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Texas Department of Housing and Community Affairs

PROGRAMMATIC IMPACT IN FISCAL YEAR 2018

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 that were served and total funding either administered or pledged for Fiscal Year 2018
(September 1, 2017 through August 31, 2018) — 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: 14,832
Total Funding: $1,460,067,840

Single Family Homebuyer Assistance, New Construction,
Rehabilitation, Bootstrap, and Contract for Deed:
Assists with the purchase, construction, repair, 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: 257
Total Funding: $15,545,196

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: 8,018
Total Funding: $1,279,041,464

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: 1,729
Total Funding: $10,145,027

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: 2,667
Total Funding: $21,395,454

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: 48,886
Total Funding: $12,811,075

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

Total Households Served: 151,141
Total Funding: $108,351,163

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

Total Individuals Served: 385,869
Total Funding: $37,322,167

Sources: this data comes from the TDHCA 2019 State Low Income Housing Plan and Annual Report draft. Multifamily New Construction & Rehab data come from the most
recent award logs from FY2018 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.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
GOVERNING BOARD MEETING

AGENDA
8:00 AM
OCTOBER 10, 2019

Texas Capitol Extension, E1.028
1100 Congress Ave
Austin, Texas 78701
CALL TO ORDER
ROLL CALL J.B. Goodwin, Chair
CERTIFICATION OF QUORUM

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

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

CONSENT AGENDA

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

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

EXECUTIVE

a) Presentation, discussion, and possible action on Board meeting minutes summaries GJ BealucEcclesI
for June 27, 2019 and July 25, 2019 eneral Counse
LEGAL

b) Presentation, discussion, and possible action regarding the adoption of an Agreed Jeffrey T. Pender

. . . . . . Deputy G 1C |
Final Order concerning related scattered site properties Mitay Inc Scattered Site cpuly Beneral Fotnse

(HTC 92009 / CMTS 1026), 2512 Thorne (HTC 70046 / CMTS 2344), 2904 Walnut
(HTC 70054 / CMTS 2345), 1213 Pecan (HTC 70083 / CMTS 912), and 2503 N Wilson
(HTC 70084 / CMTS 913)

c) Presentation, discussion, and possible action regarding the adoption of an Agreed
Final Order concerning Weldon Blackard (HOME 539112 / CMTS 2706)

ASSET MANAGEMENT
d) Presentation, discussion, and possible action a Material Amendment to the Housing Rosalio Banuelos
Tax Credit Land Use Restriction Agreement Asset Maﬂ';g‘;ﬁ;ﬁ{
01150 Limestone Ridge Apartments Big Spring
HOME AND HOMELESSNESS PROGRAMS
e) Presentation, discussion, and possible action on 2020 Homeless Housing and Abigail Versyp

. . . . Di f HOME and
Services Program Youth Set-Aside funds for the City of San Antonio Ho,;ff;‘;;‘;ss progr::qs



f)

g)

h)

j)

k)

RULES

Presentation, discussion, and possible action on an order proposing amendments to
10 TAC §8.7, Tenant Selection and Screening; an order proposing amendments to 10
TAC §23.61, Tenant-Based Rental Assistance (TBRA) General Requirements; and
directing their publication in the Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC §2.203, Termination and Reduction of Funding for CSBG Eligible Entities; an
order adopting new 10 TAC §2.203, Termination and Reduction of Funding for CSBG
Eligible Entities; an order adopting the repeal of 10 TAC §2.204, Contents of a
Quality Improvement Plan; an order adopting new 10 TAC §2.204, Contents of a
Quality Improvement Plan; and directing that they be published for adoption in the
Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 21, Minimum Energy Efficiency Requirements for Single Family
Construction Activities, an order adopting new 10 TAC Chapter 21, Minimum Energy
Efficiency Requirements for Single Family Construction Activities, and directing their
publication in the Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 24, Texas Bootstrap Loan Program Rule, and an order adopting new 10
TAC Chapter 24, Texas Bootstrap Loan Program Rule, and directing their publication
for public comment in the Texas Register
BOND FINANCE

Presentation, discussion, and possible action on Inducement Resolution No. 20-002
for Multifamily Housing Revenue Bonds Regarding Authorization for Filing
Applications for Private Activity Bond Authority
19611 Granada Terrace

19613 THF 333 Holly

19614 THF The Pines The Woodlands

19615 Oaks on Clark San Antonio

Presentation, discussion, and possible action on Resolution No. 20-003 Authorizing
the Execution of an Irrevocable Instructions and Agreement relating to the
Multifamily Housing Mortgage Revenue Bonds for Churchill at Pinnacle Park Series
2004

Presentation, discussion, and possible action on Resolution No. 20-004 authorizing
request to the Texas Bond Review Board for annual waiver of Single Family
Mortgage Revenue Bond set-aside requirements; authorizing the execution of
documents and instruments relating thereto; making certain findings and
determinations in connection therewith; and containing other provisions relating to
the subject

Houston
The Woodlands

CONSENT AGENDA REPORT ITEMS

a)

b)

ITEM 2: THE BOARD ACCEPTS THE FOLLOWING REPORTS:

Outreach and Activities Report (Sept-Oct)

Report on the closing of the Department’s 2019 Series A Single Family Mortgage
Revenue Bonds

Report regarding a Request for Proposal for Underwriters issued by the Texas
Department of Housing and Community Affairs

Brooke Boston
Director of
Programs

Gavin Reid
Manager, Planning &
Training

Raul Gonzales
Director of
OCIl, HTF, NSP Division

Teresa Morales
Director of
Multifamily Bonds

Monica Galuski
Director of
Bond Finance

Michael Lyttle
Director of
External Affairs

Monica Galuski
Director of
Bond Finance



d) Report regarding a Request for Proposal for TBA Program Administrator issued by

the Texas Department of Housing and Community Affairs

e) Report regarding a Request for Proposal for Mortgage Warehouse Facility issued by

the Texas Department of Housing and Community Affairs

ACTION ITEMS

a)

b)

a)

b)

c)

d)

ITEM 3: GOVERNING BOARD

Presentation, discussion, and possible action on the election of Governing Board
Officers for the upcoming biennium pursuant to Tex. Gov't Code §2306.030
ITEM 4: COMPLIANCE

Presentation, discussion, and possible action on Dispute of the Compliance
Division’s assessment of the Applicant’s compliance history to be reported to the
Executive Award Review Advisory Committee for Estates at Shiloh (19439)
ITEM 5: HOME AND HOMELESSNESS PROGRAMS

Presentation, discussion, and possible action on 2020 Ending Homelessness Fund
Awards

Presentation, discussion, and possible action on an amendment to the 2018
Emergency Solutions Grants Program Contract for Youth and Family Alliance dba
LifeWorks

ITEM 6: ASSET MANAGEMENT

Presentation, discussion, and possible action regarding a Material Amendment to
the Housing Tax Credit Application
18235 Memorial Apartments
ITEM 7: RULES

Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC Chapter 10 Subchapter E, Post Award and Asset Management Requirements,
and an order proposing new 10 TAC Chapter 10 Subchapter E, Post Award and Asset
Management Requirements, and directing their publication for public comment in
the Texas Register

Presentation, discussion, and possible action on amendments to 10 TAC §10.602
Notice to Owners and Corrective Action Periods; §10.605 Elections under IRC §42(g);
§10.607 Reporting Requirements; §10.609 Notices to the Department; §10.610
Written Policies and Procedures, §10.611 Determination, Documentation and
Certification of Annual Income; §10.612 Tenant File Requirements; §10.613 Lease
Requirements; §10.614 Utility Allowances; §10.615 Elections under IRC §42(g);
Additional Income and Rent Restrictions for HTC, Exchange, and TCAP
Developments; §10.616 Household Unit Transfer Requirements for All Programs;
§10.617 Affirmative Marketing Requirements, §10.618 Onsite Monitoring; §10.622
Special Rules Regarding Rents and Rent Limit Violations; §10.623 Monitoring
Procedures for Housing Tax Credit Properties After the Compliance Period; §10.624
Compliance Requirements for Developments with 811 PRA Units; and Figure
§10.625; and directing that they be published for public comment in the Texas
Register

Presentation, discussion, and possible action on the proposed repeal of 10 TAC
Chapter 13, the Multifamily Direct Loan Rule, and the proposed new 10 TAC Chapter
13, the Multifamily Direct Loan Rule, and directing the publication for public
comment in the Texas Register

Presentation, discussion, and possible action on an order proposing new 10 TAC,
Chapter 10, Subchapter G, Affirmative Marketing Requirements and Written Policies

McAllen

J.B. Goodwin
Chair

Patricia Murphy
Director of Compliance

Abigail Versyp
Director of HOME and
Homelessness Programs

Rosalio Banuelos
Director of
Asset Management

Rosalio Banuelos
Director of
Asset Management

Patricia Murphy
Director of
Compliance

Andrew Sinnott
Multifamily Loan Programs
Administrator

Cate Tracz
Manager of
Fair Housing



f)

g)

a)

b)

d)

f)

g)

h)

and Procedures, and directing its publication for public comment in the Texas
Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 20, Single Family Programs Umbrella Rule, and an order adopting new
10 TAC Chapter 20, Single Family Programs Umbrella Rule, and directing their
publication in the Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 26, Texas Housing Trust Fund Rule, and an order adopting new 10 TAC
Chapter 26, Texas Housing Trust Fund Rule, and directing their publication in the
Texas Register

Presentation, discussion, and possible action on an order proposing the repeal of 10
TAC Chapter 90, Migrant Labor Housing Facilities; an order proposing new 10 TAC
Chapter 90, Migrant Labor Housing Facilities; and directing its publication for public
comment in the Texas Register

ITEM 8: MULTIFAMILY FINANCE

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

17028 The Vineyard on Lancaster
17295 Legacy Trails of Decatur
17327 Legacy Trails of Lindale

17736 Providence at Ted Trout Drive
17290 Golden Trails

17259 Mistletoe Station

Fort Worth
Decatur
Lindale
Hudson
West

Fort Worth

Presentation, discussion, and possible action on a timely filed appeal of the
expiration of a Commitment of Housing Tax Credits for 19223 Bamboo Estates

Apartments

Presentation, discussion,

and possible action

regarding the issuance of a

Determination Notice for 4% Housing Tax Credit Applications

19407 Norwood Estates
19436 Bridge at Granada
19440 Ventura at Parmer
19441 Decker Lofts
19437 Residences at Stillwater
Presentation, discussion,

and possible action

Austin
Austin
Austin ETJ
Austin ETJ
Georgetown

regarding the issuance of a

Determination Notice for 4% Housing Tax Credit Applications and a determination of
eligibility under 10 TAC §11.101 of the Qualified Allocation Plan

19429 Govalle Terrace
19433 Wayman Manor

Austin

Temple

Presentation, Discussion and Possible Action on a Determination regarding Eligibility
under 10 TAC §11.101(a)(3) related to Neighborhood Risk Factors for Bridge at
Canyon View (#19411) in Austin

Presentation, discussion, and possible action on a Determination Notice for Housing
Tax Credits and an Award of Direct Loan Funds (#19418, Bridge at Loyola Lofts,
Austin)

Presentation, discussion, and possible action regarding a determination of eligibility
under 10 TAC §13.5(d)(2) of the 2018 Multifamily Direct Loan Rule

18509 El Sereno Apartments Cibolo

Presentation, discussion and possible action regarding an Award of Direct Loan

Raul Gonzales
Director of
OCI, HTF, NSP Division

Tom Gouris
Director of HOME and
Special Initiatives

Marni Holloway
Director of
Multifamily Finance

Teresa Morales
Director of
Multifamily Bonds

Andrew Sinnott
Multifamily Loans Program
Administrator



funds from the 2019-1 Multifamily Direct Loan Notice of Funding Availability
19503 Sierra Royale Robstown

i) Presentation, discussion, and possible action on the Fifth Amendment to the 2019-1
Multifamily Direct Loan Annual Notice of Funding Availability and approving its
publication in the Texas Register

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.B. 5002:".“
alr

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

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

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

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

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

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

ADJOURN

To access this agenda and details on each agenda item in the board book, please visit our website at
www.tdhca.state.tx.us or contact Michael Lyttle, 512-475-4542, TDHCA, 221 East 11t 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 MelLissa Nemecek, ADA Responsible Employee, at 512-475-3959 or Relay Texas at 1-800-735-
2989, at least five days before the meeting so that appropriate arrangements can be made. Non-
English speaking individuals who require interpreters for this meeting should contact Elena Peinado,
512-475-3814, at least five days before the meeting so that appropriate arrangements can be made.


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

Personas que hablan espafiol y requieren un intérprete, favor de llamar a Elena Peinado, al siguiente
nimero 512-475-3814 por lo menos cinco 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 30.07, Penal Code (trespass by license holder with an openly carried handgun), a
person licensed under Subchapter H, Chapter 411, Government Code (handgun licensing law), may not
enter this property with a handgun that is carried openly.

De acuerdo con la seccién 30.07 del cédigo penal (ingreso sin autorizacién de un titular de una licencia
con una pistola a la vista), 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

a la vista.
THIS RESTRICTION IS APPLICABLE TO THE IDENTIFIED MEETING ROOM ON THIS DATE AND DURING THE MEETING OF THE
GOVERNING BOARD OF THE TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS



CONSENT AGENDA
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BOARD ACTION REQUEST
BOARD SECRETARY
OCTOBER 10, 2019

Presentation, discussion, and possible action on Board meeting minutes summaries for June 27,
2019, and July 25, 2019

RECOMMENDED ACTION

Approve the Board meeting minutes summaries for June 27, 2019, and July 25,
2019

RESOLVED, that the Board meeting minutes summaries for June 27, 2019, and
July 25, 2019, are hereby approved as presented.




Texas Department of Housing and Community Affairs Governing Board
Board Meeting Minutes Summary
June 27, 2019

On Thursday, the twenty-seventh day of June 2019, 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. 15t
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 Reséndiz

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) The Board did not hear Action Item 3 — Presentation, discussion, and possible action on the
election of Governing Board Officers for the upcoming biennium pursuant to Tex. Gov't Code
82306.030 - as it was pulled from the agenda.

3) Action Item 4 — Report on the meeting of the Internal Audit and Finance Committee (i.
Approval of the updated FY 2020 Operating Budget; and ii. Approval of the FY 2020 Housing
Finance Division Budget) — was presented by Sharon Thomason, Chair of the TDHCA Board
Audit and Finance Committee. The Board heard the report and approved unanimously both
budgets as presented.

4) Action Item 5 — Presentation, discussion, and possible action on the 2020-2021 State
Housing Trust Fund Biennial Plan — was presented by Raul Gonzales, TDHCA Director of
OCI/HTF/NSP. The Board unanimously approved staff recommendation to approve the plan
and submit to the appropriate legislative offices.

5) Action Item 6 — Presentation, discussion, and possible action on a Dispute of the Compliance
Division’s assessment of the Applicant’s compliance history to be reported to the Executive
Award Review Advisory Committee (listed below) — was presented by Patricia Murphy, TDHCA



Director of Compliance, with additional information from David Cervantes, TDHCA Acting
Director, and Mr. Eccles.

19094 Laurel Vista Beaumont
19095 Sagebrush Terrace Jarrell
19179 Riverwood Commons Il Bastrop
19228 Chaparral Apartments Midland
19232 The Commons at St Anthony’s Midland
19414 DeWetter Apartments El Paso
19415 Kathy White Apartments El Paso
19340 Nuestra Sonora El Paso
19344 Patriot Place El Paso

The Board unanimously approved staff recommendation of approving the applicant disputes for
subitems 19094, 19095, 19179, 19228, and 19232.

Following public comment (listed below), and other evidence presented to the Board, the
Board unanimously denied staff recommendation to uphold the compliance assessment and
render these applications ineligible and approved the applicant dispute for subitems 19414,
19415, 19340, and 19344.

e Kent Hance, attorney representing the Housing Authority of the City of El Paso, testified
in opposition to staff recommendation

6) Action Item 7(a) — Report of remanded Third Party Request for Administrative Deficiency
under 10 TAC §11.10 of the 2019 Qualified Allocation Plan for #19315 Hammack Creek
Apartments — was presented by Marni Holloway, TDHCA Director of Multifamily Finance. The
Board heard and unanimously accepted the report.

7) Action Item 7(b) — Presentation, discussion and possible action on a request for return and
reallocation of tax credits under 10 TAC 811.6(5) related to Credit Returns Resulting from Force
Majeure Events for Application #18269, 2400 Bryan — was presented by Ms. Holloway. The
Board unanimously approved staff recommendation to treat the application under the force
majeure rule, subject to the 2018 Qualified Allocation Plan and the 2019 program calendar.

8) Action Item 7(c) — Presentation, discussion and possible action on timely filed appeals for
19013 Our Lady of Charity Apartments, San Antonio; 19126 3104 Division Lofts, Arlington;
19158 Pendleton Square, Harlingen; 19215 West Ridge Apartments, Pharr; 19307 Briarwest
Apartments, Houston; and 19368 Sweetwater Springs, Sweetwater — was presented by Ms.
Holloway with additional information from Brent Stewart, TDHCA Director of Real Estate
Analysis, and Mr. Eccles.



Following public comment (listed below), the Board unanimously approved staff
recommendation to deny the appeals from 19013, 19158, 19215, and 19368; and unanimously
denied staff recommendations, approving applicant appeals, from subitems 19126 and 19307.

e Ryan Wilson, Franklin Companies and representing co-developer on 19013, testified in
opposition to staff recommendation on subitem 19013

e Michael Lyttle, TDHCA Director of External Affairs, read letters into the record in
opposition to staff recommendation for subitem 19013 from the Honorable Peter P.
Flores, State Senator, District 19, and the Honorable Barbara Gervin-Hawkins, State
Representative, District 120

e Cynthia Bast, Locke Lord attorney representing a competing application of subitem
19013, testified in support of staff recommendation

e Chip Collins, Alamo Architects, provided additional information on subitem 19013

e Henry Flores, developer, provided additional information on subitem 19013

e Barry Palmer, Coats Rose attorney and representing the developer on subitem 19013,
testified in opposition to staff recommendation

e Sarah André, applicant on subitem 19126, testified in opposition to staff
recommendation

e Linda Brown, Casa Linda Development Corporation, testified in support of staff
recommendation on subitem 19126

e John Shackelford, attorney representing the applicant on subitem 19158, testified in
opposition to staff recommendation

e Ms. Bast, attorney representing a competing application to subitem 19158, testified in
support of staff recommendation

e Lora Myrick, BETCO Consulting and representing the applicant on subitem 19158,
testified in opposition to staff recommendation

e Mr. Palmer, attorney representing a competing application to subitem 19158, testified

in support of staff recommendation

e Ron Bibbs, City of Houston, testified in opposition to staff recommendation on subitem
19307

e Ms. Andreé testified in support of staff recommendation on subitem 19307

e Nathan Kelly, Blazer Residential and the applicant for subitem 19307, testified in
opposition to staff recommendation

e Joel North, Bridge Shore Development, testified in support of staff recommendation on
subitem 19307

e Andrea Steel, Coats Rose attorney representing the applicant on subitem 19307,
testified in opposition to staff recommendation

e Claude Foster, Houston resident, testified in opposition to staff recommendation on
subitem 19307

e Tamea Dula, Coats Rose attorney representing the applicant on subitem 19307, testified
in opposition to staff recommendation



e Matt Fuqua, Blazer Residential and the applicant for subitem 19307, testified in
opposition to staff recommendation

e Mr. Palmer, attorney representing the applicant on subitem 19307, testified in
opposition to staff recommendation

e Charlie Duncan, Texas Housers, testified in support of staff recommendation on subitem
19307

e Isabelle Atkinson provided additional information on subitem 19307

e Robbye Meyer, Arx Advantage, testified in opposition to staff recommendation on
subitem 19368

e Mr. Shackelford, attorney representing a competing application to subitem 19368,
testified in support of staff recommendation

e Ms. Bast, Locke Lord attorney representing the applicant on subitem 19368, testified in
opposition to staff recommendation

9) Action Item 7(d) — Presentation, discussion and possible action on staff recommendations
regarding Application disclosure under 10 TAC §11.101(a)(3) related to Neighborhood Risk
Factors for 19227 Reserve at Risinger, Fort Worth — was presented by Ms. Holloway. Following
public comment (listed) below, the Board unanimously approved staff recommendation to find
the site ineligible.

e Tamea Dula, Coats Rose attorney representing the applicant, testified in opposition to
staff recommendation

e Cynthia Bast, Locke Lord attorney representing competing applications to 19227,
testified in support of staff recommendation

e Dr. Isaac Carrier, University of Louisiana at Monroe, provided additional information on
the item

e Tom Huth, Palladium USA, testified in support of staff recommendation

e Darren Smith, MVAH Partners and the applicant, testified in opposition to staff
recommendation

e Linda Brown, Casa Linda Development Corporation representing competing applications
to 19227, testified in support of staff recommendation

e Barry Palmer, Coats Rose attorney representing the applicant, testified in opposition to
staff recommendation

10) Action Item 7(e) — Presentation, discussion, and possible action on staff recommendations
regarding Application disclosure under 10 TAC §11.101(a)(2) related to Undesirable Site
Features for 19180 St. EImo Commons, Austin; and 19185 Edgewood Villas, Killeen — was
presented by Ms. Holloway. Following public comment (listed below), the Board unanimously
approved staff recommendation to find the site for subitem 19180 ineligible; and on a 5-1 vote
(Mr. Vasquez voting nay) approved staff recommendation to find the site for subitem 19185
ineligible.



e John Guttman, JES Development and the applicant for subitem 19180, testified in
opposition to staff recommendation

e Zachary Krochtengel, developer for subitem 19185, testified in opposition to staff
recommendation

(At the beginning of this item, Ms. Bingham-Escarefio and Ms. Reséndiz were not present on
the dais. However, Ms. Reséndiz did return during deliberations on this agenda item)

11) Action Item 7(f) — Presentation, discussion, and possible action on staff determinations
regarding Application disclosures under 10 TAC 8811.101(a)(2) related to Undesirable Site
Features; 11.101(a)(3) related to Neighborhood Risk Factors; and 10 TAC 811.10 related to
Request for Administrative Deficiency, for #19301 Prince Hall — was presented by Ms. Holloway.
Following public comment (listed below), the Board voted (4-1 with Mr. Braden voting ‘nay’) to
approve staff recommendation finding the site ineligible.

e Mr. Lyttle read a letter into the record from the Honorable Joe D. Deshotel, State
Representative, District 22, in opposition to staff recommendation

e Chris Akbari, ITEX Development and the applicant, testified in opposition to staff
recommendation

e Charlie Duncan, Texas Housers, testified in support of staff recommendation

e Raynard Richardson, representing the applicant, testified in opposition to staff
recommendation

e Erica Scott, Herman & Kittle Properties, testified in support of staff recommendation

¢ Natasha Martin, Graves Dougherty Hearon & Moody attorney, testified in support of
staff recommendation

e Gerry Pels, Locke Lord attorney representing the applicant, testified in opposition to
staff recommendation

e Tamea Dula, Coats Rose attorney representing the applicant, testified in opposition to
staff recommendation

e Harry Chevalier, Prince Hall resident, testified in opposition to staff recommendation

e Barry Palmer, Coats Rose attorney representing the applicant, testified in opposition to
staff recommendation

12) Action Item 7(g) — Presentation, discussion, and possible action to issue a list of approved
Applications for 2019 Housing Tax Credits in accordance with Tex. Gov’t Code §2306.6724(e) —
was presented by Sharon Gamble, TDHCA Competitive Housing Tax Credit Program
Administrator. Following public comment (listed below), the Board unanimously approved the
list of eligible applications as amended by Ms. Gamble.

e Janae Winfield, staff member for Houston City Council member Martha Castex-Tatum,
read a letter into the record from Councilmember Castex-Tatum providing additional
information on the item



e Carl David Evans, Fort Bend Houston Super Neighborhood Council 41, provided
additional information on the item

e Willie Rainwater provided additional information on the item

e Claude Foster provided additional information on the item

e Regina Gardner provided additional information on the item

e Charity Carter, Houston Arts Foundation, provided additional information on the item

13) During the Public Comment portion of the meeting the follow persons provided comment:

e Ms. Winfield provided comments from Councilmember Castex-Tatum on the housing
tax credit program

e Cheryl Hughes, Briargate resident, provided comments on the proposed list of eligible
application for 2019 9% HTC awards

e Aaron Adams, Briargate resident, provided comments on the proposed list of eligible
application for 2019 9% HTC awards

e Taylor Ross, Briargate resident, provided comments on the proposed list of eligible
application for 2019 9% HTC awards

e Shirley Warner, Briargate resident, provided comments on the proposed list of eligible
application for 2019 9% HTC awards

e Barbara Blue, Briargate resident, provided comments on the proposed list of eligible
application for 2019 9% HTC awards

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

There being no further business to come before the Board, the meeting adjourned at 1:44 p.m.
The next meeting is set for Thursday, July 25, 2019.

Secretary

Approved:

Chair



Texas Department of Housing and Community Affairs Governing Board
Board Meeting Minutes Summary
July 25, 2019

On Thursday, the twenty-fifth day of July 2019, 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. 15t
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 Reséndiz

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 except for Item 1(j) —
Presentation, discussion, and possible action on the 2020 Regional Allocation Formula
Methodology — which was moved to the Action Item Agenda.

2) The Board went into Executive Session at 8:12 a.m. and reconvened in open session at 9:10
a.m. During the executive session the Board did not adopt any policy, position, resolution, rule,
regulation, take any formal action, or vote on any item. The Board did deliberate personnel
matters pursuant to Tex. Gov’'t Code §551.074.

3) Action Item 3 — Presentation, discussion, and possible action to employ an Executive
Director — was presented by Chairman Goodwin. The Board unanimously approved a motion to
name Bobby Wilkinson as Executive Director pending Governor Abbott’s approval, and effective
as of August 15, 2019; and also directed Acting Director David Cervantes to resume his position
as Director of Administration and thanked Mr. Cervantes for serving as Acting Director. Mr.
Wilkinson then made some brief comments expressing appreciation to the Board.

4) Action Item 1(j) — Presentation, discussion, and possible action on the 2020 Regional
Allocation Formula Methodology — was presented by Elizabeth Yevich, TDHCA Director of the
Housing Resource Center, with additional information from Mr. Cervantes and Brooke Boston,
TDHCA Director of Programs. The Board unanimously approved staff recommendation to
approve the methodology.



5) Action Item 4 — Presentation, discussion, and possible action authorizing the Department to
submit an application for Mainstream Housing Vouchers in response to a Notice of Funding
Availability released by the U.S. Department of Housing and Urban Development, and if
successfully awarded to operate such program — was not heard by the Board as it was pulled
from the agenda.

6) Action Item 5 — Presentation, discussion, and possible action regarding waiver and loan
modification for Villas of Brownwood Il (Multifamily Direct Loan No. 1001714001) — was
presented by Rosalio Banuelos, TDHCA Director of Asset Management. Following public
comment (listed below), the Board unanimously approved staff recommendation to approve
the waiver and loan modification requests.

e Justin MacDonald, general partner for the development, provided information on the
item

7) Action Item 6(a) — Presentation, discussion, and possible action on an order proposing the
repeal of 10 TAC §2.203, Termination and Reduction of Funding for CSBG Eligible Entities; an
order proposing new 10 TAC 82.203, Termination and Reduction of Funding for CSBG Eligible
Entities; an order proposing the repeal of 10 TAC §2.204, Contents of a Quality Improvement
Plan; an order proposing new 10 TAC §2.204, Contents of a Quality Improvement Plan; and
directing that they be published for public comment in the Texas Register — was presented by
Gavin Reid, TDHCA Community Affairs Manager of Planning and Training. The Board
unanimously approved staff recommendation to repeal the aforementioned rules and publish
the new draft rules.

8) Action Item 6(b) — Presentation, discussion, and possible action on an order proposing the
repeal of 10 TAC Chapter 20, Single Family Programs Umbrella Rule, and an order proposing
new 10 TAC Chapter 20, Single Family Programs Umbrella Rule, and directing their publication
for public comment in the Texas Register — was presented by Raul Gonzales, TDHCA Director of
the Housing Trust Fund, Office of Colonia Initiatives, and Neighborhood Stabilization Program.
The Board unanimously approved staff recommendation to repeal the aforementioned rule and
publish the new draft rule.

9) Action Item 6(c) — Presentation, discussion, and possible action on an order proposing the
repeal of 10 TAC Chapter 21, Minimum Energy Efficiency Requirements for Single Family
Construction Activities, and an order proposing new 10 TAC Chapter 21, Minimum Energy
Efficiency Requirements for Single Family Construction Activities, and directing their publication
for public comment in the Texas Register — was presented by Mr. Gonzales. The Board
unanimously approved staff recommendation to repeal the aforementioned rule and publish
the new draft rule.



10) Action Item 6(d) — Presentation, discussion, and possible action on an order proposing the
repeal of 10 TAC Chapter 24, Texas Bootstrap Loan Program Rule, and an order proposing new
10 TAC Chapter 24, Texas Bootstrap Loan Program Rule, and directing their publication for
public comment in the Texas Register — was presented by Mr. Gonzales. The Board
unanimously approved staff recommendation to repeal the aforementioned rule and publish
the new draft rule.

11) Action Item 6(e) — Presentation, discussion, and possible action on an order proposing the
repeal of 10 TAC Chapter 26, Texas Housing Trust Fund Rule, and an order proposing new 10
TAC Chapter 26, Texas Housing Trust Fund Rule, and directing its publication for public
comment in the Texas Register — was presented by Mr. Gonzales. The Board unanimously
approved staff recommendation to repeal the aforementioned rule and publish the new draft
rule.

12) Action Item 7 — Presentation, discussion, and possible action on increase in service contract
with Onsite Insight to perform Uniform Physical Condition Standards inspections from $350,000
to $430,000 pursuant to Tex. Gov’'t Code §2155.088(b)(2) — was presented by Patricia Murphy,
TDHCA Director of Compliance, with additional information from Mr. Eccles. The Board
unanimously approved staff recommendation on the increase in the contract.

13) Action Item 8(a) — Presentation, discussion, and possible action on a waiver and award of a
Predevelopment grant from the 2019-2 Special Purpose Notice of Funding Availability:
Predevelopment to 19550 Project Transitions, Inc., Austin — was presented by Andrew Sinnott,
TDHCA Multifamily Loans Programs Administrator. The Board unanimously approved staff
recommendation to grant the waiver and make the award.

14) Action Item 8(b) — Presentation, discussion and possible action regarding an Award of
Direct Loan funds from the 2018-1 Multifamily Direct Loan Notice of Funding Availability

18503 Eastern Oaks Apartments, Austin —was presented by Marni Holloway, TDHCA Director of
Multifamily Finance, with additional information from Brent Stewart, TDHCA Director of Real
Estate Analysis. Following public comment (listed below), the Board unanimously approved
staff recommendation to make the award

e Robert Onion, Housing Authority of Travis County and the developer, provided
information on the item

15) Action Item 8(c) — Presentation, discussion, and possible action on timely filed appeals of
material deficiencies in and scoring of Housing Tax Credit Applications under the Department’s
Multifamily Program Rules for 19003 The Legacy at Piedmont, San Antonio — was presented by
Ms. Holloway. Following public comment (listed below), the Board unanimously approved a
motion to grant the appeal.

e Cynthia Bast, Locke Lord attorney and representing the applicant, testified in support of
the appeal



e Brad McMurray, Prospera HCS and representing a competing application, testified in
opposition to the appeal

e Henry Flores, Madhouse Development and representing a competing application,
testified in opposition to the appeal

e Ray Lucas, Lucas and Associates, testified in opposition to the appeal

16) Action Item 8(d) — Presentation, discussion, and possible action on the Second Amendment
to the 2019-1 Multifamily Direct Loan Notice of Funding Availability — was presented by Mr.
Sinnott. The Board unanimously approved staff recommendation to amend the NOFA.

17) Action Item 8(e) — Presentation, discussion, and possible action on the Third Amendment
to the 2019-1 Multifamily Direct Loan Notice of Funding Availability — was presented by Mr.
Sinnott. The Board unanimously approved staff recommendation to amend the NOFA.

18) Action Item 8(f) — Presentation, discussion, and possible action regarding awards of Direct
Loan funds from the 2019-1 Multifamily Direct Loan Notice of Funding Availability to 9%
Housing Tax Credit Layered Applications (listed below) — was presented by Mr. Sinnott. The
Board unanimously approved staff recommendation as amended on the awards.

19051 Casa de Manana Apartments Corpus Christi
19053 Foundation Village Austin

19179 Riverwood Commons Bastrop
19202 Heritage Heights at Big Spring Big Spring
19214 Lakeridge Villas Ennis

19216 Heritage Heights at Abilene Abilene
19234 The Residence at Alsbury Burleson
19235 The Reserves at Saddleback Ranch Wolfforth
19236 Tool Cedar Trails Tool

19238 Franklin Trails Franklin
19304 The Residences at Overlook Ridge Canyon Lake
19332 Avanti at South Bluff Corpus Christi
19365 Heritage Estates at Huntsville Huntsville
19367 Avanti Legacy Bayside Corpus Christi

19) Action Item 8(g) — Presentation, discussion, and possible action regarding awards from the
2019 State Competitive Housing Credit Ceiling and approval of the waiting list for the 2019
Competitive Housing Tax Credit Application Round (all listed below) and confirming obligations
to the Section 811 Project Rental Assistance Program for those properties that sought and were
awarded points for providing program units — was presented by Sharon Gamble, TDHCA
Competitive Housing Tax Credit Program Administrator. The Board unanimously approved staff
recommendation for the awards, waiting list, and confirming the Section 811 obligations.

19003 The Legacy at Piedmont San Antonio
19008 Palladium Fain Street Fort Worth



19009 Churchill at Golden Triangle
19011 Palladium Venus

19016 Palladium Waxahachie Senior Living
19020 Riva Keene

19024 Morning Star Apartments
19026 National Church Residences-Robinson
19028 Casitas Lantana

19030 Freedom's Path at Kerrville Il
19039 Blue Oaks

19040 Vista East

19047 Parkway Meadows

19051 Casa de Manana Apartments
19052 SilverLeaf at Tool

19053 Foundation Village

19057 SilverLeaf at Chandler IlI
19058 Country Terrace Apartments
19062 Residences at Thousand Oaks
19063 Residences at Lake Waco
19064 4242 Jackson Apartments
19070 South Rice Apartments
19073 Gala at Central Park

19074 900 Winston

19076 Bellfort Park Apartments
19077 Telephone Road Elderly
19078 Provision at Patriot Place
19079 Provision at Patriot Parkway
19085 Gala at MacGregor

19086 Trinity Place Apartments
19087 Sonora Seniors Apartments
19088 Metro Tower Lofts

19094 Laurel Vista

19100 Carver Ridge Apartments
19102 Ranch Court Apartments
19107 City View at Hyde Park

19109 Verdin Square

19111 Colorado City Seniors Apartments
19112 Hebbronville Apartments
19113 Livingston Seniors Apartments
19114 Sunset Vista Seniors

19116 Amber Ridge Apartments
19117 Ridgestone Estates

19120 Villas at Augusta

19124 Maple Street Lofts

19126 3104 Division Lofts

Fort Worth
Venus
Waxahachie
Keene
Wharton
Robinson
Brownsville
Kerrville
San Antonio
Houston
Houston
Corpus Christi
Tool

Austin
Chandler
Highlands
San Antonio
Waco
McAllen
Houston
Hurst
Houston
Houston
Houston
Hurst
Venus
Houston
Round Rock
Sonora
Lubbock
Beaumont
Midland

Dripping Springs

Austin
Houston
Colorado City

Hebbronville (CDP)

Livingston
El Paso
Angleton
El Paso

El Paso
Abilene
Arlington



19132 Village at Boyer

19133 Alazan Lofts

19134 Village at Nogalitos

19136 Luna Flats

19139 Hamilton Wolfe Lofts

19143 Reserve at New York

19146 New Hope Housing Avenue J
19148 Reserve at Lake Shore
19158 Pendleton Square

19159 Mid Tule Village Apartments
19161 Star of Texas Housing

19164 Commerce Street Apartments
19166 Villas at Robinett

19176 Anthony Palms

19177 Edgemere Palms

19179 Riverwood Commons Il
19182 Waterpark Palms

19187 The Ellington

19189 Lakewood Crossing

19191 Hillcrest Senior Village
19202 Heritage Heights at Big Spring
19204 Cottonview Terrace

19205 Patriot Park Seniors

19208 Trail Village

19214 Lakeridge Villas

19215 West Ridge Apartments
19216 Heritage Heights at Abilene
19217 Redwood Apartments
19223 Bamboo Estates Apartments
19225 Rosewood Senior Villas
19228 Chaparral Apartments
19230 Campanile on Fondren
19232 The Commons at St. Anthony's
19234 The Residences at Alsbury

19235 The Reserves at Saddleback Ranch

19236 Tool Cedar Trails

19237 Gatesville Trails

19238 Franklin Trails

19239 Talavera Lofts

19242 The Tramonti

19244 Mariposa at Harris Road
19245 Huntington Chimney Rock
19250 Cypress Creek at Waxahachie
19257 Blue Ridge Villas

San Antonio
San Antonio
San Antonio
San Antonio
San Antonio
Arlington
Houston
Waco
Harlingen
Tulia
Montgomery
Belton
Killeen
Anthony

El Paso
Bastrop
Anthony
Houston
Granbury
Kerrville

Big Spring
Taft

Plano
Brownsville
Ennis

Pharr
Abilene
Dumas
Progreso
Tyler
Midland
Houston
Amarillo
Burleson
Wolfforth
Tool
Gatesville
Franklin
Austin
Houston
Arlington
Houston
Waxahachie
Houston



19266 County Line Lofts Venus

19273 Nolana Villas McAllen
19276 Sunset at Fash Place Fort Worth
19277 Cielo Place Fort Worth
19285 Everly Plaza Fort Worth
19286 West Little York Apartments Houston
19288 Vi Collina Austin

19295 The Abali Austin

19296 McKee City Living Houston
19299 2222 Pierce Houston
19304 The Residences at Overlook Ridge Canyon Lake
19307 Briarwest Apartments Houston
19315 Hammack Creek Apartments Kennedale
19319 Bardin Apartments Arlington
19327 Edison Lofts Houston
19330 Avanti Legacy Emerald Point McAllen
19331 Avanti at Emerald Point McAllen
19332 Avanti at South Bluff Corpus Christi
19338 Ennis Trails Ennis

19340 Nuestra Senora El Paso

19344 Patriot Place El Paso

19356 Pine Hills Estates | & Il Devine Pearsall
19357 Woodlands Estates | & I Hempstead, Sweeny
19360 Legacy Trails of Longview Longview
19364 The Villas at Cedar Grove Lufkin

19365 Heritage Estates at Huntsville Huntsville
19367 Avanti Legacy Bayside Corpus Christi

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 11:33
a.m. The next meeting is set for Thursday, September 5, 2019.

Secretary

Approved:

Chair



1b



BOARD ACTION REQUEST
LEGAL DIVISION

OCTOBER 10, 2019

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Order
concerning related scattered site properties Mitay Inc Scattered Site (HTC 92009 / CMTS 1026, 2512
Thorne (HTC 70046 / CMTS 2344), 2904 Walnut (HTC 70054 / CMTS 2345), 1213 Pecan (HTC 70083 /
CMTS 912), and 2503 N Wilson (HTC 70084 / CMTS 913)

RECOMMENDED ACTION

WHEREAS, Mitay Inc. Scattered Site, 2512 Thorne, and 2904 Walnut, owned by Mitay,
Inc. (Mitay Owner), have uncorrected compliance findings relating to the applicable land
use restriction agreements and the associated statutory and rule requirements;

WHEREAS, 1213 Pecan, owned by 1213 Pecan Street Series LLC (Pecan Owner), has
uncorrected compliance findings relating to the applicable land use restriction
agreement and the associated statutory and rule requirements;

WHEREAS, 2503 N Wilson, personally owned by Byron W. Miles, has uncorrected
compliance findings relating to the applicable land use restriction agreement and the
associated statutory and rule requirements;

WHEREAS, above Mitay, Inc. and 1213 Pecan Street Series LLC are related entities,
ultimately controlled by Annie Miles, Edgar Miles, and Byron Miles (collectively known
as “Owner”);

WHEREAS, Owner representatives have attended multiple informal conferences and
signed prior Agreed Final Orders in 2013 and 2015;

WHEREAS, both prior Agreed Final Orders were violated and file monitoring violations
remain unresolved, including annual reports, utility allowance, missing annual eligibility
certifications, incomplete tenant files, household income violations, incomplete tenant
selection criteria, and failure to submit pre-onsite documentation;

WHEREAS, administrative penalties totaling $22,000 came due under the prior Agreed
Final Orders because of owner’s failure to remedy the above violations, and full
payment was made;

WHEREAS, TDHCA identified the following new violations that were not timely resolved
and remain unresolved today: 2016 through 2018 Annual Owner’s Compliance Reports
(AOCRs) for all five properties, and Uniform Physical Condition Standards (UPCS)
violations for Mitay Inc Scattered Site, 2512 Thorne, 1213 Pecan, 2503 N Wilson;

WHEREAS, on August 28, 2019, Owner representatives participated in an informal
conference with the Enforcement Committee and agreed, subject to Board approval, to
enter into Agreed Final Orders for each property, assessing the maximum potential
administrative penalty of $20,000. The penalty is to be divided among the properties,
including $7750 for Mitay Inc, $4000 for 2512 Thorne, $3000 for 2904 Walnut,
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$4000 for 1213 Pecan, and $1250 for 2503 N Wilson. As an incentive to comply, the
penalty is to be partially probated, with 75% to be paid on or before 12/9/2019, and the
remaining 25% to be forgiven if all violations are resolved as specified in the Agreed
Final Order on or before 12/9/2019;

WHEREAS, the recommended Agreed Final Orders include the 2016 AOCR, 2017 AOCR,
2018 AOCR, and the above referenced UPCS violations, but exclude the above
referenced file monitoring violations because they were already penalized in 2015.
In order to be considered repeated violations, and therefore eligible for a second
administrative penalty, they must be identified again during a subsequent monitoring
review and referred for an administrative penalty. This has not yet occurred; 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 an administrative penalty totaling
$20,000, subject to division among the properties and partial forgiveness as outlined
above, for noncompliance at Mitay Inc Scattered Site (HTC 92009 / CMTS 1026), 2512
Thorne (HTC 70046 / CMTS 2344), and 2904 Walnut (HTC 70054 / CMTS 2345), 1213
Pecan (HTC 70083 / CMTS 912), 2503 N Wilson (HTC 70084 / CMTS 913), substantially in
the form presented at this meeting, and authorizing any non-substantive technical
corrections, is hereby adopted as the order of this Board.
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BACKGROUND

Mitay Inc Scattered Site (HTC 92009 / CMTS 1026), 2512 Thorne (HTC 70046 / CMTS 2344), and 2904
Walnut (HTC 70054 / CMTS 2345), 1213 Pecan (HTC 70083 / CMTS 912), 2503 N Wilson (HTC 70084 /
CMTS 913) are small housing tax credit allocations of between 1 and 4 units each, located in Amarillo,
Potter County, and controlled by the Miles family.

Property Owner HTC Allocation LURA effective # Units

Mitay Inc Scattered | Mitay, Inc. $4,000 2/16/1994 4  (includes a

Site duplex and two
single family
homes)

2512 Thorne Mitay, Inc. $1,160 11/15/1990 1

2904 Walnut Mitay, Inc. $1,173 11/30/1990 1

1213 Pecan 1213 Pecan Street | $1,138 11/15/1990 1

Series LLC
2503 N Wilson Byron W Miles $1175 11/19/1990 1

Records of the Texas Secretary of State show Annie Miles, Edgar Miles, and Byron Miles as officers of the
above referenced corporate entities. CMTS lists Byron Miles and Annie Miles as the primary contacts for
Owner. The properties are self-managed.

Despite numerous attempts by the Compliance Division, Legal Division, and Enforcement Committee to
provide technical assistance and obtain acceptable corrective action, Owner has failed to operate the
properties in compliance with LURA requirements and does not respond to monitoring deadlines.
As a result, the maximum potential administrative penalty is being sought for each property, but with
partial forgiveness of 25% as an incentive to comply. Owner has attended multiple informal conferences
with the Enforcement Committee and signed Agreed Final Orders in 2013 and 2015. Those Orders were
violated and although administrative penalties totaling $22,000 have been paid as required, file
monitoring violations under those orders remain unresolved, including annual reports, utility allowance,
missing annual eligibility certifications, incomplete tenant files, household income violations, incomplete
tenant selection criteria, and failure to submit pre-onsite documentation. The violations remain
unresolved, but have already been penalized and are not included in the current administrative penalty
referral as a result. They could only be penalized again in the future if they are identified gain as
repeated findings of noncompliance during a subsequent file monitoring review.

The following compliance violations identified during 2018 and 2019 were referred for an administrative
penalty and are unresolved. They are part of the current administrative penalty referral.

1. 2016 Annual Owner’s Compliance Report (AOCR) for each property, which came due on
4/30/2017;

2017 AOCR for each property, which came due on 4/30/2018; and
2018 AOCR for each property, which came due on 4/30/2019; and

Uniform Physical Condition Standards (UPCS) findings for Mitay Inc Scattered Site, 2512 Thorne,
1213 Pecan, and 2503 N Wilson.
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Owner representatives participated in an informal conference with the Enforcement Committee on
August 28, 2019, and agreed to sign Agreed Final Orders with the following terms:

1. A $20,000 administrative penalty divided among the properties, including $7750 for Mitay Inc,
S4000 for 2512 Thorne, $3000 for 2904 Walnut, $4000 for 1213 Pecan, and $1250 for 2503 N
Wilson, subject to partial forgiveness as indicated below;

Owner must submit a 75% portion of the administrative penalty on or before 12/9/2019;

Owner must correct the reporting and UPCS violations as indicated in the Agreed Final Order,
and submit full documentation of the corrections to TDHCA on or before 12/9/2019;

4. If Owner complies with all requirements and addresses all violations as required, the remaining
25% of the administrative penalty will be forgiven; and

5. If Owner violates any provision of the Agreed Final Order, the full administrative penalty will
immediately come due and payable.

Consistent with direction from the Department’s Enforcement Committee, a probated and, upon
successful completion of probation, partially forgivable administrative penalty in the total amount of
$20,000, divided among the properties as indicated above, is recommended. This will be a reportable
item of consideration under previous participation for any new award to the principals of the Owner.
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ENFORCEMENT ACTION AGAINST MITAY, BEFORE THE

INC. WITH RESPECT TO MITAY INC. TEXAS DEPARTMENT OF
SCATTERED SITE (HTC FILE # 92009 / HOUSING AND COMMUNITY

CMTS # 1026) AFFAIRS

w W W W W WD

AGREED FINAL ORDER

General Remarks and official action taken:

On this 10" day of October, 2019, 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 MITAY, INC., a Texas corporation (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 (FOF)

Jurisdiction:

1. During 1992, Respondent was awarded an allocation of Low Income Housing Tax Credits
by the Board, in an annual amount of $4,000 to acquire and rehabilitate Mitay Inc.
Scattered Site (Property) (HTC file No. 92009 / CMTS No. 1026 / LDLD No. 328).
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3.

Respondent signed a land use restriction agreement (LURA) regarding the Property. The
LURA was effective February 16, 1994, and filed of record at Volume 2394, Page 558 of
the Official Public Records of Real Property of Potter County, Texas (Records).

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations:

4.

Property has a history of violations and Respondent previously signed Agreed Final
Orders in 2013 and 2015, both of which were violated.

On May 19, 2017, TDHCA sent notice that Respondent had failed to timely submit their
2016 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

On May 8, 2018, TDHCA sent notice that Respondent had failed to timely submit their
2017 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

A Uniform Physical Condition Standards (UPCS) inspection was conducted on
12/11/2018. Inspection reports showed numerous serious property condition violations,
a violation of 10 TAC §& 10.621 (Property Condition Standards). Notifications of
noncompliance were sent and a January 14, 2019, corrective action deadline was set.
No response was submitted to compliance and the violations listed at Exhibit 1 remain
unresolved.

On May 2, 2019, TDHCA sent notice that Respondent had failed to timely submit their
2018 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

All violations listed above are considered unresolved 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 Chapter 2.

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

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.
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4, Respondent violated 10 TAC §10.621 in 2018, by failing to comply with HUD’s Uniform
Physical Condition Standards when violations were discovered and not timely
corrected.?

5. Respondent violated 10 TAC §10.607 in 2017, 2018, and 2019 by failing to submit
Annual Owner’s Compliance Reports for the years 2016 through 2018;

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. An administrative penalty of $7,750 is an appropriate penalty in accordance with 10 TAC
Chapter 2.

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 Governing Board of
the Texas Department of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount of
$7,750, subject to partial deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby directed to pay a 75% portion
(55,812.50) of the assessed administrative penalty by cashier’s check payable to the “Texas
Department of Housing and Community Affairs” on or before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall repair all UPCS violations as indicated at Exhibit
1 and submit work orders in the correct format, and including all necessary parts, to document
the corrections to TDHCA on or before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall submit annual reports as indicated at Exhibit 2
on or before December 9, 2019.

1 HUD’s Uniform Physical Condition Standards are the standards adopted by TDHCA pursuant to 10 TAC
10.621(a).
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IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
performance under this order will be accepted in lieu of the remaining assessed administrative
penalty, and the remaining 25% portion ($1,937.50) of the administrative penalty will be
deferred and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise violates
any provision of this order, or the property is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the full administrative penalty 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, or (2) the property closing date if sold before the terms and
conditions of this Agreed Final Order have been fully satisfied.

IT IS FURTHER ORDERED that corrective documentation must be uploaded to the Compliance
Monitoring and Tracking System (CMTS) by following the instructions at this link:
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman@tdhca.state.tx.us to
inform her that the documentation is ready for review. If it comes due and payable, the penalty
payment must be submitted to the following address:

If via overnight mail (FedEx, UPS): If via USPS:

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E11% St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 3, 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 October 10 , 2019.

By:
Name: J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, personally
appeared J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, 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 §

§
COUNTY OF §
BEFORE ME, (notary name), a notary public in and for the State of ,
on this day personally appeared (person signing document),

known to me or proven to me through circle one: personally known / driver’s license / passport
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 , | am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. | hold the office of for Respondent. | am the authorized
representative of Respondent, owner of Mitay Inc. Scattered Site, which is subject to a Land
Use Restriction Agreement monitored by the TDHCA in the State of Texas, and | 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 Governing
Board of the Texas Department of Housing and Community Affairs.”

RESPONDENT:
MITAY, INC., a Texas corporation
By:
Name:
Title:
Given under my hand and seal of office this day of ,2019.

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

UPCS Instructions

1. UPCS violations that must be corrected:
Mitay, Inc. Scattered Site
Inspected By: Chad Farguhar Inspection Date: 12/11/2018
Area Bldg Mame Unit Item Deficiency Level Mote Completed Date Completed By
Unit 1105 NW 15th  Unit 1 Bathroom Lavatory Sink - Damaged, Missing L1 Missing sink stopper
Unit 1105 NW 15th  Unit 1 Bathroom Plumbing - Leaking FaucetyPipes L1 Faucet leaking in bath tub
Unit 1105 NW 15th  Unit1 Bathroom Shower/Tub - Damaged/Missing L1 Missing tube stopper
Unit 1105 NW 15th  Unit1 Doors Damaged Hardware/Locks L2 Rear bedroom missing door hardware
Unit 1901 NW 17th  Unit1 Bathroom Shower/Tub - Damaged/Missing 1 Missing tub stopper
Unit 1901 NW 17th  Unit 1 Doors Damaged Hardware/Locks L2 Missing door hardware in bedroom
Unit 2419 N Hughes Unit A Bathroom Lavatory Sink - Damaged,Missing L1 Missing sink stopper
Unit 2419 N Hughes UnitB Bathroom Lavatory Sink - Damaged,Missing L1 Missing sink stopper
Missing closet door hardware in front
Unit 2415 N Hughes UnitB Doors Damaged Hardware/Locks L1 bedroom
Damaged Surface
Unit 2415 N Hughes UnitB Doors {Holes/Paint/Rusting) L3 Hole in bathroom door
Range/Stove - Owen is not functioning and right front
Unit 2419 N Hughes Unit B Kitchen Missing/Damaged/Inoperable 13 burner is inoperable
2. Prepare corrective documentation following these guidelines:
http://www.tdhca.state.tx.us/pmcomp/inspections/docs/UPCS-WorkOrderGuidelines.pdf
3. Submit  corrective documentation  via CMTS  following  the instructions

http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf, then

review.
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Exhibit 2

Annual Owner’s Compliance Report Instructions

Submit the 2016, 2017, and 2018 Annual Owner’s Compliance Reports (AOCRs) online via CMTS.

CMTS is available at: https://pox.tdhca.state.tx.us/aims2/pox.

Each report has three parts, each of which must be submitted via CMTS:
- Part A: Owner’s Certification of Program Compliance
- Part B: Unit Status Report
- Owner’s Financial Certification

The 2016 AOCR was due 4/30/2017, reporting data as of 12/31/2016. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2016; however, the Unit Status Report can be
completed using current occupancy data.

The 2017 AOCR was due 4/30/2018, reporting data as of 12/31/2017. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2017; however, the Unit Status Report can be
completed using current occupancy data.

The 2018 AOCR was due 4/30/2019, reporting data as of 12/31/2018. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2018; however, the Unit Status Report can be
completed using current occupancy data.

Technical support:

- Training materials regarding annual reporting is available at the following link:
https.//www.tdhca.state.tx.us/pmcomp/reports.htm .

- Please note that you must enter current occupancy data and individual household member
information for each unit before the system will allow you to submit Part B. To update the Unit
Status Report / Quarterly Vacancy Report, you will log in to CMTS. Once logged in, click on “Unit
Status Report”. Click on “Enter Unit Occupancy” at the top of the next screen. From there, you
will be able to enter occupancy information for each unit, along with household member data.
Once all units have been updated, submit that data via CMTS as the 2016, 2017, and 2018 AOCR
Part B. To get to those reports, go back to the “Unit Status Reports” page in CMTS and submit
the Unit Status Report for the required period.

Page 8 of 11


https://pox.tdhca.state.tx.us/aims2/pox
https://www.tdhca.state.tx.us/pmcomp/reports.htm

Exhibit 3:

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 and a
completed Ownership Transfer packet, if applicable, to the Department at least 45 calendar days prior to any
sale, transfer, or exchange of the Development or any portion of or Controlling interest in the Development.
Except as otherwise provided herein, the Executive Director's prior written approval of any such transfer is
required. The Executive Director may not unreasonably withhold approval of the transfer requested in
compliance with this section.

(b) Exceptions. The following exceptions to the ownership transfer process outlined herein apply:

(1) 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
Principals or the transferee is a Related Party who does not Control the Development and the transfer is
being made for estate planning purposes.

(2) Transfers that are the result of an involuntary removal of the general partner by the investment limited
partner do not require advance approval but must be reported to the Department as soon as possible due to
the sensitive timing and nature of this decision. In the event the investment limited partner has proposed a
new general partner or will permanently replace the general partner, a full Ownership Transfer packet must
be submitted.

(3) Changes to the investment limited partner, non-Controlling limited partner, or other non-Controlling
partners affiliated with the investment limited partner do not require Executive Director approval. A General
Partner's acquisition of the interest of the investment limited partner does not require Executive Director
approval, unless some other change in ownership is occurring as part of the same overall transaction.

(4) Changes resulting from foreclosure do not require advance approval but acquiring parties must notify
the Department as soon as possible of the revised ownership structure and ownership contact information.
(c) General Requirements.

(1) Any new Principal in the ownership of a Development must be eligible under §11.202 of Subchapter C
(relating to Ineligible Applicants and Applications). In addition, Principals will be reviewed in accordance with
Chapter 1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and
Advisory Committee).

(2) Changes in Developers or Guarantors must be addressed as non-material amendments to the application
under §10.405 of this subchapter.

(3) To the extent an investment limited partner or its Affiliate assumes a Controlling interest in a
Development Owner, such acquisition shall be subject to the Ownership Transfer requirements set forth
herein. Principals of the investment limited partner or Affiliate will be considered new Principals and will be
reviewed as stated under paragraph (1) of this subsection.

(4) Simultaneous transfer or concurrent offering for sale of the General Partner's and Limited Partner's
control and interest will be subject to the Ownership Transfer requirements set forth herein and will trigger a
Right of First Refusal, if applicable.

(d) Transfer Actions Warranting Debarment. 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 or the Department at risk
for financial exposure as a result of non-compliance, staff may make a recommendation to the Board for the
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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 Chapter 1, Subchapter
C of this title (relating to Previous Participation and Executive Award Review and Advisory Committee), prior
to recommending any new financing or allocation of credits.

(e) Transfers Prior to 8609 Issuance or Construction Completion. 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) an Applicant may request an amendment to its ownership structure to add Principals.
The party(ies) reflected in the Application as having Control must remain in the ownership structure and
retain Control, unless approved otherwise by the Executive Director. 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.

(f) Nonprofit Organizations. If the ownership transfer request is to replace a nonprofit organization within the
Development ownership entity, the replacement nonprofit 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 Nonprofit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Nonprofit Organization that meets the requirements of §42(h)(5) of the Code and Tex.
Gov't Code §2306.6706, if applicable, and can demonstrate planned participation in the operation of the
Development on a regular, continuous, and substantial basis.

(2) If the LURA requires ownership or material participation in ownership by a nonprofit organization or
CHDO, the Development Owner must show that the transferee is a nonprofit organization or CHDO, as
applicable, that complies with the LURA.

(3) Exceptions to the above may be made on a case by case basis if the Development is past its Compliance
Period/Federal Affordability Period, was not reported to the IRS as part of the Department's Nonprofit Set
Aside in any HTC Award year, and follows the procedures outlined in §10.405(b)(1) - (5) of this chapter
(relating to LURA Amendments that require Board Approval). The Board must find that:

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

(B) The participation by the nonprofit was substantive and meaningful during the full term of the
Compliance Period but is no longer substantive or meaningful to the operations of the Development; and

(C) The proposed purchaser is an affiliate of the current Owner or otherwise meets the Department's
standards for ownership transfers.
(g) Historically Underutilized Business (HUB) Organizations. If a HUB is the general partner or special limited
partner of a Development Owner and it determines to sell its ownership interest, after the issuance of 8609's,
the purchaser of that partnership interest or the general or special limited partner is not required to be a
HUB as long as the procedure described in §10.405(b)(1) of this chapter (relating to Non-Material LURA
Amendments) has been followed and approved.
(h) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances pertaining to the
transfer and the effects of approval or denial. Documentation must be submitted as directed in the Post
Award Activities Manual, which includes but is not limited to:

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

(2) Ownership transfer information, including but not limited to the type of sale, amount of Development
reserves to transfer in the event of a property sale, and the prospective closing date;

(3) Pre and post transfer organizational charts with TINs of each organization down to the level of natural
persons in the ownership structure as described in §11.204(13)(A) of Subchapter C;

(4) A list of the names and contact information for transferees and Related Parties;

(5) Previous Participation information for any new Principal as described in §11.204(13)(B) of Subchapter C;

(6) Agreements among parties associated with the transfer;
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(7) Owners Certifications with regard to materials submitted further described in the Post Award Activities
Manual;

(8) Detailed information describing the organizational structure, experience, and financial capacity of any
party holding a controlling interest in any Principal or Controlling entity of the prospective Development
Owner;

(9) Evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least 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;

(10) Any required exhibits and the list of exhibits related to specific circumstances of transfer or Ownership
as detailed in the Post Award Activities Manual.

(i) Once the Department receives all necessary information under this section and as required under the Post
Award Activities Manual, staff shall initiate a qualifications review of a transferee, in accordance with Chapter
1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and Advisory
Committee), to determine the transferee's past compliance with all aspects of the Department's programs,
LURAs and eligibility under this chapter and §11.202 of Subchapter C (relating to Ineligible Applicants and
Applications).

(j) 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 years
prior to the transfer request date.

(k) Penalties, Past Due Fees and Underfunded Reserves. 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 or
fees 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. In the event a transferring Development has
a history of uncorrected UPCS violations, ongoing issues related to keeping housing sanitary, safe, and
decent, an account balance below the annual reserve deposit amount as specified in §10.404(a) (relating to
Replacement Reserve Accounts), or that appears insufficient to meet capital expenditure needs as indicated
by the number or cost of repairs included in a PCA, the prospective Development Owner may be required to
establish and maintain a replacement reserve account or increase the amount of regular deposits to the
replacement reserve account by entering into a Reserve Agreement with the Department. The Department
may also request a plan and timeline relating to needed repairs or renovations that will be completed by the
departing and/or incoming Owner as a condition to approving the Transfer.

(I) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by the
corresponding ownership transfer fee as outlined in §11.901 of this chapter (relating to Fee Schedule,
Appeals, and other Provisions).

Source Note: The provisions of this §10.406 adopted to be effective January 5, 2017, 41 TexReg 10569;
amended to be effective January 4, 2018, 42 TexReg 7610; amended to be effective December 30, 2018, 43
TexReg 8297
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ENFORCEMENT ACTION AGAINST MITAY, BEFORE THE

INC. WITH RESPECT TO 2512 THORNE TEXAS DEPARTMENT OF
(HTC 70046 / CMTS 2344) HOUSING AND COMMUNITY

AFFAIRS

w W W W W WD

AGREED FINAL ORDER

General Remarks and official action taken:

On this 10" day of October, 2019, 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 MITAY, INC., a Texas corporation (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 (FOF)

Jurisdiction:

1. During 1990, Walter C. Spear was awarded an allocation of Low Income Housing Tax
Credits by the Board, in an annual amount of $1,160 to acquire and rehabilitate one unit
known as 2512 Thorne (HTC file No. 70046 / CMTS No. 2344 / LDLD No. 352).
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4.

Walter C. Spear signed a land use restriction agreement (“LURA”) regarding the
Property. The LURA was effective November 15, 1990, and filed of record at Volume
2134, Page 842 of the Official Public Records of Real Property of Potter County, Texas
(“Records”). In accordance with Section 2 of the LURA, the LURA is a restrictive
covenant/deed restriction encumbering the property and binding on all successors and
assigns for the full term of the LURA.

Walter C. Spear transferred his interests in the Property to Respondent through a
Warranty Deed with Vendor’s Lien effective December 15, 1994, and filed in the
Records at Volume 2134, Page 843. The restrictions remained in place in accordance
with Section 2 of the LURA, thereby binding Respondent to the terms of the agreement.

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations:

5.

10.

Property has a history of violations and Respondent previously signed Agreed Final
Orders in 2013 and 2015, both of which were violated.

On May 19, 2017, TDHCA sent notice that Respondent had failed to timely submit their
2016 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

On May 10, 2018, TDHCA sent notice that Respondent had failed to timely submit their
2017 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

A Uniform Physical Condition Standards (UPCS) inspection was conducted on
12/11/2018. Inspection reports showed numerous serious property condition violations,
a violation of 10 TAC § 10.621 (Property Condition Standards). Notifications of
noncompliance were sent and a January 14, 2019, corrective action deadline was set.
No response was submitted to compliance and the violations listed at Exhibit 1 remain
unresolved.

On May 2, 2019, TDHCA sent notice that Respondent had failed to timely submit their
2018 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

All violations listed above are considered unresolved at the time of this Order.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

CONCLUSIONS OF LAW

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

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

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.

Respondent violated 10 TAC §10.621 in 2018, by failing to comply with HUD’s Uniform
Physical Condition Standards when violations were discovered and not timely
corrected.?

Respondent violated 10 TAC §10.607 in 2017, 2018, and 2019 by failing to submit
Annual Owner’s Compliance Reports for the years 2016 through 2018;

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.

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.

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.

An administrative penalty of $4,000 is an appropriate penalty in accordance with 10 TAC
Chapter 2.

2 HUD’s Uniform Physical Condition Standards are the standards adopted by TDHCA pursuant to 10 TAC
10.621(a).
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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 Governing Board of
the Texas Department of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount of
$4,000, subject to partial deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby directed to pay a 75% portion
($3,000) of the assessed administrative penalty by cashier’s check payable to the “Texas
Department of Housing and Community Affairs” on or before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall repair all UPCS violations as indicated at Exhibit
1 and submit work orders in the correct format, and including all necessary parts, to document
the corrections to TDHCA on or before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall submit annual reports as indicated at Exhibit 2
on or before December 9, 2019.

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
performance under this order will be accepted in lieu of the remaining assessed administrative
penalty and the remaining 25% portion ($1,000) of the administrative penalty will be deferred
and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise violates
any provision of this order, or the property is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the full administrative penalty 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, or (2) the property closing date if sold before the terms and
conditions of this Agreed Final Order have been fully satisfied.

IT IS FURTHER ORDERED that corrective documentation must be uploaded to the Compliance
Monitoring and Tracking System (CMTS) by following the instructions at this link:
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman@tdhca.state.tx.us to
inform her that the documentation is ready for review. If it comes due and payable, the penalty
payment must be submitted to the following address:
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If via overnight mail (FedEx, UPS): If via USPS:

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E 11t St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 3, 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 October 10 , 2019.

By:
Name: J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, personally
appeared J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, 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 §

§
COUNTY OF §
BEFORE ME, (notary name), a notary public in and for the State of ,
on this day personally appeared (person signing document),

known to me or proven to me through circle one: personally known / driver’s license / passport
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 , | am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. | hold the office of for Respondent. | am the authorized
representative of Respondent, owner of 2512 Thorne, which is subject to a Land Use
Restriction Agreement monitored by the TDHCA in the State of Texas, and | 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 Governing
Board of the Texas Department of Housing and Community Affairs.”

RESPONDENT:
MITAY, INC., a Texas corporation
By:
Name:
Title:
Given under my hand and seal of office this day of ,2019.

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

UPCS Instructions

1. UPCS violation that must be corrected:

2512 Thorne
Inspected By: Chad Farguhar Inspection Date: 1211 /2018
Area Bldg Name Bldg Unit Name Inspectable ltem

Deficiency Lewel Note Completed Date Completed By

EHES Certification
Was Sentinon
12{/12/18, but no
corrective action

Unit Bldg 1 Unit 1 Smoke Detector  Missing/Inoperable L3 Missing smoke detector in master bedroom was submitted

2. Prepare corrective documentation following these guidelines:
http://www.tdhca.state.tx.us/pmcomp/inspections/docs/UPCS-WorkOrderGuidelines.pdf

3. Submit corrective documentation via CMTS upload following the instructions at
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf, then email VYsella

Kaseman at ysella.kaseman@tdhca.state.tx.us to let her know that the submission is ready for
review.
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Exhibit 2

Annual Owner’s Compliance Report Instructions

Submit the 2016, 2017, and 2018 Annual Owner’s Compliance Reports (AOCRs) online via CMTS.

CMTS is available at: https://pox.tdhca.state.tx.us/aims2/pox.

Each report has three parts, each of which must be submitted via CMTS:
- Part A: Owner’s Certification of Program Compliance
- Part B: Unit Status Report
- Owner’s Financial Certification

The 2016 AOCR was due 4/30/2017, reporting data as of 12/31/2016. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2016; however, the Unit Status Report can be
completed using current occupancy data.

The 2017 AOCR was due 4/30/2018, reporting data as of 12/31/2017. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2017; however, the Unit Status Report can be
completed using current occupancy data.

The 2018 AOCR was due 4/30/2019, reporting data as of 12/31/2018. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2018; however, the Unit Status Report can be
completed using current occupancy data.

Technical support:

- Training materials regarding annual reporting is available at the following link:
https.//www.tdhca.state.tx.us/pmcomp/reports.htm .

- Please note that you must enter current occupancy data and individual household member
information for each unit before the system will allow you to submit Part B. To update the Unit
Status Report / Quarterly Vacancy Report, you will log in to CMTS. Once logged in, click on “Unit
Status Report”. Click on “Enter Unit Occupancy” at the top of the next screen. From there, you
will be able to enter occupancy information for each unit, along with household member data.
Once all units have been updated, submit that data via CMTS as the 2016, 2017, and 2018 AOCR
Part B. To get to those reports, go back to the “Unit Status Reports” page in CMTS and submit
the Unit Status Report for the required period.
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Exhibit 3:

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 and a
completed Ownership Transfer packet, if applicable, to the Department at least 45 calendar days prior to any
sale, transfer, or exchange of the Development or any portion of or Controlling interest in the Development.
Except as otherwise provided herein, the Executive Director's prior written approval of any such transfer is
required. The Executive Director may not unreasonably withhold approval of the transfer requested in
compliance with this section.

(b) Exceptions. The following exceptions to the ownership transfer process outlined herein apply:

(1) 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
Principals or the transferee is a Related Party who does not Control the Development and the transfer is
being made for estate planning purposes.

(2) Transfers that are the result of an involuntary removal of the general partner by the investment limited
partner do not require advance approval but must be reported to the Department as soon as possible due to
the sensitive timing and nature of this decision. In the event the investment limited partner has proposed a
new general partner or will permanently replace the general partner, a full Ownership Transfer packet must
be submitted.

(3) Changes to the investment limited partner, non-Controlling limited partner, or other non-Controlling
partners affiliated with the investment limited partner do not require Executive Director approval. A General
Partner's acquisition of the interest of the investment limited partner does not require Executive Director
approval, unless some other change in ownership is occurring as part of the same overall transaction.

(4) Changes resulting from foreclosure do not require advance approval but acquiring parties must notify
the Department as soon as possible of the revised ownership structure and ownership contact information.
(c) General Requirements.

(1) Any new Principal in the ownership of a Development must be eligible under §11.202 of Subchapter C
(relating to Ineligible Applicants and Applications). In addition, Principals will be reviewed in accordance with
Chapter 1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and
Advisory Committee).

(2) Changes in Developers or Guarantors must be addressed as non-material amendments to the application
under §10.405 of this subchapter.

(3) To the extent an investment limited partner or its Affiliate assumes a Controlling interest in a
Development Owner, such acquisition shall be subject to the Ownership Transfer requirements set forth
herein. Principals of the investment limited partner or Affiliate will be considered new Principals and will be
reviewed as stated under paragraph (1) of this subsection.

(4) Simultaneous transfer or concurrent offering for sale of the General Partner's and Limited Partner's
control and interest will be subject to the Ownership Transfer requirements set forth herein and will trigger a
Right of First Refusal, if applicable.

(d) Transfer Actions Warranting Debarment. 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 or the Department at risk
for financial exposure as a result of non-compliance, staff may make a recommendation to the Board for the
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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 Chapter 1, Subchapter
C of this title (relating to Previous Participation and Executive Award Review and Advisory Committee), prior
to recommending any new financing or allocation of credits.

(e) Transfers Prior to 8609 Issuance or Construction Completion. 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) an Applicant may request an amendment to its ownership structure to add Principals.
The party(ies) reflected in the Application as having Control must remain in the ownership structure and
retain Control, unless approved otherwise by the Executive Director. 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.

(f) Nonprofit Organizations. If the ownership transfer request is to replace a nonprofit organization within the
Development ownership entity, the replacement nonprofit 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 Nonprofit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Nonprofit Organization that meets the requirements of §42(h)(5) of the Code and Tex.
Gov't Code §2306.6706, if applicable, and can demonstrate planned participation in the operation of the
Development on a regular, continuous, and substantial basis.

(2) If the LURA requires ownership or material participation in ownership by a nonprofit organization or
CHDO, the Development Owner must show that the transferee is a nonprofit organization or CHDO, as
applicable, that complies with the LURA.

(3) Exceptions to the above may be made on a case by case basis if the Development is past its Compliance
Period/Federal Affordability Period, was not reported to the IRS as part of the Department's Nonprofit Set
Aside in any HTC Award year, and follows the procedures outlined in §10.405(b)(1) - (5) of this chapter
(relating to LURA Amendments that require Board Approval). The Board must find that:

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

(B) The participation by the nonprofit was substantive and meaningful during the full term of the
Compliance Period but is no longer substantive or meaningful to the operations of the Development; and

(C) The proposed purchaser is an affiliate of the current Owner or otherwise meets the Department's
standards for ownership transfers.
(g) Historically Underutilized Business (HUB) Organizations. If a HUB is the general partner or special limited
partner of a Development Owner and it determines to sell its ownership interest, after the issuance of 8609's,
the purchaser of that partnership interest or the general or special limited partner is not required to be a
HUB as long as the procedure described in §10.405(b)(1) of this chapter (relating to Non-Material LURA
Amendments) has been followed and approved.
(h) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances pertaining to the
transfer and the effects of approval or denial. Documentation must be submitted as directed in the Post
Award Activities Manual, which includes but is not limited to:

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

(2) Ownership transfer information, including but not limited to the type of sale, amount of Development
reserves to transfer in the event of a property sale, and the prospective closing date;

(3) Pre and post transfer organizational charts with TINs of each organization down to the level of natural
persons in the ownership structure as described in §11.204(13)(A) of Subchapter C;

(4) A list of the names and contact information for transferees and Related Parties;

(5) Previous Participation information for any new Principal as described in §11.204(13)(B) of Subchapter C;

(6) Agreements among parties associated with the transfer;
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(7) Owners Certifications with regard to materials submitted further described in the Post Award Activities
Manual;

(8) Detailed information describing the organizational structure, experience, and financial capacity of any
party holding a controlling interest in any Principal or Controlling entity of the prospective Development
Owner;

(9) Evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least 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;

(10) Any required exhibits and the list of exhibits related to specific circumstances of transfer or Ownership
as detailed in the Post Award Activities Manual.

(i) Once the Department receives all necessary information under this section and as required under the Post
Award Activities Manual, staff shall initiate a qualifications review of a transferee, in accordance with Chapter
1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and Advisory
Committee), to determine the transferee's past compliance with all aspects of the Department's programs,
LURAs and eligibility under this chapter and §11.202 of Subchapter C (relating to Ineligible Applicants and
Applications).

(j) 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 years
prior to the transfer request date.

(k) Penalties, Past Due Fees and Underfunded Reserves. 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 or
fees 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. In the event a transferring Development has
a history of uncorrected UPCS violations, ongoing issues related to keeping housing sanitary, safe, and
decent, an account balance below the annual reserve deposit amount as specified in §10.404(a) (relating to
Replacement Reserve Accounts), or that appears insufficient to meet capital expenditure needs as indicated
by the number or cost of repairs included in a PCA, the prospective Development Owner may be required to
establish and maintain a replacement reserve account or increase the amount of regular deposits to the
replacement reserve account by entering into a Reserve Agreement with the Department. The Department
may also request a plan and timeline relating to needed repairs or renovations that will be completed by the
departing and/or incoming Owner as a condition to approving the Transfer.

(I) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by the
corresponding ownership transfer fee as outlined in §11.901 of this chapter (relating to Fee Schedule,
Appeals, and other Provisions).

Source Note: The provisions of this §10.406 adopted to be effective January 5, 2017, 41 TexReg 10569;
amended to be effective January 4, 2018, 42 TexReg 7610; amended to be effective December 30, 2018, 43
TexReg 8297
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ENFORCEMENT ACTION AGAINST MITAY, BEFORE THE

INC. WITH RESPECT TO 2904 WALNUT TEXAS DEPARTMENT OF
(HTC 70054 / CMTS 2345) HOUSING AND COMMUNITY

AFFAIRS

w W W W W WD

AGREED FINAL ORDER

General Remarks and official action taken:

On this 10" day of October, 2019, 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 MITAY, INC., a Texas corporation (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 (FOF)

Jurisdiction:

1. During 1990, Respondent was awarded an allocation of Low Income Housing Tax Credits
by the Board, in an annual amount of $4,000 to acquire and rehabilitate Mitay Inc.
Scattered Site (Property) (HTC file No. 92009 / CMTS No. 1026 / LDLD No. 328).
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5.

During 1990, Walter C. Spear was awarded an allocation of Low Income Housing Tax
Credits by the Board, in an annual amount of $1,173 to acquire, rehabilitate and operate
one unit known as 2904 Walnut (HTC file No. 70054 / CMTS No. 2345 / LDLD No. 455).

Walter C. Spear signed a land use restriction agreement (“LURA”) regarding 2904
Walnut. The LURA was effective November 30, 1990, and filed of record at Volume
2137, Page 390 of the Records. In accordance with Section 2 of the LURA, the LURA is a
restrictive covenant/deed restriction encumbering the property and binding on all
successors and assigns for the full term of the LURA.

Walter C. Spear transferred his interests in 2904 Walnut to Respondent through a
Warranty Deed with Vendor’s Lien effective December 15, 1994, and filed in the
Records at Volume 2134, Page 843. The restrictions remained in place in accordance
with Section 2 of the LURA, thereby binding Respondent to the terms of the agreement.

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations:

0.

10.

Property has a history of violations and Respondent previously signed Agreed Final
Orders in 2013 and 2015, both of which were violated.

On May 19, 2017, TDHCA sent notice that Respondent had failed to timely submit their
2016 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

On May 10, 2018, TDHCA sent notice that Respondent had failed to timely submit their
2017 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

On May 2, 2019, TDHCA sent notice that Respondent had failed to timely submit their
2018 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

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

[remainder of page intentionally blank]
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CONCLUSIONS OF LAW

1. The Department has jurisdiction over this matter pursuant to Tex. Gov't Code
§§2306.041-.0503 and 10 TAC Chapter 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 §10.607 in 2017, 2018, and 2019 by failing to submit
Annual Owner’s Compliance Reports for the years 2016 through 2018;

5. 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.

6. 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.

7. 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.

8. An administrative penalty of $3,000 is an appropriate penalty in accordance with 10 TAC
Chapter 2.

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 Governing Board of
the Texas Department of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount of
$3,000, subject to partial deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby directed to pay a 75% portion
(52,250) of the assessed administrative penalty by cashier’s check payable to the “Texas
Department of Housing and Community Affairs” on or before December 9, 2019.
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IT IS FURTHER ORDERED that Respondent shall submit annual reports as indicated at Exhibit 1
on or before December 9, 2019.

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
performance under this order will be accepted in lieu of the remaining assessed administrative
penalty and the remaining 25% portion ($750) of the administrative penalty will be deferred
and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise violates
any provision of this order, or the property is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the full administrative penalty 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, or (2) the property closing date if sold before the terms and
conditions of this Agreed Final Order have been fully satisfied.

IT IS FURTHER ORDERED that corrective documentation must be uploaded to the Compliance
Monitoring and Tracking System (CMTS) by following the instructions at this link:
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman@tdhca.state.tx.us to
inform her that the documentation is ready for review. If it comes due and payable, the penalty
payment must be submitted to the following address:

If via overnight mail (FedEx, UPS): If via USPS:

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E11% St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 2, 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 October 10 , 2019.

By:
Name: J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, personally
appeared J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, 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 §

§
COUNTY OF §
BEFORE ME, (notary name), a notary public in and for the State of ,
on this day personally appeared (person signing document),

known to me or proven to me through circle one: personally known / driver’s license / passport
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 , | am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. | hold the office of for Respondent. | am the authorized
representative of Respondent, owner of 2904 Walnut, which is subject to a Land Use
Restriction Agreement monitored by the TDHCA in the State of Texas, and | 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 Governing
Board of the Texas Department of Housing and Community Affairs.”

RESPONDENT:
MITAY, INC., a Texas corporation
By:
Name:
Title:
Given under my hand and seal of office this day of ,2019.

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

Annual Owner’s Compliance Report Instructions

Submit the 2016, 2017, and 2018 Annual Owner’s Compliance Reports (AOCRs) online via CMTS.

CMTS is available at: https://pox.tdhca.state.tx.us/aims2/pox.

Each report has three parts, each of which must be submitted via CMTS:
- Part A: Owner’s Certification of Program Compliance
- Part B: Unit Status Report
- Owner’s Financial Certification

The 2016 AOCR was due 4/30/2017, reporting data as of 12/31/2016. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2016; however, the Unit Status Report can be
completed using current occupancy data.

The 2017 AOCR was due 4/30/2018, reporting data as of 12/31/2017. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2017; however, the Unit Status Report can be
completed using current occupancy data.

The 2018 AOCR was due 4/30/2019, reporting data as of 12/31/2018. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2018; however, the Unit Status Report can be
completed using current occupancy data.

Technical support:

- Training materials regarding annual reporting is available at the following link:
https.//www.tdhca.state.tx.us/pmcomp/reports.htm .

- Please note that you must enter current occupancy data and individual household member
information for each unit before the system will allow you to submit Part B. To update the Unit
Status Report / Quarterly Vacancy Report, you will log in to CMTS. Once logged in, click on “Unit
Status Report”. Click on “Enter Unit Occupancy” at the top of the next screen. From there, you
will be able to enter occupancy information for each unit, along with household member data.
Once all units have been updated, submit that data via CMTS as the 2016, 2017, and 2018 AOCR
Part B. To get to those reports, go back to the “Unit Status Reports” page in CMTS and submit
the Unit Status Report for the required period.
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Exhibit 2:

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 and a
completed Ownership Transfer packet, if applicable, to the Department at least 45 calendar days prior to any
sale, transfer, or exchange of the Development or any portion of or Controlling interest in the Development.
Except as otherwise provided herein, the Executive Director's prior written approval of any such transfer is
required. The Executive Director may not unreasonably withhold approval of the transfer requested in
compliance with this section.

(b) Exceptions. The following exceptions to the ownership transfer process outlined herein apply:

(1) 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
Principals or the transferee is a Related Party who does not Control the Development and the transfer is
being made for estate planning purposes.

(2) Transfers that are the result of an involuntary removal of the general partner by the investment limited
partner do not require advance approval but must be reported to the Department as soon as possible due to
the sensitive timing and nature of this decision. In the event the investment limited partner has proposed a
new general partner or will permanently replace the general partner, a full Ownership Transfer packet must
be submitted.

(3) Changes to the investment limited partner, non-Controlling limited partner, or other non-Controlling
partners affiliated with the investment limited partner do not require Executive Director approval. A General
Partner's acquisition of the interest of the investment limited partner does not require Executive Director
approval, unless some other change in ownership is occurring as part of the same overall transaction.

(4) Changes resulting from foreclosure do not require advance approval but acquiring parties must notify
the Department as soon as possible of the revised ownership structure and ownership contact information.
(c) General Requirements.

(1) Any new Principal in the ownership of a Development must be eligible under §11.202 of Subchapter C
(relating to Ineligible Applicants and Applications). In addition, Principals will be reviewed in accordance with
Chapter 1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and
Advisory Committee).

(2) Changes in Developers or Guarantors must be addressed as non-material amendments to the application
under §10.405 of this subchapter.

(3) To the extent an investment limited partner or its Affiliate assumes a Controlling interest in a
Development Owner, such acquisition shall be subject to the Ownership Transfer requirements set forth
herein. Principals of the investment limited partner or Affiliate will be considered new Principals and will be
reviewed as stated under paragraph (1) of this subsection.

(4) Simultaneous transfer or concurrent offering for sale of the General Partner's and Limited Partner's
control and interest will be subject to the Ownership Transfer requirements set forth herein and will trigger a
Right of First Refusal, if applicable.

(d) Transfer Actions Warranting Debarment. 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 or the Department at risk
for financial exposure as a result of non-compliance, staff may make a recommendation to the Board for the
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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 Chapter 1, Subchapter
C of this title (relating to Previous Participation and Executive Award Review and Advisory Committee), prior
to recommending any new financing or allocation of credits.

(e) Transfers Prior to 8609 Issuance or Construction Completion. 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) an Applicant may request an amendment to its ownership structure to add Principals.
The party(ies) reflected in the Application as having Control must remain in the ownership structure and
retain Control, unless approved otherwise by the Executive Director. 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.

(f) Nonprofit Organizations. If the ownership transfer request is to replace a nonprofit organization within the
Development ownership entity, the replacement nonprofit 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 Nonprofit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Nonprofit Organization that meets the requirements of §42(h)(5) of the Code and Tex.
Gov't Code §2306.6706, if applicable, and can demonstrate planned participation in the operation of the
Development on a regular, continuous, and substantial basis.

(2) If the LURA requires ownership or material participation in ownership by a nonprofit organization or
CHDO, the Development Owner must show that the transferee is a nonprofit organization or CHDO, as
applicable, that complies with the LURA.

(3) Exceptions to the above may be made on a case by case basis if the Development is past its Compliance
Period/Federal Affordability Period, was not reported to the IRS as part of the Department's Nonprofit Set
Aside in any HTC Award year, and follows the procedures outlined in §10.405(b)(1) - (5) of this chapter
(relating to LURA Amendments that require Board Approval). The Board must find that:

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

(B) The participation by the nonprofit was substantive and meaningful during the full term of the
Compliance Period but is no longer substantive or meaningful to the operations of the Development; and

(C) The proposed purchaser is an affiliate of the current Owner or otherwise meets the Department's
standards for ownership transfers.
(g) Historically Underutilized Business (HUB) Organizations. If a HUB is the general partner or special limited
partner of a Development Owner and it determines to sell its ownership interest, after the issuance of 8609's,
the purchaser of that partnership interest or the general or special limited partner is not required to be a
HUB as long as the procedure described in §10.405(b)(1) of this chapter (relating to Non-Material LURA
Amendments) has been followed and approved.
(h) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances pertaining to the
transfer and the effects of approval or denial. Documentation must be submitted as directed in the Post
Award Activities Manual, which includes but is not limited to:

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

(2) Ownership transfer information, including but not limited to the type of sale, amount of Development
reserves to transfer in the event of a property sale, and the prospective closing date;

(3) Pre and post transfer organizational charts with TINs of each organization down to the level of natural
persons in the ownership structure as described in §11.204(13)(A) of Subchapter C;

(4) A list of the names and contact information for transferees and Related Parties;

(5) Previous Participation information for any new Principal as described in §11.204(13)(B) of Subchapter C;

(6) Agreements among parties associated with the transfer;
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(7) Owners Certifications with regard to materials submitted further described in the Post Award Activities
Manual;

(8) Detailed information describing the organizational structure, experience, and financial capacity of any
party holding a controlling interest in any Principal or Controlling entity of the prospective Development
Owner;

(9) Evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least 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;

(10) Any required exhibits and the list of exhibits related to specific circumstances of transfer or Ownership
as detailed in the Post Award Activities Manual.

(i) Once the Department receives all necessary information under this section and as required under the Post
Award Activities Manual, staff shall initiate a qualifications review of a transferee, in accordance with Chapter
1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and Advisory
Committee), to determine the transferee's past compliance with all aspects of the Department's programs,
LURAs and eligibility under this chapter and §11.202 of Subchapter C (relating to Ineligible Applicants and
Applications).

(j) 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 years
prior to the transfer request date.

(k) Penalties, Past Due Fees and Underfunded Reserves. 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 or
fees 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. In the event a transferring Development has
a history of uncorrected UPCS violations, ongoing issues related to keeping housing sanitary, safe, and
decent, an account balance below the annual reserve deposit amount as specified in §10.404(a) (relating to
Replacement Reserve Accounts), or that appears insufficient to meet capital expenditure needs as indicated
by the number or cost of repairs included in a PCA, the prospective Development Owner may be required to
establish and maintain a replacement reserve account or increase the amount of regular deposits to the
replacement reserve account by entering into a Reserve Agreement with the Department. The Department
may also request a plan and timeline relating to needed repairs or renovations that will be completed by the
departing and/or incoming Owner as a condition to approving the Transfer.

(I) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by the
corresponding ownership transfer fee as outlined in §11.901 of this chapter (relating to Fee Schedule,
Appeals, and other Provisions).

Source Note: The provisions of this §10.406 adopted to be effective January 5, 2017, 41 TexReg 10569;
amended to be effective January 4, 2018, 42 TexReg 7610; amended to be effective December 30, 2018, 43
TexReg 8297
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ENFORCEMENT ACTION AGAINST BEFORE THE

1213 PECAN STREET SERIES LLC WITH TEXAS DEPARTMENT OF
RESPECT TO 1213 PECAN HOUSING AND COMMUNITY

AFFAIRS

w W W W W WD

(HTC 70083 / CMTS 912)

AGREED FINAL ORDER

General Remarks and official action taken:

On this 10" day of October, 2019, 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 1213 PECAN STREET SERIES LLC, a sole
proprietorship controlled by Edgar A. Miles and Ann Miles, a married couple (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 (FOF)

Jurisdiction:

1. During 1990, E.A. Miles was awarded an allocation of Low Income Housing Tax Credits
by the Board, in an annual amount of $1,138 to acquire, rehabilitate and operate one
unit known as 1213 Pecan (HTC file No. 70083 / CMTS No. 912 / LDLD No. 454).
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4.

E.A. Miles signed a land use restriction agreement (“LURA”) regarding 1213 Pecan. The
LURA was effective November 15, 1990, and filed of record at Volume 2134, Page 271 of
the Records.

E.A Miles and Ann Miles transferred their interests in the Property to Respondent
through a Special Warranty Deed on October 13, 2016, and filed in the Records at
Document Number 20170PR0002645. The restrictions remained in place in accordance
with Section 2 of the LURA, thereby binding Respondent to the terms of the agreement.

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations:

5.

10.

10.

Property has a history of violations and Respondent previously signed Agreed Final
Orders in 2013 and 2015, both of which were violated.

On May 19, 2017, TDHCA sent notice that Respondent had failed to timely submit their
2016 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

On May 10, 2018, TDHCA sent notice that Respondent had failed to timely submit their
2017 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

A Uniform Physical Condition Standards (UPCS) inspection was conducted on
12/11/2018. Inspection reports showed numerous serious property condition violations,
a violation of 10 TAC §& 10.621 (Property Condition Standards). Notifications of
noncompliance were sent and a January 14, 2019, corrective action deadline was set.
No response was submitted to compliance and the violations listed at Exhibit 1 remain
unresolved.

On May 2, 2019, TDHCA sent notice that Respondent had failed to timely submit their
2018 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

All violations listed above are considered unresolved 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).
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11.  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.

12.  Respondent violated 10 TAC §10.621 in 2018, by failing to comply with HUD’s Uniform
Physical Condition Standards when violations were discovered and not timely
corrected.3

13.  Respondent violated 10 TAC §10.607 in 2017, 2018, and 2019 by failing to submit
Annual Owner’s Compliance Reports for the years 2016 through 2018;

14.  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.

15. 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.

16. 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.

17.  An administrative penalty of $4,000 is an appropriate penalty in accordance with 10 TAC
Chapter 2.

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 Governing Board of
the Texas Department of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount of
$4,000, subject to partial deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby directed to pay a 75% portion
(53,000) of the assessed administrative penalty by cashier’s check payable to the “Texas
Department of Housing and Community Affairs” on or before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall repair all UPCS violations as indicated at Exhibit
1 and submit work orders in the correct format, and including all necessary parts, to document
the corrections to TDHCA on or before December 9, 2019.

3 HUD’s Uniform Physical Condition Standards are the standards adopted by TDHCA pursuant to 10 TAC
10.621(a)
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IT IS FURTHER ORDERED that Respondent shall submit annual reports as indicated at Exhibit 2
on or before December 9, 2019.

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
performance under this order will be accepted in lieu of the remaining assessed administrative
penalty and the remaining 25% portion ($1,000) of the administrative penalty will be deferred
and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise violates
any provision of this order, or the property is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the full administrative penalty 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, or (2) the property closing date if sold before the terms and
conditions of this Agreed Final Order have been fully satisfied.

IT IS FURTHER ORDERED that corrective documentation must be uploaded to the Compliance
Monitoring and Tracking System (CMTS) by following the instructions at this link:
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman@tdhca.state.tx.us to
inform her that the documentation is ready for review. If it comes due and payable, the penalty
payment must be submitted to the following address:

If via overnight mail (FedEx, UPS): If via USPS:

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E11% St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 3, 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 October 10 , 2019.

By:
Name: J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, personally
appeared J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, 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 §

§
COUNTY OF §
BEFORE ME, (notary name), a notary public in and for the State of ,

on this day personally appeared _Edgar Allen Miles (person signing document), known to me or
proven to me through circle one: personally known / driver’s license / passport 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 Edgar Allen Miles, | am of sound mind, capable of making this statement, and
personally acquainted with the facts herein stated.

2. | hold the office of for Respondent. | am the authorized
representative of Respondent, owner of 1213 Pecan, which is subject to a Land Use
Restriction Agreement monitored by the TDHCA in the State of Texas, and | 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 Governing
Board of the Texas Department of Housing and Community Affairs.”

RESPONDENT:
1213 Pecan Street Series LLC

By:
Name: Edgar Allen Miles
Title:
Given under my hand and seal of office this day of ,2019.

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

UPCS Instructions

1. UPCS violations that must be corrected:

1213 Pecan
Inspected By: Chad Farquhar Inspection Date: 12/11/2018
Area EBlds Unit Item Deficiency Lewel MNote Completed Date  Completed By
12/12/18 EH&S
Certification sent
in, but no
Missing outlet cover in kitchen and | oorrective action
Uinit Eldg 1 Unitl  Outlets/Switches  Missing/Broken Cover Flates L3 bedroom 1 WS St in.

2. Prepare corrective documentation following these guidelines:
http://www.tdhca.state.tx.us/pmcomp/inspections/docs/UPCS-WorkOrderGuidelines.pdf

3. Submit  corrective  documentation via CMTS following the instructions at
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf, then email VYsella
Kaseman at ysella.kaseman@tdhca.state.tx.us to let her know that the submission is ready for
review.
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Exhibit 2

Annual Owner’s Compliance Report Instructions

Submit the 2016, 2017, and 2018 Annual Owner’s Compliance Reports (AOCRs) online via CMTS.

CMTS is available at: https://pox.tdhca.state.tx.us/aims2/pox.

Each report has three parts, each of which must be submitted via CMTS:
- Part A: Owner’s Certification of Program Compliance
- Part B: Unit Status Report
- Owner’s Financial Certification

The 2016 AOCR was due 4/30/2017, reporting data as of 12/31/2016. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2016; however, the Unit Status Report can be
completed using current occupancy data.

The 2017 AOCR was due 4/30/2018, reporting data as of 12/31/2017. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2017; however, the Unit Status Report can be
completed using current occupancy data.

The 2018 AOCR was due 4/30/2019, reporting data as of 12/31/2018. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2018; however, the Unit Status Report can be
completed using current occupancy data.

Technical support:

- Training materials regarding annual reporting is available at the following link:
https.//www.tdhca.state.tx.us/pmcomp/reports.htm .

- Please note that you must enter current occupancy data and individual household member
information for each unit before the system will allow you to submit Part B. To update the Unit
Status Report / Quarterly Vacancy Report, you will log in to CMTS. Once logged in, click on “Unit
Status Report”. Click on “Enter Unit Occupancy” at the top of the next screen. From there, you
will be able to enter occupancy information for each unit, along with household member data.
Once all units have been updated, submit that data via CMTS as the 2016, 2017, and 2018 AOCR
Part B. To get to those reports, go back to the “Unit Status Reports” page in CMTS and submit
the Unit Status Report for the required period.
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Exhibit 3:

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 and a
completed Ownership Transfer packet, if applicable, to the Department at least 45 calendar days prior to any
sale, transfer, or exchange of the Development or any portion of or Controlling interest in the Development.
Except as otherwise provided herein, the Executive Director's prior written approval of any such transfer is
required. The Executive Director may not unreasonably withhold approval of the transfer requested in
compliance with this section.

(b) Exceptions. The following exceptions to the ownership transfer process outlined herein apply:

(1) 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
Principals or the transferee is a Related Party who does not Control the Development and the transfer is
being made for estate planning purposes.

(2) Transfers that are the result of an involuntary removal of the general partner by the investment limited
partner do not require advance approval but must be reported to the Department as soon as possible due to
the sensitive timing and nature of this decision. In the event the investment limited partner has proposed a
new general partner or will permanently replace the general partner, a full Ownership Transfer packet must
be submitted.

(3) Changes to the investment limited partner, non-Controlling limited partner, or other non-Controlling
partners affiliated with the investment limited partner do not require Executive Director approval. A General
Partner's acquisition of the interest of the investment limited partner does not require Executive Director
approval, unless some other change in ownership is occurring as part of the same overall transaction.

(4) Changes resulting from foreclosure do not require advance approval but acquiring parties must notify
the Department as soon as possible of the revised ownership structure and ownership contact information.
(c) General Requirements.

(1) Any new Principal in the ownership of a Development must be eligible under §11.202 of Subchapter C
(relating to Ineligible Applicants and Applications). In addition, Principals will be reviewed in accordance with
Chapter 1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and
Advisory Committee).

(2) Changes in Developers or Guarantors must be addressed as non-material amendments to the application
under §10.405 of this subchapter.

(3) To the extent an investment limited partner or its Affiliate assumes a Controlling interest in a
Development Owner, such acquisition shall be subject to the Ownership Transfer requirements set forth
herein. Principals of the investment limited partner or Affiliate will be considered new Principals and will be
reviewed as stated under paragraph (1) of this subsection.

(4) Simultaneous transfer or concurrent offering for sale of the General Partner's and Limited Partner's
control and interest will be subject to the Ownership Transfer requirements set forth herein and will trigger a
Right of First Refusal, if applicable.

(d) Transfer Actions Warranting Debarment. 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 or the Department at risk
for financial exposure as a result of non-compliance, staff may make a recommendation to the Board for the

Page 9 of 11



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 Chapter 1, Subchapter
C of this title (relating to Previous Participation and Executive Award Review and Advisory Committee), prior
to recommending any new financing or allocation of credits.

(e) Transfers Prior to 8609 Issuance or Construction Completion. 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) an Applicant may request an amendment to its ownership structure to add Principals.
The party(ies) reflected in the Application as having Control must remain in the ownership structure and
retain Control, unless approved otherwise by the Executive Director. 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.

(f) Nonprofit Organizations. If the ownership transfer request is to replace a nonprofit organization within the
Development ownership entity, the replacement nonprofit 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 Nonprofit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Nonprofit Organization that meets the requirements of §42(h)(5) of the Code and Tex.
Gov't Code §2306.6706, if applicable, and can demonstrate planned participation in the operation of the
Development on a regular, continuous, and substantial basis.

(2) If the LURA requires ownership or material participation in ownership by a nonprofit organization or
CHDO, the Development Owner must show that the transferee is a nonprofit organization or CHDO, as
applicable, that complies with the LURA.

(3) Exceptions to the above may be made on a case by case basis if the Development is past its Compliance
Period/Federal Affordability Period, was not reported to the IRS as part of the Department's Nonprofit Set
Aside in any HTC Award year, and follows the procedures outlined in §10.405(b)(1) - (5) of this chapter
(relating to LURA Amendments that require Board Approval). The Board must find that:

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

(B) The participation by the nonprofit was substantive and meaningful during the full term of the
Compliance Period but is no longer substantive or meaningful to the operations of the Development; and

(C) The proposed purchaser is an affiliate of the current Owner or otherwise meets the Department's
standards for ownership transfers.
(g) Historically Underutilized Business (HUB) Organizations. If a HUB is the general partner or special limited
partner of a Development Owner and it determines to sell its ownership interest, after the issuance of 8609's,
the purchaser of that partnership interest or the general or special limited partner is not required to be a
HUB as long as the procedure described in §10.405(b)(1) of this chapter (relating to Non-Material LURA
Amendments) has been followed and approved.
(h) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances pertaining to the
transfer and the effects of approval or denial. Documentation must be submitted as directed in the Post
Award Activities Manual, which includes but is not limited to:

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

(2) Ownership transfer information, including but not limited to the type of sale, amount of Development
reserves to transfer in the event of a property sale, and the prospective closing date;

(3) Pre and post transfer organizational charts with TINs of each organization down to the level of natural
persons in the ownership structure as described in §11.204(13)(A) of Subchapter C;

(4) A list of the names and contact information for transferees and Related Parties;

(5) Previous Participation information for any new Principal as described in §11.204(13)(B) of Subchapter C;

(6) Agreements among parties associated with the transfer;
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(7) Owners Certifications with regard to materials submitted further described in the Post Award Activities
Manual;

(8) Detailed information describing the organizational structure, experience, and financial capacity of any
party holding a controlling interest in any Principal or Controlling entity of the prospective Development
Owner;

(9) Evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least 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;

(10) Any required exhibits and the list of exhibits related to specific circumstances of transfer or Ownership
as detailed in the Post Award Activities Manual.

(i) Once the Department receives all necessary information under this section and as required under the Post
Award Activities Manual, staff shall initiate a qualifications review of a transferee, in accordance with Chapter
1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and Advisory
Committee), to determine the transferee's past compliance with all aspects of the Department's programs,
LURAs and eligibility under this chapter and §11.202 of Subchapter C (relating to Ineligible Applicants and
Applications).

(j) 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 years
prior to the transfer request date.

(k) Penalties, Past Due Fees and Underfunded Reserves. 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 or
fees 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. In the event a transferring Development has
a history of uncorrected UPCS violations, ongoing issues related to keeping housing sanitary, safe, and
decent, an account balance below the annual reserve deposit amount as specified in §10.404(a) (relating to
Replacement Reserve Accounts), or that appears insufficient to meet capital expenditure needs as indicated
by the number or cost of repairs included in a PCA, the prospective Development Owner may be required to
establish and maintain a replacement reserve account or increase the amount of regular deposits to the
replacement reserve account by entering into a Reserve Agreement with the Department. The Department
may also request a plan and timeline relating to needed repairs or renovations that will be completed by the
departing and/or incoming Owner as a condition to approving the Transfer.

(I) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by the
corresponding ownership transfer fee as outlined in §11.901 of this chapter (relating to Fee Schedule,
Appeals, and other Provisions).

Source Note: The provisions of this §10.406 adopted to be effective January 5, 2017, 41 TexReg 10569;
amended to be effective January 4, 2018, 42 TexReg 7610; amended to be effective December 30, 2018, 43
TexReg 8297
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ENFORCEMENT ACTION AGAINST BEFORE THE

BYRON W. MILES WITH RESPECT TO TEXAS DEPARTMENT OF
2503 N. WILSON HOUSING AND COMMUNITY

AFFAIRS

w W W W W WD

(HTC 70084 / CMTS 913)

AGREED FINAL ORDER

General Remarks and official action taken:

On this 10" day of October, 2019, 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 BYRON W. MILES, an individual (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 (FOF)

Jurisdiction:

1. During 1990, James Hallihan was awarded an allocation of Low Income Housing Tax
Credits by the Board, in an annual amount of $1,175 to acquire, rehabilitate, and
operate one unit known as 2503 N. Wilson (Property) (HTC file No. 70084 / CMTS No.
913 / LDLD No. 313).
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4.

Mr. Hallihan signed a land use restriction agreement (LURA) regarding the Property.
The LURA was effective November 19, 1990, and filed of record at Volume 2135, Page
154 of the Official Public Records of Real Property of Potter County, Texas (Records).
In accordance with Section 2 of the LURA, the LURA is a restrictive covenant/deed
restriction encumbering the Property and binding on all successors and assigns for the
full term of the LURA.

Respondent was the property manager for Mr. Hallihan. Mr. Hallihan later transferred
his interests in the property to Respondent through a General Warranty Deed filed at
Document Number 20170PR0018164 of the Records on 12/14/2017. Respondent is
therefore 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.

Property has a history of violations, and previously signed an Agreed Final Order in
2013, which was violated.

A Uniform Physical Condition Standards (UPCS) inspection was conducted on
12/11/2018. Inspection reports showed numerous serious property condition violations,
a violation of 10 TAC §& 10.621 (Property Condition Standards). Notifications of
noncompliance were sent and a January 14, 2019, corrective action deadline was set.
No response was submitted to compliance and the violations listed at Exhibit 1 remain
unresolved.

On May 2, 2019, TDHCA sent notice that Respondent had failed to timely submit their
2018 Annual Owner’s Compliance Report, a violation of 10 TAC §10.607 (Reporting
Requirements), which requires each development to submit an Annual Owner’s
Compliance Report. The report remains delinquent.

All violations listed above are considered unresolved 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 Chapter 2.

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

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.
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4, Respondent violated 10 TAC §10.621 in 2018, by failing to comply with HUD’s Uniform
Physical Condition Standards when violations were discovered and not timely
corrected.*

5. Respondent violated 10 TAC §10.607 in 2019 by failing to submit Annual Owner’s
Compliance Reports for the years 2016 through 2018;

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. An administrative penalty of $1,250 is an appropriate penalty in accordance with 10 TAC
Chapter 2.

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 Governing Board of
the Texas Department of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount of
$1,250, subject to partial deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby directed to pay a 75% portion
(5937.50) of the assessed administrative penalty by cashier’s check payable to the “Texas
Department of Housing and Community Affairs” on or before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall repair all UPCS violations as indicated at Exhibit
1 and submit work orders in the correct format, and including all necessary parts, to document
the corrections to TDHCA on or before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall submit annual reports as indicated at Exhibit 2
on or before December 9, 2019.

4 HUD’s Uniform Physical Condition Standards are the standards adopted by TDHCA pursuant to 10 TAC
10.621(a)
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IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
performance under this order will be accepted in lieu of the remaining assessed administrative
penalty and the remaining 25% portion ($312.50) of the administrative penalty will be deferred
and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise violates
any provision of this order, or the property is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the full administrative penalty 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, or (2) the property closing date if sold before the terms and
conditions of this Agreed Final Order have been fully satisfied.

IT IS FURTHER ORDERED that corrective documentation must be uploaded to the Compliance
Monitoring and Tracking System (CMTS) by following the instructions at this link:
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman@tdhca.state.tx.us to
inform her that the documentation is ready for review. If it comes due and payable, the penalty
payment must be submitted to the following address:

If via overnight mail (FedEx, UPS): If via USPS:

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E11% St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 3, 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 October 10 , 2019.

By:
Name: J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, personally
appeared J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, 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 §

§
COUNTY OF §
BEFORE ME, (notary name), a notary public in and for the State of ,

on this day personally appeared Byron W. Miles (person signing document), known to me or
proven to me through circle one: personally known / driver’s license / passport 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 _Byron W. Miles , | am of sound mind, capable of making this statement, and
personally acquainted with the facts herein stated.

2. | am the authorized representative of Respondent, owner of 2503 N. Wilson, which is
subject to a Land Use Restriction Agreement monitored by the TDHCA in the State of Texas,
and | 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 Governing
Board of the Texas Department of Housing and Community Affairs.”

RESPONDENT:

By:

Name: Byron W. Miles

Given under my hand and seal of office this day of , 2019.

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

UPCS Instructions

1. UPCS violations that must be corrected:

2503 N. Wilson
Inspected By: Chad Farguhar
Area Bldg Unit Item Deficiency Level

Unit Bldg 1 Unitl Bathroom  Shower/Tub - Damaged/Missing L1

Inspection Date: 12/11/2018
Note Completed Date Completed By
Missing tub stopper hall bathroom | | |

2. Prepare corrective documentation following these guidelines:
http://www.tdhca.state.tx.us/pmcomp/inspections/docs/UPCS-WorkOrderGuidelines.pdf

3. Submit  corrective  documentation via CMTS following the instructions at
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf, then email Ysella

Kaseman at ysella.kaseman@tdhca.state.tx.us to let her know that the submission is ready for
review.
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Exhibit 2

Annual Owner’s Compliance Report Instructions

Submit the 2018 Annual Owner’s Compliance Report (AOCR) online via CMTS.

CMTS is available at: https://pox.tdhca.state.tx.us/aims2/pox.

Each report has three parts, each of which must be submitted via CMTS:
- Part A: Owner’s Certification of Program Compliance
- Part B: Unit Status Report
- Owner’s Financial Certification

The 2018 AOCR was due 4/30/2019, reporting data as of 12/31/2018. Part A and the Owner’s Financial
Certification must be completed with information as of 12/31/2018; however, the Unit Status Report can be
completed using current occupancy data.

Technical support:

- Training materials regarding annual reporting is available at the following link:
https://www.tdhca.state.tx.us/pmcomp/reports.htm .

- Please note that you must enter current occupancy data and individual household member
information for each unit before the system will allow you to submit Part B. To update the Unit
Status Report / Quarterly Vacancy Report, you will log in to CMTS. Once logged in, click on “Unit
Status Report”. Click on “Enter Unit Occupancy” at the top of the next screen. From there, you
will be able to enter occupancy information for each unit, along with household member data.
Once all units have been updated, submit that data via CMTS as the 2018 AOCR Part B. To get to
those reports, go back to the “Unit Status Reports” page in CMTS and submit the Unit Status
Report for the required period.
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Exhibit 3:

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 and a
completed Ownership Transfer packet, if applicable, to the Department at least 45 calendar days prior to any
sale, transfer, or exchange of the Development or any portion of or Controlling interest in the Development.
Except as otherwise provided herein, the Executive Director's prior written approval of any such transfer is
required. The Executive Director may not unreasonably withhold approval of the transfer requested in
compliance with this section.

(b) Exceptions. The following exceptions to the ownership transfer process outlined herein apply:

(1) 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
Principals or the transferee is a Related Party who does not Control the Development and the transfer is
being made for estate planning purposes.

(2) Transfers that are the result of an involuntary removal of the general partner by the investment limited
partner do not require advance approval but must be reported to the Department as soon as possible due to
the sensitive timing and nature of this decision. In the event the investment limited partner has proposed a
new general partner or will permanently replace the general partner, a full Ownership Transfer packet must
be submitted.

(3) Changes to the investment limited partner, non-Controlling limited partner, or other non-Controlling
partners affiliated with the investment limited partner do not require Executive Director approval. A General
Partner's acquisition of the interest of the investment limited partner does not require Executive Director
approval, unless some other change in ownership is occurring as part of the same overall transaction.

(4) Changes resulting from foreclosure do not require advance approval but acquiring parties must notify
the Department as soon as possible of the revised ownership structure and ownership contact information.
(c) General Requirements.

(1) Any new Principal in the ownership of a Development must be eligible under §11.202 of Subchapter C
(relating to Ineligible Applicants and Applications). In addition, Principals will be reviewed in accordance with
Chapter 1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and
Advisory Committee).

(2) Changes in Developers or Guarantors must be addressed as non-material amendments to the application
under §10.405 of this subchapter.

(3) To the extent an investment limited partner or its Affiliate assumes a Controlling interest in a
Development Owner, such acquisition shall be subject to the Ownership Transfer requirements set forth
herein. Principals of the investment limited partner or Affiliate will be considered new Principals and will be
reviewed as stated under paragraph (1) of this subsection.

(4) Simultaneous transfer or concurrent offering for sale of the General Partner's and Limited Partner's
control and interest will be subject to the Ownership Transfer requirements set forth herein and will trigger a
Right of First Refusal, if applicable.

(d) Transfer Actions Warranting Debarment. 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 or the Department at risk
for financial exposure as a result of non-compliance, staff may make a recommendation to the Board for the
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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 Chapter 1, Subchapter
C of this title (relating to Previous Participation and Executive Award Review and Advisory Committee), prior
to recommending any new financing or allocation of credits.

(e) Transfers Prior to 8609 Issuance or Construction Completion. 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) an Applicant may request an amendment to its ownership structure to add Principals.
The party(ies) reflected in the Application as having Control must remain in the ownership structure and
retain Control, unless approved otherwise by the Executive Director. 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.

(f) Nonprofit Organizations. If the ownership transfer request is to replace a nonprofit organization within the
Development ownership entity, the replacement nonprofit 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 Nonprofit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Nonprofit Organization that meets the requirements of §42(h)(5) of the Code and Tex.
Gov't Code §2306.6706, if applicable, and can demonstrate planned participation in the operation of the
Development on a regular, continuous, and substantial basis.

(2) If the LURA requires ownership or material participation in ownership by a nonprofit organization or
CHDO, the Development Owner must show that the transferee is a nonprofit organization or CHDO, as
applicable, that complies with the LURA.

(3) Exceptions to the above may be made on a case by case basis if the Development is past its Compliance
Period/Federal Affordability Period, was not reported to the IRS as part of the Department's Nonprofit Set
Aside in any HTC Award year, and follows the procedures outlined in §10.405(b)(1) - (5) of this chapter
(relating to LURA Amendments that require Board Approval). The Board must find that:

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

(B) The participation by the nonprofit was substantive and meaningful during the full term of the
Compliance Period but is no longer substantive or meaningful to the operations of the Development; and

(C) The proposed purchaser is an affiliate of the current Owner or otherwise meets the Department's
standards for ownership transfers.
(g) Historically Underutilized Business (HUB) Organizations. If a HUB is the general partner or special limited
partner of a Development Owner and it determines to sell its ownership interest, after the issuance of 8609's,
the purchaser of that partnership interest or the general or special limited partner is not required to be a
HUB as long as the procedure described in §10.405(b)(1) of this chapter (relating to Non-Material LURA
Amendments) has been followed and approved.
(h) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances pertaining to the
transfer and the effects of approval or denial. Documentation must be submitted as directed in the Post
Award Activities Manual, which includes but is not limited to:

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

(2) Ownership transfer information, including but not limited to the type of sale, amount of Development
reserves to transfer in the event of a property sale, and the prospective closing date;

(3) Pre and post transfer organizational charts with TINs of each organization down to the level of natural
persons in the ownership structure as described in §11.204(13)(A) of Subchapter C;

(4) A list of the names and contact information for transferees and Related Parties;

(5) Previous Participation information for any new Principal as described in §11.204(13)(B) of Subchapter C;

(6) Agreements among parties associated with the transfer;

Page 10 of 11



(7) Owners Certifications with regard to materials submitted further described in the Post Award Activities
Manual;

(8) Detailed information describing the organizational structure, experience, and financial capacity of any
party holding a controlling interest in any Principal or Controlling entity of the prospective Development
Owner;

(9) Evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least 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;

(10) Any required exhibits and the list of exhibits related to specific circumstances of transfer or Ownership
as detailed in the Post Award Activities Manual.

(i) Once the Department receives all necessary information under this section and as required under the Post
Award Activities Manual, staff shall initiate a qualifications review of a transferee, in accordance with Chapter
1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and Advisory
Committee), to determine the transferee's past compliance with all aspects of the Department's programs,
LURAs and eligibility under this chapter and §11.202 of Subchapter C (relating to Ineligible Applicants and
Applications).

(j) 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 years
prior to the transfer request date.

(k) Penalties, Past Due Fees and Underfunded Reserves. 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 or
fees 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. In the event a transferring Development has
a history of uncorrected UPCS violations, ongoing issues related to keeping housing sanitary, safe, and
decent, an account balance below the annual reserve deposit amount as specified in §10.404(a) (relating to
Replacement Reserve Accounts), or that appears insufficient to meet capital expenditure needs as indicated
by the number or cost of repairs included in a PCA, the prospective Development Owner may be required to
establish and maintain a replacement reserve account or increase the amount of regular deposits to the
replacement reserve account by entering into a Reserve Agreement with the Department. The Department
may also request a plan and timeline relating to needed repairs or renovations that will be completed by the
departing and/or incoming Owner as a condition to approving the Transfer.

(I) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by the
corresponding ownership transfer fee as outlined in §11.901 of this chapter (relating to Fee Schedule,
Appeals, and other Provisions).

Source Note: The provisions of this §10.406 adopted to be effective January 5, 2017, 41 TexReg 10569;
amended to be effective January 4, 2018, 42 TexReg 7610; amended to be effective December 30, 2018, 43
TexReg 8297
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BOARD ACTION REQUEST
LEGAL DIVISION

OCTOBER 10, 2019

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Order
concerning Weldon Blackard (HOME 539112 / CMTS 2706)

RECOMMENDED ACTION

WHEREAS, Weldon Blackard Rental, owned by Neighborhood Housing Services of
Dimmit County, Inc. (Owner), has uncorrected compliance findings relating to the
applicable land use restriction agreement and the associated statutory and rule
requirements;

WHEREAS, owner representatives have attended multiple informal conferences and
signed a prior Agreed Final Order in 2015 relating to file monitoring findings of
noncompliance;

WHEREAS, the terms of the 2015 Agreed Final Order were met and a $2250 portion of
the assessed administrative penalty was fully forgiven;

WHEREAS, further violations were identified during 2018 and 2019;

WHEREAS, on September 24, 2019, Owner’s representatives participated in an informal
conference with the Enforcement Committee and agreed, subject to Board approval, to
enter into an Agreed Final Order assessing an administrative penalty of $4,000, with
$500 to be paid within 30 days of signature and the remaining $3,500 to be forgiven if
all violations are resolved as specified in the Agreed Final Order on or before December
9,2019;

WHEREAS, unresolved compliance findings include Tenant Selection Criteria and
delinquent Part A for annual reporting years 2017 and 2018, which came due in 2018
and 2019, respectively; 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 an administrative penalty of $4,000,
subject to partial forgiveness as outlined above, for noncompliance at Weldon Blackard,
substantially in the form presented at this meeting, and authorizing any non-substantive
technical corrections, is hereby adopted as the order of this Board.
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BACKGROUND

Neighborhood Housing Services of Dimmit County, Inc. (Owner) is the owner of Weldon Blackard Rental
(Property), a low income apartment complex composed of 12 units, located in Big Wells, Dimmit County.
The Executive Director is Manuel Estrada. Records of the Texas Secretary of State list the following
members and/or officers: Enrique O Mata, Alfredo Castaneda, Elsa Betancourt, Alicia Correa, Hector
Robles, Mariano Garcia, Joe Garcia, and Veronica Gonzalez. CMTS lists Manuel Estrada as the primary
contact(s) for Owner, and Delia Navarro as the property manager. The property is self-managed.

The Property is subject to a Land Use Restriction Agreement (LURA) signed in 2000 in consideration for
an interest free HOME loan in the amount of $544,680 to build and operate the Property.

The Compliance Division, Legal Division, and Enforcement Committee have attempted to provide
technical assistance and obtain acceptable corrective action on multiple occasions, and an Agreed Final
Order was previously signed in 2015. The terms of that Order were met and a $2,250 portion of the
administrative penalty was forgiven. Improvements were observed in 2016 and 2017, but
responsiveness and file quality declined in 2018, with Owner again failing to respond to monitoring
deadlines. Owner states that the decline occurred because of downsizing at the nonprofit three years
ago, loss of trained staff, and a ransomware attack that caused them to lose their files. The current
administrative penalty referral includes extensive noncompliance; however, the majority of the findings
were resolved upon issuance of an informal conference notice to Respondent. The property manager
has signed up for training and will re-learn how to adhere to TDHCA requirements.

The following compliance violations identified during 2018 and 2019 were referred for an administrative
penalty and have been resolved:

1. Failure to submit pre-onsite documentation;

Failure to affirmatively market;

Failure to implement a new utility allowance;

Collecting gross rents that exceed the limits for five units;
Failure to sign required lease language for five units;

o ukh wnN

Failure to provide tenant income certification for one household; and

7. Failure to prove eligibility for one household.
The following compliance violations identified during 2018 and 2019 were referred for an administrative
penalty and are unresolved:

1. Failure to provide complete written policies and procedures, including tenant selection criteria,
and to include copies in tenant files; and

2. Failure to provide 2017 and 2018 Annual Owner’s Compliance Reports, which came due in 2018
and 2019.
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Owner participated in an informal conference with the Enforcement Committee on September 24, 2019,
and agreed to sign an Agreed Final Order with the following terms:

1.
2.

A $4,000 administrative penalty, subject to partial forgiveness as indicated below;

Owner must submit $500 portion of the administrative penalty on or before November 11,
2019;

Owner must correct the annual reporting and tenant selection criteria violations as indicated in
the Agreed Final Order, and submit full documentation of the corrections to TDHCA on or before
December 9, 2019;

If Owner complies with all requirements and addresses all violations as required, the remaining
administrative penalty in the amount of $3,500 will be forgiven; and

If Owner violates any provision of the Agreed Final Order, the full administrative penalty will
immediately come due and payable.

Consistent with direction from the Department’s Enforcement Committee, a probated and, upon
successful completion of probation, partially forgivable administrative penalty in the amount of $4,000
is recommended. This will be a reportable item of consideration under previous participation for any
new award to the principals of the Owner.
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ENFORCEMENT ACTION AGAINST BEFORE THE

NEIGHBORHOOD HOUSING SERVICES OF TEXAS DEPARTMENT OF
DIMMIT COUNTY, INC. WITH RESPECT TO HOUSING AND COMMUNITY

WELDON BLACKARD RENTAL AFFAIRS

w W WU W W WD WD

(HOME FILE # 539112 / CMTS # 2706)

AGREED FINAL ORDER

General Remarks and official action taken:

On this 10" day of October, 2019, 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 NEIGHBORHOOD HOUSING SERVICES OF DIMMIT
COUNTY, INC., a Texas nonprofit corporation (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 (FOF)

Jurisdiction:

1. During 1999, Respondent received a HOME loan in the amount of $544,680 to build and
operate Weldon Blackard Rental (Property) (HTC file No. 539112 / CMTS No. 2706 /
LDLD No. 101).
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3.

Respondent signed a land use restriction agreement (LURA) regarding the Property. The
LURA was effective July 13, 2000, and filed of record at Volume 278, Page 01 of the
Official Public Records of Real Property of Dimmit County, Texas (Records).

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations:

4.

Property has a history of violations and previously signed an Agreed Final Order in 2015,
agreeing to a $2,500 Administrative Penalty, with $250 payable and the remainder to be
forgiven if complete corrective documentation was submitted as required by the Order.
The terms of that Order were met and the remaining penalty was forgiven.

On May 11, 2018, TDHCA sent notice that Respondent had failed to timely submit their
2017 Annual Owner’s Compliance Report (AOCR), a violation of 10 TAC §10.607
(Reporting Requirements), which requires each development to submit an Annual
Owner’s Compliance Report. Part B and the Owner’s Financial Certification were
submitted on 7/19/2019, after intervention by the Enforcement Committee.
Part A remains delinquent.

On May 2, 2019, TDHCA sent notice that Respondent had failed to timely submit their
2018 Annual Owner’s Compliance Report (AOCR), a violation of 10 TAC §10.607
(Reporting Requirements), which requires each development to submit an Annual
Owner’s Compliance Report. Part B and the Owner’s Financial Certification were
submitted on 7/19/2019, after intervention by the Enforcement Committee.
Part A remains delinquent.

An on-site monitoring review was conducted on February 12, 2019, 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 June 9, 2019, corrective action deadline was set; however, no response
was submitted to the Compliance Division.

i.  Respondent failed to submit pre-onsite documentation, a violation of 10 TAC
§10.607 and §10.618, which require all developments to submit necessary
documentation as requested in preparation for an upcoming monitoring review.
This finding was resolved August 21, 2019, after intervention by the Enforcement
Committee.

ii. 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. This finding remains unresolved.

iii.  Respondent failed to maintain written tenant selection criteria in tenant files for
units 1603, 1603.5, 1604, and 1604.5, a violation of 10 TAC §10.610 (Written
Policies and Procedures), which requires all developments to include a copy of
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viii.
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Vi.

Vii.

the criteria under which each applicant was screened in the household’s file. This
finding remains unresolved.

Respondent failed to provide evidence of affirmative marketing outreach, 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. An affirmative marketing plan was present during the onsite review,
but the plan omitted the required marketing materials to prove that the
development was carrying out marketing. This finding was resolved August 21,
2019, after intervention by the Enforcement Committee.

Respondent failed to implement a new utility allowance established by the
Department on 11/9/2018 using the HUD Model Schedule, for rents due on or
after 12/9/2018, a violation of 10 TAC §10.614 (Utility Allowances), which
requires all developments to establish and implement a utility allowance. This
finding was resolved August 21, 2019, after intervention by the Enforcement
Committee.

Respondent collected gross rents that exceeded income limits as a result of
failure to implement an updated utility allowance for units 1603, 1603.5, 1604,
1604.5, and 1606. TDHCA publishes maximum rent limits for the tax credit
program annually and owners are responsible for ensuring that the maximum
rents that they charge include the amount of rent paid by the household, plus an
allowance for utilities, plus any mandatory fees. For HOME properties, TDHCA
also annually analyzes and sets a utility allowance. Exceeding the maximum rent
is a violation of 10 TAC §10.622 (Special Rules Regarding Rents and Rent Limit
Violations). This finding was resolved August 21, 2019, after intervention by the
Enforcement Committee.

Respondent failed to execute required lease provisions or exclude prohibited
lease language for units 1603, 1603.5, 1604, 1604.5, and 1606, a violation of 10
TAC §10.613 (Lease Requirements), which requires leases to include specific
language protecting tenants from eviction without good cause. This finding was
resolved August 21, 2019, after intervention by the Enforcement Committee.

Respondent failed to provide an annual self-certification for unit 1606,
a violation of 10 TAC §10.612 (Tenant File Requirements), which requires HOME
developments to perform a full recertification of each household every sixth year
of the affordability period, and to collect self-certifications in the intervening
years. This finding was resolved August 21, 2019, after intervention by the
Enforcement Committee.

Respondent failed to provide documentation that household income was within
prescribed limits upon initial occupancy for unit 1604.5, a violation of 10 TAC
§10.611 (Determination, Documentation and Certification of Annual Income)



and Section 2.4 of the LURA, which require screening of tenants to ensure
gualification for the program. This finding was resolved August 21, 2019, after
intervention by the Enforcement Committee.

8. The following violations remain outstanding at the time of this order:
a. Annual Reporting violations described in FOF #5 and 6; and

b. Written policy and procedures / tenant selection criteria violations described in
FOF # 7(b) and 7(c).

CONCLUSIONS OF LAW

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

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

3. Respondent violated 10 TAC §10.607 in 2018 and 2019 by failing to submit Annual
Owner’s Compliance Reports for the years 2017 and 2018.

4. Respondent violated 10 TAC §10.607 and §10.618 in 2019, by not submitting pre-onsite
documentation in preparation for the monitoring review.

5. Respondent violated 10 TAC §10.610 in 2019, by not maintaining written tenant
selection criteria meeting TDHCA requirements and not keeping copies in tenant files.

6. Respondent violated 10 TAC §10.617 in 2019, by failing to provide evidence of
affirmative marketing outreach.

7. Respondent violated 10 TAC § 10.614 in 2018 by failing to implement an updated utility
allowance.

8. Respondent violated 10 TAC §10.622 in 2019 by charging rents for five units that
exceeded income limits as a result of its failure to implement a new utility allowance.

0. Respondent violated leasing requirements in 10 TAC §10.613 in 2019, by failing to
execute required lease provisions for five units.

10. Respondent violated 10 TAC §10.612 in 2019, by failing to collect a self-certification for
one unit.

11. Respondent violated 10 TAC §10.611 and Section 2.4 of the LURA in 2019, by failing to
provide documentation that household income was within prescribed limits upon initial
occupancy for one unit.
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12.  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.

13. 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.

14. 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.

15.  An administrative penalty of $4,000 is an appropriate penalty in accordance with 10 TAC
Chapter 2.

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 Governing Board of
the Texas Department of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount of
$4,000, subject to partial deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby directed to pay a $500
portion of the assessed administrative penalty by cashier’s check payable to the “Texas
Department of Housing and Community Affairs” within thirty days of the date this Agreed Final
Order is approved by the Board.

IT IS FURTHER ORDERED that Respondent shall submit Part A of the AOCRs for 2017 and 2018
via CMTS as indicated in Exhibit 1 on before December 9, 2019.

IT IS FURTHER ORDERED that Respondent shall fully correct the file monitoring violations as
indicated in Exhibits 2 and 3, and submit full documentation of those corrections to TDHCA on
or before December 9, 2019.

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
performance under this order will be accepted in lieu of the remaining assessed administrative
penalty and the remaining $3,500 portion of the administrative penalty will be deferred and
forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise violates
any provision of this order, or the property is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the remaining administrative penalty in the
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amount of $3,500 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, or (2) the property closing
date if sold before the terms and conditions of this Agreed Final Order have been fully satisfied.

IT IS FURTHER ORDERED that corrective documentation must be uploaded to the Compliance
Monitoring and Tracking System (CMTS) by following the instructions at this link:
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman@tdhca.state.tx.us to
inform her that the documentation is ready for review. If it comes due and payable, the penalty
payment must be submitted to the following address:

If via overnight mail (FedEx, UPS): If via USPS:

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E 11t St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Exhibit 4, 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 , 2019.

By:
Name: J.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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, 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 §

§
COUNTY OF TRAVIS §

Before me, the undersigned notary public, on this 10th day of October, 2019, 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 §

§
COUNTY OF §
BEFORE ME, (notary name), a notary public in and for the State of ,
on this day personally appeared (person signing document),

known to me or proven to me through circle one: personally known / driver’s license / passport
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 , | am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. | hold the office of for Respondent. | 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 | 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 Governing
Board of the Texas Department of Housing and Community Affairs.”

RESPONDENT:
NEIGHBORHOOD HOUSING SERVICES OF DIMMIT
COUNTY, INC., Texas nonprofit corporation
By:
Name:
Title:
Given under my hand and seal of office this day of ,2019.

Signature of Notary Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF
My Commission Expires:

Page 8 of 17



Exhibit 1

Annual Owner’s Compliance Report Instructions

Part A (Owner’s Certification of Program Compliance) is delinquent for the 2017 and 2018 Annual Owner’s
Compliance Reports and must be submitted via CMTS.

CMTS is available at: https://pox.tdhca.state.tx.us/aims2/pox.

Technical support:

- Training materials regarding annual reporting is available at the following link:
https.//www.tdhca.state.tx.us/pmcomp/reports.htm .
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Resources:

Exhibit 2

File Monitoring Violation Resources and Instructions

1. Refer to the following link for all references to the rules at 10 TAC §10 that are referenced below:

http://texreg.sos.state.tx.us/public/readtacSext.ViewTAC?tac view=5&ti=10&pt=1&ch=10&sch=F&r

=Y

2. Corrections must be submitted via CMTS: See link for steps to upload documents
http://www.tdhca.state.tx.us/pmcdocs/CMTSUserGuide-AttachingDocs.pdf.

3. Important notes -

Instructions:

Do not backdate any documents listed below.

4. Written policies and procedures, including tenant selection criteria — Respondent submitted
written tenant selection criteria, however, the criteria were incomplete.

How to prepare compliant criteria:

Place a copy of your old 2014 written policies and procedures, including tenant selection
criteria, in the tenant files for each unit. Although these criteria are incomplete and
unacceptable, they are the criteria under which each household was screened. (Going
forward, you will place your new written policies into the tenant files for each new move-
in.)

Watch the webinar presentation at: http://www.tdhca.state.tx.us/pmcomp/presentations.htm.

Prepare updated written policies and procedures, including tenant selection criteria,
addressing all requirements at 10 TAC §10.610. Staff recommends using that rule as a
checklist. Ensure that you include an effective date for the policy.

The attached letter excerpt provides feedback regarding why your 2014 policies are
unacceptable.

The “10.610 (policy & procedures)” tab of this spreadsheet provides details regarding how
TDHCA monitors for this item so that you can check over your work before submission:
http://www.tdhca.state.tx.us/pmcdocs/OnsiteMonitoringForms.xlsx

What to submit: Once your written policies and procedures are complete, no later than 12/9/2019,

the owner must review the new policies, then submit via CMTS (1) a complete copy of the updated
written policies and procedures (including tenant selection criteria and (2) a signed Owner
Certification using the form included at Exhibit 3.
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Property ID # 2706
Property Weldon Blackard Rental
HOME File: 530112
WPP FINDING ATTACHMEINNT

MNoncomplhiance with tenant selection requirements described in §10.610 if this subchapter

Reason (Date of 2C 10,/1,/2018): The Tenant Selection Cateria submitted for the Development as
cogrective action was fonnd deficient in mmltiple areas.

1) 1W0TAC 510.610(b) Tenant Selection Crtena.

« 10TAC f10610(h)(A) the plan mmnst inclnde the reqnirements thar determine an
applicant's basic ebpihulity for the propeny, inchnding any preferences, restnictons,
and any other tenaney requirements. The tenant selection esiteria mmst specifically
List-

1) The income and rent limirs;

I) When applicable, restricuons on smdent ocenpancy and any exception: to
those zestrictions; and

J) Fees and/or deposits sequired as pant of the applicaton process.
Developments with HOME, NHTF, NSP, Section 311 and/or TCAP BF
wnits cannot collect an application deposit for nnits designated nader these
progeams. Cromers of HIC, TCAP and Eschange Developments are
disconraged from collecting an application depout If an application deposit
13 collected it amst soon after be coaverted into a refnndable secnoty deposit.
Mo fees or deposrts may be collected to place 2 honsehold or applicant on a
waiting list.

* 10TAC §10.610(b)(B) The applicant screening cotena mnst mclhide what 15 screened
and what scozes or findings wonld result in mnelipibiliey.

* 10TAC §10.610(b)(C)The screening criteria mmst list the ocenpancy standards. If
fevres than two persons (over the age of :ux) per bedroom for each rental nnit are
requited for reasoms other than those diected by local bmdding code or safery
repnlations, a written mstification mnst be prowided.

* 10TAC §10.810/L)D)The screening criteria mmst contain the following statement:
Wereening criveria will be applied in o manser consinrent wizh all applicable laws, incheding the
Tewas and Fedenal Fair Howring Ao, the Federna! Fair Credir Reporsing Ag, program
preidelines, and the Departmrent’s rules.”

) 10TAC §£10.610({c) Reasonable Accommeodatons Policy.
*  Clomers mmst mamtain 3 wotten Reasonable Accommedations poliey.
* The policy mnst provide:
A Information on how an applicant or oocrent resident with a disabdlity may
reqmest 3 reasonable accommodation: and
B. A nmeframe in which the Croner will espond to a request that is compliant
with 10TAC §1.204(k)(3} and (d} (relating to Reasonable Accommodations).
* The policy mmst not:
A BRequire a3 honsehold to make a seasonable accommodation request in
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E. Fequire a honsehold whose need is readily apparent to provide third pamy
docnmentation of a disabality;

C. Require a hounsehold to prowde specific medical or dizability informanon
other than the disabdity verfication that may be requested to venfy elighiley
for reasonable accommodation;

D Exclnde a honsehold with person(s) with disabidities from admmssion to the
Development becanse an acceszible nnit is not encrently available; or

E. Fequize a honsehold to rent a nait that has already been made accesable.

3) 10TAC 510.610(d) Wait List Palicy.

¢ Cropers pmst mameain 3 wotten wait st poliey, regardless of encrent nait availability.
The policy mmst be maintamed at the Development.

« 10TAC T10.610(d)(1) The policy mns:t include procednzes the Development nses in:

A, Opening, closing, and selecting applicants from the wat Lst;

B. Determuming how lawul preferences are appled; and

C. Procednres for poootzing applicants needing accesmble noms in
accordance with 24CFR £8.27 and Chapter 1, Subchapter B of this title.

+ 10TAC f10610(d)(Z) Developments with additional rent and ocenpancy sestrictions
st maintain 3 watng bst for their lower rent sestreted nairs. The Development's
wait list policy mmst inform applicants and encrent resdents of the avalabdicy of
lower rent nmts and the process for remting a lower rent nmit. Unless otherumse
approved at application, naderoroting and cost cerification, all not zizes mnst be
avaidable at the lower rent lioirs. The waithst policy for Developments with lower
rent restricted nnits nst address how the waiting list for their lowes sent restricted
mnits will be managed and mmst inclnde policies reparding changes in income thar
address the options availsble in §10.615 of dus mbchapter. The policy mnst not give
a preference to prospective applicants over emisting honseholds. However, a
Development may, but 15 not sequired to, ponomtize emisting homseholds over
prospective applicants.

4) 1W0TAC 510.610(f) Denied Apphcation Pohcy.
¢ COropers mnst maintain 1 wotten  policy reparding procedures for desving
applicanons and notfring denied applicants of their nphts.

1) The policy mmst address the manner by which rejections of applications will
be handled, inclnding ttmeframes and appeal procednses, if any.

I) Within seven days after the determination is made to deny an applicanon, the
owner mmst provide any sejected or mnelmble applicant that completed the
application process a wotten notification of the gronnds for rejection. The
wrtten notificaton must nchde:

A. The specific zeason for the denial and reference the specific leasing
certeria npon which the denal 15 based;,

E. Contact information for any third parties thar peowided the
mformation on wiech the rejectron was based and information on the
appeals process, if one iz nsed by the Development An appeals
procednse i3 required for HOME Developments that are owned by
Comomaity Honsng Development Organizations, and wmts ar
Developments that lease nnits nnder the Department’s Section §11-
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PRA program. The appeals process must provide a 14 day pecod for
the applicant to contest the zeason for the demial and comply with
other requirements of the HUD Handbook4350.3 4-9; and

C. The TDHCA form based on HUD form 5380 "Notee of Occnpaney
Rights nonder the Violence Against Women Act” and the HUD form
5382 "Cemification of Domestic Viclence, Dating Viclence, Sexmal
Aszzanlt, or Stallang and Alternate Docnmentation "

3) The Development mmst keep a log of all denied applicants that completed
the application process to inchade:

A Basic honsehold demographic and rental aszstance information, if
requested duping any part of the applicanon process;

B. The specific reason for which an apphcant was denied, the date the
decision was made; and

C. The date the denial notice was mailed or hand-delivered to the
applicant.

4 A file of all repected application: mmst be mainrined the length of tme
specified in the applicable progmm's recordkeeping requirements and
nclnde:

A A copy of the wrtten notice of demial; and
BE. The Tenant Selection Crteria policy nader which an applicant was
screenad.

5) WTAC §10.610(h) Unit Transfer Policies.
¢ Croners mnst mantan 3 wotten policy reparding procednres for honsehold: to
gequest a nadt tansfer. The policy mmst address the following:
1) How secnaty deposits will be handled for both the enerent nnit and the new
T
I) How transfers related to a zeasonable accommodanion will be addressed
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Exhibit 3:

Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development MName:  Weldon Blackard CATS IDx: 2706
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The above referenced Development was monitored on Febmary 12, 2019 to determine if the Development is in
compliance with the requirements of the HOLE programs. The review resulted in a fnding of noncompliance
nnder Title 10, Chapter 10, Subchapter F related to Compliance Monstoning, §10.610, Woitten Policies and
Procednres. Flease see attached Findings Repost for detads as to the specific poliey/procednre affected and
the reason for which the noncompliance was cted. Updare the policy/procedure as detalled om the
Findmgs Report with a revised effective date.

Under 10 TAC 52.401(c)(1}, The Department may debar any Responsible Party whe bar materially or repearedly violared any
congition impered by the Department in connection with the adminintration of a Department progran, incheding o material or
repeated wivlation of @ knd nse restriction agresment (LURA) reparding a development mupported aivh o bowsing fwe credit
alisearion. Hepeated fainre to comply with the provisions presenbed in §100610 may be considered a marerial
viclanon of the LURA. Crwners that repeatedly and materially wiolate their LURAs will be recommended for
debarment from participation in programs administered by the Department A copy of §10.610 is attached to

ensnre ongomng compliance.

L on behalf of Weldon Blackard am a doly anthosized representative,
who is 30 mthoszed by feazon of my position as to hereby certify, as tme and
corgect, that the above referenced noncompliance related wo §10.610 has been corrected in the manner
described and that all required written policies and procednses nader {10,610 are fully compliant with the mle.
If at the next onsite review, there has not been an ownership transfer and this event of noncompliance 15 ated
apain I nnderstand that the owner will be recommended for debarment

Signatnge of Anthorzed Cwrner Reprezentative Date

Waming: Title 15, 3ection 1001 of the U.3. Code makes it 2 coiminal offense oo make willful false satements or misrepressnsations oo oy

TDHCA
Drecember 2016



Exhibit 4:

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 and a
completed Ownership Transfer packet, if applicable, to the Department at least 45 calendar days prior to any
sale, transfer, or exchange of the Development or any portion of or Controlling interest in the Development.
Except as otherwise provided herein, the Executive Director's prior written approval of any such transfer is
required. The Executive Director may not unreasonably withhold approval of the transfer requested in
compliance with this section.

(b) Exceptions. The following exceptions to the ownership transfer process outlined herein apply:

(1) 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
Principals or the transferee is a Related Party who does not Control the Development and the transfer is
being made for estate planning purposes.

(2) Transfers that are the result of an involuntary removal of the general partner by the investment limited
partner do not require advance approval but must be reported to the Department as soon as possible due to
the sensitive timing and nature of this decision. In the event the investment limited partner has proposed a
new general partner or will permanently replace the general partner, a full Ownership Transfer packet must
be submitted.

(3) Changes to the investment limited partner, non-Controlling limited partner, or other non-Controlling
partners affiliated with the investment limited partner do not require Executive Director approval. A General
Partner's acquisition of the interest of the investment limited partner does not require Executive Director
approval, unless some other change in ownership is occurring as part of the same overall transaction.

(4) Changes resulting from foreclosure do not require advance approval but acquiring parties must notify
the Department as soon as possible of the revised ownership structure and ownership contact information.
(c) General Requirements.

(1) Any new Principal in the ownership of a Development must be eligible under §11.202 of Subchapter C
(relating to Ineligible Applicants and Applications). In addition, Principals will be reviewed in accordance with
Chapter 1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and
Advisory Committee).

(2) Changes in Developers or Guarantors must be addressed as non-material amendments to the application
under §10.405 of this subchapter.

(3) To the extent an investment limited partner or its Affiliate assumes a Controlling interest in a
Development Owner, such acquisition shall be subject to the Ownership Transfer requirements set forth
herein. Principals of the investment limited partner or Affiliate will be considered new Principals and will be
reviewed as stated under paragraph (1) of this subsection.

(4) Simultaneous transfer or concurrent offering for sale of the General Partner's and Limited Partner's
control and interest will be subject to the Ownership Transfer requirements set forth herein and will trigger a
Right of First Refusal, if applicable.

(d) Transfer Actions Warranting Debarment. 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 or the Department at risk
for financial exposure as a result of non-compliance, staff may make a recommendation to the Board for the
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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 Chapter 1, Subchapter
C of this title (relating to Previous Participation and Executive Award Review and Advisory Committee), prior
to recommending any new financing or allocation of credits.

(e) Transfers Prior to 8609 Issuance or Construction Completion. 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) an Applicant may request an amendment to its ownership structure to add Principals.
The party(ies) reflected in the Application as having Control must remain in the ownership structure and
retain Control, unless approved otherwise by the Executive Director. 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.

(f) Nonprofit Organizations. If the ownership transfer request is to replace a nonprofit organization within the
Development ownership entity, the replacement nonprofit 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 Nonprofit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Nonprofit Organization that meets the requirements of §42(h)(5) of the Code and Tex.
Gov't Code §2306.6706, if applicable, and can demonstrate planned participation in the operation of the
Development on a regular, continuous, and substantial basis.

(2) If the LURA requires ownership or material participation in ownership by a nonprofit organization or
CHDO, the Development Owner must show that the transferee is a nonprofit organization or CHDO, as
applicable, that complies with the LURA.

(3) Exceptions to the above may be made on a case by case basis if the Development is past its Compliance
Period/Federal Affordability Period, was not reported to the IRS as part of the Department's Nonprofit Set
Aside in any HTC Award year, and follows the procedures outlined in §10.405(b)(1) - (5) of this chapter
(relating to LURA Amendments that require Board Approval). The Board must find that:

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

(B) The participation by the nonprofit was substantive and meaningful during the full term of the
Compliance Period but is no longer substantive or meaningful to the operations of the Development; and

(C) The proposed purchaser is an affiliate of the current Owner or otherwise meets the Department's
standards for ownership transfers.
(g) Historically Underutilized Business (HUB) Organizations. If a HUB is the general partner or special limited
partner of a Development Owner and it determines to sell its ownership interest, after the issuance of 8609's,
the purchaser of that partnership interest or the general or special limited partner is not required to be a
HUB as long as the procedure described in §10.405(b)(1) of this chapter (relating to Non-Material LURA
Amendments) has been followed and approved.
(h) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances pertaining to the
transfer and the effects of approval or denial. Documentation must be submitted as directed in the Post
Award Activities Manual, which includes but is not limited to:

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

(2) Ownership transfer information, including but not limited to the type of sale, amount of Development
reserves to transfer in the event of a property sale, and the prospective closing date;

(3) Pre and post transfer organizational charts with TINs of each organization down to the level of natural
persons in the ownership structure as described in §11.204(13)(A) of Subchapter C;

(4) A list of the names and contact information for transferees and Related Parties;

(5) Previous Participation information for any new Principal as described in §11.204(13)(B) of Subchapter C;

(6) Agreements among parties associated with the transfer;
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(7) Owners Certifications with regard to materials submitted further described in the Post Award Activities
Manual;

(8) Detailed information describing the organizational structure, experience, and financial capacity of any
party holding a controlling interest in any Principal or Controlling entity of the prospective Development
Owner;

(9) Evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least 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;

(10) Any required exhibits and the list of exhibits related to specific circumstances of transfer or Ownership
as detailed in the Post Award Activities Manual.

(i) Once the Department receives all necessary information under this section and as required under the Post
Award Activities Manual, staff shall initiate a qualifications review of a transferee, in accordance with Chapter
1, Subchapter C of this title (relating to Previous Participation and Executive Award Review and Advisory
Committee), to determine the transferee's past compliance with all aspects of the Department's programs,
LURAs and eligibility under this chapter and §11.202 of Subchapter C (relating to Ineligible Applicants and
Applications).

(j) 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 years
prior to the transfer request date.

(k) Penalties, Past Due Fees and Underfunded Reserves. 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 or
fees 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. In the event a transferring Development has
a history of uncorrected UPCS violations, ongoing issues related to keeping housing sanitary, safe, and
decent, an account balance below the annual reserve deposit amount as specified in §10.404(a) (relating to
Replacement Reserve Accounts), or that appears insufficient to meet capital expenditure needs as indicated
by the number or cost of repairs included in a PCA, the prospective Development Owner may be required to
establish and maintain a replacement reserve account or increase the amount of regular deposits to the
replacement reserve account by entering into a Reserve Agreement with the Department. The Department
may also request a plan and timeline relating to needed repairs or renovations that will be completed by the
departing and/or incoming Owner as a condition to approving the Transfer.

(I) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by the
corresponding ownership transfer fee as outlined in §11.901 of this chapter (relating to Fee Schedule,
Appeals, and other Provisions).

Source Note: The provisions of this §10.406 adopted to be effective January 5, 2017, 41 TexReg 10569;
amended to be effective January 4, 2018, 42 TexReg 7610; amended to be effective December 30, 2018, 43
TexReg 8297
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action regarding a Material Amendment to the Housing Tax Credit
Land Use Restriction Agreement for Limestone Ridge Apartments (HTC #01150)

RECOMMENDED ACTION

WHEREAS, Limestone Ridge Apartments (the Development) received a 9% Housing Tax
Credit (HTC) award in 2001 to construct 76 multifamily units in Big Spring, Howard 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 over a two-year ROFR period;

WHEREAS, in 2015, the 84th Texas Legislature, Regular Session, amended Tex. Gov't Code
§2306.6725 and §2306.6726 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 as amended, an entity controlled by an entity
described by, 26 U.S.C. §42(i)(7)(A), Internal Revenue Code of 1986;

WHEREAS, UAH Limestone Ridge, L.P., the Development Owner, requests to amend the
Land Use Restriction Agreement (LURA) for the Development to incorporate changes
made to Tex. Gov’'t Code §2306.6725 and §2306.6726 in 2015; and

WHEREAS, amendment to the ROFR period in the LURA is a material change requiring
Board approval under 10 TAC §10.405(b)(2)(E), and the Development 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;

NOW, therefore, it is hereby
RESOLVED, that the material LURA amendment for Limestone Ridge 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.
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BACKGROUND

Limestone Ridge Apartments received a 9% HTC award in 2001 to construct 76 multifamily units in Big
Spring, Howard County. In a letter dated August 20, 2019, Sharon Fritz on behalf of Spring City Housing,
LLC, the General Partner of UAH Limestone Ridge, L.P., requested approval to amend the HTC LURA
related to the ROFR provision.

In 2001, the Housing Tax Credit application allotted five points to the Development Owner in exchange
for a two-year ROFR period. Upon completion of the Development, the Owner entered into a
Declaration of Land Use Restrictive Covenants/Land Use Restriction Agreement for Low-Income Housing
Tax Credits recorded in Howard County on December 12, 2002.

As approved in 2001, the additional use restrictions in the current HTC LURA would require, among other
things, 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)), the Department or to a tenant organization, if at any time after the 15% year of the
Compliance Period the owner decides to sell the property. The property is currently in the 17% year of
the 40-year Extended Use Period specified in the LURA. However, the Owner desires to exercise its rights
under Tex. Gov’t Code §2306.6726 to amend the LURA to allow for a 180-day ROFR period.

In 2015, the 84th Texas Legislature, Regular Session, passed HB 3576, which amended Tex. Gov’t Code
§2306.6725 to allow for a 180-day ROFR period and Tex. Gov’t Code §2306.6726 to allow for a Qualified
Entity to purchase a development under a ROFR provision of the LURA and satisfy the ROFR requirement.
Additionally, Tex. Gov’'t Code §2306.6726, as amended by HB 3576, defines Qualified Entity to mean an
entity described by, or an entity controlled by an entity described by, §42(i)(7)(A) of the Internal Revenue
Code of 1986. The Department’s 2019 Uniform Multifamily Rules, Subchapter E, include 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 10
TAC §10.405(b). The Development Owner held a public hearing on the matter on September 3, 2019, at
the Development’s onsite office/community clubhouse. No negative public comment was received

regarding the requested amendment.

Staff recommends approval of the material LURA amendment as presented herein.
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UAH LIMESTONE RIDGE, L.P.
2307 C. Roosevelt Drive
Arlington, Texas 76016

August 20, 2019

VIA HAND DELIVERY

Ms. Dee Patience

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

Austin, Texas 78701-2410

Re:  TDHCA File No. 01150; Limestone Ridge Apartments (the "Property")
Dear Ms. Patience:

The undersigned, being the General Partner (herein so called) of Limestone Ridge
Apartments, a Texas limited partnership (the "Partnership") and the current owner of the
Property. This letter constitutes request for a material LURA amendment in order to modify the
two-year Right of First Refusal (‘ROFR”) period.

Request to Amend ROFR Period

In 2015, Texas Government Code Section 2306.6726 was amended to allow for a 180-
day Right of First Refusal ("ROFR") period. Currently, the LURA for this Property requires a
two-year ROFR period. Section 10.405(b)(2)(E) of the Rules allows for a LURA amendment in
order to conform a ROFR to the provisions in Section 2306.6726. Therefore the General
Partner, acting on behalf of the Partnership, requests a LURA amendment to eliminate the two-
year ROFR period and replace it with the 180-day ROFR period.

LURA Amendment

In accordance with Section 10.405(b) of the Rules, the Partnership, is delivering a fee in
the amount of $2500. In addition, the Partnership commits to hold a public hearing, as required
by the Rules, and to notify all residents, investors, lenders, and appropriate elected officials as
to these proposed amendments. The Partnership will proceed to set a date and time for the
public hearing and will provide TDHCA with evidence that the notice has been delivered and the
hearing has been conducted. With that, the Partnership requests staff recommendation in
support of this request to be considered at the next available TDHCA Board meeting.
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Thank you very much for your assistance. Please do not hesitate to contact us if you
require any additional information.

Sincerely,

SPRING CITY HOUSING, LLC
a Texas limited liability company,

By: Housing Authority of the City of Big Spring,
a public corporation created under Chapter 392 of the
Texas Local Government code,

its sole member ;
By: M@H
s

aron Fritz, Exécutive Direlctor
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UAH LIMESTONE RIDGE, L.P.
2307 C. Roosevelt Drive
Arlington, Texas 76016

August 20, 2019

MMA Limestone Ridge, LLC
10 Arch Street
Boston, MA 02110

Dear Sir or Madam:

UAH Limestone Ridge, L.P. (the “Owner”) is the owner of Limestone Ridge Apartments
(the “Community”) which is located at 1401 US-87, Big Spring, Texas 79720. In order to help
finance the construction and development of the Community, the Owner received federal
funding through the Texas Department of Housing and Community Affairs (the “Department”).

A contractual restriction imposed by the Department mandates that if the Owner decides
to sell the Community at a certain time, a right of first refusal requires the Owner to offer the
Community for sale to a non-profit organization or a tenant organization for a period of up to two
years. Recent changes in Texas law allow for changes to the right of first refusal requirement,
including reducing the two-year period to a 180-day period and permitting the Owner to transfer
the Community to certain kinds of entities in the right of first refusal process. The Owner is
asking TDHCA to modify its contract so that these changes permitted by Texas law will apply.

In making its decision whether to approve Owner’s request, the Department considers
the opinions and views of the members of the Community and its elected representatives.
Accordingly, there will be a public meeting to discuss this matter. This meeting will take place at
the Community’s management office/clubhouse on September 3, 2019 at 2:00 p.m.
Information from this meeting will be submitted for consideration by the Texas Department of
Housing and Community Affairs Governing Board at their next available meeting.
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We invite you or one of your staff to attend and give your input on this proposal.

81205919v.1 0054596/00000

Sincerely,

UAH LIMESTONE RIDGE, L.P.,
a Texas limited partnership

By: Spring City Housing, LLC,
a Texas limited liability company,
its general partner

By: Housing Authority of the City of Big Spring,
a public corporation created under Chapter 392 of the
Texas Local Government code,
its sole member

By: /\O\A)S@Nﬂj@

Sharon)Fritz, Executive Diréctor —




UAH LIMESTONE RIDGE, L.P.
2307 C. Roosevelt Drive
Arlington, Texas 76016
August 20, 2019

Midland Loan Services, a PNC Real Estate Business
PO Box 25965
Shawnee Mission, Kansas 66225-5965

Dear Sir or Madam:

UAH Limestone Ridge, L.P. (the “Owner”) is the owner of Limestone Ridge Apartments
(the “Community”) which is located at 1401 US-87, Big Spring, Texas 79720. In order to help
finance the construction and development of the Community, the Owner received federal
funding through the Texas Department of Housing and Community Affairs (the “Department’).

A contractual restriction imposed by the Department mandates that if the Owner decides
to sell the Community at a certain time, a right of first refusal requires the Owner to offer the
Community for sale to a non-profit organization or a tenant organization for a period of up to two
years. Recent changes in Texas law allow for changes to the right of first refusal requirement,
including reducing the two-year period to a 180-day period and permitting the Owner to transfer
the Community to certain kinds of entities in the right of first refusal process. The Owner is
asking TDHCA to modify its contract so that these changes permitted by Texas law will apply.

In making its decision whether to approve Owner’s request, the Department considers
the opinions and views of the members of the Community and its elected representatives.
Accordingly, there will be a public meeting to discuss this matter. This meeting will take place at
the Community’s management office/clubhouse on September 3, 2019 at 2:00 p.m.
Information from this meeting will be submitted for consideration by the Texas Department of
Housing and Community Affairs Governing Board at their next available meeting.
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We invite you or one of your staff to attend and give your input on this proposal.

81205919v.1 0054596/00000

Sincerely,
UAH LIMESTONE RIDGE, L.P.,
a Texas limited partnership
By: Spring City Housing, LLC,
a Texas limited liability company,
its general partner
By: Housing Authority of the City of Big Spring,
a public corporation created under Chapter 392 of the
Texas Local Government code,
its sole member

Sharon Fritz, Executive Director-




UAH LIMESTONE RIDGE, L.P.
2307 C. Roosevelt Drive
Arlington, Texas 76016

August 20, 2019

Dear Resident:

Limestone Ridge Apartments (the “Community”) is owned by UAH Limestone Ridge,
L.P. (the “Owner”). In order to help finance the construction and development of the
Community, the Owner received federal funding through the Texas Department of Housing and
Community Affairs (the “Department”) (Phone: 512-475-3800; Website: www.tdhca.state.tx.us).

A contractual restriction imposed by the Department mandates that if the Owner decides
to sell the Community at a certain time, the Owner will offer the Community for sale to a non-
profit organization or a tenant organization for a period of up to two years and permitting the
Owner to transfer the Community to certain kinds of entities in the right of first refusal process.
To be consistent with a change in Texas law, the Owner is requesting Department approval to
change the two-year period to a 180-day period. TDHCA Uniform Multifamily Rules require that
notice of this request be provided to all residents of the Property.

In making its decision whether to approve Owner’s request, the Department considers
the opinions and views of the members of the Community. Accordingly, there will be a public
meeting to discuss this matter and we invite you to attend. The public hearing is your
opportunity to discuss the amendment request and voice your concerns. The public hearing will
take place at the Community’s management office/clubhouse on September 3, 2019, at 2:00
p.m. Information from this meeting will be submitted for consideration by the Department's
governing board at its next available meeting.

Please note that this proposal will not affect your current lease agreement, your rent
payment, or your security deposit. You will not be required to move out of your home or take
any other action because of this change. If the Department approves the Owner’s request, the
Community will not change at all from its current form.

If you are unable to attend the public hearing and would like to submit your concerns 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 and Community Affairs
Asset Management Division

221 East 11th Street

Austin, Texas 78701

We appreciate that Limestone Ridge Apartments is your home and we invite you to
attend and give your input on this proposal.

81205919v.1 0054396700000
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Thank you for choosing Limestone Ridge Apartments as your home.

81205919v.1 0054596/00000

Sincerely,

UAH LIMESTONE RIDGE, L.P.,
a Texas limited partnership

By: Spring City Housing, LLC,
a Texas limited liability company,
its general partner

By: Housing Authority of the City of Big Spring,
a public corporation created under Chapter 392 of the
Texas Local Government code,

its sole m?r%ie@r—v .
By: MD‘@&R/\/JK

Sharon/Fritz, Executive Difector—’
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LIMESTONE RIDGE APARTMENTS
PUBLIC HEARING
SEPTEMBER 3, 2019, 2:00 P.M.

Minutes of the meeting are as follows:

. Morry Boardman, VP Operations Mayfair Management Group, introduced himself and
the employees present

o Sharon Fritz — Big Spring Housing Authority
o Dianna Yanez — Limestone Ridge Property Manager
o Antonio Maldonado — Limestone Ridge Maintenance Tech

J Explanation that the property has a probable buyer and that part of the requirement of
the transaction is to hold this meeting for the current residents to ask questions.

J Explanation that their current lease contract will not change

J Question was asked for us to explain what a “Tax Credit” property was. Explained the
general concept of rent and income limits based on median figures for an area.

J Question was asked if rents would go up at the time of renewal. Explained that
Management at that time would give the required advanced notification, per the lease
agreement, if there were to be any rate increase.

J Question if current Management would continue here. Explained that the new owner
would have their own management company and would be making those decisions.

J Several questions to Sharon Fritz on the potential of getting a housing voucher. She
explained that they would need to come to the housing office to apply.

The meeting began at 2:05 p.m. and ended at 2:45 p.m.
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BOARD ACTION REQUEST
HOME AND HOMELESSNESS PROGRAMS DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on 2020 Homeless Housing and Services Program Youth
Set-Aside funds for the City of San Antonio

RECOMMENDED ACTION

WHEREAS, the Homeless Housing and Services Program (HHSP) was created by the 815t
Texas Legislature to be administered by the Texas Department of Housing and
Community Affairs (the Department) to fund homelessness prevention and homeless
services in Texas municipalities with populations over 285,500;

WHEREAS, House Bill (HB) 1 authorized by the 86™ Legislature included Rider 16, which
designated $1,500,000 each fiscal year to provide services to unaccompanied homeless
youth and homeless young adults 24 years of age and younger to be distributed through
HHSP;

WHEREAS, the allocation formula for HHSP is set forth in 10 TAC §7.23, Allocation of
Funds and Formula;

WHEREAS, the cities in Texas with a population that meet the threshold criteria for
HHSP are Arlington, Austin, Corpus Christi, Dallas, El Paso, Fort Worth, Houston, Plano
and San Antonio;

WHEREAS, the City of San Antonio applied to self-administer the HHSP youth set-aside
funds;

WHEREAS, awards for the 2020 HHSP Contracts were approved at the Board meeting of
July 25, 2019, except for the City of San Antonio which was undergoing Previous

Participation Review (PPR); and

WHEREAS, the Executive Award Review Advisory Committee (EARAC) reviewed the
compliance history and recommends the award;

NOW, therefore, it is hereby
RESOLVED, that the Executive Director and his designees, be and each of them hereby

are authorized, empowered, and directed, for and on behalf of the Department, to take
any and all such actions as they or any of them may deem necessary or advisable to
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effectuate the award of not less than $268,670 in a SFY 2020 HHSP youth set-aside
contract for the City of San Antonio.

BACKGROUND

In 2019 the 86 Legislature’s HB 1 authorized $9,800,000 over the biennium ($4,900,000 per year) for
HHSP to be allocated in municipalities with a population greater than 285,500. According to HB 1, Rider
16, an additional $1,500,000 per fiscal year must be allocated to provide services to unaccompanied
homeless youth and homeless young adults 24 years of age and younger. Rider 16 specifies that the
funds shall be distributed through HHSP. For the HHSP youth set-aside funds, Rider 16 specifically lists
eligible services as case management, emergency shelter, street outreach, and transitional living.

In accordance with 10 TAC §7.21, Purpose and Use, HHSP provides funding to areas in municipalities
with populations of 285,500 or greater, as determined by the most recent available One Year American
Community Survey (ACS). HHSP is allocated to Arlington, Austin, Corpus Christi, Dallas, El Paso, Fort
Worth, Houston, Plano, and San Antonio, per 10 TAC §7.23. Awards were approved in every city on July
25, 2019, except for the City of San Antonio for youth set-aside funds.

The Previous Participation Rule (10 TAC §1.302) includes a review of HHSP entities prior to Board
recommendation. This review was pending for the City of San Antonio on July 25, 2019, but has since
been completed. The City of San Antonio is being recommended without condition. The effective
Contract Term for the HHSP youth set-aside funds with the City of San Antonio will be October 10,
2019, through August 31, 2020, the end of the state fiscal year.
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BOARD ACTION REQUEST
EXECUTIVE DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on an order proposing amendments to 10 TAC 88.7, Tenant
Selection and Screening; an order proposing amendments to 10 TAC §823.61, Tenant-Based Rental
Assistance (TBRA) General Requirements; and directing their publication for adoption in the Texas
Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code 82306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, oversight of the affirmative marketing requirements and the written
policies and procedures (often called tenant selection criteria), and their associated
review process, are being moved organizationally within the Department from the
Compliance Division to the Fair Housing, Data Management and Reporting unit, and as
a result the two sections of the Compliance rule that govern those processes (10 TAC
810.610 and 10 TAC 810.617) are proposed to be repealed, while under separate
action being proposed as new sections within Chapter 10;

WHEREAS, references to 10 TAC 8§10.610 were made in two rules, that will now
warrant revision to ensure accurate references are reflected in these rules, and this
action proposes amendments to 10 TAC §8.7 Tenant Selection and Screening and to
10 TAC 823.61, Tenant-Based Rental Assistance (TBRA) General Requirements; and

WHEREAS, upon Board approval the proposed amendments will be released for public
comment in the Texas Register from October 25, 2019, to November 25, 2019, and
returned to the Board for final approval;

NOW, therefore, it is hereby

RESOLVED, that the proposed amendments to 10 TAC 88.7(g) Tenant Selection and
Screening, and to 10 TAC 823.61, Tenant-Based Rental Assistance (TBRA) General
Requirements together with the preambles presented to this meeting, are hereby
approved for publication in the Texas Register for public comment; and,

FURTHER RESOLVED, that the Executive Director and his designees be and each of them
hereby are authorized, empowered, and directed, for and on behalf of the Department,
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to cause the proposed actions herein in the form presented to this meeting, to be
published in the Texas Register for public comment, and in connection therewith, make
such non-substantive technical corrections as they may deem necessary to effectuate the
foregoing including any requested revisions to the preambles.

BACKGROUND

Oversight of the affirmative marketing requirements and the written policies and procedures (often
called tenant selection criteria), and their associated review process, are being moved organizationally
within the Department from the Compliance Division to the Fair Housing, Data Management and
Reporting unit. As a result the two sections of the Compliance rule that govern those processes (10 TAC
810.610 and 10 TAC 810.617) are proposed to be repealed, while under separate action are being
proposed as new sections within Chapter 10. To ensure accurate referential integrity the Department
also must amend two other rules noted above to update references.
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Attachment [1]: Preamble, including required analysis, for a proposed amendment to 10 TAC §8.7,
Tenant Selection and Screening.

The Texas Department of Housing and Community Affairs (the Department) proposes an amendment to
10 TAC 88.7(g), Tenant Selection and Screening. The purpose of this amendment is to correct a citation
referenced in the rule.

Tex. Gov’'t Code §2001.0045(b) does apply to the amendment being proposed and no exceptions are
applicable. However, the rule already exists and the correction is only administrative in nature. There
are no costs associated with this rule action, therefore no costs or impacts warrant a need to be offset.

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

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

1. Mr. Robert Wilkinson, Executive Director, has determined that, for the first five years the proposed
amendment would be in effect, the proposed amendment does not create or eliminate a government
program, but relates to correcting a citation in the rule.

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

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

4. The proposed amendment does not result in an increase in fees paid to the Department norin a
decrease in fees paid to the Department.

5. The proposed amendment is not creating a new regulation.
6. The proposed amendment will not repeal an existing regulation.

7. The proposed amendment will not increase nor decrease the number of individuals subject to the
rule’s applicability.

8. The proposed amendment will not negatively nor positively affect this state’s economy.

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

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

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

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV'T CODE 82001.024(a)(6).
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The Department has evaluated the proposed amendment as to its possible effects on local economies
and has determined that for the first five years the proposed amendment would be in effect there would
be no economic effect on local employment; therefore, no local employment impact statement is
required to be prepared for the rule.

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

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE 82001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the proposed amendment is in effect, enforcing or administering the
amendment does not have any foreseeable implications related to costs or revenues of the state or local
governments.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held October 25, 2019, to
November 25, 2019, to receive input on the proposed amended section. Written comments may be
submitted to the Texas Department of Housing and Community Affairs, Attn: Brooke Boston, Rule
Comments, P.O. Box 13941, Austin, Texas 78711-3941 or email brooke.boston@tdhca.state.tx.us. ALL
COMMENTS MUST BE RECEIVED BY 5:00 p.m., Austin local time, NOVEMBER 25, 2019.

STATUTORY AUTHORITY. The proposed amendment is made pursuant to Tex. Gov't Code, §2306.053,
which authorizes the Department to adopt rules. Except as described herein the proposed amended
sections affect no other code, article, or statute.
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88.7 Program Regulations and Requirements

(a) Participation in the 811 PRA Program is encouraged and incentivized through the Department's
Multifamily Rules. Once committed in the Multifamily Application, a Development must not accept a
fund source that would prevent it from participating in the 811 PRA Program.

(b) An Existing Development that is already participating in the 811 PRA Program is eligible to have an
additional commitment of 811 PRA Units as long as the integrated housing requirements as noted in
88.3(c) of this chapter (relating to Participation as a Proposed Development) are not violated.

(c) The types (e.g., accessible, one bedroom, first floor, etc.) and the specific number of Assisted Units
(e.g., units 101, 201, etc.) will be "floating"” (flexible) and dependent on the needs of the Department
and the availability of the Assisted Units on the Eligible Multifamily Property.

(d) Occupancy Requirements. Owner is required to follow all applicable Program Requirements including
but not limited to the following occupancy requirements found in HUD Handbook 4350.3 REV-1 and
Housing Notices:

(1) H 2012-06, Enterprise Income Verification (EIV) System;

(2) H 2012-26, Extension of Housing Notice 2011-25, Enterprise Income Verification (EIV) & You
Brochure-Requirements for Distribution and Use;

(3) H2012-22, Further Encouragement for O/As to Adopt Optional Smoke-Free Housing Policies;

(4) H2012-11, State Registered Lifetime Sex Offenders in Federally Assisted Housing;

(5) H 2012-09, Supplemental Information to Application for Assistance Regarding Identification of
Family Member, Friend or Other Persons or Organization Supportive of a Tenant for Occupancy in HUD
Assisted Housing; or

(6) H 2017-05, Violence Against Women Act (VAWA) Reauthorization Act of 2013, Additional Guidance
for Multifamily Owners and Management Agents.

(e) Use Agreements. The Owner must execute the Use Agreement, as found in Exhibit 10 of the
Cooperative Agreement, before the execution of the RAC and comply with the following:

(1) Use Agreement should be properly recorded according to local laws in the official public records on
the Eligible Multifamily Property. The Owner shall provide to TDHCA within 30 days of its receipt of the
recorded Use Agreement, a copy of the executed, recorded Use Agreement.

(2) From the date the Property Agreement is entered into, the Owner shall not enter into any future
use agreements or other subsidy programs that would diminish the number of Assisted Units that can
be placed on the Eligible Multifamily Property.

(3) TDHCA will enforce the provisions of the Use Agreement and RAC consistent with HUD's internal
control and fraud monitoring requirements.

(f) Tenant Certifications, Reporting and Compliance.

(1) TRACS & EIV Systems. The Owner shall have appropriate software to access the Tenant Rental
Assistance Certification System (TRACS) and the EIV System. The Owner shall be responsible for ensuring
Program information is entered into these systems. TRACS is the only system by which an Eligible
Multifamily Property can request Project Rental Assistance payments.

(2) Outside Vendors. The Owner has the right to refuse assistance from outside vendors hired by
TDHCA, but is still required to satisfy the Program Requirements.

(3) Tenant Certification. The Owner shall transmit Eligible Tenant's certification and recertification data,
transmit voucher data, and communicate errors electronically in a form consistent with HUD reporting
requirements for HUD Secure Systems.
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(9) Tenant Selection and Screening.

(1) Target Population. TDHCA will screen Eligible Applicants for compliance with TDHCA's Program
Target Population criteria and do an initial screening for Program Requirements. The Inter-Agency
Partnership Agreement describes the specific Target Population eligible for TDHCA's Program. The Target
Population may be revised, with HUD approval.

(2) Tenant Selection Plan. Upon the execution of the Participation Agreement, the Owner will submit
the Eligible Multifamily Property's Tenant Selection Criteria, as defined by and in accordance with 10 TAC
810.802610 (relating to Written Policies and Procedures), to TDHCA for approval. TDHCA will review the
Tenant Selection Plan for compliance with existing Tenant Selection Criteria requirements, and
consistent with TDHCA's Section 811 PRA Participant Selection Plan.

(3) Tenant Eligibility and Selection. The Owner is responsible for ultimate eligibility and selection of an
Eligible Tenant and will comply with the following:

(A) The Owner must accept referrals of an Eligible Tenant from TDHCA and retain copies of all
applications received. The Owner is responsible for notifying the prospective Eligible Tenant and TDHCA
in writing regarding any denial of a prospective Eligible Tenant's application to an Eligible Multifamily
Property and the reason for said denial. In the notice of denial, the Owner is responsible for notifying
the Eligible Tenant of the right to dispute a denial, as outlined in HUD Handbook 4350.3. The results of
the dispute must be sent to the Eligible Tenant and TDHCA in writing.

(B) The Owner is responsible for determining age of the qualifying member of the Eligible Families.
Eligible Family member must be at least 18 years of age and under the age of 62.

(C) The Owner is responsible for criminal background screening as required by HUD Handbook 4350.3.

(D) Verification of Income. The Owner is responsible for determining income of Eligible Families. The
Owner shall verify income through the Enterprise Income Verification (EIV) System. The Owner must
certify an Eligible Tenant and Eligible Families at least annually and verify their income. If the household
is also designated under the Housing Tax Credit or other Department administered program, the Owner
must obtain third party, or first hand, verification of income in addition to using the EIV system.

(h) Rental Assistance Contracts.

(1) Applicability. If requested by TDHCA, the Owner shall enter into a RAC. Not all properties with an
Owner Participation Agreement will have a RAC, but when notified by TDHCA, the Eligible Multifamily
Property must enter into a RAC(s) and begin serving Eligible Applicants.

(2) Notice. TDHCA will provide written notice to the Owner if and when it intends to enter into a RAC
with the Owner.

(3) Assisted Units. TDHCA will determine the number of Units (up to the maximum listed in the Property
Agreement) to place in the RAC(s) which may be fewer than the number of Units identified in the
Property Agreement.

(4) TDHCA will designate the bedroom composition of the Assisted Units, as required by the RAC.
However, based on an actual Eligible Tenant, this may fluctuate. It is possible that an Eligible Multifamily
Property will have a RAC for fewer units than the number committed in the Participation Agreement.

(5) If no additional applicants are referred to the property, the RAC may be amended to reduce the
number of Assisted Units. Owners who have an executed RAC must continue to notify TDHCA of any
vacancies for units not under a RAC if additional units were committed under the Agreement. For
instance, if the Owner has committed 10 units under the Agreement and only has a RAC for five Assisted
Units, the Owner must continue to notify TDHCA of all vacancies until there is a RAC for 10 Assisted Units.
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(6) Amendments. The Owner agrees to amend the RAC(s) upon request of TDHCA. Some examples are
amendments that may either increase or decrease the total number of Assisted Units or increase or
decrease the associated bedroom sizes; multiple amendments to the RAC may occur over time. The total
number of Assisted Units in the RAC will not exceed the number of Assisted Units committed in the
Participation Agreement, unless by request of the Owner.

(7) Contract Term. TDHCA will specify the effective date of the RAC. During the first year of the RAC and
with approval from HUD, the Owner may request to align the anniversary date of the RAC with existing
federal or state housing programs layered on the Eligible Multifamily Property.

(8) Rent Increase. Owners must submit a written request to TDHCA 30 days prior to the anniversary
date of the RAC to request an annual increase.

(9) Utility Allowance. The RAC will identify the TDHCA approved Utility Allowance being used for the
Assisted Units for the Eligible Multifamily Property. The Owner must notify TDHCA if there are changes
to the Utility Allowance calculation methodology being used.

(10) Termination. Although TDHCA has discretion to terminate a RAC due to good cause, an Owner
cannot opt-out of a RAC. The RAC survives a foreclosure, assignment, sale in lieu of foreclosure, or sale
of the Eligible Multifamily Property to the extent allowed by law.

(11) Foreclosure of Eligible Multifamily Property. Upon foreclosure, assignment, sale in lieu of
foreclosure, or sale of the Eligible Multifamily Property to the extent allowed by law:

(A) The RAC shall be transferred to new owner by contractual agreement or by the new owner's
consent to comply with the RAC, as applicable;

(B) Rental Assistance Payments will continue uninterrupted in accordance with the terms of the RAC;
and

(C) Voluntary and involuntary transfers or conveyances of property must adhere to the ownership
transfer process in 10 TAC 8§10.406, (as amended), regarding Ownership Transfer requests.
(i) Advertising and Affirmative Marketing.

(1) Advertising Materials. Upon the execution of the Property Agreement, the Owner must provide

materials for the purpose of advertising the Eligible Multifamily Property, including but not limited to:
(A) Depictions of the units including floor plans;
(B) Brochures;
(C) Tenant selection criteria;
(D) House rules;
(E) Number and size of available units;
(F) Number of units with accessible features (including, but not limited to units designed to meet
Uniform Federal Accessibility Standards, the Fair Housing Act, or the Americans with Disabilities Act);
(G) Documentation on access to transportation and commercial facilities; and
(H) A description of onsite amenities.

(2) Affirmative Marketing. TDHCA and its service partners will be responsible for affirmatively marketing
the Program to Eligible Applicants.

(3) At any time, TDHCA may choose to advertise the Eligible Multifamily Property, even if the Eligible
Multifamily Property has not yet entered into a RAC.

(j) Leasing Activities.

(1) Segregation of Assisted Units. The Owner must take actions or adopt procedures to ensure that the
Assisted Units are not segregated to one area of a building (such as on a particular floor or part of a floor
in a building) or in certain sections within the Eligible Multifamily Property.
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(2) Form of Lease. The Owner will use the HUD Section 811 PRA Model Lease (HUD-92236-PRA), Exhibit
11 of the Cooperative Agreement and any Department approved Addendums, for all Eligible Families
once a RAC is signed. The initial lease will be for not less than one year.

(3) Communication. Owners are required to document in writing all communication between the
Eligible Tenant and the Owner, or Owner-designated agent regarding applications, notifications,
evictions, complaints, non-renewals and move outs.

(4) Lease Renewals and Changes. The Owner must notify TDHCA of renewals of leases with Eligible
Families and any changes to the terms of the lease.

(k) Rent.

(1) Tenant Rent Payment. The Owner is responsible for remitting any Tenant Rent payment due to the
Eligible Tenant if the Utility Allowance exceeds the Total Tenant Payment. The Owner will determine the
Tenant Rent payment of the Eligible Tenant, based on HUD Handbook 4350.3, and is responsible for
collecting the Tenant Rent payment.

(2) Rent Increase. Owner must provide the Eligible Tenant with at least 30 days notice before increasing
rent.

(3) Rent Restrictions. Owner will comply with the following rent restrictions:

(A) If the Development has a TDHCA enforced rent restriction that is equal to or lower than Fair Market
Rent (FMR), the initial rent is the maximum TDHCA enforced rent restriction at the Development.

(B) If there is no existing TDHCA enforced rent restriction on the Unit, or the existing TDHCA enforced
rent restriction is higher than FMR, TDHCA will work with the Owner to conduct a market analysis of the
Eligible Multifamily Property to support that a rent higher than FMR is attainable.

(C) After the signing of the original RAC with TDHCA, the Owner may request a new anniversary date
to be consistent with other rent restrictions on the Eligible Multifamily Property allowed by TDHCA.

(D) After the signing of the original RAC, upon request from the Owner to TDHCA, Rents may be
adjusted on the anniversary date of the RAC.

(E) Adjustments may not result in higher rents charged for an Assisted Unit as compared to a non-
assisted unit. The calculation or methodology used for the annual increase amount will be identified in
the Eligible Multifamily Property's RAC.

(F) Owner can submit a request for a rent increase or to change the contract anniversary date using HUD
Form 92458.
(I) Vacancy; Transfers; Eviction; Household Changes.

(1) Holding Assisted Units. Once an Owner signs a RAC, the Eligible Multifamily Property must hold an
available Assisted Unit for 60 days while a qualified Eligible Applicant applies for and moves into the
Assisted Unit.

(2) Notification. Owner will notify TDHCA of determination of ineligibility or the termination of any
participating Eligible Families or any member of a participating Eligible Family.

(3) Initial Lease-up. Owners of newly constructed, acquired and/or rehabilitated Eligible Multifamily
Property must notify TDHCA no later than 180 days before the Eligible Multifamily Property will be
available for initial move-in.

(4) Vacancy. Once a RAC is executed, the Owner must notify TDHCA of the vacancy of any Unit, including
those that have not previously been occupied by an Eligible Tenant, as soon as possible, not to exceed
seven calendar days from when the Owner learns that an Assisted Unit will become available. TDHCA
will acknowledge receipt of the notice by responding to the Owner in writing within three business days
from when the notice is received by the Department stating whether or not TDHCA will be accepting the
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available Unit, and making a subsequent referral for the Unit. If the qualifying Eligible Tenant vacates the
Assisted Unit, TDHCA will determine if the remaining family members are eligible for continued
assistance from the Program.

(5) Vacancy Payment. An Owner of an Eligible Multifamily Property that is not under a RAC may not
receive a vacancy payment. TDHCA may make vacancy payments not to exceed 80% of the Contract
Rent, during this time to the Eligible Multifamily Property, potentially for up to 60 days. After 60 days,
the Owner may lease that Assisted Unit to a non-Eligible Tenant.

(6) Household Changes; Transfers. Owners must notify TDHCA if the Eligible Tenant requests an Assisted
Unit transfer. Owner will notify TDHCA of any household changes in an Assisted Unit within three
business days. If the Owner determines that, because of a change in household size, an Assisted Unit is
smaller than appropriate for the Eligible Tenant to which it is leased or that the Assisted Unit is larger
than appropriate, the Owner shall refer to TDHCA's written policies regarding family size, unit transfers,
and waitlist management. If the household is determined by TDHCA to no longer be eligible, TDHCA will
notify the Owner. Rental Assistance Payments with respect to the Assisted Unit will not be reduced or
terminated until the eligible household has been transferred to an appropriately sized Assisted Unit.

(7) Eviction and Nonrenewal. Owners are required to notify the Department by sending a copy of the
applicable notice via email to the 811 TDHCA Point of Contact, as identified in the Owner Participation
Agreement, at least three calendar days before providing a Notice to Vacate or a Notice of Nonrenewal
to the Tenant.

(m) Construction Standards, Accessibility, Inspections and Monitoring.

(1) Construction Standards. Upon execution of a RAC, the Eligible Multifamily Property shall be required
to conform to Uniform Physical Conditions Standards (UPCS) which are uniform national standards
established by HUD for housing that is decent, safe, sanitary, and in good repair. The site, building
exterior, building systems, dwelling units and common areas of the Eligible Multifamily Property, as more
specifically described in 24 CFR 85.703, must be inspected in any physical inspection of the property.

(2) Inspection. Prior to occupancy, the Eligible Tenant must be given the opportunity to be present for
the move-in unit inspection.

(3) Repair and Maintenance. Owner will perform all repair and maintenance functions, including
ordinary and extraordinary maintenance; will replace capital items; and will maintain the premises and
equipment, appurtenant thereto, in good repair, safe and sanitary condition consistent with HUD and
TDHCA requirements.

(4) Accessibility. Owner must ensure that the Eligible Multifamily Property will meet or exceed the
accessibility requirements under 24 CFR Part 8, which implements Section 504 of the Rehabilitation Act
of 1973; the Fair Housing Act Design Manual; Titles 1l and 11l of the Americans with Disabilities Act (42
U.S.C. 8812131 - 12189), as implemented by the U.S. Department of Justice regulations at 28 CFR Parts
35 and 36; and the Federal Fair Housing Act as implemented by HUD at 24 CFR Part 100. However,
Assisted Units can consist of a mix of accessible units for those persons with physical disabilities and non-
accessible units for those persons without physical disabilities.

(n) Owner Training. The Owner is obligated to train all property management staff on the requirements
of the Program. The Owner will ensure that any new property management staff who is involved in
serving Eligible Families review training materials found on the Program's webpage including webinars,
manuals and checklists.

(0) Reporting Requirements. Owner shall submit to TDHCA such reports on the operation and
performance of the Program as required by the Participation Agreement and as may be required by
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TDHCA. Owner shall provide TDHCA with all reports necessary for TDHCA's compliance with 24 CFR Part
5, or any other federal or state law or regulation.
(p) Environmental Laws and Regulations.

(1) Compliance with Laws and Regulations. Owner must comply with, as applicable, any federal, state,
or local law, statute, ordinance, or regulation, whether now or hereafter in effect, pertaining to health,
industrial hygiene, or the environmental conditions on, under, or about the Land or the Improvements,
including without limitation, the following, as now or hereafter amended:

(A) Hazardous Materials Transportation Act (49 U.S.C.A. 81801 et seq.);

(B) Insecticide Fungicide and Rodenticide Act (7 U.S.C.A. 8136 et seq.);

(C) National Environmental Policy Act (42 U.S.C. 84321 et seq.) (NEPA);

(D) Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (42 U.S.C.A.
89601 et seq.) (CERCLA), as amended by the Superfund Amendments and Reauthorization Act of 1986
(Pub. L. No. 99-499, 100 Stat. 1613, as amended Pub. L. No. 107-377) (Superfund or SARA);

(E) Resource, Conservation and Recovery Act (24 U.S.C.A. 86901 et seq.) (RCRA);

(F) Toxic Substances Control Act, (15 U.S.C.A. §2601 et seq.);

(G) Emergency Planning and Community Right to Know Act of 1986 (42 U.S.C.A. 81101 et seq.);

(H) Clean Air Act (42 U.S.C.A. 87401 et seq.) (CAA);

(1) Federal Water Pollution Control Act and amendments (33 U.S.C.A. §1251 et seq.) (Clean Water Act
or CWA);

() Any corresponding state laws or ordinances including but not limited to Chapter 26 of the Texas
Water Code regarding Water Quality Control;

(K) Texas Solid Waste Disposal Act (Chapter 361 of the Texas Health & Safety Code, formerly Tex. Rev.
Civ. Stat. Ann. Art. 4477-7);

(L) Comprehensive Municipal Solid Waste Management, Resource Recovery, and Conservation Act
(Chapter 363 of the Texas Health & Safety Code);

(M) County Solid Waste Control Act (Chapter 364 of the Texas Health & Safety Code);

(N) Texas Clean Air Act (Chapter 382 of the Texas Health & Safety Code);

(O) Hazardous Communication Act (Chapter 502 of the Texas Health & Safety Code); and

(P) Regulations, rules, guidelines, or standards promulgated pursuant to such laws, statute and
regulations, as such statutes, regulations, rules, guidelines, and standards, as amended from time to
time.

(2) Environmental Review. The environmental effects of each activity carried out with funds provided
under this Agreement must be assessed in accordance with the provisions of the Program Requirements,
National Environmental Policy Act of 1969 (NEPA) (42 U.S.C. 8432 et seq.). Each such activity must have
an environmental review completed and support documentation prepared in accordance with 10 TAC
810.305 complying with the NEPA, including screening for vapor encroachment following American
Society for Testing and Materials (ASTM) 2600-10.

(q) Labor Standards.

(1) Owner understands and acknowledges that every contract for the construction (rehabilitation,
adaptive reuse, or new construction) of housing that includes 12 or more units assisted with Program
funds must contain provisions in accordance with Davis-Bacon Regulations.

(2) Owner understands and acknowledges that every contract involving the employment of mechanics
and laborers of said construction shall be subject to the provisions, as applicable, of the Contract Work
Hours and Safety Standards Act, as amended (40 U.S.C. 883701 to 3708), Copeland (Anti-Kickback) Act
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(40 U.S.C. 83145), the Fair Labor Standards Act of 1938, as amended (29 U.S.C. §201, et seq.) and Davis-
Bacon and Related Acts (40 U.S.C. 883141 - 3148).

(3) Owner further acknowledges that if more housing units are constructed than the anticipated 11 or
fewer housing units, it is the Owner's responsibility to ensure that all the housing units will comply with
these federal labor standards and requirements under the Davis-Bacon Act as supplemented by the U.S.
Department of Labor regulations ("Labor Standards Provisions Applicable to Contracts Covering
Federally Financed and Assisted Construction” at 29 CFR Part 5).

(4) Owner also understands that structuring the proposed assistance for the rehabilitation or
construction of housing under this Agreement to avoid the applicability of the Davis-Bacon Act is
prohibited.

(5) Construction contractors and subcontractors must comply with regulations issued under these
federal acts described herein, with other federal laws, regulations pertaining to labor standards,
including but not limited to "Labor Standards Provisions Applicable to Contracts Covering Federally
Financed and Assisted Construction” at 29 CFR Part 5, HUD Federal Labor Provisions (HUD form 4010).
(r) Lead-Based Paint. Housing assisted with Program funds is subject to the Lead-Based Paint Poisoning
Prevention Act (42 U.S.C. 884821 - 4846), the Residential Lead-Based Paint Hazard Reduction Act of 1992
(42 U.S.C. 884851 - 4856), and implementing regulations Title X of the 1992 Housing and Community
Development Act at 24 CFR Part 35, (including subparts A, B, J, K, M and R). Owner shall also comply with
the Lead: Renovation, Repair, and Painting Program Final Rule, 40 CFR Part 745 and Response to Children
with Environmental Intervention Blood Lead Levels. Failure to comply with the lead-based paint
requirements may be subject to sanctions and penalties pursuant to 24 CFR 835.170.

(s) Limited English Proficiency. Owner shall comply with the requirements in Executive Order 13166 of
August 11, 2000, reprinted at 65 FR 50121, August 16, 2000, Improving Access to Services for Persons
with Limited English Proficiency and 67 FR 41455. To ensure compliance the Owner must take reasonable
steps to insure that LEP persons have meaningful access to the program and activities. Meaningful access
may entail providing language assistance services, including oral and written translation, where
necessary.

(t) Procurement of Recovered Materials. Owner, its subrecipients, and its contractors must comply with
Section 6002 of the Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery
Act. The requirements of Section 6002 include procuring only items designated in guidelines of the
Environmental Protection Agency (EPA) at 40 CFR Part 247 that contain the highest percentage of
recovered materials practicable, consistent with maintaining a satisfactory level of competition, where
the purchase price of the item exceeds $10,000 or the value of the quantity acquired by the preceding
fiscal year exceeded $10,000; procuring solid waste management services in a manner that maximizes
energy and resource recovery; and establishing an affirmative procurement program for procurement
of recovered materials identified in the EPA guidelines.

(u) Drug-Free Workplace. Owner will follow the Drug-Free Workplace Act of 1988 (41 U.S.C 8701, et seq.)
and HUD's implementing regulations at 2 CFR Part 2429. Owner affirms by executing the Certification
Regarding Drug-Free Workplace Requirements attached hereto as Addendum B, that it is implementing
the Drug-Free Workplace Act of 1988.

(v) Nondiscrimination, Fair Housing, Equal Access and Equal Opportunity.

(1) Equal Opportunity. The Owner agrees to carry out an Equal Employment Opportunity Program in
keeping with the principles as provided in President’s Executive Order 11246 of September 24, 1965, as
amended, and its implementing regulations at 41 CFR Part 60.
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(2) Fair Housing Poster. The Owner is required to place a fair housing poster (HUD-928.1 and HUD-
9281.A) provided by TDHCA in the leasing office, online, or anywhere else rental activities occur pursuant
to 24 CFR 8200.620(e). A copy of the poster in Spanish and in English can be found at
http://www.tdhca.state.tx.us/section-811-pra/participating-agents.htm.

(3) Nondiscrimination Laws. Owner shall ensure that no person shall, on the grounds of race, color,
religion, sex, disability, familial status, or national origin, be excluded from participation in, be denied
the benefits of, or be subjected to discrimination under, any Program or activity funded in whole or in
part with funds provided under this Agreement. Owner shall follow Title VI of the Civil Rights Act of 1964,
as amended (42 U.S.C. 82000d et seq.), the Age Discrimination Act of 1975 (42 U.S.C. 86101 et seq.) and
its implementing regulations at 24 CFR Part 146, Titles Il and Il of the Americans with Disabilities Act (42
U.S.C. 8812131 - 12189; 47 U.S.C. 88155, 201, 218 and 255) as implemented by U.S. Department of
Justice at 28 CFR Parts 35 and 36, Section 527 of the National Housing Act (12 U.S.C. 81701z-22), the
Equal Credit Opportunity Act (15 U.S.C. 81691 et seq.), the Equal Opportunity in Housing (Executive
Order 11063 as amended by Executive Order 12259) and its implementing regulations at 24 CFR Part 107
and The Fair Housing Act (42 U.S.C. 83601 et seq.), as implemented by HUD at 24 CFR Part 100-115.

(4) Affirmatively Furthering Fair Housing. By Owner's execution of the Agreement and pursuant to
Section 808(e)(5) of the Fair Housing Act, Owner agrees to use funds in a manner that follows the State
of Texas' "Analysis of Impediments" or "Assessment of Fair Housing", as applicable and as amended, and
will maintain records in this regard.

(5) Protections for Victims of Domestic Violence, Dating Violence, Sexual Assault, or Stalking. Subpart L
of 24 CFR part 5 shall apply to the Assisted Units in Eligible Multifamily Properties.

(w) Security of Confidential Information.

(1) Systems Confidentiality Protocols. Owner must undertake customary and industry standard efforts
to ensure that the systems developed and utilized under this Agreement protect the confidentiality of
every Eligible Applicant's and Eligible Tenant's personal and financial information, both electronic and
paper, including credit reports, whether the information is received from the Eligible Applicants, Tenants
or from another source. Owner must undertake customary and industry standard efforts so that neither
they nor their systems vendors disclose any Eligible Applicant's or Tenant's personal or financial
information to any third party, except for authorized personnel in accordance with this Agreement.

(2) Protected Health Information. If Owner collects or receives documentation for disability, medical
records or any other medical information in the course of administering the Program, Owner shall
comply with the Protected Health Information state and federal laws and regulations, as applicable,
under 10 TAC §1.24, (relating to Protected Health Information), Chapter 181 of the Texas Health and
Safety Code, the Health Insurance Portability and Accountability Act of 1996 (HIPAA) (Pub. L. 104-191,
110 Stat. 1936, enacted August 21, 1996), and the HIPAA Privacy Rules (45 CFR Part 160 and Subparts A
and E of 45 CFR Part 164). When accessing confidential information under this Program, Owner hereby
acknowledges and further agrees to comply with the requirements under the Interagency Data Use
Agreement between TDHCA and the Texas Health and Human Services Agencies dated October 1, 2015,
as amended.

(X) Real Property Acquisition and Relocation. Except as otherwise provided by federal statute, HUD-
assisted programs or projects are subject to the Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970, as amended (Uniform Act or URA) (42 U.S.C. 84601), and the
government wide implementing regulations issued by the U.S. Department of Transportation at 49 CFR
Part 24. The Uniform Act's protections and assistance apply to acquisitions of real property and
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displacements resulting from the acquisition, rehabilitation, or demolition of real property for federal or
federally assisted programs or projects. With certain limited exceptions, real property acquisitions for a
HUD-assisted program or project must comply with 49 CFR Part 24, Subpart B. To be exempt from the
URA's acquisition policies, real property acquisitions conducted without the threat or use of eminent
domain, commonly referred to as voluntary acquisitions, the Owner must satisfy the applicable
requirements of 49 CFR §24.101(b)(1) - (5). Evidence of compliance with these requirements must be
maintained by the recipient. The URA's relocation requirements remain applicable to any tenant who is
displaced by an acquisition that meets the requirements of 49 CFR 824.101(b)(1) - (5). The relocation
requirements of the Uniform Act, and its implementing regulations at 49 CFR Part 24, cover any person
who moves permanently from real property or moves personal property from real property as a direct
result of acquisition, rehabilitation, or demolition for a program or project receiving HUD assistance.
While there are no statutory provisions for temporary relocation under the URA, the URA regulations
recognize that there are circumstances where a person will not be permanently displaced but may need
to be moved from a project for a short period of time. Appendix A of the URA regulation (49 CFR
824.2(a)(9)(i1)(D)) explains that any tenant who has been temporarily relocated for a period beyond one
year must be contacted by the displacing agency and offered URA relocation assistance.

(y) Dispute Resolution; Conflict Management.

(1) Eligible Tenant Disputes. The Owner or Owner's representative is required to participate in a Dispute
Resolution process, as required by HUD, to resolve an appeal of an Eligible Tenant dispute with the
Owner.

(2) Agreement Disputes. In accordance with Tex. Gov't Code 2306.082, it is TDHCA's policy to encourage
the use of appropriate alternative dispute resolution procedures (ADR) under the Governmental Dispute
Resolution Act and the Negotiated Rulemaking Act (Chapters 2009 and 2006 respectively, Tex. Gov't
Code), to assist in the fair and expeditious resolution of internal and external disputes involving the
TDHCA and the use of negotiated rulemaking procedures for the adoption of TDHCA rules. As described
in Chapter 154, Civil Practices and Remedies Code, ADR procedures include mediation. Except as
prohibited by TDHCA's ex parte communications policy, TDHCA encourages informal communications
between TDHCA staff and the Owner, to exchange information and informally resolve disputes. TDHCA
also has administrative appeals processes to fairly and expeditiously resolve disputes. If at any time the
Owner would like to engage TDHCA in an ADR procedure, the Owner may send a proposal to TDHCA's
Dispute Resolution Coordinator. For additional information on TDHCA's ADR policy, see TDHCA's
Alternative Dispute Resolution and Negotiated Rulemaking at 10 TAC 8§1.17.

(3) Conflict Management. The purpose of the Conflict Management process is to address any concerns
that Owner or Owner's agent or representative may have with an Eligible Family. At any time, an Eligible
Family may choose to give consent to their Section 811 service coordinator to work directly with the
property manager of the Eligible Multifamily Property. However, such consent cannot be made a
condition of tenancy.
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Attachment [2]: Preamble, including required analysis, for a proposed amendment to 10 TAC §23.61,
Tenant-Based Rental Assistance (TBRA) General Requirements

The Texas Department of Housing and Community Affairs (the Department) proposes an amendment to
10 TAC 823.61, Tenant-Based Rental Assistance (TBRA) General Requirements. The purpose of this
amendment is to correct a citation referenced in the rule.

Tex. Gov’'t Code §2001.0045(b) does apply to the amendment being proposed and no exceptions are
applicable. However, the rule already exists and the correction is only administrative in nature. There
are no costs associated with this rule action, therefore no costs or impacts warrant a need to be offset.

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

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

1. Mr. Robert Wilkinson, Executive Director, has determined that, for the first five years the proposed
amendment would be in effect, the proposed amendment does not create or eliminate a government
program, but relates to correcting a citation in the rule.

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

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

4. The proposed amendment does not result in an increase in fees paid to the Department norin a
decrease in fees paid to the Department.

5. The proposed amendment is not creating a new regulation.
6. The proposed amendment will not repeal an existing regulation.

7. The proposed amendment will not increase nor decrease the number of individuals subject to the
rule’s applicability.

8. The proposed amendment will not negatively nor positively affect this state’s economy.

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

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

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

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV'T CODE 82001.024(a)(6).
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The Department has evaluated the proposed amendment as to its possible effects on local economies
and has determined that for the first five years the proposed amendment would be in effect there would
be no economic effect on local employment; therefore, no local employment impact statement is
required to be prepared for the rule.

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

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE 82001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the proposed amendment is in effect, enforcing or administering the
amendment does not have any foreseeable implications related to costs or revenues of the state or local
governments.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held October 25, 2019, to
November 25, 2019, to receive input on the proposed amended section. Written comments may be
submitted to the Texas Department of Housing and Community Affairs, Attn: Brooke Boston, Rule
Comments, P.O. Box 13941, Austin, Texas 78711-3941 or email brooke.boston@tdhca.state.tx.us. ALL
COMMENTS MUST BE RECEIVED BY 5:00 p.m., Austin local time, NOVEMBER 25, 2019.

STATUTORY AUTHORITY. The proposed amendment is made pursuant to Tex. Gov't Code, §2306.053,
which authorizes the Department to adopt rules. Except as described herein the proposed amended
sections affect no other code, article, or statute.
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823.61, Tenant-Based Rental Assistance (TBRA) General Requirements

(a) The Household must participate in a self-sufficiency program.

(b) The amount of assistance will be determined using the Housing Choice Voucher method.

(c) Households certifying to zero income must also complete a questionnaire which includes a series of
guestions regarding how basic hygiene, dietary, transportation, and other living needs are met.

(d) The minimum Household contribution toward gross monthly rent must be ten percent of the
Household's gross monthly income.

(e) Activity funds are limited to:

(1) rental subsidy: Each rental subsidy term is limited to no more than twenty-four (24) months. Total
lifetime assistance to a Household may not exceed thirty-six (36) months cumulatively, except that a
maximum of twenty-four (24) additional months of assistance, for a total of sixty (60) months
cumulatively may be approved if:

(A) the Household has applied for a Section 8 Housing Choice Voucher, HUD Section 811 Supportive
Housing for Persons with Disabilities, HUD Section 811 Project Rental Assistance Demonstration, or
HUD Section 202 Supportive Housing for the Elderly Program, and is placed on a waiting list during
their TBRA participation tenure; and

(B) the Household has not been removed from the waiting list for the Section 8 Housing Choice
Voucher, HUD Section 811 Supportive Housing for Persons with Disabilities, HUD Section 811 Project
Rental Assistance Demonstration, or HUD Section 202 Supportive Housing for the Elderly Program due
to failure to respond to required notices or other ineligibility factors; and

(C) the Household has not been denied participation in the Section 8 Housing Choice Voucher, HUD
Section 811 Supportive Housing for Persons with Disabilities, HUD Section 811 Project Rental
Assistance Demonstration, or HUD Section 202 Supportive Housing for the Elderly Program while they
were being assisted with HOME TBRA; and

(D) the Household did not refuse to participate in the Section 8 Housing Choice Voucher, HUD
Section 811 Supportive Housing for Persons with Disabilities, HUD Section 811 Project Rental
Assistance Demonstration, or HUD Section 202 Supportive Housing for the Elderly Program when a
voucher was made available.

(2) security deposit: no more than the amount equal to two (2) month's rent for the unit.

(3) utility deposit in conjunction with a TBRA rental subsidy.

(f) The payment standard is determined at the date of assistance. The payment standard utilized by the
Administrator must be:

(1) for metropolitan counties and towns, the current U.S. Department of Housing and Urban
Development (HUD) Small Area Fair Market Rent for the Housing Choice Voucher Program;

(2) for nonmetropolitan counties and towns, the current HUD Fair Market Rent for the Housing Choice
Voucher Program;

(3) for a HOME assisted unit, the current applicable HOME rent; or

(4) the Administrator may submit a written request to the Department for approval of a different
payment standard. The request must be evidenced by a market study or documentation that the PHA
serving the market area has adopted a different payment standard. An Administrator may request a
Reasonable Accommodation as defined in §1.204 of this title for a specific Household if the Household,
because of a disability, requires the features of a specific unit, and units with such features are not
available in the Service Area at the payment standard.
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(g9) Administrators must select the method under which funds for administrative costs and Activity soft
costs may be reimbursed prior to execution of an RSP agreement or at Application for an award of
funds. Administrators of an existing RSP Agreement may request an amendment to an existing
Agreement in accordance with Section 23.1 of this Chapter. Applicants and Administrators may choose
from one of the following options, and in any case funds for Administrative costs may be increased by
an additional 1 percent of Direct Activity Costs if Match is provided in an amount equal to 5 percent or
more of Direct Activity Costs:

(1) Funds for Administrative costs are limited to 4 percent of Direct Activity Costs, excluding Match
funds, and Activity soft costs are limited to $1,200 per Household assisted. Activity soft costs may
reimburse expenses for costs related to determining Household income eligibility, including
recertification, and conducting Housing Quality Standards (HQS) inspections. All costs must be
reasonable and customary for the Administrator's Service Area; or

(2) Funds for Administrative costs are limited to 8 percent of Direct Activity Costs, excluding Match
funds, and Administrator may not be reimbursed for Activity soft costs.

(h) Administrators must have a written agreement with Owner that the Owner will notify the
Administrator within one (1) month if a tenant moves out of an assisted unit prior to the lease end
date.

(i) Administrator must not approve a unit if the owner is by consanguinity, affinity, or adoption the
parent, child, grandparent, grandchild, sister, or brother of any member of the assisted Household,
unless the Administrator determines that approving the unit would provide Reasonable
Accommodation for a Household member who is a Person with Disabilities. This restriction against
Administrator approval of a unit only applies at the time the Household initially receives assistance
under a Contract or Agreement, but does not apply to Administrator approval of a recertification with
continued tenant-based assistance in the same unit.

(j) Administrators must maintain Written Policies and Procedures established for the HOME Program in
accordance with §10.8026218 of this Title, except that where the terms Owner, Property, or
Development are used Administrator or Program will be substituted, as applicable. Additionally, the
procedures in subsection (I) of this section (relating to the Violence Against Women Act (if in conflict
with the provisions in 8§10.802610 of this Title)) will govern.

(k) Administrators serving a Household under a Reservation Agreement may not issue a Certificate of
Eligibility to the Household prior to reserving funds for the Activity.

(I) Administrators are required to comply with regulations and procedures outlined in the Violence
Against Women Act (VAWA), and provide tenant protections as established in the Act.

(1) An Administrator of Tenant-Based Rental Assistance must provide all Applicants (at the time of
admittance or denial) and Households (before termination from the Tenant-Based Rental Assistance
program or from the dwelling assisted by the Tenant-Based Rental Assistance Coupon Contract) the
Department's "Notice of Occupancy Rights under the Violence Against Women Act", (based on HUD
form 5380) and also provide to Households "Certification of Domestic Violence, Dating Violence, Sexual
Assault, or Stalking" (HUD form 5382) prior to execution of a Rental Coupon Contract and before
termination of assistance from the Tenant-Based Rental Assistance program or from the dwelling
assisted by the Tenant-Based Rental Assistance coupon contract.

(2) Administrator must notify the Department within three (3) calendar days when tenant submits a
Certification of Domestic Violence, Dating Violence, Sexual Assault, or Stalking and/or alternate
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documentation to Administrator and must submit a plan to Department for continuation or
termination of assistance to affected Household members.

(3) Notwithstanding any restrictions on admission, occupancy, or terminations of occupancy or
assistance, or any Federal, State or local law to the contrary, Administrator may "bifurcate™ a rental
coupon contract, or otherwise remove a Household member from a rental coupon contract, without
regard to whether a Household member is a signatory, in order to evict, remove, terminate occupancy
rights, or terminate assistance to any individual who is a recipient of TBRA and who engages in criminal
acts of physical violence against family members or others. This action may be taken without terminating
assistance to, or otherwise penalizing the person subject to the violence.
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on an order adopting the repeal of 10 TAC §2.203,
Termination and Reduction of Funding for CSBG Eligible Entities; an order adopting new 10 TAC
§2.203, Termination and Reduction of Funding for CSBG Eligible Entities; an order adopting the
repeal of 10 TAC §2.204, Contents of a Quality Improvement Plan; an order adopting new 10 TAC
§2.204, Contents of a Quality Improvement Plan; and directing that they be published for
adoption in the Texas Register

RECOMMENDED ACTION

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

WHEREAS, 10 TAC §8§2.203 and 2.204 required revisions to streamline the
Department’s process for implementing the U.S. Department of Health and
Human Services’ (HHS) Information Memorandum (IM) 116 which describes the
process of termination and reduction of funding for Community Services Block
Grant (CSBG) Eligible Entities; and

WHEREAS, at the Board meeting of July 25, 2019, the Board approved the draft of
these rules for public comment, comment has been received, and the Department
has taken into consideration the comment and provided a reasoned response in
the rules now being presented for adoption;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them
hereby are authorized, empowered, and directed, for and on behalf of the
Department, to cause the adoption of the actions herein in the form presented to
this meeting, to be published in the Texas Register for adoption, and in connection
therewith, make such non-substantive technical corrections, including changes to
the preambles, as they may deem necessary to effectuate the foregoing.

BACKGROUND

At the Board meeting of July 25, 2019, the Board approved proposed revisions within 10 TAC
§§2.203 and 2.204 which would streamline the Department’s implementation of the U.S.
Department of Health and Human Services (HHS) Information Memorandum (IM) 116 process.
HHS IM 116 is a guidance tool to support state implementation of requirements of specific
actions of the CSBG Act. 10 TAC §§2.203 and 2.204 specifically address how the Department will
enforce noncompliance with program requirements for Community Services Block Grant (CSBG)
Eligible Entities (e.g., the initiation and approval of a Quality Improvement Plan (QIP) and its
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contents, the State Office of Administrative Hearings process, the termination of an entity’s CSBG
Eligible Entity status or a reduction of its CSBG funding).

The revisions streamline the Department’s implementation of the HHS IM 116 process by
removing superfluous language, using consistent terminology, and describing steps in further
detail that may have been confusing or imprecise as they exist in their present form. It is staff’s
goal that readers of the new rules will find the process easier to follow and understand.

The proposed rules were published for public comment in the Texas Register on August 9, 2019.
Public comment was accepted from August 9, 2019, through September 9, 2019. In keeping with
the requirements of the Administrative Procedures Act, staff has reviewed all comments received
and has provided a reasoned response to those comments within the preamble to the adoption
of the rule that follows below. Comment was received from two organizations.

The full set of rules being repealed and adopted, including the Texas Register preambles, are

provided in Attachments 1 and 2. Behind the preambles, the rule is provided in blackline form
reflecting the changes being recommended since the time of publication for public comment.
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Attachment 1: Preamble, including required analysis, for adopting the repeal of 10 TAC §2.203,
Termination and Reduction of Funding for CSBG Eligible Entities and 10 TAC §2.204, Contents
of a Quality Improvement Plan

The Texas Department of Housing and Community Affairs (the Department) adopts the repeal of
§2.203, Termination and Reduction of Funding for CSBG Eligible Entities and §2.204, Contents of
a Quality Improvement Plan. The purpose of the repeal is to eliminate outdated rules that
warrant revision while adopting new updated rules under separate action.

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

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

1. The repeal does not create or eliminate a government program, but relates to the repeal,
and simultaneous readoption making a change to an existing activity, the administration of
the Community Services Block Grant (CSBG).

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

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

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

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

6. The action will repeal existing regulations, but is associated with a simultaneous readoption
making changes to an existing activity, of the rules governing the administration of the CSBG.

7. The repeal will not increase nor decrease the number of individuals subject to the rule’s
applicability.

8. The repeal will not negatively nor positively affect this state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES
AND REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002. The Department has
evaluated the repeal and determined that the repeal will not create an economic effect on small
or micro-businesses or rural communities.

1. The Department has evaluated the rules and determined that none of the adverse affect
strategies outlined in Tex. Gov’'t Code §2006.002(b) are applicable.
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2. Therules relate to the Department’s implementation of the U.S. Department of Health and
Human Services’ (HHS) Information Memorandum (IM) 116. Other than a CSBG Eligible Entity
who may consider itself a small or micro-business, which would not generally be the case, no
small or micro-businesses are subject to the rules. However, if a CSBG Eligible Entity considers
itself a small or micro-business, the rule changes provide greater clarity.

3. The Department has determined that because the rules apply only to existing CSBG Eligible
Entities, there will be no economic effect on small or micro-businesses or rural communities.

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

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

The Department has evaluated the rules as to their possible effects on local economies and
has determined that for the first five years the repeal will be in effect there would be no
economic effect on local employment because the rules relate only to a process which has
already been in effect for existing CSBG Eligible Entities; therefore, no local employment
impact statement is required to be prepared for the rules.

Tex. Gov't Code §2001.022(a) states that this “impact statement must describe in detail the
probable effect of the rule on employment in each geographic region affected by this rule...”
Considering that the rules pertain to all CSBG Eligible Entities throughout the state, regardless
of location, there are no “probable” effects of the new rules on particular geographic regions.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Robert
Wilkinson, Executive Director, has determined that, for each year of the first five years the repeal
is in effect, the public benefit anticipated as a result of the repealed sections would be a more
streamlined version of the HHS IM 116 implementation process. There will not be economic costs
to individuals required to comply with the repealed sections.

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

g. SUMMARY OF PUBLIC COMMENT. The Department accepted public comment August 9, 2019,
to September 9, 2019. There were no comments submitted regarding the repeal of 10 TAC
§§2.203 and 2.204.

STATUTORY AUTHORITY. The repeal is adopted pursuant to TEX. GOV'T CODE, §2306.053, which
authorizes the Department to adopt rules. Except as described herein the repeal affects no other
code, article, or statute.

10 TAC §2.203. Termination and Reduction of Funding for CSBG Eligible Entities.
10 TAC §2.204. Contents of a Quality Improvement Plan.
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Attachment 2: Preamble for adopting new 10 TAC §2.203, Termination and Reduction of
Funding for CSBG Eligible Entities and 10 TAC §2.204, Contents of a Quality Improvement Plan

The Texas Department of Housing and Community Affairs (the Department) adopts new 10 TAC
§2.203, Termination and Reduction of Funding for CSBG Eligible Entities and new 10 TAC §2.204,
Contents of a Quality Improvement Plan. The purpose of the new sections are to update the rules
to provide greater clarity to Community Services Block Grant (CSBG) Eligible Entities on how the
Department will implement the U.S. Department of Health and Human Services’ (HHS)
Information Memorandum (IM) 116 process.

Tex. Gov't Code §2001.0045(b) does not apply to the new rules because it is exempt under
§2001.0045(c)(4), which exempts rule changes necessary to receive a source of federal funds or
to comply with federal law. The revisions provide more clarity to the process that will be used to
either terminate the status of a CSBG Eligible Entity or reduce a CSBG Eligible Entity’s funding.
The Department does not anticipate any costs associated with this rule action. Compliance with
the new rules are intended to ensure adherence to federal statute while operating federal grants.

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

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

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

1. The new rules do not create or eliminate a government program, but relate to the repeal,
and simultaneous readoption making changes to an existing activity, the administration of
the Community Services Block Grant (CSBG).

2. The new rules do not require a change in work that would require the creation of new
employee positions, nor are the new rules significant enough to reduce workload to a degree
that eliminates any existing employee positions.

3. The new rules do not require additional future legislative appropriations.

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

5. The new rules are not creating new regulations, except that they are replacing rules being
repealed simultaneously to provide for revisions.

6. The new rules will not expand, limit, or repeal existing regulations.

7. The new rules will not increase nor decrease the number of individuals subject to the rule’s
applicability.

8. The new rules will not negatively nor positively affect the state’s economy.
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b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES
AND REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002. The Department, in
drafting the new rules, has attempted to reduce any adverse economic effect on small or micro-
business or rural communities while remaining consistent with the statutory requirements of
Tex. Gov't Code, §2306, Subchapter E.

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

2.The new rules relate to the Department’s implementation of the U.S. Department of Health
and Human Services’ (HHS) Information Memorandum (IM) 116. Other than a CSBG Eligible
Entity who may consider itself a small or micro-business, which would not generally be the
case, no small or micro-businesses are subject to the rules. However, if a CSBG Eligible Entity
considers itself a small or micro-business, the rule changes provide greater clarity.

3. The Department has determined that because the new rules apply only to existing CSBG
Eligible Entities, there will be no economic effect on small or micro-businesses or rural
communities.

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

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

The Department has evaluated the new rules as to their possible effect on local economies
and has determined that for the first five years the new rules will be in effect there would be
no economic effect on local employment because the rules relate only to a process which has
already been in effect for existing CSBG Eligible Entities; therefore, no local employment
impact statement is required to be prepared for the new rules.

Tex. Gov’t Code §2001.022(a) states that this “impact statement must describe in detail the
probable effect of the rule on employment in each geographic region affected by this rule...”
Considering that the new rules pertain to all CSBG Eligible Entities throughout the state,
regardless of location, there are no “probable” effects of the new rules on particular
geographic regions.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr.
Wilkinson has also determined that, for each year of the first five years the new rules are in
effect, the public benefit anticipated as a result of the new rules would be a more streamlined
version of the HHS IM 116 implementation process. There will not be economic costs to
individuals required to comply with the new rules because the processes described by the
rules have already been in place through the rules found at the sections being repealed.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has
determined that for each year of the first five years the new rules are in effect, enforcing or
administering the new rules do not have any foreseeable implications related to costs or
revenues of the state or local governments.
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g. SUMMARY OF PUBLIC COMMENT AND REASONED RESPONSE. The Department accepted
public comment August 9, 2019, to September 9, 2019. Comments regarding the new rules
were accepted in writing from (1) Stella Rodriguez, Executive Director, Texas Association of
Community Action Agencies (represents 34 of 40 CSBG Eligible Entities) and (2) Dan Boyd,
Executive Director, Community Services of Northeast Texas, Inc.

1. Chapter 2, Subchapter B, §2.203(i)

COMMENT SUMMARY (1): Commenter requests that the duration of time between the day of
the Department’s notification to an Eligible Entity’s Executive Director and Board members and
the day that staff will request that the Department’s Governing Board authorize staff to pursue
a hearing with the State Office of Administrative Hearings (SOAH) be extended from “30 days” to
“45 calendar days”. Extending the time by 15 days will provide ample time for an entity’s Board
of Directors to schedule and hold a board meeting to discuss the issues and how to proceed. Not
all local boards meet monthly and will therefore require that a special meeting of the local Board
of Directors be scheduled. Furthermore, an extension of 15 days provides the opportunity to
comply with the Texas Open Meeting Act in posting the agenda of the local board meeting.
Inserting “calendar” before “days” provides consistency with the rest of the rule when days are
referenced.

STAFF RESPONSE: To provide consistency in language and to ensure ample time is provided for a
local board of directors to meet prior to the Department’s Governing Board meeting, the amount
of time between notification to the Eligible Entity’s Executive Director and Board members and
the Department’s Governing Board meeting will be changed from “30 days” to “45 calendar
days”. Thank you for the comment.

2. Chapter 2, Subchapter B, §2.203(k)

COMMENT SUMMARY (2): Commenter points out that the rule, as written, suggests that the
Department will only ever be involved in the termination of funding rather than also in the
reduction of funding whereas the CSBG Act and IM 116 state that the Department may either
terminate or reduce funding. Commenter states that the rule as written is contradictory and
stands counter to the CSBG Act.

STAFF RESPONSE: To ensure consistency with the CSBG Act and IM 116, language regarding the
reduction of funding will be added to the rule in Subsection (k) so that it conveys the Department
may either terminate or reduce funding to a CSBG Eligible Entity for cause. Thank you for the
comment.

h. STATUTORY AUTHORITY. The new rules are adopted pursuant to TEX. GOV'T CODE,
§2306.053, which authorizes the Department to adopt rules. Except as described herein the
new sections affect no other code, article, or statute.

[Note that these rules are shown in blackline form below, reflecting the changes being recommended
since the time of publication for public comment, for the purpose of the posting of Board materials but
will be shown as clean proposed new language when submitted to the Texas Register for adoption.]

Page 7 of 9



10 TAC §2.203. Termination and Reduction of Funding for CSBG Eligible Entities.

(a) This section describes the Department's process for implementing HHS Information
Memorandum 116 (Corrective Action, Termination, or Reduction of Funding) (IM 116) and 42
U.S.C. 9915.

(b) Capitalized words used herein have the meaning assigned in, Chapter 1 of this title (relating
to Administration), Chapter 2 of this title (relating to Enforcement), Chapter 6 of this title (relating
to Community Affairs Programs), or assigned by federal or state law.

(c) A Deficiency may be identified through failure to resolve issues identified in an onsite
monitoring review, a review of the Eligible Entity's Single Audit, a review prompted by a
complaint, through the Department's procedures for reviewing performance and expenditure
reports, or in any other review under 42 U.S.C. §9914(a)(1) - (4).

(d) If a Deficiency is identified, the Eligible Entity will be notified in writing. The Department will
also review the training and technical assistance that has been provided to the Eligible Entity to
determine if further training and technical assistance germane to the Deficiency is warranted. If
so, the Eligible Entity will be offered additional training and technical assistance that specifically
focuses on the Deficiency.

(e) If an Eligible Entity does not respond to the written notification, does not resolve the
Deficiency, or does not propose a reasonable corrective action plan, the uncorrected Deficiency
identified by the Department will be considered a final decision that the Eligible Entity has failed
to comply with requirements in a review pursuant to the CSBG Act, and can be considered cause
for proceedings to terminate Eligible Entity status or reduce funding in accordance with IM 116
and 42 U.S.C. §§9908(b)(8) and 9915. Such a determination will be issued in a final determination
letter from the Department to the Eligible Entity.

(f) If the Department determines that the development and implementation of a Quality
Improvement Plan (QIP) is an appropriate requirement and/or that additional training and
technical assistance are needed, that requirement will be stated in the final determination letter.
The Eligible Entity will be provided 25 calendar days from the date of the final determination
letter to submit a proposed QIP compliant with §2.204 of this subchapter and identifying dates
for correction. In general, the Deficiency should be cured within 60 calendar days from the date
of the final determination letter. If a Deficiency will require more than 60 calendar days, the
Eligible Entity must explain why and propose a later date for correction, which the Department
may elect to accept or deny. In the event a Deficiency cannot be corrected due to it being a
singular past occurrence, the Eligible Entity must demonstrate to the Department that the
Deficiency's cause has been identified and properly addressed, so that the Deficiency will not
reoccur.

(g) Within 25 calendar days from the date the proposed QIP is received, the Department will
either approve it or specify the reasons it cannot be approved. While the Department is reviewing
the submitted QIP, the Department will consider the corrective action timeline proposed by the
Eligible Entity and may accept that timeline, or recommend an alternate timeline, based on the
nature of the Deficiency, and the nature of the correction. The Eligible Entity's inability to resolve
the Deficiency within a reasonable timeframe may trigger the commencement of formal legal
proceedings to terminate Eligible Entity status.

(h) The Department approved QIP must be implemented as soon as possible and resolution of
the Deficiency must be fully met within the specified and approved timelines agreed to by the
Department.

(i) If it is determined and/or documented that training and technical assistance are not
appropriate; that a QIP is not appropriate; the QIP has not been approved; the QIP has not been

Page 8 of 9



met within the specified and approved timeline agreed to within the QIP; or the processes
described in subsection (f) of this section have failed to resolve the Deficiency, the Department
will contact the Executive Director of the Eligible Entity, and all known members of the Eligible
Entity's Board to notify them that staff will be requesting that the Department's Governing Board
authorize staff to pursue a hearing with the State Office of Administrative Hearings (SOAH). Such
notification will be made at least 3045 calendar days prior to the date of the meeting of the
Department's Governing Board. If approved by the Department's Governing Board, the
Department will arrange and set a date for a hearing with SOAH. If the Eligible Entity does not
respond or appear for the SOAH hearing, the consideration of termination of the Eligible Entity's
status or reduction of funding will appear on the agenda at a subsequent regularly scheduled
meeting of the Department's Governing Board. An Eligible Entity receiving notice of the initiation
of a contested case before SOAH is reminded that they will need to read and comply with SOAH's
requirements in the way they handle and respond to the matter.

(j) SOAH will issue a proposal for decision to the TDHCA Governing Board recommending whether
there is cause, as defined by the CSBG Act, 42 U.S.C. §9908(c), to terminate or reduce funding to
the Eligible Entity. The TDHCA Governing Board will be provided the proposal for decision and it
will be considered as part of any final order by the Board in the matter.

(k) If the TDHCA Governing Board determines that there is cause to terminate or reduce funding,
pursuant to 42 U.S.C. §9915, the Department will notify the Eligible Entity that it has the right
under 42 U.S.C. §9915 to seek review of the decision by the HHS. If HHS does not overturn the
decision; or if the Eligible Entity does not seek HHS review, on the 90th calendar day after the
TDHCA Governing Board decision, the CSBG funding will be reduced, or the entitys-entity will
lose its status as an Eligible Entity under the CSBG Act; and all active CSBG Contracts will be
terminateder-thel0th-calenda—day—atierthe-Beoard-decisien.

(I) Any right or remedy given to the Department by this chapter does not preclude the existence
of any other right or remedy, nor shall any action or lack of action by the Department in the
exercise of any right or remedy be deemed a waiver of any other right or remedy.

10 TAC §2.204. Contents of a Quality Improvement Plan.

(a) Capitalized words used herein have the meaning assigned in, Chapter 1 of this title (relating
to Administration), Chapter 2 of this title (relating to Enforcement), Chapter 6 of this title (relating
to Community Affairs Programs)-, or assigned by federal or state law.

(b) If a QIP is required of an Eligible Entity under §2.203(f) of this chapter (relating to Termination
and Reduction of Funding for CSBG Eligible Entities), it must comply with this section. While each
QIP developed by an Eligible Entity is unique and must be responsive to the specific Deficiency
identified, all of the items in this section, at a minimum, must be addressed.

(c) The QIP must set forth a timeline for resolution of each Deficiency. In general, issues should
be fully resolved within 60 calendar days from the final determination letter issued to the Eligible
Entity as referenced in §2.203(e) of this chapter.

(d) At minimum, the QIP must identify:

(1) Specific actions that will be taken to address each Deficiency;

(2) The date by when each Deficiency will be corrected; and

(3) If applicable, an explanation for any Deficiency that cannot be corrected within 60 calendar
days.
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BOARD ACTION REQUEST
OCI, HTF & NSP DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on an order adopting the repeal of 10 TAC Chapter 21,
Minimum Energy Efficiency Requirements for Single Family Construction Activities, an order adopting
new 10 TAC Chapter 21, Minimum Energy Efficiency Requirements for Single Family Construction
Activities, and directing their publication in the Texas Register

RECOMMENDED ACTION

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

WHEREAS, pursuant to Tex. Gov't Code §2306.187, the Department is required to
develop and adopt rules relating to Minimum Energy Efficiency requirements for new
construction, reconstruction, and rehabilitation activities for Single Family dwellings;

WHEREAS, the repeal of 10 TAC Chapter 21 and the new 10 TAC Chapter 21, Minimum
Energy Efficiency Requirements for Single Family Construction Activities, are being made
to clarify definitions, simplify dates of applicability, allow programs to outline
certification of compliance with 10 TAC Chapter 21 within their respective Program
Rules, include requirements for door installation, and improve readability; and

WHEREAS, at the Board meeting of July 25, 2019, the Board approved the draft of this
rule for publication in the Texas Register for public comment from August 9, 2019,
through September 9, 2019, public comment was received, and the Department is
providing a reasoned response for the rule now being presented for adoption;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees, be and each of them hereby
are authorized, empowered and directed, for and on behalf of the Department to cause
the repeal of 10 TAC Chapter 21 and adoption of new 10 TAC Chapter 21, regarding
Minimum Energy Efficiency Requirements for Single Family Construction Activities, in
the form presented to this meeting, to be published in the Texas Register for adoption
and in connection therewith, make such non-substantive technical corrections as they
may deem necessary to effectuate the foregoing, including the preparation of the
subchapter specific preambles.
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BACKGROUND

The purpose of repealing and replacing the Minimum Energy Efficiency Requirements for Single Family
Construction Activities is to further clarify construction requirements. The proposed rule was published
in the Texas Register on August 9, 2019, for public comment through September 9, 2019, and one
public comment was received. Staff recommends a change to the proposed rule as published in the
Texas Register in order to address the public comment. The rule is attached in black line form to
indicate the change since the time of publication for public comment.

The significant updates originally proposed in the rule in July to 10 TAC Chapter 21 are:

e §21.2, General Requirements. This section was reworded to improve readability. The reference
to certifying compliance with 10 TAC Chapter 21 was moved from §21.2, General
Requirements, to §21.6, Rehabilitation Activities, and reworded to designate individual
program rules as the place for defining certifications of compliance.

e §21.4, New Construction and Reconstruction Activities. This section updates the citation of the
state-mandated energy code for all residential construction.

e §21.5, Manufactured Housing Unit Activities. This section removes dates of applicability that
have passed and are no longer valid.

e §21.6, Rehabilitation Activities. This section removes dates of applicability that have passed and
are no longer valid and contains the reference to certifying compliance which was moved from
§21.2, General Requirements (above). This section also adds requirements for door installation.
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Attachment A: Preamble, including required analysis, for adoption of the repeal of 10 TAC Chapter
21, Minimum Energy Efficiency Requirements for Single Family Construction Activities

The Texas Department of Housing and Community Affairs (the Department) adopts the repeal of 10
TAC Chapter 21, §§21.2 — 21.6, Minimum Energy Efficiency Requirements for Single Family
Construction Activities. The purpose of the repeal is to eliminate an outdated rule while adopting a
new updated rule under separate action.

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

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.
Bobby Wilkinson, Executive Director, has determined that, for the first five years the repeal will be in
effect:

1. The repeal does not create or eliminate a government program, but relates to the repeal, and
simultaneous adoption making changes to the rule governing Minimum Energy Efficiency
Requirements for Single Family Construction Activities.

2. The repeal does not require a change in work that will require the creation of new employee
positions, nor will the repeal reduce workload to a degree that any existing employee positions are
eliminated.

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

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

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

6. The action will repeal an existing regulation, but is associated with a simultaneous readoption
making changes to the existing procedures for Minimum Energy Efficiency Requirements for Single
Family Construction Activities.

7. The repeal will not increase nor decrease the number of individuals subject to the rule’s
applicability.

8. The repeal will not negatively nor positively affect this state’s economy.

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

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

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

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

The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal will be in effect there will be no economic effect on
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local employment; therefore, no local employment impact statement is required to be prepared for
the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the repeal is in effect, the public benefit
anticipated as a result of the repealed section would be an elimination of an outdated rule while
adopting a new updated rule under separate action. There will be no economic costs to individuals
required to comply with the repealed section.

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

PUBLIC COMMENT AND REASONED RESPONSE. The public comment period was held from August 9,
2019, through September 9, 2019, to receive input on the proposed repealed rule. No comments on
the repeal were received.

STATUTORY AUTHORITY. The repeal is made pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules, and §2306.187, which authorizes the Department to
develop and adopt rules relating to Minimum Energy Efficiency requirements for new construction,
reconstruction, and rehabilitation activities for Single Family dwellings.

Except as described, herein the repealed rule affects no other code, article, or statute.

§21.1. Purpose.

§21.2. General Requirements.

§21.3. Definitions.

§21.4. New Construction and Reconstruction Activities.
§21.5. Manufactured Housing Unit Activities.

§21.6. Rehabilitation Activities.
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Attachment B: Preamble, including required analysis, for adopting new 10 TAC Chapter 21, Minimum
Energy Efficiency Requirements for Single Family Construction Activities

The Texas Department of Housing and Community Affairs (the Department) adopts, with changes, new
10 TAC Chapter 21, §§21.2 — 21.6, Minimum Energy Efficiency Requirements for Single Family
Construction Activities. The purpose of the new rule is to further clarify construction requirements.

Tex. Gov't Code §2001.0045(b) does apply to the rule being adopted because no exceptions
apply, however it should be noted that no costs are associated with this action that would have
prompted a need to be offset.

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

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

Bobby Wilkinson, Executive Director, has determined that, for the first five years the proposed rule will
be in effect:

1. The new rule does not create or eliminate a government program, but relates to the readoption of
this rule which makes changes governing Minimum Energy Efficiency Requirements for Single Family
Construction Activities.

2. The new rule does not require a change in work that will require the creation of new employee
positions, nor will the new rule reduce workload to a degree that any existing employee positions are
eliminated.

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

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

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

6. The new rule will not limit, expand or repeal an existing regulation but merely revises arule.

7. The new rule will not increase nor decrease the number of individuals subject to the rule’s
applicability.

8. The new rule will not negatively nor positively affect the state’seconomy.

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

The Department has evaluated this new rule and determined that it will not create an economic
effect on small or micro-businesses or rural communities.

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

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

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the new rule is in effect, the public benefit
anticipated as a result of the new rule would be to further clarify Minimum Energy Efficiency
Requirements for Single Family Construction Activities. The purpose of the new rule is to further
clarify construction requirements. There will be no economic costs to individuals required to comply
with the new rule.

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

PUBLIC COMMENT AND REASONED RESPONSE. The public comment period was held from August 9,
2019, through September 9, 2019, to receive input on the new rule. One commenter provided public
comment: the Webb County Self-Help Center (1). The comment summary and reasoned response are
below. One revision in response to the comment is recommended to the rule.

1. §21.6 (b), Certification of Compliance for Rehabilitation Activities (Commenter 1)

Comment Summary: The commenter requested more detail on the requirements and checklists
that will be used to certify that a rehabilitation activity complies with the minimum energy
efficiency standards.

Staff Response: While the language in this section was not newly proposed language in the draft,
the Department understands that the need for greater clarity would be helpful for Administrators.
Because the Single Family Programs Umbrella Rule governs multiple single family programs, it is
not the best location to provide that added clarity. The individual program rules and program
manuals are better suited for providing the further details and forms for how an Administrator
would proceed with certifying compliance with this rule. As such, staff is adding a clause to
specifically state that such requirements will be outlined in the Program Rules. Staff suggests the
revision as reflected below.

§21.6. Rehabilitation Activities.

“(b) Certifications of compliance with this Chapter shall be conducted by the
Administrator or a code or other Qualified Inspector for release of final payment from
the Department as outlined in the Program Rule.”

STATUTORY AUTHORITY. The new rule is adopted pursuant to Tex. Gov’'t Code, §2306.053, which
authorizes the Department to adopt rules, and §2306.187, which authorizes the Department to
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develop and adopt rules relating to Minimum Energy Efficiency requirements for new construction,
reconstruction, and rehabilitation activities for Single Family dwellings.

Except as described, herein the adopted new rule affects no other code, article, or statute. The

agency certifies that legal counsel has reviewed the new rule and found it to be within the state
agency’s legal authority to adopt.
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CHAPTER 21 MINIMUM ENERGY EFFICIENCY REQUIREMENTS FOR SINGLE FAMILY CONSTRUCTION
ACTIVITIES

§21.1. Purpose.

(a) Tex. Gov't Code, §2306.187 requires that the Department develop and adopt rules relating to Minimum
Energy Efficiency requirements for new construction, reconstruction, and rehabilitation activities in Single
Family Programs.

(b) This chapter describes the Minimum Energy Efficiency Requirements for all single family construction
activities, which includes the Department's HOME Investments Partnership Program (HOME), Housing Trust
Fund (HTF), Neighborhood Stabilization Program (NSP), Office of Colonia Initiatives (OCl) Programs, and
other single family programs as developed by the Department.

§21.2. General Requirements.

Unless otherwise noted, this chapter only applies to single family programs. Program rules may impose
additional requirements related to any provision of this chapter. Elements of local residential building codes
that require a greater degree of energy efficiency than this chapter, in part or in whole, shall also be
followed.

§21.3. Definitions.

(a) Any capitalized terms that are defined in Tex. Gov't Code, §2306, and Chapter 1 of this title (relating to
Administration), Chapter 2 of this title (relating to Enforcement), Chapter 20 of this title (relating to Single
Family Programs Umbrella Rule), or other applicable Department Program Rule, have, when capitalized, the
meanings ascribed to them therein.

(b) The following words and terms, when used in this chapter, shall have the following meanings unless the
context or the Notice of Funding Availability (NOFA) indicates otherwise.

(1) ENERGY STAR Certified Appliances, Equipment, and Products--Labeled appliances, equipment, and
products that are independently certified to save energy without sacrificing features or functionality,
meeting the US EPA's specifications for energy efficiency and performance.

(2) ENERGY STAR Certified Home--A new construction home that has earned the ENERGY STAR label and
has undergone a process of inspections, testing, and verification to meet requirements set forth by the US
EPA.

(3) ENERGY STAR Certified Manufactured Housing Unit--A manufactured home that has been designed,
produced and installed by the home manufacturer to meet ENERGY STAR requirements for energy
efficiency.

(4) RESNET--Residential Energy Services Network. RESNET is an independent, nonprofit organization
established in 1995 to help homeowners reduce the cost of their utility bills by making their homes more
energy efficient. RESNET-certified Home Energy Systems Raters are required to inspect, test, and verify
homes for ENERGY STAR certification.

(5) WaterSense Labeled Fixtures--Labeled products that are backed by independent, third-party testing and
certification, meeting the US EPA's specifications for water efficiency and performance.

(6) US EPA--United States Environmental Protection Agency.



§21.4. New Construction and Reconstruction Activities.

(a) Single family residential dwellings, as defined in §388.002 of the Health and Safety Code, that are newly
constructed or reconstructed shall comply with §388 of the Health and Safety Code (Texas Building Energy
Performance Standards).

(b) Effective September 1, 2016, the Texas State Energy Conservation Office adopted the 2015 International
Residential Code (Chapter 11) as the state-mandated energy code for all residential construction, which
includes one- and two-family residences of three stories or less above grade.

§21.5. Manufactured Housing Unit Activities.
All Manufactured Housing Units installed as replacement for sub-standard housing shall be ENERGY STAR
certified.

§21.6. Rehabilitation Activities.

(a) All Rehabilitation activities shall comply with this chapter.

(b) Certifications of compliance with this Chapter shall be conducted by the Administrator or a code
or other Qualified Inspector for release of final payment from the Department as outlined in the

Program Rule.
(c) If the proposed scope of work or the awarded construction contract for the Rehabilitation of an existing

single family residential unit includes an item described in paragraphs (1) - (10) of this subsection, the
specific requirement so noted in paragraphs (1) - (10) shall apply:

(1) Replacement or installation of central heating and cooling equipment and appliances shall be installed in
accordance with the manufacturer's instructions and the requirements of Chapter 14 of the 2015
International Residential Code;

(2) Replacement or installation of duct systems serving heating, cooling and ventilation equipment shall be
installed in accordance with the provisions of Chapter 16 of the 2015 International Residential Code;

(3) If central heating and cooling equipment is replaced or installed, attic insulation shall be installed or
increased according to Chapter 11, Figure N1102.1.2 of the 2015 International Residential Code, including
insulation covering the top plates of exterior walls. Eave baffles and access hatches shall be installed as
specified in Chapter 11, Sections N1102.2.3- N1102.2.4 of the 2015 International Residential Code.

(4) If ductless heating and cooling systems (also known as mini-split, multi-split or variable refrigerant flow
(VRF) heat pump systems) are replaced or installed, they shall be ENERGY STAR certified;

(5) If exhaust fans are replaced or installed in bathrooms or kitchens, they shall be ENERGY STAR certified
and installed in accordance with Chapter 15 of the 2015 International Residential Code;

(6) If windows are installed, they shall be ENERGY STAR certified windows, meeting the U-factor and Solar
Heat Gain Coefficient for the climate zone of the dwelling as identified in Chapter 11, Table N1102.1.2 of
the 2015 International Residential Code;

(7) If doors are installed, they shall be ENERGY STAR certified doors;

(8) Electrical fixtures, equipment and appliances that are replaced or installed, where applicable, shall be
ENERGY STAR certified products;



(9) Plumbing fixtures that are replaced or installed, where applicable, shall be WaterSense labeled products;
and

(10) Domestic water heaters, storage and tankless, when replaced or installed, shall meet the Federal
Energy Conservation Standards required by 10 CFR 430.32, as they may be revised from time to time.
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BOARD ACTION REQUEST
OCI, HTF & NSP DIVISION

OCTOBER 10, 2019

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

RECOMMENDED ACTION

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

WHEREAS, pursuant to Tex. Gov't Code, §2306.752, the Department is required to
establish, operate, monitor, and fund an Owner-Builder Loan Program to enable Owner-
Builders to purchase or refinance real property on which to build new residential
housing or improve existing residential housing;

WHEREAS, the repeal of 10 TAC Chapter 24 and the new 10 TAC Chapter 24, Texas
Bootstrap Loan Program Rule, are being made to further clarify program administration
and Nonprofit Owner-Builder Housing Program certifications, modify the length of
extension the Department may grant to an Owner-Builder, and improve readability and
consistency throughout with the re-ordering of phrases and updating of terms; and

WHEREAS, at the Board meeting of July 25, 2019, the Board approved the draft of this
rule for publication in the Texas Register for public comment from August 9, 2019,
through September 9, 2019, and no public comment was received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees, be and each of them hereby
are authorized, empowered and directed, for and on behalf of the Department to repeal
10 TAC Chapter 24 and adopt the new 10 TAC Chapter 24, regarding the Texas Bootstrap
Loan Program Rule, in the form presented to this meeting, to be published in the Texas
Register for adoption and in connection therewith, make such non-substantive technical
corrections as they may deem necessary to effectuate the foregoing, including the
preparation of the subchapter specific preambles.
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BACKGROUND

The purpose of repealing and replacing the Texas Bootstrap Loan Program Rule is to further clarify
program administration and Nonprofit Owner-Builder Housing Program certifications, modify the
length of extension the Department may grant to an Owner-Builder, and improve readability and
consistency throughout with the re-ordering of phrases and updating of terms.

The proposed rule was published in the Texas Register on August 9, 2019, for public comment through
September 9, 2019, and no public comment was received. Staff recommends adoption of the
proposed rule as published in the Texas Register. The rule is attached in its final form.

The significant updates originally made to the proposed version were:

e 10 TAC §24.9 Program Administration, modifies the length of extension the Department may
grant an Owner-Builder to their Applicant eligibility letter expiration date from 90 days to 180
days to complete construction and close their Program Loan, with the requirement that the
Owner-Builder requalify for the program.

e 10 TAC §24.13 Nonprofit Owner-Builder Housing Program Certification, include citation to

applicable requirements regarding Fair Housing, Affirmative Marketing, Homebuyer Counseling,
and Reasonable Accommodation.
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Attachment A: Preamble, including required analysis, for adoption of the repeal of 10 TAC Chapter
24, Texas Bootstrap Loan Program

The Texas Department of Housing and Community Affairs (the Department) adopts the repeal of 10
TAC Chapter 24, §§24.1 — 24.13, Texas Bootstrap Loan Program Rule. The purpose of the repeal is to
eliminate an outdated rule while adopting a new updated rule under separate action.

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

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

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

1. The repeal does not create or eliminate a government program, but relates to the repeal, and
simultaneous adoption making changes to the rule governing the Texas Bootstrap Loan Program.

2. The repeal does not require a change in work that will require the creation of new employee
positions, nor will the repeal reduce workload to a degree that any existing employee positions are
eliminated.

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

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

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

6. The action will repeal an existing regulation, but is associated with a simultaneous readoption
making changes to the existing procedures for the Texas Bootstrap Loan Program.

7. The repeal will not increase nor decrease the number of individuals subject to the rule’s
applicability.

8. The repeal will not negatively nor positively affect the state’seconomy.

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

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

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

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

The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal will be in effect there will be no economic effect on
local employment; therefore no local employment impact statement is required to be prepared for
the rule.
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e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the repeal is in effect, the public benefit
anticipated as a result of the repealed section would be an elimination of an outdated rule while
adopting a new updated rule under separate action. There will be no economic costs to individuals
required to comply with the repealed section.

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

PUBLIC COMMENT AND REASONED RESPONSE. The public comment period was held from August 9,
2019, through September 9, 2019, to receive input on the proposed repealed rule. No comments
were received.

STATUTORY AUTHORITY. The repeal is made pursuant to TEX. GOV'T CODE §2306.053, which
authorizes the Department to adopt rules.

Except as described, herein the repealed rule affects no other code, article, or statute.
10 TAC Chapter 24, Texas Bootstrap Loan Program

§24.1. Purpose.

§24.2. Definitions.

§24.3. Allocation of Funds.

§24.4. Participant Requirements.

§24.5. Program Activities.

§24.6. Prohibited Activities.

§24.7. Distribution of Funds.

§24.8. Criteria for Funding and Reservations.
§24.9. Program Administration.

§24.10. Owner-Builder Qualifications.

§24.11. Types of Funding Transactions.

§24.12. Property Guidelines and Related Issues.
§24.13. Nonprofit Owner-Builder Housing Program Certification.
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Attachment B: Preamble, including required analysis, for adopting new 10 TAC Chapter 24, Texas
Bootstrap Loan Program Rule

The Texas Department of Housing and Community Affairs (the Department) adopts, without changes,
new 10 TAC Chapter 24, §§24.1 — 24.13, Texas Bootstrap Loan Program Rule. The purpose of the new
rule is to further clarify program administration and Nonprofit Owner-Builder Housing Program
certifications, modify the length of extension the Department may grant to an Owner-Builder, and
improve readability and consistency throughout with the re-ordering of phrases and updating of terms.

Tex. Gov't Code §2001.0045(b) does apply to the rule being adopted because no exceptions apply,
however it should be noted that no costs are associated with this action that would have prompted a
need to be offset.

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

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

Bobby Wilkinson, Executive Director, has determined that, for the first five years the rule will be in
effect:

1. The new rule does not create or eliminate a government program, but relates to the readoption of
this rule which makes changes governing the Texas Bootstrap Loan Program.

2. The new rule does not require a change in work that will require the creation of new employee
positions, nor will the new rule reduce workload to a degree that any existing employee positions are
eliminated.

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

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

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

6. The new rule will not limit, expand or repeal an existing regulation but merely revises a rule.

7. The new rule will not increase nor decrease the number of individuals subject to the rule’s
applicability.

8. The new rule will not negatively nor positively affect the state’s economy.

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

The Department has evaluated this new rule and determined that it will not create an economic
effect on small or micro-businesses or rural communities.

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

required.

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

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the new rule is in effect, the public benefit
anticipated as a result of the new rule would be to further clarify the Texas Bootstrap Loan Program.
The purpose of the new rule is to further clarify aspects of program administration and to improve
readability. There will be no economic costs to individuals required to comply with the new rule.

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

PUBLIC COMMENT AND REASONED RESPONSE. The public comment period was held from August 9,
2019, through September 9, 2019, to receive input on the new rule. No comments were received and
no changes are recommended to the rule.

STATUTORY AUTHORITY. The new rule is adopted pursuant to TEX. GOV'T CODE, §2306.053, which
authorizes the Department to adopt rules.

Except as described, herein the adopted new rule affects no other code, article, or statute. The

agency certifies that legal counsel has reviewed the new rule and found it to be within the state
agency’s legal authority to adopt.
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CHAPTER 24 TEXAS BOOTSTRAP LOAN PROGRAM RULE

§24.1. Purpose.

(a) This chapter clarifies the Texas Bootstrap Loan Program, administered by the Texas Department of
Housing and Community Affairs (the Department), also known as the Owner-Builder Loan Program. The
Texas Bootstrap Loan Program provides assistance to income-eligible individuals, families and households
to purchase or refinance real property, on which to build new residential housing or improve existing
residential housing. The Program is administered in accordance with Tex. Gov't Code, Chapter 2306,
Subchapter FF, Chapter 1 of this title (relating to Administration), Chapter 2 of this title (relating to
Enforcement), Chapter 20 of this title (relating to Single Family Programs Umbrella Rule), Chapter 21 of this
title (relating to Minimum Energy Efficiency Requirements for Single Family Construction Activities), and
Chapter 26 of this title (relating to Texas Housing Trust Fund Rule).

(b) The Texas Bootstrap Loan Program is a Self-Help construction Program that is designed to provide very
low-income families an opportunity to help themselves attain homeownership or repair their existing
homes through sweat equity. All applicable building codes and housing standards are adhered to under this
Program.

§24.2. Definitions.

The following words and terms, when used in this chapter, shall have the following meanings, unless the
context clearly indicates otherwise. Other definitions may be found in Tex. Gov't Code, Chapter 2306,
Chapter 1 of this title (relating to Administration), Chapter 2 of this title (relating to Enforcement), Chapter
20 of this title (relating to Single Family Programs Umbrella Rule), Chapter 21 of this title (relating to
Minimum Energy Efficiency Requirements for Single Family Construction Activities), and Chapter 26 of this
title (relating to Texas Housing Trust Fund Rule).

(1) Capital Recovery Fee--A charge or assessment imposed by a political subdivision against new
development in order to generate revenue for funding or recouping the costs of capital improvements or
facility expansions necessitated by and attributable to the new development. The term includes amortized
charges, lump-sum charges, contributions in aid of construction, and any other fee that functions as
described by this definition.

(2) Loan Origination Agreement--A written agreement, including all amendments thereto between the
Department and the Participant that authorizes the Participant to originate certain loans under the Texas
Bootstrap Loan Program.

(3) NOHP--Nonprofit Owner-Builder Housing Provider.

(4) Owner-Builder--A person, other than a person who owns or operates a construction business and who
owns or purchases a piece of real property through a warranty deed and deed of trust; or is purchasing a
piece of real property under a Contract for Deed entered into before January 1, 1999; and who undertakes
to make improvements to that property.

(5) Participant--An NOHP or Colonia Self-Help Center that is certified by the Department to participate in
the Program.

(6) Program--Texas Bootstrap Loan Program also known as the Owner-Builder Loan Program.
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(7) Self-Help Housing Construction--The Self-Help Housing process enables Owner-Builders to Rehabilitate,
Reconstruct or construct their own homes, usually working together in groups on other eligible Owner-
Builder's houses at the same time. Owner-Builders use their own "sweat equity" to reduce the cost of their
homes.

§24.3. Allocation of Funds.

(a) The Department administers all Texas Bootstrap Loan Program funds provided to the Department in
accordance with Tex. Gov't Code, Chapter 2306, Subchapter FF.

(b) The Department may make loans for the Texas Bootstrap Loan Program from:

(1) Available funds in the Housing Trust Fund established under Tex. Gov't Code, §2306.201; or

(2) Federal block grants that may be used for the purposes of this chapter.

(c) Each state fiscal year the Department shall transfer at least $3 million (or another amount if so required
by Tex. Gov't Code and/or the General Appropriations Act) to the Texas Bootstrap Loan Program from
money received under federal block grants or from available funds in the Housing Trust Fund.

(d) The Department may use up to 10% of Program funds available per state fiscal year to enhance the
ability of tax-exempt organizations described by Tex. Gov't Code §2306.755(a) to increase the number of
such organizations that are able to implement the Program. The Department shall use that available
revenue to provide financial assistance, technical training and management support.

§24.4. Participant Requirements.

(a) Eligible Participants. The following organizations or entities are eligible to become Participants in the
Texas Bootstrap Loan Program:

(1) Colonia Self Help Centers established under Tex. Gov't Code, Chapter 2306, Subchapter Z; or

(2) NOHPs certified by the Department pursuant to Tex. Gov't Code §2306.755.

(b) Eligibility requirements. The Participant must enter into a Loan Origination Agreement with the
Department in order to be eligible to submit an Activity through the Reservation System. The Participant
must have the capacity to administer and manage resources as evidenced by previous experience of
managing state and/or federal programs.

§24.5. Program Activities.

Texas Bootstrap Loan Program funds may be used to finance affordable housing and promote
homeownership through acquisition, new construction, reconstruction, or rehabilitation of residential
housing. All eligible organizations that satisfy the requirements of this chapter may reserve funds by
submitting a loan application on behalf of an Owner-Builder Applicant for the Texas Bootstrap Loan
Program.

§24.6. Prohibited Activities.

The fees described in paragraphs (1) - (8) of this section are prohibited Program expenditures and may not
be charged directly to the Owner-Builder; however, these expenses may be charged as an allowable cost by
a third party lender or servicer for a Texas Bootstrap loan:
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(1) Payment of delinquent property taxes or related fees or charges on properties to be assisted with Texas
Bootstrap Loan Program funds;

(2) Loan origination fees;

(3) Application fees;

(4) Discount fees;

(5) Underwriter fees;

(6) Loan processing fees;

(7) Loan servicing fees; and

(8) Other fees not approved by the Department in writing prior to expenditure.

§24.7. Distribution of Funds.

(a) Set-Asides. In accordance with Tex. Gov't Code §2306.753(d), at least two-thirds of the dollar amount of
Program loans made in each fiscal year must be made to Owner-Builders whose real property is located in a
census tract that has a median household income that is not greater than 75% of the median state
household income for the most recent year for which statistics are available.

(b) Balance of State. The remaining one-third of the dollar amount of Program loans made may be made to
Owner-Builders anywhere in the state.

(c) Loan Priority. The Department may allow a Participant access to the Reservation System 24 hours prior
to all other Participants for reservations for Owner-Builder Applicants that meet the following criteria:

(1) Annual household income is less than $17,500; or

(2) Real property is located in a county and/or municipality that agrees in writing to waive the Capital
Recovery Fees, building permit fee or other fees related to the house(s) to be built with the loan proceeds.
Owner-Builder Applicant will not receive priority if there are none of the above fees imposed by the county
and/or municipality or water supply company.

§24.8. Criteria for Funding and Reservations.

(a) The Department will distribute Program funds in accordance with the Texas Housing Trust Fund (SHTF)
Plan in effect at the time. The Department will publish an announcement for a NOFA in the Texas Register
and post the NOFA on the Department's website. The rules referenced in §24.1 of this chapter (relating to
Purpose) and the NOFA will establish and define the terms, conditions, and maximum Reservation amounts
allowed per Participant. The Department may also set a deadline for receiving Reservations and/or
Applications. The NOFA will indicate the approximate amount of available funds. The Department may
increase the amount of funds made available through the NOFA from time to time without republishing the
NOFA in the Texas Register. Such increases will be reflected on the Department's website.

(b) Any Reservation containing false information will be disqualified. The Department will review and
process all Reservations in the order received.

(c) Reservations received by the Department in response to a NOFA will be handled as described in
paragraphs (1) - (5) of this subsection.

(1) The Department will accept Reservations until all funds under the NOFA have been committed. The
Department may limit the eligibility of Reservations in the NOFA.
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(2) Each Reservation will be assigned a "received date" based on the date and time the Reservation was
entered into the Texas Bootstrap Loan Program Reservation system. Each Reservation will be reviewed in
accordance with the Program rules.

(3) Reservations must comply with all applicable Texas Bootstrap Loan Program requirements or regulations
established in this chapter. Reservations that do not comply with such requirements may be disqualified.
The Participant will be notified in writing of any cancelled and/or disqualified Reservations.

(4) If a Reservation contains deficiencies which, in the determination of the Department, require
clarification or correction of information submitted at the time of the Reservation, the Department may
request clarification or correction in the form of a deficiency notice to the Participant. If the Participant is
unable to cure any deficiencies within 15 calendar days, the Department may decline to fund the
Reservation. The Department may provide one 15-calendar-day extension to the deficiency notice.

(5) Prior to issuing an Applicant eligibility letter the Department may decline to fund any Reservation
entered into the Reservation system if the proposed housing Activities do not, in the Department's sole
determination, represent a prudent use of the Department's funds. The Department is not obligated to
proceed with any action pertaining to any Reservation which are entered, and may decide it is in the
Department's best interest to refrain from committing the funds. If the Department has issued an Applicant
eligibility letter to the Owner-Builder Applicant, but the Participant and/or Owner-Builder Applicant has not
complied with all the Program rules and guidelines, the Department may suspend funding until the
Participant and/or Owner-Builder Applicant has satisfied all requirements of the Program.

§24.9. Program Administration.

(a) Pursuant to Tex. Gov't Code §2306.754(b), the Department shall not exceed $45,000 in household
assistance for any Texas Bootstrap Loan Program loan. If it is not possible for an Owner-Builder to purchase
necessary real property and build or rehabilitate adequate housing for $45,000, the Owner-Builder must
obtain the additional amounts necessary from other sources, which may include other types of Department
funds with the exception of other State Housing Trust Funds.

(b) The Department shall make loans for Owner-Builder Applicants to enable them to:

(1) Build new residential housing, including the purchase or refinance of real property, if needed, on which
to undertake such Activity; or

(2) Improve existing residential housing, including the purchase or refinance of real property, if needed, on
which to undertake such Activity.

(c) Upon approval by the Department, the Participant shall enter into, execute, and deliver to the
Department the Loan Origination Agreement. The Department may terminate the Loan Origination
Agreement in whole or in part if the Participant has not performed as outlined in the Program Rule, NOFA,
Loan Origination Agreement, and/or Program Manual.

(d) If the Owner-Builder Applicant qualifies for the Program, the Department will issue an Applicant
eligibility letter which reserves up to $45,000 in funds for 12 months from the date of the Applicant
eligibility letter. The Owner-Builder Applicant will not be required to re-qualify if the Owner-Builder
Applicant closes by the expiration date on the Applicant eligibility letter. If an Owner-Builder Applicant does
not close by the expiration date, the Owner-Builder Applicant must re-qualify for the Program; however,

the Department may grant an extension of up to 180 days from the expiration date on the original
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Applicant eligibility letter. If the Owner-Builder Applicant fails to close on the loan after the extension is
granted the Reservation and/or loan will be cancelled.

(e) Roles and responsibilities for administering the Program Contract. Participants are required to:

(1) Qualify potential Owner-Builders for loans;

(2) Provide Owner-Builder homeownership education classes;

(3) Supervise and assist Owner-Builders to build and/or Rehabilitate housing;

(4) Facilitate loans made or purchased by the Department under the Program; and

(5) Implement and administer the Program on behalf of the Department.

(f) Loan Servicing Agreement. If the Participant wishes to service the loans originated on behalf of the
Department it must obtain prior approval and enter into a Loan Servicing Agreement with the Department.
A Participant's approval to begin servicing loans and/or to continue servicing loans is at the written
discretion of the Department.

(g) First Year Consultation Agreement. If the Department notifies the Participant that an Owner-Builder has
failed to make a scheduled payment due under the Program loan, or other payments due under the
Program loan documents, within the first 12 months of funding, the Participant must meet with the Owner-
Builder and provide counseling to assist in bringing the payments current. After such consultation and in the
event that the Department and Participant are not able to bring the Program loan current, the Department
in accordance with its administrative rules may apply appropriate graduated sanctions leading up to, but
not limited to, deobligation of funds and future debarment from participation in the Program.

(h) Administrative Fee. The Participant will be granted a 10% administration fee upon completion of the
house and funding of each Mortgage loan.

(i) Blueprints. If the activity is new construction, Participant must submit a legible copy of the proposed
blueprints for approval by the Department prior to the Participant accepting applications for Owner-Builder
Applicants. Blueprints must include the construction requirements pursuant to Tex. Gov't Code §2306.514,
and be prepared and executed by an architect or engineer licensed by the state of Texas.

(j) Work Write-up. If Participant's activity is rehabilitation, Participant must adhere to TMCS and submit
work write-ups and cost estimations for Department approval prior to construction.

(k) Loan Program requirements. The Department may purchase or originate loans that conform to the
lending parameters and the specific loan Program requirements as described in paragraphs (1) - (7) of this
subsection:

(1) Pursuant to Tex. Gov't Code §2306.754(b), the maximum Texas Bootstrap Loan Program loan amount
per Household shall not exceed $45,000. If it is not possible for an Owner-Builder to purchase necessary
real property and build or rehabilitate adequate housing for $45,000, the Owner-Builder must obtain the
additional amounts necessary from other sources, which may include other types of Department funds with
the exception of other State Housing Trust Funds;

(2) Minimum loan amount is $1,000;

(3) Loan term may not exceed 30 years;

(4) Loan term may not be less than five years;

(5) 0% non-interest loan;

(6) When refinancing a Contract for Deed, the Department will not disburse any portion of the

Department's loan until the Owner-Builder receives a deed to the property; and
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(7) Owner-Builder must have resided in Texas for the preceding six months prior to the date of loan
application.

() Loan Assumption. A Program loan is assumable if the Department determines that the Owner-Builder
Applicant complies with all Program requirements in effect at the time of the assumption.

(m) Forgivable Loan. The term for a Forgivable Loan may not exceed 15 years from the date of closing.

§24.10. Owner-Builder Qualifications.

The Owner-Builder must:

(1) Own or be purchasing a piece of real property through a warranty deed or Contract for Deed;

(2) Not have an annual household income that exceeds 60% of the greater of the state or local area median
family income as determined by HUD's current income table. Eligibility Income is the total Household
income including all income (salary, tips, bonus, overtime, alimony, child support, benefits, etc.) received by
the Owner-Builder Applicant, co-Applicant and/or any other persons living in the home. This income is used
to determine whether the household income exceeds 60% of the Area Median Family Income or 60% of the
State Median Family Income, adjusted for Household size, whichever is greater. No income is excluded in
this calculation.

(3) Execute a Self-Help Agreement committing to specify and satisfy one of the criteria provided for in
subparagraphs (A) - (D) of this paragraph:

(A) Provide at least 65% of the labor necessary to build or rehabilitate the proposed housing through a
state-certified Participant;

(B) Provide an amount of labor equivalent to 65% in connection with building or rehabilitating housing for
others through a state-certified Participant;

(C) Provide through the noncontract labor of friends, family, or volunteers and through personal labor at
least 65% of the labor necessary to build or rehabilitate the proposed housing through a state-certified
Participant; or

(D) If due to a documented disability or other limiting circumstances the Owner-Builder cannot provide the
amount of personal labor otherwise required, provide through the noncontract labor of friends, family or
volunteers at least 65% of the labor necessary to build or rehabilitate the proposed housing through a
state-certified Participant;

(4) Successfully complete an Owner-Builder homeownership education class prior to loan funding;

(5) Not have any outstanding judgments and/or liens on the property; and

(6) The Owner-Builder must occupy the residence as a Principal Residence within 30 days of the end of the
construction period or the closing of the loan, whichever is later. If the Owner-Builder fails to do so, the
Department may declare the loan in default and accelerate the note. Any additional habitable structures
must be removed from the property prior to closing; however, a portion of the structure may be utilized as
storage upon the Department's written approval prior to closing.

§24.11. Types of Funding Transactions.
All Mortgage Loans will be evidenced by a promissory note and will be secured by a lien on the subject
property. The following transaction types are permitted by the Department under the Program.
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(1) Purchase Money. All Program funds are used to finance the purchase of a single-family dwelling unit
and/or a piece of real property. The Department makes a permanent loan to the Owner-Builder and the
Owner-Builder's repayment obligation begins immediately. In certain situations, eligible closing costs may
be financed by the loan proceeds.

(2) Residential Construction. This transaction is treated as a purchase and is a one-time closing with the
Owner-Builder. Construction period may be up to 12 months.

(3) Interim Construction (Closing with Participant). Interim construction is a commercial transaction
between the Participant and the Department that is with respect to a specific Owner-Builder. The
construction period may be up to 12 months. Once the construction of the home is completed, the closing
with the Owner-Builder will take place as a purchase money transaction.

(4) Purchase of Mortgage loans. The Department may purchase and take assignments from Mortgage
lenders of notes and other obligations evidencing loans or interest in loans for purchase money transactions
as described in paragraph (1) of this section or for residential construction transactions as described in
paragraph (2) of this section.

§24.12. Property Guidelines and Related Issues.

(a) A final appraisal is required by the Department on each property prior to closing.

(b) Loan-to-value ratio may not exceed 95% of the appraised value. The lien amounts of Forgivable Loans
and/or Grants will not be included in the loan-to-value calculation.

(c) Combined loan-to-value ratio, which will be calculated to include the amounts of Forgivable Loans, may
not exceed 100% of the appraised value.

(d) Improvement Surveys are required on each property.

(e) Category 1A (Texas Society of Professional Surveyors) lot surveys are required for all interim and
residential construction loans. Upon Department approval a recorded subdivision plat may be used in lieu
of lot surveys for interim construction loans only. Upon completion of construction an Improvement Survey
must also be provided.

(f) Title Commitment. A copy of the preliminary title report including complete legal description and copies
of covenants, conditions and restrictions, easements, and any supplements thereto is required. The
preliminary title report should not be more than 30 days old at the time the submission or funding package
is sent to the Department and must list the Department's Loan.

(g) Existing Property. A property inspection will be required to be completed by a professional inspector
licensed by the Texas Real Estate Commission for all existing properties. A copy of the inspection report
must be submitted and any deficiencies listed on the report must be corrected prior to closing. Cosmetic
issues such as paint, wall texture, etc. may not be required to be corrected if utilizing a Self-Help
construction Program. A copy of the inspection report must be provided to the Owner-Builder Applicant
and the Department. The Participant and/or the Owner-Builder Applicant will be responsible for the
selection and/or the fee of the licensed inspector.

§24.13. Nonprofit Owner-Builder Housing Program Certification.
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(a) The term, Applicant, when used in this section, shall mean a Nonprofit Organization that is an NOHP or
has submitted a request to the Department for certification as an NOHP in order to participate in the Texas
Bootstrap Loan Program.

(b) Application Procedures for NOHP Certification or NOHP Recertification. An entity requesting NOHP
certification or a Participant requesting recertification must submit an Application prior to submitting an
Application for the Texas Bootstrap Loan Program Reservation system. Initial NOHP certification must meet
all of the criteria listed in paragraphs (1) - (6) of this subsection. NOHP recertification must occur every
three years. NOHP recertification for only loan servicing activities will only require that the NOHP be in
good standing with the Department and that they complete an annual recertification to the loan servicing
agreement. NOHP recertification for loan origination requires that the NOHP be in good standing with the
Department; submission of the criteria listed in paragraphs (1) - (6) of this subsection is only required if any
changes have occurred.

(1) The entity legal status must satisfy all of the criteria in subparagraphs (A) - (E) of this paragraph:

(A) Must be organized as a nonprofit organization under the Texas Business Code or other state not-for-
profit/nonprofit statute as evidenced by charter or Certificate of Formation, or must be a Colonia Self-Help
Center;

(B) Must be registered and in good standing with the Office of the Secretary of State and the State
Comptroller's Office to do business in the state of Texas;

(C) No part of the Nonprofit Organization's net earnings may inure to the benefit of any member, founder,
contributor, or individual, as evidenced by charter or Certificate of Formation;

(D) Must have the following tax status and a pending application for §501(c)(3) status cannot be used to
comply with this requirement;

(i) a current letter of determination from the Internal Revenue Service (IRS) under §501(c)(3), a charitable,
nonprofit corporation, of the Internal Revenue Code of 1986, as evidenced by a certificate from the IRS
dated 1986 or later. The exemption ruling must be effective on the date of the Application and must
continue to be effective while certified as an NOHP; or

(i) classification as a subordinate of a central Nonprofit Organization under the Internal Revenue Code
§501(c)(3), as evidenced by a current group exemption letter dated 1986 or later; and

(E) Must have among its purposes the provision of decent housing that is affordable to low and moderate
income people as evidenced by a statement in the organization's charter, Certificate of Formation,
Resolutions, or Bylaws.

(2) The entity must:

(A) Conform to the United States Generally Accepted Accounting Principles (GAAP) as evidenced by a:

(i) notarized statement by the Executive Director or chief financial officer of the organization in a form
prescribed by the Department; or

(ii) certification from a Certified Public Accountant; and

(B) If the entity will be utilizing interim or residential construction funds it must provide an audited financial
statement for the most recent fiscal year or a signed and dated financial statement for the period since last
published audit. If the entity does not have audited financial statements or a signed and dated financial
statement for the period since last published audit must provide a resolution from the Board of Directors

that is signed and dated within 6 months from the date of application and certifies that the accounting
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procedures used by the organization conform to the GAAP. Participants that are certified NOHPs and do not
have audited financial statements or a signed and dated financial statement for the period since last
published audit are restricted to only originating permanent loans and will be ineligible for any interim or
residential construction loans until the Department has reviewed the most current audited financial
statements;

(C) Have a demonstrated capacity of at least one year for carrying out Mortgage loan origination and Self-
Help housing construction Activities, as evidenced by resumes and/or statements that describe the
experience of key staff members who have successfully completed projects similar to those to be assisted
with Texas Bootstrap Loan Program funds; or contract(s) with consultant firms or individuals who have
housing experience similar to projects to be assisted with Texas Bootstrap Loan Program funds, to train
appropriate key staff of the organization. If applying for NOHP recertification the organization is in good
standing as determined by the Department, the organization will not be required to submit any additional
information regarding experience.

(3) Must submit a current roster of all Board of Directors, including names and mailing addresses.

(4) A local or state government and/or public agency cannot qualify as an NOHP, but may sponsor the
creation of an NOHP.

(5) Religious or Faith-based Organizations may sponsor an NOHP if the NOHP meets all the requirements of
this section. While the governing board of an NOHP sponsored by a religious or a faith-based organization
remains subject to all other requirements in this section, the religious or faith-based organization may
retain control over appointments to the board. Subparagraphs (A) - (C) of this paragraph also apply:

(A) Housing developed must be made available exclusively for the residential use of Program beneficiaries,
and must be made available to all persons regardless of religious affiliations or beliefs;

(B) Texas Bootstrap Loan Program funds may never be used to support any explicitly religious activities such
as worship, religious instruction, or proselytizing; and

(C) Compliance with subparagraphs (A) and (B) of this paragraph must be evidenced by the Bylaws, charter
or Certificate of Formation.

(6) A Colonia Self-Help Center as defined under Tex. Gov't Code, Chapter 2306, Subchapter Z is not required
to complete the NOHP Certification process as long as it provides a letter from the unit of local government
demonstrating performance is in good standing.

(c) Program Design. Must have policies for how the Owner-Builders participating in its program will meet
the 65% sweat equity requirement.

(d) Must provide to the Department the number of houses they are proposing to build, type of proposed
financing structure and construction timelines, to evidence its ability to carry out the Program.

(e) Must provide copies of Program guidelines and homebuyer course curriculum to evidence its experience
in qualifying potential Owner-Builders and in providing education classes, counseling and training.

(f) Must be in compliance with 10 TAC §1.403, (relating to Single Audit Requirements), and 10 TAC §20.9,
(relating to Fair Housing, Affirmative Marketing and Reasonable Accommodations), at the time of
Application.

(g) Must be in compliance with any existing Contracts awarded by the Department and is subject to the
Department's Previous Participation Review process provided for in 10 TAC §1.302 (relating to Previous
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Participation Reviews for Department Program Awards Not Covered by §1.301 of this Subchapter) and
§1.303 (relating to Executive Award and Review Advisory Committee (EARAC)) of this title.
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on Inducement Resolution No. 20-002 for Multifamily
Housing Revenue Bonds Regarding Authorization for Filing Applications for Private Activity Bond
Authority

RECOMMENDED ACTION

WHEREAS, four bond pre-applications, as further detailed below, were submitted to the
Department for consideration of an inducement resolution;

WHEREAS, Board approval of the inducement resolution is the first step in the
application process for a multifamily bond issuance by the Department;

WHEREAS, approval of the inducement will allow staff to submit an application to the
Bond Review Board (BRB) for the issuance of a Certificate of Reservation associated with
the Development;

NOW, therefore, it is hereby

RESOLVED, that based on the foregoing, Inducement Resolution No. 20-002 to proceed
with the application submission to the BRB for possible receipt of State Volume Cap
issuance authority under the Private Activity Bond Program for the pre-applications
listed herein, is hereby approved in the form presented to this meeting.

BACKGROUND

General Information: The BRB administers the state’s annual private activity bond authority for the
State of Texas. The Department is an issuer of Private Activity Bonds and is required to induce an
application for bonds prior to the submission to the BRB. Approval of the inducement resolution does
not constitute approval of the development but merely allows the Applicant the opportunity to move
into the full application phase of the process. Once the application receives a Certificate of
Reservation, the Applicant has 150 days to close on the private activity bonds.

During the 150-day process, the Department will review the complete application for compliance with
the Department’s Rules, including but not limited to site eligibility and threshold as well as previous
participation as it relates to developments previously funded through the Department. During the
review of the full application, staff will also underwrite the transaction and determine financial
feasibility in accordance with the Real Estate Analysis Rules. The Department will schedule and conduct
a public hearing, and the complete application, including a transcript from the hearing, will then be
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presented to the Board for a decision on the issuance of bonds as well as a determination on the
amount of housing tax credits anticipated to be allocated to the development. This inducement
resolution would reserve approximately $108 million in private activity bond volume cap.

19611 — Granada Terrace

Granada Terrace is located at 1301 Avenue A, South Houston, Harris County, and proposes the
acquisition and rehabilitation of 156 units serving the general population. This transaction is proposed
to be Priority 3 with 125 of the units rent and income restricted at 60% of the Area Median Family
Income (AMFI), 18 units rent and income restricted at 50% AMFI, and the remaining 13 units rent and
income restricted at 30% AMFI. A Section 8 HAP contract is expected to continue for all of the units.
The Department has not received any letters of support or opposition for this development.

Bond Inducement Amount: $16,000,000

19613 — THF 333 Holly Court

Acquisition and rehabilitation is proposed for 332 units at 333 Holly Court, a multifamily development
located in The Woodlands, Montgomery County. This transaction is proposed to be Priority 3 and will
serve the general population. The project will include 95 units rent and income restricted at 80% of
AMFI, 98 units rent and income restricted at 60% AMFI, 53 units rent and income restricted at 50%
AMFI, and 86 units rent and income restricted at 40% AMFI. Moreover, two Section 8 HAP contracts
are expected to continue for 139 of the units. The Department has not received any letters of support
or opposition for this development.

Bond Inducement Amount: $50,000,000

19614 — THF The Pines

The Pines is located at 3451 Tangle Brush Drive in The Woodlands, Montgomery County, and proposes
the acquisition and rehabilitation of 152 units. This transaction is proposed to be Priority 3 and will
serve the general population. All of the units will be rent and income restricted at 60% AMFI, and a
Section 8 HAP contract is expected to continue for all of the units. The Department has not received
any letters of support or opposition for this development.

Bond Inducement Amount: $30,000,000

Oaks on Clark (19615)

The Oaks on Clark is the acquisition and rehabilitation of 80 units located at 4622 Clark Avenue, San
Antonio, Bexar County. This transaction is proposed to be Priority 3 and will serve the general
population. All of the units will be rent and income restricted at 60% AMFI, and a Section 8 HAP
contract is expected to continue for all of the units. The Department has not received any letters of
support or opposition for this development.

Bond Inducement Amount: $12,000,000
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RESOLUTION NO. 20-002

RESOLUTION DECLARING INTENT TO ISSUE MULTIFAMILY REVENUE BONDS WITH
RESPECT TO RESIDENTIAL RENTAL DEVELOPMENTS; AUTHORIZING THE FILING OF
ONE OR MORE APPLICATIONS FOR ALLOCATION OF PRIVATE ACTIVITY BONDS
WITH THE TEXAS BOND REVIEW BOARD; AND AUTHORIZING OTHER ACTION
RELATED THERETO

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”)
has been duly created and organized pursuant to and in accordance with the provisions of
Chapter 2306, Texas Government Code, as amended, (the “Act”) for the purpose, among others,
of providing a means of financing the costs of residential ownership, development and
rehabilitation that will provide decent, safe, and affordable living environments for persons and
families of low, very low and extremely low income and families of moderate income (all as
defined in the Act); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing
sponsors to provide financing for multifamily residential rental housing in the State of Texas (the
“State”) intended to be occupied by persons and families of low, very low and extremely low
income and families of moderate income, as determined by the Department; (b) to issue its
revenue bonds for the purpose, among others, of obtaining funds to make such loans and provide
financing, 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 multifamily residential rental development loans, and to mortgage,
pledge or grant security interests in such loans or other property of the Department in order to
secure the payment of the principal or redemption price of and interest on such bonds; and

WHEREAS, it is proposed that the Department issue its revenue bonds in one or more
series for the purpose of providing financing for the multifamily residential rental developments
(the “Developments”) more fully described in Exhibit A attached hereto. The ownership of the
Developments as more fully described in Exhibit A will consist of the applicable ownership entity
and its principals or a related person (the “Owners”) within the meaning of the Internal Revenue
Code of 1986, as amended (the “Code”); and

WHEREAS, the Owners have made not more than 60 days prior to the date hereof,
payments with respect to the Developments and expect to make additional payments in the
future and desire that they be reimbursed for such payments and other costs associated with the
Developments from the proceeds of tax-exempt and taxable, as applicable, obligations to be
issued by the Department subsequent to the date hereof; and

WHEREAS, the Owners have indicated their willingness to enter into contractual
arrangements with the Department providing assurance satisfactory to the Department that the
requirements of the Act and the Department will be satisfied and that the Developments will
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satisfy State law, Section 142(d) and other applicable Sections of the Code and Treasury
Regulations; and

WHEREAS, the Department desires to reimburse the Owners for the costs associated with
the Developments listed on Exhibit A attached hereto, but solely from and to the extent, if any,
of the proceeds of tax-exempt and taxable, as applicable, obligations to be issued in one or more
series to be issued subsequent to the date hereof; and

WHEREAS, at the request of the Owners, the Department reasonably expects to incur
debt in the form of tax-exempt and taxable, as applicable, obligations for purposes of paying the
costs of the Developments described on Exhibit A attached hereto; and

WHEREAS, in connection with the proposed issuance of the Bonds (defined below), the
Department, as issuer of the Bonds, is required to submit for the Developments one or more
Applications for Allocation of Private Activity Bonds or Applications for Carryforward for Private
Activity Bonds (the “Application”) with the Texas Bond Review Board (the “Bond Review Board”)
with respect to the tax-exempt Bonds to qualify for the Bond Review Board’s Allocation Program
in connection with the Bond Review Board’s authority to administer the allocation of the
authority of the State to issue private activity bonds; and

WHEREAS, the Governing Board of the Department (the “Board”) has determined to
declare its intent to issue its multifamily revenue bonds for the purpose of providing funds to the
Owners to finance the Developments on the terms and conditions hereinafter set forth; NOW,
THEREFORE,

BE IT RESOLVED BY THE GOVERNING BOARD OF THE TEXAS DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS THAT:

ARTICLE 1

OFFICIAL INTENT; APPROVAL OF CERTAIN ACTIONS

Section 1.1. Authorization of Issue. The Department declares its intent to issue its
Multifamily Housing Revenue Bonds (the “Bonds”) in one or more series and in amounts
estimated to be sufficient to (a) fund a loan or loans to the Owners to provide financing for the
respective Developments in an aggregate principal amount not to exceed those amounts,
corresponding to the Developments, set forth in Exhibit A; (b) fund a reserve fund with respect
to the Bonds if needed; and (c) pay certain costs incurred in connection with the issuance of the
Bonds. Such Bonds will be issued as qualified residential rental development bonds. Final
approval of the Department to issue the Bonds shall be subject to: (i) the review by the
Department’s credit underwriters for financial feasibility; (ii) review by the Department’s staff
and legal counsel of compliance with federal income tax regulations and State law requirements
regarding tenancy in the respective Development; (iii) approval by the Bond Review Board, if
required; (iv) approval by the Attorney General of the State of Texas (the “Attorney General”);
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(v) satisfaction of the Board that the respective Development meets the Department’s public
policy criteria; and (vi) the ability of the Department to issue such Bonds in compliance with all
federal and State laws applicable to the issuance of such Bonds.

Section1.2.  Terms of Bonds. The proposed Bonds shall be issuable only as fully
registered bonds in authorized denominations to be determined by the Department; shall bear
interest at a rate or rates to be determined by the Department; shall mature at a time to be
determined by the Department but in no event later than 40 years after the date of issuance; and
shall be subject to prior redemption upon such terms and conditions as may be determined by
the Department.

Section 1.3. Reimbursement. The Department reasonably expects to reimburse the
Owners for all costs that have been or will be paid subsequent to the date that is 60 days prior
to the date hereof in connection with the acquisition of real property and construction of its
Development and listed on Exhibit A attached hereto (“Costs of the Developments”) from the
proceeds of the Bonds, in an amount which is reasonably estimated to be sufficient: (a) to fund
a loan to provide financing for the acquisition and construction or rehabilitation of its
Development, including reimbursing the applicable Owner for all costs that have been or will be
paid subsequent to the date that is 60 days prior to the date hereof in connection with the
acquisition and construction or rehabilitation of the Developments; (b) to fund any reserves that
may be required for the benefit of the holders of the Bonds; and (c) to pay certain costs incurred
in connection with the issuance of the Bonds.

Section 1.4. Principal Amount. Based on representations of the Owners, the
Department reasonably expects that the maximum principal amount of debt issued to reimburse
the Owners for the Costs of the Developments will not exceed the amount set forth in Exhibit A
which corresponds to the applicable Development.

Section 1.5. Limited Obligations. The Owners may commence with the acquisition and
construction or rehabilitation of the Developments, which Developments will be in furtherance
of the public purposes of the Department as aforesaid. On or prior to the issuance of the Bonds,
each Owner will enter into a loan agreement, on terms agreed to by the parties, on an installment
payment basis with the Department under which the Department will make a loan to the
applicable Owner for the purpose of reimbursing the Owner for the Costs of the Development
and the Owner will make installment payments sufficient to pay the principal of and any premium
and interest on the applicable Bonds. The proposed Bonds shall be special, limited obligations of
the Department payable solely by the Department from or in connection with its loan or loans to
the Owner to provide financing for its Development, and from such other revenues, receipts and
resources of the Department as may be expressly pledged by the Department to secure the
payment of the Bonds.

Section 1.6.  The Developments. Substantially all of the proceeds of the Bonds shall be
used to finance the Developments, which are to be occupied entirely by Eligible Tenants, as
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determined by the Department, and which are to be occupied partially by persons and families
of low income such that the requirements of Section 142(d) of the Code are met for the period
required by the Code.

Section 1.7. Payment of Bonds. The payment of the principal of and any premium and
interest on the Bonds shall be made solely from moneys realized from the loan of the proceeds
of the Bonds to reimburse the Owners for costs of its Development.

Section 1.8. Costs of Developments. The Costs of the Developments may include any
cost of acquiring, constructing, reconstructing, improving, installing and expanding the
Developments. Without limiting the generality of the foregoing, the Costs of the Developments
shall specifically include the cost of the acquisition of all land, rights-of-way, property rights,
easements and interests, the cost of all machinery and equipment, financing charges, inventory,
raw materials and other supplies, research and development costs, interest prior to and during
construction and for one year after completion of construction whether or not capitalized,
necessary reserve funds, the cost of estimates and of engineering and legal services, plans,
specifications, surveys, estimates of cost and of revenue, other expenses necessary or incident
to determining the feasibility and practicability of acquiring, constructing, reconstructing,
improving and expanding the Developments, administrative expenses and such other expenses
as may be necessary or incident to the acquisition, construction, reconstruction, improvement
and expansion of the Developments, the placing of the Developments in operation and that
satisfy the Code and the Act. The Owners shall be responsible for and pay any costs of its
Development incurred by it prior to issuance of the Bonds and will pay all costs of its
Development which are not or cannot be paid or reimbursed from the proceeds of the Bonds.

Section 1.9. No Commitment to Issue Bonds. Neither the Owners nor any other party
is entitled to rely on this Resolution as a commitment to issue the Bonds and to loan funds, and
the Department reserves the right not to issue the Bonds either with or without cause and with
or without notice, and in such event the Department shall not be subject to any liability or
damages of any nature. Neither the Owners nor any one claiming by, through or under the
Owners shall have any claim against the Department whatsoever as a result of any decision by
the Department not to issue the Bonds.

Section 1.10.  Conditions Precedent. The issuance of the Bonds following final approval
by the Board shall be further subject to, among other things: (a) the execution by the Owners
and the Department of contractual arrangements, on terms agreed to by the parties, providing
assurance satisfactory to the Department that all requirements of the Act will be satisfied and
that the Development will satisfy the requirements of Section 142(d) of the Code (except for
portions to be financed with taxable bonds); (b) the receipt of an opinion from Bracewell LLP or
other nationally recognized bond counsel acceptable to the Department (“Bond Counsel”),
substantially to the effect that the interest on the tax-exempt Bonds is excludable from gross
income for federal income tax purposes under existing law; and (c) receipt of the approval of the
Bond Review Board, if required, and the Attorney General.
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Section 1.11.  Authorization to Proceed. The Board hereby authorizes staff, Bond
Counsel and other consultants to proceed with preparation of the Developments’ necessary
review and legal documentation for the filing of one or more Applications and the issuance of the
Bonds, subject to satisfaction of the conditions specified in this Resolution. The Board further
authorizes staff, Bond Counsel and other consultants to re-submit an Application that was
withdrawn by an Owner.

Section 1.12.  Related Persons. The Department acknowledges that financing of all or
any part of the Developments may be undertaken by any company or partnership that is a
“related person” to the respective Owner within the meaning of the Code and applicable
regulations promulgated pursuant thereto, including any entity controlled by or affiliated with
the Owners.

Section 1.13. Declaration of Official Intent. This Resolution constitutes the
Department’s official intent for expenditures on Costs of the Developments which will be
reimbursed out of the issuance of the Bonds within the meaning of Sections 1.142-4(b) and
1.150-2, Title 26, Code of Federal Regulations, as amended, and applicable rulings of the Internal
Revenue Service thereunder, to the end that the Bonds issued to reimburse Costs of the
Developments may qualify for the exemption provisions of Section 142 of the Code, and that the
interest on the Bonds (except for any taxable Bonds) will therefore be excludable from the gross
incomes of the holders thereof under the provisions of Section 103(a)(1) of the Code.

Section 1.14.  Execution and Delivery of Documents. The Authorized Representatives
named in this Resolution are each hereby authorized to execute and deliver all Applications,
certificates, documents, instruments, letters, notices, written requests and other papers,
whether or not mentioned herein, as may be necessary or convenient to carry out or assist in
carrying out the purposes of this Resolution.

Section 1.15.  Authorized Representatives. The following persons are hereby named as
authorized representatives of the Department for purposes of executing, attesting, affixing the
Department’s seal to, and delivering the documents and instruments and taking the other actions
referred to in this Article 1: the Chair or Vice Chair of the Board, the Executive Director or Acting
Director of the Department, the Director of Administration of the Department, the Director of
Bond Finance and Chief Investment Officer of the Department, the Director of Multifamily Bonds,
the Director of Texas Homeownership of the Department and the Secretary or any Assistant
Secretary to the Board. Such persons are referred to herein collectively as the “Authorized
Representatives.” Any one of the Authorized Representatives is authorized to act individually as
set forth in this Resolution.
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ARTICLE 2

CERTAIN FINDINGS AND DETERMINATIONS

Section 2.1. Certain Findings Regarding Developments and Owners. The Board finds

that:

@) the Developments are necessary to provide decent, safe and sanitary housing at
rentals that individuals or families of low and very low income and families of moderate income
can afford;

(b) the Owners will supply, in their Development, well-planned and well-designed
housing for individuals or families of low and very low income and families of moderate income;

(©) the Owners are financially responsible;

(d) the financing of the Developments is a public purpose and will provide a public
benefit; and

(e) the Developments will be undertaken within the authority granted by the Act to
the Department and the Owners.

Section 2.2. No Indebtedness of Certain Entities. The Board hereby finds, determines,
recites and declares that the Bonds shall not constitute an indebtedness, liability, general, special
or moral obligation or pledge or loan of the faith or credit or taxing power of the State, the
Department or any other political subdivision or municipal or political corporation or
governmental unit, nor shall the Bonds ever be deemed to be an obligation or agreement of any
officer, director, agent or employee of the Department in his or her individual capacity, and none
of such persons shall be subject to any personal liability by reason of the issuance of the Bonds.
The Bonds will be a special limited obligation of the Department payable solely from amounts
pledged for that purpose under the financing documents.

Section 2.3. Certain Findings with Respect to the Bonds. The Board hereby finds,
determines, recites and declares that the issuance of the Bonds to provide financing for the
Developments will promote the public purposes set forth in the Act, including, without limitation,
assisting persons and families of low and very low income and families of moderate income to
obtain decent, safe and sanitary housing at rentals they can afford.

ARTICLE 3

GENERAL PROVISIONS
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Section 3.1. Books and Records. The Board hereby directs this Resolution to be made
a part of the Department’s books and records that are available for inspection by the general
public.

Section 3.2. Notice of Meeting. This Resolution was considered and adopted at a
meeting of the Board that was noticed, convened, and conducted in full compliance with the
Texas Open Meetings Act, Chapter 551 of the Texas Government Code, and with §2306.032 of
the Texas Government Code, regarding meetings of the Board.

Section 3.3. Effective Date. This Resolution shall be in full force and effect from and
upon its adoption.

[Execution page follows]
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PASSED AND APPROVED this 10t day of October, 2019

[SEAL]

By:

J.B. Goodwin
Chair, Governing Board

ATTEST:

James B. “Beau” Eccles
Secretary to the Governing Board

Signature Page to Inducement Resolution
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EXHIBIT “A”

Descriptions of the Owners and the Developments

Amount Not to
Project Name Owner Principals Exceed
333 Holly THF 333 Holly, LP, a |General Partner/Member: $50,000,000
Texas limited THF 333 Holly GP, LLC, a
partnership, or other [Texas limited liability
affiliate of The company, or other affiliate of
Related Companies, [The Related Companies, L.P.
L.P.
Costs: Acquisition/rehabilitation of a 332-unit affordable, multifamily housing development to
be known as 333 Holly, to be located at 333 Holly Court, The Woodlands, Montgomery|
County, TX 77381.

Amount Not to
Project Name Owner Principals Exceed
The Pines THF The Pines, LP, a |General Partner/Member: $30,000,000
Texas limited THF The Pines GP, LLC, a
partnership, or other [Texas limited liability
affiliate of The company, or other affiliate of
Related Companies, [The Related Companies, L.P.
L.P.
Costs: Acquisition/rehabilitation of a 152-unit affordable, multifamily housing development to
be known as The Pines, to be located at 3451 Tangle Brush Drive, The Woodlands,
Montgomery County, TX 77381.
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Amount Not to
Project Name Owner Principals Exceed

Oaks on Clark THF Oaks on Clark, |General Partner/Member: $12,000,000
LP, a Texas limited  [THF Oaks on Clark GP, LLC, a
partnership, or other [Texas limited liability

affiliate of The company, or other affiliate of
Related Companies, [The Related Companies, L.P.
L.P.

Costs: Acquisition/rehabilitation of a 80-unit affordable, multifamily housing development to
be known as Oaks on Clark, to be located at 4622 Clark Avenue, San Antonio, Bexar
County, TX 78223.

Amount Not to
Project Name Owner Principals Exceed
Granada Terrace Granada Terrace General Partner/Member: $16,000,000
Apartments Apartments, LP, a Granada Terrace Apartments
Texas limited GP, LLC, a Texas limited
partnership liability company

Costs: Acquisition/rehabilitation of a 156-unit affordable, multifamily housing development to
be known as Granada Terrace Apartments, to be located at 1301 Avenue A, South
Houston, Harris County, TX 77587.
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on Resolution No. 20-003 Authorizing the
Execution of an Irrevocable Instructions and Agreement relating to the Multifamily Housing
Mortgage Revenue Bonds for Churchill at Pinnacle Park Series 2004

RECOMMENDED ACTION

WHEREAS, the Department issued Series 2004 Multifamily Housing Mortgage
Revenue Bonds in the aggregate principal amount of $10,750,000 to the Churchill
at Pinnacle Park development in Dallas to construct 200 units of affordable
multifamily rental housing;

WHEREAS, the Borrower is requesting the Department’s approval to enter into
an lIrrevocable Instructions and Agreement (Escrow Agreement) among the
Department as Bond Issuer, the Owner and U.S. Bank, National Association as
Trustee;

WHEREAS, the Escrow Agreement would provide for the defeasance, payment
and discharge of all the outstanding Series 2004 Multifamily Housing Mortgage
Revenue Bonds; and

WHEREAS, the Escrow Agreement will provide for the purchase of escrowed
securities and funds to be used to pay required debt service on the defeased
bonds, until the scheduled maturity on September 1, 2021,

NOW, therefore, it is hereby

RESOLVED, that Resolution No. 20-003 relating to the Escrow Agreement for
Churchill at Pinnacle Park is hereby approved as presented to this meeting; and

FURTHER RESOLVED, that staff is authorized, empowered and directed for and
on behalf of the Department to execute and deliver such documents,
instruments, and writings and perform such acts and deeds as may be necessary
to effectuate the foregoing.

BACKGROUND

The bonds for Churchill at Pinnacle Park were originally issued through the Department in July
2004 in the amount of $10,750,000. The original financing structure included privately placed
bonds with MuniMae and as such were unrated with no credit enhancement. As part of the
current proposal, the borrower has requested the Department enter into an Escrow
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Agreement that would provide for the bonds to be defeased in accordance with the terms of
the Trust Indenture, dated July 2004. The tax-exempt bonds would be defeased until the first
call date of September 1, 2021, and funds will be provided that will pay the required debt
service on the defeased bonds. The proceeds to fund the escrow will come from the sale of the
property, which is contemplated to occur on October 17, 2019.
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IRREVOCABLE INSTRUCTIONS AND AGREEMENT

Relating To
$10,750,000

Texas Department of Housing and Community Affairs Multifamily Housing Revenue
Bonds (Churchill at Pinnacle Park) Series 2004

Dated October [__], 2019

#676391
003951-0157
4844-5866-6663v.4



IRREVOCABLE INSTRUCTIONS AND AGREEMENT

THIS IRREVOCABLE INSTRUCTIONS AND AGREEMENT, dated October __, 2019
(this “Agreement”), by and among TEXAS DEPARTMENT OF HOUSING AND COMMUNITY
AFFAIRS (the “Issuer”), a public and official agency of the State of Texas, U.S. BANK
NATIONAL ASSOCIATION, a national banking association, as successor to The Bank of New
York Trust Company, N.A., not in its individual capacity but solely as trustee (the “Trustee™), and
CHURCHILL AT PINNACLE PARK, L.P., a Texas limited partnership (the “Borrower”).

WITNESSETH:

WHEREAS, pursuant to the Indenture (as defined below), the lIssuer” issued its
$10,750,000 Multifamily Housing Revenue Bonds (Churchill at Pinnacle Park) Series 2004 (the
“Bonds”); and

WHEREAS, the Trustee is the trustee under a Trust Indenture, dated as of July 1, 2004 (the
“Indenture”), between it (as successor to The Bank of New York Trust Company, N.A.) and the
Issuer, relating to the Bonds; and

WHEREAS, the Borrower has provided to the Trustee, the Issuer, and MuniMae Portfolio
Services, LLC, as the Servicing Agent for the Bonds, a certificate executed as of the date hereof
pursuant to the requirements of Section 12.1(b) of the Indenture and Section 3.2(d) of the
Financing Agreement (as defined in the Indenture); and

WHEREAS, the parties hereto desire to take all action required by the Indenture in order
to defease all of the Bonds, which Bonds are currently Outstanding (as defined in the Indenture)
in the principal amount of [$ | (the “Defeased Bonds™), discharge the lien of the Indenture
and release all of the Trustee’s right, title and interest in and to the rights and property assigned
and pledged to the Trustee under the terms of the Indenture, and this Agreement is being entered
into pursuant to Article XII of the Indenture and constitutes irrevocable instructions and directions
delivered to the Trustee pursuant to Section 12.1 of the Indenture.

NOW, THEREFORE, in consideration of the promises and in order to provide for the
coordination of the aforesaid arrangements, the parties hereby agree as follows:

Section 1. There is hereby created and established with the Trustee a special and
irrevocable trust fund designated the “Redemption Trust Fund” (the “Redemption Fund”) to be
held in the custody of the Trustee as a trust fund separate and apart from all other funds of the
Borrower or the Trustee.

Section 2.

@ The Borrower has irrevocably caused to be delivered to the Trustee the sum
of [$ ], which is inclusive of funds that were in the possession of the Trustee under the
Indenture prior to the date hereof in the amount of [$ | and funds remitted to the Trustee on
behalf of the Borrower by First American Title Insurance Company (800 Boylston Street, Suite
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2820, Boston, Massachusetts 02199, Attention: Mark Anderson, Phone: 617.772.9228,
Email: mwanderson@firstam.com) concurrently herewith in the amount of [$ |
(collectively, the “Borrower Deposit”). The Trustee is irrevocably instructed to deposit the
Borrower Deposit in the Redemption Fund. The Trustee shall use the cash on deposit in the
Redemption Fund and the proceeds from the investment of the Government Obligations (as
defined herein), if any (collectively, the “Defeasance Funds”) solely to pay the principal of and
redemption premium and accrued interest on the Defeased Bonds that will become due and payable
and to pay the following fees that will become due between the date of this Agreement and the
hereinafter defined Redemption Date, as and when due and payable: $11,000 representing monthly
fees of the Servicing Agent in the amount of $500 to be paid monthly in advance (the “Ongoing
Fees”). The Defeasance Funds shall not be withdrawn or used for any purpose other than, and
shall be held in trust for, such purposes. The Trustee’s obligations under this Agreement are
contingent upon the payment by the Borrower of the Trustee’s fees and expenses, which fees and
expenses are set forth on a fee schedule previously delivered by the Trustee to the Borrower.

(b) In the event that the Defeasance Funds are not sufficient to pay the principal of and
interest on and redemption price of the Defeased Bonds or are not sufficient to pay all Ongoing
Fees, the Borrower shall immediately cause the amount of such deficiency to be wired to the
Trustee. If it shall be determined that there exists a Rebate Amount (as defined in the Indenture),
the Borrower shall provide to the Trustee funds sufficient to pay the same.

Section 3. The Trustee is hereby directed to apply Defeasance Funds (i) on the first
day of each calendar month commencing November 1, 2019 through September 1, 2021, to pay
principal and interest due on such date with respect to the Defeased Bonds in accordance with the
Indenture, (ii) as and when due, to pay the Ongoing Fees, and (iii) on September 1, 2021 (the
“Redemption Date”), to the redemption of the balance of the Defeased Bonds pursuant to
Section 3.3(a) of the Indenture at a redemption price equal to 100% of the principal amount of
each Defeased Bond to be redeemed plus accrued interest to the Redemption Date. Exhibit A
hereto contains a schedule setting forth such payments.

Section 4. The Trustee is hereby given irrevocable instructions to mail, as soon as
practicable, in the manner prescribed by Article 111 of the Indenture, a notice to the Holders of the
Defeased Bonds, of the deposit of funds with it pursuant to this Agreement and that the Defeased
Bonds are deemed to be paid in accordance with Article XII of the Indenture and stating the
redemption dates upon which moneys are to be available for the payment of the redemption price
of the Defeased Bonds.

The Trustee is hereby given irrevocable instructions to mail, as provided in Article 111 of
the Indenture, notice of the redemption of the Defeased Bonds when required.

Section 5. The Trustee has been advised that, upon receipt of the Borrower Deposit
pursuant to Section 2(a) above, it will be in possession of moneys and securities that are sufficient
to fully defease the Defeased Bonds and to discharge the Trustee’s liens of the Indenture in
accordance with the requirements of the Indenture and to pay all fees and expenses as provided in
Section 2(a) above. In connection with such defeasance and discharge, the Trustee will receive
from Causey Demgen & Moore P.C. (the “Verification Agent”), a report (the “Verification
Report”) concluding that the Borrower Deposit is sufficient without any further investment to pay
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(x) interest and principal of the Defeased Bonds as they become due, (y) the Ongoing Fees, and
(z) the redemption price of the Defeased Bonds on the Redemption Date. Accordingly, the Trustee
agrees, pursuant to the provisions of the Indenture, to execute and deliver on the date of execution
and delivery hereof (the “Defeasance Date”) as directed by the Borrower all required documents
to evidence the full defeasance of the Defeased Bonds and the discharge of the lien of the
Indenture. The Trustee shall, and is hereby instructed to, execute and deliver such other
documents, and take such further actions, reasonably required by the Indenture in order to carry
out the purposes of this paragraph or to release the Trust Estate to the Borrower, provided,
however, that the Trustee shall not be obligated to expend any of its own funds in connection with
the execution of such documents or the undertaking of such actions.

Section 6. Subject to the conditions and limitations set forth herein and in the
Indenture, the Trustee shall, at the request of the Issuer upon the written direction and at the sole
expense of the Borrower, apply the amounts deposited in the Redemption Fund to the purchase of
noncallable direct obligations of, or obligations the timely payment of the principal of and interest
on which is fully and unconditionally guaranteed by, the United States of America (the
“Government Obligations”). Such purchase of Government Obligations may be effected only if
(a) the Government Obligations to be purchased will mature in such principal amounts and at such
times and bear interest in such amounts and at such times as shall be sufficient, together with
uninvested cash that will continue to be held in the Redemption Fund, without any further
reinvestment to provide moneys to pay when due the redemption price of and interest on the
Defeased Bonds not previously paid, as independently verified by a certified public accountant,
and (b) the Trustee and the Issuer shall receive the unqualified opinion of Bracewell LLP as bond
counsel, or any law firm of nationally recognized standing in the field of municipal finance law
whose opinions are generally accepted by purchasers of tax-exempt obligations and who is
appointed by the Issuer (“Bond Counsel”) to the effect that such purchase of Government
Obligations will not impair the exclusion of interest on the Defeased Bonds from gross income for
purposes of federal income taxation (subject to the inclusion of such customary exceptions as are
acceptable to the recipient thereof). In connection with the purchase of Government Obligations,
the Trustee shall receive from the Verification Agent a report concluding that (1) the Government
Obligations to be purchased mature in such amounts and at such times and bear interest payable
in such amounts and at such times (without regard to any earnings upon reinvestment of the
principal of or investment earnings on such Government Obligations) as are necessary and
sufficient, together with the uninvested cash, if any, to pay to the extent not previously paid (x)
interest and principal of the Defeased Bonds as they become due, (y) the Ongoing Fees and (z) the
redemption price of the Defeased Bonds on the Redemption Date, and (2) the yield on the
Government Obligations does not exceed the yield on the Defeased Bonds. Immediately following
the purchase and settlement of such Government Obligations, any amount of cash thereafter
remaining uninvested in the Redemption Fund, and not necessary for the payment of (i) the debt
service requirements of the Defeased Bonds, (ii) the Ongoing Fees and (iii) all fees and expenses
in connection with the purchase of the Governmental Obligations (including but not limited to fees
of the Verification Agent and any fees or expenses of Bond Counsel, Trustee, or other related
costs), all as shall have been reflected in the Verification Report, will be promptly wired by the
Trustee to the Borrower pursuant to the written direction of the Borrower.

All Government Obligations deposited or to be deposited in the Redemption Fund are and
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shall be noncallable direct obligations of, or obligations the timely payment of the principal of and
interest on which is fully and unconditionally guaranteed by, the United States of America. For
purposes of this Agreement, investment funds that invest in direct obligations of the United States
of America do not constitute such direct obligations.

Section 7. The Trustee shall not be liable or responsible because of the failure of any
other party to this Agreement to perform any act required of it hereunder or because of the loss of
any moneys arising through the insolvency or the act or default or omission of any depository,
other than itself, in which such moneys shall have been deposited. The liability of the Trustee
hereunder to make payments due and payable with respect to the Defeased Bonds as provided
herein is limited to the availability of the Defeasance Funds and shall not extend to any funds or
other assets of the Trustee. Without limiting the applicability of the foregoing, the Trustee shall
not be liable for any of the following (a) any loss resulting from any investment made pursuant to
this Agreement; (b) the accuracy of the calculations as to sufficiency of the Defeasance Funds to
pay the principal, premium, if any and interest on the Defeased Bonds; or (c) any action of inaction
of any party hereto in connection with this Agreement.

Section 8. The Issuer shall not be liable for the following (a) any loss resulting from
any investment made pursuant to this Agreement; (b) the accuracy of the calculations as to the
sufficiency of the Defeasance Funds to pay the principal, premium, if any, and interest on the
Defeased Bonds; (c) any action or inaction of the Trustee or the Borrower in connection with this
Agreement; or (d) any costs, fees, and expenses of the Trustee hereunder.

Section 9. Certain duties, rights, and obligations provided for in the Indenture
(including but not limited to replacement of lost, mutilated, stolen, or destroyed bonds, the
payment of interest and principal on the due dates thereof, the transfer and exchange and
registration of bonds from time to time, the administration of any moneys remaining on deposit in
any funds under the Indenture, the indemnification rights of the Trustee, and all immunities and
protections of the Trustee) must, by their nature, be performed after the defeasance of the Defeased
Bonds or must continue to benefit the Trustee until payment in full of the Defeased Bonds and,
accordingly, the Trustee, Issuer and Borrower agree to be bound by and to comply with those
provisions of the Indenture.

Section 10.  The indemnification covenants and other obligations of Borrower
and Key Principal that expressly survive the repayment of the loan (the “Loan”) as provided for in
that certain Loan and Financing Agreement dated as of July 1, 2004 by and between Issuer and
Borrower (the “Financing Agreement”) inure to the benefit of the Trustee and the Issuer and
survive the following events: the repayment of the Loan, the repayment, redemption or defeasance
of the Defeased Bonds, and the termination of the Financing Agreement or the Indenture or any
other agreement entered into in connection therewith.

Section 11.  In entering into this Agreement, the Trustee shall be entitled to the
privileges, immunities and indemnities afforded to it under the Indenture and the documents
related thereto. The Trustee undertakes to perform only such duties as are expressly set forth in
this Agreement and no implied duties, covenants or obligations shall be read into this Agreement
against the Trustee. The Trustee shall not be liable for any loss from any investment made by it
in accordance with the terms of this Agreement, the Trustee may consult with legal counsel of its
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own choice, and the Trustee shall not be liable for any action taken or not taken by it in good faith
in reliance upon the opinion or advice of such counsel. The Trustee shall not be responsible for
the validity of this Agreement or for the sufficiency of the Defeasance Funds. The Trustee may
conclusively rely as to the truth and accuracy of the statements and correctness of any opinions or
calculations provided to it in connection with this Agreement and shall be protected in acting, or
refraining from acting, upon any notice, instruction, request, certificate, document, opinion or
other writing furnished to the Trustee in connection with this Agreement and believed by the
Trustee to be signed by the proper party, and it need not investigate any fact or matter stated
therein. The Trustee shall not be obligated to expend any of its own funds in connection with the
execution of such documents or the undertaking of any actions required of it under this Agreement.

Section 12. Upon payment in full of the interest on and redemption price of the
Defeased Bonds as provided for in Section 3 hereof, and all the Ongoing Fees and any Rebate
Amount (or a determination that there is no Rebate Requirement), all obligations of the Trustee
under this Agreement and the Indenture shall cease and terminate.

Any amounts held by the Trustee on September 1, 2021 and not required to pay or provide
for the payment of the redemption price of and interest on the Defeased Bonds shall be paid over
to the Borrower upon written request.

Section 13.  This Agreement is made pursuant to and in furtherance of the Indenture for
the benefit of the Holders from time to time of the Defeased Bonds. This Agreement shall not be
repealed, revoked, altered or amended without the written consent of all such Holders; provided,
however, that the Borrower, the Issuer and the Trustee may, without the consent of, or notice to,
such Holders, enter into such agreements supplemental to this Agreement as shall not adversely
affect the rights of such Holders and as shall not be inconsistent with the terms and provisions of
this Agreement, for any one or more of the following purposes:

@ to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant to, or confer upon, the Trustee for the benefit of such Holders any additional
rights, remedies, powers or authority that may lawfully be granted to, or conferred upon, such
Holders or the Trustee;

(©) to subject to this Agreement additional funds, securities or properties.

The Trustee shall be entitled to rely exclusively upon an unqualified opinion of Bond
Counsel with respect to compliance with this Section, including (i) the extent, if any, to which any
change, modification or addition affects the rights of the Holders of the Defeased Bonds, and
(ii) the extent, if any, to which any instrument executed hereunder complies with the conditions
and provisions of this Section.

Section 14.  The parties acknowledge that certain obligations of the Borrower (or its
assignee) under the Regulatory Agreement will remain in effect notwithstanding the defeasance of
the Defeased Bonds, and shall be assumed by Dallas Acquisitions XII, LLC pursuant to the terms
of an Assignment, Assumption and Consent Agreement executed as of the date hereof.
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Section 15.  The Trustee acknowledges and agrees that the Note and Security Instrument
(as such capitalized terms are defined in the Indenture) may be terminated and released upon the
deposit of funds with the Trustee pursuant to Section 2(a) hereof, together with the other
documentation described in Section 5 hereof. The Trustee will cooperate with the Borrower at the
expense of the Borrower in the actions required to effect such termination and release.

Section 16.  Each of the Borrower and the Trustee hereby verifies that it and its parent
company, wholly- or majority-owned subsidiaries, and other affiliates, if any, do not boycott Israel
and will not boycott Israel during the term of this Escrow Agreement. The foregoing verification
is made solely to comply with Section 2270.002, Texas Government Code, and to the extent such
Section does not contravene applicable Federal law. As used in the foregoing verification, ‘boycott
Israel’ means refusing to deal with, terminating business activities with, or otherwise taking any
action that is intended to penalize, inflict economic harm on, or limit commercial relations
specifically with Israel, or with a person or entity doing business in Israel or in an Israeli-controlled
territory, but does not include an action made for ordinary business purposes. Each of the Borrower
and the Trustee understands “affiliate’ to mean an entity that controls, is controlled by, or is under
common control with such entity and exists to make a profit.

To the extent this Escrow Agreement is a contract for goods or services, each of the
Borrower and the Trustee represents that neither it nor any of its parent company, wholly- or
majority-owned subsidiaries, and other affiliates is a company identified on a list prepared and
maintained by the Texas Comptroller of Public Accounts under Section 2252.153 or Section
2270.0201, Texas Government Code, and posted on any of the following pages of such officer’s
internet website:

https://comptroller.texas.qov/purchasing/docs/sudan-list.pdf,
https://comptroller.texas.gov/purchasing/docs/iran-list.pdf,
https://comptroller.texas.gov/purchasing/docs/fto-list.pdf.

The foregoing representation is made solely to comply with Section 2252.152, Texas
Government Code, and to the extent such Section does not contravene applicable Federal law and
excludes each of the Borrower and the Trustee and such entity’s respective parent company,
wholly- or majority-owned subsidiaries, and other affiliates, if any, that the United States
government has affirmatively declared to be excluded from its federal sanctions regime relating to
Sudan or Iran or any federal sanctions regime relating to a foreign terrorist organization. Each of
the Borrower and the Trustee understands “affiliate’ to mean an entity that controls, is controlled
by, or is under common control with such entity and exists to make a profit.

Section 17.  Capitalized terms used but not defined herein have the meanings assigned
in the Indenture.

Section 18.  This Agreement may be executed in any number of counterparts, each of
which shall constitute but one and the same instrument.

Section 19.  This Agreement shall be construed, interpreted and enforced in accordance
with, and the respective rights and obligations of the parties shall be governed by, the laws of the
State of Texas without reference to the conflict of laws or principles thereof.
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IN WITNESS WHEREOF, the parties hereto have caused this Irrevocable Instructions and
Agreement to be duly executed and delivered by their respective officers thereunto duly authorized
as of the date hereof.

[Signature Pages Follow]
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[Issuer’s signature page to the Irrevocable Instructions and Agreement]

TEXAS DEPARTMENT OF HOUSING AND
COMMUNITY AFFAIRS, as Issuer

By:
Name: Teresa Morales
Title:  Director of Multifamily Bonds
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[Trustee’s signature page to the Irrevocable Instructions and Agreement]

U.S. BANK NATIONAL ASSOCIATION,
not in its individual capacity but solely as trustee

By:

Authorized Signatory
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[Borrower’s signature page to the Irrevocable Instructions and Agreement]
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CHURCHILL AT PINNACLE PARK, L.P.,
a Texas limited partnership

By:  Lifenet-Pinnacle Park GP, LLC, a Texas limited
liability company, its general partner

By:  Lifenet Community Behavioral
Healthcare, a Texas non-profit
corporation, its sole member

By:




EXHIBIT A

Schedule of Debt Service Payments

Payment For

Payment Servicing Principal Total Principal

Date Rate Principal Interest Fee Redeemed Payment Balance
17-Oct-19 $8,887,375.23
01-Nov-19  6.550% $12,017.82 $48,510.26 $500.00 $61,028.08 8,875,357.41
01-Dec-19  6.550% 12,083.42 48,444.66 500.00 61,028.08 8,863,273.99
01-Jan-20  6.550% 12,149.38 48,378.70 500.00 61,028.08 8,851,124.61
01-Feb-20  6.550% 12,215.69 48,312.39 500.00 61,028.08 8,838,908.92
01-Mar-20  6.550% 12,282.37 48,245.71 500.00 61,028.08 8,826,626.55
01-Apr-20  6.550% 12,349.41 48,178.67 500.00 61,028.08 8,814,277.14
01-May-20  6.550% 12,416.82 48,111.26 500.00 61,028.08 8,801,860.32
01-Jun-20  6.550% 12,484.59 48,043.49 500.00 61,028.08 8,789,375.73
01-Jul-20  6.550% 12,552.74 47,975.34 500.00 61,028.08 8,776,822.99
01-Aug-20  6.550% 12,621.25 47,906.83 500.00 61,028.08 8,764,201.74
01-Sep-20  6.550% 12,690.15 47,837.93 500.00 61,028.08 8,751,511.59
01-Oct-20  6.550% 12,759.41 47,768.67 500.00 61,028.08 8,738,752.18
01-Nov-20  6.550% 12,829.06 47,699.02 500.00 61,028.08 8,725,923.12
01-Dec-20  6.550% 12,899.08 47,629.00 500.00 61,028.08 8,713,024.04
01-Jan-21  6.550% 12,969.49 47,558.59 500.00 61,028.08 8,700,054.55
01-Feb-21  6.550% 13,040.28 47,487.80 500.00 61,028.08 8,687,014.27
01-Mar-21  6.550% 13,111.46 47,416.62 500.00 61,028.08 8,673,902.81
01-Apr-21  6.550% 13,183.03 47,345.05 500.00 61,028.08 8,660,719.78
01-May-21  6.550% 13,254.98 47,273.10 500.00 61,028.08 8,647,464.80
01-Jun-21  6.550% 13,327.33 47,200.75 500.00 61,028.08 8,634,137.47
01-Jul-21  6.550% 13,400.08 47,128.00 500.00 61,028.08 8,620,737.39
01-Aug-21  6.550% 13,473.22 47,054.86 500.00 61,028.08 8,607,264.17
01-Sep-21  6.550% 13,546.76 46,981.32 0.00  $8,593,717.41  8,654,245.49 0.00

$293,657.82  $1,098,488.02 $11,000.00  $8,593,717.41 $9,996,863.25

Exhibit A-1
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RESOLUTION NO. 20-003

RESOLUTION AUTHORIZING THE EXECUTION AND DELIVERY OF AN IRREVOCABLE
INSTRUCTIONS AND AGREEMENT IN CONNECTION WITH MULTIFAMILY HOUSING
MORTGAGE REVENUE BONDS (CHURCHILL AT PINNACLE PARK APARTMENTS)
SERIES 2004; AND CONTAINING OTHER PROVISIONS RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”)
has been duly created and organized pursuant to and in accordance with the provisions of
Chapter 2306, Texas Government Code, as amended, (the “Act”) for the purpose, among others,
of providing a means of financing the costs of residential ownership, development and
rehabilitation that will provide decent, safe, and affordable living environments for persons and
families of low, very low and extremely low income and families of moderate income (all as
defined in the Act); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing
sponsors to provide financing for multifamily residential rental housing in the State of Texas (the
“State”) intended to be occupied by persons and families of low, very low and extremely low
income and families of moderate income, as determined by the Department; (b) to issue its
revenue bonds, for the purpose, among others, of obtaining funds to make such loans and
provide financing, 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 multifamily residential rental development loans, and to
mortgage, pledge or grant security interests in such loans or other property of the Department
in order to secure the payment of the principal or redemption price of and interest on such
bonds; and

WHEREAS, the Department has previously issued its Multifamily Housing Mortgage
Revenue Bonds (Churchill at Pinnacle Park Apartments) Series 2004 in the original principal
amount of $10,750,000 (the “Bonds”) pursuant to the terms and provisions of that certain Trust
Indenture, dated as of July 1, 2004 (the “Indenture”), between the Department and U.S. Bank,
National Association, as successor trustee to The Bank of New York Trust Company, N.A. (the
“Trustee”); and

WHEREAS, the proceeds of the Bonds were loaned to Churchill at Pinnacle Park, LP., a
limited partnership organized and existing under the laws of the State of Texas (the “Borrower”)
for the purpose of financing a portion of the costs of a multifamily housing development known
as Churchill at Pinnacle Park Apartments, pursuant to that certain Financing and Loan Agreement
dated as of July 1, 2004 (the “Loan Agreement”) between the Department and the Borrower; and

WHEREAS, pursuant to the Loan Agreement and the Indenture, the Borrower has
requested and the Department has determined to take certain actions to provide for defeasance
of the Bonds and discharge of the Indenture; and
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WHEREAS, to effectuate the defeasance of the Bonds, the Department has determined to
enter into an Irrevocable Instructions and Agreement relating to the Bonds (the “Escrow
Agreement”) among the Department, the Borrower and the Trustee; and

WHEREAS, pursuant to the Escrow Agreement, the Borrower will deposit in trust with the
Trustee funds sufficient to provide for the payment of the principal, redemption price, if any, and
interest due or to become due on the Bonds at the times and in the manner specified in the
Indenture; and

WHEREAS, the Board has examined the proposed form of the Escrow Agreement (which
is attached to and comprises a part of this Resolution); has found the form and substance of such
document to be satisfactory and proper and the recitals contained therein to be true, correct and
complete; and has determined, subject to the conditions set forth in Article 1, to authorize the
execution and delivery of the Escrow Agreement and the taking of such other actions as may be
necessary or convenient in connection therewith;

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, Execution and Delivery of Escrow Agreement. The Escrow
Agreement, in substantially the form presented at this meeting, is hereby approved and adopted
by the Department, and the Authorized Representatives of the Department named in this
Resolution are each hereby authorized and empowered to execute and deliver the Escrow
Agreement on behalf of the Department, with such changes as may be approved by the
Authorized Representative executing the same, such approval to be evidenced by such
Authorized Representative’s execution thereof.

Section 1.2  Taking of Any Action; Execution and Delivery of Other Documents. That
the Authorized Representatives are each hereby authorized to take any actions and to execute,
attest and affix the Department’s seal to, and to deliver to the appropriate parties, all such other
agreements, commitments, assignments, bonds, certificates, contracts, documents, instruments,
releases, financing statements, letters of instruction, notices of acceptance, written requests and
other papers, whether or not mentioned herein, as they or any of them consider to be necessary
or convenient to carry out or assist in carrying out the purposes of this Resolution.

Section 1.3  Power to Revise Form of Documents. That, notwithstanding any other
provision of this Resolution, the Authorized Representatives are each hereby authorized to make
or approve such revisions in the form of the documents attached hereto as exhibits as, in the
judgment of such Authorized Representative, and in the opinion of Bracewell LLP, Bond Counsel
to the Department, may be necessary or convenient to carry out or assist in carrying out the
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purposes of this Resolution, such approval to be evidenced by the execution of such documents
by the Authorized Representatives.

Section 1.4  Exhibits Incorporated Herein. That all of the terms and provisions of each
of the documents listed below as an exhibit shall be and are hereby incorporated into and made
a part of this Resolution for all purposes:

Exhibit A - Escrow Agreement

Section 1.5  Authorized Representatives. The following persons are hereby named as
authorized representatives of the Department for purposes of executing, attesting, affixing the
Department’s seal to, and delivering the documents and instruments and taking the other actions
referred to in this Article 1: the Chair or Vice Chair of the Board, the Executive Director of the
Department, the Director of Administration of the Department, the Director of Financial
Administration of the Department, the Director of Bond Finance and Chief Investment Officer of
the Department, the Director of Multifamily Bonds of the Department, the Director of Texas
Homeownership of the Department, and the Secretary or Assistant Secretary to the Board. Such
persons are referred to herein collectively as the “Authorized Representatives.” Any one of the
Authorized Representatives is authorized to act individually as set forth in this Resolution.

Section 1.6  Ratifying Other Actions. That all other actions taken by the Executive
Director of the Department and the Department staff in connection with the execution of the
Escrow Agreement and the redemption and defeasance of the Bonds are hereby ratified and
confirmed.

ARTICLE 2

GENERAL PROVISIONS

Section 2.1  Books and Records. The Board hereby directs this Resolution to be made
a part of the Department’s books and records that are available for inspection by the general
public.

Section 2.2  Certification of the Minutes and Records. That the Secretary or Assistant
Secretary to the Board hereby is authorized to certify and authenticate minutes and other
records on behalf of the Department for the Bonds and all other Department activities.

Section 2.3  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 2.4  Effective Date. This resolution shall be in full force and effect from and
upon its adoption.

October 10, 2019 — Churchill at Pinnacle Park Apartments Redemption

-3-



PASSED AND APPROVED this 10th day of October, 2019.

Chair, Governing Board

ATTEST:

Secretary to the Governing Board

(SEAL)

October 10, 2019 — Churchill at Pinnacle Park Apartments Redemption
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on Resolution No. 20-004 authorizing request to
the Texas Bond Review Board for annual waiver of Single Family Mortgage Revenue Bond set-
aside requirements; authorizing the execution of documents and instruments relating thereto;
making certain findings and determinations in connection therewith; and containing other
provisions relating to the subject

RECOMMENDED ACTION

Adopt attached resolution.

BACKGROUND

Tex. Gov't Code §2306.142(1) requires that, beginning on September 1, 2002, and in each
subsequent State fiscal year, the Department allocate, through set-aside or reservation of
funds, not less than 40% of the total single-family mortgage revenue bond loan volume for
mortgage loans, including subprime mortgage loans, to be originated in underserved economic
and geographic submarkets in the state. Pursuant to Tex. Gov't Code §2306.142(m), the
Department has requested and the Texas Bond Review Board (BRB) has granted, a waiver of the
requirements of Tex. Gov't Code §2306.142(l) (the Waiver) for all single family revenue bonds
issued by the Department since 2002. While previously requested and received on an issue-by-
issue basis, since July 20, 2017, BRB has granted Waivers to the Department on a calendar year
basis. With each Waiver request, the Department includes a report (the Report) prepared by
the Department’s Financial Advisor, George K. Baum & Company (GKB).

Exhibit A to the attached resolution is the Report prepared by GKB dated September 26, 2019,
which concludes that compliance with the requirements of Tex. Gov't Code §2306.142(1)
remains unfeasible and could damage the financial condition of the Department. Staff requests
that the Board accept this Report and authorize the submission of a request to BRB for a
Waiver for all single family revenue bonds issued by the Department in calendar year 2020.

The annual Waiver allows single family revenue bonds issued by the Department to qualify as
exempt from formal approval by BRB, as these bonds are self-supporting revenue security
issues that have no general revenue impact to the state. Exemption from formal approval may
result in faster approval, but pursuant to 34 TAC §181.9(d), one or more members of the BRB
can, within six business days of receipt of an issue for approval, provide a written request that
the proposed issuance adhere to the formal approval process.




RESOLUTION NO. 20-004

RESOLUTION AUTHORIZING REQUEST TO TEXAS BOND REVIEW BOARD FOR
ANNUAL WAIVER OF SINGLE-FAMILY MORTGAGE REVENUE BOND SET-ASIDE
REQUIREMENTS; AUTHORIZING THE EXECUTION OF DOCUMENTS AND
INSTRUMENTS RELATING THERETO; MAKING CERTAIN FINDINGS AND
DETERMINATIONS IN CONNECTION THEREWITH; AND CONTAINING OTHER
PROVISIONS RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”) has been
duly created and organized pursuant to and in accordance with the provisions of Chapter 2306, Texas
Government Code (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 “Board”) from time to time) at prices
they can afford; and

WHEREAS, 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; and

WHEREAS, Section 2306.142 of the Act requires the Department to evaluate the feasibility of a single-
family mortgage revenue bond program designed to meet the credit needs of the underserved economic and
geographic submarkets of the State, including those submarkets served disproportionately by subprime lenders;
and

WHEREAS, Section 2306.142(1) of the Act requires that, beginning on September 1, 2002, and in each
subsequent State fiscal year, the Department allocate, through set-aside or reservation of funds, not less than 40
percent of the total single-family mortgage revenue bond loan volume for mortgage loans, including subprime
mortgage loans, to be originated in underserved economic and geographic submarkets in the State (the “Section
2306.142(1) Requirements™); and

WHEREAS, Section 2306.142(m) of the Act provides that if the Board determines in any year that
bonds intended to be issued to achieve the purposes of Section 2306.142 of the Act are unfeasible or would
damage the financial condition of the Department, the Board may formally appeal to and request a waiver from
the Texas Bond Review Board (the “Bond Review Board”) of the Section 2306.142(1) Requirements; and

WHEREAS, at the February 28, 2017 meeting, the Board was presented with a report of its financial
advisor, George K. Baum & Company (“GKB”) that addresses the feasibility and potential economic impact to
the Department of fulfilling the Section 2306.142(1) Requirements (the “Initial Report”), which Report has been
submitted to the Bond Review Board; and

WHEREAS, in reliance upon the Initial Report and by resolution No. 17-019 approved on May 25,
2017, the Board authorized submission of a request to the Bond Review Board for a waiver of the Section
2306.142(1) Requirements for all single-family revenue bonds issued by the Department in calendar year 2017,
and such request was granted on July 20, 2017; and



WHEREAS, in reliance on an updated report of GKB dated December 14, 2017 and by resolution No.
18-011 approved on December 14, 2017, the Board authorized submission of a request to the Bond Review
Board for a waiver of the Section 2306.142(l) Requirements for all single-family revenue bonds issued by the
Department in calendar year 2018, and such request was granted on January 18, 2018; and

WHEREAS, in reliance on an updated report of GKB dated October 11, 2018 and by resolution No. 19-
005 approved on October 11, 2018, the Board authorized submission of a request to the Bond Review Board for
a waiver of the Section 2306.142(l) Requirements for all single-family revenue bonds issued by the Department
in calendar year 2019, and such request was granted on November 15, 2018; and

WHEREAS, the Board desires to accept and rely on the updated report of GKB dated September 26,
2019 (the “Updated Report™), regarding the Section 2306.142(1) Requirements attached hereto as Exhibit A; and

WHEREAS, in reliance on the Updated Report, the Board now desires to authorize submission to the
Bond Review Board of a request for a waiver of the Section 2306.142(l) Requirements for all single-family
revenue bonds issued by the Department in calendar year 2020;

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 Acceptance of Updated Report. The Board hereby accepts the Updated Report.

Section 1.2 Request for Waiver of Section 2306.142(1) Requirements. The submission of a request
for a waiver of the Section 2306.142(l) Requirements for all single-family revenue bonds issued by the
Department in calendar year 2020 is hereby authorized and approved.

Section 1.3 Execution and Delivery of Documents. The Authorized Representatives are each
hereby authorized to execute and deliver all agreements, certificates, contracts, documents, instruments, releases,
financing statements, letters of instruction, notices, written requests and other papers, whether or not mentioned
herein, as may be necessary or convenient to carry out or assist in carrying out the purposes of this Resolution.

Section 1.4 Authorized Representatives. The following persons are hereby named as authorized
representatives of the Department for purposes of executing, attesting, affixing the Department’s seal to, and
delivering the documents and instruments and taking the other actions referred to in this Article 1: the Chair or
Vice Chair of the Board, the Executive Director of the Department, the Director of Administration of the
Department, the Director of Financial Administration of the Department, the Director of Bond Finance and Chief
Investment Officer of the Department, the Director of Multifamily Bonds of the Department, the Director of
Texas Homeownership of the Department, and the Secretary or Assistant Secretary to the Board. Such persons
are referred to herein collectively as the “Authorized Representatives.” Any one of the Authorized
Representatives is authorized to act individually as set forth in this Resolution.

Section 1.5 Ratifying Other Actions. All other actions taken or to be taken by the Executive
Director and the Department’s staff in connection in carrying out the purposes of this Resolution are hereby
ratified and confirmed.



ARTICLE 2
GENERAL PROVISIONS

Section 2.1 Notice of Meeting. This Resolution was considered and adopted at a meeting of the
Board that was noticed, convened, and conducted in full compliance with the Texas Open Meetings Act, Chapter
551 of the Texas Government Code, and with Section 2306.032 of the Texas Government Code, regarding
meetings of the Board.

Section 2.2 Effective Date. This Resolution shall be in full force and effect from and upon its
adoption.

[Execution page follows]



PASSED AND APPROVED this 10th day of October, 2019.

Chair, Governing Board

ATTEST:

Secretary to the Governing Board

(SEAL)
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George K. Baum & Company
INVESTMENT BANKERS SINCE 1928

September 26, 2019

Executive Director and Board of Directors

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

Austin, Texas 78701

At the request of Department staff, George K. Baum & Company prepared this report to address certain
provisions of the Texas Government Code, Title 10, Subtitle G, Chapter 2306, specifically the feasibility
and potential economic impact to the Department of complying with Section 2306.142(l). As noted below,
we are not providing the Department with any legal advice. We are retained by the Department in an
expert financial capacity only. For legal analysis of Texas Government Code, Title 10, Subtitle G, Chapter
2306, or any other applicable law or regulation, please contact your legal counsel.

This report updates and reiterates our reports to the Board dated February 28, 2017, December 14, 2017,
and October 11, 2018 (the “Prior Reports”) and provides our analysis of feasibility and economic impact,
as well as a summary of how the Department serves the credit needs of borrowers in underserved
economic and geographic submarkets. We understand that the Department completed the market study
required under Section 2306.142(c) in 2002. This report reconfirms the findings of our Prior Reports and
concludes that compliance with the requirements of Section 2306.142(l) remains unfeasible and could
damage the financial condition of the Department. This is consistent with the conclusion reached by the
Bond Review Board (“BRB”) in granting waivers to the Department since 2002.

Background

Section 2306.142(l) of the Texas Government Code requires that single family mortgage revenue bonds
issued by the Department contain specific set-asides or reservations of funds for mortgage loans, including
subprime mortgage loans'¥, to be originated in underserved economic and geographic submarkets in the
state. Specifically, Section 2306.142(l) states:

In the state fiscal year beginning on September 1, 2002, and in each subsequent state fiscal year,
the department shall allocate not less than 40 percent of the total single-family mortgage revenue
bond loan volume to meet the credit needs of borrowers in underserved economic and geographic
submarkets in the state, subject to the identification of a satisfactory market volume demand
through the market study.

As permitted under Section 2306.142(m) and prior to the first annual waiver granted by the BRB on July
20, 2017, the Department requested and received from the BRB a waiver of this provision for every new
origination single family mortgage revenue bond issue closed by the Department since 2002. The BRB

(1) Section 2306.142 contains multiple references to the inclusion of subprime borrowers as part of underserved
economic and geographic submarkets. The complete text of Section 2306.142 is attached.



began issuing annual waivers based, in part, on the Board’s acceptance, approval and submission to the
BRB of George K. Baum’s report. These waivers were granted on the basis that compliance with Section
2306.142(l) is unfeasible and could damage the financial condition of the Department.

Feasibility and Economic Impact

Under current market conditions, fulfilling the requirements of Section 2306.142(l) (specifically allocating
or reserving any portion of the bond proceeds) is not feasible, not economically viable, would not be
“consistent with the reasonable financial operation of the Department”, and could damage the financial
condition of the Department. Further, it is anticipated and assumed that, due to the financing structures
implemented by the Department, the Department will continue to request an annual waiver from BRB of
the requirements of Section 2306.142(l).

Compliance with the 40% set aside requirement of Section 2306.142(l), which includes the subprime
requirement of Section 2306.142(f), is not feasible and could damage the financial condition of the

Department for the following reasons:

1) Single family indentures require “MBS eligible” loans. The Department has not used “whole loan”

collateral to support its indentures since 1988. Since then, the Department pools its mortgage
loans into mortgage-backed securities (“MBS”) that are backed by Ginnie Mae, Fannie Mae, or
Freddie Mac, which effectively guarantee the timely receipt of underlying mortgage loan
payments to meet the debt service requirements of the Department’s indentures. This financing
structure results in a higher rating on the bonds and a lower cost of debt, while the Department
pledges fewer assets to the bond indenture than otherwise would be required. In addition, the
MBS structure eliminates (i) the cost of overcollateralization, (ii) the need to fund debt service
reserves, and (iii) the costs, expenses, and losses typically associated with whole loans.

Each agency (Ginnie Mae, Fannie Mae, and Freddie Mac) has specific mortgagor eligibility
requirements for mortgage loans that are securitized into an MBS. While the definition of
subprime has changed over time (particularly since the events of 2008), subprime loans generally
are not eligible for securitization. As such, the Department would have to maintain those loans
as whole loans. As detailed in the previous paragraph, there are significant economic reasons for
the Department to maintain its MBS financing structure as it allows the Department to assist the
maximum amount of low and moderate income homebuyers in the most efficient manner
without incurring unnecessary credit risk. The cost of foregoing these efficiencies to
accommodate the introduction of a significant number of low rated whole loans would be
impractical and could damage the financial condition of the Department.

2) Master Servicers have minimum credit requirements. The Department uses a Master Servicer to

purchase, pool, and service mortgage loans originated through its single family mortgage
programs. The Master Servicer typically has minimum credit requirements for eligible borrowers.

2|Page



3)

4)

The Department’s Master Servicer, Idaho Housing and Finance Authority (“IHFA”), has a minimum
FICO score requirement of 620. Therefore, the Department cannot originate loans for credits
below 620 FICO due to the Master Servicer’s credit requirements.

The 40% set-aside requirement creates significant interest rate risk in the form of rate buy-down

and/or unexpended proceeds call risk. Because the bond rate is set at closing, the Department is
subject to interest rate risk on set-aside amounts. If the market interest rate for mortgage loans
drops, the Department’s mortgage rate may be unattractive. For short periods of time or for
relatively small amounts, this is manageable; however, a 40% set-aside could be quite costly. The
Department would be faced with a choice: a) contribute its own funds to “buy down” the
mortgage rate, or b) invoke a non-origination call on the bonds, potentially damaging the
Department’s reputation among bond purchasers and possibly increasing its borrowing cost in
the future. Once again, compliance with Section 2306.142(l) is not feasible and could damage the
financial condition of the Department.

Excessive cost of negative arbitrage to meet the 40% set aside requirement. Negative arbitrage

is the cost that results when the interest rate paid on the bonds exceeds the interest rate earned
on bond proceeds. When bond proceeds are required to be set aside, the required amount is
deposited and invested until used; concurrently, the bonds accrue and pay interest at a higher
rate than that earned on the set-aside amounts. For the last ten years or so, interest rates on 30-
year housing bonds have greatly exceeded the short-term investment rates at which bond
proceeds can be invested.

However, a financing structure with no set-aside requirements can, and has been, implemented
by the Department resulting in significant savings related to negative arbitrage. When the
requirements of Section 2306.142(l) are waived, the Department is able to originate and pool
mortgage loans in advance of the bond issuance and can purchase the resulting MBS using bond
proceeds at the closing of the bond issue. This eliminates negative arbitrage associated with that
portion of loans purchased when the bonds are issued.

While a small amount of negative arbitrage might be absorbed by a financing structure, the
amount of negative arbitrage associated with setting aside 40% of the bond proceeds would be
cost prohibitive. The Department could be forced to make an outright donation to the structure
(as opposed to a contribution that could be recouped). For example, the Department would need
to set-aside more than $180 million in loans annually to fulfill a 40% set aside requirement on
$450 million total loan volume. The cost of “negative arbitrage” associated with reserving $180
million of loans annually (40% of $450 million) could exceed $$3.6 million per year in the current
market. The negative arbitrage cost would be significantly higher if the Department issued
taxable bonds. Historically, the vast majority of funds set aside for targeted areas (required by
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the IRS to meet tax law) and similar requirements are not used, remain idle, and incur negative
arbitrage for the entire one-year set-aside period.

If the Department chose to fund the negative arbitrage by increasing the rate charged to the
homebuyers, the resulting rate would be (i) too high to be attractive, making origination unlikely
and exacerbating the cost of the negative arbitrage, and (ii) too high to comply with Internal
Revenue Service requirements related to the permissible spread between bond vyield and
mortgage yield for tax exempt bond issues.

Serving the Needs of Borrowers in Underserved Economic and Geographic Submarkets

The Department regularly serves borrowers in underserved economic and geographic submarkets.

Through its “to-be-announced” (or TBA) program, also known as the Taxable Mortgage Program (“TMP-

79”), the Department offers daily financing options to homebuyers throughout the State. TMP-79, which

began in October 2012, is a continuous funding program that currently serves as the Department’s

primary mortgage loan origination mechanism for single family programs. Summary highlights of TMP-79

include the following:

TMP-79 is currently the only statewide down payment assistance program that offers financing to
borrowers with FICO scores as low as 620 without charging a penalty at loan closing.

Since October 2012, the Department has financed and purchased over $3.8 billion in first lien
mortgage loans and provided over $160 million in associated down payment and closing cost
assistance (in the form of a 30 year term, 0% interest, due on sale or refinance, second mortgage
loans).

Approximately 70% of program borrowers earn less than 80% of Area Median Income (“AMI”).

The Department offers free online Homebuyer Education training. Since the launch in March 2016
there have been 33,400 individuals that have completed the online training and 10,900 of those
individuals fulfilled the training in 2019. This tool educates first-time homebuyers regarding the
complex process of purchasing a home and is one of the requirements for participation in one of the
Department’s single family loan programs.

The Department is responsible for the Texas Statewide Homebuyer Education Program, which is
offered through third party providers. This program provides training to housing counselors with
respect to the content and techniques for providing comprehensive pre- and post-purchase
homebuyer education that is used to provide quality homebuyer education throughout the state.
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Conclusion

Based on the costs and risks described above, and consistent with the conclusion reached by the Bond
Review Board (“BRB”) in granting waivers to the Department since 2002, we believe that meeting the
requirements of Section 2306.142(l) remains unfeasible.

The Department, however, continues to achieve its objectives by adapting and innovatively structuring its
programs to serve an ever-expanding borrower base of Texas homebuyers in underserved markets —
economic, credit, geographic, or otherwise. The Department’s use of MBS to secure its bonds programs
significantly reduces the Department’s risk and borrowing cost. Therefore, the Department expects to
continue to request an annual waiver of Section 2306.142(l) from BRB each calendar year. The
Department will continue to monitor its ability to meet these requirements as it looks for ways to better
serve its borrower base, which is composed primarily of low, very low, and moderate income first-time
homebuyers. The Department also will maintain the integrity of its bond indentures and operate in a
manner that is “consistent with the reasonable financial operation of the Department”.

Use of the Report

It is expressly understood and agreed that (a) this report is provided solely for the information of and
assistance to the Texas Department of Housing and Community Affairs and the Texas Bond Review Board
and is not to be used, circulated, quoted or otherwise referred to without our written consent, and (b)
this report is not intended, and is not under any circumstances to be construed, as legal advice or as
requiring us to perform services which may constitute the practice of law. We are retained and engaged
by the Department in an expert financial capacity only. Our statements and conclusions are based in part
on information provided to us by Department staff, and we assume that information to be materially
complete, accurate and true. We have not undertaken any responsibility or duty to independently verify
that information, and this report is not intended to and does not attest that such information is materially
complete, accurate or true.

Sincerely,

Bty ot

Barton Withrow
Senior Vice President
George K. Baum & Company
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GOVERNMENT CODE
CHAPTER 2306. TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Sec. 2306.142. AUTHORIZATION OF BONDS. (a) Subject to the requirements of this section,
the board shall authorize all bonds issued by the department.
(b) If the issuance is authorized by the board, the department shall issue single-family mortgage
revenue bonds to make home mortgage credit available for the purchase of newly constructed or previously
owned single-family homes to economic and geographic submarkets of borrowers who are not served or who
are substantially underserved by the conventional, Federal National Mortgage Association, Federal Home
Loan Mortgage Corporation, or Federal Housing Administration home mortgage lending industry or by
housing finance corporations organized under Chapter 394, Local Government Code.
(c) The board by rule shall adopt a methodology for determining through a market study the home
mortgage credit needs in underserved economic and geographic submarkets in the state. In conducting the
market study required by this subsection, the department or its designee shall analyze for the underserved
economic and geographic submarkets, at a minimum, the following factors:
(1) home ownership rates;
(2) loan volume;

(3) loan approval ratios;

(

)

)
4)
(5) loan terms;
(6) loan availability;
(7) type and number of dwelling units; and

(8) use of subprime mortgage loan products, comparing the volume amount of subprime

loans and interest rates to "A" paper mortgage loans as defined by Standard and Poor's credit underwriting
criteria.

loan interest rates;

(d) The department or its designee shall analyze the potential market demand, loan availability, and
private sector home mortgage lending rates available to extremely low, very low, low, and moderate income
borrowers in the rural counties of the state, in census tracts in which the median family income is less than 80
percent of the median family income for the county in which the census tract is located, and in the region of
the state adjacent to the international border of the state. The department or its designee shall establish a
process for serving those counties, census tracts, and regions through the single-family mortgage revenue
bond program in a manner proportionate to the credit needs of those areas as determined through the
department's market study.

(e) Using the market study and the analysis required by this section, the board shall evaluate the
feasibility of a single-family mortgage revenue bond program with loan marketing, eligibility, underwriting,
structuring, collection, and foreclosure criteria and with loan services practices that are designed to meet the
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credit needs of the underserved economic and geographic submarkets of the state, including those
submarkets served disproportionately by subprime lenders.

(f) In evaluating a proposed bond program under this section, the board shall consider, consistent
with the reasonable financial operation of the department, specific set-asides or reservations of mortgage
loans for underserved economic and geographic submarkets in the state, including the reservation of funds to
serve borrowers who have "A-" to "B-" credit according to Standard and Poor's credit underwriting criteria.

(@) The department may use any source of funds or subsidy available to the department to provide
credit enhancement, down payment assistance, pre-homebuyer and post-homebuyer counseling, interest rate
reduction, and payment of incentive lender points to accomplish the purposes of this section in a manner
considered by the board to be consistent with the reasonable financial operation of the department.

(h) In allocating funds under Subsection (g), the department's highest priority is to provide
assistance to borrowers in underserved economic and geographic submarkets in the state. If the board
determines that sufficient funds are available after fully meeting the credit needs of borrowers in those
submarkets, the department may provide assistance to other borrowers.

(i) The board shall certify that each single-family mortgage revenue bond issued by the department
under this section is structured in a manner that serves the credit needs of borrowers in underserved
economic and geographic submarkets in the state.

(j) After any board approval and certification of a single-family mortgage revenue bond issuance, the
department shall submit the proposed bond issuance to the Bond Review Board for review.

(k) In the state fiscal year beginning on September 1, 2001, the department shall:

(1) adopt by rule a market study methodology as required by Subsection (c);

(2) conduct the market study;

(3) propose for board review a single-family mortgage revenue bond program, including
loan feature details, a program for borrower subsidies as provided by Subsections (g) and (h), and origination
and servicing infrastructure;

(4) identify reasonable capital markets financing;

(5) conduct a public hearing on the market study results and the proposed bond program;
and

(6) submit for review by the Bond Review Board the market study results and, if approved
and certified by the board, the proposed bond program.

(I) In the state fiscal year beginning on September 1, 2002, and in each subsequent state fiscal year,
the department shall allocate not less than 40 percent of the total single-family mortgage revenue bond loan
volume to meet the credit needs of borrowers in underserved economic and geographic submarkets in the
state, subject to the identification of a satisfactory market volume demand through the market study.

(m) On completion of the market study, if the board determines in any year that bonds intended to
be issued to achieve the purposes of this section are unfeasible or would damage the financial condition of
the department, the board may formally appeal to the Bond Review Board the requirements of Subsection (k)
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or (I), as applicable. The Bond Review Board has sole authority to modify or waive the required allocation
levels.

(n) In addition to any other loan originators selected by the department, the department shall
authorize colonia self-help centers and any other community-based, nonprofit institutions considered
appropriate by the board to originate loans on behalf of the department. All non-financial institutions acting
as loan originators under this subsection must undergo adequate training, as prescribed by the department, to
participate in the bond program. The department may require lenders to participate in ongoing training and
underwriting compliance audits to maintain good standing to participate in the bond program. The
department may require that lenders meet appropriate eligibility standards as prescribed by the department.

(0) The department shall structure all single-family mortgage revenue bond issuances in a manner
designed to recover the full costs associated with conducting the activities required by this section.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993. Amended by Acts 1997, 75th Leg., ch. 980,
Sec. 24, eff. Sept. 1, 1997; Acts 2001, 77th Leg., ch. 1367, Sec. 2.02, eff. Sept. 1, 2001.
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TDHCA Outreach Activities, September-October

A compilation of outreach and educational activities designed to enhance the
awareness of TDHCA programs and services among key stakeholder groups and the
general public.

Activity Division
Training Housing Tax Credit training Sept. 10 Austin Compliance
(in coordination with Texas
Apartment Association)
Training Section 811 Project Rental Sept. 11 Austin Compliance
Assistance Program Training
(in coordination with Texas
Apartment Association)
Training Texas Association of Sept. 11 Austin Program Services
Regional Councils Economic
Development Conference
(Amy Young Barrier
Removal, Texas Bootstrap
Program, HOME Single
Family)
Webinar 2019 Overview of Davis- Sept. 12 N/A Program Services
Bacon Compliance
Priniciples; US Department
of Labor Webinar
Meeting Disability Advisory Sept. 18 Austin Housing Resource
Workgroup meeting Center
Public Hearing Public hearing for Ventura at | Sept. 18 Balch Springs | Multifamily
Hickory Tree Apartments Finance
Grand Opening The Bridge at Harris Ridge Sept. 24 Austin Executive,
apartment complex grand Multifamily
opening Finance
Training Section 811 Project Rental Sept. 24 Irving Compliance
Assistance Program Training
(in coordination with Texas
Apartment Association)
Webinar #1: Overview of TDHCA and | Sept. 24 N/A HOME and
ESG Homeless
Programs

#2: Contract Highlights




Presentation Austin Housing Coalition Sept. 25 Austin Policy and Public
Affairs
Webinar #1: Documentation for ESG Sept. 25 N/A HOME and
#2: Eligible Activities for Homeless
Persons Experiencing Programs
Homelessness
Training Section 811 Project Rental Sept. 26 Houston Compliance
Assistance Program Training
(in coordination with Texas
Apartment Association)
Webinar #1: Eligible Activities for Sept. 26 N/A HOME and
Persons At-Risk of Homeless
Homelessness Programs
#2: Reporting
Training Income Determination October 3 | Austin Compliance
Training
Meeting Quarterly meeting for Texas | October 8 | Houston Housing Resource
Interagency Council for the Center
Homeless (TICH)
Conference Texas Municipal League October San Antonio | Policy and Public
Annual Conference 9-11 Affairs (other
program areas
participating)

Internet Postings of Note
A list of new or noteworthy postings to the Department’s website.

Amy Young Barrier Removal
» Posted updated Program Manual 2019
Asset Management

» Posted Presentation, discussion, and possible action regarding a Material Amendment
to the Housing Tax Credit Application (#18235, Memorial Apartments)

» Posted Presentation, discussion, and possible action regarding Material Amendment to
the Housing Tax Credit Land Use Restriction Agreement (#01150, Limestone Ridge
Apartments)

Bond Finance
= Added Single Family bond indentures 2019A official statement
= Posted Withdrawal of Municipal Advisor IRMA Notice
Communications:
»  Posted homeownership mortgage rate artwork (replaced 3.60% with 3.50%)




»  Replaced homepage article and news release (TDHCA awards $4.9 million for housing
and services to assist homeless)
« Replaced homepage article for October (observing National Energy Awareness Month)

Community Affairs
= Posted 2020 CEAP Service Delivery Plan Instructions and Excel Form
» Posted CEAP/CSBG/WAP topic information Applicant/Client Disruptive Behaviors
Guidance
« Added 2020 CAP-CIS Form for CSBG
» Added CSBG Organizational Standards materials (Board Matrix, Personnel Matrix, OS 4.3
Implementation Checklist)
» Posted updated Master List of CA Subrecipients
» Posted video and plan for 2020 Service Delivery Plan Guidance for CEAP
Executive
» Posted Administrative Penalty Orders (Sparrow Assisted Living, Northwood Apartments,
Fountains at Chimney Rock, Homes of Persimmons)
» Posted updated Organizational Chart
Fair Housing
= Posted final 2019 State of Texas Analysis of Impediments to Fair Housing Choice
HOME and Homeless:
» Updated ESG video library (Application Guidance, Basics, Match Guidance, Procurement
Guidance and related handouts)
= Posted updated Indirect Cost Rate Worksheet
Homeownership:
= Posted updated Texas Homeownership Program Handbook
= Posted updated Texas Statewide Homebuyer Education Program provider list
= Posted updated Income and Purchase Price Limits table
= Posted Texas Mortgage Credit Certificate reduced-fee information
Housing Trust Fund
« Posted 2020-2021 HTF Plan
Internal Audit
= Posted 2019 Internal Audit Follow up Review of Migrant Labor Housing Facilities
= Posted 2019 Internal Audit Report on the Implementation Status of Prior Audit
Recommendations
= 2019 Internal Audit of Complaint Resolution Process
Multifamily:
» Posted updated 2019-1 Multifamily Direct Loan NOFA Application Log (as of Sept. 9)
» Posted updated 2019 4% HTC Bond Status Log (as of Sept. 5)
= Posted 2019 9% HTC Carryover Allocation Manual and Submission Package
» Posted updated HTC Property Inventory List (as of Sept. 5)
= Posted online forum for Multifamily Direct Loan Rule — 2020 Preliminary Staff Draft
Neighborhood Stabilization Program
« Added NSP1 and NSP3 quarterly reports for 2019 (2" Quarter)
NOFA
» Updated Amended 2019-1 Multifamily Direct Loan Annual NOFA (as of Sept. 5)
» Posted 2019 HOME Single Family CFD Set-aside



» Posted 2019 HOME Single Family Persons With Disabilities Set-aside
» Posted 2019 HOME Single Family Persons HANC Set-aside

Public Comment
« Posted period for public comment for Proposed Rule Changes to 10 TAC Chapter 6
Community Affairs Programs
» Posted period for public comment for Public Notice of Demolition/Reconstruction of
Casa de Manana Apartments
» Posted period for public comment Proposed Repeal and New of 10 TAC Section 1.7,
Appeals Process
» Posted period for public comment Proposed Repeal and New of 10 TAC Section 1.10,
Public Comment Procedures
» Posted period for public comment DRAFT 2020 QAP 10 TAC Chapter 11 Blackline version
» Posted period for public comment DRAFT 2020 QAP 10 TAC Chapter 11
» Posted period for public comment DRAFT 2020 QAP 10 TAC Chapter 12
» Posted period for public comment Proposed Rule Changes to 10 TAC 25, Colonia Self-
Help Center Program Rule
Purchasing
» Updated list of No-Bid contracts as required by state
Real Estate Analysis
» Posted updated List of Approved Market Analysts
Section 811 PRA Program
» Posted updated 811 HUD Model Lease (added Microsoft Word version)

Frequently Used Acronyms

AMFI  Area Median Family Income LURA  Land Use Restriction Agreement
AYBR  Amy Young Barrier Removal Program MF Multifamily
CEAP Comprehensive Energy Assistance MFTH My First Texas Home Program

Program MRB Mortgage Revenue Bond Program

CFD Contract for Deed Program NHTF  National Housing Trust Fund

CFDC  Contract for Deed Conversion NOFA  Notice of Funding Availability
Assistance Grants NSP Neighborhood Stabilization Program

CHDO Community Housing Development OIG Office of Inspector General
Organization QAP Qualified Allocation Plan

CMTS  Compliance Monitoring and Tracking QCP Quantifiable Community Participation
System REA Real Estate Analysis

CSBG  Community Services Block Grant RFA Request for Applications
Program RFO Request for Offer

ESG Emergency Solutions Grants Program RFP Request for Proposals

FAQ Frequently Asked Questions RFQ Request for Qualifications

HBA Homebuyer Assistance Program ROFR  Right of First Refusal

HHSCC Housing and Health Services SLIHP  State of Texas Low Income Housing
Coordination Council Plan

HHSP  Homeless Housing and Services TA Technical Assistance



Program TBRA Tenant Based Rental Assistance

HRA Homeowner Rehabilitation Assistance Program
Program TICH Texas Interagency Council for the
HRC Housing Resource Center Homeless
HTC Housing Tax Credit TSHEP  Texas Statewide Homebuyer
HTF Housing Trust Fund Education Program
HUD U.S. Department of Housing and TXMCC Texas Mortgage Credit Certificate
Urban Development VAWA Violence Against Women Act

IFB Invitation for Bid WAP Weatherization Assistance Program
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BOARD REPORT ITEM
BOND FINANCE DIVISION
OCTOBER 10, 2019

Report on the closing of the Department’s 2019 Series A Single Family Mortgage Revenue
Bonds

BACKGROUND

OnJune 27, 2019, the Board approved the issuance of the Department’s 2019 Series A Single
Family Mortgage Revenue Bonds (the Bonds). Bond Review Board approval was received
July 8, 2019, the Preliminary Official Statement was published July 9, 2019, and the Bonds
were priced July 16, 2019. The Bond Purchase Agreement was executed July 17, 2019, the
Official Statement was published July 25, 2019, and the Bonds closed August 27, 2019.

The financing team included Bracewell LLP, Bond Counsel; McCall, Parkhurst & Horton,
L.L.P., and Mahomes Bolden PC, Disclosure Counsel; George K. Baum & Company, Financial
Advisor; and an underwriting team led by J.P. Morgan as Senior Manager, with Jefferies,
Piper Jaffray & Co., Ramirez & Co., Inc., and RBC Capital Markets serving as Co-Managers for
the transaction.

The Bonds were structured to maximize premium received while keeping mortgage rates as
low as possible. Fixed rate and tax-exempt, the Bond structure included par serial bonds,
par and premium term bonds, and a high premium PAC (Planned Amortization Class) bond.
The par amount of Bonds sold was $165,325,000, and the premium received was
$9,670,870, for total Bond proceeds of $174,995,871. The premium fully funded the down
payment and closing cost assistance and lender compensation for the related loans. As a
result, the issuer contribution, funded with amounts on deposit in the Single Family
Mortgage Revenue Bond Indenture, was just $2.2 million, which is low for a transaction of
this size.

Concurrent with the pricing of the Bonds, the Department bid a Guaranteed Investment
Contract (GIC) for the investment of $174,913,850 of Bond proceeds. The winning bidder
was The Toronto-Dominion Bank. The GIC pays interest at an annual rate of 2.023%, and
matures June 30, 2020.

This issuance made approximately $40 million in funds available for Low Rate Loans, which
provide no down payment or closing cost assistance, and approximately $124 million for
Assisted Loans, which provide four points of down payment and closing cost assistance in
the form of 30-year, non-amortizing, 0% interest second loans that are due on sale or
refinance of the first mortgage. Eligible loan types are FHA, VA, and USDA-RD loans. The Low
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Rate loans are currently offered at a mortgage rate of 3.50%, and the Assisted Loans have a
mortgage rate of 4.40%; these rates have been reduced from their initial rates of 3.60% and
4.55%, respectively, due to changes in market interest rates since the Bonds priced. Over
90% of funds made available through this program have been reserved, and we expect the
program to be fully committed by the end of October.

Attached is a detailed summary of the pricing that was prepared by J.P. Morgan.
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TEXAS DEPARTMENT OF HOUSING AND

COMMUNITY AFFAIRS

$165,325,000
SINGLE FAMILY MORTGAGE REVENUE BONDS
2019 SERIES A (NON-AMT)

Closing Date: August 27, 2019

Pricing Book Date: August 26, 2019
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Disclaimer

This presentation was prepared exclusively for the benefit and internal use of the J.P. Morgan client to
whom it is directly addressed and delivered (including such client’s affiliates, the “Client”) in order to assist
the Client in evaluating, on a preliminary basis, the feasibility of possible transactions referenced herein.
The materials have been provided to the Client for informational purposes only and may not be relied upon
by the Client in evaluating the merits of pursuing transactions described herein. No assurance can be given
that any transaction mentioned herein could in fact be executed.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its
completeness or accuracy. Opinions and estimates constitute our judgment as of the date of this material
and are subject to change without notice. Past performance is not indicative of future results. Any financial
products discussed may fluctuate in price or value. This presentation does not constitute a commitment by
any J.P. Morgan entity to underwrite, subscribe for or place any securities or to extend or arrange credit or
to provide any other services.

J.P. Morgan's presentation is delivered to you for the purpose of being engaged as an underwriter, not as
an advisor, (including, without limitation, a Municipal Advisor (as such term is defined in Section 975(e) of
the Dodd-Frank Wall Street Reform and Consumer Protection Act)) . The role of an underwriter and its
relationship to an issuer of debt is not equivalent to the role of an independent financial advisor. The
primary role of an underwriter is to purchase, or arrange for the purchase of, securities in an arm’s-length
commercial transaction between the issuer and the underwriter. An underwriter has financial and other
interests that differ from those of the issuer. If selected as your underwriter, J.P. Morgan will be acting as a
principal and not as your agent or your fiduciary with respect to the offering of the securities or the process
leading to issuance (whether or not J.P. Morgan or any affiliate has advised or is currently advising the
Client on other matters). Any portion of this presentation which provides information on municipal financial
products or the issuance of municipal securities is given in response to your questions or to demonstrate
our experience in the municipal markets and does not constitute “advice” within the meaning of Section 975
of the Dodd-Frank Wall Street Reform and Consumer Protection Act. We encourage you to consult with
your own legal and financial advisors to the extent you deem appropriate in connection with the offering of
the securities. If you have any questions concerning our intended role and relationship with you, we would
be happy to discuss this with you further.

This communication shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there
be any sale of the securities in any state or jurisdiction in which such an offer, solicitation or sale would be
unlawful prior to registration or qualification under the securities laws of any such state or jurisdiction.

This material is not a product of the Research Departments of J.P. Morgan Securities LLC ("JPMS") and is
not a research report. Unless otherwise specifically stated, any views or opinions expressed herein are
solely those of the authors listed, and may differ from the views and opinions expressed by JPMS's
Research Departments or other departments or divisions of JPMS and its affiliates. Research reports and
notes produced by the Research Departments of JPMS are available from your Registered Representative
or at http://www.jpmm.com. JPMS’s policies prohibit employees from offering, directly or indirectly, a
favorable research rating or specific price target, or offering to change a rating or price target, to a subject
Client as consideration or inducement for the receipt of business or for compensation. JPMS also prohibits
its research analysts from being compensated for involvement in investment banking transactions except to
the extent that such participation is intended to benefit investors.

J.P. Morgan makes no representations as to the legal, tax, credit, or accounting treatment of any
transactions mentioned herein, or any other effects such transactions may have on you and your affiliates
or any other parties to such transactions and their respective affiliates. You should consult with your own
advisors as to such matters.

JPMorgan Chase & Co. and its affiliates do not provide tax, legal or accounting advice. This material has
been prepared for informational purposes only, and is not intended to provide, and should not be relied on
as the basis for making an investment decision nor as tax, legal or accounting advice. You should consult
your own advisors in respect of any tax, legal or accounting matter.

This presentation does not carry any right of publication or disclosure, in whole or in part, to any other party,
without the prior consent of J.P. Morgan. Additional information is available upon request.

J.P. Morgan is the marketing name for the investment banking activities of JPMorgan Chase Bank, N.A.,

J.P. Morgan Securities LLC (member, NYSE), J.P. Morgan Securities plc (authorized by the FSA and
member, LSE) and their investment banking affiliates.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
2019A Single Family Mortgage Revenue Bonds (Non-AMT) (New Money)

Program 93

Financing Team Distribution List

ISSUER

Texas Department of Housing and Community Affairs

221 East 11" Street
Austin, TX 78701

P.O. Box 13941
Austin, TX 78711

Monica Galuski*
Heather Hodnett*
Ed Morris*

John M. Tomme*
Michelle Straley*

(512) 936-9268
(512) 475-1899
(512) 475-3329
(512) 475-3832
(512) 475-3856
(

monica.galuski@tdhca.state.tx.us
heather.hodnett@tdhca.state.tx.us
ed.morris@tdhca.state.tx.us
john.tomme@tdhca.state.tx.us
michelle.straley@tdhca.state.tx.us

Beau Eccles 512) 475-3932  beau.eccles@tdhca.state.tx.us
FINANCIAL ADVISOR
George K. Baum & Company
8117 Preston Road, Suite 300 Gary Machak* (214) 365-0500 machak@gkbaum.com
Dallas, TX 75225 Barton Withrow* (214) 365-0515  withrow@gkbaum.com
1400 Wewatta Street, Suite 800 Kathy Li* (303) 391-5451  li@gkbaum.com
Denver, CO 80202 Lisa May (303) 391-5434  mayl@gkbaum.com
Elizabeth Barber (303) 391-5599  barber@gkbaum.com
Alec Lehrer (303) 391-5512  lehrer@gkbaum.com
(

Jaime De Sena

303) 391-5493

desena@gkbaum.com

BOND COUNSEL

Bracewell LLP

111Congress Avenue, Suite 2300 Elizabeth Bowes, Esq.* (512) 542-2104  elizabeth.bowes@bracewell.com
Austin, TX 78701-2979 Victoria Ozimek, Esg. (tax)* (512) 542-2103  victoria.ozimek@bracewell.com
Andy Prihoda, Esq.* (512) 494-3603 andrew.prihoda@bracewell.com
Shari Anderson, Paralegal® (512) 494-3636  shari.anderson@bracewell.com
711 Louisiana Street, Suite 2300 Brian Teaff, Esg. (tax) (713) 221-1367  brian.teaff@bracewell.com

Houston, TX 77002-2770

SENIOR MANAGING UNDERWRITER

JPMorgan

383 Madison Avenue, 3rd Floor

Peter Weiss*

212) 272-2297

peter.e.weiss@jpmorgan.com

(
New York, NY 10179 Annie Lee (212) 272-5723  annie.lee@jpmorgan.com
Rasheeq Rahman (212) 834-5111  rasheequr.rahman@jpmorgan.com
Gloria Boyd (212) 622-8035 gloria.d.boyd@jpmorgan.com
10 South Dearborn Street, 32nd Floor Jeffrey Gertz* (312) 385-8480 jeffrey.d.gertz@jpmorgan.com
Chicago, IL 60603-2003
CO-MANAGING UNDERWRITERS
Jefferies LLC
520 Madison Avenue Alan Jaffe* 212) 284-2053  ajaffe@jefferies.com
New York, NY 10022 Robert Foggio* 212) 284-2084  rfoggio@jefferies.com

Samphas (Sammi) Chhea*
Amol Mehta
Nihara Gunasekera

212) 284-2326

(
(
(212) 336-7330
(
(212) 284-3434

schhea@jefferies.com
amehta@jeffries.com
ngunasekera@jefferies.com

RBC Capital Markets

100 Second Avenue South, Suite 800
St. Petersburg, FL 33701

Helen Feinberg
Debbie Berner*

727) 895-8892
727) 895-8885

helen.feinberg@rbccm.com
debbie.berner@rbccm.com

(
(
(727) 502-3631
(
(

Cameron Hill cameron.hill@rbccm.com
Denise Rodriguez 727) 895-8857  denise.rodriguez@rbccm.com
200 Crescent Court, Suite 1500 Matt Boles 214)989-1672 matt.boles@rbcecm.com
Dallas, TX 75201
225 Franklin Street, 21st Floor Jeffrey Sula* (617) 722-4852  jeffrey.sula@rbccm.com
Boston, MA 02110
Ramirez & Co.
100 Congress Suite 2000 Robin Redford* (512) 469-3504  robin.redford@ramirezco.com

Austin, TX 78701

Lorraine (Lorry) Palacios*
Karen Price

(512) 469-3503
(720) 304-8084

lorraine.palacios@ramirezco.com
karen.price@ramirezco.com
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Piper Jaffray

7000 N. Mopac Expwy, Ste 2102
Austin, TX 78731

Kim Edwards*

(512) 514-6430

kimberly.k.edwards@pjc.com

800 Nicollet Mall, Suite 1000 Melanie Lien* (612) 303-6724  melanie.k.lien@pjc.com
Minneapolis, MN 55402 Frank Kaul (612) 303-6608  francis.j.kaul@pjc.com
Kristi Gruber (713) 343-3525  kristi.k.gruber@pjc.com
Kari Whitson (612) 303-6484  kari.x.whitson@pjc.com
UNDERWRITER’S COUNSEL
Chapman and Cutler, LLP
111 West Monroe Ryan Bowen, Esq. * (312) 845-3277  rbowen@chapman.com
Chicago, IL 60603-4080 Rich Tomei, Esq. (312) 845-3412  rtomei@chapman.com
DISCLOSURE COUNSEL

McCall, Parkhurst & Horton, L.L.P.
717 North Harwood, Suite 900
Dallas, TX 75201

Mark Malveaux, Esq.*
Samantha Freeman
Rudy Segura

(214) 754-9221
(214) 754-9224
(214) 754-9268

mmalveaux@mphlegal.com
sfreeman@mphlegal.com
rsegura@mphlegal.com

CO-DISCLOSURE COUNSEL

Mahomes Bolden PC
325 N. St. Paul, Suite 2600
Dallas, TX 75201

Bill Mahomes, Esq.

(469) 484-5007

bmahomes@mahomesbolden.com

TRUSTEE

Bank of New York Mellon

601 Travis Street, 16" Floor
Houston, TX 77002

Seth Crone*

(713) 483-6568

seth.crone@bnymellon.com

10161 Centurion Parkway

Richard Dillard*

(904) 645-1923

richard.dillard@bnymellon.com

Jacksonville, FL 32256 Cindy Moore (904) 645-1943  cindy.moore@bnymellon.com
TRUSTEE’S COUNSEL
McGuire, Craddock & Strother, P.C.

2501 N. Harwood, Suite 1800 Zeb Fish zfish@mcslaw.com

Dallas, TX 75201

Susan Mills Cipione*

(214) 954-6812

scipione@mcslaw.com

TEXAS TREASURY SAFEKEEPING

Trust Operations
208 East 10th Street, Suite 427
Austin, TX 78701

Whitney Blanton
Monique Kollar
Brenda Hermanson
Gena Minjares

(512) 463-4300
(512) 463-3788

whitney.blanton@ttstc.texas.gov
monique.kollar@ttstc.texas.gov
brenda.hermanson@ttstc.texas.gov
genoveva.minjares@ttstc.texas.gov
ttste.fin.trustservices@ttstc.texas.gov
legal@ttstc.texas.gov

RATING AGENCIES

Moody’s Investors Service
7 World Trade Center
250 Greenwich Street
New York, NY 10007

Florence Zeman
Timothy Mone

(212) 553-4836
(212) 553-4516

florence.zeman@moodys.com
Timothy.mone@moodys.com

Standard & Poor’s Rating Services
7400 S Alton Ct
Centennial, CO 80112

Joanie Monaghan

(303) 721-4401

joan.monaghan@spglobal.com

One Market
Steuart Tower; 15th Floor
San Francisco, CA 94105

Jose Cruz

(415) 371-5053

jose.m.cruz@standardandpoors.com

VERIFICATION AGENT

Causey, Demgen & Moore, Inc.
1801 California Street, Suite 4650
Denver, CO 80202-2681

Bill Glasso
Justin Greaser

(303) 672-9886
(303) 672-9887

wglasso@causeycpas.com
jgreaser@causeycpas.com

PRINTER

ImageMaster, Inc.
1182 Oak Valley Drive
Ann Arbor, Ml 48108

Dan Rodriguez
Courtney Looney

(734) 821-2525
(734) 821-2523

daniel@imagemaster.com
courtney@imagemaster.com
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WORKING GROUP EMAIL ADDRESSES: monica.galuski@tdhca.state.tx.us
heather.hodnett@tdhca.state.tx.us
ed.morris@tdhca.state.tx.us
michelle.straley@tdhca.state.tx.us
john.tomme@tdhca.state.tx.us
machak@gkbaum.com
withrow@gkbaum.com
li@gkbaum.com
elizabeth.bowes@bracewell.com
victoria.ozimek@bracewell.com
andrew.prihoda@bracewell.com
shari.anderson@bracewell.com
brian.teaff@bracewell.com
peter.e.weiss@jpmorgan.com
annie.lee@jpmorgan.com
gloria.d.boyd@jpmorgan.com
jeffrey.d.gertz@jpmorgan.com
ajaffe@jefferies.com
rfoggio@jefferies.com
ngunasekera@jefferies.com
schhea@jefferies.com
debbie.berner@rbccm.com
cameron.hill@rbccm.com
denise.rodriguez@rbccm.com
jeffrey.sula@rbccm.com
helen.feinberg@rbccm.com
robin.redford@ramirezco.com
lorraine.palacios@ramirezco.com
karen.price@ramirezco.com
kimberly.k.edwards@pjc.com
melanie.k.lien@pjc.com
kari.x.whitson@pjc.com
kristi.k.gruber@pjc.com
francis.j.kaul@pjc.com
mmalveaux@mphlegal.com
seth.crone@bnymellon.com
richard.dillard@bnymellon.com
cindy.moore@bnymellon.com
scipione@mcslaw.com
Ismyth@mcslaw.com
rbowen@chapman.com
rtomei@chapman.com
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OFFICIAL STATEMENT DATED JULY 17, 2019

NEW ISSUE - BOOK-ENTRY ONLY RATINGS:
S & P: “AA+”

Moody’s: “Aaa”

(See “RATINGS” herein)

Bracewell LLP, Bond Counsel, is of the opinion that, subject to certain conditions described herein and under existing
law, (i) interest on the Series 2019A Bonds s excludable from gross income for federal income tax purposes and (i) interest
on the Series 2019A Bonds s not a specific preference item subject to the alternative minimum tax.

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

$165,325,000
Single Family Mortgage Revenue Bonds
2019 Series A

Dated Date: Date of Delivery Due: As shown on inside cover page

The Texas Department of Housing and Community Affairs Single Family Mortgage Revenue Bonds, 2019 Series A (the “Series
2019A Bonds”) are issuable by the Texas Department of Housing and Community Affairs (the “Department”) only as fully registered
bonds, without coupons, and will be registered in the name of Cede & Co., as registered owner and nominee for The Depository
Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the Series 2019A Bonds. The Series 2019A
Bonds will be available to purchasers only in book-entry form in denominations of $5,000 or any integral multiple thereof. For as
long as Cede & Co. is the exclusive registered owner of the Series 2019A Bonds, the principal or redemption price of, and interest
on, the Series 2019A Bonds will be payable by The Bank of New York Mellon Trust Company, N.A., as Trustee, to DTC, which will
be responsible for making such payments to DTC Participants (as defined herein), for subsequent remittance to the owners of
beneficial interests in the Series 2019A Bonds. The purchasers of the Series 2019A Bonds will not receive certificates representing
their beneficial ownership interest. See “APPENDIX F — SUMMARY OF INFORMATION REGARDING THE PROGRAM AND
MORTGAGE LOANS, PRIOR SWAP AGREEMENTS, PRIOR LIQUIDITY FACILITIES AND OTHER MATTERS - DTC and Book-
Entry.”

The Series 2019A Bonds will accrue interest from the date of delivery until their maturity or prior redemption at the per
annum rate of interest set forth on the inside cover page hereof. Interest on the Series 2019A Bonds will be payable to DTC
commencing on March 1, 2020, and semi-annually thereafter on each September 1 and March 1 until maturity or prior redemption
thereof, all as more fully described on the inside cover page hereof.

THE SERIES 2019A BONDS ARE SUBJECT TO REDEMPTION ON THE DATES AND AT THE REDEMPTION
PRICES WHICH ARE MORE FULLY DESCRIBED HEREIN. See “THE SERIES 2019A BONDS - Redemption Provisions.”

The Series 2019A Bonds are being issued for the primary purpose of providing funds for the purchase of mortgage-backed,
pass-through certificates (the “Mortgage Certificates”). The Mortgage Certificates purchased with the proceeds of the Series 2019A
Bonds will be guaranteed as to timely payment of principal and interest by the Government National Mortgage Association (“Ginnie
Mae”) (“Ginnie Mae Certificates” or “GNMA Certificates”). See “APPENDIX B-1 - GNMA AND THE GNMA CERTIFICATES.” The
Series 2019A Bonds, the Prior Bonds (as defined herein), and, unless subordinated, all Bonds subsequently issued under the Trust
Indenture are equally and ratably secured by the Trust Estate (as defined herein) held by the Trustee under the Trust Indenture
(as defined herein). See “SECURITY FOR THE BONDS” and “APPENDIX E - SUMMARY OF INFORMATION REGARDING THE
TRUST INDENTURE.”

THE SERIES 2019A BONDS ARE LIMITED OBLIGATIONS OF THE DEPARTMENT AND ARE PAYABLE SOLELY
FROM THE REVENUES AND FUNDS PLEDGED FOR THE PAYMENT THEREOF AS MORE FULLY DESCRIBED
HEREIN. NEITHER THE STATE OF TEXAS (THE “STATE”) NOR ANY AGENCY OF THE STATE, OTHER THAN
THE DEPARTMENT, NOR THE UNITED STATES OF AMERICA OR ANY AGENCY, DEPARTMENT OR OTHER
INSTRUMENTALITY THEREOF, INCLUDING GINNIE MAE, FREDDIE MAC, AND FANNIE MAE, IS OBLIGATED
TO PAY THE PRINCIPAL OR REDEMPTION PRICE OF OR INTEREST ON THE SERIES 2019A BONDS. NEITHER
THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OR THE UNITED STATES OF AMERICA IS
PLEDGED, GIVEN OR LOANED TO SUCH PAYMENT. THE DEPARTMENT HAS NO TAXING POWER. GINNIE MAE,
FREDDIE MAC, AND FANNIE MAE GUARANTEE ONLY THE PAYMENT OF THE PRINCIPAL OF AND INTEREST
ON THE GINNIE MAE CERTIFICATES, FREDDIE MAC CERTIFICATES, AND FANNIE MAE CERTIFICATES,
RESPECTIVELY, WHEN DUE AND DO NOT GUARANTEE THE PAYMENT OF THE SERIES 2019A BONDS OR ANY
OTHER OBLIGATIONS ISSUED BY THE DEPARTMENT.

The Series 2019A Bonds are offered when, as, and if issued by the Department. Delivery of the Series 2019A Bonds is subject
to approval of the legality thereof by Bracewell LLP, Bond Counsel, and certain other conditions. Delivery of the Series 2019A
Bonds is also subject to the approval of the legality thereof by the Attorney General of the State. Certain legal matters will be
passed upon for the Department by its General Counsel, James “Beau” Eccles, Esq., and by its Co-Disclosure Counsel, McCall,
Parkhurst & Horton L.L.P and Mahomes Bolden PC. Certain legal matters will be passed upon for the Underwriters by their
Counsel, Chapman and Cutler LLP. Certain financial advisory services have been provided to the Department by George K. Baum
& Company. It is expected that the Series 2019A Bonds will be available for delivery to DTC in book-entry only form on or about
August 27, 2019.

J.P. Morgan

Jefferies Piper Jaffray & Co. Ramirez & Co., Inc. RBC Capital Markets



Maturity Date

$20,245,000 Series 2019A Serial Bonds

Principal Amount

MATURITY SCHEDULE

9/1/2020
3/1/2022
9/1/2022
3/1/2023
9/1/2023
3/1/2024
9/1/2024
3/1/2025
9/1/2025
3/1/2026
9/1/2026
3/1/2027
9/1/2027
3/1/2028
9/1/2028
3/1/2029
9/1/2029
3/1/2030
9/1/2030

$ 1,000,000
975,000
985,000
995,000

1,005,000
1,015,000
1,025,000
1,040,000
1,055,000
1,065,000
1,070,000
1,080,000
1,085,000
1,095,000
1,115,000
1,135,000
1,150,000
1,170,000
1,185,000

(Interest Accrues from Date of Delivery)

i

$1,795,000 1.40% Term Bonds due September 1, 2021 Price 100% CUSIP 88275FQE2
$10,285,000 2.70% Term Bonds due September 1, 2034 Price 100% CUSIP 88275FQZ5
$15,165,000 3.375% Term Bonds due September 1, 2039 Price 102.464% CUSIP 88275FRA9
$18,570,000 3.625% Term Bonds due September 1, 2044 Price 102.436% CUSIP 88275FRB7
$26,530,000 3.75% Term Bonds due September 1, 2049 Price 102.696% CUSIP 88275FRC5
$72,735,000 4.00% Premium PAC Term Bonds due March 1, 2050 Price 111.177% CUSIP 88275FRD3

Interest Rate Price CUSIP
1.25% 100% 88275FQD4
1.45 100 88275FQF9
1.50 100 88275FQG7
1.55 100 88275FQHS
1.60 100 88275FQJ1
1.60 100 88275FQKS
1.65 100 88275FQL6
1.70 100 88275FQM4
1.75 100 88275FQN2
1.85 100 88275FQP7
1.95 100 88275FQQ5
2.00 100 88275FQR3
2.05 100 88275FQS1
2.15 100 88275FQT9
2.20 100 88275FQU6
2.25 100 88275FQV4
2.30 100 88275FQW2
2.35 100 88275FQXO0
2.40 100 88275FQYS



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Financing Summary

$165,325,000
Texas Department of Housing and Community Affairs
Single Family Mortgage Revenue Bonds
2019 Series A (Non-AMT)

Plan of Finance

The 2019 Series A Bonds are being issued to finance mortgage loans under the
Department’s Single Family Mortgage Revenue Bond Program. The 2019 Series A Bonds
have been designated as the Department’s Bond Program No. 93.

The 2019 Series A Bonds are being issued for the primary purpose of providing funds for the
purchase of the Mortgage Certificates guaranteed by Ginnie Mae.

Proceeds from the 2019 Series A Bonds will also be used to pay costs of issuance, including
underwriters’ compensation, for the Bonds as well as provide funds attributed to down
payment assistance, lender compensation, and servicing fees for second mortgage loans.

Bond Structure

The 2019 Series A Bonds were sold as fixed rate bonds.

The 2019 Series A Bonds were structured as:

B $20.245 million serial bonds maturing semi-annually from 9/1/2020 to 9/1/2030

B $72.345 million term bonds maturing on 9/1/2021, 9/1/2034, 9/1/2039, 9/1/2044 and
9/1/2049

B $72.735 million premium Planned Amortization Class (PAC) term bonds maturing on
3/1/2050 with a weighted average life of 5.9 years from 100 to 400% SIFMA

The Department’s objectives for the 2019 Series A bond issue included raising significant
premium for DPA loans and costs of issuance at an attractive cost of funds and minimal cash
flow stress in the indenture. The bond structure was designed to meet these objectives.

B The PAC bond coupon was maximized for market conditions and a 5.9 year average life
increased the size of the PAC bond to maximize premium and reduce the cost of funds.

B The longest term bonds (9/1/2039, 9/1/2044 and 9/1/2049) were sold with coupons to
generate premium prices.

B The shortest term bond (9/1/2034) was sold as a supersinker and offered prepayment
protection to the investors of the premium term bonds to make the premium term bonds
more attractive to investors.

Pricing Results

The 2019 Series A Bonds priced on July 16, 2019 with a retail order period on Tuesday
morning and a planned institutional order period on Wednesday July 17, 2019. Due to the
strong market, the retail order period was terminated early and the institutional order period
was also held on July 16.

The bond market was volatile leading up to pricing due to dovish foments from Fed Chair
Powell and the anticipated Fed rate cut in July, the first rate cut in 10 years. Uncertainty
surrounding the strength of the U.S. economy swirled from the trade wars and recent jobs
report. In the municipal market, MMD was outperforming UST largely due to manageable
supply and continued inflows into bond funds for a record-breaking 27™ consecutive week

JPMorgan



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

and $48.8 billion YTD. The UST market ended the day with gains (i.e., lower yields), setting a
solid tone for pricing next morning.

On the morning of July 16, 2019, slight Treasury weakness resulted from positive retail sales
data, erasing the UST gains from the prior day. J.P. Morgan entered the market with the
2019 Series A Bonds for the retail order period by offering all serial bonds, a portion of the
9/1/2034 term bond and a portion of each of the premium term bonds.

The retail order was strong with $42.8 million in total orders ($25.6 million useable of the
$47.78 million of bonds offered with 70% of orders coming from Texas investors). Most of the
serial bonds were completely subscribed for allowing for 5 bps tighter spreads in 3/1/2024 to
9/1/2027, and decent subscription in the 9/1/2044 and 9/1/2049 premium term bonds left a
balance of the term bonds that positioned TDHCA well to begin offering the bonds to
institutions. Notwithstanding the lack of institutional reads for the 9/1/2034 and 9/1/2039 term
bonds, J.P. Morgan recommended to the Department to accelerate to institutional pricing
given the strong order book and several reads from institutional investors on the other bonds.

During the institutional order period, the 2019 Series A Bonds continued to receive strong
investor interest which resulted in an incremental $528 million of orders (excluding stock
orders) concentrated in the premium term bonds and the PAC bond.

o 25 different institutional and professional retail accounts participated.

e The premium term bonds all gained significant incremental orders during the institutional
order period, allowing for lower yield adjustments at the reprice — 9/1/2039, 3.3x
subscribed for was lowered by 4 bps to a 3.06% vyield; 9/1/2044, 3.6x subscribed for was
lowered by 4 bps to a 3.31% yield; and 9/1/2049, 4.94x subscribed for was lowered by 5
bps to a 3.40% yield.

e Subscription was also strong for the PAC Bond at 3.8x, allowing for a 4 bps vyield
reduction to a 1.96% vyield at a +67 final spread to MMD.

e Notwithstanding the strong order period, balances remained in the serial bonds across
four maturities (9/1/2020, 3/1/2021, 9/1/2021 and 9/1/2022) totaled $5.3 million; J.P.
Morgan offered to underwrite the 9/1/2020 and 9/1/2022 bonds at unchanged yields, but
the 2021 serial bonds had no investor interest, indicating a yield increase was
appropriate. J.P. Morgan offered to create a “mini” term combining the 3/1/2021 sinker
into the 9/1/2021 maturity at the then-current 9/1/2021 yield, effectively increasing the
yield by 5 bps only on the amount in 3/1/2021 and keeping the 9/1/2021 yield the same.

e The 9/1/2034 at the 2.70% offered rate struggled due to extremely low yields, but J.P.
Morgan offered to underwrite slightly more than half of the maturity at an unchanged
yield.

JPMorgan



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Pricing Progression

Pricing Progression (basis points spread to AAA MMD)

Retail Institutional Change Total
Principal  Order Order (Retail to Orders®  Subscription®®
($000s)  Period Period Final Final in bps)  ($000s) (x)

9/1/2020 $1,000 11 11 11 -- $0 0.00x
3/1/2021 830 19 19 -- -- -- --
9/1/2021* 965 24 24 24 -- 80 0.04x
3/1/2022 975 28 28 28 -- 975 1.00x
9/1/2022 985 33 33 33 -- 515 0.52x
3/1/2023 995 37 37 37 -- 995 1.00x
9/1/2023 1,005 42 42 42 - 1,005 1.00x
3/1/2024 1,015 45 40 40 (5) 3,355 3.31x
9/1/2024 1,025 49 44 44 (5) 2,125 2.07x
3/1/2025 1,040 48 43 43 (5) 1,040 1.00x
9/1/2025 1,055 51 46 46 (5) 2,785 2.64x
3/1/2026 1,065 55 50 50 (5) 2,130 2.00x
9/1/2026 1,070 63 58 58 (5) 3,170 2.96x
3/1/2027 1,080 64 59 59 (5) 3,245 3.00x
9/1/2027 1,085 66 61 61 (5) 4,330 3.99x
3/1/2028 1,095 66 66 66 -- 1,105 1.01x
9/1/2028 1,115 68 68 68 -- 1,705 1.53x
3/1/2029 1,135 69 69 69 -- 1,140 1.00x
9/1/2029 1,150 71 71 71 -- 2,305 2.00x
3/1/2030 1,170 72 72 72 -- 1,175 1.00x
9/1/2030 1,185 74 74 74 - 1,460 1.23x
9/1/2034 10,285 83 83 83 - 5,000 0.49x
9/1/2039 15,165 102 102 98 (4) 50,695 3.34x
9/1/2044 18,570 112 112 108 4) 66,215 3.57x
9/1/2049 26,530 117 117 112 (5) 131,190 4.94x
3/1/2050 72,735 71 71 67 (4) 283,205 3.89x

Total $165,325 $570,945 3.45x

'Spreads based on interpolated MMD as of July 15, 2019

“Does not include stock orders

°Defined as total orders divided by par amount

#9/1/2021 term bond totaling $1,795,000 created at reprice from combining the 3/1/2021 and 9/1/2021 serial maturities

J.PMorgan
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Pricing Progression (yields)

Retail Institutional Change Total
Principal  Order Order (Retail to Orders®  Subscription®®
($000s) Period Period Final Final in bps)  ($000s) (9]

9/1/2020 $1,000 1.25% 1.25% 1.25% -- $0 0.00x
3/1/2021 830 1.35% 1.35% -- -- -- --
9/1/2021* 965 1.40% 1.40% 1.40% -- 80 0.04x
3/1/2022 975 1.45% 1.45% 1.45% -- 975 1.00x
9/1/2022 985 1.50% 1.50% 1.50% -- 515 0.52x
3/1/2023 995 1.55% 1.55% 1.55% -- 995 1.00x
9/1/2023 1,005 1.60% 1.60% 1.60% - 1,005 1.00x
3/1/2024 1,015 1.65% 1.60% 1.60% (5) 3,355 3.31x
9/1/2024 1,025 1.70% 1.65% 1.65% (5) 2,125 2.07x
3/1/2025 1,040 1.75% 1.70% 1.70% (5) 1,040 1.00x
9/1/2025 1,055 1.80% 1.75% 1.75% (5) 2,785 2.64x
3/1/2026 1,065 1.90% 1.85% 1.85% (5) 2,130 2.00x
9/1/2026 1,070 2.00% 1.95% 1.95% (5) 3,170 2.96x
3/1/2027 1,080 2.05% 2.00% 2.00% (5) 3,245 3.00x
9/1/2027 1,085 2.10% 2.05% 2.05% (5) 4,330 3.99x
3/1/2028 1,095 2.15% 2.15% 2.15% -- 1,105 1.01x
9/1/2028 1,115 2.20% 2.20% 2.20% -- 1,705 1.53x
3/1/2029 1,135 2.25% 2.25% 2.25% -- 1,140 1.00x
9/1/2029 1,150 2.30% 2.30% 2.30% -- 2,305 2.00x
3/1/2030 1,170 2.35% 2.35% 2.35% -- 1,175 1.00x
9/1/2030 1,185 2.40% 2.40% 2.40% - 1,460 1.23x
9/1/2034 10,285 2.70% 2.70% 2.70% - 5,000 0.49x
9/1/2039 15,165 3.10% 3.10% 3.06% (4) 50,695 3.34x
9/1/2044 18,570 3.35% 3.35% 3.31% 4) 66,215 3.57x
9/1/2049 26,530 3.45% 3.45% 3.40% (5) 131,190 4.94x
3/1/2050 72,735 2.00% 2.00% 1.96% 4) 283,205 3.89x

Total $165,325 $570,945 3.45x

'Spreads based on interpolated MMD as of July 15, 2019

’Does not include stock orders

°Defined as total orders divided by par amount

49/1/2021 term bond totaling $1,795,000 created at reprice from combining the 3/1/2021 and 9/1/2021 serial maturities

J.PMorgan
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Orders and Allotments — Total

(Orders and Allotments $000s)

Total Orders and Allotments: Senior Manager

Retail Member Priority Total Sales

Orders Allotments Orders Allotments Orders Allotments Orders  Allotments

J.P.Morgan 40,400 24,755 8,470 8,470 528,000 131,255 576,870 164,480

Total Orders and Allotments: Co-Managers

Retail Member Priority Total Sales
Orders Allotments Orders Allotments Orders Allotments  Orders  Allotments
Jefferies LLC - - 30,000 - - - 30,000 -
Piper Jaffray & Co. 1,015 - 6,465 - - - 7,480 -
RBC Capital Markets 375 300 37,500 - 100 45 37,975 345
Ramirez & Co., Inc. 1,055 500 30,000 - - - 31,055 500
Total Managers: 2,445 800 103,965 - 100 45 106,510 845

Total Orders and Allotments: Senior Manager

Retail Member Priority Total Sales
Orders Allotments Orders Allotments Orders Allotments Orders  Allotments
Total 42,845 25,655 112,435 8,470 528,100 131,300 683,380 165,325

This document was prepared exclusively for the benefit and internal use of the J.P. Morgan client to whom it is directly addressed
and delivered (including such client’s subsidiaries, the “Client”) in order to comply with the Client’s request for information regarding
orders and allotments for a municipal bond new issue on which J.P. Morgan served as sole or senior book running manager. This
presentation contains commercially sensitive and proprietary customer information of J.P. Morgan. Information in this presentation
includes trade secrets or other commercially valuable information which if disclosed could cause substantial injury to the
competitive position of J.P. Morgan. Neither this presentation nor any of its contents may be disclosed or used for any other
purpose without the prior written consent of J.P. Morgan. By accepting this presentation, the Client agrees to prevent the
disclosure of the information in this presentation to the full extent permissible under applicable freedom of information statutes and
other applicable laws.

J.PMorgan
13



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Orders and Allotments by Investor Type

Orders by Investor Type

Bond Fund o
0.22% Institutional

0.08%

Private Bank

1.52% Retail

1.20%

Hedge Fund
1.61%

Trust Company
4.39%

Investment Advisor
6.66%

oA

— Asset Management
53.26%

Other
14.61%

Stock

16.45%

Allotments by Investor Type
Investment Advisor Retail Hedge Fund Bond Fund

2.84% 220 lAV 0.60%
Private Bank _\ | Institutional

3.37% \ 0.09%

Trust Company
4.68%

Stock__— /
5.12%

Other/

13.94%
3.94% Asset Management

65.74%

This document was prepared exclusively for the benefit and internal use of the J.P. Morgan client to whom it is directly addressed
and delivered (including such client’s subsidiaries, the “Client”) in order to comply with the Client’s request for information regarding
orders and allotments for a municipal bond new issue on which J.P. Morgan served as sole or senior book running manager. This
presentation contains commercially sensitive and proprietary customer information of J.P. Morgan. Information in this presentation
includes trade secrets or other commercially valuable information which if disclosed could cause substantial injury to the
competitive position of J.P. Morgan. Neither this presentation nor any of its contents may be disclosed or used for any other
purpose without the prior written consent of J.P. Morgan. By accepting this presentation, the Client agrees to prevent the
disclosure of the information in this presentation to the full extent permissible under applicable freedom of information statutes and

other applicable laws.

J.PMorgan
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Retail Orders and Allotments — National and Texas

Retail Orders — National and Texas

National
$12,815
30%

\ Texas

$30,030
70%

Retail Allotments — National and Texas

National
$7,905
31%

™~

Texas
$17,650
69%

This document was prepared exclusively for the benefit and internal use of the J.P. Morgan client to whom it is directly addressed
and delivered (including such client’s subsidiaries, the “Client”) in order to comply with the Client’s request for information regarding
orders and allotments for a municipal bond new issue on which J.P. Morgan served as sole or senior book running manager. This
presentation contains commercially sensitive and proprietary customer information of J.P. Morgan. Information in this presentation
includes trade secrets or other commercially valuable information which if disclosed could cause substantial injury to the
competitive position of J.P. Morgan. Neither this presentation nor any of its contents may be disclosed or used for any other
purpose without the prior written consent of J.P. Morgan. By accepting this presentation, the Client agrees to prevent the
disclosure of the information in this presentation to the full extent permissible under applicable freedom of information statutes and

other applicable laws.
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Tuesday, July 16, 2019 9: 30AM

MSS Wre #129790 == RETAI L ORDER PERI OD ==

MBS Master Message #4505092
TO J.P. Mdrgan Securities LLC
(Manager)

RE: $ 165, 660, 000*

TEXAS DEPARTMENT OF HOUSI NG AND COVMUNI TY AFFAI RS
Single Fam |y Mrtgage Revenue Bonds

2019 Series A

WE HAVE A RELEASE FOR THE RETAI L ORDER PERI CD. ORDERS UNTIL 4: 00PM ET.

POS LINK: http:/ww. nuni os. conl i / PDK3QPMBGaL3

R R R R R R R R R R

A "RETAIL" ORDER IS DEFI NED AS AN ORDER PLACED FOR THE ACCOUNT COF AN | NDI VI DUAL, BANK

TRUST, OR | NVESTMENT ADVI SOR ACTI NG ON BEHALF OF AN | NDI VI DUAL. RETAIL ORDERS DO NOT
I NCLUDE BANK PORTFOLI GS, | NSURANCE COVPANI ES, BOND FUNDS OR MUNI CI PALI TI ES.

ZI P CODES ARE REQUI RED W TH ALL RETAIL ORDERS.

khkhkhkhkhkhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhkhhhhhhkhhkhkhhhhhhkhhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkkkkkkkkk*k*k*k**x*%

MOODY' S:  Aaa S&P:  AA+ FI TCH: NR

DATED: 08/ 27/ 2019 FI RST COUPON: 03/ 01/ 2020

DUE: 03/01 & 09/01

ADD L

TAKEDOWN

MATURI TY  OFFERED AMOUNT* COUPON PRICE ( Pts )
09/ 01/ 2020 880M 880M 1.25% 100.00 1/4
03/ 01/ 2021 950M 950M 1.35% 100.00 3/8
09/ 01/ 2021 965M 965M 1.40% 100. 00 3/8
03/01/2022 975M 975M 1.45% 100.00 3/8
09/ 01/ 2022 985M 985M 1.50% 100.00 3/8
03/01/2023 995M 995M 1.55% 100. 00 1/2
09/ 01/ 2023 1, 005M 1, 005M 1.60% 100.00 1/2
03/01/2024 1, 015M 1, 015M 1.65% 100. 00 1/2
09/ 01/ 2024 1, 025M 1, 025M 1.70% 100.00 1/2
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03/ 01/2025 1, 040M 1, 040M 1.75% 100.00 1/2
09/01/2025 1, 055M 1, 055M 1.80% 100. 00 1/2
03/01/2026 1, 065M 1, 065M 1.90% 100.00 5/8
09/ 01/ 2026 1,075M 1,075M 2.00% 100.00 5/ 8
03/01/2027 1, 085M 1, 085M 2.05% 100.00 5/ 8
09/ 01/ 2027 1, 090M 1, 090M 2.10% 100.00 5/ 8
03/01/2028 1, 105M 1, 105M 2.15% 100. 00 5/ 8
09/01/2028 1, 120M 1,120M 2.20% 100.00 5/8
03/01/2029 1, 140M 1, 140M 2.25% 100.00 5/ 8
09/01/2029 1, 155M 1, 155M 2.30% 100.00 5/ 8
03/01/2030 1,175M 1,175M 2.35% 100.00 5/8
09/ 01/2030 1, 185M 1, 185M 2.40% 100.00 5/ 8
09/ 01/ 2034 5, 305M 10, 305M 2.70% 100.00 5/ 8
09/ 01/ 2039 5, 195M 15, 195M 3.375% 3.10 5/8

(Approx. $ Price PTC 09/01/2028 102. 147 Approx. YTM 3.228)

09/ 01/ 2044 8, 610M 18, 610M 3.625% 3.35 5/8
(Approx. $ Price PTC 09/01/2028 102.123 Approx. YTM 3. 497)

09/ 01/ 2049 6, 585M 26, 585M 3. 75% 3.45 5/8
(Approx. $ Price PTC 09/01/2028 102.306 Approx. YTM 3.623)

03/ 01/ 2050 NO RETAI L 72, 880M 4. 00% 2.00 0. 575
(Approx. $ Price 110.974)
(PAC) Average Life: 5.9 years from 100% 400% WAL (Optional Call Not Exercised)

CALL FEATURES: Optional call in 09/01/2028 @ 100.00

EXCEPT OPTI ONAL REDEMPTI ON OF THE PREM UM PAC BONDS DUE 9/ 1/2049. The Prem um PAC Term
Bonds are subject to redenption prior to maturity, in whole or in part at any tinme and
fromtine to time, on and after Septenber 1, 2028, at the option of the Departnent after

giving notice as provided in the Trust Indenture, at the Redenption Prices set forth bel ow

(expressed as a percentage of the principal ambunt to be redeened), in each case together

with interest accrued thereon to the redenption date:

Redenpti on Date Redenption Price

Septenber 1, 2028 103. 357%
18



March 1, 2029 103. 055%

Sept enber 1, 2029 102. 724%
March 1, 2030 102. 356%
Sept ember 1, 2030 101. 942%
March 1, 2031 101. 538%
Sept enber 1, 2031 101. 105%
March 1, 2032 100. 639%

Cctober 1, 2032 and thereafter 100.000%

See pages 12-13 of the PCS.

If the Prem um PAC Term Bonds are redeened on a date other than a redenption date |isted
above, the Redenption Price, as of such redenption date, will be determ ned by straight-
line interpolation between the Redenption Prices for the redenption dates |isted above

i mredi ately preceding and succeedi ng such redenption date. See page 12-13 of the PCS.

SPECI AL REDEMPTI ON: The Series 2019A Bonds are subject to special redenption from
unexpended proceeds of the Series 2019A Bonds, Mrtgage Loan Principal Prepaynents and

Excess Revenues as descri bed on pages 4-12 of the PCS.

Proj ected Wi ghted Average Life (in Years)

Prem um PAC  Prem um PAC
Ter m Bonds Ter m Bonds

Due Due
SI FMA Ter m Bonds Ter m Bonds Ter m Bonds Ter m Bonds 03/01/2050 03/01/2050

Pr epaynent Due Due Due Due (Opt. Call (Opt. Call
Model 09/ 01/ 2034 09/ 01/ 2039 09/ 01/ 2044 09/ 01/2049 Not Exercised) Exercised)
0% 13.3 17.8 22.8 27.9 17.3 8.3

50% 13.3 17.8 22.3 24.9 8.6 6.8

75% 13.0 17.3 20.4 21.7 6.7 6.1
100% 8.9 16. 4 18.6 19.3 5.9 5.6
125% 3.6 15.3 16.9 17.3 5.9 5.6
150% 2.6 13.7 14.9 15.0 5.9 5.6
175% 2.2 12. 3 13.0 13.1 5.9 5.6
200% 1.9 11.0 11.5 11.5 5.9 5.6
300% 1.5 7.2 7.2 7.2 5.9 5.6
400% 1.3 4.8 4.8 4.8 5.9 5.6
500% 1.2 4.7 4.7 4.7 4.4 4.3
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By Lot Sinking Fund Schedul e

2034 Term Bond

03/ 01/ 2031
09/ 01/ 2031
03/ 01/ 2032
09/ 01/ 2032

03/ 01/ 2033
09/ 01/ 2033
03/ 01/ 2034
09/ 01/ 2034

1, 220M
1, 240M
1, 265M
1, 280M

1, 290M
1, 315M
1, 335M
1, 360M

By Lot Sinking Fund

2039 Ter m Bond

03/ 01/ 2035
09/ 01/ 2035
03/ 01/ 2036
09/ 01/ 2036
03/ 01/ 2037
09/ 01/ 2037
03/ 01/ 2038
09/ 01/ 2038
03/ 01/ 2039
09/ 01/ 2039

1, 395M
1, 420M
1, 455M
1, 475M
1, 505M
1, 530M
1, 555M
1, 585M
1, 620M
1, 655M

By Lot Sinking Fund

2044 Ter m Bond

03/ 01/ 2040
09/ 01/ 2040
03/ 01/ 2041
09/ 01/ 2041
03/ 01/ 2042

09/ 01/ 2042
03/ 01/ 2043
09/ 01/ 2043
03/ 01/ 2044
09/ 01/ 2044

1, 700M
1, 735M
1, 765M
1, 800M
1, 835M

1, 875M
1, 910M
1, 955M
1, 995M
2, 040M

Schedul e

Schedul e

By Lot Sinking Fund Schedul e
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2049 Term Bond

03/ 01/ 2045 2
09/ 01/ 2045 2
03/ 01/ 2046 2
09/ 01/ 2046 2
03/ 01/ 2047 2
09/ 01/ 2047 2
03/ 01/ 2048 2
09/ 01/ 2048 2
03/ 01/ 2049 2
09/ 01/ 2049 6

By Lot Sinking

2050 Term Bond

09/ 01/ 2020
03/ 01/ 2021
09/ 01/ 2021

03/ 01/ 2022
09/ 01/ 2022
03/ 01/ 2023
09/ 01/ 2023
03/ 01/ 2024
09/ 01/ 2024
03/ 01/ 2025
09/ 01/ 2025
03/ 01/ 2026
09/ 01/ 2026
03/ 01/ 2027
09/ 01/ 2027
03/ 01/ 2028
09/ 01/ 2028
03/ 01/ 2029
09/ 01/ 2029
03/ 01/ 2030
09/ 01/ 2030
03/01/2031
09/ 01/ 2031

03/ 01/ 2032 1
09/ 01/ 2032 1
03/ 01/ 2033 1
09/ 01/ 2033 1

03/ 01/ 2034 1
09/ 01/ 2034 1

090M
135M
180M
225M
275M
320M
375M
425M
480M
080M

Fund

540M
610M
620M

635M
650M
665M
680M
695M
715M
730M
745M
765M
780M
800M
820M
835M
855M
875M
895M
915M
940M
960M
985M
005M
030M
055M
075M

095M
120M

Schedul e
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03/ 01/ 2035 1, 150M
09/ 01/ 2035 1,175M
03/ 01/ 2036 1, 200M
09/ 01/ 2036 1, 230M
03/ 01/ 2037 1, 260M
09/ 01/ 2037 1, 285M
03/ 01/ 2038 1, 315M
09/ 01/ 2038 1, 345M
03/ 01/ 2039 1, 375M
09/ 01/ 2039 1, 395M
03/ 01/ 2040 1, 435M
09/ 01/ 2040 1,470M
03/ 01/ 2041 1, 505M
09/ 01/ 2041 1, 540M
03/ 01/ 2042 1, 575M
09/ 01/ 2042 1, 610M
03/ 01/ 2043 1, 650M
09/ 01/ 2043 1, 685M
03/01/2044 1,725M
09/01/2044 1, 765M
03/ 01/ 2045 1, 810M
09/ 01/ 2045 1, 850M

03/ 01/ 2046 1, 895M
09/ 01/ 2046 1, 935M
03/ 01/ 2047 1, 980M
09/ 01/ 2047 2,030M
03/ 01/ 2048 2,075M
09/ 01/ 2048 2,125M
03/ 01/ 2049 2,175M
09/ 01/ 2049 1, 225M
03/ 01/ 2050 1, 000M

* - APPROXI MATE SUBJECT TO CHANGE

TABLE OF PRQIECTED WEI GHTED AVERAGE LI FE DATA AT VARI QUS PREPAYMENT SPEEDS*
(PCS Appendi x G

Prem um PAC Prem um PAC

Term Bonds Ter m Bond

Due Due
SPD of MIG Ter m Bonds Ter m Bonds Ter m Bonds Ter m Bonds 3/ 1/ 2050 3/ 1/ 2050
LOANS (SI FMA) Due 9/1/2034 Due 9/1/2039 Due 9/1/2044 De 9/1/2049 (Opt. Call (Opt. Call
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Not Exerci sed) Exercised)

0% Avg Life
Avg My Date
1st Redenption
Last Redenption

50% Avg Life
Avg My Date

1st Redenption
Last Redenption

75% Avg Life
Avg My Date
1st Redenption

13.3

12/ 15/ 2032

3/1/2031
9/ 1/ 2034

13.3

12/ 15/ 2032

3/1/ 2031
9/ 1/ 2034

13.0
9/ 10/ 2032
3/1/2031

Last Redenption 10/1/2033

100% Avg Life
Avg My Date
1st Redenption
Last Redenption

125% Avg Life

Avg My Date
1st Redenption
Last Redenption

150% Avg Life
Avg My Date

1st Redenption
Last Redenption

175% Avg Life
Avg My Date
1st Redenption

8.9
7/ 13/ 2028
1/1/ 2020
8/ 1/ 2031

4/ 19/ 2023
1/ 1/ 2020
4/ 1/ 2026

2.6

3/ 17/ 2022

1/ 1/ 2020

7/ 1/ 2023

2.2

10/ 27/ 2021

1/ 1/ 2020

Last Redenption 11/1/2022

17.8
6/ 28/ 2037
3/ 1/ 2035
9/ 1/ 2039

17.8
6/ 23/ 2037

3/ 1/ 2035
9/ 1/ 2039

17.3
12/ 11/ 2036
10/ 1/ 2033

9/ 1/ 2039

16. 4
1/ 26/ 2036
8/ 1/ 2031
9/ 1/ 2039

15.3

12/ 18/ 2034
4/ 1/ 2026
9/ 1/ 2039

13.7
5/ 14/ 2033

7/ 1/ 2023
9/ 1/ 2039

12.3
12/ 20/ 2031
11/ 1/ 2022
9/ 1/ 2039

22.8

6/ 30/ 2042
3/ 1/ 2040
9/ 1/ 2044

22.3
11/ 28/ 2041

10/ 1/ 2037
9/ 1/ 2044

20.4
1/ 26/ 2040
10/ 1/ 2033

9/ 1/ 2044

18.6
4/ 8/ 2038
8/ 1/ 2031
9/ 1/ 2044

16.9

7/ 11/ 2036
4/ 1/ 2026
9/ 1/ 2044

14.9
7/ 8/ 2034

711/ 2023
9/ 1/ 2044

13.0
9/ 13/ 2032
11/ 1/ 2022
1/ 1/ 2044

27.9
8/ 5/ 2047
3/ 1/ 2045
5/ 1/ 2049

24.9
71 4/ 2044

10/ 1/ 2037
2/ 1/ 2048

21.7
5/ 26/ 2041
10/ 1/ 2033

2/ 1/ 2047

19.3
12/ 17/ 2038
8/ 1/ 2031
4/ 1/ 2046

17.3

12/ 6/ 2036
4/ 1/ 2026
9/ 1/ 2045

15.0
8/ 28/ 2034

711/ 2023
11/ 1/ 2044

13.1
9/ 15/ 2032
11/ 1/ 2022
1/ 1/ 2044

23

17.3
12/ 26/ 2036
1/ 1/ 2020
3/ 1/ 2048

8.6
4/ 9/ 2028

1/ 1/ 2020
10/ 1/ 2037

6.7
4/ 27/ 2026
1/ 1/ 2020

2/ 1/ 2033

5.9
8/ 3/ 2025
1/ 1/ 2020
11/ 1/ 2032

8/ 2/ 2025
1/ 1/ 2020
11/ 1/ 2032

5.9
8/ 2/ 2025

1/ 1/ 2020
11/ 1/ 2032

59
8/ 2/ 2025
1/1/ 2020
11/1/2032

8.3

11/ 28/ 2027

1/ 1/ 2020
9/ 1/ 2028

6.8

6/ 12/ 2026

1/ 1/ 2020

9/ 1/ 2028

6.1
9/ 29/ 2025

1/ 1/ 2020

9/ 1/ 2028

5.6
4/ 12/ 2025
1/1/ 2020
9/ 1/ 2028

4/ 12/ 2025
1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025

1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025
1/ 1/ 2020
9/ 1/ 2028



200% Avg Life
Avg My Date
1st Redenption
Last Redenption

300% Avg Life

Avg My Date
1st Redenption
Last Redenption

400% Avg Life
Avg My Date
1st Redenption

Last Redenption

500% Avg Life
Avg My Date
1st Redenption
Last Redenption

Order period until

Pl ease use El ectronic O der

1.9
8/ 7/ 2021
1/ 1/ 2020
5/ 1/ 2022

3/ 3/ 2021
1/ 1/ 2020
9/ 1/ 2021

1.3

12/ 25/ 2020

1/ 1/ 2020

6/ 1/ 2021

1.2

11/11/ 2020

1/ 1/ 2020
4/ 1/ 2021

11.0
8/ 30/ 2030
5/ 1/ 2022
9/ 1/ 2039

11/ 1/ 2026
9/ 1/ 2021
9/ 1/ 2039

4.8
6/ 12/ 2024
6/ 1/ 2021

7/ 1/ 2038

4.7

5/ 18/ 2024 5/10/ 2024

4/ 1/ 2021
8/ 1/ 2034

today 4:00 PM Eastern,

Entry to enter orders or call

11.5 11.5
2/ 26/ 2031 2/ 13/ 2031
5/ 1/ 2022 5/ 1/ 2022
3/ 1/ 2043 3/ 1/ 2043
7.2 7.2

11/ 20/ 2026 11/ 14/ 2026

9/ 1/ 2021 9/ 1/ 2021
4/ 1/ 2040 4/ 1/ 2040
4.8 4.8
6/11/2024  6/6/2024
6/ 1/ 2021 6/ 1/ 2021
8/ 1/ 2038 7/ 1/ 2038
4.7 4.7
5/ 9/ 2024
4/ 1/ 2021 4/ 1/ 2021
8/ 1/ 2034 8/ 1/ 2034
Tuesday, 07/16/19.

(212)

5.9
8/ 2/ 2025
1/1/ 2020
11/ 1/ 2032

8/ 2/ 2025
1/ 1/ 2020
11/ 1/ 2032

5.9
8/ 2/ 2025
1/ 1/ 2020

11/1/2032

4.4

1/ 9/ 2024

1/ 1/ 2020
3/ 1/ 2033

834- 7155.

5.6
4/ 12/ 2025
1/1/ 2020
9/ 1/ 2028

4/ 12/ 2025
1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025
1/ 1/ 2020

9/ 1/ 2028

4.3
11/ 28/ 2023
1/ 1/ 2020
9/ 1/ 2028

The managers reserve the right to termnate or extend the order period prior to or |later

than the above-nentioned tinme and date and to confirm bonds at their discretion.

PRI ORI TY OF ORDERS AS FOLLOWS:

1. Texas Retail

2. National

The conpliance addendum MSRB Rule G 11 wi ||

Ret ai |

apply.

kkhkkkhkkhkkhkkhkkhkkhkkhkhkhkhkhkhkhkhkhkhkhkhkhkhkkhkhkhkhkkhkhkhkhkhkhkhkhkhkhkkhkkhkhkkhkkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkkhkkkkkkkkkkkkkkkkkk*x*%x

A Prelimnary Blue Sky Survey or

Menorandum i s avai |l abl e upon request.

kkhkkkhkkhkkhkkhkkhkkhkkhkkhkhkhkhkhkhkhkhkhkhkhkhkhkkhkkhkhkhkkhkhkhkkhkkhkkhkhkhkhkhkkhkkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkkhkkkkkkkkkkkkkkkkkk*x*%x

Pursuant to MSRB Rule G 11, all

if they are submtting an order for their own account,

syndi cat e nenbers nust

account to thenselves or to any other syndicate nenber.
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Delivery is firmfor Tuesday, August 27, 2019.

This issue is book entry only. This issue is clearing through DTC.

J.P. Morgan Securities LLC

Jefferies LLC

Pi per Jaffray & Co

Ramirez & Co., Inc.

RBC Capital Markets

By: J.P. Morgan Securities LLC New York, NY

Tuesday, July 16, 2019 9: 30AM

kkhkkkhkkhkkhkkhkkhkkhkkhkkhkkhkhkkhkhkhkhkhkhkkhkhkhkhkkhkkhkhkkhkhkhkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkkkkhkkkkkkkkkkkkkkkk*x*x
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Tuesday, July 16, 2019 1: 40PM

MSS Wre #129837 ==

Prelimnary Pricing Wre

MBS Master Message #4505629
TO J.P. Mdrgan Securities LLC

(Manager)

RE: $ 165, 660, 000*

TEXAS DEPARTMENT OF HOUSI NG AND COMMUNI TY AFFAI RS

Single Fam |y Mrtgage Revenue Bonds

2019 Series A

WE HAVE A RELEASE. ORDERS UNTIL 3: 00PM ET.

POS LINK: http:/ww. nuni os. conl i / PDK3QPMBGaL3

MOODY' S:  Aaa S&P:  AA+

DATED: 08/ 27/ 2019 FI RST COUPON: 03/ 01/ 2020

DUE: 03/01 & 09/01

ADD L

TAKEDOMWN
MATURI TY  BALANCE  AMOUNT* COUPON

09/ 01/ 2020 880M 880M 1.25%
03/01/2021 950M 950M 1. 35%
09/ 01/ 2021 885M 965M 1.40%
03/ 01/ 2022 NMO 975M 1.45%
09/ 01/ 2022 470M 985M 1.50%
03/01/2023 995M 995M 1.55%
09/ 01/ 2023 NMO 1, 005M 1.60%
03/01/2024 NMO 1, 015M 1. 60%
09/01/2024 NMO 1, 025M 1.65%
03/ 01/ 2025 NMO 1, 040M 1.70%
09/ 01/ 2025 NMO 1, 055M 1. 75%
03/01/2026 NMO 1, 065M 1.85%
09/ 01/ 2026 NMO 1,075M 1.95%
03/01/2027 NMO 1, 085M 2. 00%
09/01/2027 NMO 1, 090M 2. 05%
03/01/2028 NMO 1, 105M 2.15%
09/01/2028 NMO 1, 120M 2.20%

FITCH NR

PRICE ( Pts )

100.
100.
100.
100.
100.
100.
100.
100.
100.
100.
100.
100.
100.
100.
100.

100.
100.

00
00
00
00
00
00
00
00
00
00
00
00
00
00
00

00
00

1/ 4
3/8
3/8
3/8
3/8
1/2
1/2
1/2
1/2
1/2
1/2
5/8
5/ 8
5/8
5/8

5/8

5/8
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03/ 01/ 2029 NMO 1, 140M 2.25% 100.00 5/ 8

09/01/2029 NMO 1, 155M 2.30% 100.00 5/8
03/01/2030 NMO 1, 175M 2.35% 100.00 5/8
09/01/2030 NMO 1, 185M 2.40% 100.00 5/8
09/ 01/ 2034 10, 305M 10, 305M 2.70% 100. 00 5/8
09/ 01/ 2039 15, 160M 15, 195M 3. 375% 3.10 5/8

(Approx. $ Price PTC 09/01/2028 102. 147 Approx. YTM 3.228)

09/ 01/ 2044 15, 535M 18, 610M 3.625% 3.35 5/8
(Approx. $ Price PTC 09/01/2028 102.123 Approx. YTM 3. 497)

09/ 01/ 2049 20, 000M 26, 585M 3. 75% 3.45 5/8

(Approx. $ Price PTC 09/01/2028 102.306 Approx. YTM 3.623)

03/01/2050 72, 880M 72, 880M 4. 00% 2.00 0. 575
(Approx. $ Price 110.974)
(PAC) Average Life: 5.9 years from 100% 400% WAL (Optional Call Not Exercised)

CALL FEATURES: Optional call in 09/01/2028 @ 100.00

EXCEPT OPTI ONAL REDEMPTI ON OF THE PREM UM PAC BONDS DUE 3/ 1/2050. The Prem um PAC Term
Bonds are subject to redenption prior to maturity, in whole or in part at any tinme and
fromtine to time, on and after Septenber 1, 2028, at the option of the Departnent after
giving notice as provided in the Trust Indenture, at the Redenption Prices set forth bel ow
(expressed as a percentage of the principal anbunt to be redeened), in each case together

with interest accrued thereon to the redenpti on date:

Redenpti on Date Redenption Price
Sept enber 1, 2028 103. 357%
March 1, 2029 103. 055%
Sept enber 1, 2029 102. 724%
March 1, 2030 102. 356%
Sept ember 1, 2030 101. 942%
March 1, 2031 101. 538%
Septenber 1, 2031 101. 105%
March 1, 2032 100. 639%

October 1, 2032 and thereafter 100.000%
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See pages 12-13 of the PCS.

If the Prem um PAC Term Bonds are redeened on a date other than a redenption date |isted
above, the Redenption Price, as of such redenption date, will be determ ned by straight-
line interpolation between the Redenption Prices for the redenption dates |isted above

i mredi ately preceding and succeedi ng such redenption date. See page 12-13 of the PCS.

SPECI AL REDEMPTI ON:  The Series 2019A Bonds are subject to special redenption from

unexpended proceeds of the Series 2019A Bonds, Mrtgage Loan Principal Prepaynents and

Excess Revenues as descri bed on pages 4-12 of the PCS.

Proj ected Wi ghted Average Life (in Years)

Prem um PAC  Prem um PAC

Ter m Bonds Ter m Bonds

Due Due

SI FMA Ter m Bonds Ter m Bonds Ter m Bonds Ter m Bonds 03/01/2050 03/01/2050

Pr epaynent Due Due Due Due (Opt. Call (Opt. Call
Model 09/ 01/ 2034 09/ 01/ 2039 09/ 01/ 2044 09/ 01/ 2049 Not Exercised) Exercised)
0% 13.3 17.8 22.8 27.8 17.3 8.3

50% 13.3 17.8 22.3 24.9 8.6 6.8

75% 13.0 17.3 20. 4 21.8 6.7 6.1
100% 8.9 16. 4 18.6 19.3 5.9 5.6
125% 3.6 15.3 16.9 17.3 5.9 5.6
150% 2.6 13.7 14.9 15.0 5.9 5.6
175% 2.2 12. 3 13.0 13.1 5.9 5.6
200% 1.9 11.0 11.5 11.5 5.9 5.6
300% 1.5 7.2 7.2 7.2 5.9 5.6
400% 1.3 4.8 4.8 4.8 5.9 5.6
500% 1.2 4.7 4.7 4.7 4.4 4.3

By Lot Sinking Fund Schedul e

2034 Term Bond

03/ 01/ 2031 1, 220M
09/ 01/ 2031 1, 240M
03/ 01/ 2032 1, 265M

09/ 01/ 2032 1, 280M
28



03/ 01/ 2033
09/ 01/ 2033
03/ 01/ 2034
09/ 01/ 2034

1, 290M
1, 315M
1, 335M
1, 360M

By Lot Sinking Fund

2039 Ter m Bond

03/ 01/ 2035
09/ 01/ 2035
03/ 01/ 2036
09/ 01/ 2036
03/ 01/ 2037
09/ 01/ 2037
03/ 01/ 2038
09/ 01/ 2038
03/ 01/ 2039
09/ 01/ 2039

1, 395M
1, 420M
1, 455M
1, 475M
1, 505M
1, 530M
1, 555M
1, 585M
1, 620M
1, 655M

By Lot Sinking Fund

2044 Ter m Bond

03/ 01/ 2040
09/ 01/ 2040
03/ 01/ 2041
09/ 01/ 2041
03/ 01/ 2042
09/ 01/ 2042
03/ 01/ 2043
09/ 01/ 2043
03/ 01/ 2044

09/ 01/ 2044

1, 700M
1, 735M
1, 765M
1, 800M
1, 835M
1, 875M
1,910M
1, 955M
1, 995M

2, 040M

By Lot Sinking Fund

2049 Term Bond

03/ 01/ 2045
09/ 01/ 2045
03/ 01/ 2046
09/ 01/ 2046
03/ 01/ 2047
09/ 01/ 2047
03/ 01/ 2048

2, 350M
2, 395M
2, 440M
2, 485M
2, 535M
2,580M
2, 635M

Schedul e

Schedul e

Schedul e
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09/ 01/ 2048
03/ 01/ 2049
09/ 01/ 2049

2, 685M
2, 740M
3, 740M

By Lot Sinking Fund

2050 Term Bond

09/ 01/ 2020
03/ 01/ 2021
09/ 01/ 2021
03/ 01/ 2022
09/ 01/ 2022
03/ 01/ 2023
09/ 01/ 2023

03/ 01/ 2024
09/ 01/ 2024
03/ 01/ 2025
09/ 01/ 2025
03/ 01/ 2026
09/ 01/ 2026
03/ 01/ 2027
09/ 01/ 2027
03/ 01/ 2028
09/ 01/ 2028
03/ 01/ 2029
09/ 01/ 2029
03/ 01/ 2030
09/ 01/ 2030
03/01/2031
09/ 01/ 2031
03/ 01/ 2032
09/ 01/ 2032
03/01/ 2033
09/ 01/ 2033
03/ 01/ 2034
09/ 01/ 2034
03/ 01/ 2035
09/ 01/ 2035

03/ 01/ 2036
09/ 01/ 2036
03/ 01/ 2037
09/ 01/ 2037
03/ 01/ 2038
09/ 01/ 2038
03/ 01/ 2039

540M
610M
620M
635M
650M
665M
680M

695M
715M
730M
745M
765M
780M
800M
820M
835M
855M
875M
895M
915M
940M
960M
985M
1, 005M
1, 030M
1, 055M
1, 075M
1, 095M
1,120M
1, 150M
1, 175M

1, 200M
1, 230M
1, 260M
1, 285M
1, 315M
1, 345M
1, 375M

Schedul e
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09/ 01/ 2039 1, 395M
03/ 01/ 2040 1, 435M
09/ 01/ 2040 1,470M
03/ 01/ 2041 1, 505M
09/ 01/ 2041 1, 540M
03/ 01/ 2042 1, 575M
09/ 01/ 2042 1, 610M
03/ 01/ 2043 1, 650M
09/ 01/ 2043 1, 685M
03/01/2044 1,725M
09/01/2044 1, 765M
03/ 01/ 2045 1, 810M
09/ 01/ 2045 1, 850M
03/ 01/ 2046 1, 895M
09/ 01/ 2046 1, 935M
03/ 01/ 2047 1, 980M
09/ 01/ 2047 2,030M

03/ 01/ 2048 2,075M
09/ 01/ 2048 2,125M
03/ 01/ 2049 2,175M
09/ 01/ 2049 1, 225M
03/ 01/ 2050 1, 000M

* - APPROXI MATE SUBJECT TO CHANGE

TABLE OF PRQIECTED WEI GHTED AVERAGE LI FE DATA AT VARI QUS PREPAYMENT SPEEDS*
(PCS Appendi x G

Prem um PAC Prem um PAC

Term Bonds Ter m Bond

Due Due
SPD of MIG Ter m Bonds Ter m Bonds Ter m Bonds Ter m Bonds 3/ 1/ 2050 3/ 1/ 2050
LOANS (SIFMA) Due 9/1/2034 Due 9/1/2039 Due 9/1/2044 De 9/1/2049 (Opt. Call (Opt. Call

Not Exerci sed) Exercised)
0% Avg Life 13.3 17.8 22.8 27.8 17.3 8.3

Avg My Date 12/ 15/ 2032  6/28/ 2037 6/30/2042 6/ 26/ 2047  12/26/ 2036 11/ 28/ 2027

1st Redenption 3/1/2031 3/ 1/ 2035 3/ 1/ 2040 3/ 1/ 2045 1/ 1/ 2020 1/ 1/ 2020
Last Redenption 9/ 1/ 2034 9/ 1/ 2039 9/ 1/ 2044 5/ 1/ 2049 3/ 1/ 2048 9/ 1/ 2028
50% Avg Life 13.3 17.8 22.3 24.9 8.6 6.8
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Avg My Date 12/ 15/ 2032
1st Redenption 3/ 1/ 2031

Last Redenption 9/1/2034

75% Avg Life 13.0
Avg My Date 9/ 10/ 2032
1st Redenption 3/1/ 2031
Last Redenption 10/ 1/2033

100% Avg Life 8.9
Avg My Date 7/ 13/ 2028
1st Redenption 1/ 1/ 2020
Last Redenption 8/1/2031

125% Avg Life 3.6
Avg My Date 4/ 19/ 2023

1st Redenption 1/1/2020
Last Redenption 4/1/2026

150% Avg Life 2.6
Avg My Date 3/ 17/ 2022
1st Redenption 1/1/2020

Last Redenption 7/1/2023

175% Avg Life 2.2
Avg My Date 10/ 27/ 2021
1st Redenption 1/1/2020
Last Redenption 11/1/2022

200% Avg Life 1.9

Avg My Date 8/ 7/ 2021

1st Redenption 1/ 1/ 2020
Last Redenption 5/1/2022

300% Avg Life 1.5
Avg My Date 3/3/ 2021

6/ 23/ 2037 11/ 28/ 2041
3/1/2035 10/1/2037

9/1/2039  9/1/2044

17.3 20.4
12/ 11/ 2036 1/26/ 2040
10/ 1/ 2033 10/ 1/ 2033
9/ 1/ 2039 9/ 1/ 2044

16. 4 18.6
1/ 26/ 2036 4/ 8/ 2038
8/ 1/ 2031 8/ 1/ 2031
9/ 1/ 2039 9/ 1/ 2044

15.3 16.9
12/ 18/ 2034 7/11/ 2036

4/ 1/ 2026 4/ 1/ 2026
9/ 1/ 2039 9/ 1/ 2044

13.7 14.9
5/ 14/ 2033 7/8/2034
7/ 1/ 2023 7/ 1/ 2023

9/1/2039  9/1/2044

12.3 13.0
12/ 20/ 2031 9/13/2032
11/1/ 2022 11/1/2022

9/ 1/ 2039 1/ 1/ 2044

11.0 11.5

8/ 30/ 2030 2/ 26/ 2031

5/ 1/ 2022 5/ 1/ 2022
9/ 1/ 2039 3/ 1/ 2043

7.2 7.2
11/ 1/ 2026 11/ 20/ 2026

717/ 2044
10/ 1/ 2037

2/ 1/ 2048

21.8
5/ 27/ 2041
10/ 1/ 2033
2/ 1/ 2047

19.3
12/ 18/ 2038
8/ 1/ 2031
4/ 1/ 2046

17.3
12/ 5/ 2036

4/ 1/ 2026
9/ 1/ 2045

15.0
8/ 28/ 2034
7/ 1/ 2023

11/ 1/ 2044

13.1
9/ 15/ 2032
11/ 1/ 2022
1/ 1/ 2044

11.5

2/ 13/ 2031
5/ 1/ 2022
3/ 1/ 2043

7.2

11/ 14/ 2026
32

4/ 9/ 2028
1/ 1/ 2020

10/ 1/ 2037

6.7
4/ 27/ 2026
1/1/ 2020
2/ 1/ 2033

5.9
8/ 3/ 2025
1/ 1/ 2020
11/ 1/ 2032

5.9
8/ 2/ 2025

1/ 1/ 2020
11/ 1/ 2032

5.9
8/ 2/ 2025
1/ 1/ 2020

11/1/2032

59
8/ 2/ 2025
1/ 1/ 2020
11/1/2032

5.9

8/ 2/ 2025

1/1/ 2020
11/ 1/ 2032

5.9
8/ 2/ 2025

6/ 12/ 2026
1/ 1/ 2020

9/ 1/ 2028

6.1
9/ 29/ 2025

1/ 1/ 2020

9/ 1/ 2028

5.6
4/ 12/ 2025
1/1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025

1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025
1/ 1/ 2020

9/ 1/ 2028

5.6
4/ 12/ 2025
1/ 1/ 2020
9/ 1/ 2028

5.6

4/ 12/ 2025

1/1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025



1st Redenption 1/ 1/ 2020 9/ 1/ 2021 9/ 1/ 2021 9/ 1/ 2021 1/ 1/ 2020 1/ 1/ 2020

Last Redenption 9/1/2021 9/ 1/ 2039 4/ 1/ 2040 4/ 1/ 2040 11/ 1/ 2032 9/ 1/ 2028
400% Avg Life 1.3 4.8 4.8 4.8 5.9 5.6
Avg My Date 12/ 25/ 2020 6/ 12/ 2024 6/ 11/ 2024 6/ 6/ 2024 8/ 2/ 2025 4/ 12/ 2025
1st Redenption 1/ 1/ 2020 6/ 1/ 2021 6/ 1/ 2021 6/ 1/ 2021 1/ 1/ 2020 1/ 1/ 2020
Last Redenption 6/1/2021 7/ 1/ 2038 8/ 1/ 2038 7/ 1/ 2038 11/ 1/ 2032 9/ 1/ 2028
500% Avg Life 1.2 4.7 4.7 4.7 4.4 4.3
Avg My Date 11/11/ 2020 5/ 18/ 2024 5/10/ 2024  5/9/2024 1/ 9/ 2024 11/ 28/ 2023
1st Redenption 1/ 1/ 2020 4/ 1/ 2021 4/ 1/ 2021 4/ 1/ 2021 1/ 1/ 2020 1/ 1/ 2020
Last Redenption 4/1/2021 8/ 1/ 2034 8/ 1/ 2034 8/ 1/ 2034 3/ 1/ 2033 9/ 1/ 2028

Order period until today 3:00 PM Eastern, Tuesday, 07/16/19.

Pl ease use Electronic Order Entry to enter orders or call (212) 834-7155.

The managers reserve the right to termnate or extend the order period prior to or |later
than the above-nentioned tine and date and to confirmbonds at their discretion.

PRI ORI TY OF ORDERS AS FOLLOWS:

1. Net Designated

(Exception: |If an investor is affiliated with a syndicate nmenber and that syndicate
menber may not be conpensated for the investor's order, the investor will not be
required to designate that syndicate nenber.)

2. Menber

PRI ORI TY PCLI CY:

At least 3 firn(s) nust be designated.

No firmnay receive nore than 60.00% of any designation.

Each desi gnee nust receive a mninum of 10.00% for each priority order.

The Seni or Manager will pay out all designations.

The Seni or Manager requests the identification of all priority orders at the time the

orders are entered.
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There are to be no soft-dollar designations.

The conpliance addendum MSRB Rule G 11 will apply.

R R R R R R R R

A Prelimnary Blue Sky Survey or Menorandumis avail abl e upon request.
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Pursuant to MSRB Rule G 11, all syndicate nenbers nust informJ.P. Mrgan Securities LLC
if they are submtting an order for their own account, an affiliated account or a related

account to thenselves or to any other syndicate nenber.

khkhkhkhkhkhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhhkhhhkhkhhhhhhhhhhkhkhkhkhkhkhkhkkhkhkhkhkhkhkhkhkhkhkhkhkhkkhkkkkkk*kkk**x*x*%

Delivery is firmfor Tuesday, August 27, 2019.

This issue is book entry only. This issue is clearing through DTC.

J.P. Morgan Securities LLC

Jefferies LLC

Pi per Jaffray & Co

Ramirez & Co., Inc.

RBC Capital Markets

By: J.P. Morgan Securities LLC New York, NY

Tuesday, July 16, 2019 1: 40PM

kkhkkkhkkhkkhkkhkkhkkhkhkhkhkhkhkhkhkhkhkhkhkkhkhkhkkhkhkhkhkhkhkhkhkkhkkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkkkhkkkkkkkkkkkkkkkkk*x*%x

34



LR R R R R R R

Tuesday, July 16, 2019 4: 35PM

MSS Wre #129872 ==

Repricing Wre

MBS Master Message #4505982
TO J.P. Mdrgan Securities LLC

(Manager)

RE: $ 165, 660, 000*

TEXAS DEPARTMENT OF HOUSI NG AND COMMUNI TY AFFAI RS

Single Fam |y Mrtgage Revenue Bonds

2019 Series A

WE HAVE RECEI VED THE VERBAL AWARD.

PLEASE NOTE CHANGES BELOW

ALL ORDERS W LL BE CONSI DERED GOOD UNLESS WE HEAR FROM YOU BY 5: 00PM ET.

PGS LINK: http:/ww. nuni os. con i / PDK3QPMBGaL3

MOODY' S:  Aaa S&P:  AA+

DATED: 08/ 27/ 2019 FI RST COUPON: 03/ 01/ 2020

DUE: 03/01 & 09/01

ADD L

TAKEDOMWN

MATURI TY AMOUNT* COUPON PRICE ( Pts )
09/ 01/ 2020 880M 1.25% 100. 00 1/ 4
09/ 01/ 2021 1, 915M 1.40% 100. 00 3/8
03/ 01/ 2022 975M 1.45% 100. 00 3/8
09/ 01/ 2022 985M 1.50% 100. 00 3/8
03/ 01/ 2023 995M 1.55% 100. 00 1/2
09/ 01/ 2023 1, 005M 1.60% 100. 00 1/2
03/ 01/ 2024 1, 015M 1.60% 100. 00 1/2
09/ 01/ 2024 1, 025M 1.65% 100. 00 1/2
03/ 01/ 2025 1, 040M 1.70% 100. 00 1/2
09/ 01/ 2025 1, 055M 1.75% 100. 00 1/2
03/ 01/ 2026 1, 065M 1.85% 100. 00 5/ 8
09/ 01/ 2026 1, 075M 1.95% 100. 00 5/8

FI TCH: NR
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03/ 01/ 2027 1, 085M 2.00% 100.00 5/ 8

09/ 01/ 2027 1, 090M 2.05% 100.00 5/8
03/ 01/ 2028 1, 105M 2.15% 100.00 5/ 8
09/ 01/ 2028 1,120M 2.20% 100.00 5/ 8
03/ 01/ 2029 1, 140M 2.25% 100.00 5/8
09/ 01/ 2029 1, 155M 2.30% 100.00 5/ 8
03/ 01/ 2030 1,175M 2.35% 100. 00 5/ 8
09/ 01/ 2030 1, 185M 2.40% 100.00 5/8
09/ 01/ 2034 10, 305M 2.70% 100.00 5/ 8
09/ 01/ 2039 15, 195M 3.375% 3.06 5/ 8

(Approx. $ Price PTC 09/01/2028 102. 464 Approx. YTM 3.207)

09/ 01/ 2044 18, 610M 3.625% 3.31 5/ 8
(Approx. $ Price PTC 09/01/2028 102.436 Approx. YTM 3.478)

09/ 01/ 2049 26, 585M 3. 75% 3.40 5/ 8
(Approx. $ Price PTC 09/01/2028 102.696 Approx. YTM 3.602)

03/ 01/ 2050 72, 880M 4. 00% 1.96 0.575
(Approx. $ Price 111.210)
(PAC) Average Life: 5.9 years from 100% 400% WAL (Optional Call Not Exercised)

CALL FEATURES: Optional call in 09/01/2028 @ 100.00

EXCEPT OPTI ONAL REDEMPTI ON OF THE PREM UM PAC BONDS DUE 3/1/2050. The Prenium PAC Term

Bonds are subject to redenption prior to naturity, in whole or in part at any tine and
fromtine to time, on and after Septenber 1, 2028, at the option of the Departnent after
giving notice as provided in the Trust Indenture, at the Redenption Prices set forth bel ow
(expressed as a percentage of the principal anpbunt to be redeened), in each case together

with interest accrued thereon to the redenpti on date:

Redenpti on Date Redenption Price
Sept ember 1, 2028 103. 357%
March 1, 2029 103. 055%
Sept ember 1, 2029 102. 724%
March 1, 2030 102. 356%
Sept enber 1, 2030 101. 942%
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March 1, 2031 101. 538%
Septenber 1, 2031 101. 105%
March 1, 2032 100. 639%
Cctober 1, 2032 and thereafter 100.000%

See pages 12-13 of the PCS.

If the Prem um PAC Term Bonds are redeened on a date other than a redenption date |listed

above, the Redenption Price, as of such redenption date, will be determ ned by straight-
line interpol ati on between the Redenption Prices for the redenption dates |isted above

i medi atel y precedi ng and succeedi ng such redenption date. See page 12-13 of the PCS.

SPECI AL REDEMPTI ON:  The Series 2019A Bonds are subject to special redenption from
unexpended proceeds of the Series 2019A Bonds, Mortgage Loan Principal Prepaynents and

Excess Revenues as descri bed on pages 4-12 of the PCS.

Projected Weighted Average Life (in Years)

Premi um PAC  Prenium PAC

Ter m Bonds Ter m Bonds

Due Due

S| FMA Ter m Bonds Ter m Bonds Ter m Bonds Ter m Bonds 03/01/2050 03/01/2050

Pr epaynent Due Due Due Due (Opt. Call (Opt. Call
Model 09/ 01/ 2034 09/ 01/ 2039 09/ 01/ 2044 09/ 01/ 2049 Not Exercised) Exercised)
0% 13.3 17.8 22.8 27.8 17.3 8.3

50% 13.3 17.8 22.3 24.9 8.6 6.8

75% 13.0 17.3 20.4 21.8 6.7 6.1
100% 8.9 16. 4 18.6 19.3 5.9 5.6
125% 3.6 15.3 16.9 17.3 5.9 5.6
150% 2.6 13.7 14.9 15.0 5.9 5.6
175% 2.2 12.3 13.0 13.1 5.9 5.6
200% 1.9 11.0 11.5 11.5 5.9 5.6
300% 1.5 7.2 7.2 7.2 5.9 5.6
400% 1.3 4.8 4.8 4.8 5.9 5.6
500% 1.2 4.7 4.7 4.7 4.4 4.3

Si nki ng Fund Schedul e
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2021 Term Bond

03/ 01/ 2021
09/ 01/ 2021

950M
965M

By Lot Sinking Fund Schedul e

2034 Ter m Bond

03/01/2031
09/ 01/ 2031
03/ 01/ 2032
09/ 01/ 2032
03/ 01/ 2033
09/ 01/ 2033
03/ 01/ 2034
09/ 01/ 2034

1, 220M
1, 240M
1, 265M
1, 280M
1, 290M
1, 315M
1, 335M
1, 360M

By Lot Sinking Fund

2039 Term Bond

03/ 01/ 2035
09/ 01/ 2035
03/ 01/ 2036
09/ 01/ 2036
03/ 01/ 2037
09/ 01/ 2037
03/ 01/ 2038
09/ 01/ 2038
03/ 01/ 2039
09/ 01/ 2039

1, 395M
1, 420M
1, 455M
1, 475M
1, 505M
1, 530M
1, 555M
1, 585M
1, 620M
1, 655M

By Lot Sinking Fund

2044 Term Bond

03/ 01/ 2040
09/ 01/ 2040
03/ 01/ 2041
09/ 01/ 2041
03/ 01/ 2042
09/ 01/ 2042
03/ 01/ 2043
09/ 01/ 2043
03/ 01/ 2044
09/ 01/ 2044

1, 700M
1, 735M
1, 765M
1, 800M
1, 835M
1, 875M
1, 910M
1, 955M
1, 995M
2, 040M

Schedul e

Schedul e
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By Lot Sinking Fund Schedul e

2049 Ter m Bond

03/ 01/ 2045 2
09/ 01/ 2045 2
03/ 01/ 2046 2
09/ 01/ 2046 2
03/ 01/ 2047 2
09/ 01/ 2047 2
03/ 01/ 2048 2
09/ 01/ 2048 2
03/ 01/ 2049 2
09/01/2049 3

By Lot Sinking

2050 Ter m Bond

09/ 01/ 2020
03/01/ 2021
09/ 01/ 2021
03/ 01/ 2022
09/ 01/ 2022
03/01/ 2023
09/ 01/ 2023
03/ 01/ 2024
09/ 01/ 2024

03/ 01/ 2025
09/ 01/ 2025
03/ 01/ 2026
09/ 01/ 2026
03/ 01/ 2027
09/ 01/ 2027
03/ 01/ 2028
09/ 01/ 2028
03/ 01/ 2029
09/ 01/ 2029
03/01/ 2030
09/ 01/ 2030
03/ 01/ 2031
09/ 01/ 2031

03/ 01/ 2032 1
09/ 01/ 2032 1
03/ 01/ 2033 1

350M
395M
440M
485M
535M
580M
635M
685M
740M
740M

Fund

540M
610M
620M
635M
650M
665M
680M
695M
715M

730M
745M
765M
780M
800M
820M
835M
855M
875M
895M
915M
940M
960M
985M
005M
030M
055M

Schedul e
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09/ 01/ 2033 1,075M
03/01/2034 1, 095M
09/01/2034 1,120M
03/ 01/ 2035 1, 150M
09/ 01/ 2035 1,175M
03/ 01/ 2036 1, 200M

09/ 01/ 2036 1, 230M
03/ 01/ 2037 1, 260M
09/ 01/ 2037 1, 285M
03/ 01/ 2038 1, 315M
09/ 01/ 2038 1, 345M
03/ 01/ 2039 1, 375M
09/ 01/ 2039 1, 395M
03/ 01/ 2040 1, 435M
09/ 01/ 2040 1,470M
03/ 01/ 2041 1, 505M
09/ 01/ 2041 1, 540M
03/ 01/ 2042 1, 575M
09/ 01/ 2042 1, 610M
03/ 01/ 2043 1, 650M
09/ 01/ 2043 1, 685M
03/01/2044 1, 725M
09/01/2044 1, 765M
03/ 01/ 2045 1, 810M
09/ 01/ 2045 1, 850M
03/ 01/ 2046 1, 895M
09/ 01/ 2046 1, 935M
03/ 01/ 2047 1, 980M
09/ 01/ 2047 2,030M
03/ 01/ 2048 2,075M

09/ 01/ 2048 2,125M
03/ 01/ 2049 2,175M
09/ 01/ 2049 1, 225M
03/ 01/ 2050 1, 000M

* - APPROXI MATE SUBJECT TO CHANGE

TABLE OF PRQJECTED WEI GHTED AVERAGE LI FE DATA AT VARI QUS PREPAYMENT SPEEDS*
(PCS Appendi x G

Premi um PAC Preni um PAC

Term Bonds Ter m Bond
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Due Due
SPD of MIG

LOANS (S| FMR)

Ter m Bonds

Not Exerci sed) Exercised)

0% Avg Life
Avg My Date

1st Redenption
Last Redenption

50% Avg Life
Avg My Date
1st Redenption

Last Redenption

75% Avg Life

Avg My Date
1st Redenption

13.3

12/ 15/ 2032

3/1/ 2031
9/ 1/ 2034

13.3

12/ 15/ 2032

3/1/ 2031

9/ 1/ 2034

13.0

9/ 10/ 2032
3/1/2031

Last Redenption 10/1/2033

100% Avg Life

Avg My Date
1st Redenption
Last Redenption

125% Avg Life
Avg My Date

1st Redenption
Last Redenption

150% Avg Life
Avg My Date
1st Redenption
Last Redenption

175% Avg Life
Avg My Date

8.9

7/ 13/ 2028
1/ 1/ 2020
8/ 1/ 2031

3.6
4/ 19/ 2023

1/ 1/ 2020
4/ 1/ 2026

2.6
3/ 17/ 2022
1/ 1/ 2020
7/ 1/ 2023

2.2

10/ 27/ 2021

Ter m Bonds

17.8
6/ 28/ 2037

3/ 1/ 2035
9/ 1/ 2039

17.8
6/ 23/ 2037
3/ 1/ 2035

9/ 1/ 2039

17.3
12/ 11/ 2036
10/ 1/ 2033
9/ 1/ 2039

16. 4

1/ 26/ 2036
8/ 1/ 2031
9/ 1/ 2039

15.3
12/ 18/ 2034

4/ 1/ 2026
9/ 1/ 2039

13.7
5/ 14/ 2033
7/ 1/ 2023
9/ 1/ 2039

12.3
12/ 20/ 2031

Ter m Bonds

22.8
6/ 30/ 2042

3/ 1/ 2040
9/ 1/ 2044

22.3
11/ 28/ 2041
10/ 1/ 2037

9/ 1/ 2044

20.4
1/ 26/ 2040
10/ 1/ 2033
9/ 1/ 2044

18.6

4/ 8/ 2038
8/ 1/ 2031
9/ 1/ 2044

16.9
7/ 11/ 2036

4/ 1/ 2026
9/ 1/ 2044

14.9
7/ 8/ 2034
7/ 1/ 2023
9/ 1/ 2044

13.0
9/ 13/ 2032

Ter m Bonds

Due 9/1/2034 Due 9/1/2039 Due 9/1/2044 De 9/1/2049 (Opt.

27.8
6/ 26/ 2047

3/ 1/ 2045
5/ 1/ 2049

24.9
717/2044
10/ 1/ 2037

2/ 1/ 2048

21.8
5/ 27/ 2041
10/ 1/ 2033
2/ 1/ 2047

19.3

12/ 18/ 2038
8/ 1/ 2031
4/ 1/ 2046

17.3
12/ 5/ 2036

4/ 1/ 2026
9/ 1/ 2045

15.0
8/ 28/ 2034
7/ 1/ 2023
11/ 1/ 2044

13.1

9/ 15/ 2032
41

3/ 1/ 2050
Cal |

17.3
12/ 26/ 2036

1/ 1/ 2020
3/ 1/ 2048

8.6
4/ 9/ 2028
1/ 1/ 2020

10/ 1/ 2037

6.7
4/ 27/ 2026
1/1/ 2020
2/ 1/ 2033

8/ 3/ 2025
1/ 1/ 2020
11/ 1/ 2032

5.9
8/ 2/ 2025

1/ 1/ 2020
11/ 1/ 2032

59
8/ 2/ 2025
1/1/ 2020
11/1/2032

5.9
8/ 2/ 2025

3/ 1/ 2050

(Opt. Call

8.3
11/ 28/ 2027

1/ 1/ 2020
9/ 1/ 2028

6.8
6/ 12/ 2026
1/ 1/ 2020

9/ 1/ 2028

6.1
9/ 29/ 2025
1/1/ 2020
9/ 1/ 2028

5.6

4/ 12/ 2025
1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025

1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025
1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 12/ 2025



1st Redenption 1/1/ 2020 11/1/2022 11/1/2022 11/ 1/ 2022 1/1/ 2020 1/1/ 2020

Last Redenption 11/1/2022 9/ 1/ 2039 1/ 1/ 2044 1/ 1/ 2044 11/ 1/ 2032 9/ 1/ 2028
200% Avg Life 1.9 11.0 11.5 11.5 5.9 5.6
Avg My Date 8/ 7/ 2021 8/ 30/ 2030 2/ 26/ 2031 2/ 13/ 2031 8/ 2/ 2025 4/ 12/ 2025
1st Redenption 1/ 1/ 2020 5/ 1/ 2022 5/ 1/ 2022 5/ 1/ 2022 1/ 1/ 2020 1/ 1/ 2020
Last Redenption 5/1/2022 9/ 1/ 2039 3/ 1/ 2043 3/ 1/ 2043 11/ 1/ 2032 9/ 1/ 2028
300% Avg Life 1.5 7.2 7.2 7.2 5.9 5.6
Avg My Date 3/ 3/ 2021 11/ 1/ 2026 11/ 20/ 2026 11/ 14/ 2026 8/ 2/ 2025 4/ 12/ 2025
1st Redenption 1/ 1/ 2020 9/ 1/ 2021 9/ 1/ 2021 9/ 1/ 2021 1/ 1/ 2020 1/ 1/ 2020
Last Redenption 9/1/2021 9/ 1/ 2039 4/ 1/ 2040 4/ 1/ 2040 11/1/2032 9/ 1/ 2028
400% Avg Life 1.3 4.8 4.8 4.8 59 5.6

Avg My Date 12/ 25/ 2020 6/ 12/ 2024 6/ 11/2024  6/6/ 2024 8/ 2/ 2025 4/ 12/ 2025
1st Redenption 1/ 1/ 2020 6/ 1/ 2021 6/ 1/ 2021 6/ 1/ 2021 1/ 1/ 2020 1/ 1/ 2020
Last Redenption 6/1/2021 7/1/2038  8/1/2038 7/ 1/ 2038 11/1/2032 9/ 1/ 2028
500% Avg Life 1.2 4.7 4.7 4.7 4.4 4.3
Avg My Date 11/11/2020  5/18/2024 5/10/2024 5/9/2024 1/ 9/ 2024 11/ 28/ 2023
1st Redenption 1/ 1/ 2020 4/ 1/ 2021 4/ 1/ 2021 4/ 1/ 2021 1/1/ 2020 1/1/ 2020
Last Redenption 4/1/2021 8/ 1/ 2034 8/ 1/ 2034 8/ 1/ 2034 3/ 1/ 2033 9/ 1/ 2028

PRI ORI TY OF ORDERS AS FOLLOWG:

1. Net Designated

(Exception: |If an investor is affiliated with a syndicate nmenber and that syndicate
menber may not be conpensated for the investor's order, the investor will not be
required to designate that syndicate nenber.)

2. Menber

PRI ORI TY POLI CY:

At least 3 firn(s) nust be designated.

No firm may receive nore than 60.00% of any designation.

Each desi gnee nust receive a mninum of 10.00% for each priority order.



The Seni or Manager will pay out all designations.

The Seni or Manager requests the identification of all priority orders at the tine the

orders are entered.

There are to be no soft-dollar designations.

The conpliance addendum MSRB Rule G 11 will apply.
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A Prelimnary Blue Sky Survey or Menorandumis avail abl e upon request.
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Pursuant to MSRB Rule G 11, all syndicate nenbers nust informJ.P. Mrgan Securities LLC

if they are subnmtting an order for their own account, an affiliated account or a related

account to thenselves or to any other syndicate nenber.
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Delivery is firmfor Tuesday, August 27, 2019.

This issue is book entry only. This issue is clearing through DTC.

J.P. Morgan Securities LLC

Jefferies LLC

Pi per Jaffray & Co

Ramirez & Co., Inc.

RBC Capital Markets

By: J.P. Morgan Securities LLC New York, NY

Tuesday, July 16, 2019 4: 35PM
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Wednesday, July 17, 2019 12:39PM

MSS Wre #129930 ==

Final Pricing Wre

MBS Master Message #4506740
TO J.P. Mdrgan Securities LLC

(Manager)

RE: $ 165, 325, 000
TEXAS DEPARTMENT OF HOUSI NG AND COVMUNI TY AFFAI
Single Fam |y Mrtgage Revenue Bonds

2019 Series A

PLEASE NOTE UPDATED AWARD TI ME.

RS

WE HAVE RECEI VED THE WRI TTEN AWARD. TRADE TIME IS SET FOR 1: 15PM ET.

POS LI NK: http:/ww. nuni os. con i / PDK3QPMBGaL3

MOODY' S:  Aaa S&P:  AA+

DATED: 08/ 27/ 2019 FI RST COUPON: 03/ 01/ 2020

DUE: 03/01 & 09/01

I NI TI AL TRADE DATE: 07/17/2019 @ 1: 15PM Eastern

ADD L

TAKEDOMWN

MATURI TY AMOUNT COUPON PRICE ( Pts
09/ 01/ 2020 1, 000M 1.25% 100. 00
09/ 01/ 2021 1, 795M 1.40% 100. 00
03/ 01/ 2022 975M 1.45% 100. 00
09/ 01/ 2022 985M 1.50% 100. 00
03/ 01/ 2023 995M 1.55% 100. 00
09/ 01/ 2023 1, 005M 1.60% 100. 00
03/ 01/ 2024 1, 015M 1.60% 100. 00
09/ 01/ 2024 1, 025M 1.65% 100. 00
03/ 01/ 2025 1, 040M 1.70% 100. 00
09/ 01/ 2025 1, 055M 1.75% 100. 00
03/ 01/ 2026 1, 065M 1.85% 100. 00

)
1/ 4

3/8

3/8
3/8
1/2
1/2
1/2
1/2
1/2
1/2

5/8

FI TCH: NR

cusl P
88275FQD4

88275FQE2

88275FQF9
88275FQG7
88275FQH5
88275FQ1
88275FQK8
88275FQL6
88275FQWA
88275FQN\2

88275FQP7
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09/ 01/ 2026 1,070M 1.95% 100.00 5/8  88275FQQb
03/ 01/ 2027 1, 080M 2.00% 100.00 5/8  88275FQR3
09/ 01/ 2027 1, 085M 2.05% 100.00 5/8  88275FQ51
03/ 01/ 2028 1, 095M 2.15% 100.00 5/8  88275FQr9
09/ 01/ 2028 1,115M 2.20% 100. 00 5/8  88275FQU6
03/ 01/ 2029 1, 135M 2.25% 100.00 5/8  88275FQv4
09/ 01/ 2029 1, 150M 2.30% 100.00 5/8  88275FQN2
03/ 01/ 2030 1,170M 2.35% 100.00 5/8  88275FQX0
09/ 01/ 2030 1, 185M 2.40% 100.00 5/8  88275FQY8
09/ 01/ 2034 10, 285M 2.70% 100.00 5/8  88275FQZ5
09/ 01/ 2039 15, 165M 3.375% 3.06 5/8  88275FRA9

(Approx. $ Price PTC 09/01/2028 102. 464 Appr ox.
YTM 3. 207)

09/ 01/ 2044 18, 570M 3.625% 3.31 5/8 88275FRB7
(Approx. $ Price PTC 09/01/2028 102.436 Appr ox.
YTM 3. 478)

09/ 01/ 2049 26, 530M 3. 75% 3.40 5/8  88275FRC5
(Approx. $ Price PTC 09/01/2028 102. 696 Appr ox.
YTM 3. 602)

03/ 01/ 2050 72, 735M 4. 00% 1.96 0.575  88275FRD3
(Approx. $ Price 111.177)
(PAC) Average Life: 5.9 years from 100% 400% WAL (Optional Call Not Exercised)

CALL FEATURES: Optional call in 09/01/2028 @ 100.00

EXCEPT OPTI ONAL REDEMPTI ON OF THE PREM UM PAC BONDS DUE 3/ 1/2050. The Prenmium PAC Term

Bonds are subject to redenption prior to nmaturity, in whole or in part at any tine and

fromtine to time, on and after Septenber 1, 2028, at the option of the Departnent after
giving notice as provided in the Trust Indenture, at the Redenption Prices set forth bel ow
(expressed as a percentage of the principal anbunt to be redeened), in each case together

with interest accrued thereon to the redenpti on date:

Redenpti on Date Redenption Price
Sept enber 1, 2028 103. 368%
March 1, 2029 103. 056%
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Sept enber 1, 2029 102. 712%

March 1, 2030 102. 332%
Sept ember 1, 2030 101. 906%
March 1, 2031 101. 486%
Sept enber 1, 2031 101. 033%
March 1, 2032 100. 533%

Septenber 1, 2032 and thereafter 100.000%

See pages 12-13 of the PCS.

If the Prem um PAC Term Bonds are redeened on a date other than a redenption date |isted

above, the Redenption Price, as of such redenption date, will be determ ned by straight-
line interpolation between the Redenption Prices for the redenption dates |isted above

i mredi ately preceding and succeedi ng such redenption date. See page 12-13 of the PCS.

SPECI AL REDEMPTI ON:  The Series 2019A Bonds are subject to special redenption from
unexpended proceeds of the Series 2019A Bonds, Mortgage Loan Principal Prepaynments and

Excess Revenues as descri bed on pages 4-12 of the POCS.

Projected Weighted Average Life (in Years)

Premi um PAC  Prem um PAC

Ter m Bonds Ter m Bonds

Due Due

SI FVA Ter m Bonds Ter m Bonds Ter m Bonds Ter m Bonds 03/01/2050 03/01/2050

Pr epaynent Due Due Due Due (Opt. Call (Opt. Call
Model 09/ 01/ 2034 09/ 01/ 2039 09/ 01/ 2044 09/ 01/2049 Not Exercised) Exercised)
0% 13.3 17.8 22.8 27.9 17.6 8.3

50% 13.3 17.8 22.3 25.1 8.7 6.8

75% 13.1 17.3 20.5 22.0 6.7 6.1
100% 9.1 16.5 18.7 19.5 5.9 5.6
125% 3.7 15.3 17.0 17.5 5.9 5.6
150% 2.6 13.8 15.0 15.2 5.9 5.6
175% 2.2 12. 4 13.2 13.2 5.9 5.6
200% 2.0 11.1 11. 6 11. 6 5.9 5.6
300% 1.5 7.2 7.3 7.3 5.9 5.6
400% 1.3 4.8 4.8 4.8 5.9 5.6
500% 1.2 4.7 4.7 4.7 4.4 4.3
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Si nki ng Fund Schedul e

2021 Term Bond

03/ 01/ 2021
09/ 01/ 2021

830M
965M

By Lot Sinking Fund Schedul e

2034 Ter m Bond

03/01/ 2031
09/ 01/ 2031
03/ 01/ 2032
09/ 01/ 2032
03/01/ 2033
09/ 01/ 2033
03/ 01/ 2034
09/ 01/ 2034

1, 220M
1, 240M
1, 265M
1, 280M
1, 285M
1, 310M
1, 330M
1, 355M

By Lot Sinking Fund

2039 Term Bond

03/ 01/ 2035
09/ 01/ 2035
03/ 01/ 2036
09/ 01/ 2036
03/ 01/ 2037
09/ 01/ 2037
03/ 01/ 2038
09/ 01/ 2038
03/ 01/ 2039
09/ 01/ 2039

1, 395M
1, 425M
1, 455M
1, 470M
1, 500M
1, 525M
1, 550M
1, 580M
1, 615M
1, 650M

By Lot Sinking Fund

2044 Term Bond

03/ 01/ 2040
09/ 01/ 2040
03/ 01/ 2041
09/ 01/ 2041
03/ 01/ 2042
09/ 01/ 2042
03/ 01/ 2043

1, 700M
1, 735M
1, 760M
1, 795M
1, 830M
1, 870M
1, 905M

Schedul e

Schedul e
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09/ 01/ 2043 1
03/ 01/ 2044 1
09/ 01/ 2044 2

By Lot Sinking

2049 Ter m Bond

03/ 01/ 2045 2
09/ 01/ 2045 2
03/ 01/ 2046 2
09/ 01/ 2046 2
03/ 01/ 2047 2
09/ 01/ 2047 2
03/ 01/ 2048 2
09/ 01/ 2048 2
03/ 01/ 2049 2
09/01/2049 3

By Lot Sinking

2050 Ter m Bond

09/ 01/ 2020
03/ 01/ 2021
09/ 01/ 2021
03/ 01/ 2022
09/ 01/ 2022
03/ 01/ 2023
09/ 01/ 2023
03/ 01/ 2024
09/ 01/ 2024
03/ 01/ 2025

09/ 01/ 2025
03/ 01/ 2026
09/ 01/ 2026
03/ 01/ 2027
09/ 01/ 2027
03/ 01/ 2028
09/ 01/ 2028
03/ 01/ 2029
09/ 01/ 2029
03/01/ 2030
09/ 01/ 2030
03/ 01/ 2031
09/ 01/ 2031

950M
990M
035M

Fund

345M
390M
435M
480M
530M
575M
630M
680M
735M
730M

Fund

540M
610M
620M
635M
650M
665M
680M
695M
715M
730M

745M
765M
780M
800M
820M
835M
855M
875M
895M
915M
940M
960M
985M

Schedul e

Schedul e
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03/ 01/ 2032 1, 005M
09/ 01/ 2032 1, 030M
03/01/ 2033 1, 055M
09/ 01/ 2033 1,075M
03/01/2034 1, 095M
09/01/2034 1,115M
03/ 01/ 2035 1, 140M
09/ 01/ 2035 1,170M
03/ 01/ 2036 1, 195M
09/ 01/ 2036 1, 225M
03/ 01/ 2037 1, 255M

09/ 01/ 2037 1, 280M
03/ 01/ 2038 1, 310M
09/ 01/ 2038 1, 340M
03/ 01/ 2039 1,370M
09/ 01/ 2039 1, 390M
03/ 01/ 2040 1, 430M
09/ 01/ 2040 1, 465M
03/ 01/ 2041 1, 500M
09/ 01/ 2041 1, 535M
03/ 01/ 2042 1, 570M
09/ 01/ 2042 1, 605M
03/ 01/ 2043 1, 645M
09/ 01/ 2043 1, 680M
03/01/2044 1, 720M
09/01/2044 1, 760M
03/ 01/ 2045 1, 805M
09/ 01/ 2045 1, 845M
03/ 01/ 2046 1, 890M
09/ 01/ 2046 1, 930M
03/ 01/ 2047 1, 975M
09/ 01/ 2047 2,025M
03/ 01/ 2048 2,070M
09/ 01/ 2048 2,120M
03/ 01/ 2049 2,170M

09/ 01/ 2049 1, 220M
03/ 01/ 2050 1, 015M

TABLE OF PRQIJECTED WEI GHTED AVERAGE LI FE DATA AT VARI QUS PREPAYMENT SPEEDS
(PGS Appendi x G

Prem um PAC Preni um PAC
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Ter m Bonds Ter m Bond

Due Due
SPD of MIG Ter m Bonds
LOANS (SI FMA)
Not Exerci sed) Exercised)

0% Avg Life 13.3

Avg My Date 12/ 14/ 2032
1st Redenption 3/1/ 2031
Last Redenption 9/ 1/ 2034
50% Avg Life 13.3

Avg My Date 12/ 14/ 2032
1st Redenption 3/1/ 2031
Last Redenption 9/1/2034
75% Avg Life 13.1
Avg My Date 9/ 20/ 2032
1st Redenption 3/ 1/ 2031

Last Redenption 11/1/2033

100% Avg Life 9.1

Avg My Date 10/ 17/ 2028

1st Redenption 10/1/2020
Last Redenption 9/1/2031
125% Avg Life 3.7
Avg My Date 5/ 19/ 2023
1st Redenption 2/ 1/ 2020
Last Redenption 6/1/2026
150% Avg Life 2.6
Avg My Date 3/ 25/ 2022
1st Redenption 2/ 1/ 2020
Last Redenption 8/1/2023
175% Avg Life 2.2

Ter m Bonds

17.8
6/ 27/ 2037
3/ 1/ 2035

9/ 1/ 2039

17.8
6/ 24/ 2037
3/ 1/ 2035
9/ 1/ 2039

17.3
12/ 20/ 2036
11/1/ 2033
9/ 1/ 2039

16.5
2/ 9/ 2036

9/ 1/ 2031
9/ 1/ 2039

15.3
12/ 30/ 2034
7/ 1/ 2026

9/ 1/ 2039

13.8

6/ 22/ 2033

8/ 1/ 2023
9/ 1/ 2039

12. 4

Ter m Bonds

22.8
6/ 30/ 2042
3/ 1/ 2040

9/ 1/ 2044

22.3
12/ 19/ 2041
2/ 1/ 2038
9/ 1/ 2044

20.5
2/ 29/ 2040
11/1/ 2033
9/ 1/ 2044

18.7
5/ 15/ 2038

9/ 1/ 2031
9/ 1/ 2044

17.0
9/ 5/ 2036
7/ 1/ 2026

9/ 1/ 2044

15.0

8/ 11/ 2034

8/ 1/ 2023
9/ 1/ 2044

13.2

Ter m Bonds

Due 9/1/2034 Due 9/1/2039 Due 9/1/2044 De 9/1/2049 (Opt.

27.9
7112/ 2047
3/ 1/ 2045

8/ 1/ 2049

25.1
10/ 8/ 2044
2/ 1/ 2038
4/ 1/ 2048

22.0
8/ 18/ 2041
11/1/ 2033
4/ 1/ 2047

19.5
2/ 17/ 2039

9/ 1/ 2031
6/ 1/ 2046

17.5
2/ 12/ 2037
711/ 2026

1/ 1/ 2046

15.2
10/ 29/ 2034
8/ 1/ 2023
4/ 1/ 2045

13.2
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3/ 1/ 2050
Cal |

17.6
3/ 26/ 2037
1/1/ 2020

2/ 1/ 2049

8.7
4/ 30/ 2028
1/1/ 2020
2/ 1/ 2038

6.7
5/ 7/ 2026
1/ 1/ 2020
3/ 1/ 2033

5.9
7126/ 2025

1/ 1/ 2020
9/ 1/ 2032

59
7/ 26/ 2025
1/ 1/ 2020

9/ 1/ 2032

5.9
7/ 25/ 2025
1/1/ 2020
9/ 1/ 2032

3/ 1/ 2050

(Opt. call

8.3
12/ 3/ 2027
1/ 1/ 2020

9/ 1/ 2028

6.8
6/ 16/ 2026
1/1/ 2020
9/ 1/ 2028

6.1
10/ 3/ 2025
1/ 1/ 2020

9/ 1/ 2028

5.6
4/ 8/ 2025

1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 8/ 2025
1/ 1/ 2020

9/ 1/ 2028

5.6
4/ 8/ 2025
1/1/ 2020
9/ 1/ 2028



Avg My Date 11/ 2/ 2021

1st Redenption 2/ 1/ 2020

Last Redenption 11/1/2022

200% Avg Life 2.0

Avg My Date 8/ 10/ 2021
1st Redenption 2/ 1/ 2020
Last Redenption 6/1/2022
300% Avg Life 1.5

Avg My Date 3/ 4/ 2021
1st Redenption 1/1/2020
Last Redenption 9/1/2021
400% Avg Life 1.3

Avg My Date 12/ 26/ 2020
1st Redenption 1/ 1/ 2020
Last Redenption 6/1/2021
500% Avg Life 1.2

Avg My Date 11/ 11/ 2020
1st Redenption 1/1/2020
Last Redenption 4/1/2021

1/7/ 2032 10/ 21/ 2032 11/ 15/ 2032
11/1/ 2022 11/1/2022 11/ 1/ 2022
9/ 1/ 2039 6/ 1/ 2044 6/ 1/ 2044
11.1 11.6 11.6
9/ 20/ 2030 3/ 27/ 2031 4/8/2031
6/ 1/ 2022 6/ 1/ 2022 6/ 1/ 2022
9/ 1/ 2039 9/ 1/ 2043 8/ 1/ 2043
7.2 7.3 7.3

11/26/ 2026 12/25/2026 12/7/2026

10/ 1/ 2021 9/ 1/ 2021 9/ 1/ 2021
9/ 1/ 2039 11/ 1/ 2040 11/ 1/ 2040
4,8 4.8 4.8
6/ 28/ 2024 6/ 30/ 2024 6/ 24/ 2024
6/ 1/ 2021 6/ 1/ 2021 6/ 1/ 2021
1/ 1/ 2039 4/ 1/ 2039 4/ 1/ 2039
4.7 4.7 4.7
5/ 22/ 2024 5/16/2024 5/ 18/ 2024
4/ 1/ 2021 4/ 1/ 2021 4/ 1/ 2021
2/ 1/ 2035 1/ 1/ 2035 2/ 1/ 2035

PRI ORI TY OF ORDERS AS FOLLOWG:

1. Net Designated

(Excepti on:

menber may not be conpensated for the investor's order,

required to designate that syndicate nenber.)

2. Menber

PRI ORI TY POLI CY:
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the investor wll

7125/ 2025
1/ 1/ 2020
9/ 1/ 2032

5.9
7125/ 2025

1/ 1/ 2020
9/ 1/ 2032

59
7/ 25/ 2025
1/ 1/ 2020
9/ 1/ 2032

5.9
7/ 25/ 2025
1/1/ 2020
9/ 1/ 2032

1/11/ 2024
1/ 1/ 2020
3/ 1/ 2033

4/ 8/ 2025
1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 8/ 2025

1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 8/ 2025
1/ 1/ 2020
9/ 1/ 2028

5.6
4/ 8/ 2025
1/1/ 2020
9/ 1/ 2028

4.3

11/ 29/ 2023

1/ 1/ 2020
9/ 1/ 2028

If an investor is affiliated with a syndi cate nenber and that syndicate

not be



At least 3 firn(s) nust be designated.

No firmnay receive nore than 60.00% of any designation.

Each desi gnee nust receive a mni numof 10.00% for each priority order.

The Seni or Manager will pay out all designations.

The Seni or Manager requests the identification of all priority orders at the time the

orders are entered.

There are to be no soft-dollar designations.

The conpliance addendum MSRB Rule G 11 will apply.

kkhkkkkhkkhkkhkkhkkhkkhkhkhkkhkhkhkhkhkhkhkhkhkhkhkkhkhkhkkhkhkhkhkkhkkhkhkhkhkkhkhkkhkkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkkhkkkkkkkkkkkkkkkkkk*x*%x

A Prelimnary Blue Sky Survey or Menorandumis avail abl e upon request.

khkhkhkhkhhhkhhhhhhhhhhhhhhhkhhhhhhhhhhhhkhhhhhhkhhhkhhhkhhkhhhhhhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkhkkkkkkkk*k*kk*x*k*x*%

Pursuant to MSRB Rule G 11, all syndicate nmenbers nmust informJ.P. Mrgan Securities LLC

if they are subnmitting an order for their own account, an affiliated account or a related

account to thenselves or to any other syndicate nenber.

R R R R R R R

The Award is final for Wednesday, July 17, 2019 at 10:57AM Eastern .

Delivery is firmfor Tuesday, August 27, 2019.

This issue is book entry only. This issue is clearing through DTC.

Awar d: 07/ 17/ 2019

Award Ti me: 10: 57AM Eastern
Del i very: 08/27/2019 (Firm
Initial trade: 07/ 17/ 2019

Dat e of Execution: 07/17/2019

Ti me of Execution: 1:15PM Eastern
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J.P. Morgan Securities LLC
Jefferies LLC

Pi per Jaffray & Co

Ram rez & Co., Inc.

RBC Capital Markets

By: J.P. Morgan Securities LLC New York, NY

Wednesday, July 17, 2019 12:39PM

kkhkkkhkkhkkhkkhkkhkkhkkhkkhkkhkhkhkhkhkhkhkhkhkhkhkkhkhkkhkhkhkhkhkkhkhkkhkkhkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkhkkkkhkkhkkkkkkkkkkkkkkkk*x*x
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4. Market Data and Interest Rates

J.PMorgan
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Bloomberg Calendar

Total weekly issuance (negotiated): $6.59 billion

Showing housing and Texas issues below

Date

07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/15/2019
07/16/2019
07/16/2019

Issuer Description

CHELFORD ONE MUD - A-REF
CT HSG FIN AUTH -D-1 -REF
CT HSG FIN AUTH -D-2 -AMT
CT HSG FIN AUTH -D-4-TXBL
-B
EAGLE MOUNTAIN SAGINAW

DENTON ISD

FLORENCE ISD

FLOWER MOUND -CTFS OBLIG
FORT BEND CO MUD #158-REF
FREDDIE MAC-M-033

GOOSE CREEK CONSOL ISD-A

HAYS CO
HEARNE

KINGS MANOR MUNI UTIL DT

MARION ISD

MIDLOTHIAN ISD - C- REF
MN HSG FIN AGY -F -TXBL

MOULTON ISD

NORTH TEXAS TOLLWAY -A
NORTH TEXAS TOLLWAY -B
NORTHSIDE ISD -REF

NORTHWEST GEORGIA HSG
NORTHWEST GEORGIA HSG

OH HSG FIN AGY -A

SOUTH DAKOTA HSG DEV AUTH
TEXAS DEPT HSG & CMINTY- A

UNITED ISD
UNITED ISD

-REF

UTAH HSG CORP

WA ST HSG FIN ETC -A-6
BRAZORIA CO INDL DEV CORP
WA STHSG FIN ETC-C-6
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State

X
CT
CT
CT
X
X
X
>
X
oT
X
X
>
X
>
X
MN
>
>
>
X
GA
GA
OH
SD
>
>
TX
uT
WA
TX
WA

Amount ($ mil)

3.205
65.395
5.59
15
67.925
53.165
6.92
26.5
2.62
31.56
60.21
97.035
7.985
11.38
20.295
45.685
59.851
12.86
429.87
222.51
145

8

7.4
6.25
7.5
165.325
75.36
3.595
9.5
4.415
25
4.41

J.PMorgan



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

U.S. Economic Calendar

Monday Tuesday Wednesday Thursday Friday
1 Jul 2 Jul 3 Jul 4 Jul 5 Jul
Manufacturing PMI Light vehicle sales ADP employment (8:15am) |Independence Day, markets Employment (8:30am)
(9:45am) Jun Jun closed Jun
Jun final Initial claims (8:30am)
ISM manufacturing w/e Jun 29
(10:00am) International trade (8:30am)
Jun May
Construction spending Services PMI (9:45am)
(10:00am) Jun final
May ISM nonmanufacturing
(10:00am)
Jun
Factory orders (10:00am)
May
Announce 10-year note (r) $24bn
Announce 30-year bond (r) $16bn
Announce 3-year note $38bn
8 Jul 9 Jul 10 Jul 11 Jul 12 Jul
Consumer credit (3:00pm) |NFIB survey (6:00am) Wholesale trade (10:00am) |Initial claims (8:30am) PPI (8:30am)
May Jun May wle Jul 6 Jun
JOLTS (10:00am) CPI (8:30am) Jun
May Auction 10-year note (r) $24bn Federal budget (2:00pm) Jun
Auction 3-year note $38bn FOMC minutes Announce 10-year TIPS $14bn
Auction 30-year bond (r) $16bn
15 Jul 16 Jul 17 Jul 18 Jul 19 Jul
Empire State Retail sales(8:30am) Housing starts(8:30am) Initial claims(8:30am) Consumer sentiment(10:00am)
survey(8:30am) Jun Jun wle Jul 13 Jul prelim
Import prices(8:30am) Jun Beige book(2:00pm) Philadelphia Fed St. Louis Fed President Bullard
ul Business leaders manufacturing(8:30am) speaks (11:05am)
survey (8:30am) Jul Jul Boston Fed President Rosengren
Industrial Leading indicators(10:00am) speaks (4:30pm)
production(9:15am) Jun
Jun Announce 2-year FRN (r) $20bn
Business Announce 2-year note $40bn
inventories(10:00am) Announce 5-year note $41bn
May Announce 7-year note $32bn
NAHB survey(10:00am) Jul Auction 10-year TIPS $14bn
TIC data (4:00pm) May Atlanta Fed President Bostic speaks
Atlanta Fed President Bostic (9:30am)
speaks (8:15am)
Chicago Fed President Evans
speaks (3:30pm)
22 Jul 23 Jul 24 Jul 25 Jul 26 Jul
Philadelphia Fed Manufacturing PMI (9:45am) |Initial claims(8:30am) Real GDP(8:30am)
nonmanufacturing(8:30am)  |Jul flash wle Jul 20 2Q advance
Jul Services PMI(9:45am) Durable goods(8:30am) Jun
FHFA HPI(9:00am), May Jul flash Advance economic
Existing home New home sales (10:00am) |indicators(8:30am) Jun
sales (10:00am), Jun Jun Housing vacancies(10:00am)
Richmond Fed Auction 2-year FRN (r) $20bn |2Q
survey (10:00am), Jul Auction 5-year note $41bn KC Fed survey(11:00am) Jul
Auction 2-year note $40bn Auction 7-year note $32bn
29 Jul 30 Jul 31 Jul 1Aug 2 Aug
Dallas Fed Personal income(8:30am)Jun |ADP employment(8:15am), |Initial claims(8:30am), w/e Jul 27 | Employment(8:30am), Jul
manufacturing(10:30am) |S&P/Case-Shiller Jun Manufacturing PMI (9:45am), Jul  |International trade (8:30am), Jun
Jul HPI (9:00am), May Employment cost final Consumer sentiment(10:00am),

Consumer
confidence(10:00am), Jul
Pending home

sales (10:00am), Jun
Dallas Fed
services(10:30am)Jul
FOMC meeting

index(8:30am), 2Q

ADP employment(9:45am)
Jul

Announce 10-year note $27bn
Announce 30-year

bond $19bn

Announce 3-year note $38bn
FOMC statement (2:00pm)
and press conference
(2:30pm)

ISM manufacturing(10:00am), Jul
Construction spending(10:00am),
Jun

Light vehicle sales, Jul

Aug preliminary
Factory orders(10:00am), Jun
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Tax-Exempt Housing Market Update | July 16, 2019 Page 1
A. Recent Long-Term Fixed Rate Housing Revenue Bond Transactions
Traditional Structure

AWARD SIZE TAX 10-YR 10-YR 30-YR 30-YR
ISSUER DATE USE ($MM) STATUS RATING SPREAD (BPS) YIELD SPREAD (BPS)  YIELD
Michigan State Housing Development Authority 11-Juy ~ MF 2025 Non-AMT  NR/AA 66/67 2.2512.30% 107 3.35%
New Mexico Mortgage Finance Authority 10July  SF 100.0 Non-AMT  Aaa/NR 61/63 2.20/2.25% 106 3.35%
Nevada Housing Division 10-July  SF 750 Non-AMT  NR/AA+ 65/66 2.25/2.30% 106 3.35%
Montana Board of Housing 27-Jun SF 30.0 Non-AMT Aa1/AA+ 65/58 2.2512.25% 104 3.35%
Missouri Housing Development Commission 26-Jun SF 80.0 Non-AMT  NR/AA+ 62/64 2.25/2.30% 104 3.35%
Idaho Housing and Finance Association 26-Jun SF 1.9 Taxable  AalNR - - - -
Pass-Through Structure

AWARD SIZE TAX LOAN
ISSUER DATE USE ($MM) STATUS RATING COMPOSITION FINALYIELD  WARM*
Minnesota Housing Finance Agency 13-Jun SF 459 Taxable AaalNR GN/FN/FR 3.25% 359
Minnesota Housing Finance Agency 14May SF 306 Taxable AaalNR GN/FN/FR 3.55% 359
Minnesota Housing Finance Agency 14-May  SF 137 Non-AMT  AaalNR GN/FN/FR 3.15% 359

Source: Thomson Reuters and Bloomberg. *Reflects the Weighted Average Remaining Maturity of Loans (in months)

B. Market Commentary

= UST curve steepened last week amid Federal Reserve Chairman Powell’s testimony and stronger than expected inflation data; week-over-week UST yields
decreased in the 2-year spot by 3 bps, and increased in the 5-, 10-, and 30-year spots by 2, 6, and 8 bps, respectively1

=  Powell testified to Congress for the Fed's semi-annual monetary policy testimony and continued to reiterate dovish sentiment, saying “trade

tensions and concerns about the strength of the global economy continue to weigh on the U.S. economic outlook

n2

= Powell highlighted business sentiment, a global slowdown in manufacturing, and persistently low inflation as factors weighing on the

U.S. outlook

=  Minutes released from the June Fed meeting last week reinforced Powell’'s statements at the testimony, citing motivations for a rate cut such as
insurance against downside risks, continued inflation shortfalls, and a lower estimate of the natural rate of unemployment3

= J.P. Morgan Research continues to expect a 25 bps cut at both the July and September Fed meetings
=  On Thursday, the June Consumer Price Index (CPI) beat expectations of 0% with an increase of 0.1% last month and core CPI increased 0.3%

versus market expectations of 0.2%; core inflation is at +2.3% YoY?

= June Producer Price Index (PPI) also beat expectations, increasing by 0.1% versus market expectations of unchanged

= |nitial Jobless Claims also beat market expectations of +221,000, reporting an increase of +209,0003°

" In the municipal market, the MMD curve also steepened but yields moved inversely to UST yields, decreasing in the 2-, 5-, 10-, 30-year spots by 8, 10, 4,

and 1 bp (s), respectively*

= July reinvestment capital and persistent record inflows have led demand to outpace supply, contributing to the decrease in MMD yields over the

past week despite primary municipal supply of $8.3 billion®®

= Lipper reported combined monthly and weekly inflows of $3.1 billion last week; high-yield, intermediate, long-term, and California funds

continue to hit new record inflows, with larger fund complexes attracting the higher inflows®

= YTD net investment of $48.8 billion is a record high for this time of year, ranking second amongst full year net inflows since the data

began in 1992

= MMD/UST ratios continue to decline given heightened investor demand: 10-year and 30-year ratios declined to 75.05% and 86.65%, respectively®

" In the short-term market, SIFMA reset at 1.18%, a decrease of 31 bps, as long-term investors put cash to work in the short-term market as they await a

pickup in supply*®

®  Looking ahead, $8.9 billion is expected to price in the primary municipal market this week®

J.P. Morgan Research, US Fixed Income Markets Weekly, 7/12/2019, jpmm.com
’The Federal Reserve Board, Press Release 7/10/2019, federalreserve.gov
3P Morgan Research, US Fixed Income Markets Weekly — Municipals, 7/12/2019

Thomson Reuters Municipal Market Data
° Bloomberg

®Lipper, iMoneyNet for the period ending 7/10/2019
For additional market information and commentary, please go to J.P. Morgan Markets at jpmm.com
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C. Interest Rate Forecast

MMD YIELDS
2-Year

5-Year

10-Year
30-Year
TAXABLE YIELDS
Fed Funds
3-Month LIBOR
2-Year T Note
5-Year T Note
10-Year T Note
30-Year T Bond

711212019

1.16%
1.20%
1.58%
2.28%

711212019

2.38%
2.32%
1.84%
1.86%
2.11%
2.63%

1m Ahead

1.15%
1.20%
1.55%
2.30%

1m Ahead

2.15%
2.20%
1.80%
1.80%
2.10%
2.65%

3Q19
1.10%
1.10%
1.50%
2.20%
3Q19
1.90%
2.05%
1.70%
1.70%
1.90%
2.50%

4Q19
0.90%
0.90%
1.40%
2.20%
4Q19
1.90%
2.15%
1.40%
1.45%
1.75%
2.45%

1Q20
0.85%
0.85%
1.30%
2.10%
1Q20
1.90%
2.05%
1.30%
1.35%
1.65%
2.40%

2Q20
0.95%
1.00%
1.40%
2.25%
2Q20
1.90%
2.05%
1.50%
1.55%
1.80%
2.50%

Source: J.P. Morgan Research, US Fixed Income Markets Weekly, 7/12/2019, jpmm.com, Thomson Reuters Municipal Market Data, Bloomberg as of 7/12/2019, current rates as of

7/12/2019

D. Market Monitor

SHORT TERM MUNICIPAL MARKET 711212019 1-WEEK A 10Y AVERAGE
SIFMA Index 1.18% -31 bps 0.44%
1-Month LIBOR 2.33% -3 bps 0.63%
SOFR* 2.36% -23 bps 0.81%
SIFMA/1-Month LIBOR Ratio 50.60% -12.36% 70.04%
Tax-exempt MMF Flows 4-week Avg."2 $907mm $761mm

LONG TERM MUNICIPAL MARKET 7112/2019 1-WEEK A 10Y AVERAGE
AAA MMD (30-Year) 2.28% -1 bps 3.32%
AAA MMD (30 - 2 Year) 1.12% 7 bps 2.59%
30-Year SIFMA Swap Rate? 1.81% 2 bps 2.70%
30-Year 3M LIBOR Swap Rate? 2.28% 5 bps 3.06%
30-Year J.P. Morgan Housing Bond Indication** 3.40% 0 bps 101 bps*™**
All Muni Fund Flows 4-week Avg.2 $1,895mm $1,786mm

Source: J.P. Morgan, Bloomberg, Thomson Reuters Municipal Market Data, The Bond Buyer; Lipper FMI, iMoneyNet, *Federal Reserve Bank of New York historical indicative SOFR
available starting 8/22/2014, **Indicative rates, *** Reflects 10-year average spread

E. Yield Curve Rates and Ratios

BENCHMARK/MATURITY 2-YEAR 5-YEAR 10-YEAR 30-YEAR
MMD 1.16% 1.20% 1.58% 2.28%
usT 1.84% 1.86% 2.11% 2.63%
MMD/UST Ratio 63.15% 64.57% 75.05% 86.65%

Source: J.P. Morgan, Thomson Reuters Municipal Market Data as of 7/12/2019

"MMF: Money Market Fund, 1-week A represents the actual figure reported for the previous week

?Reflects all tax-exempt mutual funds reporting on a weekly or monthly basis, excluding tax-exempt money market funds

3Swap rates are provided for informational purposes only. Please note that J.P. Morgan no longer enters into interest rate derivative transactions with municipal or public
entities, and therefore will not serve as swap counterparty to public entities on any new interest rate derivative transactions

For additional market information and commentary, please go to J.P. Morgan Markets at jpmm.com
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F. TBA/MBS Market Monitor

TBA PRICING SEASONING PAYUPS (32NDS OF 1%) SPECIFIED POOL PAYUPS
711212019 UMBS UMBS UMBS UMBS UMBS UMBS UMBS
GN 30 GN 30 30 30 30 30 30 30 30
Price 1-week A 4 4.5 4 45 5 3.5 4 45 5
UMBS30 35 102-04+ -0-03+ TBA 104-05 104-31+  103-12+  104-19+  105-28+ TBA 102-04+  103-12+  104-19+  105-28+
UMBS30 4.0 103-12+ -0-00 2016 0 0 37 0 0 LLB 70 117 159 188
UMBS30 45 104-19+ 0-03+ 2015 0 0 48 0 0 MLB 62 100 128 151
UMBS30 5.0 105-28+ 0-06+ 2014 41 0 60 69 0 HLB 51 82 97 110
GN 30 35 103-05 -0-02 2013 515 0 64 0 0 M175 39 61 76 76
GN 30 4.0 104-05 0-03 2012 725 0 70.5 0 0 Jumbo -32 -38 -55 -66
GN 30 45 104-31+ 0-01 2011 76 100 745 93.5 103.5
GN 30 5.0 105-07+ 0-06 2010 0 100 78 99.5 115
G230 35 103-01+ -0-05
G230 4.0 103-21 -0-00+
G230 45 104-05+ -0-00
G230 5.0 104-19+ 0-01+
Source: J.P. Morgan as of 7/12/2019
Specified Pool Payups: LLB: $85K max loan size, MLB: $110K max loan size, HLB: $150K max loan size, M175: $175K max loan size, Jumbo: $424K/636K max loan size
G. Rate (TIC) Comparisons
STRUCTURE 7/15/2019 7/8/2019 1-WEEK A RATING
Traditional — SF* 2.70% 2.73% -0.03% Aaa/AA+
Pass-through — SF 3.15% 3.20% -0.05% AaalAA+
Traditional — MF** 3.29% 3.29% AaalAA+
Balloon — MF** 2.91% 2.92% -0.01% AaalAA+
Source: Indicative market rates
*30-year fixed rate serial, term, and PAC bonds (100% SIFMA), ** 40-year fixed rate serial and term bonds; balloon structure assumes same term with a 17-year balloon
H. Long-Term Fixed Rate Housing Revenue Bond Forward Calendar
ISSUER PRICING DATE USE SIZE ($MM) TAX STATUS RATING
Texas Department of Housing and Community Affairs 16-July SF 165.995 Non-AMT Aaa/AA+/INR
Connecticut Housing Finance Authority 16-July SF 86.250 Tax-Exempt/Taxable Aaa/AAA/NR
Minnesota Housing Finance Authority 16-July SF-PT 50.241 Taxable Aaa/NRINR
Maine State Housing Authority 16-July SF 44145 Non-AMT/Taxable Aa1/AA+INR

Source: J.P. Morgan, Bloomberg, Ipreo, Thomson Reuters Municipal Market Monitor, Bond Buyer *earliest to latest

For additional market information and commentary, please go to J.P. Morgan Markets at jpmm.com
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J.P. Morgan’s Housing Investment Banking Team

Peter Weiss Brent Chandaria Gloria Boyd Gina Barbato
(212) 272-2297 (212) 272-8223 (212) 622-8035 (212) 834-5037
Jeffrey Gertz Annie Lee Gary Garay

(312) 385-8480 (212) 272-5723 (305) 579-9574

Additional Public Finance Team Members

Robert Servas Spencer Barton

Public Finance Syndicate Public Finance Syndicate

(212) 834-7155 (212) 834-7155

For additional market information and commentary, please go to J.P. Morgan Markets at jpmm.com

This material is not a product of the Research Departments of J.P. Morgan Securities LLC ("JPMS") and is not a research report. Unless otherwise specifically
stated, any views or opinions expressed herein are solely those of the authors listed, and may differ from the views and opinions expressed by JPMS's
Research Departments or other departments or divisions of JPMS and its affiliates. Research reports and notes produced by the Research Departments of
JPMS are available from your Registered Representative or at http://www.morganmarkets.com. JPMS’s policies prohibit employees from offering, directly or
indirectly, a favorable research rating or specific price target, or offering to change a rating or price target, to a subject Client as consideration or inducement for
the receipt of business or for compensation. JPMS also prohibits its research analysts from being compensated for involvement in investment banking
transactions except to the extent that such participation is intended to benefit investors.

This presentation was prepared exclusively for the benefit and internal use of the J.P. Morgan client to whom it is directly addressed and delivered (including
such client’s affiliates, the “Client”) in order to assist the Client in evaluating, on a preliminary basis, the feasibility of possible transactions referenced herein.
The materials have been provided to the Client for informational purposes only and may not be relied upon by the Client in evaluating the merits of pursuing
transactions described herein. No assurance can be given that any transaction mentioned herein could in fact be executed.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. Opinions and estimates
constitute our judgment as of the date of this material and are subject to change without notice. Past performance is not indicative of future results. Any financial
products discussed may fluctuate in price or value. This presentation does not constitute a commitment by any J.P. Morgan entity to underwrite, subscribe for or
place any securities or to extend or arrange credit or to provide any other services.

J.P. Morgan's presentation is delivered to you for the purpose of being engaged as an underwriter, not as an advisor, (including, without limitation, a Municipal
Advisor (as such term is defined in Section 975(e) of the Dodd-Frank Wall Street Reform and Consumer Protection Act)) . The role of an underwriter and its
relationship to an issuer of debt is not equivalent to the role of an independent financial advisor. The primary role of an underwriter is to purchase, or arrange for
the purchase of, securities in an arm’s-length commercial transaction between the issuer and the underwriter. An underwriter has financial and other interests
that differ from those of the issuer. If selected as your underwriter, J.P. Morgan will be acting as a principal and not as your agent or your fiduciary with respect
to the offering of the securities or the process leading to issuance (whether or not J.P. Morgan or any affiliate has advised or is currently advising the Client on
other matters). Any portion of this presentation which provides information on municipal financial products or the issuance of municipal securities is given in
response to your questions or to demonstrate our experience in the municipal markets and does not constitute “advice” within the meaning of Section 975 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act. We encourage you to consult with your own legal and financial advisors to the extent you deem
appropriate in connection with the offering of the securities. If you have any questions concerning our intended role and relationship with you, we would be
happy to discuss this with you further.

This communication shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the securities in any state or jurisdiction
in which such an offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state or jurisdiction.

J.P. Morgan makes no representations as to the legal, tax, credit, or accounting treatment of any transactions mentioned herein, or any other effects such
transactions may have on you and your affiliates or any other parties to such transactions and their respective affiliates. You should consult with your own
advisors as to such matters.

JPMorgan Chase & Co. and its affiliates do not provide tax, legal or accounting advice. This material has been prepared for informational purposes only, and is
not intended to provide, and should not be relied on as the basis for making an investment decision nor as tax, legal or accounting advice. You should consult
your own advisors in respect of any tax, legal or accounting matter.

This presentation does not carry any right of publication or disclosure, in whole or in part, to any other party, without the prior consent of J.P. Morgan. Additional
information is available upon request.

J.P. Morgan is the marketing name for the investment banking activities of JPMorgan Chase Bank, N.A., J.P. Morgan Securities LLC (member, NYSE),
J.P. Morgan Securities plc (authorized by the FSA and member, LSE) and their investment banking affiliates. © Copyright 2019. JPMorgan Chase & Co. All
rights reserved.
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J.P. Morgan Municipal Market Update

A. Recent J.P. Morgan Transactions

AWARD SIZE UNDERLYING FINAL FINAL FINAL FINAL
ISSUER DATE ($MM) RATING COUPON SPREAD  YIELD MTY
Nevada Housing Division — Series 20198 (NV) 10-July 75.00 NR/AA+/INR 3.350% 106 3.350% 2049
Wylie Independent School District — Series 2019A (TX) 10-July 158.80 Aa2/AAAINR 3.125% 90 3.180% 2050
Wylie Independent School District — Series 2019B (TX) 10-July 27.54 Aa2/AAAINR 2.250% 8 2.250% 2041
(TFhle\glfat;opolitan Water District of Southern California — Series C/D (CA) 3-July 175.63 NRINR/AA+ ) SIFMA -6 ) 2020
Novant Health - Series 2019A (NC) 26-June 306.99 Aa3/AA-/AA- 4.000% 85 3.160% 2052
Michigan Finance Authority - LGLP Rev Ref Bonds, Series 2019A (M) 26-June 6.475 NR/AA-INR 5.000% 78 2.610% 2032
Michigan Finance Authority - LGLP Rev Ref Bonds, Series 2019B (MI) 26-June 6.795 NR/AA-INR 3.560% 103 3.560% 2035
Ohio Housing Finance Agency - RMRB 2019B (OH)s 25-June 150.00 Aaa/NRINR 4.500% 64 1.950% 2050

Source: Thomson Reuters and Bloomberg, ‘Step coupon, 2Final maturity indicates put date, *Remarketing, “Combined Series, STaxable, ®PAC bond, priced to average life

B. Market Commentary

"  The UST curve steepened last week amid Federal Reserve Chairman Powell’s testimony and stronger than expected inflation data;
week-over-week UST yields decreased in the 2-year spot by 3 bps, and increased in the 5-, 10-, and 30-year spots by 2, 6, and 8 bps,
respectively®

"  Powell testified to Congress for the Fed’'s semi-annual monetary policy testimony and continued to reiterate dovish sentiment,
saying “trade tensions and concerns about the strength of the global economy continue to weigh on the U.S. economic outlook™
= Powell highlighted business sentiment, a global slowdown in manufacturing, and persistently low inflation as factors
weighing on the U.S. outlook
®  Minutes released from the June Fed meeting last week reinforced Powell’s statements at the testimony, citing motivations for a
rate cut such as insurance against downside risks, continued inflation shortfalls, and a lower estimate of the natural rate of
unemployment®
=  J.P. Morgan Research continues to expect a 25 bps cut at both the July and September Fed meetings
"  On Thursday, the June Consumer Price Index (CPI) beat expectations of 0% with an increase of 0.1% last month and core CPI
increased 0.3% versus market expectations of 0.2%; core inflation is at +2.3% YoY?
®  June Producer Price Index (PPI) also beat expectations, increasing by 0.1% versus market expectations of unchanged
= |nitial Jobless Claims also beat market expectations of +221,000, reporting an increase of +209,000°

" In the municipal market, the MMD curve also steepened but yields moved inversely to UST yields, decreasing in the 2-, 5-, 10-, 30-year
spots by 8, 10, 4, and 1 bp (s), respectively*
= July reinvestment capital and persistent record inflows have led demand to outpace supply, contributing to the decrease in
MMD vyields over the past week despite primary municipal supply of $8.3 billion®®
" Lipper reported combined monthly and weekly inflows of $3.1 billion last week; high-yield, intermediate, long-term, and
California funds continue to hit new record inflows, with larger fund complexes attracting the higher inflows®
"  YTD net investment of $48.8 hillion is a record high for this time of year, ranking second amongst full year net inflows
since the data began in 1992
" MMD/UST ratios continue to decline given heightened investor demand: 10-year and 30-year ratios declined to 75.05% and
86.65%, respectively®

" In the short-term market, SIFMA reset at 1.18%, a decrease of 31 bps, as long-term investors put cash to work in the short-term market
as they await a pickup in supply 35
®  Looking ahead, $8.9 billion is expected to price in the primary municipal market this week®

1J.P. Morgan Research, US Fixed Income Markets Weekly, 7/12/2019, jpmm.com
°The Federal Reserve Board, Press Release 7/10/2019, federalreserve.gov

3J.P. Morgan Research, US Fixed Income Markets Weekly — Municipals, 7/12/2019
“Thomson Reuters Municipal Market Data

5 Bloomberg

SLipper, iMoneyNet for the period ending 7/10/2019

For additional market information and commentary, please go to J.P. M0r96a1n Markets at jpmm.com J. P Morgan
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C. Interest Rate Forecast
MMD YIELDS 7/12/2019 1m Ahead 3Q19 4Q19 1Q20 2Q20
2-Year 1.16% 1.15% 1.10% 0.90% 0.85% 0.95%
5-Year 1.20% 1.20% 1.10% 0.90% 0.85% 1.00%
10-Year 1.58% 1.55% 1.50% 1.40% 1.30% 1.40%
30-Year 2.28% 2.30% 2.20% 2.20% 2.10% 2.25%
TAXABLE YIELDS 7/12/2019 1m Ahead 3Q19 4Q19 1Q20 2Q20
Fed Funds 2.38% 2.15% 1.90% 1.90% 1.90% 1.90%
3-Month LIBOR 2.32% 2.20% 2.05% 2.15% 2.05% 2.05%
2-Year T Note 1.84% 1.80% 1.70% 1.40% 1.30% 1.50%
5-Year T Note 1.86% 1.80% 1.70% 1.45% 1.35% 1.55%
10-Year T Note 2.11% 2.10% 1.90% 1.75% 1.65% 1.80%
30-Year T Bond 2.63% 2.65% 2.50% 2.45% 2.40% 2.50%

Source: J.P. Morgan Research, US Fixed Income Markets Weekly, 7/12/2019, jpmm.com, Thomson Reuters Municipal Market Data, Bloomberg as of 7/12/2019, current rates as of

7/12/2019

D. Market Monitor

SHORT TERM MUNICIPAL MARKET
SIFMA Index

1-Month LIBOR

SOFR*

SIFMA/1-Month LIBOR Ratio
Tax-exempt MMF Flows 4-week Avg."?2
LONG TERM MUNICIPAL MARKET
AAA MMD (30-Year)

AAA MMD (30 - 2 Year)

30-Year SIFMA Swap Rate?

30-Year 3M LIBOR Swap Rate3

All Muni Fund Flows 4-week Avg.2

CORPORATE SPREADS TO UST (BPS)

J.P. Morgan JULI Index
J.P. Morgan Domestic HY Index

EQUITIES AND ENERGY ($)
S&P 500

DJIA
NASDAQ 100
WTI Crude Oil (per bbl.)

71122019
1.18%
2.33%
2.36%

50.60%
$907mm

71122019
2.28%
1.12%
1.81%
2.28%

$1,895mm

7/12/2019

140
454

71122019
3,014
27,332
7,943
60.21

1-WEEK A
-31 bps
-3 bps
-23 bps
-12.36%
$761mm
1-WEEK A
-1 bps
7 bps
2 bps
5 bps
$1,786mm
1-WEEK A
1 bps
6 bps
1-WEEK A
0.78%
1.52%
1.30%
4.69%

10Y AVERAGE
0.44%
0.63%
0.81%
70.04%

10Y AVERAGE
3.32%
2.59%
2.70%
3.06%

10Y AVERAGE
168
557
YTDA
20.22%
17.17%
25.49%
13.67

Source: J.P. Morgan, Bloomberg, Thomson Reuters Municipal Market Data, The Bond Buyer; Lipper FMI, iMoneyNet, *Average dating back to 8/22/2014 using historical indicative

SOFR, Federal Reserve Bank of New York

E. Yield Curve Rates and Ratios

BENCHMARK/MATURITY
MMD

usT
MMD/UST Ratio

2-YEAR

1
1

16%
84%

63.15%

5-YEAR
1.20%
1.86%

64.57%

10-YEAR
1.58%
2.11%
75.05%

30-YEAR
2.28%
2.63%
86.65%

Source: J.P. Morgan, Thomson Reuters Municipal Market Data as of 7/12/2019

IMMF: Money Market Fund, 1-week A represents the actual figure reported for the previous week
2Reflects all tax-exempt mutual funds reporting on a weekly or monthly basis, excluding tax-exempt money market funds
3Swap rates are provided for informational purposes only. Please note that J.P. Morgan no longer enters into interest rate derivative transactions with municipal or public
entities, and therefore will not serve as swap counterparty to public entities on any new interest rate derivative transactions

For additional market information and commentary, please go to J.P. Morgan Markets at jpmm.com
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F. Coupon diversity increased in the long-end of the curve in 1H19, with only 41% of bonds issued
with 5% coupons YTD compared to 50% in 2018

" YTD in 2019, the municipal market has incorporated a greater portion of sub-5% coupon bonds into tax-exempt new
issuance as compared to “standard” 5% coupon bonds in recent years

Sub-5% coupon bonds made up 54% of issuance in 1H2019, up from 42% in 2018
Coupon diversity has been most prominent in the longer end of the curve where only 41% of bonds with a tenor
15 years or longer have had 5% coupons and 54% of issuance has had coupons less than 5%

®  Following the elimination of tax-exempt advance refunding through the Tax Cuts and Jobs Act of 2017, issuers have
turned to sub-5% coupon bonds to lower all-in TIC and meet growing demand from investors

With light supply and low rates, investors are increasingly searching for yield; lower coupon structures allow
investors to receive a higher yield-to-call without sacrificing credit

Historically, some investors have been hesitant to invest in sub-5% coupon bonds when rates are higher or there
is an expectation of rising rates, as there was a greater chance of being exposed to de-minimis, thereby
decreasing the liquidity of the bonds

However, the decrease in MMD yields YTD has reduced the risk of de-minimis tax implications and extension
risk for investors in lower coupon structures as it lowers the likelihood that bonds trade at a discount in the
secondary market

®  Continued record-breaking YTD municipal bond fund inflows and net negative supply of -$35 billion from July-August
may act as a tailwind, as investors seek to deploy capital allowing issuers greater structuring flexibility overall

Sub-5% coupon municipal bond issuance increased in 1H19 as issuers look for structure optionality
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Source: Bloomberg LEAG as of 7/1/2019, Bloomberg, A Staple of Muni-Bond Market Is Going Away as Rates Keep Falling, 7/10/2019, Bloomberg.com

Note: Includes only tax-exempt fixed-rate bonds
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For additional market information and commentary, please go to J.P. Morgan Markets at jpmm.com
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stated, any views or opinions expressed herein are solely those of the authors listed, and may differ from the views and opinions expressed by JPMS's Research
Departments or other departments or divisions of JPMS and its affiliates. Research reports and notes produced by the Research Departments of JPMS are
available from your Registered Representative or at http://www.morganmarkets.com. JPMS’s policies prohibit employees from offering, directly or indirectly, a
favorable research rating or specific price target, or offering to change a rating or price target, to a subject Client as consideration or inducement for the receipt of
business or for compensation. JPMS also prohibits its research analysts from being compensated for involvement in investment banking transactions except to
the extent that such participation is intended to benefit investors.

This presentation was prepared exclusively for the benefit and internal use of the J.P. Morgan client to whom it is directly addressed and delivered (including such
client’s affiliates, the “Client”) in order to assist the Client in evaluating, on a preliminary basis, the feasibility of possible transactions referenced herein. The
materials have been provided to the Client for informational purposes only and may not be relied upon by the Client in evaluating the merits of pursuing transactions
described herein. No assurance can be given that any transaction mentioned herein could in fact be executed.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. Opinions and estimates
constitute our judgment as of the date of this material and are subject to change without notice. Past performance is not indicative of future results. Any financial
products discussed may fluctuate in price or value. This presentation does not constitute a commitment by any J.P. Morgan entity to underwrite, subscribe for or
place any securities or to extend or arrange credit or to provide any other services.

J.P. Morgan's presentation is delivered to you for the purpose of being engaged as an underwriter, not as an advisor, (including, without limitation, a Municipal
Advisor (as such term is defined in Section 975(e) of the Dodd-Frank Wall Street Reform and Consumer Protection Act)) . The role of an underwriter and its
relationship to an issuer of debt is not equivalent to the role of an independent financial advisor. The primary role of an underwriter is to purchase, or arrange for
the purchase of, securities in an arm’s-length commercial transaction between the issuer and the underwriter. An underwriter has financial and other interests
that differ from those of the issuer. If selected as your underwriter, J.P. Morgan will be acting as a principal and not as your agent or your fiduciary with respect to
the offering of the securities or the process leading to issuance (whether or not J.P. Morgan or any affiliate has advised or is currently advising the Client on other
matters). Any portion of this presentation which provides information on municipal financial products or the issuance of municipal securities is given in response
to your questions or to demonstrate our experience in the municipal markets and does not constitute “advice” within the meaning of Section 975 of the Dodd-
Frank Wall Street Reform and Consumer Protection Act. We encourage you to consult with your own legal and financial advisors to the extent you deem
appropriate in connection with the offering of the securities. If you have any questions concerning our intended role and relationship with you, we would be happy
to discuss this with you further.

This communication shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the securities in any state or jurisdiction
in which such an offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state or jurisdiction.

J.P. Morgan makes no representations as to the legal, tax, credit, or accounting treatment of any transactions mentioned herein, or any other effects such
transactions may have on you and your affiliates or any other parties to such transactions and their respective affiliates. You should consult with your own advisors
as to such matters.

JPMorgan Chase & Co. and its affiliates do not provide tax, legal or accounting advice. This material has been prepared for informational purposes only, and is
not intended to provide, and should not be relied on as the basis for making an investment decision nor as tax, legal or accounting advice. You should consult
your own advisors in respect of any tax, legal or accounting matter.

This presentation does not carry any right of publication or disclosure, in whole or in part, to any other party, without the prior consent of J.P. Morgan. Additional
information is available upon request.

J.P. Morgan is the marketing name for the investment banking activities of JPMorgan Chase Bank, N.A., J.P. Morgan Securities LLC (member, NYSE),
J.P. Morgan Securities plc (authorized by the FSA and member, LSE) and their investment banking affiliates.

© Copyright 2019. JPMorgan Chase & Co. All rights reserved.
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Tax-exempt and taxable yields are sensitive to growth expectations and geopolitical news

Week-over-week, the 10-year UST yield increased by 6 bps while the 10-year MMD yield decreased by 4 bps
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J.P. Morgan Research expects the Fed to cut rates at both the July and September
meetings, amid escalating trade tensions and concerns over a slowdown in global growth

FOMC dots vs. market expectations
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FOMC year-end Fed Funds Target Rate projections
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UST volatile last week amid Fed Chair Powell's testimony and stronger than expected
inflation data, while MMD Yyields decreased amid strong market technicals

5Y MMD and UST vyields for the week ending July 12

2.00% - —4—"5-year UST =lll=5-year MMD

._._M
1.75% -
1.50% -
1.25% - ._.\.\.\.\.
1.00% : : : : :

5-Jul 8-Jul 9-Jul 10-Jul 11-Jul 12-Jul

Source: Thomson Reuters Municipal Market Data, J.P. Morgan; as of 7/12/2019

10Y MMD and UST vyields for the week ending July 12

2.40% 1 —e—10-year UST —#—10-year MMD
2.20% A
2.00% - ’_""'.—./.§‘
1.80% -
1.60% A = i —T u
1.40% : : : : :

5-Jul 8-Jul 9-Jul 10-Jul 11-Jul 12-Jul

Source: Thomson Reuters Municipal Market Data, J.P. Morgan; as of 7/12/2019

Market Moves

7/12/2019 7/05-7/12 6/12-7/12 1/02-7/12
curen e O -~ Clarge 10

5-year UST 1.86% +2 bps -2 bps -64 bps
10-year UST 2.11% +6 bps -2 bps -55 bps
30-year UST 2.63% +8 bps +1 bps -35 bps
5-year MMD 1.20% -10 bps -16 bps -72 bps
10-year MMD 1.58% -4 bps -7 bps -69 bps
30-year MMD 2.28% -1 bps -7 bps -71 bps
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Record inflows and light supply support the municipal market in 2019

= Tax-reform continues to have an impact on the municipal market; however, strong demand and low supply has driven market
dynamics in 2019

= Municipal bond funds have received 27 consecutive weeks of inflows of $48.8 billion YTD, the best start to the year since Lipper
started recording the data series in 1992
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I W W W W Rates & Economic Summary
Ratios between MMD and UST yields remain low amidst strong investor demand for tax-
exempt paper

10-Year AAA Tax-Exempt / Treasury Yield (Ratio) 30-Year AAA Tax-Exempt / Treasury Yield (Ratio)
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Over the past twenty years, the 30-year tax-exempt yield has been higher than current
levels 98.5% of the time

Percentage of time over the past twenty years that MMD has been greater than current levels
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J.P. Morgan Research expects 10-year UST yields to reach 1.75% by 4Q19

J.P. Morgan now foresees an inverted yield curve throughout 2019 JPM U.S. Treasury Interest Rate Forecast (%)
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BOARD REPORT ITEM
BOND FINANCE DIVISION
OCTOBER 10, 2019

Report regarding a Request for Proposal for Underwriters issued by the Texas Department of
Housing and Community Affairs

BACKGROUND

The Texas Department of Housing and Community Affairs (the Department) issues single
family mortgage revenue bonds (SFMRBs) to provide financing opportunities to low, very
low, and moderate income homebuyers, and to refund existing debt for savings or other
benefits.

While the Taxable Mortgage Program is the primary financing mechanism for the
Department’s homeownership programs, SFMRBs often result in lower mortgage rates. In
addition, premium realized on the sale of SFMRBs has been significant, funding down
payment and closing cost assistance and most, if not all, of the lender compensation for the
related mortgage loans. This allows the Department to manage its liquidity position,
ensuring the long-term viability of the single family program. In fiscal year 2019, the
Department issued over $475 million in SFMRBs.

On July 24, 2019, the Department issued a Request for Proposals (RFP) for Underwriters
interested in serving as Senior Manager and/or Co-Manager for one or more SFMRB issues
beginning in fiscal year 2020. Nineteen responses were received, of which two were
disqualified for non-conformance with RFP requirements. A review team of Department
staff evaluated the eligible responses, and selected the following firms to serve as the
Department’s Underwriters (the Underwriting Team):

Firm Eligible Role
Barclays Senior or Co-Manager
Jefferies Senior or Co-Manager
J.P. Morgan Senior or Co-Manager
Morgan Stanley Co-Manager
Piper Jaffray & Co. Co-Manager
Ramirez & Co., Inc. Co-Manager
RBC Capital Markets Senior or Co-Manager

Firms initially selected to serve as Co-Manager may, depending on the circumstances, be
elevated to serve as Senior Manager for the Department.
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Staff, in consultation with the Department’s financial advisor, will select firms on the
Underwriting Team to serve as Senior Manager and Co-Managers for each bond issue on a
transaction-by-transaction basis. Underwriter roles for each transaction will be based on a
combination of factors, including past performance, creative and viable recommendations
for structures that meet the Department’s financing needs, specific experience or expertise
with the proposed financing structure, and other relevant considerations.

The term of the award is one year, with the ability to renew and extend for one year per
renewal, for a maximum of three consecutive renewal years.

Page 2 of 2



2d



BOARD REPORT ITEM
BOND FINANCE DIVISION
OCTOBER 10, 2019

Report regarding a Request for Proposal for TBA Program Administrator issued by the Texas
Department of Housing and Community Affairs

BACKGROUND

In October 2012, following several years of unfavorable market conditions for the issuance
of tax-exempt single family mortgage revenue bonds, the Texas Department of Housing and
Community Affairs (the Department) implemented its Taxable Mortgage Program (TMP) as a
way to provide financing opportunities to low, very low, and moderate income homebuyers.
The TMP financing mechanism is commonly referred to as TBA, which stands for To Be
Announced, because mortgage rates and loan pricing are established daily for an unspecified
par amount of mortgage loans to be reserved, closed, pooled into mortgage-backed
securities, and delivered to the TBA Program Administrator in the future. The TBA Program
Administrator hedges the TMP loan pipeline, bearing the financial risks and costs associated
with changes in market conditions and pipeline fallout. TMP is currently the Department’s
primary financing mechanism, funding over $1.1 billion in mortgage loans in fiscal year 2019.
The Department’s current contract for TBA Program Administrator, evidenced by a Master
Trade Confirmation, expires December 1, 2019.

On August 12, 2019, the Department issued a Request for Proposals (RFP) for firms
interested in serving as TBA Program Administrator. The RFP had a submission deadline of
September 9, 2019. One proposal was received. A review team of Department staff
evaluated the response, and selected Hilltop Securities to serve as TBA Administrator to the
Department. Hilltop Securities, formerly First Southwest Company, has served as TBA
Program Administrator for the Department since October 2012.

The term of the award is two years, with the ability to renew and extend for one year per
renewal, for a maximum of three consecutive renewal years.

The Master Trade Confirmation for this contact is anticipated to be presented at the Board
meeting to be held November 7, 2019, for consideration and possible approval.
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BOARD REPORT ITEM
BOND FINANCE DIVISION
OCTOBER 10, 2019

Report regarding a Request for Proposal for Mortgage Warehouse Facility issued by the
Texas Department of Housing and Community Affairs

BACKGROUND

The Texas Department of Housing and Community Affairs (the Department) has maintained
a Mortgage Warehouse Facility (the Facility) since 2010. The Facility is a financing tool
available to the Department for use when it is economically or operationally beneficial to do
so, and is primarily used to reduce the cost of negative arbitrage associated with the
issuance of single family mortgage revenue bonds. Negative arbitrage is the cost that results
when the interest paid on the bonds exceeds the interest earned on the investment of bond
proceeds. Bond proceeds are invested short-term, typically in a guaranteed interest
contract, until used to purchase mortgage-backed securities (MBS). Under current market
conditions, short-term investment rates are less than the overall interest rate on the bonds.
The resulting shortfall is negative arbitrage.

The Facility reduces negative arbitrage by allowing the Department to originate and pool
mortgage loans prior to bond closing. The resulting MBS are purchased and held by the
Facility until the bond issue closes, at which time bond proceeds are used to purchase the
MBS into the trust estate that has been pledged as security for the bonds. The earlier MBS
are delivered to the trust estate, the lower the cost of negative arbitrage. While the MBS
are held by the Facility, the Facility receives and retains the payments received on the MBS,
and the Department receives a fee against the par amount of MBS held in the Facility. The
Department’s current Facility expires on December 1, 2019.

On August 12, 2019, the Department issued a Request for Proposals (RFP) for firms wishing
to provide the Facility. The RFP had a submission deadline of September 9, 2019. One
proposal was received. A review team of Department staff evaluated the response and
selected Hilltop Securities to provide these services. Hilltop Securities, formerly First
Southwest Company, has provided a Facility for the Department since 2010.

The term of the award is two years, with the ability to renew and extend for one year per
renewal, for a maximum of three consecutive renewal years.

The contract for the Facility is a Warehousing Agreement, which is anticipated to be

presented at the Board meeting to be held November 7, 2019, for consideration and
possible approval.
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BOARD ACTION REQUEST
COMPLIANCE DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on a Dispute of the Compliance Division’s assessment of
the Applicant’s compliance history to be reported to the Executive Award Review Advisory Committee
regarding Estates at Shiloh (19439)

RECOMMENDED ACTION

WHEREAS, Tex. Gov't Code §2306.057 requires a compliance assessment to be completed
and reported to the Board prior to approving a project for funding;

WHEREAS, 10 TAC, Chapter 1, Subchapter C, related to Previous Participation and
Executive Award Review Advisory Committee (EARAC) is the Department’s rule and
process for making the required assessment and report;

WHEREAS, 10 TAC §1.301(e)(3)(A) classifies a portfolio as a Category 3 if the number of
Events of Noncompliance that were not corrected during the Corrective Action Period
equals or exceeds 50% of the number of properties in the Combined Portfolio, with a
minimum of three events of non-compliance within the last three years;

WHEREAS, there are three sponsors for Estates at Shiloh (19439), Generation Housing
Partners, Hill Tide Partners and the City of Dallas Housing Finance Corporation. The
combined portfolio of these three sponsors results in a portfolio of 12 properties with
eight Events of Noncompliance that were not corrected during the Corrective Action
Period, therefore classifying them as a Category 3;

WHEREAS, 10 TAC §1.301(f)(3)(B) requires the Compliance Division to recommend denial
of the award for any applicant with a portfolio classified as a Category 3;

WHEREAS, the Department notified the Applicant of the determination of their Category
3 status, and the Applicant then timely requested to have this matter presented to the
Board;

WHEREAS, Generation Housing Partners and Hill Tide Partners are Category 2 applicants
and the City of Dallas Housing Finance Corporation has taken measures to remedy the

underlying cause for past noncompliance and ensure compliance in the future;

WHEREAS, Tex. Gov’t Code §2306.057(c) provides the Board discretion to approve a
project application despite noncompliance; however, the Board must fully document and
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disclose any instances in which the Board approves a project application despite any
noncompliance; and

WHEREAS, Staff requests the Board determine that EARAC may provide a positive award
recommendation to the Board with or without conditions;

NOW, therefore, it is hereby

RESOLVED, that the Board has considered the compliance history of the Applicant, and
determines, for application Estates at Shiloh (19439), that the Applicant’s compliance
history as documented and disclosed herein should not preclude a positive
recommendation from EARAC; and

FURTHER RESOLVED, that the Application is authorized to proceed through its remaining
evaluation and proceed to EARAC for review and consideration of recommendation and
possible conditions, without being precluded from a positive recommendation by EARAC
because of its compliance history.

BACKGROUND

The Compliance Division monitors each property at least once every three years. After a monitoring visit,
areport is sent to the owner identifying the Events of Noncompliance (if applicable). A 90-day corrective
action period is provided, which can be extended for good cause if a request is made during the
corrective action period. Tex. Gov’'t Code §2306.6719 provides that events of noncompliance that are
corrected during the applicable corrective action period are disregarded for the purposes of assessing
an applicant’s compliance history when applying for funding. All correspondence between the
Compliance Division and the Development is conducted through the Department’s web-based
Compliance Monitoring and Tracking System (CMTS). All the events of noncompliance discussed in this
agenda item are now corrected, but were not corrected during their allowable corrective action period.

The City of Dallas Housing Finance Corporation Events of Noncompliance include:

O Failure to resolve final construction inspection deficiencies (cited at one property)
Noncompliance with Affirmative Marketing requirements (cited at two properties)
Violations of the Uniform Physical Condition Standards (cited at two properties)
Noncompliance with tenant selection criteria (cited at one property)

Household Income above income limit upon initial occupancy (cited at one property)

O O 0O

The assessment of compliance history is performed by the Compliance Division in accordance with the
rules set out at 10 TAC §1.301, which define the level or “category” of compliance an applicant or affiliate
has achieved. Under 10 TAC §1.301(e)(3), Category 3 is defined. Under 10 TAC §1.301(f)(3), following a
process of how an Applicant may provide evidence or comment regarding the accuracy of the
categorization, “if the Application is still considered a Category 3, the Compliance Division will
recommend to EARAC denial of the award.”
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Under the EARAC rule found at 10 TAC §1.303(c):

(1) A positive recommendation by EARAC represents a determination that, at the time of
the recommendation and based on available information, each of the applicable and
required members has not identified a rule or statutory-based impediment (within their
area of expertise) that would prohibit the Board from making an award. . . .

(4) A negative recommendation by EARAC will result if one of the applicable required
members has determined that an Applicant has not satisfied a material requirement of
TDHCA rule or federal or state statute relevant to the award sought and the material
requirement cannot be cured through one of the conditions proposed by the Applicant or
listed in Subsection (e) of this section. . ..

Accordingly, by rule, if an applicant or affiliate is determined by rule to be a Category 3, and evidence
and comment submitted do not change that designation, then the Compliance Division must
recommend to EARAC denial of the award. In turn, EARAC cannot make a positive recommendation, and
must recommend against the award because of the negative recommendation of the Compliance
Division (as a required member of EARAC) if “the material requirement cannot be cured through one of
the conditions . . . listed in Subsection (e).”

This is the third previous participation review the City of Dallas Housing Finance Corporation has been
through since April 2019. Each time they partnered with different organizations. Based on those
combinations, they have been approved each time. This particular application when combined with
these particular applicants creates the Category 3 designation. Nonetheless, the underlying issues
themselves are unchanged and have been accepted by EARAC and the Board, as recently as the
September 5, 2019, meeting in association with application 19419 Palladium Redbird.

The applicant in this matter has provided an explanation for why its issues of non-compliance were not
corrected during the corrective action period, and has indicated that they have taken measures to ensure
the issues will not be repeated. Specifically, the applicant has contracted with a third party to provide
oversight for compliance with Affirmative Marketing requirements and tenant files, replaced the
property manager and established a new process to vet contractors. However, as detailed, above, the
current Previous Participation Rule requires the Compliance Division to recommend denial of the award
as the Combined Portfolio is classified as a Category 3.
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DHEFC

City of Dallas Housing Finance Corporation
1500 Marilla Street, 6DN. Dallas. Texas 75201
214-670-5988

Friday, September 27, 2019

Via Email to bobby.wilkinson@tdhca.state.tx.us

Bobby Wilkinson, Executive Director

Texas Department of Housing and Community Affairs
PO Box 13941

Austin, Texas 78701

RE: Previous Participation Review for Application 19439

Dear Mr. Wilkinson,

The purpose of this letter is to provide a response to events of noncompliance (“Events”)
identified as a result of the Previous Participation Review (“PPR™) related to the application for
4% housing tax credits to the Texas Department of Housing and Community Affairs (“TDHCA”)
for the Estates at Shiloh development, Application No. 19439, to be located at 2649 Centerville
Road, Dallas, Texas 75228 (“Development”). The applicant is TX Casa View 201 8, Ltd. and the
City of Dallas Housing Finance Corporation (“DHFC”) will be the sole member of the general
partner entity, TX Casa View 2018 GP, LLC. As a result of the DHFC’s participation, it is
understood that a PPR was conducted on developments in the DHFC’s portfolio.

Particularly, this response is to address Events related to two developments which were
built on land owned by the DHFC and where the DHFC serves as the sole member of the general
partner of the entity that owns the improvements. These developments are known as Providence
Mockingbird Apartments, TDHCA ID No. 4225, and Park at Cliff Creek, TDHCA ID No. 1312.
DHFC has implemented changes at both developments since these Events in order to ensure that
such events do not occur again.

Providence Mockingbird Apartments Events:

In 2012, the DHFC ProvidenceatMockingbird, LL.C was admitted as the general partner in
Hines 68, LP. The DHFC, as the sole member of the limited liability company, has supervisory
oversight of the property manager under the limited partnership agreement. The current property
management team is CF Real Estate Services LLC (“CFRES”). The DHFC Board closely
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monitors the operations of CFRES and requires the management team to provide quarterly reports
on the operations, finances, and condition of the property. Recognizing the seriousness of the
Events, CFRES engaged an outside company, Windsor Compliance (“Windsor™), a division of
RealPage, Inc., to provide compliance monitoring in order to curtail future Events from occurring
as outlined below. This measure was taken in direct response to, and following the Events. Since
Windsor’s engagement there has been no recurrence of the cited Events.

Event 1: Noncompliance related to Affirmative Marketing requirements in §10.617 —
To prevent future Events, CFRES submits monthly marketing reports to Windsor to ensure staff is
adhering to the affirmative fair housing market plan (AFHMP).

Event 2: Household income above limit upon occupancy/Unit not leased to Low
Income Household - Additionally, Windsor reviews move-in and recertification files. CFRES
staff also reviews recertifications monthly to ensure they are completed in a timely manner to limit
future Events.

Event 3: Noncompliance with tenant selection requirements in §10.610 — To mitigate
against future Events, CFRES staff has all applicants sign the resident selection criteria.

Event 4: Violations of the Uniform Physical Condition Standards (‘18) — The
Regional Service Director for CFRES conducts quarterly inspections of the physical asset to avoid
violations of the Uniform Physical Condition Standards or future Events.

All the Events identified for Providence Mockingbird Apartments have been corrected.
Furthermore, since the Events have occurred there has been no recurrence of uncured Events.

As previously stated, the DHFC Board has a vested interest to ensure the physical asset is
operating in compliance with all applicable requirements in addition to providing a high quality of
life for its residents and maintaining a positive cash flow. Since February 2018, there has been
increased oversight on the performance of CFRES. The DHFC Board has not been satisfied with
the level of response by CFRES in certain instances. Recently, the on-site property manager was
replaced. Since the replacement of the property manager, there has been an improvement in the
level of service. The DHFC Board continues to closely monitor CFRES and is committed to the
continuous improvement of compliance with all requirements. Especially, with respect to
providing corrective actions to any future Events in a timely manner.

Park at Cliff Creek Events:

In partnership with the Cesar Chavez Foundation (“CCF”), the DHFC, as the sole member
of PCC280 LLC, the general partner of the ownership entity, owns and manages the Park at Cliff
Creek Apartments. Unfortunately, the property experienced construction challenges due to
inexperience on the part of the architect engaged. A suit was filed, and damages awarded from the
architect as a result. This architect has not been used on any other DHFC properties. In the future,
the DHFC and the CCF will thoroughly vet contractors to ensure they are qualified and have a
thorough knowledge of all applicable laws, codes, and requirements so future Events do not occur.

TDHCA PRR Response Page 2 of 5
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Event 1: Failure to resolve final construction deficiencies — A response was provided to
TDHCA to address the deficiencies on September 15, 2017, by PCC’s property management
division. TDHCA provided a closeout response stating the response was sufficient to close the
issues identified at the inspection conducted on November 6, 2016.

Event 2: Violations of the Uniform Physical Condition Standards — On March 21, 201 7,
PCC property management staff submitted a response to TDHCA regarding deficiencies
discovered during an inspection on September 12, 2016. On April 20, 2017, TDHCA provided a
letter stating all repairs and corrections were made and that they were sufficient to close the issues.

To date, all of the deficiencies have been corrected for the Park at Cliff Creek Apartments
and there have been no further uncured Events.

It is important to note that as it relates to the Estates at Shiloh, the applicant has engaged
an architect experienced in tax credit developments in Texas; this ensures that the Events
experienced at Park at Cliff Creek will not be repeated. Additionally, the applicant will use Alpha
Barnes as the management company for Estates at Shiloh. Alpha Barnes currently manages
DHFC’s Martha’s Vineyard development, which has had no such Events. The use of a management
company with a history of strong compliance will ensure Events experienced at Providence
Mockingbird Apartments will not occur at Estates at Shiloh.

Based on the response provided in this letter, we humbly request TDHCA'’s Board approval
of the PPR for the application for the Development. This Development fulfills a desperate need
to provide affordable units for seniors in the City of Dallas (“City”). The City adopted a a
Comprehensive Housing Policy (“Policy™) which outlines a strategy to address a shortage of
20,000 affordable housing units in three years. This Development impacts this shortage and is
located in one of the fifteen Reinvestment Strategy Areas identified in the Policy. Additionally,
for the last three years, the City has suffered a severe disadvantage when it comes to directing the
primary source of equity, 9% housing tax credits, for the production of affordable multifamily
residential units due to the disaster declaration point boost for other counties in Region 3. Without
participation in the 4% housing tax credit program, it is difficult to meet or address the housing
shortage in the City.

We appreciate the TDHCA Board’s consideration in this matter.

Sincerely,

C. HJ.,.Za.S\/

Marcy C. Helfand
President, City of Dallas Housing Finance Corporation

CC: Texas Department of Housing and Community Affairs:
Marni Holloway, Director of Multifamily Finance
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Teresa Morales, Program Administrator 4% Tax Credit and Bonds
Patricia Murphy, Director of Compliance
Beau Eccles, General Counsel and Board Secretary

City of Dallas Housing Finance Corporation:
Avis Chaisson, Assistant General Manager
Kyle Hines, Area Redevelopment Manager

Generation Housing Development:
Adrian Iglesias, President
Chris Applequist, Vice President - Partner

Hill Tide Partners:
Bob Long, Managing Partner

Purple Martin Real Estate:
Audrey Martin

Shackelford, Bowen, McKinley & Norton, LLP:
John Shackelford, Esq.

TDHCA PRR Response
Application No. 19439
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‘S h q Cke I fo rd John C. Shackelford
9201 N. Central Expressway
A LIMITED LIABILITY PARTNERSHIP Fourth Floor
ATTORNEYS & COUNSELORS Dallas, Texas 75231
(214) 780-1400 (Main)
(214) 780-1414 (Direct)
(214) 780-1401 (Fox)
jshack@shackelford.law

September 27, 2019

Via Email to bobby.wilkinson@tdhca.state.tx.us
Bobby Wilkinson, Executive Director

Texas Department of Housing and Community Affairs
211 E. 11th Street

Austin, Texas 78701

RE: Estates at Shiloh
TDHCA No. 19439

Dear Mr. Wilkinson,

This law firm represents TX Casa View 2018, LTD. (“Applicant”), which submitted an
application for an award of 4% housing tax credits (the “Application”). We understand that, as a
result of TDHCA’s previous participation review (“PPR”), several issues of noncompliance have
been identified affecting the several parties involved in Applicant’s organizational structure, which
parties include (i) Generation Housing Partners, LLC (“GHP”), (ii) Hill Tide Partners, LLC (“Hill
Tide”), and (iii) City of Dallas Housing Finance Corporation (“DHFC”). Under 10 TAC
§1.301(f)(3)(B), the Executive Award Review Advisory Committee (“EARAC”) is obligated to
recommend to the TDHCA governing board (the “Board”) that the Application be denied. By this
letter, Applicant respectfully requests that the Board, pursuant to its discretionary powers
authorized in Texas Gov’t Code §2306.057(c), authorize the TDHCA staff to proceed through its
remaining evaluation and scoring of the Application notwithstanding the issues of noncompliance.

By separate letter, DHFC is addressing its respective noncompliance issues that contributed
to the classification of this Application as a Category 3 and, most importantly, remedial measures
that have been taken. Because this Firm also represents GHP, this letter details the instances of
noncompliance associated with the GHP portfolio. As you consider Applicant’s request, please
bear in mind that this issue before you is primarily because of the multiple parties involved. Of
the eight (8) noncompliance events, six (6) are in the DHFC portfolio and two (2) are in the GHP
portfolio. It is important to note however, that both DHFC and GHP have recently received awards
from the TDHCA.

Shackelford, Bowen, McKinley & Norton, LLP
Dallas  Nashville  Austin - Fort Worth  Frisco  Houston — Baton Rouge



Texas Department of Housing and Community Affairs
September 27, 2019
Page 2

Waiver of Rule:

Texas Gov’t Code §2306.057(c) grants the Board discretion to approve a project
application despite noncompliance, provided that the Board fully documents and discloses such
approval. We therefore request that the Board approve the Application despite the issues of
noncompliance based on the Applicant’s remedial efforts.

Basis for Request:

Applicant has engaged Alpha Barnes, a well-respected LIHTC management company, to
be the management company for the Estates at Shiloh. Alpha Barnes has been in business for
nearly twenty years and its principals have been in the real estate industry developing and
managing multifamily properties since the mid 1970’s. Alpha Barnes currently manages more
than 200 tax credit properties. Notably, Alpha Barnes is the property management agent for
another project in the DHFC portfolio and the project it manages has no outstanding issues of
noncompliance. The affordable projects in which DHFC has an interest and which have
compliance issues are not managed by Alpha Barnes. Thus, the Board should approve the
Application despite the noncompliance issues in the DHFC portfolio because the management
company will be the one that manages other affordable projects without noncompliance issues.

GHP Violations:

Generation Housing Development, LLC (“GHD”), the majority owner of GHP, is the HUB
member of the general partner that owns Windy Ridge Apartments (TDHCA 13071) (“Windy
Ridge”). Although it GHD materially participates in the review of operations, it has very little
independent authority to affect changes because its voting interest is 20% and it has only one of
five seats on the governing board of, the general partner.

The Windy Ridge noncompliance issues were the result of a change in the property
management company and, within the transition period, the new management agent, Dominium,
missed a deadline (despite GHD's emails reminding them of the impending deadline) but corrected
this noncompliance quickly and took steps to put better procedures in place to ensure that these
issues are avoided completely in the future.

Additionally, the noncompliance issue at Emma Finke Villas (TDCHA 15341/1002050)
was resolved when the Final Construction Inspection Report was submitted within the corrective
action period. The deficiencies were resolved as soon as GHP was aware of them and GHP has
taken note of this process and implemented changes so it will not have any issues moving forward.

In conclusion, these events of noncompliance were addressed quickly and resulted in
improved and more efficient procedures. Thus, the events will have no effect on the Estates at
Shiloh and support the fact that the Board should use its discretion to approve the Application.



Texas Department of Housing and Community Affairs
September 27, 2019
Page 3

Request:

We respectfully request that based on Applicant’s relationship with Alpha Barnes, GHP’s
quick response to any issues and focus on improvement, and Applicant’s assurance that these
events of noncompliance will not occur in the future, the Board authorize Staff to proceed through
its remaining evaluation, scoring and processing of the Application despite the Category 3
noncompliance finding during PPR.

If you have any questions or concerns or if I can be of further assistance on this matter,
please do not hesitate to let me know. Thank you in advance for your careful review of this
response.

Sincerely,

Dl C Gaeclecksod /150

John C. Shackelford

cc: Beau Eccles (Via E-Mail to beau.eccles@tdhca.state.tx.us)
Patricia Murphy (Via E-Mail to patricia.murphy@tdhca.state.tx.us)
Marnie Holloway (Via E-Mail to Marni. Holloway@tdhca.state.tx.us)
Sharon Gamble (Via E-Mail to sharon.gamble@tdhca.state.tx.us)
Avis Chaisson (Via E-Mail to avis.chaisson@dallascityhall.com)
Kyle Hines (Via E-Mail to kyle.hines@dallascityhall.com)
Adrian Iglesias (Via E-Mail to aiglesias@ghdevelopment.com)
Chris Applequist (Via E-Mail to chris.applequist@ghdevelopment.com)
Bob Long (Via E-Mail to bob.long@hilltidepartners.com)
Audrey Martin (Via E-Mail to audrey@purplemartinre.com)
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BOARD ACTION REQUEST
HOME AND HOMELESSNESS PROGRAMS DIVISION

OCTOBER 10, 2019

Presentation, discussion, and possible action on 2020 Ending Homelessness Fund Awards

RECOMMENDED ACTION

WHEREAS, the Ending Homelessness Fund (EH Fund) was authorized through the
85t Texas Legislature to allow registrants of a motor vehicle in Texas to elect to
contribute any amount of funds to be used to provide grants to counties and
municipalities to combat homelessness;

WHEREAS, pursuant to Tex. Transp. Code §502.415(g), the Department shall
adopt rules governing applications for grants from the EH Fund and the issuance
of those grants;

WHEREAS, on December 30, 2018, the Department adopted a rule to make the
EH Fund available to eligible Emergency Solutions Grants (ESG) Program and
Homeless Housing and Services Program (HHSP) Subrecipients, provided the
donations to the EH Fund did not exceed $500,000 per state fiscal year; and

WHEREAS, the EH Fund was made available to cities and counties that were also
ESG or HHSP Subrecipients, and six municipalities applied for a portion of the EH
Fund for a total of $210,810;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director, his designees, and each of them be and
they hereby are authorized, empowered, and directed, for and on behalf of the
Department, to take any and all such actions as they or any of them may deem
necessary or advisable to effectuate awards totaling $210,810 in the EH Fund
recommended as detailed in Attachment A as recommended by EARAC.

BACKGROUND

The 85th Texas Legislature passed H.B. 4102, which was enacted to be effective on September 1,
2017. The act amended Subchapter H, Chapter 502, Transportation Code to add §502.415,
Voluntary Contribution to the EH Fund. This section allows registrants of a motor vehicle in Texas
to elect to contribute any amount of funds to the EH Fund. Funds are sent by the local county
assessor-collector to the Comptroller, and held in trust to be administered by the Department as
trustee. The funds must be utilized to provide grants to counties and municipalities to combat
homelessness.

The Department adopted a rule governing the administration of the EH Fund which allows the
fund to be administered by cities and counties with an existing award of ESG or HHSP so long as
the balance of the funds does not exceed $500,000 at the end of the state fiscal year. The EH
fund may be utilized for any eligible activity under the ESG Program or HHSP.
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The EH fund began accepting donations through the vehicle registration program of the Texas
Department of Motor Vehicles in January 2018. A total of $210,810 in donations was made
through May 31, 2019. Shortly thereafter, the Department announced that these funds were
made available for distribution to eligible entities with existing HHSP or ESG contracts as outlined
in rule on June 5, 2019. The total balance of the EH Fund as of the last report available — July 31,
2019 — was $231,468.58, which continues to be less than the $500,000 threshold. Once these
awards are made, the balance of the fund will be reduced by the awarded amount; the fund will
then begin to grow again, and funding will be made available in accordance with the provisions
in rule governing EH fund distribution.

This proposed allocation of EH Fund was made available through the selection process outlined
in 10 TAC §7.64. To be eligible for EH funds an entity had to be a city or county that had a current
ESG or HHSP award with the Department. Eligible entities that chose to participate were required
to submit a proposed budget, proposed performance statement, and activity descriptions. The
funds were available utilizing an equal distribution among EH Fund eligible entities. Six EH Fund
eligible Applicants submitted an Application for an award of $35,135 each, and one entity, the
City of Houston, declined to participate.

Eligible EH Fund Applicants that are HHSP Subrecipients have proposed to use the funds for
Homeless Assistance, Homeless Prevention, Emergency Shelter Operations, Essential Services,
Case Management, and Administration, per 10 TAC Homeless Programs, Subchapter B, Homeless
Housing and Services Programs, Section §7.27, Eligible Costs. The eligible EH Fund Applicant that
is an ESG Subrecipient, the City of Texarkana, has proposed to use the funds for Emergency
Shelter to support the Randy Sams’ Outreach Center, per 10 TAC Homeless Programs, Subchapter
C, Emergency Solutions Grants, §7.32, Use of ESG Funds.

The Previous Participation Rule (10 TAC §1.302) includes a review of applicants prior to Board
recommendation. This review was completed for all proposed Subrecipients and all awards are

being recommended without condition.

The results of the EH Fund distribution, including funding recommendations, are included for
approval as Attachment A.
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Attachment A: Ending Homelessness Fund Award Recommendations

Other Homelessness Program
Application # Eligible Entity | Participation Total awarded
City of
30206010001 | Arlington Homeless Housing and Services Program | $35,135.00
30205030002 | City of Austin | Homeless Housing and Services Program | $35,135.00
30206000003 | City of Dallas Homeless Housing and Services Program | $35,135.00
30206030004 | City of El Paso | Homeless Housing and Services Program | $35,135.00
30206000005 | City of Plano Homeless Housing and Services Program | $35,135.00
City of
30206070006 | Texarkana Emergency Solutions Grants Program $35,135.00
Total $210,810.00
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BOARD ACTION REQUEST
HOME AND HOMELESSNESS PROGRAMS DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action on an amendment to the 2018 Emergency Solutions Grants
Program Contract for Youth and Family Alliance, dba LifeWorks

RECOMMENDED ACTION

WHEREAS, the Emergency Solutions Grants (ESG) Program is funded by the U.S.
Department of Housing and Urban Development (HUD);

WHEREAS, the Board approved $8,449,611 in 2018 ESG awards through the Department
during the fall of 2018, including an award of $415,763 to Youth and Family Alliance
(LifeWorks) of which $233,007 was awarded for emergency shelter activities;

WHEREAS, the ESG funds have a two-year expenditure period through HUD, which ends on
September 11, 2020;

WHEREAS, the Department resolved its monitoring finding identified by HUD for its ESG
Program in August 2019, which included a finding for LifeWorks related to the definition of
homelessness;

WHEREAS, LifeWorks has requested a six-month extension from October 31, 2019, to April
30, 2020, and a budget amendment to move $118,572 from emergency shelter to rapid re-
housing and Homeless Management Information System (HMIS) as part of the effort to
address the monitoring finding; and

WHEREAS, per 10 TAC §7.41(b)(3), extension requests of more than three months, but less
than six months require authorization by the Board;

NOW, therefore, it is hereby

RESOLVED, that the extension request is approved, and the Executive Director, his
designees, and each of them be and they hereby are authorized, empowered, and directed,
for and on behalf of the Department, to take any and all such actions as they or any of them
may deem necessary or advisable to effectuate the Contract amendment of a six-month
extension with Lifeworks.
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BACKGROUND

The ESG Program is a HUD-funded program designed to assist people experiencing homelessness or at-
risk of homelessness to regain stability in permanent housing quickly after experiencing a housing crisis
and/or homelessness. The program components under ESG include street outreach, emergency shelter,
rapid re-housing, homelessness prevention, HMIS, and administration. Rapid re-housing and
homelessness prevention may be used for housing relocation and stabilization services and short-term
and medium-term rental assistance.

The Board approved an award for LifeWorks of $415,763 in 2018 ESG funds on October 11, 2018. Since
the fall of 2018, the Department has been working with HUD to resolve a monitoring finding of non-
compliance that involved LifeWorks’ emergency shelter processes. The Community Planning and
Development (CPD) HUD field office found that LifeWorks had been assisting persons in their emergency
shelter who were in foster care or extended foster care and did not meet HUD’s definition of
homelessness under 24 CFR §576.2.

LifeWorks submitted a plan for corrective action, which included a transition plan for all non-ESG eligible
clients currently receiving services through the emergency shelter provided by LifeWorks. However,
LifeWorks also requested a review of the validity of HUD’s determination that persons in foster care or
extended foster care do not meet the definition of homelessness. In August 2019, the Special Needs
Assistance Office (a division of CPD in DC) of HUD upheld the original finding of noncompliance.

In order to continue to resolve the HUD finding, LifeWorks has requested to move a portion of
emergency shelter funds within their ESG contract to the categories of rapid re-housing and HMIS, and
has requested a six-month extension to April 30, 2020. The HOME and Homelessness Programs Division
Director has approved the budget amendment. Per 10 TAC §7.41(b)(3), the six-month extension requires
approval from the Board. The six-month extension does not extend past the expiration date of the 2018
ESG funds with HUD.

Staff recommends approval of the six-month extension.
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From: Kate Bennett

To: Naomi Cantu; Kali Adams; ESG Program
Cc: Susan McDowell; Erin Whelan
Subject: LifeWorks TDHCA ESG Contract Amendment and Extension request
Date: Thursday, August 22, 2019 4:42:57 PM
Attachments: imaqge003.png
082219 LifeWorks ESG budget-amdmt.pdf
Importance: High
Dear TDHCA,

Attached you will find LifeWorks budget amendment request for our current ESG contract,
#42185030007. LifeWorks would also like to request a 6 month extension for a new contract end
date of 4/30/2020. This amendment and extension was discussed over the phone with Naomi and
Kali on 8/16/19.

LifeWorks has had a monitoring finding from TDHCA for our Emergency Shelter since August 2018
regarding serving youth in extended foster care. This finding has been elevated to HUD’s Office of
General Council and is still pending a resolution. Due to the pending resolution, LifeWorks has
underspent our Emergency Shelter budget this contract year. Since it is now August 2019 and the
resolution is still pending, we would like to amend our contract to move our remaining unspent
Emergency Shelter funds ($118,572) into our Rapid Rehousing and HMIS services. LifeWorks’
current ESG contract ends on 10/31/19. In order to spend our full contract down, we are requesting
a 6 month extension.

LifeWorks is grateful for TDHCA’s partnership as we have navigated this unknown together over the
past year. LifeWorks will continue to support TDHCA in answering any questions you may have, as
well as supporting HUD’s Office of General Council as they continue to look into extended foster care
in Texas and nationally. We believe the delayed resolution of the finding is a highly unusual and
extenuating circumstance that supports a 6 month contract extension.

If more information is needed for our amendment or extension request, please do not hesitate to
reach out to me, Susan McDowell, or Erin Whelan. If our extension request needs to go before the
TDHCA board, please let us know which board meeting to attend.

Thank you for your continued partnership and support.
Kate

Kate Bennett, MPH | Director of Grants and Contracts Compliance

Pronouns: she/her/hers
LifeWorks, Empowering Self-Sufficiency

3700 S. 15! Street | Austin, TX 78704
O - 512-735-2147 | C — 347-623-7865
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TDHCA ESG Budget Amendment Form

After completing the ESG Budget Amendment form, send signed scanned copy to esg@tdhca.state.tx.us.

Date Submitted: August 22, 2019
ESG Subrecipient: Youth and Family Alliance dba LifeWorks
Contract Number: 42185030007

Categories Original Budget Change Amended Budget

Administration 0] S0 S0
Data Collection (HMIS) $65,008 $25,000 $90,008
Homeless Prevention (auto-calculated subtotal) S0 S0 S0
Homeless Prevention - Financial S0 S0 S0
Homeless Prevention - Project-based rental assistance S0 S0 S0
Homeless Prevention - Services SO S0 S0
Homeless Prevention - Tenant-based rental assistance S0 S0 S0
Rapid Re-housing (auto-calculated subtotal) $117,748 $93,572 $211,320
Rapid Re-housing - Financial $9,930 $6,000 $15,930
Rapid Re-housing - Project-based rental assistance S0 SO S0
Rapid Re-housing - Services $77,164 $87,572 $164,736
Rapid Re-housing - Tenant-based rental assistance $30,654 SO $30,654
Shelter (auto-calculated subtotal) $233,007 -$118,572 $114,435
Shelter - Conversion S0 S0 S0
Shelter - Essential Services $164,459 -$101,464 $62,995
Shelter - Major Rehabilitation SO S0 S0
Shelter - Operations $68,548 -517,108 $51,440
Shelter - Renovation S0 SO S0
Shelter - Uniform Relocation Assistance (URA) S0 S0 S0
Street Outreach S0 SO S0

Total $415,763 S0 $415,763

Match| Original Match Change Amended Match

Matching percentage

100%

0%

100%

(o - la¥ Renrutf 3"/9;/;7

Ca A2 ecrnt D1 Guapics (anhads, (Gugplan

Subrecipient Signature

Printed name

T

Date

Request a performance target adjustment by placing an "x" in the following box:

%

Page 1 of 1

Updated August 1, 2019






This email (and any related attachments) is the property of LifeWorks Youth & Family Alliance and may contain confidential and privileged
material for the sole use of the intended recipient(s). Any review, use, distribution or disclosure by others is strictly prohibited. If you are not
the intended recipient (or authorized to receive for the recipient), please contact the sender and delete all copies of the message.

END YOUTH

HOMELESSNESS

From: Kate Bennett

Sent: Friday, August 16, 2019 4:32 PM

To: Naomi Cantu <naomi.cantu@tdhca.state.tx.us>; Kali Adams <kali.adams@tdhca.state.tx.us>
Subject: Thank you and follow-up

Hi Naomi and Kali,
Thank you for speaking with LifeWorks this morning!

Here’s my notes and questions:

e For our current contract, we will submit an amendment to move remaining shelter budget to

RRH and request an extension.
o Naomi, can you please confirm that we will do not need to adjust our performance
measures.

e For our future contract, Naomi, can you confirm it will be an option to move our shelter
budget into RRH? We hope this will not be necessary, but we want to have a plan for all
scenarios.

Thanks!
Kate

Kate Bennett, MPH | Director of Grants and Contracts Compliance

Pronouns: she/her/hers
LifeWorks, Empowering Self-Sufficiency

3700 S. 15t Street | Austin, TX 78704
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This email (and any related attachments) is the property of LifeWorks Youth & Family Alliance and may contain confidential and privileged
material for the sole use of the intended recipient(s). Any review, use, distribution or disclosure by others is strictly prohibited. If you are not
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
OCTOBER 10, 2019

Presentation, discussion, and possible action regarding a request for a Material Amendment to the
Housing Tax Credit Application for Memorial Apartments (HTC# 18235)

RECOMMENDED ACTION

WHEREAS, Memorial Apartments (the Development) received an award of Housing Tax
Credits (HTCs) in 2018 under the USDA Set-Aside for the acquisition and rehabilitation of
246 units of multifamily housing in McAllen, Hidalgo County;

WHEREAS, the Development currently has a Housing Assistance Payment (HAP) contract
attached to 64 units and a USDA rental assistance contract on 142 units;

WHEREAS, TX McAllen Memorial Apartments Il, LP (the Development Owner or Owner)
is requesting an amendment to the Application to prepay the USDA 514 loan and
remove the corresponding USDA rental subsidy from the Development;

WHEREAS, during the underwriting review at application, staff asked the Applicant if
USDA would accept the ground lease structure with the Owner, and the Applicant
assured staff the ground lease would be accepted by USDA, which ultimately was not
accepted by USDA;.

WHEREAS, the prepayment structure was presented to staff after the 2018 HTC award
when USDA did not accept the ground lease structure;

WHEREAS, pursuant to 10 TAC §11.5(2)(A) of the 2018 Qualified Allocation Plan (QAP), a
proposed or Existing Residential Development that, before September 1, 2013, has been
awarded or has received federal financial assistance provided under Section 514, 515, or
516 of the Housing Act of 1949 (42 U.S.C. Section 1484, 1485, or 1486) may be
attributed to and come from the At-Risk Development Set-aside or the Uniform State
Service Region in which the Development is located, regardless of whether the
Development is located in a Rural area;

WHEREAS, pursuant to 10 TAC §11.5(3)(B)(i) and (ii) of the 2018 QAP, Applications
participating in the At-Risk Set-Aside must include evidence of the qualifying subsidy,
and any stipulation to maintain affordability in the contract granting the subsidy or any
HUD-insured or HUD-held mortgage will be considered to be nearing expiration or
nearing the end of its term if expiration will occur or the term will end within two years
of July 31 of the year the Application is submitted;
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WHEREAS, neither the HAP or USDA subsidies for the Development are due to expire
within two years of July 31 of the year the Application was submitted;

WHEREAS, if the Application had indicated the USDA 514 loan would be prepaid, this
Development would not qualify under the USDA Set-Aside and the Application would
not be eligible under the At-Risk Set-Aside;

WHEREAS, pursuant to 10 TAC §11.5(2)(B) of the 2018 QAP, if a property receiving
USDA financing is unable to score under the USDA Set-Aside and is located in an Urban
subregion, it will be scored as Urban;

WHEREAS, if the property had been scored in Region 11 Urban, it would not have
scored high enough to be competitive to receive a Tax Credit Award;

WHEREAS, this request falls under 10 TAC §10.405(a)(4)(1), as a modification considered
material by the staff and therefore required to be presented to the Board as such; and

WHEREAS, in accordance with 10 TAC §10.405(a)(5), amendment requests will be
denied if the Department finds that the request would have changed the scoring of an
Application in the competitive process such that the Application would not have
received a funding award or if the need for the proposed modification was reasonably
foreseeable or preventable by the Applicant at the time the Application was submitted,
unless good cause is found for the approval of the amendment;

NOW, therefore, it is hereby
RESOLVED, that the requested Material Amendment for Memorial Apartments to
remove the USDA funding is hereby denied, and the Executive Director and his

designees are each authorized, directed, and empowered to take all necessary action to
effectuate the foregoing.

BACKGROUND

Memorial Apartments received an award of $1,883,683 of annual Housing Tax Credits in 2018 under
the USDA At-Risk Set-Aside for the acquisition and rehabilitation of 246 units of multifamily housing in
McAllen, Hidalgo County, of which 142 units receive USDA rental assistance, 64 units receive project
based vouchers, and the remaining 40 units do not have rental assistance, but are restricted to USDA
approved rents. This Development previously received an HTC award in 2012, but was unable to get

USDA approval post-award and the Housing Tax Credits were returned to the Department.

In a letter dated June 11, 2019, Melissa Fisher, the representative for the Development Owner,
requested approval to remove the USDA funding from the Development but still remain in the At-Risk
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Set-Aside. According to the Owner, the Development is not eligible for USDA funding because USDA
does not consider the property eligible under the 514 financing structure due to the ground lease
structure for the ad valorem tax exemption and the handling of the existing USDA grants. In addition,
USDA has questioned whether the property is meeting its purpose of serving farm labor workers, as
less than 25% of the units receiving USDA rental assistance are occupied by farm labor qualified
households. Furthermore, the Owner has indicated that the property currently relies on an annual
waiver from USDA to occupy a majority of the RD units with non-farm labor qualified residents in need
of affordable housing.

The Owner further contends the Development should still be considered At-Risk, as USDA has
confirmed that the Owner can prepay the existing debt, which would eliminate the RD rental subsidy.
With the elimination of the rental subsidy, the Owner has indicated the property will clearly be at risk.
The Owner asserts, even though they could not qualify for the USDA financing, the Development
should still be considered At-Risk since the 2018 At-Risk Set-Aside was under subscribed. The Owner
believes the good cause for this request to remove the USDA funding and remain in the At-Risk Set-
Aside is USDA’s agreement for prepayment of the current USDA loan., which was not reasonably
foreseeable and outside of the control of the Owner However, it must be pointed out the retirement
of the USDA debt was not considered a possibility during the underwriting review of the Application.
During the underwriting review, staff on multiple occasions questioned if USDA would accept the
ground lease structure with the Owner. The Owner assured staff multiple times the ground lease
would be accepted by USDA. The prepayment structure was presented to staff after the 2018 HTC
award when USDA did not accept the ground lease structure as expected by staff.

Staff has reviewed the Owner representative’s assertions and has come to the following conclusions:
Pursuant to 10 TAC §11.5(2)(A) of the 2018 Qualified Allocation Plan, a proposed or Existing Residential
Development that, before September 1, 2013, has been awarded or has received federal financial
assistance provided under Section 514, 515, or 516 of the Housing Act of 1949 (42 U.S.C. Section 1484,
1485, or 1486) may be attributed to and come from the At-Risk Development Set-aside or the Uniform
State Service Region in which the Development is located, regardless of whether the Development is
located in a Rural area. At the time of Application, the Owner met this requirement, as the
Development was receiving federal financial assistance provided under Section 514. However, by
prepaying the USDA 514 loan as proposed by the Owner, the Development would no longer qualify
under the USDA Set-Aside, and does not qualify under the At-Risk Set-Aside. Furthermore, if the
Application had indicated the USDA 514 loan would be prepaid, this Development would not have
been considered as an At-Risk Development, and would have not been recommended for tax credits
under the 2018 Qualified Allocation Plan.

Pursuant to 10 TAC §11.5(3)(B)(i) and (ii) of the 2018 QAP, Applications participating in the At-Risk Set-
Aside must include evidence of the qualifying subsidy, and any stipulation to maintain affordability in
the contract granting the subsidy or any HUD-insured or HUD-held mortgage will be considered to be
nearing expiration or nearing the end of its term if expiration will occur or the term will end within two
years of July 31 of the year the Application is submitted. Absent of the Owner’s election to prepay the
loan, the USDA loan and associated subsidy do not expire until January 26, 2040, and the HAP contract
does not expire until May 1, 2033. Therefore, because the qualifying subsidy and the stipulation to
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maintain affordability in the contract granting the subsidy is not expiring within two years, the
Development is not At-Risk. On the contrary, on March 12, 2019, USDA issued a letter to the Owner
outlining over 30 items that required resolution in order to move forward with the transfer application.
To the Department’s knowledge, no response was submitted to USDA to resolve these items.

Furthermore, the Owner has indicated that a Restrictive Use Covenant (RUC) will be placed on the
Development to assure existing USDA residents are not displaced as a result of the prepayment of the
current 514 loan and corresponding loss of the rental subsidy, and an adequate tenant protection
reserve account is required as a condition of the loan payoff in order to protect the existing tenants.
According to the Owner representative, the lender and investor are requiring a $2.7 million reserve for
rental subsidy. The Owner explained this reserve requirement was determined to be sufficient to
insure compliance with the RUC for a minimum of 15 years and was calculated by taking the last 12
months of rental assistance from USDA of $300K and allowing for the impact of the new vouchers and
normal turnover of the USDA units. The amount of this reserve is subject to USDA approval, and
therefore, staff assumes the approved amount will be sufficient to maintain feasibility throughout the
tenure of existing tenants. According to the Owner, if the RUC reserve is not used in full prior to the
release of the RUC by USDA, those funds will be used exclusively by the housing authority as rental
subsidy on the Development, serving only very low income households. At no time will the funds be
released for any purpose other than rental subsidy. Staff believes that, even though the Owner is
electing to prepay the USDA loan and exit the USDA RD Farm Labor program, given the required tenant
protection reserve, the stipulation to maintain affordability in the contract granting the USDA subsidy
is not nearing expiration. In addition, the affordability restrictions (due to the HAP contract) would
remain. Therefore, the Development does not meet 10 TAC §11.5(3)(B)(ii) of the 2018 QAP to qualify
under the At-Risk Set-Aside.

The Owner indicated that there are no material changes being made in the budget related to
rehabilitation of the property, nor are there any changes to the scope of work. However, the Owner
provided an updated market study, financing letter, and financial exhibits from the Application for staff
to evaluate other financial changes. The Owner has indicated the unit mix and targeting did not
change, but the Housing Authority of the County of Hidalgo has allocated 28 additional project-based
vouchers to the Development in lieu of the USDA rental subsidy. With the additional Section 8 income
and without the USDA rent restrictions, Effective Gross Income has increased from $1,268,774 to
$1,680,185. Annual operating expenses increased from $944,727 to $1,026,997, while Net Operating
Income has more than doubled from $273,407 to $653,187. The proposed development costs
increased from $24,022,393 to $26,884,393, mainly due to changes in the proposed property transfer
price (a $750K increase) for this related-party transfer, and due to the addition of the $2.7 million RUC
reserve. The first lien debt amount increased from $4,540,000 to $9,900,000, while the $3 million
seller note was eliminated. The updated financial information has been analyzed by the Real Estate
Analysis (REA) Division, and the REA analysis indicates, aside from the question as to whether the
Development meets the requirements for the At-Risk Set-Aside with the proposed changes, the
Development remains feasible and continues to support the previously awarded HTC amount.

However, staff also evaluated the proposed amendment for scoring purposes and determined the
Application was not eligible for an award if not in the At-Risk Set-Aside. The Development scored 129
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points, but the lowest scoring application that received an award in Region 11 Urban scored 153
points.

Therefore, in accordance with 10 TAC §10.405(a)(5), because the proposed amendment would have
resulted in the Development not receiving a funding award, staff recommends denial of the
amendment request to prepay the USDA loan, and exit the USDA Farm Labor program.
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Real Estate Analysis Division
September 24, 2019

Addendum to Underwriting Report

TDHCA Application #: [18235

McAllen Memorial Apartments |l

Program(s): |9% HTC

Address/Location: 501 E. Jasmine
City: McAllen County: Hidalgo Zip: 78501
APPLICATION HISTORY
Report Date PURPOSE
09/24/19 Amendment
07/23/18 Initial Underwriting
ALLOCATION
Previous Allocation RECOMMENDATION
LIHTC (0% Credit) $1,883,683 $1,883,683
SET-ASIDES
TDHCA SET-ASIDES for HTC LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 53
40% of AMI 40% of AMI 0
50% of AMI 50% of AMI 105
60% of AMI 60% of AMI 88

The original underwriting report incorrectly indicated a unit mix consisting of 53 units at 30% AMI, 107 units
at 50% AMI, and 86 units at 60% AMI. The current report reflects the correct unit mix, consisting of 53 units at
30% AMI, 105 units at 50% AMI, and 88 units at 60% AMI.

ANALYSIS

The Development received a Tax Credit allocation in the 2018 9% Tax Credit cycle in the USDA / At-Risk Set-
Aside. Subsequently, the transaction has been restructured. The Owner has submitted a request to amend
the application. The Owner proposes to pay off all existing USDA financing. As a result, the Development
would no longer qualify for the USDA Set-Aside. Whether the Development qualifies for the At-Risk Set-Aside
is a question to be addressed by the Board.

Irrespective of eligibility for the At-Risk Set-Aside, this report assesses the feasibility of the Development
under the currently proposed financial structure.
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Operating Pro Forma

Of the 246 total units, 142 currently receive USDA rental assistance; 64 receive Section 8 rental assistance;
the remaining 40 units do not receive rental assistance, but are restricted to USDA-approved rents. With
the proposed payoff of all USDA financing, USDA rental assistance will no longer be provided, and the
USDA restrictions on rent for un-assisted units will no longer be in place. The Housing Authority of the County
of Hidalgo (the 95% member of the GP) has commited to increase the number of Section 8 units to 92. The
154 non-Section 8 units would then be subject to HTC Program Rents ranging from 30% AMI to 60% AMI.

With the additional Section 8 income and without the USDA rent restrictions, Effective Gross Income has
increased from $1,268,774 to $1,680,185. Net Operating Income has more than doubled from $273,407 to
$653,187.

Development Cost

The transaction was originally proposed with a $3,000,000 identity of interest acquisition cost, and was
underwritten with no building value included in eligible basis. The current cost schedule includes a
$3,750,000 acquisition cost supported by a revised appraisal that had been submitted to USDA.

Hard costs remain unchanged. Financing costs increased $110K due to the increased debt.

The cost schedule also includes a $2.7M Restrictive Use Covenant Reserve. USDA has stated that "an
adequate tenant protection reserve account is required as a condition of the payoff [of the USDA
financing] in order to protect the existing tenants". The Owner states that "the amount was determined by
taking the last 12 months of rental assistance (RA) from USDA ... of $300K. Allowing for the impact of the new
vouchers and normal turnover of the USDA units the reserve of $2.7MM is determined to be sufficient to
insure compliance with the RUC for a minimum of 15 years." The amount of the reserve is subject to USDA
approval. The Underwriter assumes the stated amount is sufficient to maintain feasibility throughout the
tenure of existing tenants.

Sources of Funds

At initial underwriting, sources of funds included a $4.54M 538 loan from IBC Bank, $2,500 from the City of
McAllen, and a $3.0M Seller Note from the Housing Authority of the County of Hidalgo (the 95% member of
the GP) to finance the acquisition cost for the Development.

The proposed capital structure no longer includes a Seller Note. The increased NOI allows the
Development to support more hard debt, which has doubled. IBC Bank wil now provide a $9.9M
conventional loan at 4.50%. The term sheet from IBC is inconsistent, stating there will be 479 monthly
payments; but also stating the payment is based on a 35-year amortization schedule (420 months); and
specifying a payment amount that is actually equal to a 411-month amortization. Underwriting assumes a
35-year amortization.

The original application made no mention of the existing USDA financing. When asked about it, the
Applicant indicated it would be paid down to zero or "cash collateralized" in some way.

USDA has confirmed $4.3M as the required payoff amount ($690K balance due on Section 514 debt and
$3.6M to satisfy outstanding Section 516 grants). The identity of interest Seller will receive $3.75M in cash for
the sale of the Development to the HTC Partnership, which can be applied toward the USDA payoff. The
$605K remainder will be paid from existing Housing Authority cash reserves.

Conclusion

At initial underwriting, with more than 50% of the units receiving rental assistance, the Development was
exempt from feasibility limits on expense-to-income ratio, debt coverage, and long-term cash flow. With
the proposed financing structure, as a result of the increased income, exceptions are not necessary:
expense ratio is 61%, debt coverage on the increased permanent debt is 1.16 times, and cumulative cash
flow after 15 years is $1.3M. The Development remains feasible.

The analysis continues to support the previous tax credit allocation of $1,883,683.

Manager of Real Estate Analysis: Thomas Cavanagh

Director of Real Estate Analysis: Brent Stewart
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UNIT MIX/RENT SCHEDULE

McAllen Memorial Apartments Il, McAllen, 9% HTC #18235

LOCATION DATA

UNIT DISTRIBUTION

Pro Forma ASSUMPTIONS

CITY: McAllen #Beds | #Units | % Total | Assisted| MDL Income | # Units % Total Revenue Growth 2.00%

COUNTY: Hidalgo Eff - 0.0% 0 0 30% 53 21.5% Expense Growth 3.00%

Area Median Income $41,900 1 - 0.0% 0 0 40% - 0.0% Basis Adjust 130%

PROGRAM REGION: 11 2 82| 33.3% 36 0 50% 105 42.7% Applicable Fraction 100%

3 164 | 66.7% 56 0 60% 88 35.8% APP % Acquisition 3.39%

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

TOTAL 246 100.0% 92 - TOTAL 246 | 100.0% Average Unit Size 815 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 to Mrkt

Type Rent Type Rent Units Beds Baths NRA Rent Allow Rent Max Rent psf | per Unit Rent Rent Unit Rent psf Max Underwritten Analyst
TC 30% $396 SEC 8 $557 14 2 1 689 $557 $89 $468 $0 $0.68 $468 $6,552 $6,552 $468 $0.68 $0 $780 $1.13 $780
TC 30% $396 6 2 1 689 $396 $89 $307 $0 $0.45 $307 $1,842 $1,842 $307 $0.45 $0 $780 $1.13 $780
TC 50% $661 15 2 1 689 $661 $89 $572 $0 $0.83 $572 $8,580 $8,580 $572 $0.83 $0 $780 $1.13 $780
TC 60% $793 SEC 8 $557 6 2 1 689 $557 $89 $468 $0 $0.68 $468 $2,808 $2,808 $468 $0.68 $0 $780 $1.13 $780
TC 60% $793 SEC 8 $557 16 2 1 689 $557 $89 $468 $0 $0.68 $468 $7,488 $7,488 $468 $0.68 $0 $780 $1.13 $780
TC 60% $793 14 2 1 689 $793 $89 $704 $0 $1.02 $704 $9,856 $9,856 $704 $1.02 $0 $780 $1.13 $780
TC 50% $661 2 1 725 $661 $89 $572 $0 $0.79 $572 $1,716 $1,716 $572 $0.79 $0 $780 $1.08 $780
TC 50% $661 8 2 1 725 $661 $89 $572 $0 $0.79 $572 $4,576 $4,576 $572 $0.79 $0 $780 $1.08 $780
TC 30% $457 SEC 8 $726 14 3 1 865 $726 $104 $622 $0 $0.72 $622 $8,708 $8,708 $622 $0.72 $0 $1,000 $1.16 $1,000
TC 30% $457 19 3 1 865 $457 $104 $353 $0 $0.41 $353 $6,707 $6,707 $353 $0.41 $0 $1,000 $1.16 $1,000
TC 50% $763 37 3 1 865 $763 $104 $659 $0 $0.76 $659 $24,383 $24,383 $659 $0.76 $0 $1,000 $1.16 $1,000
TC 50% $763 28 3 1 880 $763 $104 $659 $0 $0.75 $659 $18,452 $18,452 $659 $0.75 $0 $1,000 $1.14 $1,000
TC 50% $763 3 3 1 880 $763 $104 $659 $30 $0.78 $689 $2,067 $1,977 $659 $0.75 $0 $1,000 $1.14 $1,000
TC 50% $763 6 3 1 880 $763 $104 $659 $0 $0.75 $659 $3,954 $3,954 $659 $0.75 $0 $1,000 $1.14 $1,000
TC 60% $915 SEC 8 $726 42 3 1 880 $726 $104 $622 $0 $0.71 $622 $26,124 $26,124 $622 $0.71 $0 $1,000 $1.14 $1,000
TC 60% $915 3 3 1 880 $915 $104 $811 $0 $0.92 $811 $2,433 $2,433 $811 $0.92 $0 $1,000 $1.14 $1,000
TC 50% $763 5 3 1 902 $763 $104 $659 $0 $0.73 $659 $3,295 $3,295 $659 $0.73 $0 $1,000 $1.11 $1,000
TC 60% $915 7 3 1 902 $915 $104 $811 $0 $0.90 $811 $5,677 $5,677 $811 $0.90 $0 $1,000 $1.11 $1,000
TOTALS/AVERAGES: 246 200,428 $0 $0.72 $590 | $145,218 $145,128 $590 $0.72 $0 $927 $1.14 $927

ANNUAL POTENTIAL GROSS RENT: $1,742,616 | $1,741,536




STABILIZED PRO FORMA

McAllen Memorial Apartments Il, McAllen, 9% HTC #18235

STABILIZED FIRST YEAR PRO FORMA

COMPARABLES APPLICANT At TDHCA VARIANCE
2017 Income
Database Statement % EGI | Per SF | Per Unit Amount Applicant TDHCA Amount Per Unit | Per SF | % EGI % $

POTENTIAL GROSS RENT $1,434,181 $0.72 $590 $1,742,616 | $1,232,496 | $1,312,608 $1,741,536 $590 | $0.72 0.1% $1,080
DAMAGES AND NSF $3,360 $2,460 $10.00 $29,520 29,520
PET FEES, LATE FEES $8,105 $1,230 $5.00 $14,760 14,760
VENDING AND FOREFIETS $18,053 $2,460 $10.00 $29,520 29,520
Total Secondary Income $29,518 $25.00 59,040 $59,040 $20.00 | 25.0% $14,760
POTENTIAL GROSS INCOME $1,816,416 | $1,306,296 | $1,371,648 $1,800,576 0.9%| $15,840

Vacancy & Collection Loss 7.5% PGI (136,231) (97,972) (102,874) (135,043) 7.5% PGI| 0.9% (1,188)
EFFECTIVE GROSS INCOME $1,680,185 | $1,208,324 | $1,268,774 $1,665,533 0.9%| $14,652
General & Administrative $79,194 | $322/Unit $65,001 $264 | 3.37% $0.28 $230 $56,700 $50,700 $65,001 $65,001 $264 [ $0.32 3.90% -12.8% (8,301)
Management $84,636 | 5.0% EGI $0 $0] 4.00% $0.34 $273 $67,207 $51,587 $63,439 $66,621 $271 | $0.33 4.00% 0.9% 586
Payroll & Payroll Tax $264,957 | $1,077/Unit $671,839 $2,731 | 22.66% $1.90 $1,548 $380,750 $350,750 $350,750 $380,750 $1,548 | $1.90 22.86% 0.0% -
Repairs & Maintenance $135,911 | $552/Unit $66,053 $269 |  7.32% $0.61 $500 $123,000 $99,500 $159,900 $159,900 $650 | $0.80 9.60% -23.1% (36,900)
Electric/Gas $58,232 | $237/Unit $37,401 $152 | 2.38% $0.20 $163 $40,000 $40,000 $37,401 $37,401 $152 | $0.19 2.25% 6.9% 2,599
Water, Sewer, & Trash $143,317 | $583/Unit $158,155 $643 | 10.18% $0.85 $695 $171,000 $170,000 $158,155 $158,155 $643 | $0.79 9.50% 8.1% 12,845
Property Insurance $93,849 | $0.47 /st $68,531 $279 | 5.36% $0.45 $366 $90,000 $90,000 $68,531 $68,531 $279 [ $0.34 4.11% 31.3% 21,469
Property Tax (@ 0%) $127,179 | $517/Unit $0 | 0.00% $0.00 $0 $0 $0 $0 $0 $0 |  $0.00 0.00% 0.0% -
Reserve for Replacements $75,865 | $308/Unit $0| 5.12% $0.43 $350 $86,100 $79,950 $79,950 $86,100 $350 [ $0.43 5.17% 0.0% -
Cable TV - $0| 0.14% $0.01 $10 $2,400 $2,400 $2,400 $2,400 $10| $0.01 0.14% 0.0% -
TDHCA LIHTC/HOME Compliance Fees - s0| 0.59% $0.05 $40 $9,840 $9,840 $9,840 $9,840 $40 [ $0.05 0.59% 0.0% -
TOTAL EXPENSES 61.12% | $5.12 $4,175| $ 1,026,997 $944,727 $995,367 $1,034,700 $4,206 | $5.16 62.12% -0.7%| $  (7,702)
NET OPERATING INCOME ("NOI") 38.88% | $3.26 $2,655 $653,187 $263,597 $273,407 $630,833 $2,564 | $3.15 37.88% 3.5%[$ 22,354
CONTROLLABLE EXPENSES $3,136/Unit $3,257/Unit




CAPITALIZATION / TOTAL DEVELOPMENT BUDGET / ITEMIZED BASIS

McAllen Memorial Apartments Il, McAllen, 9% HTC #18235

DEBT / GRANT SOURCES

APPLICANT'S PROPOSED DEBT/GRANT STRUCTURE

Prior Underwriting

AS UNDERWRITTEN DEBT/GRANT STRUCTURE

Cumulative DCR 7/23/18 Cumulative
DEBT (Must Pay) Fee uw App Pmt Rate Amort Term Principal Applicant TDHCA Principal Term Amort Rate Pmt DCR LTC
IBC Bank Brownsville-FHLB 1.11 1.15 566,977 4.50% 35 35 $9,900,000 $4,540,000 $4,540,000 $9,900,000 35 35 4.50% $562,229 1.16 37.2%
CASH FLOW DEBT / GRANTS
Seller Note 1.11 1.15 3.00% 35 35 $0 $3,000,000 $3,000,000 $0 35 0 0.00% 1.16 0.0%
City of McAllen 1.11 1.15 0.00% 0 0 $2,500 $2,500 $2,500 $2,500 0 0 0.00% 1.16 0.0%
$566,977 TOTAL DEBT / GRANT SOURCES| $9,902,500 $9,902,500 TOTAL DEBT SERVICE $562,229 1.16 37.3%
INET CASH FLOW $63,856 | $86,210 APPLICANT NET OPERATING INCOME $653,187 $90,958 [NET CASH FLOW I
EQUITY SOURCES
APPLICANT'S PROPOSED EQUITY STRUCTURE AS UNDERWRITTEN EQUITY STRUCTURE
Credit Prior Underwriting Credit Annual Credits
EQUITY / DEFERRED FEES DESCRIPTION % Cost Annual Credit Price Amount Applicant TDHCA Amount Price Annual Credit % Cost per Unit Allocation Method
42 Equity or other investor LIHTC Equity 61.7% $1,883,683 0.87 $16,388,042 $16,469,000 $16,174,340| $16,388,000 $0.8700 $1,883,683 61.7% $7,657 Previous Allocation
DDF loan from RISE Deferred Developer Fees 2.2% (22% Deferred) $593,851 $234,893 $288,340 (12% Deferred) 1.1%] Total Developer Fee: | _ $2,393,946
Additional (Excess) Funds Req'd 0.0% $0 0.0%
TOTAL EQUITY SOURCES 63.9% $16,981,893 $16,703,893 $16,174,340| $16,676,340 62.7%
|TOTAL CAPITALIZATION | 526,884,393 | $24,246.393 | $23.716.840 | $26,578,840 | 15-Yr Cash Flow after Deferred Fee:|  $1,321,065 |
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 $4,065 / Unit| $1,000,000 $1,000,000 $3,000,000| $3,750,000 ($15,244 / Unit -73.3% ($2,750,000)
Building Acquisition $2,750,000 $11,179/ Unit|  $2,750,000 $2,000,000 $0 $0 |$/ Unit $0 0.0%|  $2,750,000
RUC reserve from RD termination $2,700,000 $0 $0| $2,700,000 $0
Off-Sites $ / Unit $0 $0 $0 $0 |$/ Unit 0.0% $0
Site Work $1,230,000 $5,000 / Unit| $1,230,000 $1,230,000 $1,230,000| $1,230,000 |$5,000 / Unit $1,230,000 0.0% $0
Site Amenities $1,050,000 $4,268 / Unit| $1,050,000 $1,050,000 $1,050,000f $1,050,000 |$4,268 / Unit $1,050,000 0.0% $0
Building Cost $8,630,800 $44.31 /sf $36,101/Unit| $8,880,800 $8,880,800 $8,880,800| $8,880,800 |$36,101/Unit  |$44.31 /sf $8,630,800 0.0% $0
Contingency $1,116,080 |10.23% 10.00%| $1,116,080 $1,116,080|  $1,116,080| $1,116,080 |10.00% 10.00%| $1,091,080 0.0% $0
Contractor Fees $1,718,763 |14.29% 14.00%| $1,718,763 $1,718,763 $1,718,763| $1,718,763 |14.00% 14.00%| $1,680,263 0.0% $0
Soft Costs 0| $1,172,500 $7,734 / Unit|  $1,902,500 $1,902,500 $1,902,500| $1,902,500 |$7,734 / Unit $1,172,500 $0 0.0% $0
Financing 0 $830,000 $7,050 / Unit| $1,734,250 $1,622,250|  $1,622,250| $1,734,250 |$7,050 / Unit $830,000 $0 0.0% $0
Developer Fee $0| $2,699,500 |17.14% 16.87%| $2,699,500 $2,699,500|  $2,393,946| $2,393,946 |15.00% 15.00%| $2,352,696 $0 12.8% $305,554
Reserves $417 / Unit $102,500 $802,500 $802,500 $102,500 [$417 / Unit 0.0% $0
TOTAL HOUSING DEVELOPMENT COST (UNADJUSTED BA]  $2,750,000 | $18,447,643 $109,286 / Unit| $26,884,393 $24,022,393 $23,716,839| $26,578,840 |$108,044 / Unit $18,037,340 $0 1.1% $305,554
Acquisition Cost ($2,750,000) $0
Contingency ($25,000) $0
Contractor's Fee ($38,500) $0
Financing Cost $0
Developer Fee $0 ($346,804) ($305,554) ($305,554)
Reserves $0
ADJUSTED BASIS / COST $0 | $18,037,340 $108,044/unit| $26,578,840 $23,716,839|  $23,716,839| $26,578,840 |$108,044/unit $18,037,340 $0 0.0% $0

TOTAL HOUSING DEVELOPMENT COSTS BASED ON 3RD PARTY PCA/CNA

$26,578,840




CAPITALIZATION / DEVELOPMENT COST BUDGET / ITEMIZED BASIS ITEMS

McAllen Memorial Apartments Il, McAllen, 9% HTC #18235

CREDIT CALCULATION ON QUALIFIED BASIS
Applicant TDHCA
Construction Construction
Acquisition Rehabilitation Acquisition Rehabilitation
ADJUSTED BASIS $0 $18,037,340 $0 $18,037,340
Deduction of Federal Grants $0 $0 $0 $0
TOTAL ELIGIBLE BASIS $0 $18,037,340 $0 $18,037,340
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $0 $23,448,542 $0 $23,448,542
Applicable Fraction 100.00% 100.00% 100.00% 100.00%
TOTAL QUALIFIED BASIS $0 $23,448,542 $0 $23,448,542
Applicable Percentage 3.39% 9.00% 3.39% 9.00%
ANNUAL CREDIT ON BASIS $0 $2,110,369 $0 $2,110,369
CREDITS ON QUALIFIED BASIS $2,110,369 $2,110,369
ANNUAL CREDIT CALCULATION FINAL ANNUAL LIHTC ALLOCATION
BASED ON TDHCA BASIS Credit Price  $0.8700 Variance to Request
Method Annual Credits Proceeds Credit Allocation Credits Proceeds
Eligible Basis $2,110,369 $18,360,161
Needed to Fill Gap $1,916,826 $16,676,340
Previous Allocation $1,883,683 $16,388,000 $1,883,683 $0 $0




Long-Term Pro Forma

McAllen Memorial Apartments Il, McAllen, 9% HTC #18235

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

EFFECTIVE GROSS INCOME 2.00% $1,680,185 | $1,713,788 | $1,748,064 | $1,783,026 | $1,818,686 | $2,007,976 | $2,216,968 | $2,447,712 | $2,702,472 | $2,983,747 | $3,294,298
TOTAL EXPENSES 3.00% $1,026,997 | $1,057,135| $1,088,164 | $1,120,109 | $1,153,000 | $1,332,627 | $1,540,447 | $1,780,906 | $2,059,154 | $2,381,158 | $2,759,071
NET OPERATING INCOME ("NOI") $653,187 $656,653 $659,900 $662,916 $665,687 $675,349 $676,521 $666,806 $643,317 $602,589 $535,227
EXPENSE/INCOME RATIO 61.1% 61.7% 62.2% 62.8% 63.4% 66.4% 69.5% 72.8% 76.2% 79.8% 83.8%
MUST -PAY DEBT SERVICE

IBC Bank Brownsville-FHLB $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229
Adjustment to Debt Per §10.302(c)(2)

TOTAL DEBT SERVICE $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229 $562,229
DEBT COVERAGE RATIO 1.16 1.17 1.17 1.18 1.18 1.20 1.20 1.19 1.14 1.07 0.95
ANNUAL CASH FLOW $90,958 $94,424 $97,671 $100,687 $103,458 $113,120 $114,292 $104,577 $81,088 $40,360 ($27,002)
CUMULATIVE NET CASH FLOW $0 $0 $0 $95,402 $198,859 $748,106 | $1,321,065 | $1,868,272 | $2,326,848 | $2,617,777 | $2,629,913




Texas Department of Housing and Community Affairs, Street Address: 221 East 11t Street, Austin, TX 78701 Mailing Address:
PO Box 13941,Austin, TX 78701, Main Number: 512-475-3800, Toll Free: 800-525-0657, Email: info@tdhca.state.tx.us, Web:
www.tdhca.state.tx.us

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: 6/7/19 Amendment Requested: Non-Material 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. Amendment submission
requirements and Board dates pertaining to Material Amendments are located on the Post Award Activities Manual page.

DEVELOPMENT INFORMATION
Dev. Name: Memorial Apartments 11 File No./ CMTS No.: 18235/
CONTACT INFORMATION

Request Submitted By: Bill Fisher Phone #/Email: (214) 608-7201
[Bill.Fisher@SonomaAdvisors.com

SECTION 1: COVER LETTER

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

] An explanation of whether the change 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 changes made from the time of Application (or as last approved by the Department) in
your request, including 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:

[] Revised Application Exhibits/Documents Reflecting and Verifying All Requested Changes — revised site plans,
surveys, Building and Unit Configuration exhibit, agreements and org charts reflecting changes in Developers or
Guarantors, etc.

] Revised Development Financing Exhibits or a Signed Statement of No Financial Impact — if sources, terms,
conditions, or amounts of financing will be impacted or changed by your amendment request, revised Application
exhibits and term sheets may be necessary (generally Material Amendments only)

X] Amendment fee of $2,500 for first amendments, $3,000 for second amendments, increase of $500 for each successive
amendment (Applicable only to Material Amendments and Non-Material Amendments if changes have already been
implemented) — 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 Post Award Rules, §10.405(a)(3)):

[] Site plan ] Scope of tenant services ] Exclusion of regs in §11.101 or §11.201.
] Number of units* [] Reduction of 3%+ in unit sq ft [] Req. to implement a revised set aside election
[ ] Bedroom mix [ ] Reduction of 3%+ common area X] Other

] 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

If “Request to implement a revised set aside” is selected above, also:

X Revised financial exhibits to the Application

X written acknowledgement from all lenders and the syndicator that they are aware of the changes being requested and

confirm any changes in terms as a result of the new election

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 to the number of LI units [] Changes to Target Population [ ] Affecting Rights of Tenant/3™ Parties
[] Changes to income or rent restrictions  [_] Removal of Non-profit [] Other

] Change in ROFR period/provisions ] Request to implement a revised set aside election

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

Check or explain items that require a non-material Application amendment (Contact your Asset Manager if you are
unsure of whether your request is non-material):

] Amendment is requesting a change in Developer(s) or Guarantor(s) and pre and post change org charts, agreements to
the change, and Previous Participation forms are attached.

[] Changes in natural person(s) used to meet the experience requirement.

[] Representations made in the Application that exceed the scope of a notification item: Describe items needed

SECTION 4B: NON-MATERIAL LURA AMENDMENT SUMMARY

Asset Management Amendment Request Form - 2



Check or explain items that require a non-material LURA amendment (Contact your Asset Manager if you are unsure of
whether your request is non-material):

] HUB participation removal (request must also include documentation showing that a) the HUB is requesting removal
of its own volition or is being removed as a result of default, b) the participation has been substantive or meaningful,
and c) where the HUB will be replaced as a GP or SLP that is not a HUB and will sell its ownership interest, an
ownership transfer request has also been submitted). HUB removal requests will only be considered after the issuance
of 8609s.

] A change resulting from a Department work out arrangement as recommended by TDHCA.
] A correction of error (Amendments to Applicable Fractions, BIN lists, Accessible Units, etc.)

[] Changes in amenities or supportive services that are referenced in the LURA (Requests to change amenities should
address whether an amenity will be replaced by an item of equal benefit or point value).

] Other Representations made in the LURA not identified above: Describe items needed

SECTION 4C: NOTIFICATION ITEM SUMMARY

Check or explain items that require a notification to the Department:

[] Change to the Development Site acreage required by the City or other local governmental authority, or changes
resulting from survey discrepancies (less than 5% change in density)

] Minor modifications to the site plan that will not significantly impact costs (relocation or rearrangement of buildings,
changes in ingress/egress, etc.)

] Increases or decreases in net rentable square footage or common areas (less than 3% change)
[] Changes in amenities not requiring a change to the LURA or negatively impacting scoring
] Changes in Developers or Guarantors with no new Principals

[] Other: Describe items needed

Asset Management Amendment Request Form - 3



RISE Residential Construction, L.P.
Attn: Melissa R. Fisher
16812 Dallas Parkway

Dallas, TX 75248
214-632-9454
972-701-5558

Mr. Kent Bedell

Region 11

Asset Manager

TDHCA

211 E. 11 Street

Austin, TX 77011 June 11, 2019

RE: Request for material amendment regarding Memorial Townhomes awarded July 2018; TDHCA #18-
235

Dear Kent:

In compliance with the rules regarding this request for amendment, the sponsor has delivered the $2500
fee to TDHCA by FEDEX express on Thursday June 6, 2019.

The change requested involves the property, funded under the at risk set aside, prepaying the USDA 514
loan and exiting the USDA RD Farm Labor program. The RD rental subsidy on a portion of the units will be
lost to the property with prepayment. It converts the RD units to standard HTC restricted units as
presented and approved at the time of the award. As a result of this termination of USDA RD participation,
the developments financing structure must be updated to reflect this change. This includes but is not
limited to the costs of prepaying the RD loan and exiting the USDA Farm Labor program.

The change is necessary for the following reasons:

1. RD does not consider the property eligible for the financing structure presented to them in the
Transfer application, specifically as it deals with, at a minimum, the ground lease structure for the
ad valorem tax exemption and the handling of the existing USDA grants.

2. Due to the property being 514, USDA has questioned whether the property is meeting it purpose
and the USDA mission by serving farm labor workers. Less then 25% of the +-180 RD units are
occupied by farm labor qualified households. Nearly all those households are retired farm
workers, not actively employed in the workforce.

3. The property today relies on an annual waiver from USDA to occupy a majority of the RD units,
with non-farm labor qualified residents in need of affordable housing.



4. RD believes the property loan is callable, at this time, and is agreeable (subject to all final
documentation and USDA approvals) to call the 514 loan and eliminate the rental subsidy. The
property is clearly at risk if this loan will be called at this time. The award was based upon both an
AT-RISK set aside and an RD set aside. The 2018 AT-RISK allocation was under subscribed.

5. A RUC will be placed on the property to assure existing RD residents are not displaced as a result
of the pay-off of the 514 loan and loss of rental subsidy.

The good cause is the agreement for repayment coming from RD which is out of the control of the
sponsors. It does lead to an updated financing structure that completes the intended purpose of the 2018
HTC award. No material change is being made in the budget related to rehabilitation of the property as
approved. No material changes are being made nor requested to the Scope of Work as approved with the
original REA underwriting report and award. This need for repayment of the 514 loan and settlement of
the existing grants identified in the processing of the transfer package, could not be reasonable foreseen.

The property owner has met the required carryover allocation conditions and 10% test. The requirements
for a transfer package approval from RD is eliminated with the repayment of the 514 loan as allowed and
noted in the original application. The 10% test materials will be submitted timely in June 2019 as this
amendment is considered by Staff. RD will be requested to confirm this in writing to the department prior
to the June 30, 2019 deadline. A transfer package is no longer required with this amended structure.

Submitted with this letter requesting review and approval of thisamendment, is an updated market study,
financing letters, sources and uses. The units mix and targeting did not change but additional project
based vouchers (PBV) are allocated to the property in lieu of the RD rental subsidy. This USDA RD 514 loan
payoff coupled with anincrease in income from the application of housing tax credit rents net of the utility
allowance, for the RD units is reflected in this material amendment filing. The property financing as
proposed and approved previously by REA is improved by this change both short and long term in the
sponsors opinion.

| respectfully request the TDHCA Board with staff support to grant the material amendment as requested.
If approved in July 2019, the sponsor plans to close the final debt and equity financing no later than
9/30/19. The applicant reserves the right to supplement with additional relevant information to the
maximum extent allowed by the rules, QAP or Texas law. The applicant’s response includes the submission
made related to the financing uploaded to the department’s server under this award #18-235.

Your consideration of the request is appreciated.
Sincerely,

ZREEas

Melissa Fisher
For Memorial Townhomes #18-235


mfisher
MF signature


15 Year Rental Housing Operating Pro Forma (All Programs)

The pro forma should be based on the operating income and expense information for the base year (first year of

income and expenses), and principal and interest debt service.
rates or for assumptions other than straight-line growth made

stabilized occupancy using today’s best estimates of market rents, restricted rents, rental

The Department uses an annual growth rate of 2% for income and 3% for expenses. Written explanation for any deviations from these growth

during the proforma period should be attached to this exhibit

INCOME YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEARS YEAR 10 YEAR 15
POTENTIAL GROSS ANNUAL RENTAL INCOME 51,742,616 61,777,468 51,813,018 $1,849,278 51,886,264 $2,082,587 $2,299,345
Secondary Income 5 73,800 | S 75,276 | S 76,782 | S 78317 | S 79,883 ]S 88,198 S 97,378
POTENTIAL GROSS ANNUAL INCOME 51,816,416 51,852,744 51,889,799 $1,927,595 51,966,147 $2,170,785 $2,396,722
Provision for Vacancy & Collection Loss {5136,231) (S138.956) {6141,735) (5144,570) 51474 J {$162,809)4 {6178,754)
Rental Concessions S0
EFFECTIVE GROSS ANNUAL INCOME $1,680,185 61,713,788 51,748,064 $1,783,026 51,818,686 $2,007,976 $2,216,968
EXPENSES
General & Administrative Expenses $56,700 $58,401 $60,153 $61,958 $63,816 $73,981 585,764
Management Fee ) 67,207 | S 68,552 | S 69,923 | S 71,321 S 72,7471 S 80,319} 5 88,679
Payroll, Payroll Tax & Employee Benefits S 380,750 | 5 392,173 | S 403,938 | S 416,056 | S 428,537 | 5 496,792 | S 575,919
Repairs & Maintenance S 123,000 | 5 126,690 | S 130,491 | S 134,405 | S 138,438 ] S 160,487 | S 186,049
Electric & Gas Utilities S 40,000 | 5 41,200 | $ 42,436 | § 43,709 | S 45,020 | S 52,1911 5 60,504
Water, Sewer & Trash Utilities S 171,000 | 176,130 | S 181,414 | 5 186,856 | S 192,462 S 223,116 S 258,653
Annual Property Insurance Premiums S 90,000 | S 92,700 | S 95,481 | S 98,345 | S 101,296 | S 117,430 5 136,133
Property Tax s -1 -8 -8 S -15 -1s =
Reserve for Replacements S 86,100 | S 88,683 | S 91,343 | S 94,084 | S 96,906 | S 112,341 1 S 130,234
Other Expenses S 12,240 | § 12,607 | S 12,985 | $ 13,375 S 13,776 | 5 15,9701 5 18,514
TOTAL ANNUAL EXPENSES $1,026,997 $1,057,135 $1,088,164 $1,120,109 $1,153,000 $1,332,627 $1,540,447
NET OPERATING INCOME $653,187 $656,653 $659,900 $662,916 $665,687 $675,349 $676,521
DEBT SERVICE
First Deed of Trust Annual Loan Payment $566,977 $566,977 $566,977 $566,977 $566,977 $566,977 $566,977
Second Deed of Trust Annual Loan Paymient
Third Deed of Trust Annua! Loan Payment 0
Other Annual Required Payment
Other Annual Required Payment i L e o )
ANNUAL NET CASH FLOW $86,210 $89,676 $92,923 $95,939 $98,709 $108,372 $109,544 |
CUMULATIVE NET CASH FLOW 586,210 $175,886 $268,308 | 53064,747 $463,457 $981,158 §1,525,946
Debt Coverage Ratio 115 1.16 118 117} 1.17 1.1 1.19
Other (Describe)
Other (Describe) i ;

By signing below | {we) are certifying that the above 15 Year pro formia, is consistent with the unit rental rate assumptions, tolai operaling expenses,
on the bank's current underwriting parameters and consistent with the ioan terms indicated in the term sheet an
ratic. (Signature only required if using this pro form

each year maintains no less than a 1.1 debt coverage

P

W. Lee Reed iV

sionature, Authorized Representative, Construction or

Permanent Lender

Printed Name
5-lun-19
Date
Mike Haynes

Signature, Authorized Representative, Syndicator

Printed Name

If a revised form is submitted, date of submission:

net operating income, and debt service coverage based

d preifiminarily consiaerea feasibie pending further diligence review. The debt service for
3 for points under §11.9(e}(1} relating to Financial Feasibility)

Phone: 956-547-1019
Email: lreed@ibr com
5-lun-19
Date
6/5/2019




15 Year Rental Housing Operating Pro Forma (All Programs)
The pro forma should be based on the operating income and expense information for the base year (first year of stabilized occupancy using today’s best estimates of market rents, restricted rents, rental
income and expenses), and principal and interest debt service. The Department uses an annual growth rate of 2% for income and 3% for expenses. Written explanation for any deviations from these growth
rates or for assumptions other than straight-line growth made during the proforma period should be attached to this exhibit.
INCOME YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15
POTENTIAL GROSS ANNUAL RENTAL INCOME 51,742,616 |  $1,777,468| 51,813,018 $1,849,278 | $1,886,264§  $2,082,587 $2,299,345
Secondary Income I $ 73,800 | $ 75,276 | 76,782 | § 78,317 | $ 79,883 | ¢ 88,198 | $ 97,378
POTENTIAL GROSS ANNUAL INCOME | $1,816,416 $1,852,744 $1,889,799 | $1,927,595 $1,966,147 $2,170,785 $2,396,722
Provision for Vacancy & Collection Loss ($136,231) ($138,956) (6141,735) ($144,570) (8147461 (5162,309 ($179,754)]
Rental Concessions S0
JEFFECTIVE GROSS ANNUAL INCOME $1,680,185 51,713,788 $1,748,064 $1,783,026 $1,818,686 $2,007,976 $2,216,968
EXPENSES
General & Administrativq_l_—:_ggpgr_ises _ $56,700 $58,401 $60,153 $61,958 _$63,816  $73,981 $85,764
ManagementFee $ 67,207 | $ 68,552 | $ 69,923 | $ 71,321 | $ 72,747 | $ 80,319 | $ 88,679
Payroll, Payroll Tax & Employee Benefits s 380,750 | $ 392,173 | $ 403,938 | § 416,056 | 428,537 § 5 496,792 | $ 575,919
Repairs & Maintenance 7_ B S 123,000 | $ 126,690 | S 130,491 | § 134,405 | & 138,438 1 160,487 || S 186,049
Electric & Gas Utilities - $ 40,000 [ $ 41,200 [$ 42,436 [ $ 43,709 [ $ 45,020 | $ 52,191} $ 60,504
Water, Sewer & Trash Utilities $ 171,000 | $ 176,130 | $ 181,414 | § 186,856 | $ 192,462 § $ 223,116 § 258,653
Annual Property Insurance Premiums Is 90,000 [ $ 92,700 | $ 95,481 | § 98,345 [ $ 101,296 f $ 117,430 [ 135,133
Property Tax $ - & 18 -3 15 -5 . £ 5
Reserve for R'eplaceme_r_l_t_s____ o ) 86,100 | $ 88,683 | § 91,343 | § 94,084 | $ 96,906 § S 112,341 $ 130,234
Other Expenses $ 12,240 | $ 12,607 | $ 12,985 | 13,375 | $ 13,776 | § 15,970 | $ 18,514
TOTAL ANNUAL EXPENSES 51,026,997 $1,057,135 $1,088,164 $1,120,109 $1,153,000 $1,332,627 $1,540,447
NET OPERATING INCOME $653,187 $656,653 $659,900 $662,916 $665,687 $675,349 $676,521
DEBT SERVICE

First Deed of Trust Annual Loan Payment $566,977 |  $566,977|  $566,977 $566,977 | $566,977 $566,977 $566,977
Second Deed QfTrusfc_ Annual Loan Payment e A e D= o [ y Al
Third Deéél Trust Annual Lgé_ﬁ Payment P L] .y R [ = 3 i
Other Annual ﬁéquired Payment N " g

Other Annual Required Payment

ANNUAL NET CASH FLOW $86,210 $89,676 $92,923 $95,939 $98,709 $108,372 $109,544
CUMULATIVE NET CASH FLOW 586,210 $175,886 $268,809 $364,747 $463,457 $981,158 $1,525,946
Debt Coverage Ratio 1.15 1.16 1.16 1.17] 1.17 1.19§ 1.194
Other {Describe}

Other (Describe) i

By signing below | {we) are certifying that the above 15 Year pro forma, is consistent with the unit rental rate assumptions, total operating expenses, net operating income, and debt service coverage based
on the bank's current underwriting parameters and consistent with the loan terms indicated in the term sheet and preliminarily considered feasible pending further diligence review. The debt service for
each year maintains no less than a 1.15 debt coverage ratio. (Signature only required if using this pro forma for points under §11.9(e)(1) relating to Financial Feasibility)

Signature, Authorized Representative, Construction or

Permanent Lender

Signature, Authorized Rf presentative, Syndicator

W. Lee Reed IV

Printed Name
5-Jun-19

Date
Mike Haynes

Printed Name

If a revised form is submitted, date of submission:

956-547-1019
lreed@ibc.com

Phone:
Email:

5-lun-19
Date

6/5/2019




Financing Narrative and Summary of Sources and Uses

Schedule).

Describe all sources of funds. Information must be consistent with the information provided throughout the Application (i.e. Financing Narrative, Term Sheets and Development Cost

Construction Period

Permanent Period

Financing Participants Funding Description Li‘er'1 U?r:'
. Interest Postian Loan/Equity Interest| Amort- |Term| Syndication el
Loan/Equity Amount : A,
Rate (%) Amount Rate (%)| ization |{Yrs) Rate
Debt
MF Direct Loan Const. to
TDHCA Perm. (Repayable) S0| 0.00%
ME Direct Loan Const.
TDHCA Only (Repayable) S0| 0.00%
Multifamily Direct Loan
TDHCA (Soft Repavable) S0| 0.00% S - 0.00% |
TDHCA Mortgage Revenue ?@d S0| 0.00% S - 0.00%
IBC Bank Brownsville Conventional Loan S0 S 9,900,000 | 4.50%
IBC Bank Brownsville Conventional Loan $14,000,000| 6.00% 1st
hird Party Equity
42 Equity or other investor HTCI S 1,883,683 | S 8,194,021 S 16,388,042 0.87
Grant
Fee waiver from Cily of McAllen S 2,500 S 2,500
Deferred Developer Fee
DDF loan from RISE S 1,987,872 S 593,851
S

|Other

Direct Loan Match
PHA Seller financing of Property S 3.00% 3 S = 3.00% | Balloon 35
Cost not incurred during construction S 2,700,000

Total Sources of Funds| $ 26,884,393 S 26,884,393

Total Uses of Funds S 26,884,393




INSTRUCTIONS: Describe the sources of funds that will finance Development. The description must include construction, permanent, and bridge loans, and all other
types of funds to be used for development. The information must be consistent with all other documentation in this section. Provide sufficient detail to identify the
source and explain the use (in terms of the timing and any specific uses) of each type of funds to be contributed. In addition, describe/explain replacement reserves.
Finally, describe/explain operating items. The narrative must include rents, operating subsidies, project based assistance, and all other sources of funds for operations. In
the foregoing discussion of both development and operating funds, specify the status (dates and deadlines) for applications, approvals and closings, etc., associated with
the commitments.

Describe the sources and uses of funds (specify the status (dates and deadlines) for applications, approvals and closings, etc., associated with the commitments). For
Direct Loan or Tax-Exempt Bond Applications that contemplate an FHA-insured loan, this includes the anticipated date that FHA application will be submitted to HUD
(if not already submitted).

The project is a modernization\rehabilitation of a FORMER USDA RD and CURRENT HUD HAP project based rental community in McAllen, TX. The 246 units property was
built in the 1980's. The financing plan includes an interim construction and equity bridge loan from IBC Bank for $14.0MM and a new IBC FHLB perm loan for $9.9MM.
The HTC investor is buying the housing tax credits at $.87 per dollar of credit or $16.35MM of which 50% is being invested during construction. The balance of the equity
at conversion with a small amount held for 8609's. The property is owned by the Hidalgo County Housing authority. The housing authority is buying the properrty from
USDA RD for appraised value of $3.7MM. This $3.7MM repays the current 514 loan plus settlement of the $12MM in grants used to develope the maintain the property.
The housing authority is entering into a ground lease for a minimum of 55 year or more as required by the tax credit investor and tax counsel. The final source of funds is

Describe the replacement reserves:

IBC is providing an FHLB perm loan for 15 years at 4.50% using a 35 year amortization. IBC allows this sponsor to refinance the perm commitment using a current loan

execution with FNMA or Freddie Mac if rates remain comparable or better at conversion. They require $350 per unit per year for a rehab. Consistent with current FNMA
and Freddie Mac Standards.

Describe the operating items (rents, operating subsidies, project based assistance, etc., and specify the status (dates and deadlines) for applications, approvals and
closings, etc., associated with the commitments:

The USDA RD rental subsidy on 142 units will terminate 2t the closing of thic financing. The HUD HAP contract covers 92 uni*c and increase of 28 units from criginal
application and REA UW. The 64 unit HUD HAP subsidies is in place and will continue after the rehab is completed. The new 28 units of project based vouchers are
approved by the Housing authority 2t this time. The HAP has 15 years reinaining.

By signing below | acknowledge that the amounts and terms of all anticipated sources of funds as stated above are consistent with the assumptions of my institution as

one of the providers of funds. 5
£1F (i egey tue Lnad T f/g/z?

Signature, Authorized Representative, Construction or Permanent Lender Printed Name Date

Telephone: Q_S’L-S"f 7"’/@ 17
Email address: L._g_,wcg £gc. Conn

If a revised form is submitted, date of submission: 6/5/2019




Rent Schedule

Rent Designations (select from Drop down menu)

Self Score Total:

Unit types must be entered from smallest to largest based on “# of Bedrooms” and “Unit Size”, then within the same “# of Bedrooms” and “Unit Size” from lowest to highest
“Rent Collected/Unit”.
Private Activity Bond Priority (For Tax-Exempt Bond Developments ONLY):

113

MF Direct Unit Size Total Net Tenant Paid Rent Total
.| Loan Units | National TDHCA Other/ .| #of Bed- | #of (Net Program ..
HTC Units . . . # of Units Rentable . Utility Collected Monthly
(HOME HTF Units | MRB Units Subsidy rooms | Baths |Rentable Sq. Rent Limit .
Sq. Ft. Allow. /Unit Rent
Rent/Inc) Ft.)
(G (B) (A) x(B) (E) (A) x (E)
TC 30% SEC 8 14 2 1.0 689 9,646 396 89 468 6,552
TC 50% 15 2 1.0 689 10,335 661 89 572 8,580
TC 60% SEC 8 6 2 1.0 689 4,134 793 96 468 2,808
TC 60% SEC 8 16 2 1.0 689 11,024 793 96 468 7,488
TC 30% SEC 8 14 3 1.0 865 12,110 457 115 622 8,708
TC 50% 37 3) 1.0 865 32,005 763 104 659 24,383
TC 50% 28 3 1.0 880 24,640 763 104 659 18,452
TC 60% SEC 8 42 3) 1.0 880 36,960 915 115 622 26,124
TC 60% 7 3 1.0 902 6,314 915 104 811 5,677
TC 60% 3 3) 1.0 880 2,640 915 104 811 2,433
TC 50% 3 2 1.0 725 2,175 661 89 572 1,716
TC 60% 14 2 1.0 689 9,646 793 89 704 9,856
TC 50% 3 3 1.0 880 2,640 793 104 689 2,067
TC 50% 8 2 1.0 725 5,800 661 89 572 4,576
TC 50% 6 3 1.0 880 5,280 763 104 659 3,954
TC 50% 5 3 1.0 902 4,510 763 104 659 3,295
TC 30% 19 3 1.0 865 16,435 457 104 353 6,707
TC 30% 6 2 1.0 689 4,134 396 89 307 1,842
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
TOTAL 246 200,428 145,218
Non Rental Income $10.00]per unit/month for: DAMAGES AND NSF 2,460
Non Rental Income 5.00|per unit/month for: PET FEES, LATE FEES 1,230
Non Rental Income 10.00(per unit/month for: VENDING AND FOREFIETS 2,460
+ TOTAL NONRENTAL INCOME  $25.00|per unit/month 6,150
= POTENTIAL GROSS MONTHLY INCOME 151,368
- Provision for Vacancy & Collection Loss % of Potential Gross Income: 7.50% (11,353)
- Rental Concessions (enter as a negative number) Enter as a negative value
= EFFECTIVE GROSS MONTHLY INCOME 140,015

x 12 = EFFECTIVE GROSS ANNUAL INCOME

1,680,185




Rent Schedule (Continued)

% of LI

% of Total

NATIONAL
HOUSING
TRUST
FUND

HTF30%
HTF40%
HTF50%
HTF60%
HTF80%
HTF LI Total
MR

MR Total

HTF Total

DIRECT LOAN

30%
LH/50%
HH/60%
HH/80%
Direct Loan LI Total
EO

MR

MR Total

Direct Loan Total

OO O O O O O O 0OJOo|Oo O O O O O O O

OTHER

Total OT Units

o
N

% of LI % of Total
TC30% 22% 22% 53
TC40% 0
TC50% 43% 43% 105
HOUSING TC60% 36% 36% 88
TAX HTC LI Total 246
CREDITS EO 0
MR 0
MR Total 0
Total Units 246
MRB30% 0
MRB40% 0
MORTGAGE MRB50% 0
REVENUE MRB60% 0
BOND MRB LI Total 0
MRBMR 0
MRBMR Total 0
MRB Total 0
0 0
1 0
BEDROOMS 2 82
3 164
4 0
5 0

ACQUISITION + HARD
Cost Per Sq Ft

DO NOT USE THIS CALCULATION TO

$ 82.30 |SCORE POINTS UNDER 11.9(e)(2). At the

HARD
Cost Per Sq Ft

end of the Development Cost Schedule,

S 68.58 |you will have the ability to adjust your

BUILDING
Cost Per Sq Ft

eligible costs to qualify. Points will be
$ 43.06 entered there.




Utility Allowances [s10.614]

Applicant must attach to this form as documentation to support the “Utility Allowance” estimate used in completing the Rent Schedule
provided in the Application. Where the Applicant uses any method that requires Department review, such review must have been
requested prior to submission of the Application. Please see 10 TAC §10.614. This exhibit must clearly indicate which utility costs are
included in the estimate.

If tenants will be required to pay any other mandatory fees (e.g. renter's insurance) please provide an estimate, description and
documentation of those as well.

Energy Source of Utility Allowance &
Utility Who Pays Source 0BR 1BR 2BR 3BR 4BR Effective Date
Heating| Tenant Electric S S 7 Housing Authority of Hidalgo Co.
Cooking| Tenant Electric S S 11 7/1/2017
Other Electric| Tenant S 23S 25 Housing Authority of Hidalgo Co.
Air Conditioning| Tenant Electric S 24| S 31 7/1/2017
Water Heater| Tenant Electric S 12| S 15 Housing Authority of Hidalgo Co.
Water 7/1/2017
Sewer
Trash Housing Authority of Hidalgo Co.
Flat Fee| Tenant Electric S 15| S 15 7/1/2017
Other
Total Paid by Tenant S - S - S 89(s104]S -
Other (Describe)
' Two UA's apply, one for USDA RD units and one for the HUD HAP contract per communication
from USDA and the PHA
See attached from USDA 6/22/2017
USDA is $89 and $104
HUD HAP is $96 and $115

If a revised form is submitted, date of submission: 6/5/2019




ANNUAL OPERATING EXPENSES

General & Administrative Expenses

Accounting S 12,500
Advertising S 18,000
Legal fees S 5,000
Leased equipment S 4,000
Postage & office supplies S 4,000
Telephone S 3,600
Other Yardi software and web presence-WIFI S 6,000
Other Cable, internet and TV S 3,600
Total General & Administrative Expenses: 56,700
Management Fee: Percent of Effective Gross Income: 4.00% 67,207
Payroll, Payroll Tax & Employee Benefits
Management S 150,000
Maintenance S 150,000
Other Part time and section 3 workers S 20,750
Other Taxes and benefits 60,000
Total Payroll, Payroll Tax & Employee Benefits: 380,750
Repairs & Maintenance
Elevator S
Exterminating S 11,000
Grounds S 24,000
Make-ready S 40,000
Repairs S 36,000
Pool S 12,000
Other describe S 0
Other describe S 0
Total Repairs & Maintenance: 123,000
Utilities (Enter Only Property Paid Expense)
Electric Historicals S 40,000
Natural gas S 0
Trash Historicals S 37,500
Water/Sewer Historicals S 133,500
Other describe S
Other describe S 0
Total Utilities: 211,000
Annual Property Insurance: Rate per net rentable square foot: $ 0.45 90,000
Property Taxes:
Published Capitalization Rate: Source: exempt
Annual Property Taxes S
Payments in Lieu of Taxes S
Total Property Taxes: -
Reserve for Replacements: Annual reserves per unit: S S 350 86,100
Other Expenses
Cable TV S 2,400
Supportive Services (Staffing/Contracted Services) S 0
TDHCA Compliance fees S 9,840
TDHCA Bond Administration Fees (TDHCA as Bond Issuer Only) S
Security S
Other Supportive services below the line S
Other describe S
Total Other Expenses: 12,240
TOTAL ANNUAL EXPENSES Expense per unit: $ 4175 1,026,997
Expense to Income Ratio: 61.12%
NET OPERATING INCOME (before debt service) 653,187
Annual Debt Service
IBC Perm Loan FHLB S 566,977
(35 yr. amort., 4.5% S 0
$9.9MM Mortgage) S 0
S
TOTAL ANNUAL DEBT SERVICE Debt Coverage Ratio: 1.15 566,977
NET CASH FLOW 86,210
If a revised form is submitted, date of submission: 5-Jun-19




15 Year Rental Housing Operating Pro Forma (All Programs)

The pro forma should be based on the operating income and expense information for the base year (first year of stabilized occupancy using today’s best estimates of market rents, restricted rents, rental
income and expenses), and principal and interest debt service. The Department uses an annual growth rate of 2% for income and 3% for expenses. Written explanation for any deviations from these growth
rates or for assumptions other than straight-line growth made during the proforma period should be attached to this exhibit.

INCOME YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15
POTENTIAL GROSS ANNUAL RENTAL INCOME $1,742,616 $1,777,468 $1,813,018 $1,849,278 $1,886,264 $2,082,587 $2,299,345
Secondary Income S 73,800 | $ 75,276 | $ 76,782 | S 78,317 | $ 79,8831 $ 88,198 | $ 97,378
POTENTIAL GROSS ANNUAL INCOME $1,816,416 $1,852,744 $1,889,799 $1,927,595 $1,966,147 $2,170,785 $2,396,722
Provision for Vacancy & Collection Loss ($136,231) (5138,956) (5141,735) ($144,570) (5147,461) (5162,809) ($179,754)
Rental Concessions $0
EFFECTIVE GROSS ANNUAL INCOME $1,680,185 $1,713,788 $1,748,064 $1,783,026 $1,818,686 $2,007,976 $2,216,968
EXPENSES
General & Administrative Expenses $56,700 $58,401 $60,153 $61,958 $63,816 $73,981 $85,764
Management Fee S 67,207 | S 68,552 | $§ 69,923 | S 71,321 | S 72,7471 $ 80,3191 $ 88,679
Payroll, Payroll Tax & Employee Benefits S 380,750 | $ 392,173 | S 403,938 | $ 416,056 | S 428,537 S 496,792 | S 575,919
Repairs & Maintenance S 123,000 | § 126,690 | $ 130,491 | S 134,405 | $ 138,438 $ 160,487 | S 186,049
Electric & Gas Utilities S 40,000 | S 41,200 | $ 42,436 | S 43,709 | § 45,0201 $ 52,1910 $ 60,504
Water, Sewer & Trash Utilities S 171,000 | $ 176,130 | $ 181,414 | S 186,856 | $ 192,462 ] S 223,116 | S 258,653
Annual Property Insurance Premiums S 90,000 | $§ 92,700 | $§ 95,481 | $ 98,345 | § 101,296 | $ 117,430 S 136,133
Property Tax $ -1S -1 -1 -1 -1$ d B -
Reserve for Replacements S 86,100 | $§ 88,683 | S 91,343 | S 94,084 | $§ 96,906 | $ 112,341 S 130,234
Other Expenses S 12,240 | S 12,607 | S 12,985 | S 13,375 [ S 13,776 | S 15,970 | S 18,514
TOTAL ANNUAL EXPENSES $1,026,997 $1,057,135 $1,088,164 $1,120,109 $1,153,000 $1,332,627 $1,540,447
NET OPERATING INCOME $653,187 $656,653 $659,900 $662,916 $665,687 $675,349 $676,521
DEBT SERVICE
First Deed of Trust Annual Loan Payment $566,977 $566,977 $566,977 $566,977 $566,977 $566,977 $566,977
Second Deed of Trust Annual Loan Payment
Third Deed of Trust Annual Loan Payment 0
Other Annual Required Payment
Other Annual Required Payment
ANNUAL NET CASH FLOW $86,210 $89,676 $92,923 $95,939 $98,709 $108,372 $109,544
CUMULATIVE NET CASH FLOW $86,210 $175,886 $268,809 $364,747 $463,457 $981,158 $1,525,946
Debt Coverage Ratio 1.15 1.16 1.16 1.17 1.17 1.19 1.19
Other (Describe)
Other (Describe)

By signing below | (we) are certifying that the above 15 Year pro forma, is consistent with the unit rental rate assumptions, total operating expenses, net operating income, and debt service coverage based
on the bank's current underwriting parameters and consistent with the loan terms indicated in the term sheet and preliminarily considered feasible pending further diligence review. The debt service for
each year maintains no less than a 1.15 debt coverage ratio. (Signature only required if using this pro forma for points under §11.9(e)(1) relating to Financial Feasibility)

W. Lee Reed IV Phone: 956-547-1019
Signature, Authorized Representative, Construction or Printed Name Email: Ireed@ibc.com
Permanent Lender 5-Jun-19
Date
Mike Haynes 5-Jun-19
Signature, Authorized Representative, Syndicator Printed Name Date
If a revised form is submitted, date of submission: 6/5/2019




Off-Site Cost Breakdown

This form must be submitted with the Development Cost Schedule if the development has offsite costs, whether those costs are included in the budget as a line item, embedded in the
acquisition costs, or referenced in utility provider letters. Therefore, the total costs listed on this worksheet may or may not exactly correspond with those off-site costs indicated on the
Development Costs Schedule. However, all costs listed here should be able to be justified in another place in the application.
Column A: The offsite activity reflected here should correspond to the offsite activity reflected in the Development Cost Schedule or other supporting documentation.
Columns B and C: In determining actual construction cost, two different methods may be used:
Column D: To arrive at total construction costs in Column D:
Column E: Any proposed activity involving the acquisition of real property, easements, rights-of-way, etc., must have the projected costs of this acquisition for the activity.
Column F: Engineering/architectural costs must be broken out by the offsite work activity.
Column G: Figures for Column G, Total Activity Cost, are obtained by adding together Columns D, E, and F to get the total costs.
**ALL contingency must be included in the Contingency line item on the Development Cost Schedule and NOT on this form**
**This form must be completed by a professional engineer licensed to practice in the State of Texas. His or her signature and registration seal must be on the form.**

A. B. C. D. E. F. G.
Materials or # of Total Construction Engineerin
Activity Labor or Unit Price . Acquisition Costs .g g/ Total Activity Costs
Units Costs Architectural Costs
Lines 35-37 Hidden
Total S -

Seal

Signature of Registered Engineer
responsible for Budget Justification

Printed Name




Date If a revised form is submitted, date of submission:




Site Work Cost Breakdown

This form must be submitted with the Development Cost Schedule as justification of Site Work costs.
Column A: The Site Work activity reflected here must match the Site Work activity reflected in the Development Cost Schedule.
Columns B and C: In determining actual construction cost, two different methods may be used:

The construction costs may be broken into labor (Column B) and materials (Column C) for the activity; OR

The use of unit price (Column B) and the number of units (Column C) data for the activity.
Column D: To arrive at total construction costs in Column D:

If based on labor and materials, add Column B and Column C together to arrive at total construction costs.
If based on unit price measures, Column B is multiplied by Column C to arrive at total construction costs.
Column E: Any proposed activity involving the acquisition of real property, easements, rights-of-way, etc., must have the projected costs of this acquisition for the activity.

Column F: Engineering/architectural costs must be broken out by the Site Work activity.
Column G: Figures for Column G, Total Activity Cost, are obtained by adding together Columns D, E, and F to get the total costs.

**This form must be completed by a Third-Party engineer licensed to practice in the State of Texas. His or her signature and registration seal must be on the form.**

For Site Work costs that exceed 515,000 per Unit and are included in Eligible Basis, a CPA letter allocating which portions of those site costs should be included in Eligible Basis and

which ones may be ineligible must be submitted behind this tab.

A. B. C. D. E.

G.

Materials or # of Total Construction

Activity Labor or Unit Price Acquisition Costs

Engineering /

Total Activity Costs

Units Costs Architectural Costs
Detention One S 140,000 S 140,000
Rough Grading S 3,000.00 25| S 75,000 S 75,000
Fine Grading S 3,000.00 25| S 75,000 S 75,000
On site concrete S 12,121.21 16.5| S 200,000 S 200,000
On site electrical S 240.74 810| S 195,000 S 195,000
On site utilities S 16,540.00 21.2| S 350,000 S 350,000
On site paving S 25,000.00 | S 5.00[ S 125,000 S 125,000
Decorative manonary S 210.00 | $ 238.10 | S 50,000 S 50,000
Bumper stops striping and signs S 1,000.00 20| S 20,000 S 20,000
NOT APPLICABLE BUDGETED Seperately
Total S 1,230,000
Seal

Signature of Registered Engineer Printed Name

4-Jun-18




Date If a revised form is submitted, date of submission: 6/4/2018




Development Cost Schedule

Self Score Total:! 12 |

This Development Cost Schedule must be consistent with the Summary Sources and Uses of Funds Statement. All Applications must complete the total
development cost column and the Tax Payer Identification column. Only HTC applications must complete the Eligible Basis columns and the Requested Credit

calculation below:

Scratch Paper/Notes

RD Appraisal

TOTAL DEVELOPMENT SUMMARY
Total Eligible Basis (If Applicable)
Cost Acquisition | New/Rehab.
ACQUISITION
Site acquisition cost 1,000,000
Existing building acquisition cost 2,750,000 2,750,000|
Closing costs & acq. legal fees
Other (specify) - see footnote 1
Other (specify) - see footnote 1
Subtotal Acquisition Cost $3,750,000 $2,750,000 SO
OFF-SITES’
Off-site concrete
Storm drains & devices
Water & fire hydrants
Off-site utilities
Sewer lateral(s)
Off-site paving
Off-site electrical
Other (specify) - see footnote 1
Other (specify) - see footnote 1
Subtotal Off-Sites Cost $0 $0| $0
SITE WORK®
Demolition 0
Asbestos Abatement (Demolition Only) 0
Detention 140,000 140,000
Rough grading 75,000 75,000
Fine grading 75,000 75,000
On-site concrete 200,000 200,000
On-site electrical 195,000 195,000
On-site paving 125,000 125,000
On-site utilities 350,000 350,000
Decorative masonry 50,000 50,000
Bumper stops, striping & signs 20,000 20,000
Other (specify) - see footnote 1
Subtotal Site Work Cost $1,230,000 SO $1,230,000
SITE AMENITIES
Landscaping 400,000 400,000
Pool and decking 300,000 300,000
Athletic court(s), playground(s) 100,000 100,000
Fencing 250,000 250,000
Other (specify) - see footnote 1
Subtotal Site Amenities Cost $1,050,000 SO $1,050,000




BUILDING COSTS*:

Concrete 600,000 600,000
Masonry 925,800 925,800
Metals 250,000 250,000
Woods and Plastics 225,000 225,000
Thermal and Moisture Protection 200,000 200,000
Roof Covering 500,000 500,000
Doors and Windows 295,000 295,000
Finishes 700,000 700,000
Specialties 365,000 115,000 Corrected per notice 7/3/2018
Equipment 650,000 650,000
Furnishings 350,000 350,000
Special Construction 250,000 250,000
Conveying Systems (Elevators) 0 0 Not applicable to the design
Mechanical (HVAC; Plumbing) 950,000 950,000
Electrical 1,250,000 1,250,000
Individually itemize costs below:
Detached Community Facilities/Building 500,000 500,000
Carports and/or Garages 0 0 Corrected per notice 7/3/2018
Lead-Based Paint Abatement 0 0
Asbestos Abatement (Rehabilitation Only) 700,000 700,000
Structured Parking 0 0
Commercial Space Costs 0
Builders Risk insurance 170,000 170,000
Subtotal Building Costs $8,880,300 SO $8,630,800
Before 11.9(e)(2)
Voluntary Eligible Building Costs (After 11.9(e)(2))*| <56 g7 st $8,880,800 Corrected per notice due 7/3/2018
Enter amount to be used to achieve desired score.
TOTAL BUILDING COSTS & SITE WORK | $11,160,800] so|  $10,910,800|
(including site amenities)
Contingency | 1000%|  $1,116,080| | 1,116,080]
TOTAL HARD COSTS | $12,276,880] so|  $12,026,880|
OTHER CONSTRUCTION COSTS %THC %EHC
|Genera| requirements (<6%) 6.00% 736,613 736,613 6.12%
Field supervision (within GR limit)
|Contractor overhead (<2%) 2.00% 245,538 245,538 2.04%
G & A Field (within overhead limit)
|Contractor profit (<6%) 6.00% 736,613 736,613 6.12%
TOTAL CONTRACTOR FEES $1,718,763 SO $1,718,763
TOTAL CONSTRUCTION CONTRACT | $13,995,643| $0| $13,745,643
Before 11.9(e)(2)
Voluntary Eligible "Hard Costs“'(After 1.1.9(e)(2))* $81.87 psf $13,995,643 Corrected per notice due 7/3/18
Enter amount to be used to achieve desired score.

*To score points under §11.9(e)(2) related to Cost of Development per Square Foot, the Voluntary Eligible Building Costs OR the Voluntary Eligible Hard
Costs indicated above must fall within the required thresholds. If voluntary costs are not entered, staff will consider the Subtotal Building Cost or the
Total Construction Contract costs, as applicable. Enter score for Building OR Hard Costs at end of form.




SOFT COSTS®
Architectural - Design fees
Architectural - Supervision fees
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
Relocation expense
FF&E
prestabilization costs

Subtotal Soft Cost
FINANCING:
CONSTRUCTION LOAN(S)?
Interest
Loan origination fees
Title & recording fees
Closing costs & legal fees
Inspection fees
Credit Report
Discount Points
Other (specify) - see footnote 1
Other (specify) - see footnote 1
PERMANENT LOAN(S)
Loan origination fees
Title & recording fees
Closing costs & legal
Bond premium
Credit report
Discount points
Credit enhancement fees
Prepaid MIP
Lender studies+related due diligence
Other (specify) - see footnote 1
BRIDGE LOAN(S)
Interest
Loan origination fees
Title & recording fees
Closing costs & legal fees
Other (specify) - see footnote 1
Other (specify) - see footnote 1

Correct detailed per def notice 5-18

Correct w New Perm loan amount

200,000 200,000
24,000 24,000
65,000 65,000
75,000 75,000
17,500 17,500
77,500 77,500

150,000 150,000
10,500 10,500

7,500 7,500
10,500 10,500
20,000 20,000
15,000 15,000
80,000 0

250,000 250,000

650,000 0

250,000 250,000

0 0
$1,902,500 S0 $1,172,500

843,750 350,000

250,000 250,000

105,000 105,000
75,000 75,000

198,000
35,000
35,000
45,000

0 0




OTHER FINANCING COSTS?

Tax credit fees

97,500

Tax and/or bond counsel

50,000

50,000

Payment bonds

Performance bonds

Credit enhancement fees

Mortgage insurance premiums

Cost of underwriting & issuance

Syndication organizational cost

Tax opinion

Other (specify) - see footnote 1

Other (specify) - see footnote 1

Subtotal Financing Cost

$1,734,250

S0

$830,000

DEVELOPER FEES®

. 4
Housing consultant fees

149,500

149,500

General & administrative

500,000

500,000

Profit or fee

2,050,000

2,050,000

Subtotal Developer Fees 14.40%

$2,699,500

S0

$2,699,500

14.59%

RESERVES

Rent-up

102,500

Operating

2,700,000

Replacement

Escrows

Subtotal Reserves

$2,802,500

$0|

$0

TOTAL HOUSING DEVELOPMENT COSTS® |

$26,884,393|

$2,750,000]

$18,447,643|

The following calculations are for HTC Applications only.

Deduct From Basis:

Federal grants used to finance costs in Eligible Basis
Non-qualified non-recourse financing

Non-qualified portion of higher quality units 842(d)(5)
Historic Credits (residential portion only)

Total Eligible Basis

**High Cost Area Adjustment (100% or 130%)

Total Adjusted Basis

Applicable Fraction

$2,750,000

$18,447,643

130%

$2,750,000

$23,981,936

3.26%

9%

Total Qualified Basis |

$2,248,024

$89,650

$2,158,374

Applicable Percentage®

90.00%

90.00%

Credits Supported by Eligible Basis |

$2,023,222

$80,685

$1,942,537

(May be greater than actual request)

*11.9(c)(2) Cost Per Square Foot: DO NOT ROUND! Applicants are
advised to ensure that figure is not rounding down to the maximum

dollar figure to support the elected points.

Requested Score for 11.9(e)(2)

Name of contact for Cost Estimate:

Stephen Sulli

12

RUC reserve from RD termination

Request cap@$1.88MM from Award

as required for the scoring requested

Phone Number for Contact:

(972) 701-5552




If a revised form is submitted, date of submission: 6/5/2019



Financing Narrative and Summary of Sources and Uses

Describe all sources of funds. Information must be consistent with the information provided throughout the Application (i.e. Financing Narrative, Term Sheets and Development Cost

Schedule).

Construction Period

Permanent Period

Financing Participants Funding Description Li.eP Li.e{1
Position . L Position
Loan/Equity Amount Interest Loan/Equity Interest Amo.rt - |Term| Syndication
Rate (%) Amount Rate (%)| ization | (Yrs) Rate
Debt
ME Direct Loan Const. to
TDHCA Perm. (Repayable) S0| 0.00%
MF Direct Loan Const.
TDHCA Only (Repayable) S0| 0.00%
Multifamily Direct Loan
T