department may obtain an opinion from
an independent party that the terms and conditions of any derivative entered into reflect a fair
market value of such derivatives as of the execution date.

The counterparty must provide to the Department disclosure of any payments the counterparty made
to another person to procure the transaction.

Prior to or at execution of any new swap transaction, the swap dealer and/or swap advisor, as the
case may be, shall provide information to the Department consistent with the rules and regulations
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in effect at the time. Such rules would include the Business Conduct Standards for Swap Dealers
and Major Swap Participants as published and enacted by the Commodity Futures Trading
Commission. In addition the swap dealer should represent to the Department that it is in
compliance with such rules including pay-to-play restrictions.

The Department will determine that the swap transaction will conform to this Interest Rate Swap
Policy after reviewing a report of the Directer—ofBendFinanceChief Investment Officer that
identifies with respect to the transaction:

e its purpose;

e the anticipated economic benefit and the method used to determine the anticipated
benefit;

e the use of the receipts of the transaction;

the notional amount, amortization, and average life compared to the related

obligation;

any floating indices;

its effective date and duration;

the identity and credit rating of the counterparties;

the cost and anticipated benefit of transaction insurance;

the financial advisors and the legal advisors and their fees;

any security for scheduled and early termination payments;

any associated risks and risk mitigation features; and

early termination provisions.

XV. 0Ongoing Monitoring and Reporting Requirements

Written records noting the status of all Swaps will be maintained by the Bond Finance Division and
shall include the following information:

o Highlights of all material changes to Swaps or new Swaps entered into by the
Department since the last report.

e Market value of each of the Swaps.

e The net impact of a 50 or 100 basis point parallel shift or other relevant shift in the
appropriate Swap index or curve.

o For each counterparty, the total notional amount, the average life of each Swap and the
remaining term of each Swap.

e The credit rating of each Swap counterparty and credit enhancer insuring Swap
payments.

o Actual collateral posting by Swap counterparty, if any, in total by Swap counterparty.

e A summary of each Swap, including but not limited to the type of Swap, the rates paid
by the Department and received by the Department, indices, and other key terms.

o Information concerning any default by a Swap counterparty to the Department, and the
results of the default, including but not limited to the financial impact to the Department,
if any.

e Asummary of any Swaps that were terminated.

The Department will monitor its Swaps exposure on a periodic basis, as necessary, and will look for
ways to reduce the cost of a Swap(s) or the overall Swap exposure.

The Bond Finance Division will monitor the performance of the QIR on an on-going basis.
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The Department shall report its Swaps exposure in its annual financial statements and will reflect
the use of derivatives in accordance with GASB requirements. With the adoption of GASB 53, the
Department will be required to test hedge effectiveness on an annual basis. Any hedge deemed to
be ineffective will result in the change in fair value being recorded as a gain or loss. While the long
term economic value of the transaction should be more important when structuring a derivative, the
Department should seek to structure transactions that are expected to be effective and would not
result in changes in fair value affecting net income. For example, while a transaction structured to
meet the Consistent Critical Terms method of GASB 53 would ensure hedge effectiveness, the
Department should consider the tradeoffs of utilizing a transaction structure that may provide
greater expected economic benefits at the expense of potentially not meeting hedge effectiveness.
The disclosure requirements include:

Objective of the Derivative

Significant Terms

Fair Value

Associated Debt

Risks including but not limited to Credit Risk, Termination Risk, Interest Rate Risk,
Basis Risk, Rollover Risk, Market Access Risk, Foreign Currency Risk.

ISAEE A

With the adoption of GASB 72, the Department will be required to report the fair value of its Swaps
in its annual financial statements, as more fully described in GASB 72. The Department will follow
these guidelines and may engage a third party to assist in the required calculations.

The Chief Financial Officer and the Birectorof Bond-FinanceChief Investment Officer will review
this Policy on an annual basis.
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action to approve a Material Amendment to the Housing Tax Credit
(“HTC”) Land Use Restriction Agreement (“LURA”) for Cricket Hollow Apartments (HTC #04002)

RECOMMENDED ACTION

WHEREAS,
Cricket Hollow Apartments (the “Development”) received a 9% HTC award in 2003 and
additional credits in 2007 to construct 176 multifamily units in Willis, Montgomery County;

WHEREAS, the HTC application for the Development received points and/or other
preferences for agreeing to provide a Right of First Refusal (“ROFR”) to purchase the
Development and for having a Historically Underutilized Business (“HUB”), namely
Hyperion Holdings, Inc., participate in the ownership of the Development;

WHEREAS, the LURA for the Development requires a two-year ROFR period and
requires that throughout the Compliance Period, unless otherwise permitted by the
Department, the HUB shall hold an ownership interest, and must maintain regular,
continuous, and substantial participation in the development and operation of the
Development;

WHEREAS, the Development is within the Compliance Period, as defined in the LURA;

WHEREAS, in Spring 2015 the Texas Legislature amended Tex. Gov’t Code §23006.6725
and §23006.6726 to allow, among other things, for a 180-day ROFR period and to permit a
Qualified Entity to purchase a property under ROFR, and defined a Qualified Entity to
mean an entity described by, or an entity controlled by an entity described by, §42(1)(7)(A),
Internal Revenue Code of 1986;

WHEREAS, removal of a HUB requirement from the LURA is a non-material amendment
under 10 TAC §10.405(b)(1), and amendment to the ROFR period in the LURA is a material
change requiring Board approval under 10 TAC §10.405(b)(2);

WHEREAS, the Owner has complied with the procedural amendment requirements in 10

TAC §10.405(b) to place this request before the Board, including holding a public hearing at
which no negative public comment was received;

NOW, therefore, it is hereby
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RESOLVED, that the material LURA amendment for Cricket Hollow Apartments 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

The Development was approved in 2004 for a 9% HTC award, and subsequently received additional credits
in 2007, to construct 176 multifamily units in Willis, Montgomery County. In a letter dated February 27,
2018, Cricket Hollow Partners, L.P. (the “Development Owner”) through its General Partner (Cricket
Hollow Development, Inc., Brian Cogburn, Secretary) requested approval to amend the LURA related to
the ROFR provision and to eliminate the requirement for a HUB to hold an ownership interest and to
maintain regular, continuous, and substantial participation in the development and operation of the
Development in order to facilitate a proposed sale of the property.

The additional use restrictions in the current LURA require, among other things, a 40 year Extended Use
Period, material participation by a HUB throughout the Compliance Period and a two-year ROFR to sell the
Development based on a set order of priority to a community housing development organization (as
defined for purposes of the federal HOME Investment Partnership Program at 24 CFR Part 92), to a
qualified nonprofit organization (as defined in Internal Revenue Code §42(h)(5)(C)), or to a tenant
organization if at any time after the fifteenth year of the Compliance Period the owner decides to sell the

propetty.

The request letter states that the Development Owner desires to pursue a proposed sale of the property.
Therefore, the HUB General Partner is requesting approval to remove the HUB requirement and has stated
that it is acting of its own volition in making this request, and that the HUB’s participation regarding the
Development has been substantive and meaningful and will continue to be until the sale is effectuated. The
HUB General Partner intends to remain as General Partner of this Development until the anticipated sale is
closed and ownership is transferred to a new owner, subject to the Department’s review and approval of
said transfer.

In 2015, the 84™ Texas Legislature passed HB 3576, which amended Tex. Gov’t Code §2306.6725 and
§2306.6726 to allow for a 180-day ROFR period and to allow for a Qualified Entity to purchase a
development under a ROFR provision of the LURA and satisfy the ROFR requirement. Additionally,
§23006.6726, as amended by HB 35706, defines Qualified Entity to mean an entity described by, or an entity
controlled by an entity described by, §42(1)(7)(A) of the Internal Revenue Code of 1986. The Department’s
2018 Uniform Multifamily Rules, Subchapter E, §10.407 implemented administrative procedures to allow a
Development Owner to conform to the new ROFR provisions described in the amended statute.

The Development Owner has complied with the amendment and notification requirements under the
Department’s rule at Tex. Gov’t Code §2306.6712 and 10 TAC §10.405(b). The Development Owner held a
public hearing on the matter on March 26, 2018, at 4:00 p.m. at the Development’s management

office/clubhouse. No negative public comment was received regarding the requested amendment.

Staff recommends approval of the LURA amendment as presented herein.
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Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318

936-228-5700

March 19, 2018

TO ALL RESIDENTS OF CRICKET HOLLOW APARTMENTS
Re: LURA Amendment Request to TDHCA for Cricket Hollow Apartments

Dear Residents:

Cricket Hollow Partners, L.P. is asking the Texas Department of Housing and Community Affairs Governing
Board (the “TDHCA Board”) to approve an amendment to its Land Use Restrictive Agreement (“LURA”) that
removes the ownership’s Historically Underutilized Business (“HUB”) ownership requirement and a change
in the Right of First Refusal (“ROFR”) time period that ownership is required to offer the community for sale
to a non-profit organization or a tenant organization. There was a change in Texas law, which allows
ownership to request to the TDHCA Board to change the ROFR two-year time period to be a 180-day time
period. TDHCA Uniform Multifamily Rules require that notice of this request be provided to all residents of
the property. This letter is to inform you that there will be a public hearing to discuss these requests and we
invite you to attend.

The public hearing is your opportunity to discuss the amendment request and voice your concern regarding the
requested HUB ownership and ROFR time period amendments. Information obtained from this meeting will
be submitted for consideration by the TDHCA Board at their April 26, 2018 meeting.

If you are unable to attend the public hearing and would like to submit your concemns in writing to the
Department, please send your comments via email to asset.management@tdhca.state.tx.us or you may mail
them to:

Texas Department of Housing & Community Affairs Asset Management Division
221 East 11th Street
Austin, Texas 78701

A public hearing on this issue is scheduled at the Cricket Hollow’s Management Office/Clubhouse, 9700 FM
1097 W, Willis TX 77318 on March 26, 2018 at 4:00pm.

If you have any questions, feel free to call the management office. Thank you for choosing the Cricket
Hollow Apartments to be your home.

Sincerely.

chelle Farmer
Sr. District Supervisor
FDI Property Management Services



Cricket Hollow

Public Hearing Minutes

LURA Amendment

Date: 03-26-2018

The public hearing related to the request to amend Cricket Hollow’s Right of First Refusal
(“ROFR?”) period was held in the Cricket Hollow community room on March 26, 2018 at 4:00
pm. Cambria Darbison and Pat Schroeder were in attendance representing the owner and
property manager. Three residents of the property were in attendance. A summary of the
discussion is as follows:

Cambria Darbison opened by explaining the reason for the public hearing and offered to address
any questions the residents had.

Resident Diana Ganim, from unit 1105, asked if the owner was selling.

Cambria Darbison confirmed owner is not planning on selling the property.

Resident Maxine Baines, from unit 803, asked why the amendment was being requested.
Cambria Darbison confirmed that the law had changed and allowed for the request.

Pat Schroeder explained that this change to the LURA would in no way impact the lease.

Cambria Darbison concluded the meeting at 4:15 pm.



CRICKET HOLLOW APARTMENTS — RESIDENT’S SIGN-IN SHEET
| Meeting Date  March 26, 2018

Place/Room: Cricket Hollow Management Office & Clubhouse

Name Unit No. _ Name _ Unit No.
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Cricket Hollow Partners, L.P.
1717 St. James Place, Suite 340
Houston, Texas 77056
713.626.7796 Fax 713.622.2695

March 19, 2018

The Honorable Senator Robert Nichols
Texas State Senator

P.O. Box 12068, Capitol Station
Austin, TX 78711

Re: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318
LURA Amendment Request to TDHCA

Dear Senator Nichols:

Cricket Hollow Partners, L.P. is asking the Texas Department of Housing and Community Affairs
Governing Board (the “TDHCA Board™) to approve an amendment to its Land Use Restrictive Agreement
(“LURA™). The amendment request is to remove the ownership’s Historically Underutilized Business
(“HUB”) ownership requirement, as it was at the beginning of this Ownership entity, for the remainder
of the Extended Use Period. Additionally, we are requesting to change the Right of First Refusal
(“ROFR”) time period that ownership is required to offer the community for sale to a non-profit
organization or a tenant organization. There was a change in Texas law, which allows ownership to
request to the TDHCA Board to change the ROFR two-year time period to be a 180-day time period.

TDHCA Board rules require that notice of this request be given to the Senator for the district in which
Cricket Hollow Apartments is located.

A public hearing on this issue is scheduled at Cricket Hollow Apartments:

Location: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318

Date: March 26, 2018

Time: 4:00 pm

You are invited to attend and offer your comments.
Sincerely,
CRICKET HOLLOW PARTNERS, L.P., a Texas limited partnership

By: Cricket Hollow Development, Inc. a Texas corporation,
its general partner

P
e o
Brian Cogburn
Secretary



Cricket Hollow Partners, L.P.
1717 St. James Place, Suite 340
Houston, Texas 77056
713.626.7796 Fax 713.622.2695

March 19, 2018

The Honorable Will Metcalf
Texas House Member
Texas Capitol

Room E1.314

P.O.Box 2910

Austin, TX 78768

Re: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318
LURA Amendment Request to TDHCA

Dear Representative Metcalf:

Cricket Hollow Partners, L.P. is asking the Texas Department of Housing and Community Affairs
Governing Board (the “TDHCA Board”) to approve an amendment to its Land Use Restrictive Agreement
(“LURA”). The amendment request is to remove the ownership’s Historically Underutilized Business
(“HUB”) ownership requirement, as it was at the beginning of this Ownership entity, for the remainder
of the Extended Use Period. Additionally, we are requesting to change the Right of First Refusal
(“ROFR”) time period that ownership is required to offer the community for sale to a non-profit
organization or a tenant organization. There was a change in Texas law, which allows ownership to
request to the TDHCA Board to change the ROFR two-year time period to be a 180-day time period.

TDHCA Board rules require that notice of this request be given to the Representative for the district in
which Cricket Hollow Apartments is located.

A public hearing on this issue is scheduled at Cricket Hollow Apartments:

Location: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318

Date: March 26, 2018

Time: 4:00 pm

You are invited to attend and offer your comments.
Sincerely,
CRICKET HOLLOW PARTNERS, L.P., a Texas limited partnership

By: Cricket Hollow Development, Inc. a Texas corporation,
its general partner

B/L(’Y\ %
Brian Cogburn

Secretary



Cricket Hollow Partners, L.P.
1717 St. James Place, Suite 340
Houston, Texas 77056
713.626.7796 Fax 713.622.2695

March 19, 2018

The Honorable Leonard Reed
Mayor

City of Willis

200 N. Bell St

Willis, TX 77378

Re: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318
LURA Amendment Request to TDHCA

Dear Mayor Reed:

Cricket Hollow Partners, L.P. is asking the Texas Department of Housing and Community Affairs
Governing Board (the “TDHCA Board™) to approve an amendment to its Land Use Restrictive Agreement
(“LURA”). The amendment request is to remove the ownership’s Historically Underutilized Business
(“HUB”) ownership requirement, as it was at the beginning of this Ownership entity, for the remainder
of the Extended Use Period. Additionally, we are requesting to change the Right of First Refusal
(“ROFR”) time period that ownership is required to offer the community for sale to a non-profit
organization or a tenant organization. There was a change in Texas law, which allows ownership to
request to the TDHCA Board to change the ROFR two-year time period to be a 180-day time period.

TDHCA Board rules require that notice of this request be given to the Mayor of the City in which
Cricket Hollow Apartments is located.

A public hearing on this issue is scheduled at Cricket Hollow Apartments:

Location: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318

Date: March 26, 2018

Time: 4:00 pm

You are invited to attend and offer your comments.
Sincerely,
CRICKET HOLLOW PARTNERS, L.P., a Texas limited partnership

By: Cricket Hollow Development, Inc. a Texas corporation,
its general partner

L

Brian Cogburn
Secretary



Cricket Hollow Partners, L.P.
1717 St. James Place, Suite 340
Houston, Texas 77056
713.626.7796 Fax 713.622.2695

March 19, 2018

Mr. David Fernandes

First Vice President

Asset Management

Boston Financial Investment Management, LP
101 Arch Street

Boston MA 02110-1106

Re: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318
LURA Amendment Request to TDHCA

Dear Mr. Fernandes:

Cricket Hollow Partners, L.P. is asking the Texas Department of Housing and Community Affairs
Governing Board (the “TDHCA Board™) to approve an amendment to its Land Use Restrictive Agreement
(“LURA”). The amendment request is to remove the ownership’s Historically Underutilized Business
(“HUB”) ownership requirement, as it was at the beginning of this Ownership entity, for the remainder
of the Extended Use Period. Additionally, we are requesting to change the Right of First Refusal
(“ROFR”) time period that ownership is required to offer the community for sale to a non-profit
organization or a tenant organization. There was a change in Texas law, which allows ownership to
request to the TDHCA Board to change the ROFR two-year time period to be a 180-day time period.

TDHCA Board rules require that notice of this request be given to the Cricket Hollow Apartments’
investor.

A public hearing on this issue is scheduled at Cricket Hollow Apartments:
Location: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318

Date: March 26, 2018
Time: 4:00 pm

You are invited to attend and offer your comments.
Sincerely,
CRICKET HOLLOW PARTNERS, L.P., a Texas limited partnership

By: Cricket Hollow Development, Inc. a Texas corporation,
its general partner

o

Brian Cogburn
Secretary



Cricket Hollow Partners, L.P.
1717 St. James Place, Suite 340
Houston, Texas 77056
713.626.7796 Fax 713.622.2695

March 19, 2018

Mr. Brett McGuire

Vice President

Walker & Dunlop

7501 Wisconsin Avenue, Suite 1200E
Bethesda MD 20814-6531

Re: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318
LURA Amendment Request to TDHCA

Dear Mr. McGQGuire:

Cricket Hollow Partners, L.P. is asking the Texas Department of Housing and Community Affairs
Governing Board (the “TDHCA Board™) to approve an amendment to its Land Use Restrictive Agreement
(“LURA”). The amendment request is to remove the ownership’s Historically Underutilized Business
(“HUB”) ownership requirement, as it was at the beginning of this Ownership entity, for the remainder
of the Extended Use Period. Additionally, we are requesting to change the Right of First Refusal
(“ROFR”) time period that ownership is required to offer the community for sale to a non-profit
organization or a tenant organization. There was a change in Texas law, which allows ownership to
request to the TDHCA Board to change the ROFR two-year time period to be a 180-day time period.

TDHCA Board rules require that notice of this request be given to the Cricket Hollow Apartments’
lender.

A public hearing on this issue is scheduled at Cricket Hollow Apartments:

Location: Cricket Hollow Apartments
9700 FM 1097, W
Willis Texas 77318

Date: March 26, 2018

Time: 4:00 pm

You are invited to attend and offer your comments.
Sincerely,
CRICKET HOLLOW PARTNERS, L.P., a Texas limited partnership

By: Cricket Hollow Development, Inc. a Texas corporation,
its general partner

~

Brian Cogburn
Secretary
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action regarding a change in the ownership structure of the
Development Owner and Developers prior to issuance of IRS Form(s) for Secretariat Apartments (HTC
#17012)

RECOMMENDED ACTION

WHEREAS, Secretariat Apartments (the “Development”) received an award of 9%
Housing Tax Credits (“HTCs”) in 2017 for the new construction of 74 elderly preference
multifamily units in the City of Arlington, Tarrant County;

WHEREAS, Secretariat Apartments Ltd. (the “Development Owner”) has requested
approval for changes to the ownership structure of the Development Owner and
Developers;

WHEREAS, the proposed changes to the ownership structure of the Development Owner
involve the addition of a new Limited Partner, Secretariat Apartments LP LLC, and a change
to the ownership structure of Secretariat Apartments GP LLC, the General Partner of the
Development Owner, that involves the exit of one of its original members and the addition
of new entities;

WHEREAS, under the proposed ownership structure, NRP Secretariat Apartments LLC
(“NRP”), one of the original members of the General Partner, will relinquish its ownership
interest in the General Partner and will become the sole member of Secretariat Apartments
LP LLC, the proposed Limited Partner;

WHEREAS, AHFC GP2, LLC, which is solely owned by the Arlington Housing Finance
Corporation, will be added as the managing member of the General Partner;

WHEREAS, the proposed changes also include the addition of AHFC CODEV 1, LLC,
which is solely owned by the Arlington Housing Finance Corporation, as another co-
Developer in the transaction; and

WHEREAS, the transfer of ownership is being requested prior to the issuance of IRS
Forms 8609 and 10 TAC §10.406(e) requires that parties reflected in the Application that
have control must remain in the ownership structure and retain such control, unless
approved otherwise by the Board, and changes in Developers are considered amendments
under 10 TAC §10.405(a)(3)(C) requiring approval;

NOW, therefore, it is hereby
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RESOLVED, that the ownership transfer and amendment in the Developer for Secretariat
Apartments are approved as presented to this meeting, and the Executive Director and his
designees are each authorized, empowered, and directed to take all necessary action to
effectuate the foregoing.

BACKGROUND

Secretariat Apartments Ltd. (the “Development Owner”) was approved for a 9% HTC award in 2017 to
construct 74 elderly preference multifamily units in the City of Arlington, Tarrant County. In a letter dated
March 8, 2018, a representative of NRP requested approval for changes to the ownership structure of the
Development Owner and Developers prior to issuance of IRS Form(s) 8609. The changes involve the
addition of a Limited Partner, the exit of a member of the General Partner, which will remain in the
Development Owner as the Sole Member of the incoming Limited Partner, the addition of a new Managing
Member of the General Partner, and the addition of a new co-Developer, which is an affiliate of the
incoming Managing Member of the General Partner.

The ownership structure will be altered by changes to the General Partner and the addition of a new
Limited Partner. NRP Secretariat Apartments LLC will relinquish its 80% ownership interest in Secretariat
Apartments GP LLC, the General Partner. In its place, AHFC GP2, LLC will be the new Managing
Member of the General Partner but will instead possess a 51% ownership interest. The ownership interest
of Pavlik & Associates, LP, the other member of the General Partner, will increase from 20% to 49%.
AHFC GP2, LLC is wholly owned by the Arlington Housing Finance Corporation (“AHFC”), a
government sponsored non-profit corporation. NRP Secretariat Apartments LLC will remain in the
Development Owner as the Sole Member of a newly created Limited Partner, Secretariat Apartments LP
LLC. The incoming Limited Partner will have 0.0049% interest in the Development Owner, and in order to
accommodate the interest acquired by the incoming Limited Partner, the General Partner’s ownership
interest in the Development Owner will be reduced from 0.01% to 0.0051%. NRP’s withdrawal from the
General Partner constitutes a relinquishment of its control in the development. According to 10 TAC
§10.406(e), “The party(ies) reflected in the Application as having control must remain in the ownership
structure and retain such control, unless approved otherwise by the Board. A development sponsor, General
Partner or Development Owner may not sell the Development in whole or voluntarily end their control
ptior to the issuance of 8609s.” Because of this, the Development Owner is requesting Board approval for

these changes to the ownership structure.
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Ownership Structure Approved at Application

PROJECT PARTNERSHIP
Secretariat Apartments Ltd.
a to-be-formed Texas limited partnership

Histarically Underutilized Business (HUB)

formedon[ 1]
Doc:
EIN: [ ]
GENERAL PARTNER INVESTOR LIMITED PARTNER
Secretariat Apartments GP LLC
a to-be-formed Texas limitad liability company EIN: (TBD)
formed on [ 99.99%
EIN: [ 1
0.01%
Member Member

Pavlik & Associates, LP.
a Texas limited partnership and

formed 95
EIN:

20%

EIN: [ I
80%

NRP Secretariat Apartments LLC
a to-be-formed Texas limited liability company
formed on [ 1

] Non-Managing Member
NRP affordable Subsidiary II LLC
an Ohio limited liability company
for 6

General Partner
Pavlat Enterprises, Inc.
a Texas corporation

for

EIN:

EIN:

100%

Non-Member Manager
NRP Manager LLC
a Forida limited liability company

formed 2
EIN:

100%

l

Linda Pavlik Lattimore, President
100%

Sole Member
NRP Enterprises LLC

a Delaware limited liability company
formed

5
EIN:
100%
(s2e Page 4 for ownership)
Sole Member
NRP Enterprises LLC
& Delaware imited liabilty company
formed on 6/15/2015
emn: I
Common Member AGT NRP Investor, LLC
NRP Direct Subsidiary LLC & Delaware limited lisbility company
an Ohio imited kebility company formed on 10/14/2016
formed on 6/15/2015 100% Coewertible Preferred Member
em: I
100% |
3 Ddattremgp:;eshp AGT is a private equity fund that has
formed on 6/15/2015 multiple owners. It does not exercise
£IN; I control over the partnership.
100%
““—s
P “\‘\k
Limited Partner Limited Partner General Partner
). David Heller, Trustee T. Richard Bailey, )., Trustee JDH Reaky Investments Corp.
originally formed on 12/16/1938 UAD 7/9/2012 an Ohio corporation
99% 5% formed on 6/15/2015
(non-economic interest) 5%

|

1. David Heller, Trustee
originally formed on 12/16/1998
100%
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Revised Ownership Structure

PROJECT PARTNERSHIP
Secretariat Apartments Ltd.
a Texas limited partnership
formed on 9/13/17

LIMITED PARTNER
Secretariat Apartments LP LLC
a Texas limited liability company

Formed on 1/24/2018

0.004%%

GENERAL PARTNER
Secretariat Apartments GP LLC
a Texas limited liability company

formed on 9;26;201?

0.0051%

INVESTOR LIMITED PARTNER
TBD
EIN: (TED)
99,999,

Sole Member
NRP Secretariat Apartments LLC Non-Managing Member M ing Membe
3 Texas limited liability company Pavlik & Associates, LP. ZHSF‘-::'"EPLGRC r
formed on 9/15/2017 3 Texas limited partnership and Pl o
. . - X a Texas limited liability company
Histarically Underutilized Business (HUB)
formed TBD
100% formed on 1ii14i1995 EIN: TBD
5
499, 51%
Non-Managing Member Non-Member Manager
NRP Affordable Subsidiary II LLC NRP Manager LLC I
an Ohio limited liability company Florida limited liabili General Partner
formed on 7/1/2016 2 an;r%":deon'f 'S'tfgclozmpm Pavlat Enterprises, Inc. _ Sole Member
ﬂ a Texas corporation Arlington Housing Finance
93.75% formed on 8/9/1988 Corporation )
a Texas publicnonprofit housing

Non-Managing Member 100% finance corporation
Secretariat E-Group LLC

formed on 8/22/1901

an Ohio limited liability company ﬁ
formed on 1i'3l3i'2018 1
Sole Member Linda Pavlik Lattimore, President ~

NRP Enterprises LLC 7.25% 100% -
a Delaware limited liability company T et _Ojﬁgerstw:rectors
f d on §/15/2015 ictoria A. Farrar-Myers
LI Kathryn Wilemon

Lana Waolff
Roxanne N. Thalman

Members

100% Daniel Markson— 500 Units
(seePage 4 for ownership) Dan Hull- 100 Units
NEM Ventures LLC — 67 Units
Paul Johnson— 33 Units
Scott Villani— 25 Units

2017.02.16 1

Adding the AHFC to the ownership structure is part of a plan to secure an ad valorem property tax
exemption to make the Development more financially secure. In addition to a controlling interest in the
Development Owner, the AHFC will own fee title to the land and will then ground lease the site to the
Development Owner. According to a representative for the Development Owner, the Development would
also have to make an annual payment in lieu of taxes (“PILOT”) of 25% in order to receive the exemption.
By adopting these changes, the Development can reduce annual property taxes by 75%. If the property does
secure the tax exemption and pays a 25% PILOT, over $50,000 can be saved per year in expenses. All else
held equal from the previous underwriting analysis done by the Department, additional debt would be
necessary to achieve a projected debt coverage ratio that falls within the Department’s underwriting
guidelines, but the additional debt would not over-subsidize the Development.

It is also important to note that the Development Owner has also applied for a Direct Loan from the
Department. However, according to the Development Owner, this is only a precautionary measure that will
only be pursued in the event that the Development Owner is unable to secure the tax exemption. If the
Development Owner elects to move forward with the Direct Loan application, approval for that funding
will be presented to the Department’s Board in a separate action request.
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The ownership transfer request also identifies a change to the Developers and requests approval for the
change. The letter states that, in addition to AHFC becoming a party to the General Partner, another of its
affiliates, AHFC CODEV1, LLC (“CODEV1”), will be added to the project as one of its co-Developers.
AHFC CODEV1, LLC is wholly owned by the Arlington Housing Finance Corporation and will be entitled
to 25% of the Developer Fee. In order to accommodate the 25% fee to CODEV1, the fees due to the two
original co-Developers, NRP Lone Star Development LL.C and Pavlik and Associates, LP, will be reduced.
NRP Lone Star Development LLC was originally due 90% of the Developer Fee. It will now be eligible for
70% of the fee. Pavlik and Associates, LP was originally due 10% of the Developer Fee. It will now be
eligible for 5% of the fee.

Staff recommends approval of the ownership transfer and amendment to the Developer for Secretariat
Apartments as presented.
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5309 Transportation Blvd.
Cleveland, Ohio 44125

NRP Phone (216) 475-8900
Fax (216) 475-6101

WWWw.nrpgroup.com

March 8, 2018

Mr. Rosalio Banuelos
Asset Manager

TDHCA

221 East 11th Street
Austin, Texas 78701-2410

Re: Secretariat Apartments (TDHCA# 17012) - Ownership Transfer Request
Mr. Banuelos:

The purpose of this letter is to request the TDHCA’s approval of the following changes in the ownership
structure of Secretariat Apartments Ltd. (the “Partnership”) and the change in the developer fee for the project:

The Partnership was originally set up to be owned 99.99% by an Investor Limited Partner and .01% by a general partner,
Secretariat Apartments GP LLC (the “General Partner”). The General Partner was originally set up to be owned 20%
by Pavlik & Associates, LP. (the “HUB"), a historically underutilized business, and 80% by NRP Secretariat Apartments
LLC (“NRP”).

We intend to change the structure so that now the Partnership will be owned 99.99% by the Investor Limited Partner,
.0049% by Secretariat Apartments LP LLC (the “LP”), and .0051% by the General Partner. The LP will be owned 100%
by NRP. The General Partner will now be owned by 49% by the HUB and 51% by AHFC GP1, LLC.

AHFC CODEV 1, LLC will be added as a co-developer and in return will receive 25% of the developer fee. The HUB's
developer fee will be reduced from 20% to 5% and NRP Lone Star Development LLC fee will be reduced from 90% to
70%.

We respectfully request your consideration in this matter and have enclosed the complete Ownership Transfer Request
and fee for $1,000.

Sincerely,

(l O

Jessica Ludwig
NRP Assistant Project Manager - Development




Ownership Transfer Information

Complete the below information concerning this transfer. Information related to this and other forms in this packet may be found in the Post
Award Activities Manual on the Department's Asset Management page.

Property Information

TDHCA ID#: 17012 Primary Program: 9% HTC CMTSH#:

Property Name: Secretariat Apartments Current Owner: Secretariat Apartments Ltd.

Type of Transfer: Changes to LP or Investment LP Date of Transfer: TBD OR Already Occurred
A full Ownership Transfer packet may not be required. See the Post Carryover Manual.

Have Forms 8609 been issued for this property? No Has construction been completed? No
Controlling parties at Application must remain in the structure and retain control. Contact your Asset Manager.

Did this property receive points for non-profit participation? No Will the non-profit change? No
N/A

Did this property receive points for a HUB? Yes Will the HUB change? No

Is this property in or past year 15 of its Compliance Period? No Does the ROFR process apply? Yes

Compliance Status

Any uncorrected issues of noncompliance beyond the Corrective Action Period? No
Any Corrective Action for noncompliance items currently in review? No Date Submitted: N/A

Ownership Transfer Contact Information

Contact Name: Jessica Ludwig Phone: (216 ) 584 - 0628 Extension:  N/A
Email: Jludwig@nrpgroup.com Ownership Transfer Fee Submitted? Yes Check#: 18237

Property Sale Information (Only if Property Sale is Occurring with Transfer)

Title Company: N/A Title Company Contact: N/A
Email: N/A Phone: ( ) - Extension:
Sale will be: Amount of New Financing (if any): $ N/A
Lender (if any): N/A Terms of New Financing (if any): N_/A % Interest
Terms of New Financing (if any): N_/Ayr Am N_/Ayr Term
Total Reserves: $ Amount of Reserves to transfer: S N/A
Submit Exhibit E - New Financing Proforma. If HOME, will HOME loan be paid off at time of sale?

New Proposed Owner Information

Proposed Owner: N/A Authorized Agent: N/A

Was the above or any of its members formed in a state other than Texas?

Proposed Owner Experience Summary
Does the proposed Owner or its members have experience in affordable housing operations or management?

Years of Cumulative Experience as indicated above:

N/A

New Management Agent Information

Management Agent will be replaced at the time of Transfer.

Entity: N/A Taxpayer ID:  N/A
Contact: N/A Phone: ( ) - Extension:
Address: N/A

Email: N/A




BEFORE

SECRETARIAT APARTMENTS

PROJECT PARTNERSHIP
Secretariat Apartments Ltd.
a to-be-formed Texas limited partnership
formedon[ 1]

Member
Pavlik & Associates, LP.
a Texas limited partnership and
Historically Underutilized Business (HUB)
formed on 12/14/1995

20%

El

NRP Secretariat Apartments LLC
a to-be-formed Texas limited liability company
formed on [ 1

N: [
80%

]

General Partner
Pavlat Enterprises, Inc.
a Texas corporation
formed on 8/9/1988

100%

Linda Pavlik Lattimore, President
100%

Non-Managing Member
NRP Affordable Subsidiary Il LLC
an Ohio limited liability company
formed on 7/1/2016

Non-Member Manager
NRP Manager LLC
a Florida limited liability company
formed on 12/5/2012

Doc:
EIN:[ ]
GENERAL PARTNER INVESTOR LIMITED PARTNER
Secretariat Apartments GP LLC TBD
a to-be-formed Texas limited liability company EIN: (TBD)
formed on [ 1 99.99%
EIN: [ 1
0.01%
Member

100%

Sole Member
NRP Enterprises LLC
a Delaware limited liability company
formed on 6/15/2015

100%
(see Page 4 for ownership)

2017.02.16

1


JLudwig
Typewritten Text
BEFORE


CO-DEVELOPER — 10%
Pavlik and Associates, LP.
a Texas limited partnership and
Historically Underutilized Business (HUB)
formed on 12/14/1995

General Partner
Pavlat Enterprises, Inc.
a Texas corporation
formed on 8/9/1988

100%

Linda Pavlik Lattimore, President
100%

SECRETARIAT APARTMENTS

DEVELOPERS

CO-DEVELOPER — 90%0

a Texas limited liability company
formed on 2/13/2012

NRP Lone Star Development LLC

100%

Sole Member
NRP Holdings LLC
an Ohio limited liability company
formed on 12/26/2001

Non-Member Manager
NRP Lone Star Manager LLC
a Texas limited liability company

formed on 12/5/2012

J. David Heller

Non-Member Manager

Common Member
NRP Direct Subsidiary LLC
an Ohio limited liability company
formed on 6/23/2015

100%
(see Page 4 for ownership)

Non-Member Manager
NRP Investments LLC
an Ohio limited liability company
(successor by conversion to
NRP Investments Corp.)

originalli formed on 3/15/1999

a Delaware limited liability company

Sole Member
NRP Enterprises LLC

formed on 6/15/2015

100%
(see Page 4 for ownership)

(see Page 4 for ownership)




SECRETARIAT APARTMENTS

CO-GUARANTOR
NRP Holdings LLC
an Ohio limited liability company
formed on 12/26/2001

GUARANTORS

Common Member
NRP Direct Subsidiary LLC
an Ohio limited liability company
formed on 6/23/2015

100%
(see Page 4 for ownership)

Non-Member Manager
NRP Investments LLC
an Ohio limited liability company
(successor by conversion to
NRP Investments Corp.)

originalli formed on 3/15/1999

- Page 4 for ownership)

CO-GUARANTOR
NRP Investments LLC
an Ohio limited liability
company
(successor by conversion to
NRP Investments Corp.)

originalli formed on 3/15/1999

100%
(see Page 4 for ownership)

CO-GUARANTOR
NRP Contractors LLC
an Ohio limited liability company
formed on 3/19/1995

CO-GUARANTOR
NRP Contractors 11 LLC
an Ohio limited liability company
formed on 6/15/2015

Sole Member
NRP Investments LLC
an Ohio limited liability company
(successor by conversion to
NRP Investments Corp.)
formed on 3/15/1999

100%
(see Page 4 for ownership)

Sole Member
NRP Enterprises LLC
a Delaware limited liability company
formed on 6/15/2015

100%
(see Page 4 for ownership)




SECRETARIAT APARTMENTS

NRP Investments LLC

an Ohio limited liability company
(successor by conversion to NRP Investments Corp.)

formed on 3/15/99

Sole Member
NRP Enterprises LLC
a Delaware limited liability company
formed on 6/15/15

\I

Common Member
NRP Direct Subsidiary LLC
an Ohio limited liability company
formed on 6/15/15

100% Common Member

NRP Master L.P.
a Delaware limited partnership
formed on 6/15/15

100%

A

Limited Partner
J. David Heller, Trustee
originally formed on 12/16/98
99%

T. Richard Bailey, Jr., Trustee

(non-economic interest, with no control)

Limited Partner

UAD 7/9/12
5%

Non-Member Manager
NRP Master L.P.
a Delaware limited partnership
formed on 6/15/15

(see this page for ownership)

.5%

General Partner

JDH Realty Investments Corp.
an Ohio corporation
formed on 6/15/15

\

100%

J. David Heller, Trustee
originally formed on 12/16/98




SECRETARIAT APARTMENTS

AFTER

PROJECT PARTNERSHIP
Secretariat Apartments Ltd.
a Texas limited partnership

formed on 9/13/17
.

LIMITED PARTNER
Secretariat Apartments LP LLC
a Texas limited liability company
Formed on 1/24/2018

0.0049%

Sole Member

formed on 9/15/2017

100%

NRP Secretariat Apartments LLC
a Texas limited liability company

|
/\ 49%

Non-Managing Member
NRP Affordable Subsidiary II LLC
an Ohio limited liability company
formed on 7/1/2016

93.75%

Sole Member
NRP Enterprises LLC
a Delaware limited liability company
formed on 6/15/2015

100%
(see Page 4 for ownership)

GENERAL PARTNER
Secretariat Apartments GP LLC
a Texas limited liability company
formed on 9/26/2017

0.0051%

INVESTOR LIMITED PARTNER
TBD
EIN: (TBD)
99.99%

Non-Managing Member
Pavlik & Associates, LP.
a Texas limited partnership and
Historically Underutilized Business (HUB)
formed on 12/14/1995

Managing Member
AHFC GP2, LLC
a Texas limited liability company
formed TBD
EIN: TBD
51%

Non-Member Manager
NRP Manager LLC
a Florida limited liability company
formed on 12/5/2012

General Partner

a Texas corporation
formed on 8/9/1988

Non-Managing Member
Secretariat E-Group LLC
an Ohio limited liability company
formed on 1/30/2018

7.25%

\

Members

Daniel Markson — 500 Units
Dan Hull = 100 Units

NEM Ventures LLC — 67 Units
Paul Johnson — 33 Units
Scott Villani — 25 Units

100%

Pavlat Enterprises, Inc.

Linda Pavlik Lattimore, President
100%

Sole Member

Arlington Housing Finance
Corporation
a Texas public nonprofit housing
finance corporation
formed on 8/22/1991

Officers/Directors
Victoria A. Farrar-Myers
Kathryn Wilemon
Lana Wolff
Roxanne N. Thalman

2017.02.16

1



rmorales
Text Box
AFTER


CO-DEVELOPER - 5%
Pavlik and Associates, LP.
a Texas limited partnership and
Historically Underutilized Business (HUB)
formed on 12/14/1995

| ]
(See Page 1 for Ownership)

SECRETARIAT APARTMENTS

DEVELOPERS

CO-DEVELOPER — 25%
AHFC CODEV 1, LLC
a Texas limited liability company
formed on 3/5/18

CO-DEVELOPER -70%
NRP Lone Star Development LLC
a Texas limited liability company
formed on 2/13/2012

Sole Member
Arlington Housing Finance
Corporation
a Texas public nonprofit housing finance

Sole Member
NRP Holdings LLC
an Ohio limited liability company
formed on 12/26/2001

corporation
formed on 8/22/1991

]
(See Page 1 for Ownership)

100%

Non-Member Manager
NRP Lone Star Manager LLC
a Texas limited liability company

formed on 12/5/2012

Non-Member Manager
J. David Heller

an Ohio limited liability company

Common Member
NRP Direct Subsidiary LLC

formed on 6/23/2015

100%
(see Page 4 for ownership)

Non-Member Manager
NRP Investments LLC
an Ohio limited liability company
(successor by conversion to
NRP Investments Corp.)
originally formed on 3/15/1999

a Delaware limited liability company

Sole Member
NRP Enterprises LLC

formed on 6/15/2015

100%
(see Page 4 for ownership)

|
(see Page 4 for ownership)




SECRETARIAT APARTMENTS

CO-GUARANTOR
NRP Holdings LLC
an Ohio limited liability company
formed on 12/26/2001

GUARANTORS

Common Member
NRP Direct Subsidiary LLC
an Ohio limited liability company
formed on 6/23/2015

100%
(see Page 4 for ownership)

Non-Member Manager
NRP Investments LLC
an Ohio limited liability company
(successor by conversion to
NRP Investments Corp.)
originally formed on 3/15/1999

(see Page 4 for ownership)

CO-GUARANTOR
NRP Investments LLC
an Ohio limited liability
company
(successor by conversion to
NRP Investments Corp.)
originally formed on 3/15/1999

100%
(see Page 4 for ownership)

CO-GUARANTOR
NRP Contractors LLC
an Ohio limited liability company
formed on 3/19/1995

CO-GUARANTOR
NRP Contractors II LLC
an Ohio limited liability company
formed on 6/15/2015

Sole Member
NRP Investments LLC
an Ohio limited liability company
(successor by conversion to
NRP Investments Corp.)
formed on 3/15/1999

100%
(see Page 4 for ownership)

Sole Member
NRP Enterprises LLC
a Delaware limited liability company
formed on 6/15/2015

100%
(see Page 4 for ownership)




SECRETARIAT APARTMENTS

NRP Investments LLC

an Ohio limited liability company
(successor by conversion to NRP Investments Corp.)

formed on 3/15/99
|

Sole Member
NRP Enterprises LLC
a Delaware limited liability company
formed on 6/15/15

|

Common Member
NRP Direct Subsidiary LLC
an Ohio limited liability company
formed on 6/15/15

100% Common Member

NRP Master L.P.
a Delaware limited partnership
formed on 6/15/15

100%

Limited Partner
J. David Heller, Trustee
originally formed on 12/16/98
99%

T. Richard Bailey, Jr., Trustee

(non-economic interest, with no control)

Limited Partner

UAD 7/9/12
.5%

Non-Member Manager
NRP Master L.P.
a Delaware limited partnership
formed on 6/15/15

(see this page for ownership)

.5%

General Partner
JDH Realty Investments Corp.
an Ohio corporation
formed on 6/15/15

\

100%

J. David Heller, Trustee
originally formed on 12/16/98




BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action regarding a change in the ownership structure of the
Development Owner and Developer prior to issuance of IRS Form(s) for Cascade Villas (HTC #17225)

RECOMMENDED ACTION

WHEREAS, Cascade Villas (the “Development”) received a 9% Housing Tax Credit
(“HTC”) award in 2017 for the construction of 60 units in Wichita Falls, Wichita County;

WHEREAS, the HTC Application proposed O’Brien Companies, LLC as the Historically
Underutilized Business ("HUB”) and 37.5% member of the General Partner for the
Development and the 5% member of the Developer;

WHEREAS, the Development Owner requests approval to replace O’Brien Companies in
the structure of the Development Owner and the Developer; and

WHEREAS, the transfer of ownership is being requested prior to the issuance of IRS
Form(s) 8609 and 10 TAC §10.406(e) requires that parties reflected in the Application that
have control must remain in the ownership structure and retain such control, unless
approved otherwise by the Board, and changes in Developers are considered amendments
under 10 TAC §10.405(a)(3)(C) requiring approval;

NOW, therefore, it is hereby

RESOLVED, that the ownership transfer and amendment to the Developer for Cascade
Villas is approved, contingent upon the results of the previous participation and EARAC
review, 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

Cascade Villas was approved for a 9% HTC award in 2017 for the construction of 60 units in Wichita Falls.
The Development is in the pre-construction phase and is required by the Carryover Allocation Agreement
to place in service by December 31, 2019. On March 15, 2018, Cynthia Bast, the representative of Cascade
Villas, LP (the “Development Owner”), submitted a request for an amendment to the Application to change
the structure of the Development Owner. Specifically, the Development Owner seeks approval to replace
O’Brien Companies, LLC (“O’Brien”) as the HUB and 37.5% member of the General Partner. The owner
of O’Btien, Kelly O’Brien (f/k/a Kelly Holden), has advised that she believes it is in her best interest to
withdraw from all tax credit transactions in order to pursue other activities. The Development Owner
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explains that her withdrawal was unexpected and unforeseeable at the time the Application was submitted.
Staff has also confirmed that the person used to meet the Experience requirement under 10 TAC §10.204(e)
of the Uniform Multifamily Rules (Vaughn C. Zimmerman) will remain in the ownership structure of the
Development Owner and Developer. Therefore, the Development Owner requests approval to transfer the
interest and position currently held by O’Brien to Albatross Development, LLC (“Albatross”). Albatross is
a Texas limited liability company and certified HUB that is solely owned by Sandra Watson.

Under 10 TAC §10.406(e), prior to the issuance of IRS Form(s) 8609, the parties reflected in the
Application as having control must remain in the ownership structure and retain such control, unless
approved otherwise by the Board. A comparison of the structure of the Development Owner between
Application and the current amendment is reflected below:

Ownership Structure Approved at Application Ownership Structure at Amendment

Cascade Villas, LP Cascade Villas, LP
a Missouri limited partnership a Missouri limited partnership

60 Units - Wichita Falls, TX 60 Units - Wichita Falls, TX

m;‘::““'?i;% LLC Raymond James Tax Credit Funds, Inc. &Scjﬁ:s{:n“:;i’ LLC
S Limited Partner =
General Pariner - .01% 99.99%, General Partner - .01%

VCZ Development, LLC 0'Brien Companies, LLC e T ——r Albatross Development, LLC
Sl CAr=—wl¥E a Missouri LLC, aTexas LLC

62.5% Managing Member 37.5% HUB Member 62.50% Managing Member 37.50 HUB Member

i

Kelly Holden Vaughn C. Zimmerman Revacable Trust Sandra Lynn Watson
Sole Member and U/A dated May 5, 1995, as restated Sole Member and
Sole Member and
Managing Member

Vaughn C. Zimmerman,
Trustee

Vaughn €. Zimmerman Revocable Trust
U/A dated May 5, 1995, as restated
Sole Member and
Managing Member

Vaughn C. Zimmerman,
Trustee

Managing Member

Managing Member

The withdrawal of O’Brien also affects the Developer, VCZ O’Brien Development, LLC. As a result, the
Developer will be replaced by a newly created entity, VCZ Albatross Development, LLC. The only change
from the original structure indentified in the Application will be the transfer of the 5% interest previously
held by O’Brien to Albatross. VCZ Development, LLC will continue to be the managing member with
95% interest.
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A comparison of the Developer between Application and the current amendment is reflected below:

Developer Structure Approved at Application

Developer Structure at Amendment

Current

Org. 2 Developer
—--j VCZ-0'Brien Development, LLC

a Missouri limited liability company

VCZ Development, LLC
95% - managing member

O'Brien Companies, LLC
5% - HUB member

Org. 211
Vaughn C. Zimmerman Updated Kelly Holden
Revocable Trust dated 12/5/11 100% - member
100% - member#

vaughn C. Zimmarman — sole Trustee

Rebecca A. Zimmerman Updated
Revocable Trust - sole beneficiany

Proposed

Developer
VCZ Albatross Development, LLC

a Missouri limited liability company

Albatross
Development, LLC

5% - HUE member

VCZ Development, LLC

95% - managing
member

Vaughn C. Zimmerman
Revocable Trust U/a dated

Sandra Lynn Watson

May Sth, 1995, as restated sole Member and
Sole Member and Managing Member
Managing Member
. . r

vaughn C. Zimmerman,
Trustese

Additionally, the Application score will not be affected by the requested changes because a qualified HUB
will continue to hold the same interest and position as originally proposed by the Development Owner.

Staff recommends approval of the requested change in the structure of the Development Owner and
Developer contingent upon the results of the previous participation and EARAC review.
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E l 600 Congress Avenue, Suite 2200
Y ALY Fay & Austin, Texas 78701-3055

< - :
_____ A ": } CA % : Telephone: 512-305-4700
. = Fax: 512-305-4800
,ﬂ _ I E www.lockelord.com

Attorneys & Counselors

March 15, 2018

Via Hand Delivery
Texas Department of Housing
and Community Affairs
221 East 11th Street
Austin, Texas 78711-3941
Attn: Lee Ann Chance, Asset Manager

RE: Cascade Villas (the "Development")
TDHCA Development Number: 17225

Amendment Request for Change in HUB Member
Dear Ms. Chance:

We represent Cascade Villas, LP, a Missouri limited partnership (the "Partnership"),
which is the owner of the Development. On behalf of the Partnership, we are submitting this
request to obtain the Department's approval for an ownership change and an amendment to
the application to reflect a change in the Historically Underutilized Business ("HUB") member,
all as more fully described below.

In the Partnership's tax credit application (the "Application"), O'Brien Companies, LLC, a
Texas limited company and certified HUB ("O'Brien") was identified as a Principal, having a
37.5% interest in Cascade Housing, LLC, a Missouri limited liability company (the "General
Partner"), the general partner of the Partnership. Since the time the Application was
submitted, O'Brien, has made the decision to terminate its participation in future tax credit
transactions to focus on other activities. Please see attached as Exhibit A a letter from Ms. Kelly
O'Brien f/k/a Kelly Holden reflecting her withdrawal from all active tax credit developments.
This turn of events was unforeseeable at the time of the application submission; however, the
remaining principals in the transaction have accepted her request. The Partnership proposes to
have Albatross Development, LLC, a Texas limited liability company and certified HUB
("Albatross") assume the membership interest in the General Partner. O'Brien's withdrawal
will not be implemented until the Department's approval is received.

Atlanta | Austin | Boston | Chicago | Cincinnati | Dallas | Hartford | Hong Kong | Houston | London | Los Angeles | Miami |
New Orleans | New York | Orange County | Providence | San Francisco | Stamford | Washington DC

AUS:0053158/00018:735797v1



March 15, 2018

Page 2

In accordance with Section 10.405(a)(4) of the 2018 Multifamily Rules, we are

submitting this letter as a material amendment to the Application. In support of this request,
we have enclosed the following:

Exhibit B: the organizational charting as presented in the Application, as well as a chart
to show the proposed organizational structure after implementation of the changes
described above.

Exhibit C: organizational documents of Albatross together with a copy of its HUB
Certificate.

Exhibit D:
0 (i) Applicant Eligibility Form;

0 (ii) Previous Participation Certification forms for each of Albatross and Sandra
Watson, the sole member of Albatross; and

0 (iii) a Credit Limit Certification form for Albatross.
Exhibit E: a Statement of No Financial Impact executed by the Partnership.

A check in the amount of $2,500 is enclosed for payment of the amendment processing
fee.

We appreciate the Department's consideration of this request. If there is any additional

information that is needed, please do not hesitate to let us know.

Encl.

CC:

Sincerely,

W@%W

Cynthia L. Bast

Bob Davidson
Vaughn C. Zimmerman

AUS:0053158/00018:735797v1


rrizo
Bast1


EXHIBIT A

Statement of Voluntary Withdrawal
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O'BRIEN COMPANIES, LLC

November 21, 2017

Texas Department of Housing and Community Affairs

221 East 11th Street
Austin, Texas 78701-2410

Re:  TDHCA File Numbers Attached ("Zimmerman Portfolio”)

Dear [Name):

The undersigned, O'Brien Companies, LLC ("Participant’) serves as a member of the
general partner on the attached list of assets ("General Partner"), which is the general partner
in the attached limited partnerships (the "Owner"). Participant is cerfified as an historically
underutilized business (a "HUB"). The Owner is the current owner of the Property. The
Property's LURA requires the ongoing material participation of a HUB, and Participant has been
fulfilling that requirement.

Participant believes that it is in its best interest to withdraw from participation with the
Zimmerman Porifolio so it can focus on other activities, and it has so advised the Owner and
General Partner. Participant's decision to exit the ownership is an action of its own velition and
its participation in the development and operation of the Property has been substantive and

meaningful.
Participant is respectfully requesting TDHCA's approval to remove the ongoing HUB
requirement from the LURA.

AUS:9900001/00000:720985v]
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O'Brien Companies, LLC - HUB Involvement with Zimmerman Properties, LLC Texas Portfolio

Project Name

Chisholm Trails
Country Club
Deer Creek
Dunes

Hampton Chase
Heights
Jacksonville Pines
Knollwoad Heights
Lakeside

Market Place
Milt Creek Village
Riverside Park
Riverstone Trails
Rose Meadows
Wildwood Trails
Winchester Arms
Sunset Arbor
Cascade Villas

City

Vernon
Pecos
Leveland
Seminole
Palestine
Big Spring
Jacksonville
Big Spring
Mt Pleasant
Brownwood
Longview
Early
Sunnyvale
tevelland
Brownwood
Comanche
Abilene
Wichita Falls

Wilhoit O’'Brien Development, LLC
ZP- O'Brien Development, LLC

State

TX

TX

RIAR

RL
LB
LES
Lb
X
T
™
LES

TX

TOMCA &

06-229
06-125
07-117
12-243
05-184
07-115
06-128
04-250
07-118
05-185
03-028
14-122
12-221
13-129
04-2a6
13-128
99-126
17-225

Partnership
Name

Vernon Campus View Apartments, LP
Pecos Country Club Apartments, LP
Levelland Deer Creek Apartments, LP
Seminole Dunes, LP

Palestine Hamptan Chase Apartments, LP
Big Spring Heights Apartments, LP
Jacksonville Pines Apartments, LP
Knollwood Heights Apartments, L9

Mt Pleasant Lakeside Apartments, LP
Market Place Apartments, LP

Mill Creek Housing Apartments, LP

Early Riverside Park Apartments, LP
Sunnyvale Riverstone Trails Apartments, LP
Leveliand Rose Meadows Apartments, LP
Wildwood Trails Apartments, LP
Winchester Arms, L9

Townhomes at Sunset Arbor, LP

Cascade Villas, LP

£ee Developer
Fee Developer

General
Partner

Vernon Campus View Housing, LLC
Pecos Country Club Housing, LLC
tevelland Deer Creek Housing, LLC
Seminofe Dunes Housing, LLC
Zimmerman-Q'Brien Housing, LLC

Big Spring Heights Housing, LLC
Jacksonville Pines Housing, LLC
Knollwood Heights Housing, LC

Mt Pleasant Lakeside Housing, LLC
Market Place Housing, LLC

Mill Creek Housing Investments, LLC
Early Riverside Park Housing, LLC
Sunnyvale Riverstone Trails Housing, 14C
Leveltand Rose Meadows Housing, LLC
Wildwood Trails Housing, LLC
Winchester Arms Housing, LLC

Sunset Arbor Housing, LLC

Cascade Housing, LLC

HUB % of
General Partner

10.00%
10.00%
10.00%
51.00%
51000
10.00%
10.00%
10.00%
10.00%
5L.00%
10.00%
37.50%
531.00%
37.50%
10.00%
37.50%
51.00%
37.50%

1.00%
5.00%



EXHIBIT B

Organizational Charts (From Application and Proposed)
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CURRENT

Cascade Villas, LP
a Missouri limited partnership
EIN:
60 Units - Wichita Falls, TX

Cascade Housing, LLC

a Missouri LLC .
EIN: Limited Partner

General Partner -.01% 99,999%,

Raymond James Tax Credit Funds, Inc.

VCZ Development, LLC O'Brien Companies, LLC

a Missouri LLC, a Texas LLC
62.5% Managing Member 37.5% HUB Member

Vaughn C. Zimmerman Revocable Trust Kelly Holden
U/A dated May 5, 1995, as restated Sole Member and
Sole Member and
Managing Member

Managing Member

Vaughn C. Zimmerman,
Trustee




PROPOSED

Cascade Villas, LP
a Missouri limited partnership
EIN:
60 Units - Wichita Falls, TX

Cascade Housing, LLC

a Missouri LLC .
EIN: Limited Partner

General Partner -.01% 99,999%,

Raymond James Tax Credit Funds, Inc.

VCZ Development, LLC Albatross Development, LLC

a Missouri LLC, a Texas LLC
62.5% Managing Member 37.5% HUB Member

Vaughn C. Zimmerman Revocable Trust Sandra Lynn Watson
U/A dated May 5, 1995, as restated Sole Member and
Sole Member and
Managing Member

Managing Member

Vaughn C. Zimmerman,
Trustee
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
APRIL 26, 2018

Presentation, discussion, and possible action regarding a material amendment to the Housing Tax
Credit (“HTC”) Application and a change in the ownership structure of the Development Owner,
Developer, and Guarantors prior to issuance of IRS Form(s) 8609 for Blue Flame Apartments
(HTC #17330)

RECOMMENDED ACTION

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

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

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

sell the Development in whole or voluntarily end their control prior to the issuance
of 8609s;

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

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

NOW, therefore, it is hereby

RESOLVED, that the requested application amendments and changes to the
Development Owner, Developer and Guarantor for Blue Flame Apartments are
approved as presented at this meeting, and the Executive Director and his designees
are cach authorized, directed, and empowered to take all necessary action to
effectuate the Board’s determination contingent on any Executive Award Review
and Advisory Committee (“EARAC”) recommendation or additional conditions as a
result of previous participation review.

BACKGROUND

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

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

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

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

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

Application Amendment

Development Site: 0.32 acres

Units: 150

Density: 468.75 units/acte

Residential Buildings: 1

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

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

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

Residential Net Rentable SF: 113,210

Development Site: 0.32 acres

Units: 120

Density: 375.00 units/acre (-20%)

Residential Buildings: 1

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

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

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

Residential Net Rentable SF: 84,368
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Material Alterations as defined in Texas Government Code §2306.6712(d) and 10 TAC §10.405(a)(4)

Application Amendment
HTC # of Unit HTC # of Unit
Units Units # BRs # Baths | Size Units Units # BRs # Baths | Size
30% 1 0 1 705 30% 1 0 1 705
50% 1 0 1 705 50% 1 0 1 705
60% 2 0 1 789 60% 2 0 1 789
30% 1 1 1 673 30% 10 1 1 673
50% 2 1 1 673 50% 2 1 1 673
50% 13 1 1 781 60% 12 1 1 781
50% 8 1 1 657 50% 7 1 1 781
60% 22 1 1 657 30% 1 1 1 781
60% 30 1 1 668 50% 14 1 1 657
60% 30 1 1 750 60% 22 1 1 657
MR 30 2 1 969 60% 24 1 1 668
60% 24 1 1 750
30% units: 12 30% units: 12
50% units: 24 50% units: 24
60% units: 84 60% units: 84
MR units: 30 MR units: 0

Basement Floor:

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

Application

Amendment

Ground Flootr:

Bike Storage
592 SF

Ground Floor:

] B
B LEASABLE OFFICE T
8760 SF
Al G
5l = ——EL L L L]
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Material Alterations as defined in Texas Government Code §2306.6712(d) and 10 TAC §10.405(a)(4)

Application

Amendment

Floor 15:

Corridor
1577 SF

Storage
539 SF
.

Floor 16:

Corridor
1577 SF

§i0rage

Unit Type D|
657 SF

Floor 15:

]
= LEASABLE OFFICE
8760 SF
Al
Al eS| 3| g3l [

AR | 1
ELEVATOR LOBBY DN UP |
ARER % =
2600 7 ~ :
?_._ A
L :
FUTURE OFF|CE SPACE - -
[ | Historic cowsonents o
BE RETAINED
L= : i
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Changes in Common Area Square Footage

In addition to changes affecting the number of units, square footage, residential density, and
architectural design, the Applicant’s amendment also requests approval for material reductions to
the common area square footage of the basement (from 3,792 square feet previously counted for
only the basement level at initial underwriting for the laundry, fitness center, theater room, and
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community room to the comparable 2,222 square feet for the laundry, office, and community
room/warming kitchen/dining room on the basement level replacing these spaces at the time of
amendment, for a total reduction of 1,570 square feet or 41.40%).

Staff realized, however, that in reviewing the initial architectural drawings alongside those proposed
at amendment, that the original common area square footage stated in the underwriting report only
included common area on the basement floor and had not included additional office and bike
storage spaces noted on the initial plans on the ground floor. As a result, staff re-reviewed both the
basement and ground floor common areas for total common area space (which, in this case, staff
examined as all space except leasable space available to commercial tenants). Based on this review, it
appears that the original application proposed total non-leasable/common atrea space of 14,618
square feet on the basement and ground floor levels of the building and 10,149 leasable square feet
on the basement and ground floor levels; at amendment, the request shows total non-
leasable/common area space of 13,321 squate feet on the basement and ground floor levels and
11,110 leasable square feet on the basement and ground floor levels, showing a total decrease of
1,297 squate feet in the non-leasable/common area space, or a 8.87% decrease in common atea
square footage, which still results in a material change.

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

Non-Material Changes in Parking

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

Changes in Development Costs & Financing

The Owner was asked to submit a revised property condition assessment (“PCA”) for the evaluation
of the amendment and to submit revised financial exhibits to support updated total development
costs. Though the amendment request is for a reduction in units, the revised PCA showed a new
cost estimate of $24,679,613 for hard costs and contractor fees (an increase of 16% from original
application and an increase of 22% in hard costs alone) and new financial exhibits include an
estimated total development cost of $36,450,878 (an increase of 21% from the time of initial
application). The Applicant is now envisioning that a condo regime will be recorded on the Blue
Flame building whereby the building will be split into a residential space owned by the tax credit
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partnership and a commercial space owned by a to be formed commercial partnership, which will
share 22% of the majority of building, financing, and soft costs and which will finance the cost of
the commercial tenants and the reimbursement of construction costs to the tax credit partnership.

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

Real Estate Analysis (“REA”) has re-evaluated the transaction pursuant to Tex. Gov’t Code
23006.6712(b) and has concluded that the Development remains feasible. The analysis is attached to
this Board Action Request.

Changes to Owner, Developer, and Guarantor Structures

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

Additionally, Franklin Development Properties, Ltd. has also come into the Developer structure as a
50% co-Developer (with the same associated entities beneath), replacing the prior co-Developer of
Flame Acquisition Company, LP (which was previously 40% co-Developer) and has become
another Guarantor in the structure in addition to Paisano Housing Redevelopment Corporation,
replacing the other original Guarantor of Flame Acquisition Company, LP. Under the Uniform
Multifamily Rules in 10 TAC §10.406(e), the parties reflected in the Application as having control
must remain in the ownership structure and retain such control prior to release of 8609s or the
completion of construction unless approved otherwise by the Board. A development sponsor,
General Partner or Development Owner may not sell the Development in whole or voluntarily end
their control prior to the issuance of 8609s. Due to the fact that the Franklin entity, in this case, is
replacing the previous Flame Acquisition Company, LP, the Board must approve the proposed
change subject to previous participation review.
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Ownership Structure at Application

Development Owner:

EP Blue Flame, LP
Texas Limited Partnership

Paisano-3 Blue FIﬂ'nlE

60% Member
Managing Member of

. Paisano Blue Flame GP, LLC

Flame Acquisition Company,
40% Member of
Paisano Blue Flame GP, LLC

Paisano Housing
Redevelopment Corporation
Texas S01(c)(3) nonprofit
Sole Member/100% Owner of
Paisano-3 Blue Flame, LLC
HACEP Affiliate

Paul L.

PHRBoard and Officer:
Burt Blacksher, Chairperson/Director

Anna L. Perez, Commissioner/Director

Francisco Ortega. Vice Chairperson/Director

Ei Mavarro, Ci !

Eileen Ki » Commissi fDirector

Gerald Cichon, Chief Executive Officer

Individually
87.43%

Franklin Mountain
GP, LLC
1.00%

Trustees:

Evelyn Ann Janssen
William Brant Chandler
Scott D. Weaver

Owner:
Paul L. Foster
100%: owner

Revised Ownership Structure

Project Partnership

| | EETE

EPR3

General Partner

i

Flame

‘Special Limted Partner
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Developer at Application

Co- Developers

Paisano H Flame Acquisition
Redevelopment i 40% fee
60% fee

Franklin Mountain
Board and Officer: GP, LLC
Burt Blacksher, Chairperson/Director 1.00%
Francisco Ortega, Vice Chairperson/Director
Anna L. Perez, Commissioner/Director
Eileen Karlsruher, Commissioner/Director
Elizabeth Mavarro, Commissioner/Director
Gerald Cichon, Chief Executive Officer
Trustees: Qumner:
Evelyn Ann Janssen Paul L. Foster
‘William Brant Chandler 100% owner

Scott D. Weawer

Revised Developer
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Guarantor at Application

Paisano H: Flame Acquisition
Redevelopment il

Board and Officers:

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

Paul L. Franklin Mountain
Children Ti GP, LLC

Eileen Karlsruher, Commissioner/Director
’ Agreement
Elizabeth Mavarro, Commissioner/Director 11.57% 1.00%
Gerald Cichon, Chief Executive Officer |
Trustees: Owmner:
Paul L. Foster

Evelyn Ann Janssen
William Brant Chandler
Scott D. Weaver

100% owner

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

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

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

Addendum to Underwriting Report

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

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

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

CONDITIONS STATUS

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

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

b: Documentation of a formal Parking Lease Agreement.

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

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

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

2 Receipt and acceptance by 10% test:

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

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

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




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

Status: Pending

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

ANALYSIS

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

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

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

e Elimination of 2 BR units

e Elimination of all 30 Market rate units

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

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

e Office (Floors 14-18).

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

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




ORIGINAL OWNERSHIP STRUCTURE

Development Owner:

EP Blue Flame, LP

Texas Limited Partnership

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

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

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

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

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

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




AMENDED OWNERSHIP STRUCTURE

Project Partnership
EP Blue Flame, LP

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

0o PRI LT ISR LY U L AR 11

| Husing suthorig of the City of E1

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

Gerald 'W. Jichon, Chief Executive Cfficer O3

Anna Louisa Valdez Parez, Board Member 0

= Francksco Ortega, Board Member 0% |

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

Ellesen Karlsruher, Boasd Mesmber 004

Operating Pro Forma

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

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

Underwritten DCR decreases from 1.19 at original underwriting to 1.15.

Development Cost

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

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




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

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

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

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

Sources of Funds

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

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

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

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

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

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

Underwriter: Diamond Unique Thompson

Manager of Real Estate Analysis: Thomas Cavanagh

Director of Real Estate Analysis: Brent Stewart




UNIT MIX/RENT SCHEDULE

Blue Flame, El Paso, 9% HTC #17330

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

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

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

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

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

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

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

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




STABILIZED PRO FORMA

Blue Flame, El Paso, 9% HTC #17330

STABILIZED FIRST YEAR PRO FORMA

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

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

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

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




CAPITALIZATION / TOTAL DEVELOPMENT BUDGET / ITEMIZED BASIS

Blue Flame, El Paso, 9% HTC #17330

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




CAPITALIZATION / DEVELOPMENT COST BUDGET / ITEMIZED BASIS ITEMS

Blue Flame, El Paso, 9% HTC #17330

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

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

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

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

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

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

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

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




Long-Term Pro Forma

Blue Flame, El Paso, 9% HTC #17330

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

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

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




S x

Asset Management Division

Amendment Request Form

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

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

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

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

DEVELOPMENT INFORMATION

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

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

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

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

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

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

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

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

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

Asset Management Amendment Request Form - 1
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SECTION 3A: MATERIAL APPLICATION AMENDMENT ITEMS

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

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

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

] Evidence supporting the need for the adjustment in units

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

SECTION 3B: MATERIAL LURA AMENDMENT ITEMS

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

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

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

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

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

SECTION 4A: NON-MATERIAL APPLICATION AMENDMENT SUMMARY

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

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

Identify non-material amendments requested to the LURA:

Short Summary Regarding LURA Changes

SECTION 4C: NOTIFICATION ITEM SUMMARY

Identify any notification items from the time of application:

Short Summary Regarding LURA Changes

Asset Management Amendment Request Form - 2
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November 30, 2017

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

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

Dear Ms. DeBellas:

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

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

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

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

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

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

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




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

Threshold 2 Changes to common amenities to better serve the population

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

0 Fitness room was replaced with a Service Coordinator Office

0 Theatre room was replaced with a Community Dining with warming

kitchen area.

0 A business center was added to the common spaces

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

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

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

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

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

Impact: No impact on development cost.

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

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

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

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

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



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

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

Impact: No impact to the utility allowances.

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

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

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

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

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

Impact: There is no change to LIHTC Credit Equity.

Threshold 10 Parking Reguirements

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

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



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

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

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

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

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

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

Sincerely,

S Cloiloi i

Sarah Anderson

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



ANN BENSON MCGLONE, LLC

PRESERVATION m ARCHITECTURE m URBAN DESIGN

November 15, 2017

Ryan G. Wilson

Executive Vice President, Development
Franklin Companies

21260 Gathering Oak, Ste 101

San Antonio, Tx 78260

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

Dear Ryan,

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

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

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

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

Please let me know if we need to discuss further.

Sincerely,

Ann McGlone, AIA
Principal

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



MEETING MINUTES

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

Project:

Blue Flame Building
Alamo Architects Job No. 2017-60

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

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

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

Report By: Beverly Baldwin, submitted

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

CURRENT TOTAL / AVG.

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

NEW TOTAL / AVG.

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

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

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

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




SPECIFICATIONS AND BUILDING/UNIT TYPE CONFIGURATION

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

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

Specifications and Amenities (check all that apply)

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

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

Number of Parking
Spaces(consistent with
Architectural Drawings):

Free Paid

Free Paid

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

:: Uncovered Spaces

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

E% Ceramic Tile

Ceiling Height

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

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

Supportive Housing Applicants Only

IO O

Net Rentable Square Footage from Rent Schedule

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

Ensure that this number matches your architectural drawings.

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

The lesser of these two numbers added to NRA:

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

6,000

84,368
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Footnotes:
! Anitemized description of all "other” costs must be included at the end of this exhibit.
% All Off-Site costs must be justified by a Third Party engineer in accordance with the Department's format provided in the Offsite Cost Breakdown form.

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

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

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

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



Exhibit G

Blue Flame Cost Schedule

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

Existing building acquisition cost

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

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

Off-site concrete

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

Sewer lateral(s)

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

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

Rough grading

Fine grading

On-site concrete

Omn-site electrical

Om-site paving

On-site utilities

Decorative masonry

Bumper stops, striping & signs

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

BUILDING COSTS:
Concrete [ 40,000 31,200 8,300
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Engineering fees

Real estate attorney/other legal fees

Accounting fees

Impact fees

Building permits & related costs

Appraisal

Market analysis

Environmental assessment

Soils report

Survey

Marketing

Hazard & liability insurance

Real property taxes

Personal property taxes

Tenant relocation expenses
Asbestos/LBP Testing/RPCA
FF&E

Subtotal Soft Cost

FINANCING:
CONSTRUCTION LOAN

Interest

Loan origination fees

Title & recording fees

Closing costs & legal fees

Inspection fees

Credit Report

Discount Points
Prepaid MIP

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

Other (specify)

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

50,000 39,000 11,000

353,500 275,730 77,770

35,000 27,300 7,700

0

74,250 57,915 16,335

12,000 9,360 2,640

10,280 8,018 2,262

25,000 19,500 5,500

0

18,000 14,040 3,960

1,000 780 220

27,720 21,621 6,099

0

0

120,000 120,000 0

20,000 15,600 4,400

148,000 148,000 0

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

816,838 637,133 179,705

117,750 91,845 25,905

85,000 66,300 18,700

75,000 58,725 16,275

18,000 14,040 3,960
0 0

0

24,000 18,720 5,280

0

117,750 91845 25,905

15,000 11700 3,300

35,000 27300 7,700

0 0

0

0

0

0

0

0

410,000 319,300 90,200

85,236 66,484 18,752

0 0

30,000 23,400 6,600

0




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







Rent Schedule (Continued)

% of LI

% of Total

HOUSING
TRUST
FUND

HTF30%
HTFA0%
HTF50%
HTF60%
HTF80%
HTF LI Total
MR

MR Total

HTF Total

DIRECT LOAN

30%

LH/50%
HH/60%
HH/80%
[pirect Loan Ui Total |
EO
MR
MR Total |

Direct Loan Total

Q10 O O O O 0 0o ojJo|jlo o c o O O O O

OTHER

Total OT Units

120

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

ACQUISITION + HARD
Cost Per Sq Ft

HARD
Cast Per Sq Ft

BUILDING
Cost Per Sq Ft

$107.50 entered there.

DO NOT USE THIS CALCULATION TQ

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







502-881-1977
d.miller@pnc.com

Dan Miller 11/14/2017
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MO HUNT

CADl mummms
March 5, 2018

Ryan Wilson

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

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

("IRC")

Dear Mr. Wilson:

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

Investment Entity:

Tax Credits Available:

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

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

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

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

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



Ryan Wilson

Blue Flame Apartments
March 5, 2018

Page 2 of 6

Net Credit Price to Partnership.

Net Capital Contribution:

Equity Proceeds Pay-In Schedule:

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

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

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

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

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

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

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



Ryan Wilson

Blue Flame Apartments
March 5, 2018

Page 3 of 6

Obligations of the General
Partner and Guarantor(s):

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

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

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

Development Completion  Guaranty: The GP and

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

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

The obligations of the GP shall be guaranteed by GP,
Developer and its principals (the “Guarantors™).



Ryan Wilson

Blue Flame Apartments
March 5, 2018
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Asset Management Fee (AMF):
Syndicator Costs:

Developer Fee:

Cash Flow Split:

Residual Split:

$7,500 annually
$60,000

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

Cash Flow to the Partnership shall be distributed as
follows:

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

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

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

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

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

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

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

Sale and Refinancing Proceeds will be distributed as
follows:

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

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

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

Other Terms and Conditions:

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

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

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

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

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

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

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

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

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

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

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

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

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

Executive Vice President
Hunt Capital Partners, LLC

AGREED and ACCEPTED:

Paisano Blue Flame GP, LL.C

By:

Date
Name:

Title:

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

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

Blue Flame
February 12,2018

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

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

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

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

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

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

Applicant: Franklin Development and Paisano Housing Redevelopment Corp

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

LIHTC Investor/

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

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

Loan Security:

Construction Phase

Recourse Guarantees:

Guarantees,
Permanent Phase:

Environmental
Indemnity:

Closing:

Closing Date:

CONSTRUCTION PHASE

Construction Phase
Loan Amount:

Term:

Construction Phase
Interest Rate:

Availability:

Loan in Balance:

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

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

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

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

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

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

May, 2018 (estimated)

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

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

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

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

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

Prepayment and
Yield Maintenance:

Interest Reserve:

Budget and

Contingencies:

General Contractor and
Bonding Requirements:

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

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

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

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

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

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

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

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

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

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

PERMANENT PHASE

Permanent Phase
Loan Amounts:

Term/Amortization:

Yield Maintenance
Period:

Permanent Phase
Interest Rates:

Conversion to
Permanent Phase
Requirements:

Debt Service Coverage:

Loan-to-Value:

Replacement Reserve:

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

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

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

15/35 years

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

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

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

A minimum of 1.15 to 1.00.

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

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

OTHER

Appraisal, Environmental,

Plan/Cost Reviews:

Property Tax

Abatements, Incentives:

Developer Fee:

FEES & EXPENSES

Application Fee:

Origination Fee:

CITT Legal Fees (es?):

Course of Construction
Inspections (es?):

Construction Term
Extension Fee:

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

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

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

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

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

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

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

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

$TBD/monthly report.

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

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

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

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

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

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

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

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

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

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

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

March 5. 2018

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

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

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

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

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

Executive Director

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

El Paso, TX 79905

Dear Mr. Cichon:

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

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

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

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

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

www.hud.gov espanol.hud.gov




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

Within 30 days of CHAP issuance, you must confirm your acceptance of a CHAP by
submitting an application into the Inventory Removals module in PIC in order to identify
the units that will be removed from public housing Annual Contributions Contract (ACC) when
the project completes conversion. HUD has made instructions for submiiting a Removal
Application into PIC available at www.hud.gov/rad.! Failure to submit a Removal application
into PIC will result in a suspension of the CHAP and a revocation if not corrected within a
reasonable time period. Contact your PIH Field Office if you have any que<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>