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Executive Summary

EXECUTIVE SUMMARY
24 CFR §91.320(b)

The 2013 One-Year Action Plan (Plan) illustrates the combined actions of the Texas Department of
Housing and Community Affairs (TDHCA), Texas Department of Agriculture (TDA), and Department of
State Health Services (DSHS), referred to collectively as the State. The One-Year Action Plan reports on
the intended use of funds received by the State of Texas from the US Department of Housing and Urban
Development (HUD) for Program Year (PY) 2013. This Plan is for the HOME Investment Partnerships
(HOME) Program, the Emergency Solutions Grant (ESG) Program, the Community Development Block
Grant (CDBG) Program, and the Housing Opportunities for Persons with AIDS (HOPWA) Program. The
2013 PY begins on February 1, 2013 and ends on January 31, 2014. The performance report on PY
2011 funds will be available in May 2013.

One-Year Action Plan consists of the following sections:
e Summary. Provides a detailed synopsis of the One-Year Action Plan.

e General Information. A description of the State’s plan to undertake other activities that fulfill
requirements of 24 CFR §91.320(b), §91.320(c), §91.320(f), §91.320(h), and §91.320(i).

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

e Other Actions. A description of the State’s plan to undertake other activities that fulfill
requirements of §91.320(j).

OBJECTIVES AND OUTCOMES

The 2013 One-Year Action Plan:

1. Reports on the intended use of funds received by the State of Texas from the US Department of
Housing and Urban Development (HUD) for Program Year (PY) 2013

2. Explains the State’s method for distributing CDBG, ESG, HOME, and HOPWA program funds

3. Provides opportunity for public input on the development of the annual plan

The State’s progress in achieving the goals put forth in the One-Year Action Plan will be measured
according to HUD guidelines (24 CFR §91.520) and outlined in the Annual Performance Report released
yearly in May.

In accordance with the guidelines from HUD, the State complies with the CPD Outcome Performance
Measurement System. Program activities are categorized into the objectives and outcomes listed in the
chart on the next page.
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Suitable Living
Environment

Environment Through
Improved/New
Accessibility (SL-1)

OBJECTIVES OUTCOME 1 OUTCOME 2 OUTCOME 3
Accessibility Affordability Sustainability
OBJECTIVE #1 Enhance Suitable Living Enhance Suitable Living Enhance Suitable Living

Environment Through
Improved/New
Affordability (SL-2)

Environment Through
Improved/New
Sustainability (SL-3)

OBJECTIVE #2

Decent Housing

Create Decent Housing
with Improved/New
Availability (DH-1)

Create Decent Housing
with Improved/New
Affordability (DH-2)

Create Decent Housing with
Improved/New
Sustainability (DH-3)

OBJECTIVE #3

Economic
Opportunity

Provide Economic
Opportunity Through
Improved/New
Accessibility (EO-1)

Provide Economic
Opportunity Through
Improved/New
Affordability (EO0-2)

Provide Economic
Opportunity Through
Improved/New
Sustainability (EO-3)

The objectives and outcomes as they apply to each of the four programs are listed below. The estimated
performance figures are based on planned performance during the Program Year (February 1st through
January 31st) of contracts committed and projected households to be served. In contrast, the
performance measures reported to the Texas Legislative Budget Board for the State Fiscal Year
(September 1st through August 31st) are based on anticipated units and households at time of award.

HOME Program Performance Measures, PY 2013

Outcomes and Performance Expected
Objectives Indicators Number
DH-2 No. of_r_ent.al units assisted through new construction and 260
rehabilitation
DH-2 No. of tenant-based rental assistance units 202
No. of existing homeowners assisted through owner-occupied
DH-2 . 35
assistance
DH-2 No..of first-time homeowners assisted through homebuyer 114
assistance
ESG Performance Measures, PY 2013
Outcomes and Performance Expected
Objectives Indicators Number
SL1 Prow_dg funding to support the provision of emergency and/or 17,701
transitional shelter to homeless persons.
DH-2 The proY|S|on o.f non-residential services including homelessness 3,644
prevention assistance.
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CDBG Performance Measures, PY 2013

Oblactivasiand Performance Indicators DL
Outcomes Number
SL-1 Infrastructure Improvements 200
SL-2 Infrastructure Improvements 10
SL-3 Infrastructure Improvements 64
SL-1 Residential Rehabilitation 43
DH-3 Residential Rehabilitation 2
DH-2 Homeownership Assistance 8
SL-1 Community Facilities 8
SL-1 Public Service 2
SL-1 Clearance Demolition Activities 9
EO-1 Direct Financial Assistance 32
EO-2 Direct Financial Assistance 5
EO-3 Infrastructure Improvements to Assist Businesses 20
HOPWA Performance Measures, PY 2013
Outcomes and Performance Expected

Objectives Indicators Number
DH-2 TBRA housing assistance 475
DH-2 STRMU housing assistance 550
DH-2 Supportive Services (restrl_cted to housing case mgt., smoke 1,025
detectors, and phone service)
Permanent Housing Placement (security deposits, application
DH-1 . 20
fees, credit checks)

EVALUATION OF PAST PERFORMANCE

The HOME Program committed $44,010,134 with 1,046 total households reported in PY 2011
(February 1, 2011, through January 31, 2012). Distribution of the funds by activity is described in the

table below.

HOME Funds Committed, PY 2011

Activity Amount
Homebuyer Assistance (all activities) $1,614,568
Homeowner Rehabilitation $21,288,043
Tenant Based Rental Assistance $3,265,398
CHDO Rental Development $0
CHDO Single Family Development $681,600
CHDO Operating Expenses $50,000
Rental Housing Development $17,110,525
Total $46,596,253
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Federal fiscal year (FFY) 2011 1st allocation Emergency Shelter Grants Program (ESGP) funds received
during PY 2011 were awarded in July 2011. The State’s ESGP contracts began on September 1, 2011
and will end August 31, 2012, corresponding with the Texas State Fiscal Year (SFY). The ESGP funding
cycle for the State is from September through August. The table below reflects ESGP PY 2010 contract
expenditures during 2/1/11-8/31/11 and ESGP PY 2011 contract expenditures from 9/1/11-1/31/12.

ESGP Fund Expenditures by Activity, PY 2011
(SFY10 2/1/11-8/31/11 and SFY11 9/1/11-1/31/12)

Activity Funding Amount Percentage
State Admin shared with local $4.504.00 10%
governments
Operation Administration $369,320.86 7.97%
Rehabilitation $0 0%
Essential Services Street Outreach $150,798.24 3.25%
Essential Services Shelter $326,988.00 7.06%
Essential Services $732,675.53 15.81%
Maintenancg, Qperations, $2.127.692.59 45.93%
Furnishings
Homelessness Prevention $921,009.56 19.88%
Total Funds Committed $4,632,988.78 100.00%

*Includes ESGP expenditures from two contract periods, SFY 2010 and SFY 2011

During Program Year 2011, the Texas CDBG Program committed a total of $73,471,982 through 247
awarded contracts. For contracts that were awarded in PY 2011, 413,205 persons were anticipated to
receive service. Distribution of the funds by activity is described in the table below.

CDBG Funds Committed, PY 2011

Fund

Program Description

2011 Total
Obligation

Community
Development

Provides grants on a competitive basis to address
public facility and housing needs such as sewer,
water system, road, and drainage improvements.

$45,038,787

Texas Capital Fund

Provides financing for projects that create and retain
jobs primarily for low- and moderate-income persons.

$13,233,535

Colonia Construction
Fund

Colonia Construction Fund provides grants for colonia
projects; primarily water, sewer and housing.

$5,693,655

Colonia EDAP Fund

Provides grants for colonias for the cost of service
lines, service connections, and plumbing
improvements associated with being connected to a
Texas Water Development Board’s (TWDB)
Economically Distressed Areas Program (EDAP)-
funded water and sewer system improvement
project.

$1,208,700
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Fund

Program Description

2011 Total
Obligation

Colonia Planning
Fund

Colonia Area Planning Fund - provides grants for
preliminary surveys and site engineering, provides
assistance towards the cost of architectural services,
mortgage commitments, legal services, and
obtaining construction loans.

Colonia Comprehensive Planning Fund - provides
assistance that is used to conduct a complete
inventory of the colonias that includes demographic,
housing, public facilities, public services, and land
use statistics.

$243,000

Colonia Self-Help
Centers

Provides grant funds for the operation of seven Self-
Help Centers in colonias.

$2,000,000

Planning / Capacity
Building

Provides grants on a competitive basis to
communities for planning activities that address
public facility and housing needs.

$648,400

Disaster Relief/
Urgent Need

Provides grants to communities on an as-needed
basis for recovery from disasters such as floods or
tornadoes and Urgent water and sewer needs of
recent origin that are unanticipated and pose a
serious public safety or health hazard.

$3,137,380

STEP Fund

Provides grants to cities and counties for solving
water and sewer problems with a self-help approach
that requires local participation through donated
labor and materials.

$2,042.525

Renewable Energy

Provides grants to cities and counties for
demonstration projects that employ renewable
energy for at least 20% of the total energy
requirements, (excluding the purchase of energy
from the electric grid that was produced with
renewable energy). The priority will be for projects
that are connected with providing public facilities to
meet basic human needs such as water or waste
water.

$226,000

Total

$73,471,982

The HOPWA Program expended $2,863,765 in PY 2011 and served a reported 1,000 HOPWA-eligible
individuals with housing assistance. Funds were used toward tenant-based rental assistance and
emergency assistance to prevent homelessness of low-income persons with HIV/AIDS, permanent
housing placement services, support services and administration. DSHS’ HOPWA program also
supported an additional 1,103 family members residing with the HOPWA client. Distribution of the
funds by activity is described in the table below.
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HOPWA Program Expenditures, PY 2011

Activity Amount
Expenditures for Housing Information Services $0
Expenditures for Resource ldentification $0
Expenditures for Housing Assistance (equals the sum of
allpsites and scattered-sﬁe Housing Ags?stance) $2,230,671
Expenditures for Supportive Services $438,841
Grantee Administrative Costs expended $27,650
Project Sponsor(s) Administrative Costs expended $166,603
Total of HOPWA funds expended during period $2,863,765

GENERAL INFORMATION

The following General Information section meets the requirements of 24 CFR §91.320(b), §91.320(c),
§91.320(f), §91.320(h), and §91.320(i). General Information includes Citizen Participation; Managing
the Process; Available Resources; Geographic Areas of Jurisdiction and Allocation; Homeless Needs and
Other Special Needs Categories; Barriers to Affordable Housing; and Monitoring.
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CITIZEN PARTICIPATION
§91.320(b)

CITIZEN PARTICIPATION PROCESS

The Action Plan was made available for a 30-day public comment period from Friday, September 21,
2012 to Monday, October 22, 2012. In addition, two public hearings were held: one on October 10,
2012 at Stephen F. Austin, Room 172, 1700 Congress Avenue, Austin, TX 78701 at 10:00am and
another on at October 9, 2012 at TDHCA'’s Board Meeting. Written or oral comment were accepted at
the public hearings and by mail, fax, or email.

The Texas Department of Agriculture held three public hearings in connection with its portion of the
2013 One Year Action Plan. Hearings were held March 9, March 21, and March 23, 2012 in Austin,
Lubbock, and San Antonio, respectively. In addition, the Austin public hearing included a statewide
teleconference. Total number of attendees in the public hearings was 18; three additional attendees
joined the telephone conference, along with others that may not have identified themselves.

For FY 2013 ESG, a survey was sent to Continuum of Care lead agencies to solicit specific comment on
the ESG program design. Comments received from the survey will be considered during the
development of the FY 2013 program Notice of Funding Availability. Any comments received during the
public comment period are addressed herein.

EFFORTS MADE TO BROADEN PUBLIC PARTICIPATION

The notification process for the public hearings included the following: a notice in the Texas Register; a
TDHCA website posting; email to TDHCA email lists including approximately 3,000 cities, counties,
developers, non-profit organizations, legislative contacts, advocacy groups, subcontractors, and other
interested parties; and postings on social media outlets, such as Facebook and Twitter. A Spanish
interpreter was available at both public hearings.

PUBLIC COMMENT

Three comments were received during the public comment period. The comments were from Marty
Mascari with the North Central Texas Aging and Disability Resource Center.

1) Comment 1: The low administrative costs for the HOME Tenant Based Rental Assistance program
have discouraged program administrators from participating in the program. Commenter recommends
that TDHCA raise the administrative costs allowed and, if the administrative costs allowed are set by
HUD, TDHCA should fund the administrative costs with other sources of funds.

Staff response: HUD limits the amount of administrative funding available to the state. TDHCA
passes on as much administrative funding as possible, while still ensuring our ability to operate
the program in a fully compliant manner. There are no other available federal or state funds to
administer the HOME program.

Given the limited administrative fees allowable by HUD and the cost to operate a rental
assistance program, TDHCA provides a higher percentage allowable under the TBRA program
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than other HOME activities. Administrative fees for HOME TBRA are 8% of the rental assistance
amount exclusive of match. TDHCA is continuing to work with its TBRA partners statewide and
others to explore efficiency measures and other options to extend and expand HOME funding for
rental assistance activities.

2) Comment 2: The cost involved in preparing and submitting an application for the Housing Tax
Credit program is prohibitive for small rural developments. Another barrier to rural development is the
developer/contractor experience requirement (i.e., the required number of units of experience) which
reflects the experience of urban developers/contractors. Local contractors in smaller rural areas may
not have as much experience as the developers/contractors in larger urban areas, making it difficult to
meet this requirement.

Staff response: Staff agrees that it is costly to submit an application for a rural development as
well as an urban one, but the magnification of those costs for rural developments is largely a
result of fixed costs associated with both. For example, both urban and rural developers need to
obtain third-party reports (market studies, environmental assessments) in order to assess the
development for themselves and to obtain financing, not just from the TDHCA but from any
source. These reports may cost the same for both rural and urban developments but seem
disproportionate to a smaller transaction. Developers also need to obtain site control, and costs
associated with that process can vary widely and depend solely on the seller and buyer; TDHCA
does not govern that process. In short, the development process is expensive, whether the
development is rural or urban and whether or not TDHCA funds are utilized. However, TDHCA
bases its fees on number of units and allocation amount, so smaller transactions pay less in
fees.

The experience requirement is met through the ownership structure, and although the
contractor has been allowed to provide an experience certificate in past Qualified Allocation
Plans (QAPs), the proposed 2013 QAP excludes the contractor from being eligible. It is the
owner that needs the experience, and those owners can use small or large contractors to
complete the project. In addition, the proposed 2013 QAP encourages owners to contract with
Historically Underutilized Businesses (HUBs) and minority-owned businesses, which often
correspond to smaller contractors. This is a statutory requirement.

3) Comment 3: The Housing Tax Credit Program should allow for the purchase of new or near-new
market-rate apartment developments to be converted to affordable or mixed-use housing without a
public support requirement. The elimination of the public support requirement would allow this housing
to be built without having to overcome public opposition such as Not-in-My-Backyard-ism (NIMBYism) in
the suburbs.

Staff response: The Housing Tax Credit Program does allow for the activity suggested by the
Commenter, but state statute requires that support or opposition from Neighborhood
Organizations be the second highest selection criteria. The QAP does allow for support from
other local groups should there be no neighborhood organization in the area.
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Managing the Process

MANAGING THE PROCESS

LEAD AGENCY

The Texas Department Housing and Community Affairs is the lead agency for the Plan.

AGENCY PARTICIPATION

Before preparing the Plan, the Texas Department of Housing and Community Affairs, the Texas
Department of Agriculture, and the Texas Department of State Health Services met with various
organizations concerning the prioritization and allocation of the Departments’ resources. Because this is
a working document, public input throughout the year is taken into account in its preparation.

Collaborative efforts between TDHCA and numerous organizations resulted in a participatory approach
towards defining strategies to meet the diverse affordable housing needs of Texans. TDHCA
acknowledges the assistance provided by several public and private organizations to assist the
Department in working towards reaching its mission, goals, and objectives, which relate directly to the
formation of the One Year Action Plan. Contributions were made in various forms, from direct contact at
conferences and remotely to availability of research materials on the Internet, from public and private
organizations.

Per Senate Bill 1 of the 82nd Texas Legislative Session, the Texas Department of Rural Affairs’ duties
were transferred to the Texas Department of Agriculture (TDA) effective October 1, 2011. To help
stakeholders easily identify the primary source of assistance for rural Texas, the Office of Rural Affairs
(ORA) was created within the Texas Department of Agriculture. ORA’s mission is to provide rural Texans
with dedicated, professional and competent delivery of the resources required to develop the local
economies and infrastructure. The Community Development Block Grant (CDBG) program is housed in
the Office of Rural Affairs, along with the State Office of Rural Health (SORH), and the Texas Agricultural
Finance Authority (TAFA). Coordinating programs related to community development and economic
development in a single department provides the opportunity for improved efficiencies and maximum
utilization of resources.

TDA maintains successful partnerships with HUD, state agencies, state program committees, federal
funding partners, local communities, councils of governments (COGs), public and private sectors, and
others involved in the CDBG program. Through public hearings, application workshops, technical
assistance visits, monitoring visits, interagency work groups, and general communications, it has
worked to keep the public aware of program modifications and changes.

TDA works with a variety of other programs through several interagency workgroups. Workgroups
focusing on State and federal funding coordination Statewide and in the colonias include the Texas
Water Development Board (TWDB), the Secretary of State’s Office, the U.S. Department of Agriculture’s
Rural Development division, the North American Development Bank and Border Environment
Cooperation Commission, the Comptroller’s Office, the Attorney General’s Office, the Texas Commission
on Environmental Quality (TCEQ), Housing and Health Services Coordination Council, Texas Water
Infrastructure Coordination Committee, and TDHCA. Further, TDA and TCEQ are currently working on a
process in which TCEQ field representatives help verify new service to Texas CDBG Program project
beneficiaries when first-time water, wastewater and waste disposal is funded.
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Available Resources

The Texas Department of State Health Services contracts with seven Administrative Agencies across the
State to provide administrative support in implementing the State’s HOPWA formula program. One of
the Administrative Agencies’ responsibilities is to work with HIV Planning Councils in the major
metropolitan areas of the State and with other organizations and stakeholders outside the major
metropolitan areas to develop comprehensive HIV Services Plans and needs assessments. In both the
major metropolitan and other areas of the State, HIV Services Plans and needs assessments are
developed through consultation with clients and other stakeholders. Administrative Agencies are also
required to evaluate the effectiveness of the services plans in meeting the plans’ stated goals and
identified needs and to periodically assess the need for reallocation of resources to assure the efficient
and appropriate expenditure of funds.

ENHANCE COORDINATION

Understanding that no single entity will be able to address the enormous needs of the State of Texas,
TDHCA, TDA, and DSHS support the formation of partnerships in the provision of housing, housing-
related and community development endeavors. The Departments work with many housing and
community development partners including consumer groups, community-based organizations,
neighborhood associations, community development corporations, community housing development
organizations, community action agencies, real estate developers, social service providers, local lenders,
investor-owned electric utilities, local government, nonprofits, faith-based organizations, property
managers, state and local elected officials and other state and federal agencies.

TDHCA has staff committed to several external State advisory workgroups and statutory commissions.
Many of these commissions have members from the public and private sectors. These external groups
include, but are not limited to:

Workgroup/Commission Lead agency

Community Resource Coordination Groups (CRCG) Health and Human Services Commission
Faith and Community Based Initiative One Star Foundation

Governor’'s Commission for Women Governor’s Office

Mental Health Planning Advisory Commission (MHPAC) Department of State Health Services
Money Follows the Person Demonstration Advisory Department of Aging and Disability
Committee (MFTPDAC) Services

Department of Aging and Disability

Promoting Independence Advisory Committee (PIAC) .
Services

Reentry Task Force Department of Criminal Justice

Interagency Coordinating Commission for Building Healthy

Department of Family Protective Services
Families (ICC) P Y

Transformation Workgroup (TWG) Department of State Health Services
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Available Resources

In addition to the external workgroups and commissions, TDHCA is the lead agency for four groups: the
Disability Advisory Workgroup, Rural Housing Workgroup, Texas Interagency Council for the Homeless,
and the Housing and Health Services Coordination Council.

TDHCA has actively maintained a Disability Advisory Workgroup which provides ongoing guidance to the
Department on how TDHCA'’s programs can most effectively serve persons with disabilities. TDHCA has
found that directly involving program beneficiary representatives, community advocates and potential
applicants for funding in the process of crafting its policies and rules is extremely helpful. This process is
often done through a working group format. The working groups provide an opportunity for staff to
interact with various program stakeholders in a more informal environment than that provided by the
formal public comment process.

Similarly, the Rural Housing Workgroup provides a forum for feedback to TDHCA management and staff
as they develop policies and rules for the federal and state programs administered by TDHCA. TDHCA
programs serve urban and rural areas of the State. However, providing services and housing in rural
areas presents unique challenges and opportunities. In order to address those challenges and make
sure that rural input and concerns are adequately considered across all aspects of TDHCA’s program
development, design and implementation, TDHCA established the Rural Housing Workgroup in 2010.
The Rural Housing Workgroup includes representatives from a spectrum of rural housing interests. The
group includes for- and non-profit rural housing providers, rural policy advocates, and affordable housing
membership organizations.

The Texas Interagency Council for the Homeless (TICH) was created in 1989 to coordinate the State’s
homeless resources and services. TDHCA is the lead agency of the TICH and provides clerical and
advisory support. TICH is charged with surveying and evaluating resources to address homelessness in
Texas; assisting with coordinating and providing services for homeless persons throughout the state;
increasing the flow of information among service providers; developing guidelines to monitor services;
providing technical assistance to TDHCA in assessing housing needs for persons with special needs;
establishing a central resource and information center for the state’s homeless population, and
developing a strategic plan to address the needs of the homeless in cooperation with TDHCA and the
Health and Human Services Commission.

SB 1878 of the 81st Legislature created the Housing and Health Services Coordination Council. This
Council’s purpose is to increase the amount of service-enriched housing for persons of all ages with
disabilities; improve interagency understanding of housing and services and increase the number of
staff in State housing and State health services agencies that are conversant in both housing and health
care policies; and offer a continuum of home and community-based services that is affordable the
target population. The HHSCC includes 16 members including the Executive Director of TDHCA, eight
members appointed by the Governor, and seven members appointed by State Agencies. TDHCA
provides clerical and advisory support. The Council is required to deliver a report of its findings and
recommendations to the Governor and the Legislative Budget Board no later than August 1 of each
even-numbered year. The 2012-2013 Biennial Plan was submitted on August 1, 2012 and is available
to the public on the TDHCA website at www.tdhca.state.tx.us.
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Available Resources

AVAILABLE RESOURCES
§91.320(c)

The Plan must describe the Federal resources expected to be available to address the priority needs and
specific objectives identified in the strategic plan, in accordance with §91.315. Descriptions of the
funding amounts for the specific HUD programs covered by this Plan are provided in each program’s
Action Plan section. The Plan must also describe resources from private and non-federal public sources
that are reasonably expected to be made available to address the needs identified in the plan. The Plan
must explain how federal funds will leverage those additional resources, including a description of how
matching requirements of the HUD programs will be satisfied. A description of the match requirements
of the HUD programs covered by this Plan are provided in each program’s Action Plan section.

HOME ADDRESSES AVAILABLE RESOURCES

Available resources for HOME include the annual allocation for 2013, which is estimated at
$24,000,000; an estimated $3,000,000 in program income; and funds that may be deobligated or
returned from subrecipients unable to complete their contract requirements. TDHCA will also provide
matching contributions from several sources for HOME funds drawn down from the State’s HOME
Investment Trust Funds Treasury account within the fiscal year, which is funded from sources which
include loans originated from the proceeds of single family mortgage revenue bonds issued by the
State. Contributions from the State’s Housing Trust Fund will also be available to provide matching
funds. Some matching funds will be provided from State subrecipients. Finally, funding from local
political jurisdictions will be provided through the abatement of real estate property taxes for affordable
housing properties developed and owned by qualified CHDO applicants.

The private funds available for priority needs may include loans or grant programs through private
banks, for-profit or nonprofit organizations; this source of funding varies from year to year.

ESG ADDRESSES AVAILABLE RESOURCES

ESG available resources are in the Homeless and Other Special Needs Categories section below, starting
on page 22.

CDBG ADDRESSES AVAILABLE RESOURCES

Many CDBG projects include leveraging funds from other state or federal resources including among
others, Texas Water Development Board, USDA Rural Development, and USDA Natural Resource
Conservation Service. Grant recipients provide the greatest share of non-federal public sources of funds
for cost sharing on the funded projects. For Program Year 2011, the grant recipients provided additional
financial resources in the amount of $27,409,028. For economic development projects, business
owners contribute equity funds into the CDBG-funded projects.

HOPWA ADDRESSES AVAILABLE RESOURCES

Situated within a comprehensive network of HIV care services, the Texas HOPWA Formula program
addresses the unmet housing services needs of PLWH and their families in Texas by providing housing
assistance and supportive services to income-eligible individuals. These services are integrated with the
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larger Ryan White program both in administration and service delivery, which in turn is integrated into
the larger, multi-sectoral system for delivering treatment and care to these clients. Leveraged funds are
absolutely essential for the provision of HOPWA program administration and supportive services for
HOPWA clients in the State of Texas. DSHS, Administrative Agencies, and Project Sponsors expect to
continue to receive leveraged funds from federal, state, local, and private resources to administer the
HOPWA program and to achieve established program objectives for 2013. For project year 2011,
Project Sponsors reported $772,090 in leveraged funds for housing assistance and other support.
$323,124 of the leveraged funds were from Ryan White program funding. DSHS also collects leveraged
dollars Administrative Agencies expend on administrative costs because Administrative Agencies do not
receive any HOPWA funding to administer the HOPWA program. For 2011, Administrative Agencies
reported $112,651 (down from $150,078 in 2010) leveraged for HOPWA administrative costs. Project
Sponsors and Administrative Agencies continue to address long term goals with clients and help them
establish a financial plan that can assist them with maintaining their housing. Budget restraints
continue to be a challenge for Administrative Agencies and Project Sponsors and the Ryan White
program is a payer of last resort, but considerable efforts to find viable solutions and the “do more with
less” approach makes a significant impact on supporting HOPWA clients, improving access to care, and
preventing homelessness. Administrative Agencies work closely with local resources, including local
housing authorities, but the Housing Choice Voucher (HCV) programs in some areas are not accepting
new applications, rarely approving old applications, have long wait lists, or the program is not offered in
some of the rural areas. As a result, clients remain longer on HOPWA which impedes progress on
enrolling new clients when funding is limited.

OTHER PROGRAMS

TDHCA is required by State law to publish a Program Guide that outlines state and federal housing and
housing-related programs available in Texas. The guide describes all TDHCA programs and includes
housing-related programs from other state and federal agencies. This detailed document is organized by
activity area and then by administering entity. For each specific program, contact information at the
appropriate agency is provided. The 160-plus page document is updated annually and is currently
available online at http://www.tdhca.state.tx.us/ppa/housing-center/pubs.htm or in hard copy upon
request.
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GEOGRAPHIC AREAS OF JURISDICTION AND ALLOCATION
§91.320(f)

HOME PROGRAM GEOGRAPHIC PRIORITIES

For the HOME Program, Section 2306.111(d) of the
Texas Government Code requires that TDHCA use a
Regional Allocation Formula (RAF) to allocate its
HOME funding. The 13 regions used under the RAF
are shown in the figure to the right, State Service
Regions. This RAF objectively measures the
affordable housing need and available resources in
the 13 State Service Regions TDHCA uses for
planning purposes. To mitigate any inherent
inequities in the way these resources are regionally
allocated, the RAF compares each region’s level of
need to its level of resources. Regional funding
adjustments are made based on the results of this
comparison.

The 2013 RAF will distribute funding for the following activities:
e CHDO Project Funds,
e Rental Housing Development Program,
o Single Family Activity Program.

Matching funds, with the exception of the Housing Trust Fund, are not subject to the RAF. The table
below shows the regional funding distribution for all of the activities distributed under the RAF. Targeted
funding amounts for each activity will also be established using the percentages generated by the RAF.
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2013 Targeted Distribution of Funds under the RAF

Cg,, Place for Geographical Regional Funding Regional Rural Funding Urban Funding
& Reference Amount Funding % Amount Amount
1 | Lubbock $1,222,135 5% | $905,384 $316,751
2 | Abilene $825,510 3% | $628,923 $196,587
3 | Dallas/Fort Worth $4,885,474 20% | $735,295 $4,150,179
4 | Tyler $2,748,900 11% | $1,753,447 $995,453
5 | Beaumont $1,742,455 7% | $1,211,667 $530,788
6 | Houston $1,548,023 6% | $466,209 $1,081,815
7 | Austin/Round Rock $2,802,252 12% | $287,882 $2,514,370
8 | Waco $1,510,782 6% | $759,802 $750,979
9 | San Antonio $1,386,122 6% | $290,217 $1,095,904
10 | Corpus Christi $1,147,402 5% | $574,098 $573,303
11 | Brownsville/Harlingen $2,314,585 10% | $1,329,813 $984,772
12 | San Angelo $1,124,487 5% | $530,676 $593,811
13 | ElPaso $941,874 4% | $82,583 $859,291
Total $24,200,000 100% | $9,555,997 $14,644,003

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

each housing-related program operated by TDHCA.

ESG GEOGRAPHIC PRIORITIES

The allocation formula used to distribute funding is referenced in 10 TAC Chapter 5 Subchapter J,
§5.1004.

CDBG GEOGRAPHIC PRIORITIES

Funds for projects under the Community Development Fund are allocated among the 24 State planning
regions based on the following:

The original CD formula is used to allocate 40 percent of the annual State CDBG allocation; and the
HUD formula is used to allocate 21.71 percent of the annual State CDBG allocation.

Original CD formula (40%) factors:

a.

Non-Entitlement Population

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

To the extent possible, the information used to calculate the regional allocations through these factors
will be based on the eligible non-entitlement applicants within each region. The population and poverty
information used is from the current available decennial census data. The unemployment information
used is the current available annual average information.

HUD formula (21.71%) -the formula is the same methodology that HUD uses to allocate CDBG funds to
the non-entitlement state programs. The HUD factors, percentages, and methodology are specified in
42 USC. 5306(d). TDA will use available data to calculate the allocations to each region.

Using the HUD methodology, the allocation for each region shall be the greater of an amount that bears
the same ratio to the allocation for all 24 regions available as either:

(A) the average of the ratios between:

e the population of the non-entitlement areas in that region and the population of the non-
entitlement areas of all 24 regions (counted one time - 25% weight);

o the extent of poverty in the non-entitlement areas in that region and the extent of poverty in the
non-entitlement areas of all 24 regions (counted two times - 50% weight); and

e the extent of housing overcrowding in the non-entitlement areas in that region and the extent of
housing overcrowding in the non-entitlement areas of all 24 regions (counted one time - 25%
weight);

OR
(B) the average of the ratios between:

o the age of housing in the non-entitlement areas in that region and the age of housing in the non-
entitlement areas in all 24 regions (counted two and one half times - 50% weight);

e the extent of poverty in the non-entitlement areas in that region and the extent of poverty in the
non-entitlement areas of all 24 regions (counted one and one half times - 30% weight); and

e the population of the non-entitlement areas in that region and the population of the non-
entitlement areas of all 24 regions (counted one time - 20% weight).

TDA will continue to involve the non-entitlement communities and the public in a review of the regional
allocation formula through public hearings, task forces, and input from the Regional Councils of
Governments, local and state government officials, and other interested parties.

Regional Priority Set-asides: Housing and Non-Border Colonia projects - Each Regional Review
Committee (RRC) is encouraged to allocate a percentage or amount of its Community Development
Fund allocation to housing projects and, for RRCs in eligible areas, non-border colonia projects proposed
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in and for that region. Under a set-aside, the highest ranked applications for a housing or non-border
colonia activity, regardless of the position in the overall ranking, would be selected to the extent
permitted by the housing or non-border colonia set-aside level. If the region allocates a percentage of
its funds to housing and/or non-border colonia activities and applications conforming to the maximum
and minimum amounts are not received to use the entire set-asides, the remaining funds may be used
for other eligible activities. (Under a housing and/or non-border colonia set-aside process, a community
would not be able to receive an award for both a housing or non-border colonia activity and an award for
another Community Development activity during the biennial process. Housing projects/activities must
conform to eligibility requirements in 42 USC Section 5305 and applicable HUD regulations.)

Overall, funds are allocated to the following priority categories:

FUND 2013
PERCENT
Community Development Fund 61.71
Texas Capital Fund (TCF) 14.51
Colonia Fund
Colonia Planning and Construction Fund 6.64
Colonia EDAP Legislative Set-aside 3.36
Colonia Self-Help Centers Legislative
. 2.50
Set-aside
Planning And Capacity Building Fund 1.0
Disaster Relief/Urgent Need Fund
Disaster Relief 4.10
Urgent Need Deob/PI
Tx CDBG STEP Fund 3.01
Administration - Percentage (fungible) 2.69
Administration - $100,000 A7
Technical Assistance (fungible) 31 admin
percent
Community Enhancement Fund Deob/PI

Overall, this allocation methodology has resulted in approximately 92.5% of overall funding benefiting
low and moderate income persons for the last three Program Years. It has resulted in funding the non-
housing priority needs described below while resulting in a very high percentage of awards primarily
benefiting extremely low-income, low-income and moderate income households.

Non-housing Community Development
Priority Needs Summary Table

Priority Need Level

Priority Community Development Needs
S unity Develop H=High, M=Medium, L=Low, N=No Such Need

PUBLIC FACILITY NEEDS M
INFRASTRUCTURE IMPROVEMENT H
Solid Waste Disposal Improvements M
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Priority Need Level

Priority Community Development Needs
y y g H=High, M=Medium, L=Low, N=No Such Need

Drainage and Flood Control Improvements

Water System Improvements

Street and Bridge Improvements

Sewer System Improvements

PUBLIC SERVICE NEEDS

ECONOMIC DEVELOPMENT NEEDS

OTHER COMMUNITY DEVELOPMENT NEEDS

Y= =

PLANNING

The Priority Needs Summary Table uses the following definitions:

e High Priority (H): Activities to address this need will be funded by the State during the five-year
period.

e Medium Priority (M): If funds are available, activities to address this need may be funded by the
State during the five-year period.

e Low Priority (L): The State will not fund activities to address this need during the five-year period.
The State will consider certifications of consistency for other entities’ applications for federal
assistance.

o No Such Need (N): The State finds there is no need or the State shows that this need is already
substantially addressed. No certifications of consistency will be considered.t

The tables below illustrate the amount of community development application requests for the 2011 to
2012 CDBG program years. Requested amounts are included for water, sewer, engineering, street
paving, administration, housing rehabilitation, drainage, removal of architectural barriers, acquisition
demolition, community center, senior centers and fire protection. Under the Community Development
Fund, each region through its Regional Review Committee, establishes its funding priority through
scoring factors that reflect local prioritization of need. To be competitive, the applications submitted
generally reflect the local needs as prioritized through the Regional Review Committee process and are
therefore reflective of local needs. Each cycle, the Regional Review Committee has an opportunity to
revise its local priorities to reflect any change in needs.

Requests for Community Development Program Funds

for 2011-2012 by Activity
Activity Amount Requested
Water Facilities $74,339,531
Sewer Facilities $56,849,534
Street Improvements $24,224,990
Rehabilitation of Private Properties (sewer service) $3,054,509
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Activity Amount Requested

Flood and Drainage Facilities $5,306,738
Rehabilitation of Private Properties $1,425,500
Rehabilitation of Private Properties (water service) $4,318,733
Neighborhood Facilities / Community Centers $1,547,457
Parks, Playgrounds, and Other Recreational Facilities $715,350
Fire Protection Facilities and Equipment $397,758
Flood and Drainage-debris Removal $39,750
Acquisition $627,776
Economic Development For Profit $11,181,365
Other Eligible Activities $572,103
Planning & Urban Env. Design $339,800
Economic Development Loan $4,148,787
Senior Centers $268,925
Sidewalks/Other Public Facilities $3,435,420
General Administration $16,953,277
Engineering/Architectural Serv. $24,090,363
Total $233,837,666

HOPWA GEOGRAPHIC PRIORITIES

Texas is the second largest state in the United States in population (second only to California) and six
cities in Texas have a population of over 500,000 (Austin, Dallas, Fort Worth, El Paso, Houston, and San
Antonio). These six cities are the same ones funded directly from HUD for HOPWA activities. The
surrounding counties of five of these cities have been desighated Eligible Metropolitan
Areas/Transitional Grant Areas (EMA/TGA) because they have emergent populations of people with HIV
and therefore a pressing need for funding to provide HIV-specific medical care.2 Texas has 254 counties.
The HOPWA funding allocations are geographically distributed across the State according to the 26 HIV
service delivery areas (HSDA) and cover all 254 counties in Texas.

2 2010 Texas Integrated Epidemiologic Profile for HIV/AIDS Prevention and Services Planning
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HOMELESSNESS AND OTHER SPECIAL NEEDS CATEGORIES
§91.320(h)

SOURCES OF FUNDS

Based on the 119 organizations funded in PY 2011 (includes FFY2010 and FFY2011 1st allocation
ESGP federal funding cycles) through the Emergency Shelter Grant Program, it is estimated that 47 of
the 119 organizations serve the chronically homeless. The Department estimates that 5,416 beds were
available from the funded organizations for PY 2011. The table below indicates the existing bed
capacity in shelters and the unmet need (persons in need of shelter) taken from data collected for the
2011 Housing Inventory Count submitted to HUD by Continuum of Care (CoC) organizations in the State.

Number of Beds for Persons Experiencing Homelessness in Texas

Emergency Shelter Existing Beds Unmet Need
Family Beds 5,217 1,898
Individual Beds 8,018 4,384
Total 13,235 6,282

Transitional Housing Existing Beds Unmet Need
Family Beds 5,657 3,971
Individual Beds 5,245 3,612
Total 10,902 7,583

e §upportive Existing Beds Unmet Need
Housing
Family Beds 3,654 3,778
Individual Beds 5,401 5,944
Total 9,055 9,722
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HOMELESS PREVENTION
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS ADDRESSES HOMELESSNESS
Homeless Housing and Services Program

Funded with State appropriated funds, the Homeless Housing and Services Program’s (HHSP) purpose is
assisting the eight largest urban areas in providing services to homeless individuals and families,
including services such as case management, and housing placement and retention. The agency
distributes these funds to eight subrecipients from the eight largest cities with populations larger than
285,500 persons per the latest U.S. Census figures. The eight cities are: Arlington, Austin, Corpus Christi,
Dallas, Houston, El Paso, Fort Worth, and San Antonio. In State Fiscal Year (SFY) 2013, HHSP funding is
estimated to total $5 million. It is estimated that HHSP subrecipients will assist 14,000 persons and
687 households.

Emergency Solutions Grant Program

On May 20, 2009, President Obama signed the Homeless Emergency Assistance and Rapid Transition
to Housing (HEARTH) Act, a bill that reauthorized the McKinney-Vento Homeless Assistance programs
and substantially revised the Emergency Shelter Grants Program. In its revision, the Emergency Shelter
Grants Program was renamed the Emergency Solutions Grants (ESG) program. The State received the
first allotment of ESG funds, called FFY 2011 2nd Allocation, in July 2012.

During PY 2012 (2/1/12-1/31/13), the Department administered both Emergency Shelter Grants
Program funds and ESG Program funds. PY 2012 included FFY 2011 1st allocation Emergency Shelter
Grants Program funds whose contract term was 9/1/11-8/31/12 and FFY 2011 2nd allocation and FFY
2012 ESG Program funds whose contract term was 10/1/12-9/30/13.

PY 2013 (2/1/13-1/31/14) will encompass activity for ESG contracts from FFY 2011 2nd gllocation, FFY
2012, and FFY 2013. The FFY 2013 contract term will be 10/1/13-9/30/14.

For purposes of this Plan, Statewide information on homeless service providers has been collected from
the ESG applications that were submitted for funding in FFY 2011. This is not a comprehensive listing of
service ESG providers in the State because entitlement cities and counties receive ESG funding directly
from the US Department of Housing and Urban Development, organizations that apply for these local
ESG funds are not included. For FFY2011 ESG contracts will end 8/31/2012 and the Department
anticipates that approximately 33,000 persons will be assisted.

TEXAS DEPARTMENT OF AGRICULTURE ADDRESSES HOMELESSNESS

The Texas Department of Agriculture does not have a specific program directed at homelessness. It is a
member of the Housing and Health Services Coordination Council created by the Texas Legislature. This
Council continues to explore the opportunity for service-enriched housing options as cost efficient
housing alternatives for the homeless population.

TEXAS DEPARTMENT OF STATE HEALTH SERVICES ADDRESSES SPECIAL NEEDS

The Texas Department of State Health Services’ (DSHS) mission is to improve the health and well-being
in Texas. To achieve its mission, DSHS is responsible for certifications, licenses and permits for certain
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health-related equipment, facilities, businesses and occupations; community mental health and family

health resources; substance abuse recovery resources; vital records, such as birth, death, marriage and
divorce records; and health-related data and reports.

Projects for Assistance in Transition from Homelessness (PATH)

The Department of State Health Services Community Mental Health and Substance Abuse Division
receives funds through the federal government’s Center for Mental Health Services. Funds are used for
administration of homelessness prevention services and mental health crisis services. Service areas
include Amarillo, Austin, Beaumont, Conroe, Corpus Christi, Dallas, El Paso, Fort Worth, Galveston,
Harlingen, Houston, Laredo, Lubbock, San Antonio, and Waco. Funds are available to subdivisions of
State of Texas, units of local government and non-profit entities.

HOPWA

The HOPWA program prevents homelessness by providing short-term rent, mortgage, and utilities
assistance (STRMU) to eligible individuals living with HIV in emergency situations.
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BARRIERS TO AFFORDABLE HOUSING
§91.320(j)

The State of Texas has given local jurisdictions a great amount of authority over their lands. As a result,
many of the regulatory barriers to affordable housing found at the state level in other states do not exist
in Texas. For instance, municipalities have zoning authority. Even though zoning may be a barrier to
affordable housing depending on minimum lot size required, this is not a regulatory barrier imposed by
the State of Texas. In fact, counties do not have zoning authority, eliminating the potential barrier
completely in non-incorporated areas. The State also does not impose impact or development fees or
deed restrictions on developments. Furthermore, TDHCA is not a regulatory agency for building codes
with the exception of manufactured housing and developments that receive funding through TDHCA.
Impact fees, deed restrictions and building codes may add to the cost of development, but these are not
part of the State’s regulations. The State is in the process of updating the Analysis of Impediments to
Fair Housing; this process may reveal additional regulatory barriers.

In contrast, TDHCA does have two regulatory barriers to affordable housing, as found below.

Environmental Regulations

In accordance with federal law, the Department upholds federal environmental regulations, such as the
National Environmental Policy Act, Endangered Species Act, the National Pollutant Discharge
Elimination System, and the Wetland regulations. In Texas, rules to protect the environment are
promulgated by the Texas Commission on Environmental Quality (TCEQ). These include rules for the
installation of septic systems and for development over the Edwards Aquifer. The restrictions associated
with the regulations can add to the cost of development which, in turn, may raise the cost of the housing
thereby decreasing affordability.

Public Opposition

When a developer proposes an affordable housing development, regulations require that the developer
notify local community groups and state and local officials. The required public notification process
provides notice to persons who may oppose affordable housing.

STRATEGY TO OVERCOME REGULATORY BARRIERS TO AFFORDABLE HOUSING

Local governments and officials more often have a greater awareness of their local economic,
demographic and housing conditions. In order to meet the needs of residents in all parts of the second
largest state in the nation, the State of Texas gives local governments a great deal of power over their
own lands. Please note that, as a governmental entity, the Department cannot lobby or attempt to
influence the policies related to the governing of the State of Texas. However, TDHCA can and does
encourage localities to implement specific regulatory reforms related to affordable housing.

The State of Texas does not implement zoning, impose impact development fees or deed restrictions, or

regulate building codes and so cannot directly affect these barriers. Nonetheless, TDHCA does act as an

information resource to assist localities overcome unnecessary regulatory barriers which may increase
the cost of housing. TDHCA accomplishes this as follows:

o Formation of the Texas Housing and Health Services Coordination Council within TDHCA in 2009

to pursue opportunities to create and conduct policy research on service-enriched housing for
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persons with disabilities of all ages. In particular, one of the Council’'s statutory duties is to
identify barriers preventing or slowing service-enriched housing efforts, including regulatory
barriers, administrative barriers, and funding limitations.

e Continuing research on defining and eliminating or reducing both State and local policy barriers.

TDHCA also mitigates the affects of its environmental and public notice regulatory barriers propagated
by TDHCA. For example, TDHCA offers environmental compliance training free of charge for
organizations that receive funding through TDHCA. These trainings are conducted through webinars that
serve the entire State. In this way, TDHCA helps local communities comply with environmental rules.

To overcome the public opposition roused by public notice of affordable housing developments, TDHCA
acts as an information resource for affordable housing studies and information. The Department has
funds available for research studies from qualified professionals to determine the effect of affordable
housing availability on social conditions and quality of life in surrounding neighborhoods. For example,
in June of 2010, TDHCA’s Governing Board authorized the release of a Request for Proposal to conduct
a Comprehensive Analysis of Rural and Farmworker Housing in Texas. In May, 2011 TDHCA entered into
a contract with Bowen National Research to conduct this analysis.

TDHCA recognizes the unique challenges of affordable housing in rural Texas and for farmworkers in
Texas. The Department will use this report to assist with program planning and it will be shared with the
community to demonstrate need and provide recommendations for the creation of affordable housing
in rural Texas and for farmworkers in Texas. TDHCA received the final study in late summer 2012.
Elements of this study include:

e Outreach to a wide spectrum of rural stakeholders;

e Rural Texas socioeconomic and demographic analysis;
e Rural Texas housing supply and demand analysis; and
o Analysis of affordable housing developer capacity.

The public may also fear that affordable housing increases traffic, increases crime and lowers property
values. In actuality, allowing people who serve the community to afford to live in the same community
reduces traffic by reducing the distance between where people live and where they work. Furthermore,
studies have not proven a link between affordable housing and crime; factors that negatively affect
crime include community disinvestment, overcrowding, and lack of jobs and community services.
Affordable housing helps address several of these factors by allowing for community investment and
alleviating overcrowding. Regarding property values, studies have proven that affordable housing can
actually improve property values are often the keystone of neighborhood revitalization.3 By educating
the public on the realities of affordable housing, TDHCA believes it can overcome public opposition.

3 Joint Center for Housing Studies of Harvard University. (2011). America’s Rental Housing: Meeting Challenges, Building on
Opportunities. Retrieved from
http://www.jchs.harvard.edu/publications/rental/rh11_americas_rental_housing/AmericasRentalHousing-2011-bw.pdf
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MONITORING
§92.330

HOME AND ESG MONITORING

TDHCA has established oversight and monitoring procedures within the TDHCA HOME, Compliance and
Asset Oversight (CAO) and Community Affairs divisions to ensure that activities are completed and
funds are expended in accordance with contract provisions and applicable state and federal rules,
regulations, policies, and related statutes. TDHCA's monitoring efforts are guided by both its
responsibilities under the HOME and ESG and its affordable housing goals for the State of Texas. These
monitoring efforts include the following;:

o Identifying and tracking program and project results

o Identifying technical assistance needs of subrecipients

o Ensuring timely expenditure of funds

e Documenting compliance with program rules

o Preventing fraud and abuse

o Identifying innovative tools and techniques that support affordable housing goals
e Ensuring quality workmanship in funded projects

e Long-term compliance

e Risk management

e Sanctions

Identifying and Tracking Program and Project Results

HOME contract and project activities are tracked through the TDHCA Contract System, including funds
committed, pending projects, funds drawn, activities and contracts completed, and funds disbursed
through the internet-based system, HUD’s IDIS, and other reports generated as needed. The Contract
System provides information necessary to track the success of the program and identify process
improvements and administrator training needs. IDIS tracks HOME Program data such as commitment
and disbursement activities, the number of units developed, the number of households assisted, the
ongoing expenditures of HOME funds, and beneficiary information.

Other resources utilized by TDHCA to track project results include a performance team, to provide
oversight and monitor contract progress, and an asset management division and loan servicing division.
If either of these areas identifies problems, steps are taken to resolve the issue, including project
workouts and oversight of reserve accounts. Real Estate Analysis, the division for underwriting economic
feasibility pre-award, is also responsible for identification of high risk housing developments, and is
responsible for review of housing sponsored annual financial statements and other asset management
functions during the affordability period. Finally, the establishment of a Physical Inspections section in
the Compliance Division assists with maintaining quality and integrity during project construction.

ESG project and contract activities are tracked through TDHCA's Contract System. This system
maintains funds drawn, funds expended, performance data, and other reports as needed. ESG data
such as commitment and disbursement activities, number of persons assisted, ongoing expenditures,
and program activities are also tracked through HUD’s IDIS.
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Identifying Technical Assistance Needs Administrators

Identification of technical assistance needs for HOME and ESG subrecipients is performed through
analysis of administrator management practices, analysis of sources used by TDHCA to track technical
assistance such as information captured in the HOME Division Database and Contract System, review of
documentation submitted, desk reviews based on state and federal requirements results of on-site
audits, contract benchmarks, technical assistance visits, phone calls, e-mail and monitoring visits.

Ensuring Timely Expenditure of Funds

TDHCA ensures adequate progress is made toward committing and expending HOME and ESG funds.
Regular review of internal reports and data from IDIS is performed to assess progress of fund
commitment and to ensure that all funds are committed by the expiration date of 24 months from the
last day of the month in which HUD and TDHCA enter into an Agreement. HUD Performance deadlines
for spending and reporting matching funds are reviewed on a monthly basis to track expenditure totals.
To ensure the timely reprogramming of funds, HOME set-aside requirements are also tracked as a part
of the HOME Fund Balance Report, which reports the Division’s status of HOME funds including program
income and de-obligated funds. Additionally, the Department includes performance benchmarks in the
Department’s State HOME Rule and as part of its written agreements. Working through TDHCA'’s
reservation systems, HOME Program single-family activities are more responsive to local needs and
provide more timely access to HOME funds based on readiness-to-proceed.

Documenting Compliance with Program Rules

Compliance with program rules is documented through contract administration and other formal
monitoring processes. Staff document compliance issues as part of their ongoing contract management
reviews and notify administrators of any noncompliance and required corrective action. On-site reviews,
including physical onsite project site inspections of a representative sample of project sites, on-site
reviews of client files, shelters, and the delivery of services are conducted with summarized reports
identifying necessary corrective actions.

TDHCA has developed a set of standards for HOME and ESG administrators to follow to ensure that
subcontractors and lower-tiered organizations entering into contractual agreements with administrators
perform activities in accordance with contract provisions and applicable state and federal rules,
regulations, policies, and related statutes.

TDHCA maintains a database to document an administrator’'s compliance history with rental housing
developments. During the application process the previous participation of the applicant is evaluated. If
there are any minor uncorrected issues of noncompliance identified, the request for funding will be
denied unless those issues are corrected. If material noncompliance is identified, the application is
terminated. The compliance history is considered by TDHCA’s Board prior to finalizing awards and
evaluated again prior to execution of written agreements.

Preventing Fraud and Abuse

TDHCA monitors for mismanagement of funds in the HOME and ESG during onsite visits through a
review of supporting documentation provided by the administrator and through information gathered
from outside sources. This is done throughout the contract period to ensure that funds are spent on
eligible activities. If an administrator mismanages funds, sanctions are enforced and disallowed costs
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are refunded to TDHCA. Also, if fraud is suspected, TDHCA makes referrals and works closely with HUD,
the State Auditor's Office, the Inspector General, the Internal Revenue Service, and local law
enforcement agencies as applicable.

Identifying Innovative Tools and Techniques that Support Affordable Housing Goals

Staff identifies innovative tools and techniques to support affordable housing goals by attending
trainings and conferences, maintaining contact with other State affordable housing agencies, attending
conferences, and through the HUD internet listserv and HUD website.

Ensuring Quality in Funded Projects

Ensuring the administrator provides the committed product, amenities and compliance with
accessibility requirements is a Departmental priority. Staff ensures the quality of workmanship in
HOME-funded projects through the inspection process. TDHCA staff, in conjunction with Manufactured
Housing Inspectors, conducts inspections to substantiate the quality of the work performed.
Deficiencies and concerns are identified during an initial inspection, with corrective action required by
construction completion. The clearance of a final inspection is required of all rental housing
developments funded by the Department.

TDHCA staff also attends and conducts trainings on rehabilitation best practices. Manufactured Housing
and Physical Inspection Staff assisting with conducting inspections have been given the necessary tools
to thoroughly complete these inspections and are provided annual training by Department staff on the
procedures, expectations, and accessibility requirements.

Other processes used to ensure quality workmanship have included revisions to TDHCA's program rules.
TDHCA is proposing to require the use of Texas Real Estate Commission (TREC) professional inspectors
or qualified inspector individuals to be used for initial and final inspections. Requirements also include
the submission of plans and specs for reconstruction and construction units, certificate of occupancy or
similar documents, and standards for the correction of deficiencies outlined on the final inspection
report.

Long-Term Compliance

The Compliance Division is responsible for long term monitoring of HOME rental developments and
conducts onsite monitoring reviews in accordance with 24 CFR §92.504(d) of the HOME Final Rule and
the Department policies and procedures, as described in 10 TAC, Compliance Rules, Subchapter A, the
Financing/Loan Agreements, Deed Restrictions, and Regulatory and Land Use Restriction Agreements.

The Compliance Division schedules and performs on-site monitoring reviews at the commencement of
leasing of all HOME rental developments. HOME rental developments are monitored every 1 to 3 years
as required by federal regulations and continue to be monitored throughout the development’'s
affordability period. An onsite monitoring review consist of staff reviewing 20% percent, or 5 minimum,
resident files to ensure compliance with income and rent restrictions and all other federal regulations. A
physical inspection of the development, buildings and units is also completed in accordance with HUD’s
Uniform Physical Condition Standards (UPCS) protocol. In addition, the Compliance staff conducts on-
going limited accessibility inspections with the construction requirements of Section 504, Rehabilitation
Act of 1973, and Fair Housing Act. The Department is committed to ensuring HOME rental
developments are in compliance with federal and state rules and regulations. If a HOME development
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fails to comply with those, the Department has created enforcement procedures and administrative
penalties described in 10 TAC, Compliance Rules, Subchapters A and C, and 10 TAC, Chapter 1,
Subchapter A, Rule 1.14.

Risk Management

HOME contracts are monitored based on a risk assessment model that is updated on an annual basis or
more frequently if required. Some of the elements of the Risk Assessment Model may include the type
of activity, existence of a construction component, Davis/Bacon requirements, results of previous on-
site visits, status of the most recent monitoring report, amount funded, previous administrator
experience, entity type, and Single Audit status. In addition to the results of the risk assessment survey,
referrals from division staff are considered when determining in depth monitoring reviews or required
technical assistance. An emphasis is placed on monitoring of contracts within the current draw period
and contracts with projects in the affordability period as defined by HUD.

If complaints are received by the Department, they are considered a risk management element and will
be reviewed in detail. Supplemental monitoring activities will be performed to ensure program
compliance and detection of possible fraud or mismanagement.

The Risk Assessment Model is also implemented for ESG. TDHCA monitors ESG subrecipients based on
an assessment of associated risks. The assessment of associated risks utilizes factors developed by the
Department’s Compliance Division in conjunction with the Community Affairs Division. The factors
include the status of the most recent monitoring report, timeliness of grant reporting, results of the last
on-site monitoring review, number and dollar amounts of Department funds contracts and single audit
issues. Additional risk factors include length of time since last on-site visit, results of last on-site visit,
status of most recent monitoring report, timeliness of grant reporting, total amount funded during
assessment period, current program expenditure level, prior program year cumulative expenditure levels
(if applicable), total amount funded for all TDHCA contracts during assessment period, number of
TDHCA contracts funded during assessment period, and Single Audit Status. Subrecipients with the
highest rankings are considered high risk and will receive an on-site monitoring review. Subrecipients
with low rankings will have a desk review conducted. During the onsite monitoring review, staff
determine subrecipients’ compliance with the ESG contract, ESG State Regulations, State Policy
Issuances, 24 CFR Ch V, Part 576, OMB Circulars related to expenditure of funds, and requirements of
Chapter 58 of the Environmental Protection Act.

Sanctions

Based on the results of ongoing HOME monitoring, sanctions are imposed for noncompliance issues
based on the severity of noncompliance, which may include delays in project set-ups, draw request
processing, questioned/disallowed costs, suspension of the contract, or contract termination. When
necessary, the Executive Director executes a referral to the State Auditor’s Office for investigation of
fraud as required by Section 321.022(a) of the Texas Government Code. Sanctions imposed may affect
future application requests and scoring. In addition, if fraud or mismanagement of funds is suspected,
TDHCA will make referrals and work closely with HUD, the State Auditor’s Office, the Inspector General,
the Internal Revenue Service, and local law enforcement agencies as applicable.

The majority of HOME administrators comply with program rules and regulations. However, for the few
who do not, after technical assistance and a corrective action period are provided, administrative
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penalties are considered. The Department’s enforcement provisions in10 TAC, Chapter 1, Subchapter A,
Rule 1.14 and 10 TAC, Chapter 60, Subchapter §60.307 establish monetary penalties for owners who
do not correct noncompliance violations. Owners are referred to the Department’s Administrative
Penalty Committee for enforcement. The Department conducts informal hearings with owners to
address their compliance violations and work with them to restore compliance. The administrative
penalty process is proving to be a successful and effective tool for restoring compliance.

In addition, the Department has the ability to debar individuals and companies from participation in our
Housing Tax Credit program. Debarred entities will be listed as such on the Department’s website which
will likely affect their ability to be awarded contracts with other state and federal agencies.

The results of ongoing ESG monitoring will also determine if sanctions are imposed for noncompliance
issues. Sanctions range from questions or disallowed costs, corrective action, quality improvement
plans, the use of the cost reimbursement method of payment, de-obligation of funds, suspension of
funds, and/or termination of the contract. TDHCA's legal staff is notified and referrals are made to the
Attorney General’s Office. Sanctions imposed affect the future consideration of ESG applications for
funding.

CDBG MONITORING

TDA ensures thorough monitoring of the CDBG program with four components: project implementation,
contract management, audit, and monitoring compliance.

Project Implementation

Prior to the award of funds, each community is evaluated for compliance in prior contracts. The
application scoring process at the state level includes a scoring factor for past performance on CDBG
contracts. In addition, once a funding recommendation has been made the contract is routed through
the Program Development Unit, Compliance Unit and Finance Division to verify that no outstanding
issues in previously awarded contracts prevent the contract execution for the recommended award.

Contract Management

All open Tx CDBG projects are assigned to a specific Contract Specialist who is responsible for contract
compliance and project management. All projects have formal contracts that include all federal and
state requirements. Contract Specialists monitor progress and compliance through formal reporting
procedures. Program Specialists for Labor Standards and Environmental compliance also exist under
the TDA’s project oversight function. Additionally, all reimbursement requests require complete
supporting documentation and are routed through TDA'’s Finance Division before payment is made.

Audit

The audit function is authorized by OMB A-133, which requires that governmental units and nonprofit
organizations that spend more than $500,000 in either federal or state funds during their fiscal years
ending after December 31, 2003, submit a copy of a Single Audit to the Agency. A Single Audit is
required for desk review by TDA regardless of whether there are findings noted in the audit pertaining to
CDBG funds, since it is an additional monitoring tool used to evaluate the fiscal performance of
grantees.
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Monitoring Compliance

The on-site programmatic reviews are conducted on every CDBG contract prior to close-out to ensure the
contractual obligations of each grant are met. In September 2011, the CDBG program implemented a
new risk assessment methodology covering compliance monitoring of funded projects. The new process
uses an objective risk assessment tool to evaluate the programmatic compliance risk of CDBG-funded
projects.

Contracts scored according to the risk assessment tool will be grouped into a range of three categories:
High Risk, Medium Risk, and Low Risk. Monitoring staff will conduct risk assessments of CDBG
contracts to determine whether monitoring reviews are to be performed onsite or as desk reviews. All
High Risk contracts are to be monitored onsite. Medium Risk and Low Risk contracts are to be
monitored as desk reviews, unless otherwise directed by TXCDBG management.

In addition, the risk category is used to determine the timeframe for monitoring the project. Contracts
will be selected for monitoring according to their risk category and according to the approximate
percentage of total CDBG funds drawn.

The areas reviewed include procurement procedures paid with CDBG funds or with match dollars,
accounting records including copies of cancelled checks, bank statements and general ledgers (source
documentation is reviewed at the time of draw requests), equipment purchases and/or procurement for
small purchases, on-site review of environmental records, review of any applicable construction
contracts, file review of any applicable client files for rehabilitation services, review of labor standards
and/or a review of local files if internal staff used for construction projects, and a review of
documentation on hand pertaining to fair housing and civil rights policies.

In addition to the formal monitoring function described above, the staff of the Compliance unit
communicates with the staff of the Project Management unit as needed to evaluate issues throughout
the contract implementation phase of CDBG contracts in order to identify and possibly resolve contract
issues prior to the monitoring phase of the project.

HOPWA MONITORING

A team of DSHS consultant staff monitor the Administrative Agencies’ (AA) HOPWA administration
activities, and the AAs monitor the Project Sponsors for HOPWA program compliance. This monitoring
involves periodic site visits, technical assistance, desk audits, and review of quarterly program progress
reports submitted by the Project Sponsors and AAs. Desk audits are conducted by the Contract
Management Unit at the division level in DSHS. Additionally, fiscal audits are conducted as part of a
centralized service of DSHS, the Contract Monitoring and Oversight Section, directly under the Chief
Operations Officer.

AAs and Project Sponsors are required to comply with HUD regulations, the DSHS Program Manual and
their contractual Statement of Work. The DSHS HOPWA program manual is located at
http://www.dshs.state.tx.us/hivstd/hopwa/default.shtm. The HOPWA monitoring tool Statement of
Work, renewal application, and Grantee Oversight Resource Guide can also be accessed from this same
DSHS webpage. Principles for fiscal administration are established by the Texas Uniform Grants
Management Standards located at www.governor.state.tx.us/files/state-grants/UGMS062004.doc. The
requirements for project monitoring contract monitoring and other pertinent policies and procedures
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established by DSHS are located at http://www.dshs.state.tx.us/hivstd/pops/default.shtm and
http://www.dshs.state.tx.us/hivstd/policy/policies.shtm.
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HOUSING ACTION PLAN: HOME INVESTMENT PARTNERSHIPS PROGRAM

FEDERAL RESOURCES EXPECTED PY 2012

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

The State of Texas HOME Program anticipates receiving $24,000,000 in HOME allocated funds and
$3,000,000 in multifamily and single-family program income for a total of $27,000,000 estimated
funding available for distribution.

ALLOCATION OF PY 2013 FUNDs

§91.320(d) and (f)

TDHCA will use the following method for allocating funds and may make adjustments throughout the
program year to transfer funding from an undersubscribed activity or set-aside to an activity that may be
experiencing higher demand with the Board’s approval:

Estimated % of Total
Use of Funds Available HOME
Funding Allocation
Administration Funds (10% of Allocation ) 1 $2,400,000 10%
CHDO Project Funds Set Aside (15% of Allocation ) $3,600,000 15%
CHDO Operating Expenses Set Aside (5% of CHDO Set Aside) 1 $240,000 1%
State Mandated Funds for Contract for Deed Conversions 1 $1,200,000 5%
Housing Programs for Persons with Disabilities (5% of Allocation) 12 $1,200,000 5%
Rental Housing Development Program $9,360,000 39%
General Funds for Single Family Activities $6,000,000 25%
Total PY 2012 HOME Allocation $24,000,000 100%
Estimated Program Income (to be used to fund the Reservation System
. . o $3,000,000 —
for single family, non-development activities)1
Total Estimated Funding Available for Distribution $27,000,000 -

1The funding for these activities is not subject to the Regional Allocation Formula.

2 Per Section 2306.111(c) of the Texas Government Code, TDHCA shall expend 95 percent of HOME funds for the benefit
of non-PJ areas of the State. Five percent of HOME funds shall be expended for the benefit of persons with disabilities
who live in any area of the State.
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The following targets will be used to distribute General Funds for Single Family Activities:

. % of
Activity ;‘r’r"‘:::ﬁ Avallable
Funding
Homebuyer Assistance $2,000,000 33.3%
Homeowner Rehabilitation $2,000,000 33.3%
Tenant Based Rental Assistance $2,000,000 33.3%
Tc.>tal. Est!mated Funding Available for $6,000,000 100.0%
Distribution

Estimated PY 2013 Beneficiaries

Based on anticipated program activities TDHCA estimates that the number of PY 2013 beneficiaries
assisted will be approximately 611 low-, very low-, or extremely low-income households. On the basis of
historical performance, TDHCA estimates that approximately 50 percent of those households will be
minority households.

DESCRIPTION OF ACTIVITIES
§91.320(d) and (e)

Homeowner Rehabilitation

Rehabilitation, new construction or reconstruction assistance is provided to eligible homeowners for
their existing home in the form of a grant or loan. The home must be the principal residence of the
homeowner and the homeowner must meet all other eligibility requirements.

Pursuant to 24 CFR §92.251, housing that is constructed or rehabilitated with HOME funds must meet
all applicable local codes, rehabilitation standards, ordinances, and zoning ordinances at the time of
project completion. In the absence of a local code for new construction, newly constructed single family
housing must meet the International Residential Code (IRC) and energy efficiency standards as
currently required by State statute. In the absence of a local code for rehabilitation, the single family
housing must meet the rehabilitation standards established by the Department. If a home is newly
constructed or reconstructed, the applicant must also ensure compliance with the universal design
features in new construction established by §2306.514, Texas Government Code, required for any
applicants utilizing federal or state funds administered by TDHCA in the construction of single family
housing.

The available funding for program year 2013 under this activity is approximately $2.0 million, which
may only be used in non-PJs. The Department may set-aside a portion of these funds during the 2013
program year using a reservation system as a method of distribution. In addition, the Department may
allow the refinance of existing debt for single-family, owner-occupied housing, when rehabilitation to
correct substandard conditions is the primary use of the HOME funds. This amount does not include
Housing Programs for Persons with Disabilities funding that may be issued under a separate NOFA.
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Tenant-Based Rental Assistance

According to the American Community Survey 1-Year Estimates for 2010, approximately 50% or
1,473,788 households that rent in Texas have a housing cost burden of equal or greater than 30
percent of their income in 2010. Rental subsidy and security and utility deposit assistance is provided to
tenants, in accordance with written tenant selection policies, for a period not to exceed 24 months. If
available, additional funds may be set-aside to provide assistance beyond 24 months. Rental units must
be inspected prior to occupancy and must comply with Housing Quality Standards (HQS) in 24 CFR
§982.401. The Department may set-aside a portion of these funds during the 2012 program year using
a reservation system as a method of distribution. In addition, the Department may set-aside a portion of
the estimated program income toward maintaining a reservation system as a method of distribution
during the 2012 program year that can be used to fund TBRA activities.

Homebuyer Assistance with or without Rehabilitation
§92.254

According to the American Community Survey 1-Year Estimates for 2010, approximately 26% or
1,411,953 households that own a home in Texas had a housing cost burden of equal or greater than 30
percent of their income in 2010. Down payment, closing cost, rehabilitation, and contract for deed
conversion assistance may be provided to homebuyers for the acquisition of affordable single family
housing. This activity may also be used for the following:

o Construction costs associated with architectural barrier removal in assisting homebuyers with
disabilities by modifying a home purchased with HOME assistance to meet their accessibility
needs.

e Acquisition and rehabilitation costs associated with contract for deed conversions to serve
colonia residents.

e Construction costs associated with the rehabilitation of a home purchased with HOME
assistance.

e Acquisition or new construction costs for the replacement of manufactured housing.

Eligible homebuyers receive assistance in the form of a loan. HBA loans are required to be repaid at the
time of resale of the property, refinance of the first lien, or repayment of the first lien, or if the unit
ceases to be the assisted homebuyer’s principal residence. If any of these occur before the end of the
loan term, the Department will follow the recapture or resale provisions described in this Plan.

Pursuant to 24 CFR §92.251, housing that is constructed or rehabilitated with HOME funds must meet
all applicable local codes, rehabilitation standards, ordinances, and zoning ordinances at the time of
project completion. In the absence of a local code for new construction, newly constructed single family
housing must meet the International Residential Code (IRC) and energy efficiency standards as
currently required by State statute. In the absence of a local code for rehabilitation, the single family
housing must meet the rehabilitation standards established by the Department. If a home is newly
constructed or reconstructed, the applicant must also ensure compliance with the universal design
features in new construction, established by §2306.514, Texas Government Code. Housing units that
are provided assistance for acquisition only must meet all applicable State and local housing quality
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standards and code requirements. In the absence of such standards and requirements, the housing
units must meet the Housing Quality Standards (HQS) in 24 CFR §982.401.

The available funding for this activity is approximately $2.0 million, which may only be used in non-PJs.
This amount does not include Housing Programs for Persons with Disabilities funding, which may be
issued under a separate NOFA. The Department may set-aside a portion of these funds during the 2012
program year using a reservation system as a method of distribution.

Rental Housing Development

Awards for eligible applicants are to be used for the acquisition, construction, and rehabilitation of
affordable multifamily rental housing. TDHCA will not provide funding for the refinancing and/or
acquisition of affordable housing developments that were constructed within the past 10 years. A
standard underwriting review will be performed on applications under this activity. TDHCA generally
make awards in the form of a loan. Owners of rental units assisted with HOME funds must comply fully
with the states’ affirmative marketing plan and meet affirmative marketing requirements as delineated
in the Department’s Compliance Rules. Owners of rental units assisted with HOME funds also must
comply with initial and long-term income restrictions and keep the units affordable for a minimum
period. Housing assisted with HOME funds must, upon completion, meet all applicable local, state, and
federal construction standards and building codes. Additionally, the owner and/or all future owners of a
HOME-assisted rental project must maintain all units in full compliance with local, state, and federal
housing codes, which include, but are not limited to, the Uniform Physical Condition Standards (UPCS)
as developed by the Real Estate Assessment Center (REAC), the International Building Code, Texas
Government Code, and Section 504 of the 1973 Rehabilitation Act for the full required period of
affordability.

Eligible expenses and activities may further be limited by TDHCA in accordance with State rule and
legislation. Rental Housing Development funds may also be used for the acquisition and/or
rehabilitation (including barrier removal activities) for the preservation of existing affordable or
subsidized rental housing. Additionally, TDHCA will ensure that all multifamily rental housing
developments are built and managed in accordance with its Integrated Housing Rule.

For applications consisting of five or more HOME-assisted units, the applicant is required to submit an
Affirmative Marketing Plan in accordance with the HOME Final Rule (24 CFR §92.351) and the state’s
affirmative marketing plan. The Department's Compliance and Asset Oversight Division monitors for
compliance with the requirements specified in the HOME Final Rule (24 CFR §92.351) and also
delineated in 10 Texas Administrative Code §60.112.

Approximately $9.3 million is available for Rental Housing Development Funding for these activities
may only be used in non-PJs. The Department may also make additional funds available according to
the Department’s de-obligation policy. This amount does not include the Housing Programs for Persons
with Disabilities funding which may be issued under a separate NOFA.

Administrative Expenses

Up to 10 percent of the sum of the Program Year HOME basic formula allocation and program income
may be set aside for HOME Administrative expenses to cover the costs of administering the statewide
program. A portion of this set-aside may be provided to applicants receiving HOME funds for the cost of
administering the program. For-profit organizations and nonprofit developers are not eligible to receive
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administrative funds. TDHCA may utilize these funds for construction and Section 504 inspection costs
as needed.

CHDO Set-Aside

A minimum of 15 percent of the annual HOME allocation, approximately $3.6 million (plus $240,000 -
for CHDO operating expenses) is reserved for CHDOs. CHDO set-aside projects are owned, developed, or
sponsored by the CHDO, and result in the development of rental units or homeownership. Development
includes projects that have a construction component, either in the form of new construction or the
rehabilitation of existing units. If the CHDO owns the project in partnership, it or its wholly-owned for-
profit or nonprofit subsidiary must be the managing general partner. These organizations can apply for
multifamily rental housing acquisition, rehabilitation, or new construction, as well as for the acquisition,
rehabilitation, or new construction of single family housing. CHDOs can also apply for homebuyer
assistance if their organization is the owner or developer of the single family housing project.

For applications consisting of five or more HOME-assisted units, the applicant is required to certify that
they will comply fully with the state’s affirmative marketing plan and submit an Affirmative Marketing
Plan in accordance with the HOME Final Rule (24 CFR §92.351). The Department's Compliance and
Asset Oversight Division monitors for compliance with the requirements specified in the HOME Final
Rule (24 CFR §92.351) and also delineated in 10 Texas Administrative Code §60.112.

In accordance with 24 CFR §92.208, up to 5 percent of the State’s Fiscal Year HOME allocation may be
used for operating expenses of CHDOs. In accordance with 92.300(a)(2)(f), a CHDO may not receive
HOME funding for any fiscal year in an amount that provides more than 50 percent or $50,000,
whichever is greater, of the CHDOs total operating expenses in that fiscal year. TDHCA may award CHDO
Operating Expenses in conjunction with the award of CHDO Development Funds, or through a separate
application cycle not tied to a specific activity.

Contract for Deed Conversions

The 81st Legislature passed Appropriations Rider 6 to TDHCA’s appropriation, which requires TDHCA to
spend no less than $4 million for the biennium on contract for deed conversions for families that reside
in a colonia and earn 60 percent or less of the applicable area median family income (AMFI).
Furthermore, TDHCA is targeted to convert no less than 200 contracts for deeds into traditional notes
and deeds of trust. The intent of this program is to help colonia residents become property owners by
converting their contracts for deeds into traditional mortgages. Households served under this initiative
must not earn more than 60 percent of AMFI and the home converted must be their primary residence.
HOME funds may be used in the administration of this program at the determination of the Department.
If HOME funds are used for this activity, the program must comply with federal requirements as
established in 24 CFR 92 and in accordance with §2306.111 (c), Texas Government Code, these funds
may only be used in non-PJs. As a statutorily required set-aside, these funds would not be subject to the
Regional Allocation Formula, pursuant to §2306.111(d-1)(2) of the Texas Government Code.

Housing Programs for Persons with Disabilities

According to the American Community Survey 1-Year Estimates for 2010, there were approximately
2,863,514 people in Texas, or approximately 11.6 percent, had some type of disability. Of these,
356,314 persons between 5 and 64 years of age have self-care limitations. Approximately 21.7 percent
of civilian, non-institutionalized people over the age of 16 with a disability were under the poverty level.
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However, leveraging other federal funds, the numbers of persons with disabilities transitioning from
institutional living into community-based living is increasing, becoming a priority for the State of Texas.
The Department’s Tenant-Based Rental Assistance Program for Persons with Disabilities is a critical
component in the housing continuum toward helping households transition back into the community.

Approximately 5% of the State’'s annual HOME allocation shall be directed toward assistance for
Persons with Disabilities (PWDs) who live in any area of the State. TDHCA will ensure that all housing
developments are built and managed in accordance with its Integrated Housing Rule, 10 Texas
Administrative Code §1.15.

FUNDING DISTRIBUTION

Subject to Texas Government Code §2306.111, HOME funds will be distributed according to the
established Regional Allocation Formula (RAF). The 2013 RAF distributes funding for the following
activities:

e CHDO Project Funds,
e Rental Housing Development Program,
e General Funds for Single Family Activities.

The table below shows the regional funding distribution for all of the activities distributed under the
RAF. Targeted funding amounts for each activity will also be established using the percentages
generated by the RAF.

2013 Targeted Distribution of Funds under the RAF

é) Place for Geographical Regional Funding Regional Rural Funding Urban Funding
2 Reference Amount Funding % Amount Amount
1 | Lubbock $1,222,135 5% | $905,384 $316,751
2 | Abilene $825,510 3% | $628,923 $196,587
3 | Dallas/Fort Worth $4,885,474 20% | $735,295 $4,150,179
4 | Tyler $2,748,900 11% | $1,753,447 $995,453
5 | Beaumont $1,742,455 7% | $1,211,667 $530,788
6 | Houston $1,548,023 6% | $466,209 $1,081,815
7 | Austin/Round Rock $2,802,252 12% | $287,882 $2,514,370
8 | Waco $1,510,782 6% | $759,802 $750,979
San Antonio $1,386,122 6% | $290,217 $1,095,904
10 | Corpus Christi $1,147,402 5% | $574,098 $573,303
11 | Brownsville/Harlingen $2,314,585 10% | $1,329,813 $984,772
12 | San Angelo $1,124,487 5% | $530,676 $593,811
13 | ElPaso $941,874 4% | $82,583 $859,291
Total $24,200,000 100% | $9,555,997 $14,644,003
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Review of Applications

All programs will be operated through direct administration by TDHCA or announced by the release of a
Notice of Funding Availability. For Notices of Funding Availability, applicants must submit a complete
application to be considered for funding, along with an application fee determined by TDHCA.
Applications received by TDHCA will be reviewed for applicable threshold, eligibility and/or scoring
criteria in accordance with the Department’s rules and application review procedures published in the
NOFA and/or application materials.

Selection Process

Qualifying applications are recommended for funding based on the Department’s rules and any
additional requirements established in the Notice of Funding Availability. Applications submitted for
development activities will also receive a review for financial feasibility, underwriting and compliance
under the previous participation review. Applications will be reviewed and recommended for funding in
the manner prescribed in the State of Texas HOME Program Rule.

Match Requirements

TDHCA will provide matching contributions from several sources for HOME funds drawn down from the
State’s HOME Investment Trust Funds Treasury account within the fiscal year. The State sources may
include the following:

e Loans originated from the proceeds of single family mortgage revenue bonds issued by the
State. TDHCA will apply no more than 25 percent of bond proceeds to meet its annual match
requirement.

e Match contributions from the State’s Housing Trust Fund to affordable housing projects that are
not HOME-assisted, but that meet the requirements as specified in 24 CFR §92.219(b)(2).

e Eligible match contributions from State recipients and administrators, as specified in 24 CFR
§92.220.

e Match contributions from local political jurisdictions provided through the abatement of real
estate property taxes for affordable housing properties developed and owned by qualified CHDO
applicants.

Deobligated HOME Program Funds

When administrators have not successfully expended the HOME funds within their contract period,
TDHCA de-obligates the funds and pools the dollars to award applicants according to TDHCA’s
Deobligated Funds Policy.

APPLICABLE FEDERAL AND STATE REGULATIONS

§91.320(k)

HOME funds will be distributed in accordance with the eligible activities and eligible costs listed in 24
CFR §8§92.205-92.209 and 10 TAC Chapter 53 (as of November 2012, the Chapter for the HOME Rule
will be 23).
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Developments receiving funding from TDHCA must comply with accessibility standards required under
Section 504, Rehabilitation Act of 1973 (29 USC. Section 794), as amended, and specified under 24
CFR Part 8, Subpart C. This includes a provision that a minimum of 5 percent of the total dwelling units
or at least one unit, whichever is greater, must be made accessible for individuals with mobility
impairments. An additional 2 percent of the total number of dwelling units or at least one unit,
whichever is greater, must be accessible for individuals with hearing or vision impairments.

Minority Participation

TDHCA encourages minority employment and participation among all applicants under the HOME
Program. All applicants to the HOME Program are required to certify that they will comply fully with the
state’s affirmative marketing plan and submit an affirmative marketing plan as part of the application
process. Additionally, form HUD-702, which lists businesses used for the contract including HUBs, is
required from administrators with the final draw request for each HOME activity.

In an effort to comply with the regulations under Title VI of the Civil Rights Act of 1964, TDHCA has
developed a Limited English Proficiency (LEP) policy. Tile VI ensures program access to residents of
Texas designated as possessing “limited English proficiency” or LEP. The policy outlines the
responsibilities of TDHCA and its administrators and contractors in relation to Title VI. TDHCA commits
to conduct an assessment to determine the extent of its obligation to provide LEP services. Federal
guidance requires a Four-Factor Analysis which analyzes (1) the number or proportion of LEP persons
served or encountered in the eligible service population; (2) the frequency with which LEP persons come
into contact with the program; (3) the nature and importance of the program, activity or service provided
by the program; and (4) the resources available and costs to the recipient. TDHCA also commits to
develop, maintain, and periodically update a Language Access Plan (LAP). TDHCA will also train staff,
administrators, and contractors and inform LEP persons about policies and procedures regarding the
LAP.

Economic Opportunities for Low- and Very Low-Income Persons

TDHCA will require sub-recipients that receive Section 3-covered assistance, including housing rehab,
construction, or reconstruction, to comply with and report on Section 3. Such report enumerates low-
income persons hired and trained as a result of the construction activity. Contracts using Section 3-
covered funds will include the Section 3 Clause (24 CFR 8§135.38) as a certification signifying
compliance. The TDHCA web site contains compliance guidance and public notification of economic
opportunities. Section 3 encourages the use of Section 3 business concerns (those that commit to
creating economic opportunities for low-income persons in the general vicinity of the HUD-funded
construction project) and employment of Section 3 residents. Section 3 status does not depend on
minority status. Section 3 residents are people who make 80 percent or less than the area median
family income and reside in the general vicinity in which certain HUD-funded assistance takes place.

RECAPTURE PROVISIONS UNDER HOMEOWNERSHIP PROGRAMS
§92.254(a)(4)

If the participating jurisdiction intends to use HOME funds for homebuyers, the guidelines for resale or
recapture must be described as required in 24 CFR §92.254(a)(5). Recapture provisions are not
applicable for HOME-assisted multifamily rental projects; in the case of default, sale, short sale, and/or
foreclosure, the entire HOME investment must be repaid.
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TDHCA has elected to utilize the recapture provision under 24 CFR §92.254(a)(5)(ii) as its primary
method of recapturing HOME funds under any program the State administers that is subject to this
provision. The following methods of recapture would be acceptable to TDHCA and will be identified in
the note prior to closing:

1.

Recapture the amount of the HOME investment reduced on a prorata share based on the time
the homeowner has owned and occupied the unit measured against the required affordability
period. The recapture amount is subject to available shared net proceeds in the event of sale or
foreclosure of the housing unit.

In the event of sale or foreclosure of the housing unit, if the shared net proceeds (i.e., the sales
price minus closing costs; any other necessary transaction costs; and loan repayment, other
than HOME funds) are in excess of the amount of the HOME investment that is subject to
recapture, then the net proceeds may be divided proportionately between TDHCA and the
homeowner as set forth in the following mathematical formulas. If there are no Net Proceeds
from the sale, no repayment will be required of the homebuyer and the balance of the loan shall
be forgiven:

(HOME investment / (HOME investment + homeowner investment)) X net proceeds =
HOME amount to be recaptured

(Homeowner investment / (HOME investment + homeowner investment)) X net
proceeds = amount to homeowner

The household can sell the unit to any willing buyer at any price.

In the event that the assisted property is rented or leased, or otherwise ceases to be the
principal residence of the initial household, the entire HOME investment is subject to recapture.

RESALE PROVISIONS UNDER HOMEOWNERSHIP PROGRAMS

In certain instances, TDHCA may choose to utilize the resale provision at 24 CFR §92.254(a)(5)(i) under
any program the State administers that is subject to this provision. If before that time an instance
occurs for which the resale provisions are triggered, the Department will work with the Ft. Worth Field
Office to address. The following method of resale would be acceptable to TDHCA and will be identified in
the note prior to closing:

1. Resale is defined as the continuation of the affordability period upon the sale or transfer, rental

3.

or lease, refinancing, or if the initial Household is not longer occupying the property as their
Principal Residence.

Resale requirements must ensure that, if the housing does not continue to be the principal
residence of the family for the duration of the period of affordability, the housing is made
available for subsequent purchase at an affordable price to a reasonable range of low- or very
low-income homebuyers that will use the property as their principal residence.

The resale requirement must ensure that the price at resale provides the original HOME-assisted
owner a fair return on investment. Fair return on investment is defined as the sum of down
payment and closing costs paid from the initial seller’'s cash at purchase, closing costs paid by
the seller at sale, the principal payments only made by the initial homebuyer in excess of the
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amount required by the loan, and any documented capital improvements in excess of $500.
Fair return on investment is paid to the seller at sale once first mortgage debt is paid and all
other conditions of the initial written agreement are met. In the event there are no funds for fair
return, then fair return does not exist. In the event there are partial funds for fair return, then fair
return shall remain in force.

4. The initial homebuyer's investment of down payment and closing costs divided by the
Department's HOME investment equals the percentage of appreciated value that shall be paid
to the initial homebuyer. The balance of appreciated value shall be paid to the Department. If
appreciated value is zero, or less than zero, then no appreciated value exists. The HOME loan
balance will be transferred to the subsequent buyer and the affordability period will remain in
effect. The period of affordability is based on the total amount of HOME funds invested in the
housing.

5. In the event that the assisted property is sold during the affordability period, rented or leased, or
otherwise ceases to be the principal residence of the initial household, the entire HOME
investment will become immediately due and payable if the property does not continue to meet
the affordability requirements for the remainder of the affordability period.

OTHER FORMS OF INVESTMENT
§91.320(K)(2)(i)

If a participating jurisdiction intends to use other forms of investment not described in §92.205(b), a
description of the other forms of investment must be provided.

The State is not proposing to use any form of investment in its HOME Program that is not already listed
as an eligible form of investment in 24 CFR §92.205(b).

Refinancing Debt
§91.320(k)(2)(iii)

If the State intends to use HOME funds to refinance existing single family or mortgages or debt secured
by multifamily housing that is being rehabilitated with HOME funds, it must state its refinancing
guidelines required under 24 CFR §92.206(b).

TDHCA may use HOME funds to refinance existing single family mortgages or debt secured by
multifamily housing that is being rehabilitated with HOME funds as described in 24 CFR §92.206(b).
TDHCA shall use its underwriting and evaluation standards, codified at 10 Texas Administrative Code,
Chapter 1 and its HOME Program Rule at 10 Texas Administrative Code, Chapter 53 (as of November
2012, the Chapter for the HOME Rule will be 23), for refinanced properties in accordance with its
administrative rules. At a minimum, these rules require the following;:

o That rehabilitation is the primary eligible activity for developments involving refinancing of
existing debt;

e No HOME funds will be used to refinance affordable housing developments that were
constructed within the past 10 years.

e Sets a minimum funding level for rehabilitation on a per unit basis;
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e Requires a review of management practices to demonstrate that disinvestments in the property
has not occurred;

o That long term needs of the project can be met;

e That the financial feasibility of the development will be maintained over an extended
affordability period;

e State whether new investment is being made to maintain current affordable units, and or create
additional affordable units;

e Specifies the required period of affordability;

e Specifies that HOME funds may be used throughout the entire jurisdiction, except as TDHCA
may be limited by the Texas Government Code; and

e States that HOME funds cannot be used to refinance multifamily loans made or insured by any
Federal program, including CDBG.

CPD OutcoME PERFORMANCE MEASUREMENT SYSTEM REPORTING
§91.320(c)(3), §91.3320(e), §91.320(g)

In accordance with the guidelines from HUD, TDHCA will comply with the new CPD Outcome
Performance Measurement System. Compliance will be attained through the creation and development
of additional tracking screens in TDHCA’s central database to enable the Department to capture
information needed for input into IDIS. HOME Program eligible activities will be categorized into the
objectives and outcomes listed in the chart below. It is anticipated most HOME Program eligible
activities will be categorized as Outcome #2 and Objective #2.

The estimated performance figures are based on planned performance during the Program Year
(February 1st through January 31st) of contracts committed and projected households served. In
contrast, the performance measures reported to the Texas Legislative Budget Board for the State Fiscal
Year (September 1st through August 31st) are based on anticipated units and households at time of
award. The HOME performance figures reported herein may include funding from several years as funds
from previous years are deobligated and refunded.

OBJECTIVES

OUTCOME 1

OUTCOME 2

OUTCOME 3

OBJECTIVE #1

Suitable Living
Environment

Enhance Suitable Living
Environment Through
Improved/New Accessibility

Enhance Suitable Living
Environment Through
Improved/New Affordability

Enhance Suitable Living
Environment Through
Improved/New Sustainability

OBJECTIVE #2

Decent Housing

Create Decent Housing with
Improved/New Availability

Create Decent Housing with
Improved/New Affordability
(DH-2)

Create Decent Housing with
Improved/New Sustainability

OBJECTIVE #3

Economic
Opportunity

Provide Economic
Opportunity Through
Improved/New Accessibility

Provide Economic
Opportunity Through
Improved/New Affordability

Provide Economic
Opportunity Through
Improved/New Sustainability
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HOME Program Performance Measures

Outcomes and Performance Expected
Objectives Indicators Number
DH-2 No. of_r_ent.al units assisted through new construction and 260
rehabilitation
DH-2 No. of tenant-based rental assistance units 202
No. of existing homeowners assisted through owner-occupied
DH-2 . 35
assistance
DH-2 No._of first-time homeowners assisted through homebuyer 114
assistance

HOME Homeless and Special Needs Goals

ANNUAL AFFORDABLE Expected Annual Number of Units
HOUSING GOALS To Be Completed
Homeless households 30
Non-homeless households 400
Special needs households 200
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HOMELESS ACTION PLAN: EMERGENCY SOLUTIONS GRANT PROGRAM

For PY 2013, the Emergency Solutions Grants Program will be fully implemented. In prior plans, the
State administered the Emergency Shelter Grants Program (ESGP). The Emergency Solutions Grants
(ESG) program reflects the change in the program’s focus from addressing the needs of the homeless
people in emergency shelters to assisting people to quickly regain stability in permanent housing after
experiencing a housing crisis and/or homelessness. The new ESG funds can be utilized for the following
purposes:

o The rehabilitation or conversion of buildings for use as emergency shelter for the homeless;
o The payment of certain expenses related to operating emergency shelters;
o Essential services related to emergency shelters and street outreach for the homeless; and

o Homelessness prevention and rapid re-housing assistance.

FEDERAL RESOURCES EXPECTED PY 2013

During Program Year 2013 (2/1/2013-1/31/2014), TDHCA anticipates receiving $9,129,511 in
Federal Fiscal Year (FFY) 2013 ESG program funds. During PY 2013, a portion of funding from three
different ESG funding allocations will be expended: 2011 2nd allocation ESG funds (to be expended
during 2/2013-9/2013); FFY 2012 ESG funds (to be expended during 2/2013 - 9/2013); and FFY 2013
ESG funds (to be expended during 10/2013-2/2014). During PY 2013, the Department will also expend
any funds unexpended from the prior FFY 2011 2nd allocation and FFY 2012. Refer to the Allocation of
Funding, later in this section.

RECIPIENTS
Recipients of ESG funds are units of general local government and private nonprofit organizations,
including community and faith-based organizations.

EsSTIMATED PY 2013 BENEFICIARIES

TDHCA expects to fund 102 subrecipients during PY 2013 (See the ESG Obligation Process and the
Application of Funding later in this section). The high number of projects to be funded is due to PY 2013
encompassing three allotments of funding: FFY 2011 2nd allocations, FFY 2012, FFY 2013 allocation,
and any unexpended ESG funds. It is estimated that approximately 21,435 homeless persons or
persons at risk of homelessness will be assisted in PY 2013.

Targeted Beneficiaries

The targeted beneficiaries are homeless individuals and individuals at risk of homelessness.

FUNDING DISTRIBUTION
§91.320

TDHCA has administered ESGP since 1987. TDHCA will administer the S-094-DC-48-0001 ESG funds in
a manner consistent with the McKinney-Vento Homeless Assistance Act, as amended (42 USC. Sec
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11371 et seq.). TDHCA obligated FFY 2011 2nd allocation and FFY 2012 through a statewide
competitive application process. ESG funds were reserved for each of the State’s 13 Uniform State
Service Regions based on the poverty population of each region taken from the most recently available
population estimates issued by the US Census Bureau. For FFY 2013, obligate funds in the same
manner, considering comments received from the Continuum of Care lead agencies.

OBIJECTIVES

The ESG program provides funding to: (1) engage homeless individuals and families living on the street;
(2) improve the number and quality of emergency shelters for homeless individuals and families; (3)
help operate these shelters; (4) provide essential services to shelter residents, (5) rapidly re-house
homeless individuals and families, and (6) prevent families and individuals from becoming homeless.

The Department has developed strategic goals to guide the use of ESG funds. The strategic goals for the
ESG program are to:

e Increase community wide planning and strategic use of resources to prevent and end
homelessness.

e Improve coordination of mainstream and targeted services, capitalizing on existing strengths
and increasing efficiency.

e Build on lessons learned. ESG subrecipients are encouraged to design and operate programs
that incorporate lessons learned from years of practice and national and local research, so that
ESG resources are utilized in recognized solutions to end/prevent homelessness.

e Shift the emphasis from outputs to outcomes, improving data collection and performance
measurement. Subrecipients must shift their emphasis from simply providing services and
assistance to providing services that achieve outcomes.

e Subrecipients must comply with the Homeless Management and Information System (HMIS)
Data Standards and use HMIS data to regularly analyze performance data and continuously
improve their program.

Helping low income families avoid becoming homeless

The new ESG program has broadened the activities that can used to help low income families and
individuals to avoid becoming homeless. These homelessness prevention activities include short- and
medium-term rental assistance and various housing relocation and stabilization services such as
security and utility deposits and housing stability case management.

In addition to the provision of homelessness prevention services, ESG subrecipients must also
demonstrate coordination with other providers in their communities and integration with mainstream
services to marshal all available resources. One of the performance measures that subrecipients will be
measured against will be their ability to help increase non-cash benefits for its program participants by
helping them obtain other resources for which program participants are eligible to receive.

Reaching out to homeless persons and assessing their individual needs

The new ESG program allows the usage of funds to reach out to unsheltered homeless people; connect
them with emergency shelter, housing, or critical services; and provide urgent, non facility-based care to
unsheltered homeless people who are unwilling or unable to access emergency shelter, housing, or an
appropriate health facility. One of the performance measures that subrecipients will be measured
against will be their ability to help homeless persons move into permanent housing destinations,
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achieve higher income and gain more non-cash benefits. To ensure long-term housing stability,
subrecipients will be required to meet with a case manager not less than once per month. Subrecipients
will also be required to develop a plan to assist program participants to retain permanent housing after
the ESG assistance ends.

Addressing the emergency shelter and transitional housing needs of homeless persons

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

Helping homeless persons make the transition to permanent housing

ESG funds are to be targeted to prevent homelessness and to rapidly re-house persons that experience
homelessness. ESG funds can be used to pay last month’s rent, short-term and medium-term rental
assistance, rental application fees, security deposits, utility deposits, utility payments, and moving costs
for homeless individuals or persons at risk of homelessness. Funds can also be used for housing service
costs related to housing search and placement, housing stability case management, mediation, legal
services, and credit repair. ESG funds can also be used to pay for essential service costs including case
management, child care, education services, employment assistance and job training, outpatient health
services, legal services, life skills training, mental health services, substance abuse treatment services,
transportation, and costs related to serving special populations.

TDHCA will require ESG sub-recipients that are performing rehabilitation or renovation activities to
submit a Section 3 report. Such report enumerates low-income persons hired and trained as a result of
the construction activity. Contracts using Section 3-covered funds will include the Section 3 Clause (24
CFR 8§135.38) as a certification signifying compliance. The TDHCA website contains compliance
guidance and public notification of economic opportunities.

Addressing homeless and other special needs activities §91.320

TDHCA will address requirements in §91.320 by utilizing funds to reduce and end homelessness by
funding organizations to provide street outreach, emergency shelter, rapid re-housing, and
homelessness prevention assistance. To assist low-income individuals and families avoid becoming
homeless, especially those discharged from publicly-funded institutions and systems of care, or those
receiving assistance from public and private agencies that address housing, health, social services,
employment, education, or youth needs, the Department will require subrecipients to set performance
targets that will be part of their contract. Subrecipients will need to address the housing and supportive
service needs of individuals assisted with ESG funds.

PERFORMANCE STANDARDS FOR EVALUATING ESG ACTIVITIES

Organizations providing street outreach will be required to meet contractual performance targets for the
number of persons to be assisted, the nhumber of persons to be provided with case management, the
number of persons who increase non-cash benefits, and the number of persons who will be placed in
temporary, transitional or permanent housing.

Organizations providing emergency shelter and transitional shelter will be required to meet contractual
performance targets for the number of persons to be assisted, the number of persons to be provided
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with case management, and the number of persons who will exit to temporary, transitional housing
destinations or permanent housing destinations.

Organizations providing homelessness prevention and rapid re-housing assistance will be required to
meet contractual performance targets for the number of persons to be assisted, the number of persons
to be provided with housing stability case management services, the number of persons who will
increase their non-cash benefits, the number of persons who will have an increase in income at program
exit, and the number of persons who will exit to permanent housing destinations.

The Department consulted and will continue to consult with CoCs on performance standards. The initial
performance standards were developed and provided to CoCs through a survey. The performance
standards surveyed included short-term outputs and long-term outcomes related to client’s accessing
permanent housing, such as increased economic security, increased access to mainstream services,
and improved health and stability. The Department will continue consultations with CoCs regarding
minimum performance standards for activities funded under ESG.

The Department carefully reviewed all input received and revised the performance standards based on
the feedback provided by CoCs and used the input to develop improved performance standards.
Subrecipients will report their progress in meeting performance standards in a monthly performance
report.

Written Standards of Care

The Department will require ESG subrecipients to establish and implement written standards for the
ESG program prior to executing contracts.

Written standards must include:

a) Standard policies and procedures for evaluating individuals’ and families’ eligibility for ESG
assistance;

b) standards for targeting and providing essential services;

¢) policies and procedures for admission, diversion, referral and discharge by emergency shelters
assisted under ESG, including standards regarding length of stay, if any, and safeguards to meet
the safety and shelter needs of special populations and persons with the highest barriers to
housing;

d) policies and procedures for assessing, prioritizing, and reassessing individuals’ and families’
needs for essential services related to emergency shelter;

e) policies and procedures for coordination among emergency shelter providers, essential service
providers, homelessnhess prevention, and rapid re-housing assistance providers; and
mainstream service and housing providers in accordance for 24 CFR §476.400(e);

f) policies and procedures for determining and prioritizing which eligible families and individuals
will receive homelessness prevention assistance and which will receive rapid re-housing
assistance;

g) standards for determining what percentage or amount of rent and utilities costs each program
participant must pay while receiving homelessness prevention assistance;

h) standards for determining how long a particular program participant will be provided with rental
assistance and how or whether that amount will be adjusted; and,

i) standards for determining the type, amount, and duration of housing stabilization and/or
relocation services as per 24 CFR §476.400(e)(3)(ix).

The Department’s monitoring review will include a review of documentation to determine that
subrecipients are adhering to the written monitoring standards.
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For the PY 2013, TDHCA is requiring each ESG subrecipient to develop ESG written standards and apply
them consistently within the subrecipient’s program. In the future, TDHCA may require subrecipients to
follow the standards established by each by a CoC once the CoC has had the time to establish its own
standards.

CENTRALIZED OR COORDINATED ASSESSMENT SYSTEM

Texas'’s fourteen CoCs do not currently use centralized or coordinated assessment systems. PY 2013
subrecipients will be required to participate in a centralized or coordinated assessment system in
adherence with HUD’s requirements and standards as published in the CoC program rule.

Supporting other efforts to address homelessness

The State has contracted with an organization to provide technical assistance to rural homeless
coalitions representing approximately 205 Texas counties and will support the State’s effort to assist
rural communities in their efforts to access federal CoC funds and that are interested in being part of
the State’'s application for CoC funds for the balance of State areas in Texas. Types of technical
assistance to be rendered include, but are not be limited to, homeless counts/surveys, compilation of a
housing and services inventory, identification of housing gaps, and development of homeless discharge
plan strategies for their area. Organizations receiving the technical assistance must be located in a
Balance of State area and applying for CoC funds through the U.S. Department of Housing and Urban
Development. TDHCA has provided State General Revenue funds to the Texas Homeless Network (THN),
the awardee of the Request for Proposal (RFP) which the Department released in 2008, to provide the
referenced technical assistance. The first year of funding began September 1, 2008 and is currently in
its fourth year of funding. As a result of the technical assistance rendered by THN to the local
communities applying for HUD for CoC funds, more organizations in Texas have applied for these funds.
From 2008 to 2011, Texas received over $14.5 million in CoC funds.

Consultation with CoC

As part of planning for FFY 2013, the Department will consult closely with Continua of Care in Texas. As
a result of the issuance of 24 CFR Part 576, the Interim Rule for the CoC Program, the Department will
seek close coordination with the CoCs as they develop policies and procedures for their member
agencies to ensure that all HUD requirements for use of ESG funds are met.

Regarding the Allocation of ESG Funds for Eligible Activities

The Department will continue consultations with CoCs regarding the distribution method used to
allocate ESG funds statewide.

Regarding Designating and Operating a Homeless Management Information System (HMIS)

The Department will continue consultation with CoCs regarding development of a statewide HMIS data
warehouse. To facilitate project implementation and statewide decision-making, the Department will
work closely with the Data Warehouse Governing Body, which consists of representatives from all CoCs
in Texas. Once the system is in place, the Department will seek to ensure that all ESG subrecipients
participate in the data warehouse. Exceptions for victim or legal service providers will follow
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requirements set forth by HUD. The Governing Body will facilitate statewide data sharing agreements
among CoCs.

Regarding Establishing and Operating a Centralized or Coordinated Assessment System

The Department will consult with CoCs as they develop a centralized or coordinated assessment system.
Once the system is in place, the Department will seek to ensure that all ESG subrecipients participate in
the centralized or coordinated assessment system. Exceptions for victim or legal service providers will
follow requirements set forth by HUD.

ELIGIBLE ACTIVITIES
§§576.100-576.109

Statute: Stewart B. McKinney Homeless Assistance Act of 1987, Title IV, as amended (U.S. Code: 42
USC 11371 et seq.) Regulations: Code of Federal Regulations at 24 CFR Part 576.

Eligible Program Components
1. Street Outreach per §576.101

Essential Services related to reaching out to unsheltered homeless individuals and families,
connecting them with emergency shelter, housing, or critical services, and providing them with
urgent, non-facility-based care. Eligible costs include engagement, case management,
emergency health and mental health services, and transportation.

2. Emergency Shelter per §576.102

The major Rehabilitation, Conversion, or Renovation of a building to serve as a homeless
shelter is a component. Site must serve homeless persons for at least 3 or 10 years, depending
on the cost. Note: Property acquisition and new construction are ineligible ESG activities.

Essential Services are included, such as case management, childcare, education services,
employment assistance and job training, outpatient health services, legal services, life skills
training, mental health services, substance abuse treatment services, transportation, and
services for special populations.

Shelter Operations, including maintenance, rent, repair, security, fuel, equipment, insurance,
utilities, relocation, and furnishings.

3. Homelessness Prevention per §576.103, §576.105, §576.106

Housing relocation and stabilization services and short-and/or medium-term rental assistance
as necessary to prevent the individual or family from becoming homeless if:

¢ Annual income of the individual or family is below 30 percent of median family income;
and

o Assistance is necessary to help program participants regain stability in their current
permanent housing or move into other permanent housing and achieve stability in
that housing.
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Eligible costs include utilities, rental application fees, security deposits, last month's rent, utility
deposits and payments, moving costs, housing search and placement, housing stability case
management, landlord-tenant mediation, tenant legal services, and credit repair.

Rapid Re-Housing per §576.104, §576.105, §576.106

Housing relocation and stabilization services and short-and/or medium-term rental assistance
as necessary to help individuals or families living in shelters or in places not meant for human
habitation move as quickly as possible into permanent housing and achieve stability in that
housing. Eligible costs also include utilities, rental application fees, security deposits, last
month's rent, utility deposits and payments, moving costs, housing search and placement,
housing stability case management, landlord-tenant mediation, tenant legal services, and
credit repair.

Data Collection (HMIS) per §576.107

Grant funds may be used for the costs of participating in an existing HMIS of the CoC where the
project is located.

Administration and Indirect Costs per §576.108, §576.109

Up to 7.5 percent of a recipient's allocation can be used for general management, oversight,
coordination, and reporting on the program. TDHCA will share administrative funds with their
subrecipients who are local governments and may share administrative funds with their
subrecipients who are nonprofit organizations.

Recipient Requirements

ESG subrecipients are required to meet certain minimum specifications that include, but are not limited
to, the following:

1.

2.

o o0 b

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

Documenting, in the case of a private nonprofit organization providing shelter, that the proposed
project has the approval of the city, county, or other unit of local government in which the
project will operate.

. Assuring that ESG subrecipients that are units of local general government obligate funds within

180 days from the date that TDHCA received the award letter from HUD.

. Documentation of fiscal accountability, as specified in the application.
. Proposing to undertake only eligible activities.
. Demonstrating need.

. Assuring ability to provide matching funds. (The State may grant an exception to the match

requirement of up to a total of $100,000 each fiscal year.)

. Demonstrating effectiveness in serving the homeless, including the ability to establish,

maintain, and/or improve the self-sufficiency of homeless individuals.
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9. Assuring that homeless individuals will be involved in the provision of services funded through

ESG, to the maximum extent feasible, through employment, volunteerism, renovating,

maintaining or operating facilities, and/or providing direct services to occupants of facilities
assisted with ESG funds.

10. Assuring the operation of an adequate, sanitary, and safe homeless facility.

11. Assuring that it will administer, in good faith, a policy desighed to ensure that the homeless
facility is free from the illegal use, possession, or distribution of drugs or alcohol by its
beneficiaries.

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

13. Assuring that all activities it undertakes with assistance under ESG are consistent with the
State of Texas Consolidated Plan, the McKinney-Vento Homeless Assistance Act, and all other
assurances and certifications.

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

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

16. Any renovation carried out with ESG assistance shall be sufficient to ensure that the building
involved is safe and sanitary, and the renovation will assist homeless individuals in obtaining:

(A) appropriate supportive services, including permanent housing, medical and mental
health treatment, counseling, supervision, and other services essential for achieving
independent living; and

(B) other federal, state, local, and private assistance available for such individuals.

Applicants selected to become subrecipients will have to comply with the following requirements:
1. Area-wide systems coordination requirements - 24 CFR §576.400

(A) Coordination with other Targeted Homeless Services. - 24 CFR §576.400 (b)

Subrecipients must coordinate and integrate, to the maximum extent practicable, ESG-
funded activities with other programs targeted to homeless people in the area covered
by the CoC or area over which the services are coordinated to provide a strategic,
community-wide system to prevent and end homelessness for that area.

System and Program Coordination with Mainstream resources - 24 CFR §576.400 (c)
Subrecipients must coordinate and integrate, to the maximum extent practicable, ESG
funded activities with mainstream housing, health, social services, employment,
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education, and youth programs for which families and individuals at risk of
homelessness and homeless individuals and families may be eligible.

Centralized or Coordinated Assessment - 24 CFR §576.400 (d)

HUD has developed requirements for the CoC to establish a centralized or coordinated
assessment system and has published them in the upcoming Interim CoC program rule.
ESG subrecipients will be expected to use a centralized and coordinated system once the
CoC regulation is published for effect and the CoC establishes such a system. Victim or
legal service providers may choose not to use the CoC’'s centralized or coordinated
assessment system.

2. Written Standards for Providing ESG assistance - 24 CFR §576.400 (e)

Subrecipients must establish and consistently apply within the subrecipient’s program, written
standards for providing ESG assistance. If an applicant is awarded funds, the selected subrecipient
must provide to the Department a copy of the written standards for providing ESG assistance prior
to contract execution. The standards must include at a minimum:

Standard policies and procedures for evaluating individuals’ and families’ eligibility for
ESG assistance;

Standards for targeting for homeless persons and providing essential services related to
street outreach;

Policies and procedures for admission, diversion, referral, and discharge by emergency
shelters assisted under ESG, including standards regarding length of stay, if any, and
safeguards to meet the safety and shelter needs of special populations, e.g., victims of
domestic violence, dating violence, sexual assault, and stalking; and individuals and
families who have the highest barriers to housing and are likely to be homeless the
longest;

Policies and procedures for assessing, prioritizing, and reassessing individuals’ and
families’ needs for essential services related to emergency shelter;

Policies and procedures for coordination among emergency shelter providers, essential
services providers, homelessness prevention, and rapid re-housing assistance providers;
other homeless assistance providers; and mainstream service and housing providers
listed on 24 CFR §576.400(b) and (c);

Policies and procedures for determining and prioritizing which eligible families and
individuals will receive homelessness prevention assistance and rapid re-housing
assistance;

Standards for determining what percentage or amount of rent and utilities costs each
program participant must pay, when applicable, while receiving homelessness
prevention or rapid re-housing assistance;

Standards for determining how long a particular program participant will be provided
with rental assistance and whether and how the amount of that assistance will be
adjusted over time; and

Standards for determining the type, amount, and duration of housing stabilization and/or
relocation services to be provided to a program participant, including the limits, if any, on
the homelesshess prevention or rapid re-housing assistance that each program
participant may receive, such as the maximum amount of assistance, maximum number
of months the program participant may receive assistance; or the maximum number of
times the program participant may receive assistance.
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3. Participation in HMIS 24 CFR §576.400(f)

Subrecipients will be required to ensure that data on all persons served and all activities provided
under ESG are entered into the applicable community-wide HMIS in the area in which those persons
and activities are located, or a comparable database, in accordance with HUD’s standards on
participation, data collection, and reporting under a local HMIS. Subrecipients are required to enter
into an agreement with the local HMIS Administrator for reporting.

If the subrecipient is a victim service provider or a legal services provider, it may use a comparable
database that collects client-level data over time (i.e., longitudinal data) and generates unduplicated
aggregate reports based on the data. Information entered into a comparable database must not be
entered directly into HMIS or provided to an HMIS administrator.

The comparable database must comply with all current HMIS standards including data information,
security, data quality, and processing standards, as established by HUD in its latest HMIS Data
Standards guide. Victim Service Providers or Legal Services Providers that are awarded ESG funds
must consult with the CoC and the HMIS administrator for the CoC area to ensure that the
comparable database uses all the HMIS standards.

4. Evaluation of Program Participant Eligibility and Needs - 24 CFR §576.401

Subrecipients must conduct an initial evaluation to determine the eligibility of each individual or
family’s eligibility for ESG assistance and the amount and types of assistance the individual or
family needs to regain stability into permanent housing. These evaluations must be conducted in
accordance with the centralized or coordinated assessment requirements set forth under 24 CFR
576.400(d) and the written standards established under 24 CFR 576.400(e) and all the guidelines
outlined on 24 CFR 576.4041(a).

Subrecipients must re-evaluate the program participant’s eligibility and the types and amounts of
assistance the program participant needs according to the requirements outlined on 24 CFR
576.401(a). Furthermore, each program participant receiving homelessness prevention or rapid-re-
housing assistance is required to meet regularly with a case manager (except where prohibited by
Violence Against Women Act (VAWA) and the Family Violence Prevention and Services Act (FVPSA))
and the assistance provider must develop an individualized plan to help that program participant
retain permanent housing after the ESG assistance ends. These requirements are intended to help
ensure that the ESG-funded emergency, short-term or medium-term assistance will be effective in
helping program participants regain long-term housing stability and avoid relapses into
homelessness.

5. Terminating Assistance - 24 CFR §576.402

If a program participant who receives ESG assistance violates program requirements, the
subrecipient may terminate the assistance in accordance with a formal process established by the
subrecipient that protects the rights of the individuals affected. Therefore, a formal process must be
in place. This applies to all forms of ESG assistance.

6. Shelter and Housing Standards - 24 CFR §576.403

(A) Lead Based Paint Act - 24 CFR §576.403(a)
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Lead-based paint remediation and disclosure applies to all ESG-funded shelters and all housing
occupied by ESG participants. The Lead-Based Paint Poisoning Prevention Act (42 USC. 4821-4846),
the Residential Lead-Based Paint Hazard Reduction Act of 1992 (42 USC 4851-4856), and the
relevant subparts of the implementing regulations at 24 CFR Part 35, Subparts A, B, H, J, K, M and
R apply to activities under this grant program. The subrecipient must also comply with the Lead,
Renovation, Repair, and Painting Program Final Rule, 40 CFR Part 745, where applicable.

(B) Minimum Standards for Emergency Shelters and for permanent housing 24 CFR
§576.403(b)&(c)

Emergency shelters that receive assistance for shelter operations are required to meet habitability
standards. If ESG funds are used to help a program participant remain in or move into permanent
housing, that housing must also meet habitability standards. The minimum standard for emergency
shelters and permanent housing include standards for structure and material, access, space and
security, interior air quality, water supply, sanitary facilities, thermal environment, illumination and
electricity, food preparation, sanitary conditions and fire safety. Shelters renovated with ESG funds
are also required to meet state or local government safety and sanitation-standards as applicable,
and use energy-efficient materials including Energy Star and WaterSense products and appliances.

7. Accessibility Standards

Shelters receiving ESG funds must also meet the accessibility standards under Section 504 of the
Rehabilitation Act of 1973 (5 USC. 794), The Fair Housing Act (42 USC. 3601 et seq.) and Titles Il
and Il of the Americans with Disabilities Act (42 USC. §§ 12131-12189; 47 USC. 155, 201, 218
and 255).

A subrecipient shall operate each program or activity so that the program or activity, when viewed in
its entirety, is readily accessible to and usable by individuals with disabilities. Subrecipients are also
required to provide reasonable accommodations for persons with disabilities in order to enable
program participants with a disability to have an equal opportunity to participate in the program or
activity. Subrecipients that undertake alterations to shelters may be subject to additional
accessibility requirements in accordance with 24 CFR Part 8. In certain instances, subrecipients
undertaking alterations may be required to ensure that 5 percent of the total sleeping areas, such
as b percent (or at least one) of the sleeping areas, such where a number of sleeping rooms are
provided, and 5 percent (or at least one) of the total number of sleeping areas, such as beds, where
a number of beds are provided in a room, are accessible for persons with mobility impairments and
that an additional 2 percent of the total individual sleeping areas are accessible for persons with
visual impairments. The 2010 Americans with Disabilities Act Standards apply and require an
additional level of accessibility in certain shelters.

8. Conflicts of Interest - 24 CFR §576.404

Subrecipients will be expected to follow the conflict of interest standards outlined in 24 CFR
§576.404 related to the provision of ESG assistance, and procurement of goods and services. All
contractors of the subrecipient must comply with these same requirements.
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9. Homeless Participation - 24 CFR §576.405

Subrecipients must comply with 24 CFR §576.405, paragraphs (a)(b) and (c).

10. Faith-Based Activities 24 CFR §576.406

Organizations that are religious or faith-based are eligible, on the same basis as any other
organization, to receive ESG funds. The State will not discriminate against an organization on the
basis of the organization’s religious character or affiliation.

Organizations that are directly funded under the ESG program may not engage in inherently
religious activities, such as worship, religious instruction, or proselytization as part of the programs
or services funded under ESG. If an organization conducts these activities, the activities must be
offered separately, in time or location, from the programs or services funded under ESG, and
participation must be voluntary for program participants.

Any religious organization that receives ESG funds retains its independence from Federal, State, and
local governments, and may continue to carry out its mission, including the definition, practice, and
expression of its religious beliefs, provided that the religious organization does not use direct ESG
funds to support any inherently religious activities, such as worship, religious instruction, or
proselytization. Among other things, faith-based organizations may use space in their facilities to
provide ESG-funded services, without removing religious art, icons, scriptures, or other religious
symbols. In addition, an ESG-funded religious organization retains its authority over its internal
governance, and the organization may retain religious terms in its organization’s name, select its
board members on a religious basis, and include religious references in its organization's mission
statements and other governing documents.

An organization that receives ESG funds shall not, in providing ESG assistance, discriminate against
a program participant or prospective program participant on the basis of religion or religious belief.
When using ESG funds for the rehabilitation of structures, faith-based organizations will be expected
to follow the guidelines outlined in 24 CFR §576.406.

11. Economic Opportunities for Low and Very-Low Income and Homeless Persons (Section 3) - 24
CFR §576.407(a)

To the extent that any housing assistance funded with ESG funds is used for housing rehabilitation
or housing construction or other public construction, then it is subject to Section 3 of the Housing
and Urban Development Act of 1968, and the implementing regulations at 24 CFR Part 135.

Section 3 requires that employment, training, and contracting opportunities generated by certain
HUD financial assistance for housing and community development programs shall, to the greatest
extent feasible, be directed to low- and very low-income persons, particularly those who are
recipients of government assistance for housing, and to businesses that provide economic
opportunities for these persons.

The requirements in 24 CFR Part 5, subpart A are applicable, including the nondiscrimination and
equal opportunity requirements at 24 CFR 5.105(a). Section 3 of the Housing and Urban
Development Act of 1968, 12 USC. § 1701u, and implementing regulations at 24 CFR Part 135
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apply, except that homeless individuals have priority over other Section 3 residents in accordance
with 24 CFR §576.405(c).

12. Affirmative Outreach - 24 CFR §576.407(b)

Subrecipient must make known that use of the facilities, assistance, and services are available to
all on a nondiscriminatory basis and must take appropriate steps to ensure effective
communication with persons with disabilities. Subrecipients must follow the requirements outlined
in 24 CFR §576.407(b).

13. Improving Access to Services for Persons with Limited English Proficiency (LEP) - 24 CFR
§576.407(b)

Executive Order 13166 seeks to improve access to federally assisted programs and activities for
individuals who, as a result of national origin, are limited in their English proficiency. Organizations
obtaining ESG funds shall take reasonable steps to ensure meaningful access to their programs and
activities to LEP individuals, regardless of language spoken. Meaningful access may entail providing
language assistance services, including oral and written translation, where necessary. Subrecipients
must follow the requirements outlined on 24 CFR §576.407(b). HUD published Final Guidance to
Federal Financial Assistance Requirements Regarding Title VI Prohibition Against National Origin
Discrimination Affecting Limited English Proficient Persons in the Federal Register on January 22,
2007 (72 F.R. 2732).

14. Uniform Administrative Requirements - 24 CFR §576.407(c)

The requirements of 24 CFR Part 85 apply to subrecipients that are units of general purpose local
government, except that 24 CFR §85.24 and §85.42 do not apply, and program income is to be
used as match under 24 CFR §85.25(g). The requirements of 24 CFR Part 84 apply to subrecipients
that are private nonprofit organizations, except that 24 CFR §84.23 and §84.53 do not apply, and
program income is to be used as the nonfederal share under 24 CFR §84.24(b). These regulations
include allowable costs and non-Federal audit requirements.

15. Environmental Review Responsibilities - 24 CFR Part 58

Subrecipients, or any contractor of the subrecipient, may not commit or expend ESG funds until
TDHCA has performed an environmental review under 24 CFR Part 58 and the subrecipient has
received environmental clearance from TDHCA.

16. Procurement of Recovered Materials - 24 CFR §576.407(f)

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 desighated in guidelines of the Environmental Protection Agency (EPA)
at 40 C.F.R 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 in 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.
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17. Displacement, Relocation, and Acquisition 24 CFR 576.408

Consistent with the other goals and objectives of ESG, the subrecipient must assure that it has
taken all reasonable steps to minimize the displacement of persons (families, individuals,
businesses, nonprofit organizations, and farms) as a result of a project assisted with ESG funds.
Subrecipients must follow the requirements in 24 CFR 576.408 related to temporary relocation (not
permitted), relocation assistance for displaced persons and real property acquisition requirements,
and appeals, and the requirements identified in the Department’s Consolidated Plan. For more
information, see the Uniform Relocation Assistance and Real Property Acquisition Policies Act of
1970 (42 USC. § 4201 - 4655) (URA), its implementing regulations at 49 C.F.R .Part 24, Subpart B,
and HUD Handbook 1378.

18. Recordkeeping and Reporting Requirements - 24 CFR 576.500

Subrecipients will be required to show compliance with the program’s regulations through the
appropriate records, including documentation of homeless status, at risk of homelessness status
and the program’s participant’s income. The subrecipient must have policies and procedures to
ensure the requirements outlined in 24 CFR §576.500 are met. In addition, sufficient records must
be established and maintained for a minimum of five years to enable the Department and HUD to
determine whether ESG requirements are met.

19. Matching Requirements 24 CFR 576.201

ESG subrecipients must match their award amount with an equal or greater amount of resources
from other than ESG funds. ESG applicant organizations must demonstrate access to resources that
may be used as match after the start date of the grant award. Matching funds used for this ESG
project may not be used to match any other project or grant. The Department may waive up to
$100,000 of the match requirement based on subrecipient’s ability to provide match.

20. Applicability of OMB Circulars -

Subrecipients must follow the policies, guidelines and requirements established in the following
OMB circulars:
(A) For Local Governments
e 2 CFR Part 225 (OMB Circular A-87): Cost Principles for State, Local and Indian Tribal
Governments
e OMB Circular A-102, Common Rule: Uniform Administrative Requirements for Grants and
Agreements to State and Local Governments
e OMB Circular A-133: Audits of States, Local Governments and Non-Profit Organizations

(B) For Non-Profits
e 2 C.F.R Part 215 (OMB Circular A-110: Uniform Administrative Requirements for Grants and
Agreements)
e 2 C.F.R Part 230 (OMB Circular A-122): Cost Principles for Non-Profits Organizations
e OMB Circular A-133: Audits of States, Local Governments and Non-Profit Organizations

21. Single Audit Requirement - OMB Circular A-133

22. Financial Accountability 2 CFR Part 215 (Non-Profits) & OMB Circular A-102 (Local
Governments)
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Subrecipients will be expected to have a functioning accounting system that at a minimum
provides for each of the following: 1) Accurate, current, and complete disclosure of the financial
results of each federally-sponsored project; 2) Records that identify adequately the source and
application of funds for federally sponsored activities; 3) Effective control over and accountability
for all funds, property, and other assets; 4) Comparison of outlays with budget amounts; 5) Written
procedures to minimize the time elapsing between the transfer of funds to the recipient from the
U.S. Treasury and the use of the funds for program purposes; 6) Written procedures for determining
the reasonableness, allocability, and allowability of costs; and 7) Accounting.

23. Program Income 24 C.F.R §85.25

Program income is defined in 24 CFR §85.25. Program income includes any amount of a security or
utility deposit returned to the recipient or subrecipient. Any program income, including but not
limited to any amount of a security or utility deposit returned to subrecipient that is received after
the end of the contract period must be returned to the Department. Subrecipients utilizing ESG
funds for security or utility deposits must have an agreement with the vendor that states that the
deposits will be refunded to the subrecipient and not the applicant. Subrecipients must apply any
program income received during the contract period as match.

FUND OBLIGATION PROCESS
§91.320(k)
TDHCA will publish on its website the process for distributing PY 2013 ESG funds.

The State’s anticipated ESG allocation for PY 2013 is $9,129,511 less 7.5 percent ($684,713) for
administration costs which will be shared with subrecipient organizations. TDHCA is statutorily required
by the Texas Government Code to provide a comprehensive statement on its activities during the
preceding year through a document called the State of Texas Low Income Housing Plan and Annual
Report. Part of this document describes the ethnic and racial composition of families and individuals
applying for and receiving assistance from each housing-related program operated by TDHCA.

ALLOCATION OF FUNDING

During PY 2013 (2/1/2013-1/31/2014), TDHCA anticipates receiving $9,129,511 from FFY 2013 ESG
program funds. During PY 2013, a portion of funding from three different ESG funding allocations will
be expended: FFY 2011 2nd allocation ESG funds (to be expended during 2/2013/-9/2013), FFY 2012
ESG funds (to be expended during 2/2013/- 9/2013), and FFY 2013 ESG funds (to be expended during
10/2013/-2/2014). During PY 2013, the Department will also expend any funds unexpended from the
prior FFY 2011 2nd allocation and FFY 2012. Of the funds available during PY 2013, the State
estimates that $10,958,116 will be expended during PY 2013.

The Department does not know at this time the amount of unexpended FFY 2011 2nd allocation ESG
funds that will be available from 10/2013 - 1/31/2014, which will be part of PY 2013. Based on prior
years, it is anticipated that there will be approximately $250,000 of unexpended FFY 2011 2nd
allocation ESG funds available in PY 2013. ESGP funds received for FFY 2011 2nd allocation was
awarded to TDHCA on July 10, 2012. The contract period for FFY 2011 2nd allocation funds is October
1, 2012 through September 30, 2013 and the Department has allocated $2,908,940 to 29
subrecipients. The table below demonstrates how the FFY 2011 2nd allocation funds will be spent by
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the eligible activities. The Department will share administrative funds with subrecipients. Although the
table below represents the total FFY 2011 2nd allocation, PY 2013 will include only part of the contract

period covered by the FFY 2011 2nd allocation.

ESG FFY 2011 2nd allocation ESG Allocations by Activity

Activity Funding Amount| Percentage
Street Outreach — essential services $248,821 8.55%
Emergency Shelter - essential services $331,597 11.40%
Emergency Shelter - renovation $43,634 1.50%
Emergency Shelter — shelter operations $600,054 20.63%
SHeor?/}gleesssness Prevention — housing relocation and stabilization $174,000 5.98%
Homelessness Prevention —rental assistance $320,521 11.02%
Rapid Re-Housing — housing relocation and stabilization services $348,000 11.96%
Rapid Re-Housing - rental assistance 347,794 11.96%
HMIS 276,349 9.50%
Administration (State and amount shared with subrecipients) 218,170 7.50%
Total Funds Committed $2,908,940 100.00%

Note: The figures in the above table are budget estimates, allocations will change once budgets are negotiated with

awardees.

ESG funds which will be received for FFY 2012 allocation were awarded within 60 days of receipt of the
HUD grant agreement. The State ESG contracts for FFY 2012 allocation funds will begin on October 1,
2012 and will end on September 30, 2013. The Department will allocate $9,129,511 of FFY 2012
allocation ESG funds to approximately 38 subrecipients. The table below is an estimate on how FFY
2012 allocation ESG funds will be allocated to the eligible activities. The Department anticipates that
the final amounts budgeted will vary slightly from the proposed allocations indicated in the following
table once FFY 2012 allocation ESG contracts are executed. The Department will share administrative
funds with all subrecipients. Although the table below represents the total FFY 2012 allocation, PY
2013 will include only part of the contract period covered by the FFY 2012 allocation.

FFY 2012 allocation ESG Funds Estimated Allocations by Activity

Activity Funding Amount| Percentage

Street Outreach — essential services $912,951 10.00%
Emergency Shelter - essential services $1,369,426 15.00%
Emergency Shelter - renovation $1,369,426 15.00%
Emergency Shelter — shelter operations $1,825,903 20.00%
Homelessness Prevention — housing relocation and stabilization

services $612,000 6.70%
Homelessness Prevention —rental assistance $940,018 10.30%
Rapid Re-Housing — housing relocation and stabilization services $433,652 4.75%
Rapid Re-Housing - rental assistance $433,652 4.75%
HMIS $547,770 6.00%
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Administration (State and amount shared with subrecipients)

$684,713

7.50%

Total Funds Committed

$9,129,511

100.00%

Estimated allocations by activity. Allocations will change once FFY 2012 budgets are negotiated.

The FFY 2013 allocation will be awarded within 60 days of receipt of the HUD grant agreement. TDHCA
will decide in consultation with the CoCs in Texas how the funds will be distributed. The State ESG
contrac