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BOARD MEETING
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Senate Finance Committee Room E1.038, State Capitol Extension, 1100 Congress
Austin, Texas 78701
Friday, November 12, 2004 10:00 am

AGENDA

CALL TO ORDER, ROLL CALL Elizabeth Anderson
CERTIFICATION OF QUORUM Chair of Board

PUBLIC COMMENT

The Board will solicit Public Comment at the beginning of the meeting and will also provide for Public
Comment on each agenda item after the presentation made by the department staff and motions made
by the Board.

The Board of the Texas Department of Housing and Community Affairs will meet to consider and possibly
act on the following:

ACTION ITEMS
Iltem 1 Presentation, Discussion and Possible Approval of Minutes of Board Elizabeth Anderson
Meeting of October 14, 2004

Iltem 2 Presentation, Discussion and Possible Approval of Department Rules:  Elizabeth Anderson

a) Final Adoption of Housing Tax Credit Program Rules: Proposed
Repeal of Title 10, Part 1, Chapter 49, Tex. Admin. Code — 2003
Low Income Housing Tax Credit Program Qualified Allocation Plan
and Rules; and Proposed New Title 10, Part 1, Chapter 49.
Tex. Admin. Code — 2005 Housing Tax Credit Program Qualified
Allocation Plan and Rules

b) Final Adoption of Home Investment Partnerships Program (HOME)
Rules: Proposed Amendment to Title 10, Part 1, Chapter 53, Tex.
Admin. Code — Home Investment Partnerships Program

c) Final Adoption of Housing Trust Fund Rules: Proposed Amendment
to Title 10, Part 1, Chapter 51, Tex. Admin. Code — Housing Trust
Fund Rules

d) Final Adoption of Real Estate Analysis Rules: Proposed Amendment

to Title 10, Part 1, Chapter 1, Subchapter B, Tex. Admin. Code -
Underwriting, Market Analysis, Appraisal, Environmental Site
Assessment and Property Condition Assessment Rules and
Guidelines and Proposed New § 1.37 Reserve for Replacement
Rules and Guidelines

e) Final Adoption of Compliance Monitoring and Asset Management Rules:
Proposed Repeal of Title 10, Part 1, Chapter 60, Subchapter A,
Tex. Admin. Code — Compliance Monitoring and Asset Management,
Section 60.1 Compliance Monitoring Policies and Procedures and
Proposed New Title 10, Part 1, Chapter 60, Subchapter A, Tex.
Admin. Code, Compliance Monitoring, Section 60.1 Compliance
Monitoring Policies And Procedures



Iltem 3 Presentation, Discussion and Possible Approval of Application Elizabeth Anderson
Submission Procedures Manual for Housing Tax Credits

Iltem 4 Presentation, Discussion and Possible Approval of: Elizabeth Anderson
a) 2005 Regional Allocation Formula
b) 2005 Affordable Housing Need Score

c) 2005 State of Texas Low Income Housing Plan and
Annual Report

d) 2005-2009 State of Texas Consolidated Plan

Iltem 5 Presentation, Discussion and Possible Approval of Programmatic C. Kent Conine
ltems:
a) HOME Award to Community Action Council of South Texas

in the Amount of $500,000

b) Increase in the Contract Amount of Preservation Incentives
Program Funds in the Amount of $250,000 for Cedar Ridge
Apartments, No. 2002-0050, Dayton, Texas for a Total Contract
Amount of $1,250,000

Iltem 6 Presentation, Discussion and Possible Approval of Recommendations C. Kent Conine
From the Programs Committee

a) Approval to Rescind General Policy Issuance #04-3.3,
Regarding Documentation of Income for 90 days Prior to the
Application and Allow Annualization of Income for 30 Days Prior
To Application with Regards To the Community Services
Block Grant (CSBG), Comprehensive Energy Assistance
Program (CEAP) and Weatherization Assistance Program (WAP)

b) Approval of Resolution Concerning Section 8 Payment Standards

c) Discussion on Section 8 Housing Assistance Program as
Administered by the Texas Department of Housing and
Community Affairs

Item 7 Presentation, Discussion and Possible Approval of Multifamily Bond Vidal Gonzales
Program Inducement Resolutions for:

a) Inducement Resolution Declaring Intent to Issue Multifamily
Housing Mortgage Revenue Bonds for Developments
Throughout the State of Texas and Authorizing the Filing of
Related Applications for the Allocation of Private Activity Bonds
with the Texas Bond Review Board For Program Year 2004
(2004 Waiting List)

2004-063 Arlington Place Apartments, Houston, Texas
b) Inducement Resolution Declaring Intent to Issue Multifamily

Housing Mortgage Revenue Bonds for Developments
Throughout the State of Texas and Authorizing the Filing of



Related Applications for the Allocation of Private Activity Bonds
with the Texas Bond Review Board For Program Year 2004
Traditional Carry Forward and Request for Approval From
The Governor

2004-059 Sphink at Chenault, Dallas, Texas
2004-060 Waxahachie Senior Apartments. Waxahachie, Texas
2004-061 Pleasant Village Apartments, Dallas, Texas
2004-062 Grove Village Apartments, Dallas, Texas
2004-064 Lafayette Chase Apartments, Houston, Texas
2004-065 Glenn Heights Villas, San Antonio, Texas
2004-066 Alta Cullen Apartments, Harris County, Texas

C) Inducement Resolution Declaring Intent to Issue Multifamily

Housing Mortgage Revenue Bonds for Developments
Throughout the State of Texas and Authorizing the Filing of
Related Applications for the Allocation of Private Activity Bonds
with the Texas Bond Review Board For Program Year 2005
(2005 Waiting List)

2005-014 Willow Creek Apartments, Tomball, Texas
2005-021 Meadow Oaks Estates, Corinth, Texas
2005-022 Woodland Park Estates, Garland, Texas
2005-023 Rosemont at Frisco, Frisco, Texas
2005-026 Malloy Meadows, Seagoville, Texas
Iltem 8 Presentation, Discussion and Possible Approval of Housing Tax Elizabeth Anderson
Credit Items:
a) Waiver of Carryover Requirement to Close on Land for

Acquisition/Rehab 2004 Awardees

b) Appeals to Board from Housing Tax Credit Applicants
on Underwriting Matters:
04074 Las Palmas, San Antonio, Texas

C) Issuance of Determination Notices on Tax Exempt Bond
Transactions with Other Issuers:

04457 Evergreen at Lewisville Senior Apartments, Lewisville,
Texas, Denton County Housing Finance Corporation is
The Issuer (Requested Amount of $496,596 and
Recommended Amount of $496,596)

04463 Lakeside Manor Senior Community, Little EIm, Texas
Denton County Housing Finance Corporation is
The Issuer (Requested Amount of $438,218 and
Recommended Amount of $428,143)

04452 Seville Place Apartments, La Porte, Texas
Southeast Texas Housing Finance Corporation is
The Issuer (Requested Amount of $568,648 and
Recommended Amount of $564,828

04459 Bayview Apartments, Baytown, Texas
Harris County Housing Finance Corporation is the



Issuer (Requested Amount of $586,896 and
Recommended Amount of $574,895)

04492 Artisan on the Bluff, San Antonio, Texas
San Antonio Housing Finance Corporation is
The Issuer (Requested Amount of $911,857 and
Recommended Amount of $911,857)

d) Request for Additional Credits for:
Primrose at Shadow Creek (fka Arbors at Creekside), Austin,
Texas (Requested Amount of $92,244 and Recommended Amount
of $91,982) for a Total Housing Tax Credit Award of $617,344

e) Requests for Housing Tax Credit Extensions for:
#03004, Arbor Woods Apartments, Dallas, Texas
#03140, Park Meadows Village, Lubbock, Texas
#03145, Sterling Springs Villas, Midland, Texas
#03159, Summit Senior Village, Gainesville, Texas
#03162, Pinnacle Pointe Apartments, Victoria, Texas
#03182, The Manor at Jersey Village, Jersey Village, Texas
#03186, Tigoni Villas, San Antonio, Texas
#03053, Millpoint Townhomes Apts., Henderson, Texas

f) Proposed Housing Tax Credit Amendments for:
04120 Sedona Springs Village Apartments, Odessa, Texas

EXECUTIVE SESSION Elizabeth Anderson
If permitted by law, the Board may discuss any item listed on
This agenda in Executive Session
Consultation with Attorney Pursuant to §551.071, Texas
Government Code, Concerning the Proposed 2005 Housing
Tax Credit Program Qualified Allocation Plan And Rules
Consultation with Attorney Pursuant to §551.071, Texas
Government Code, Concerning Pending or Contemplated
Litigation

OPEN SESSION Elizabeth Anderson
Action in Open Session on ltems Discussed in Executive
Session

REPORT ITEMS
Executive Directors Report

1. NCSHA — Conference and Election of Board Member
2. Houser Award
3. NCSHB - Election of Board Member
4. Affordable Housing Partnership with the Texas Association of Realtors
5. Department Outreach Activities — Meetings, Trainings, Conferences,
Workshops for September and October, 2004
6. Award Recognition of Community Affairs Staff Member by the US
Department of Energy (Central Region)
ADJOURN Elizabeth Anderson



To access this agenda and details on each agenda item in the board book, please visit our website at
www.tdhca.state.tx.us or contact the Board Secretary, Delores Groneck, TDHCA, 507 Sabine, Austin,
Texas 78701, 512-475-3934 and request the information.

Individuals who require auxiliary aids, services or sign language interpreters for this meeting should
contact Gina Esteves, ADA Responsible Employee, at 512-475-3943 or Relay Texas at 1-800-735-2989
at least two days before the meeting so that appropriate arrangements can be made.

Non-English speaking individuals who require interpreters for this meeting should contact Delores
Groneck, 512-475-3934 at least three days before the meeting so that appropriate arrangements can be
made.

Personas que hablan espariol y requieren un intérprete, favor de llamar a Jorge Reyes al siguiente
numero (512) 475-4577 por lo menos tres dias antes de la junta para hacer los preparativos apropiados.



EXECUTIVE OFFICE

BOARD ACTION REQUEST
NOVEMBER 12, 2004

Action Item

Board Minutes of October 14, 2004.

Required Action

Review of the minutes of the Board Meeting and make any necessary corrections.

Background

The Board is required to keep minutes of each of their meetings. Staff recommends approval
of the minutes.

Recommendation

Approve the minutes with any requested corrections.




BOARD MEETING
TEXAS DEPAREMENT OF HOUSING AND COMMUNITY AFFAIRS
507 Sabine, TDHCA Boardroom, Austin, Texas 78701
Thursday, October 14, 2004 10:30 am

Summary of Minutes

CALL TO ORDER, ROLL CALL

CERTIFICATION OF QUORUM

The Board Meeting of the Texas Department of Housing and Community Affairs of October 14, 2004 was
called to order by the Chair of the Board Elizabeth Anderson at 10:45 a.m. It was held at the Boardroom
of the Texas Department of Housing and Community Affairs, 507 Sabine, Austin, Texas 78701. Roll call
certified a quorum was present. C. Kent Conine and Vidal Gonzalez were absent.

Members present:
Elizabeth Anderson — Chair
Shad Bogany — Member
Patrick Gordon — Member
Norberto Salinas — Member

Staff of the Texas Department of Housing and Community Affairs was also present.

Ms. Anderson welcomed Scott Sims of the Speakers Office; Jason Smith from the House Urban Affairs
Committee and Jerry Romero, Board Chair of TSAHC, to the meeting.

PUBLIC COMMENT

The Board will solicit Public Comment at the beginning of the meeting and will also provide for Public
Comment on each agenda item after the presentation made by department staff and motions made by
the Board.

Ms. Anderson called for public comment and the following either gave comments at this time or preferred
to wait until the agenda item was presented.

Jim Shearer, Capital Consultants, Austin, Texas

Mr. Shearer stated that Capital Consultants has been involved with the department with regards to
affordable housing as they have represented developers (for-profit and non-profit), local housing
authorities, local governments and financial communities. He recommended initial changes to the
proposed 2005 QAP and stated that Capital Consultants and their housing clients have been very active
in the QAP working group. They had 16 recommended changes and believed these recommendations
are intended in good faith to bring balance and fairness to the Tax Credit Program. These
recommendations were: Income levels of tenants; rent levels of the units; mixed income units; unit mix
dictated by market forces; nonprofit set-aside; quantifiable community participation; affordable housing
needs score; urban / exurban; compliance period; HUBs; energy efficiency; threshold requirements;
notification requirements; fee increases; development size in rural areas; and 504 language. He asked
the Board to give every consideration to these recommended changes.

Ms. Anderson had questions on the nonprofit set-aside where it was proposed to allocate this set-
aside at a regional level rather than statewide.

Mike Dunn, Capitol Consultants, Austin, Texas
Mr. Dunn stated that they were recommending taking the 10% for this set-aside from each region’s
allocation and award that to nonprofit applicants in the region instead of statewide.




Ms. Anderson asked if there wasn’t any nonprofit transaction in a particular region would the
department still have to meet the nonprofit set-aside on a statewide basis.

Mr. Dunn stated if there is a region that does not have any nonprofits, that there will be others who will be
providing affordable housing. He also stated that he would be happy to educate himself on what the
ramifications of what this would be and get back to the Board on this question of not having a nonprofit in
a region..

Ms. Anderson stated that in her reading of the proposed recommendations that the rent levels of
100% of the units in the development restricted to having rents plus the allowance for utilities
equal to or below the maximum tax credit is required in Section 42. All applicants are going to get
the 12 points and she asked Mr. Dunn if this is the policy outcome that they are recommending.

Mr. Dunn stated that on the rent level of the units they felt the proposed QAP is requiring 10% below the
rent and it was going to hurt areas outside of the regions with MSAs over a million. They would be
looking for the top tier to be 12 points and the next tier down would be 10 points for 95% of the units that
were reserved. He also stated concerns that he has heard that there are levels of need in the state that
are not reflected in the AFNS in terms of needs that a community might need.

Ms. Anderson encouraged Mr. Dunn to ask his clients to be real specific with their comments as
the AHNS has its own set of public comments. She also stated the purpose of the AHNS is to
spread the housing in a region. It is not intended to say that where one does not have a high
affordable housing needs score that there is no need. She asked Mr. Dunn to be very specific
about what specific proposals they have for strengthening the formula.

Mr. Bogany asked questions on the unit mixed dictated by market forces and on the urban /
exurban.

Mr. Dunn stated the development community was feeling pushed into doing single bedroom units and in
regions that have a MSA larger than a million is roughly how this is breaking out. In those areas there
should be a third allocation, the exurban - in terms of allocating that money and much more effective
dispersion method, rather than doing the one mile rule in terms of the qualified census tracts having that
130% boost on the basic funds.

Mr. Bogany also had questions on the energy efficiency suggestion.
Mr. Dunn stated he would be getting an answer for this question for Mr. Bogany.

Ms. Anderson asked if they would be open to an alternative or a restoration of the exurban points
to try to give the exurban deals additional preference.

Mr. Dunn stated this would be welcome but the main problem is still what exurban is and what is urban.

John Garvin, Exec. Director, TAAHP, Austin, Texas

Mr. Garvin stated they provided comments for the QAP and he thanked staff for doing such a good job in
streamlining the QAP. He asked the board to consider where there are no neighborhood organizations, if
possibly allowing up to six points for community or civic organization support to give more parity to areas
that are not around MSAs or areas with neighborhood organizations. The next comment was on the
income level of the tenants and he asked the Board to consider putting in one more option where they
would get 20 points if 60% of the units are set aside for those below 50% median income. The next
suggestion is to clarify the definition of local political subdivisions.

The next comment was the 10% rent reduction — the rent levels of the tenants. They agreed that this is
going to be problematic when it comes to compliance and recommended taking this out for rural areas
that have lower rents anyway.



On development location they realize the code targets families with children but the clause of getting
applications with areas with no greater than 10% poverty population, they asked that seniors should be
included and to find another way to give family selection. On the tie-breakers, they recommended also
using such factors as higher needs score; census tract without all other tax credit developments; and the
suggestion on the lowest amounts of credits as requested by net rentable square footage. They would
like to see the reinstatement of ex urban points up to 6 points.

Mr. Bogany asked if exurban should be a separate category and Mr. Garvin stated he did not see
the need for this.

Mr. Bogany also asked for his comments on previous suggestions and Mr. Garvin stated he felt
that on the unit mix that the one bedroom units are very leasable.

Mr. Garvin also stated he is a Board member of the UCP of Texas and he asked to that the HOYO
program be reinstated for $1 million.

Ms. Anderson asked for Mr. Garvin’s thoughts on using the Affordable Housing Needs Score in
the context of using it as a tie-breaker and was advised by Mr. Garvin that he would like to give
that more thought and he would get back to the Board on that question.

Darrel Jack, Apartment Market Data, Austin, Texas

Mr. Jack stated they write a fair amount of market study reports on the 9% and the 4% tax credits. They
do not see any significant difference between the occupancy of one-bedrooms, twos or threes in the
affordable units around the state. He felt the QAP gives an unfair advantage to family projects in rural
areas over senior projects. The QAP gives advantage to projects that have one, two and three bedrooms
over those that might have one or two. The senior projects in many rural communities are not going to
work with the current proposed QAP. He further stated that on the income levels a family project is able to
go after those points but a senior project is not. He felt the market study reports should not be placed on
the web for anyone to look at. He stated the neighborhoods are being more vocal and more outspoken
against affordable housing and the market analysts seem to be the target of much of this fury.

He stated there is a problem with changing the population limits from 250,000 in the trade area down to
100,000 unless they provide supporting data. The problems are that there are not any clear-cut rules as
to what qualified supporting data would be. He stated several things have been in the past guidelines
and have not been adhered to and one is the statement about economic occupancy of comparable; the
second is the turnover rates for comparable properties; and the third is the absorption rates of
comparables and properties by class.

Mr. Bogany asked if Mr. Jack was recommending the removal of these items and was advised
that the items should be removed.

Allan Greenlee, One Economy Corporation, Washington, D.C.

Mr. Greenlee spoke on the provisions of the QAP that deal with internet access. They are a national
organization headquartered in Washington, D.C. and are a mission driven organization to work to
maximize the power of technology. Their proposal is to have computers and internets available so that
low income people have access to information and resources that will help them join the economic
mainstream. They operate the Bring It Home Campaign which is a national campaign. In the QAP there
was a provision that essentially said to have computers or internets access in units. The weakness of this
language is that developers can get threshold benefit, for doing nothing more than including telephone
wire into their units. Their proposal is to bring in one high-speed internet access and share that internet
access among the residents. The benefit of what is instead of residents paying $29-$59 a month, they
can provide high-speed internet access to each of the units for as low as $5 a month. Internet access in a
complex gives market appeal, reduces churn, and provides for down the road the capacity to bring
management efficiency. They provide free consulting service to affordable housing developers. It costs
about $275 on average per unit to do the installation at time of construction and is a cheap and easy way




to deliver high speed internet access to residents. He stated the service provider fee would be about
$300 a month and they recommend about $1 a unit a month per unit as a maintenance fee.

Craig Young, O’Conner & Associates, Houston, Texas

Mr. Young stated they are a market analyst and appraisal firm in Houston. He stated he did not have a
problem providing the Department electronic delivery of the market analysis report but felt that if it is
posted to the web that it would create quite a bit of challenges for them. Posting to the internet was a bad
idea in his opinion.

Bob Voelkler, Developer, Houston,

Mr. Voelkler stated he felt it was a good for everyone to have high-speed internet access to their
residents. He did not necessarily want to have a wire for every possible application. He asked that the
wording be changed to state that there needs to be access and availability of high speed internet access
service, phone service and cable TV/satellite TY type service available. He asked the Board to reinstate
the points for market rate units. He also felt that mixed income communities are good projects to do.

John Wright, Houston, Texas

Mr. Wright stated on a project that he worked with the cost was $100,000 for 150 units for the networking
and wires for internet service. He also stated the owner has to maintain a server, etc. and he felt that the
residents should do the connecting, etc. He stated that the $100,000 was for rehabilitated units to be
rewired and this means tearing up walls and more.

Tony Sisk, Developer, Dallas, Texas

Mr. Sisk stated they did not receive staff approval for inducement on 3 of their projects because they did
not send in the notification to the county and city clerk on time and it was a few days late. They did
receive information and filed it on a timely basis that there are no neighborhood organizations on record
with the city or county. He asked that these applications be induced since there are no neighborhood
organizations on record.

Ray Oconas, Executive Director, TACDC, Austin, Texas

Mr. Ocanas stated they are asking the Department to consider reinstating in the program rules of the
Trust Fund the Predevelopment Loan Program. It is in the strategic plan now but it is not directly written
into the program rules.

Ms. Anderson welcomed several visitors to the meeting who were Michael Gerber, the new
Housing Policy Lead for Governor Perry’s Office; Jason Smith from the Urban Affairs Committee;
Jerry Romero, Chair of the TSAHC Board and Scott Sims from the Speakers Office.

ACTION ITEMS

(1) Presentation, Discussion and Possible Approval of Minutes of Board Meetings of August
19, 2004 and September 9, 2004
Motion made by Shad Bogany and seconded by Norberto Salinas to approve the Minutes of the
Board Meetings of August 19, 2004 and September 9, 2004. Ms. Anderson noted that there were
several typos in the minutes and she furnished them to the Secretary for change in the minutes.
Passed Unanimously

(2) Presentation, Discussion and Possible Approval of Housing Tax Credit ltems:

a) Issuance of Determination Notices on Tax Exempt Bond Transactions with Other Issuers:
04444 TownParc at Bastrop, Bastrop Texas, Capital Area Housing Finance Corporation is
the Issuer, (Requested Amount of $420,500 and Recommended Amount of $411,039)

Ms. Carrington stated the tax exempt finance bond developments for consideration are with
other issuers and not the Department.



b)

TownParc at Bastrop, in Bastrop, Texas is new construction and will be family units. The issuer
is the Capital Area Housing Finance Corporation. The Department is recommending tax credit
allocation in the amount of $411,039.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the tax credit
allocation in the amount of $411,039 for TownParc at Bastrop.
Passed Unanimously

04446 Villas at Costa Biscaya, San Antonio, Texas, San Antonio Housing Finance
Corporation is the Issuer, (Requested Amount of $862,911 and Recommended Amount of
$862,911)

Ms. Carrington Villas at Costa Biscaya is located in San Antonio, Texas and San Antonio
Housing Finance Corporation is the issuer. Staff is recommending an allocation of tax credits in
the amount of $862,911.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the tax credit
allocation in the amount of $862,911 for Villas at Costa Biscaya.
Passed Unanimously

Proposed Housing Tax Credit Amendments for:

02045 Paris Retirement Village Apartments, Paris, Texas
03145 Sterling Spring Villas Apartments, Midland, Texas
03140 Park Meadows Villas Apartments, Lubbock, Texas
04120 Sedona Springs Village Apartments, Odessa, Texas
04004 (fka 03168) Kingsland Village, Kingsland, Texas
04101 Pleasant Hill Apartments, Austin, Texas

04107 Whitefield Place Apartments, San Antonio, Texas
04108 Tamarac Pines Apartments, The Woodlands, Texas

Ms. Carrington there are eight housing tax credit amendments for the Boards consideration.
Paris Retirement Village is located in Paris, Texas and is new construction for the elderly. They
are requesting a change in the number of bedrooms from 8 one-bedroom units to 7 one-
bedrooms and 1 two bedroom unit. Staff is recommending the approval of this requested
change.

Motion made by Norberto Salinas and seconded by Shad Bogany to approve the amendment
request from the Paris Retirement Village to change the unit mix of the bedroom units.
Passed Unanimously

Ms. Carrington stated Sterling Spring Villas Apartments is a 2003 tax credit allocation award and
they are requesting four changes to the project. Staff is recommending the approval of three of
the changes and to deny #4. They changes they are requesting are: 1) change from gas to
electric heating and water heating; 2) upgrade from vinyl flooring to ceramic tile; 3) upgrade from
fiberglass tub/shower enclosure to ceramic tile; and 4) install a microwave oven in lieu of a range
oven in the club house kitchen. Staff is not recommending that a microwave oven be included in
the clubhouse as opposed to a range over.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the recommendation
of three of the items but to deny the request for a microwave oven be installed as opposed to a
range oven.

Cynthia Bast, Attorney, Locke Liddell & Sapp, Austin, Texas

Ms. Bast stated their firm represented the Sterling Springs Villas and Park Meadows Villas. Each
amendment requests has four items and each amendment request is identical so she spoke on these
properties at the same time. She stated their client agrees with staff's recommendation on the three



amendment items but not on the fourth item on the requirement for a range oven in the club house
kitchen. She stated in the QAP there is no reference to club house kitchens and this was not part of the
threshold criteria requirement. Their client received no points with regards to the kitchen. They did plan
to have a stove in the kitchen but due to city code requirements the installation of a range oven will cost
between $12,000 and $15,000. Upon learning of the cost, their client has requested that the range oven
be omitted. The kitchen will have a microwave and plenty of plugs to plug in crock pots and toaster ovens
and other items which should be sufficient for club house use.

Motion was withdrawn by Mr. Bogany and the seconded was withdrawn by Mr. Gordon.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve all four criteria for
Sterling Springs Villas Apartments.
Passed Unanimously

Motion made by Shad Bogany and seconded by Patrick Gordon to approve all four criteria for
Park Meadows Apartments.
Passed Unanimously

Mr. Gouris asked that Park Meadows be approved subject to reunderwriting.

Mr. Bogany and Mr. Gordon accepted that for the motion.
Passed Unanimously

Ms. Carrington stated that on Sedona Springs they have three requests on this allocation. Staff is
recommending the approval of all three requests of 1) changing the gas to electric heating and
water heating; 2) upgrade from vinyl flooring to ceramic tile; and 3) upgrade all two-bedroom/one
bath units to be two-bedroom/two bath units.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the three
amendments.

Bert Magill, Developer, Houston, Texas

Mr. Magill stated Sedona Springs should have to use what they provided in the application. There is a
significant cost to providing gas to the construction cost. They did not use the published utility allowances
from the Housing Authority as others did.

Aubrea Hance, Sedona Springs Village, Austin, Texas

Ms. Hance stated they requested a change to all electric because in the upstairs unit’s the engineering is
such that they are having to use an aqua herm gas heating unit which is not as good as far as providing
the heating.

Motion withdrawn by Shad Bogany and the second was withdrawn by Patrick Gordon.

Motion made by Patrick Gordon and seconded by Norberto Salinas to table the Sedona Springs
request until all information is furnished on the underwriting report.
Passed Unanimously

Ms. Carrington stated the Kingsland Trails Apartments is located in Llano and is a rural new
construction family development. In 2003 the development was located in a difficult to develop
area but in 2004 it was no longer in the DDA. Due to this, the development lost the 30% boost in
credits that is allowed if a development is located in a difficult to develop area. They are no
longer are going to be able to get the boost in credits and they are proposing that 100% of the
units would be at 60% of area median family income. Staff is recommending approval.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the amendment
request for Kingsland Trails Apartments.



Passed Unanimously’

Ms. Carrington stated Pleasant Hill Apartments is located in Austin and there are three
transactions included. Pleasant Hills is an at-risk transaction. They are requesting to have
insulated windows instead of storm windows. Staff is recommending this amendment be
approved. The second item they are requesting is that the 504 requirements for the 5%
modification for mobility impaired and 2% for the vision and hearing impaired not be applicable to
this particular development. Staff is not recommending approval of this part.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve staffs
recommendation.

Cynthia Bast stated her firm represents AIMCO with respect to the rehab and ownership of Pleasant Hill
Apartments and the Tamarac Pines and Whitefield Place Apartments. This impacts all three properties
as they have accessible units by having accessibility for mobility impairment. She stated there is new
construction and substantial alteration in one part and the other alteration properties that are defined as
those that are not spending 75% or more of the replacement cost of the property on the alteration. Those
properties are not required to meet the new construction standards except to the extent feasible. She
stated these properties should be considered as other alterations and not required to meet the new
construction accessibility standards except to the extent feasible.

John Wright stated these properties are a part of the set-aside for preservation and are rehab of those
projects. He stated that staff feels Sec. 823 alterations to existing housing addresses preservation and
rehab of housing facilities and he feels that it does not.

Frank Pollacio, Austin, Texas
Mr. Pollacio stated the language on 504 in the QAP has appeared in previous QAPS since 2002 and he
asked that the language remain for consistent review and repair of preservation projects.

Mr. Bogany withdrew his motion and Mr. Salinas withdrew his second.

Motion made by Patrick Gordon and seconded by Shad Bogany to approve the use of insulated
windows instead of storm windows and to hold off on the second request until the next meeting.

Amendment made to the motion by Beth Anderson to grant the request based on the stipulation
that they comply with Section 504 and to not support staffs recommendation on item 2.

Amendment accepted by Mr. Gordon and Mr. Bogany.
Amendment and Motion Passed Unanimously

Ms. Carrington stated Whitefield Place Apartments has the same set of circumstances that
Pleasant Hill Apartments had.

Motion made by Patrick Gordon and seconded by Shad Bogany to grant the complete request
based on the stipulation that they comply with Section 504 and to not support staffs
recommendation on item 2.

Passed Unanimously

Ms. Carrington stated Tamarac Pines Apartments has the same set of circumstances that
Pleasant Hill Apartments and Whitefield Place Apartments had.

Motion made by Patrick Gordon and seconded by Shad Bogany to grant the complete request
based on the stipulation that they comply with Section 504 and to not support staffs
recommendation on item 2.

Passed Unanimously



c)

d)

e)

(3)

a)

Rural Rescue Award:

Issuance of Commitment Notice for 2005 Housing Tax Credits for 05-001, Mountainview
Apartments, Alpine, Texas, (Requested Amount of $62,874 and Recommended Amount of
$62,316)

Ms. Carrington stated the Board approved this Rural Rescue Policy in May of 2004 and this is the
first application received under the policy. Mountainview Apartments is located in Alpine, Texas
and staff is recommending an award of $62,316 in tax credits as 2005 Forward Commitment.

Motion made by Norberto Salinas and seconded by Shad Bogany to approve the issuance of
$62,316 in tax credits from the as a 2005 Forward Commitment for Mountainview Apartments,
Alpine, Texas.

Passed Unanimously

Interagency Contract Between the Texas Department of Housing and Community Affairs
and the Office of Rural Community Affairs Concerning The Housing Tax Credit Program
Ms. Carrington stated this is the contract between the Department and ORCA on the tax credit
program. The major change in the contract is that staff is recommending a 3 year contact as
opposed to the past contracts with ORCA that have only been for 1 year.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the contract
between TDHCA and ORCA.
Passed Unanimously

Outside Counsel Contracts for Tax Credit Counsel

Ms. Carrington stated the outside counsel contracts are subject to approval by the Attorney
General and they require that outside counsel services be advertised at least every two years
through a request for proposal. Staff issued the RFP and staff is recommending Hawkins
Delafield and Wood and Kutak Rock as tax counsels for the Department. This would be a one
year contract with the option that the Executive Director could extend the contract for an
additional year.

Passed Unanimously

Presentation, Discussion and Possible Approval of Multifamily Bond Program Inducement
Resolutions for:

Inducement Resolutions Declaring Intent to Issue Multifamily Housing Mortgage Revenue
Bonds for Developments Throughout the State Of Texas and Authorizing the Filing of
Related Applications for the Allocation of Private Activity Bonds with the Texas Bond
Review Board for Program Year 2005

2005-001 | Aventine at Mesquite

2005-002 Friendship Place*

2005-003 Villas at Henderson Place

2005-004 Lafayette Oaks Apartments

2005-005 Lakecrest Apartments

2005-006 Lafayette Village Apartments

2005-007 Fred L Lander Senior Community

2005-008 Webber Gardens Apartments

2005-009 Portland Contessa Apartments

2005-010 Falfurrias Village

2005-011 Donna Village

2005-012 Church Village Apartments

2005-013 Providence at UT Southwestern

2005-014 Willow Creek Apartments
Evergreen at Pecan Hollow Senior Apartment

2005-015 Community




b)

2005-016 Evergreen at Rowlett Senior Apartment Community
2005-017 Evergreen at Murphy Senior Apartment Community
2005-018 Providence Place Apartments
2005-019 Town Square Apartments
2005-020 Arbor Bend Villas*
2005-021 Meadow Oaks Estates
2005-022 Woodland Park Estates
2005-023 Rosemont at Frisco
2005-024 Rosemont at Fossil Creek
2005-025 Rosemont at Lasater
2005-026 Malloy Meadows
* Withdrawn

Ms. Carrington stated staff is recommending approval of the inducement resolutions for the above
projects with the exception of the ones that have been withdrawn (Friendship Place and Arbor
Bend Villas) and four others which are Willow Creek Apartments, Evergreen at Pecan Hollow
Senior Apartment Community, Evergreen at Rowlett Senior Apartment Community and
Evergreen at Murphy Senior Apartment Community.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve staff
recommendations but to not approve the withdrawn applications and not approve Willow Creek
Apartments, Evergreen at Pecan Hollow Senior Apartment Community, Evergreen at Rowlett
Senior Apartment Community and Evergreen at Murphy Senior Apartment Community.

Passed Unanimously

Inducement Resolutions Declaring Intent to Issue Multifamily Housing Mortgage Revenue
Bonds for Developments Throughout the State Of Texas and Authorizing the Filing of
Related Applications for the Allocation of Private Activity Bonds with the Texas Bond
Review Board for Program Year 2004

2004-047 Willow Creek Apartments
2004-048 Tower Ridge Apartments

2004-049 Providence at UT Southwestern
2004-050 Kingwood Pines Apartment Homes
2004-051 Flushing Meadows Apartments
2004-052 Rolling Creek Apartments
2004-053 Alta Northgate Apartments
2004-054 Alta Copperfield Apartments
2004-055 Atascocita Pines

2004-056 Canal Street Apartments

2004-057 Creekside Manor Senior Community
2004-058 Langwick Senior Apartments
2004-059 Sphinx at Chenault

Ms. Carrington stated staff is recommending the approval of these applications for any remaining
bond authority in 2004.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the recommendations
of staff for any remaining bond authority in 2004.
Passed Unanimously



(4)

(5)

(6)

Presentation, Discussion and Possible Approval of Single Family Residential Mortgage
Revenue Bond Program Master Servicer

Ms. Carrington stated staff is recommending Countrywide Home Loans be selected the Master
Servicer for the single family programs of the department for a period of two years.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve Countrywide Home
Loans as Master Service for TDHCA with a two year contract.
Passed Unanimously

Presentation, Discussion and Possible Approval of the Fourth Quarter Investment Report
Mr. Dally stated the Department has $1.38 billion in the portfolio with five new multifamily issues
for about $64 million.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the Fourth Quarter
Investment Report.
Passed Unanimously

Presentation, Discussion and Possible Approval of Programmatic ltems:
HOME Appeals
1) 2004-0205 Futuro Communities Uvalde, Texas

2) 2004-0119 Zavala County Zavala County, Texas
3) 2004-0165 City of Lorenzo Lorenzo, Texas
4) 2004-0151 City of Ralls Ralls, Texas

Ms. Carrington stated there have been four appeals submitted to the Department on the HOME
Program Awards made by the Board in July 2004.

Futuro Communities of Uvalde, Texas is requesting an additional 25 points for eligible match.
Staff determined that there was no letter of commitment for any match and staff is not
recommending approval.

Phyllis Vernon, Economic Development Director, Futuro Communities, Uvalde, Texas

Ms. Vernon stated there was a letter furnished from IBC Bank reflecting the match from their holding
company.

Motion made by Shad Bogany and seconded by Patrick Gordon to deny the appeal and uphold
staffs recommendation.
Passed Unanimously

Zavala County submitted two letters from contractors that met the requirements of the
Department but they did not submit a qualified third letter.

Judge Luna, Zavala County, Texas

Judge Luna stated on the third letter in question, the contractor wrote the letter in the Commissioners
Courtroom and the contractor did not have his letterhead with him but he is a contractor from Zavala
County and the contractor complied with the rules.

Motion made by Norberto Salinas and seconded by Shad Bogany to grant the appeal for Zavala
County and award them the requested five points.
Passed with 3 ayes and 1 no (Ms. Anderson voted no)

City of Lorenzo, Lorenzo, Texas had one contractor letter that did not satisfy the requirements as

there was no address on the letterhead and they did not state they were headquartered in this
region.

10



Tres Davis, Vice President of Grant Works, Austin, Texas

Mr. Davis stated they are the consulting company that wrote the grant for the City. On both Lorenzo and
Ralls the cities submitted three contractor letters which all were on letterhead. One of the contractors
does not have his address on his letterhead but it does have the contract full name and address as
required by TDHCA.

Ms. Anderson stated she felt the Board by approving this item will have awarded over $1 million
in deobligated HOME funds. There is not an unlimited amount of these funds and she felt the
precedence that is being set is ill advised.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the appeal.
Passed with 3 ayes and 1 no (Ms. Anderson voted no)

The City of Ralls had the same set of circumstances that the City of Lorenzo had.

It was noted that it was very important for the City of Ralls to get these funds and the HOME
program really does assist small cities.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the appeal.
Passed with 3 ayes and 1 no (Ms. Anderson voted no)

Presentation, Discussion and Possible Approval of Report from Audit Committee:

FY 2005 Internal Audit Plan

Discussion of the FY 2004 Annual Internal Audit Report

Discussion of Report to the Office of the Governor Regarding Executive Order RP36
Discussion of Risk Assessment Methodology to Implement RP36

Mr. David Gaines asked the Board to approve the FY 2005 Internal Audit Plan that was being
recommended by the Audit Committee for approval.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the FY 2005
Internal Audit Plan.
Passed Unanimously

Mr. Bogany thanked the Internal Audit Division for the good work they did on the RP36.

EXECUTIVE SESSION

If permitted by law, the Board may discuss any item listed on this agenda in Executive Session
Consultation with Attorney Pursuant to §551.071, Texas Government Code, Concerning the
Proposed 2005 Housing Tax Credit Program Qualified Allocation Plan And Rules Consultation
with Attorney Pursuant to 8551.071, Texas Government Code, Concerning Pending or
Contemplated Litigation

Ms. Anderson stated: “On this day, October 14, 2004, in a regular meeting of the Governing
Board of the Texas Department of Housing and Community Affairs held in Austin, Texas, the
Board adjourned into a closed executive session. The Board will begin its executive session
today, October 14, 2004 at 2:25 p.m.

Subject matter of this executive session and deliberation is consultation with attorney, pursuant to
551.071 Texas Government Code concerning proposed 2005 Housing Tax Credit program, QAP,
and rules, consultation with attorney pursuant to 551.071 Texas government code concerning
pending or contemplated litigation.”

The Board went into executive session at 2:25 p.m.
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OPEN SESSION
Action in Open Session on ltems Discussed in Executive Session

Ms. Anderson stated the agenda of the executive session of governing board of the TDHCA was
properly authorized and posted at the Secretary of State's Office, seven days prior to meeting. All
members of the Board were present, with the exception of Kent Conine and Vidal Gonzales.
Action taken, none and this is a true and correct record of the proceedings pursuant to the Texas
Open Meetings Act.”

REPORT ITEMS
Executive Directors Report
1. Affordable Housing Partnership with the Texas Association of Realtors
2. Department Outreach Activities — Meetings, Trainings, Conferences,
Workshops for September, 2004
3. Senate Finance Committee Hearing on October 5, 2004
4. Senate Committee on International Relations and Trade Meeting on
October 6, 2004

There was no Executive Directors Report given.

ADJOURN
Motion made by Shad Bogany and seconded by Patrick Gordon to adjourn the meeting.
The meeting adjourned at 2:37 p.m.

Respectfully submitted,

Delores Groneck
Board Secretary

bdminoct
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MULTIFAMILY FINANCE PRODUCTION

BOARD ACTION REQUEST
November 12, 2004

Action Items
Final Housing Tax Credit Program Qualified Allocation Plan and Rules.

Reguired Action

1 Adoption of Repeal of Title 10, Part 1, Chapter 49- 2003 Low Income Housing Tax Credit
Program Qualified Allocation Plan and Rules

2. Adoption of New Title 10, Part 1, Chapter 49 — 2005 Housing Tax Credit Program Qualified
Allocation Plan and Rules

Background

At the September 9, 2004 Board Meeting, the Board approved the Proposed New Title 10, Part 1,
Chapter 49 — 2005 Draft Housing Tax Credit Program Qualified Allocation Plan and the proposed
repeal of the Title 10, Part 1, Chapter 49- 2003 Low Income Housing Tax Credit Program Qualified
Allocation Plan and Rules for public comment. The proposals were published in the Texas Register
on September 24, 2004 for the public to provide comments. In order to receive additional comments
on all proposed rules, Texas Department of Housing and Community Affairs staff held public
hearings in the cities of Harlingen, Austin, Amarillo, Waco, Tyler, Wichita Falls, Dallas, Lufkin, San
Angelo, Victoria, San Antonio, Houston and El Paso. Approximately 200 people attended these
hearings.

There was no comment on the proposed repeal .
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Reasoned Response to Public Comment on the 2005 Dr aft Qualified Allocation Plan (QAP)

The Department received the majority of comments in writing by email, fax and mail. This
document provides the Department’s response to all comments received. The comments and
responses are divided into the following two sections:

|. Substantive comments on the QAP and Departmental response. (Comment and responses are
presented in the order they appear in the QAP. After each comment title, numbers are shown in
parentheses. These numbers refer to the person or entity that made the comment as reflected in the
Addendum).

I1. Administrative clarifications and corrections. These changes include administrative changes
made to the QAP by staff.

I. SUBSTANTIVE COMMENTSON THE QAP AND DEPARTMENTAL RESPONSE

849 — General —(35,18,39)

Comment:

Comment suggests that more emphasis be placed on using tax credits for single-family projects,
including providing training and seminars for interested parties. Many of the larger cities are
declining multi-family projects due to oversaturation and their desire to increase homeownership
rates. Comment proposes a specia set-aside for single-family projects (35). Further comment
suggests that all general contractors and developers should be required to be registered builders (18).
Further comment generally supports TDHCA'’s proposed QAP and recommends that priority be
given to applications that propose to construct or rehabilitate housing for farm workers (39).
Department Response:

Federal requirements for the Tax Credit Program only allow rental developments. However, over the
past severa years, the Department has begun permitting single-family design rental developments.
The HTC program cannot be used to increase home ownership. Regarding registration for builders,
staff thinks this idea warrants further public comment and will be considered for the draft 2006 QAP.
Regarding housing for farm workers, while the Department is not targeting farm workers, the QAP
has more points for rehabilitation this year which can include farm worker housing.

849.3 — Definitions - Urban/Exurban Area— (27)(3)

Comment:

Comment suggests that the language defining Exurban Areas be changed to: “An ex-urban areais an
area outside of the urban city. An ex-urban community can be located in either, (1) arural area, (2), a
non-urban city or, (3) an unincorporated area within an urban region. An ex-urban allocation is a
separate funding allocation and does not impact the rural allocation. The alocation of funds between
urban and ex-urban shall be based on the population ratio that urban bears to ex-urban within that
region. Urban regions are high-growth regions with populations in excess of 1 million people. An
urban city is a city with a population equal to or greater than 250,000" (27). The commenter
indicated that this was the recommendation of the working group and reflects the wishes of that
group. Comment also supported the definitions as is and concurred that the allocations should be
geographic as opposed to unit based (3). This commenter also wants to assure that the rural
allocation is not depleted by any revisions to this section (3).

Department Response:
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Staff does not recommend adding new definitions for Urban or Exurban; staff believes that the
legidation as drafted, with urban and exurban combined with a slash, confirms that the Urban and
Exurban allocations are combined and not two separate allocations. Therefore, no definition or
change is necessary. The Urban/Exurban alocation will continue to be defined as all areas not
satisfying the Rural Area definition. Staff does not recommend any revisions to the definition for a
Rural Area since that definition is legislated.

849.3(21) — Definitions - Compliance Period —(4,9,12)
Comment:
Comments suggest that the “Compliance Period” definition should remain 15 years (4) distinct from
LURA agreements (12). Further comment states that under Section 42 of the Code, the phrase
“Compliance Period” is a term of art in that it has effects on other sections of the Code. More
importantly, a property is not eligible for an allocation of tax credits during its “Compliance Period.”
By the proposed definition, properties receiving an alocation in 2005 will not be eligible for
acquisition credits for 30 years. Realistically, in order to preserve the quality of the property as well
as provide for an exit strategy, the possibility of obtaining acquisition credits should be preserved (9).
Department Response:
Staff concurs with the deletion of the proposed language to alow for the possibility of acquisition
credits during the Compliance Period.

(21) Compliance Period - With respect to a building, the period of 15 taxable years,

beginning with the first taxable year of the Credit Period pursuant to the Code, 842(i)(1).

The clause being deleted, which had been proposed in the draft was, “...unless the LURA has been
extended consistent with 8§49.9(g)(16)”.

849.3(47) — Definitions - Ineligible Building Types - (12,20,25,33)
Comment:
Comment suggests that developers should be allowed to adjust unit mix based on market demands as
opposed to being restricted by current language (20). Comment also suggests that the ability to
include a limited number of 3-bedroom units be reinstated in senior communities. Experience with
senior communities demonstrates the popularity of 3-bedroom units and suggests that they should
comprise 15% of units (33). Further comment explains that the definition of Ineligible Building
Types does not fit the market needs for family development in many market areas and proposes to
delete sections (E) and (G), which are the restrictions on 4 bedroom units and percentage restrictions
on unit types. Comment also provides the following examples of possible problems with the
proposed language:
1. HUD will not allow a single parent with a child age 5 or greater of the opposite sex to live
in a 1-bedroom apartment. There must be a separate bedroom for the child.
2. HUD will not allow two children of opposite sex age 5 or greater to inhabit the same
bedroom. Therefore, most families with two or more children need a third bedroom.
3. In most cities, less than 5% of rental units contain more than two bedrooms. This often
forces multi-child familiesto live in cramped, substandard quarters.
Comment asserts that there are two current developments on the TDHCA inventory that could not
have been built under the proposed definition as they are comprised of three- and four-bedroom units.
Comment asserts that the developments leased in just a few months and have remained stabilized at
high occupancy since their completion. The general partner who is providing afifteen-year operating
deficit guarantee to the tax credit buyer and is therefore at risk for the long-term viability of the
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development must be able to determine the needs of that particular market as verified by a third-party
market analyst (12,25).

Department Response:

While Staff appreciates the arguments for revisions to this section, the Department’s Board has
indicated that this policy provides for appropriate unit mixes and will continue.

849.3(70) - Definitions - Rural Area—(3)

Comment:

Comment suggests that the definition should remain as proposed by TDHCA and used to both
allocate funds within each region and to place applicants into the proper competitive pool (3).
Department Response:

Staff agrees and recommends no change.

849.5(a)(7)(C) and (D) — In€ligibility — (1)

Comment:

Comment suggests that the date by which local resolutions must be received for developments with
more than two times the state average of credits per capita, should be later than April 1 in order to
allow time to properly approach the municipality. Often, the municipality does not want to act unless
they know the application is in serious contention (1).

Department Response:

The Department does not recommend change to this section. All Applicants know where their sites
will be located by at least December, giving them five months to properly approach a municipality.
The current date of April 1 alows areasonable time for staff’ s review of the application, any required
deficiencies to be issued, any subsequent terminations issued and any subsequent appeals to be
processed prior to the late June Board meeting when initial recommendations are made.

849.5(a)(8)(A) - Ineligibility — (5)

Comment:

Comment suggests that the language be clarified by the insertion of the word “AND” after the semi-
colon following paragraph (A) in order to ensure that the reader knows to include parts (B), (C), and
(D) of the section (5).

Department Response:

While the Departments appreciates other grammatical preferences, the format is not incorrect; is
consistent throughout the Qualified Allocation Plan as drafted; and is clear in its requirement for all
of (A), (B) and (C). Paragraph (B) includes“and” at the end of the clause.

849.5(a)(8)(D)(iv) - Indigibility — (20)

Comment:

Comment suggests the substitution of “supported” for “allowed” so that the section shall read: “the
local government where the development is to be located has by vote specificaly supported the
construction of a new development” (20).

Department Response:
Staff does not recommend the proposed change. This language is written as legidated in
§2306.6703(b)(3).

849.5(b)(6) - Disgualification and Debar ment — (18)
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Comment:

Comment states that the new criterion for communication with TDHCA Board members prohibits
any communication at all between board members and applicants or parties related to applicants.
Comment questions the practicality of this due to the likelihood of housing issues commanding
attention in the upcoming legislative session and suggests that the language be changed to prohibit
communication between board members and applicants or parties related to applicants specifically
“about any tax credit application” during the time that projects are under review (18).

Department Response:

Staff does not recommend changes to this section.  The 2005 draft language revisions were made
consistent with legidlation (82306.1113). Other revisions aso now make it permissible to
communicate with senior Department staff directly.

849.6(a) - Site and Development Restrictions, Floodplain — (5)

Comment:

Comment suggests that the one-foot floodplain clearance rule should be abolished for rehabilitation
properties. In the example given, a 10-building rehabilitation property was ineligible for credits due
to the fact that one building was only 6 inches above the floodplain instead of the required foot. (5).
Department Response:

Staff does not recommend change to this section. While the Department appreciates that some
rehabilitations will be ineligible because of this restriction, the Department does not think that it
would be prudent to use tax credits to rehabilitate any developmentsin afloodplain.

849.6(d) - Site and Development Restrictions, Credit Amount — (6)

Comment:

Comment questions whether the tax credit alocation limit is not applied to a combination of Housing
Tax Credits and Tax-Exempt Bond Developments as it is specifically not applied to Tax-Exempt
Bond Developments (6).

Department Response:

Staff does not recommend change to the current language. Staff believes that the current language as
drafted is explicit that it is not applied to a combination of Housing Tax Credits and Tax-Exempt
Bond Developments asit is specifically not applied to Tax-Exempt Bond Developments.

849.6(e)(2) - Site and Development Restrictions, Limitations on the Size of Developments—(9,4)
Comment:

Comment suggests that the size of rural developments be limited to 76 units instead of 96 as larger
projects defeat the intent of the program to help those most in need. The 96 unit change had been
proposed in the draft based on the recommendation of the working group. For example, a 96-unit
project can support point-scoring amenities that a 30-unit project cannot. Thus, a small community
that only needs 30 units will not be able to compete on points with larger communities that can
accommodate a 96-unit project. The larger size hurts rather than helps small communities (4).
Further comment suggests that the 76-unit cap be maintained until HTC funding is increased for rural
areas and there is greater utilization of At-Risk set-aside in rural areas. The comment also suggests
that the unit increase was a result of the 2005 Working Group’s original recommendation to utilize a
separate “Urban” and “Exurban” definition. Since the Department does not recognize the two as
separate, comment suggests that the Department use the 76 unit maximum from 2004 (9).
Department Response:
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The Department recommends the requested 76 unit maximum, rather than the drafted 96. Staff
recommends the following change:
(2) Rural Developments involving new construction will be limited to 76 Units. HPJ—&SS

Devel opments involving only rehab| li |tat| on do not have asize Ilmltatlon

849.6(f) - Site and Development Restrictions, Limitations on the Location of Developments —
(34,6)

Comment:

Comment suggests that the language of the 1-mile one year rule be clarified to indicate that Tax
Exempt Bond Developments (with 4% credits) already in the TDHCA inventory not be considered
when applying the 1-mile rule to 9% housing tax credit applications. Since the statutory language of
the Government Code does not apply to 4% transactions (except as specified in 2306.6703), 4%
projects should not eliminate 9% projects from competition as a result of the 1-mile rule. The
possibility of pending 4% projects that are on the lottery waiting list obtaining TDHCA Board
approval prior to a 9% project attaining priority slows the expensive 9% application process (34).
Further comment approves of the restriction not applying to Bond deals but requests clarification on
the way that Bond deals are exempted: “ (i) an awarded 9% deal will not prohibit a Bond deal within 1
linear mile during the same calendar year; and (ii) areserved Bond deal will not prohibit a subsequent
9% project within 1 linear mile during the same calendar year” (6).

Department Response:

The Department concurs with the comment that there is a need for additional clarifying language.
The following language is recommended to the end of the subsection:

(f) Limitations on the Location of Developments. Staff will only recommend, and
the Board may only allocate, housing tax credits from the Credit Ceiling to more than one
Development in the same calendar year if the Developments are, or will be, located more than
one linear mile apart as determined by the Department. If the Board forward commits credits
from the following year’s allocation of credits, the Development is considered to be in the
calendar year in which the Board votes, not in the year of the Credit Ceiling. This limitation
applies only to communities contained within counties with populations exceeding one
million (which for calendar year 2004-2005 are Harris, Dallas, Tarrant and Bexar Counties).
For purposes of this rule, any two sites not more than one linear mile apart are deemed to be
|n asingle communlty

§599€h} [(2306 6711]) ThIS eﬂrlctlon does not applv to the aIIocatlon of housu ng tax credlts

to Developments financed through the Tax Exempt Bond program, including the Tax Exempt
Bond Developments under review and existing Tax Exempt Bond Developments in the
Department’ s portfolio. [(2306.67021])

849.7(a) - Regional Allocation Formula, Set Aside and Redistribution of Credit —(9,42)
Comment:

Comment suggested that the last sentence be retained instead of deleted so it would read:
“Developments financed through TX-USDA-RHS's 538 Guaranteed Rural Rental Housing Program

Page 6 of 43



will not be considered under the TX-USDA-RHS Allocation but will be eligible under the Rural
Regional Allocation” The TX-USDA-RHS's 538 Guaranteed Multi-Family Rural Rental Housing
Program differs from USDA section 515 Direct Loan Program. The USDA Section 515 Program is
more highly leveraged with interest credit, rental assistance, etc., to serve below market tenants. The
Section 538 is more competitive with market rent for conventional properties that are likely to score
higher in stronger market areas for TDHCA-LIHTC utilization (9). Further comment states that
TDHCA does not set forth in the QAP the “Regional Allocation Formula® that it purports to use in
“distribut[ing] credits... to all urban/exurban areas and rural areas.” TDHCA states that this “formula
is based on the need for housing assistance and the availability of housing resources in those
urban/exurban areas and rural areas. Because the formulais not set forth in the QAP, those outside of
TDHCA cannot assess the impact of that formula on housing segregation. However, because the
proposal purports to be based on “need,” the commenter cautions TDHCA against defining need
narrowly — e.g., by neighborhood or municipality, rather than by region. Defining need in limited,
narrow geographic areas is likely to have the result of increasing segregation. Specificaly, if “need
for housing assistance” under TDHCA'’s formula correlates with high-poverty and/or
disproportionately minority neighborhoods, then allocating credits to narrowly-defined geographic
areas having such “need” — rather than alocating them on a regiona basis — will concentrate tax
credit housing in those areas, exacerbating segregation (42).

Department Response:

Because the Regional Allocation Formula is a need-based formula applied to many Department
programs and not only the QAP; it is not in the QAP. However, the formula utilized for this is
updated annually and released for public comment concurrently with the QAP. Additionally, through
the Regional Allocation Formula and the Affordable Housing Needs Score, the smallest area used in
identifying need is the city or municipality, not neighborhoods tracts. The purpose of the formulais
to support housing where it is needed. Therefore, the Department does not believe the formula
supports segregation.

The Department concurs with the recommendation that the last sentence be retained instead of
deleted so the section reads:

(a) Regional Allocation Formula. [(2306.111¢6}}) As required by 2306.111, Texas
Government Code, the Department uses a regional distribution formula developed by the
Department to distribute credits from the State Housing Credit Ceiling to all urban/exurban
areas and rural areas. The formula is based on the need for housing assistance, and the
availability of housing resources in those urban/exurban areas and rural areas, and the
Department uses the information contained in the Department’s annual state low income
housing plan and other appropriate data to develop the formula. This formula establishes
separate targeted tax credit amounts for rural areas and urban/exurban areas within each of the
Uniform State Service Regions. Each Uniform State Service Region’s targeted tax credit
amount will be published ir-theFexas—Register—and on the Department’s web site. The
regional alocation for rural areas is referred to as the Rural Regional Allocation and the
regional alocation for urban/exurban areas is referred to as the Urban/Exurban Regional
Allocation. Developments qualifying for the Rural Regional Allocation must meet the Rural
Development definition or be located in a Prison Community. Approximately 5% of each
region’s allocation for each calendar year shall be alocated to Developments which are
financed through TX-USDA-RHS and that meet the definition of a Rural Development and do
not exceed 76 Units if new construction. These Developments will be attributed to the Rural
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Regional Allocation in each region where they are located. Developments financed through
TX-USDA-RHS's 538 Guaranteed Rural Rental Housing Program will not be considered
under this set-aside._ Commitments of 2005 Housing Tax Credits issued by the Board in 2004
will be applied to each Set-Aside, Rura Regiona Allocation, Urban/Exurban Regional
Allocation and TX-USDA-RHS Allocation for the 2005 Application Round as appropriate.

849.7(b)(2) - Regional Allocation Formula, Set Aside and Redistribution of Credit — (37, 41)
Comment:

Comment commended TDHCA for its visionary thinking and proactive approach to preserving at-
risk developments in the State of Texas existing affordable housing stock. The proposed QAP's
15% At-Risk Development set-aside clearly demonstrates the Department’s commitment to retaining
the affordability of housing already serving low- to moderate-income renters within its jurisdiction
(37). Further comment suggested increasing the At-Risk Development set-aside in order to help
preserve and improve Texas' large stock of project-based Section 8 properties (41).

Department Response:

The Department does not recommend change. While the Department continues to promote
rehabilitation with the addition of increased points items, the At-Risk Set-Aside in many regions last
year was not over subscribed. Additionally, the At-Risk Developments are not the only rehabilitation
Developments that are done each year.

849.8(c) — Pre-Application Evaluation Process— (6)

Comment:

Comment notes that the section appears to state that applicants will not be notified of Pre-Application
deficiencies and questions whether the only penalty for not meeting threshold criteria will be zero
pre-application points (6).

Department Response:

While the Department believes the current language is sufficient, staff would like to note that,
although the Department’s review is limited in the pre-application stage, Applicants will be notified
of all pre-application deficiencies that are identified.

849.9(d)(3)(B) — Pre-Application Threshold Criteria and Review Notification - (42, 20)
Comment:

Comment suggests that the QAP s extensive provisions regarding notice to local government entities
and other groups, combined with the scoring portions of the QAP which allocate points based on
local approval, place an onerous burden on applicants (42). Comment made at the San Antonio
Consolidated Hearing urges that notification go to the Planning Department directly to meet this
requirement (20).

Department Response:

While staff is aware that the notification can be time consuming for applicants, the notifications are
required under 2306.6704, Texas Government Code. The Department does not recommend a
language change to this section regarding notification to the planning department to meet this
requirement. In many communities, there is no planning department or the planning department does
not keep the neighborhood organization list. Although the Department appreciates that in San
Antonio there is such a department that may keep this particular list, the language drafted is required
to meet the needs of all communitiesin Texas for this requirement.
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849.9(d)(3)(B)(i) — Pre-Application Threshold Criteria and Review Notification - (1)(34)
Comment:
Comment requests clarification regarding inquiry needing only to be made to the council members of
adistrict in which the project is based when a municipality (such as Houston) has both district-based
and at-large council members (34). Additional comment recommends reinstating the zip code
requirements from the 2004 QAP. The provider of the reply letter will not have the data on whether
the organization isin the boundary of the neighborhood and thus will give the entire city list which in
Houston is over 1,000 organizations. Even though one can give an explanation on each organization
as to why the proposed development is not within its boundaries, it would be extremely burdensome,
if not nearly impossible, to prove why each such organization would not be included (1).
Department Response:
The Department concurs that clarification is needed for cities such as Houston that has both district-
based and at-large council members. Staff aso concurs with comment that recommends the re-
instatement of the zip code limitation from 2004. The Department recommends the following for this
section (staff notes that these revisions are made as noted below as well as in the section for full
application):
(i) Notification to Local Elected Officials for Neighborhood Organization Input.
Evidence must be provided that aletter requesting information on neighborhood organizations
on record with the state or county in which the Development is to be located and whose
boundaries contain the proposed Development site and meeting the requirements of “Local
Elected Official Notification” as outlined in the Application was sent no later than January 15,
2005 to the local elected official for the city or if located outside of a city, then the county
where the Development is proposed to be located. If the Development is located in a
jurisdiction that has district based local elected officials, or both at-large and district based
local elected officials, the notification must be made to the city council member or county
commissioner representing that district; if the Development islocated in a jurisdiction that has
only at-large local elected officials, the notification must be made to the mayor or county
judge for the jurisdiction. A copy of the reply letter or other official third-party documentation
from the local elected official must be provided. For urban/exurban areas, entities identified
in _the letter from the local elected official whose boundaries include the proposed
Development whose listed address has the same zip code as the zip code for the Devel opment
must be provided with written notification, and evidence of that notification must be provided.
If any other zip codes exist within a half mile of the Development site, then all entities
identified in the letters with those adjacent zip codes must also be provided with written
notification, and evidence of that notification must be provided. For rural areas, all entities
identified in the letters whose listed address is within a half mile of the Development site must
be provided with written notification, and evidence of that notification must be provided. |f
the Applicant can provide evidence that the proposed Development is not located within the
boundaries of an entity on alist from the local elected officials, then such evidencein lieu of
notification may be acceptable. If no reply letter is received from the local e€lected officials by
February 25, 2005, (or For Tax Exempt Bond Developments or Applications not applying for
Tax Credits, but applying only for other Multifamily Programs such as HOME, Housing Trust
Fund, etc., by 7 days prior to the submission of the Application) then the Applicant must
submit a statement attesting to that fact. If an Applicant has knowledge of any neighborhood
organizations on record with the state or county in which the Development is to be located
and whose boundaries contain the proposed Development site, the Applicant must notify
those organizations. The Applicant must also certify that any organizations in aresponse | etter
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that are not notified do not contain the proposed Development site within their boundaries. In
the event that local elected officials refer the Applicant to another source, the Applicant must
also notify that source and request the same information. If the Applicant has no knowledge
of neighborhood organizations within whose boundaries the Development is proposed to be
located, the Applicant must attest to that fact in the format provided by the Department as part
of the Application.

849.8(d)(3)(B)(iv) - Pre-Application: Threshold Criteria and Review Notification — (6)
Comment:
Comment requests clarification on whether the notice should go to the City Manager or the Mayor in
the instance that a city has both positions (6).
Department Response:
The Department concurs that clarification is needed and that the language should require the
notification be sent to the Mayor. Staff recommends the following language:

(iv) Mayor of any municipality containing the Development;

849.9(b) - Application: Communication with Department Employees — (20)

Comment:

Comment suggests that the parameters of the law be followed exactly and asserts that the Board did
not mean to prevent communication regarding technical and policy clarifications when approving this
language (20).

Department Response:

Staff does not recommend change to this section. This section has aready been revised consistent
with legidation and allows for more communication with senior Department staff than the 2004 QAP
allowed.

849.9(d)(1) - Application: Evaluation Process— (20)

Comment:

Comment suggests that the language be changed to read “ ... Administrative deficiencies will be
issued to the Applicant” instead of “...may beissued” (20).

Department Response:

Staff does not recommend a change to this section. Not all Applicants will be issued a deficiency.
Some deficiencies are too fundamental to permit correction. Therefore, the use of “may” is more

appropriate.

§849.9(d)(4) - Application: Evaluation Process— (1)

Comment:

Comment suggests that there needs to be a means to notify the Department if someone is on vacation
so adeficiency does not arrive during the vacation period. A reasonable delay period would be two
weeks as the single week is not enough. Since the review period islengthy, no one should be hostage
to the application round (1).

Department Response:

Staff does not recommend a change to this section. The current language which alows a 10 day
deficiency period is sufficient time for an applicant to be notified of a deficiency and respond. In the
application workshops staff encourages applicants to provide a phone and fax number that will be
checked regularly to avoid this type of problem.
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849.9(d)(5) - Application: Evaluation Process—(12), (25)
Comment:
Comment suggests that the Non-profit Set-aside not be applied statewide and first, but instead be
applied after regional allocation occurs based on points only. Only if the 10% non-profit set aside
has not been met, will staff then allocate the next highest scoring non-profit application until the set
aside is reached. According to the commenter, under the 2004 QAP, which is unchanged in 2005,
approximately 22% of the State Credit Ceiling was allocated to Nonprofit Developments in 2004.
Therefore, the current system of giving 10% of the Credits to Nonprofit Developments off the top
gives Nonprofit Developments an unfair advantage compared to For-profit Developments and the
statewide allocation off the top should be eliminated.
Instead, the language should let the Nonprofit Developments compete with the other Applicants.
Once the approved application list is finalized at the July Board Meeting (but before the adoption
vote), the Department should determine if the successful Applications meet the requirement that 10%
of the Credit Celling be allocated to Nonprofit Developments. |If the requirement is not met, move up
the next-highest scoring Nonprofit Development not otherwise funded, regardless of region, and
displace the lowest scoring For-profit Development in that region. Repeat the process until the 10%
requirement has been met. In thisway, all Applicants will have the same chance for success. Based
upon the fact that 22% of the Credits in 2004 were awarded to Nonprofit Developments, it stands to
reason that at least 12% of the winning Applications would have been Nonprofit Devel opments even
without taking 10% of the Credits off the top (12)(25).
Department Response:
The Department concurs with the argument made in comment and recommends change in the
language of the QAP that allows the Nonprofit Developments to compete regionally, rather than
statewide. If the 10% set-aside is not met after a regional ranking of priority, then priority would be
given to the next highest scoring Nonprofit Development. It should be noted, however, that the
review of whether the 10% Nonprofit Set-Aside is being met will occur periodically during the
application review process, and not only in July. Staff recommends the following language:
(5)4)-Subsequent Evaluation of Prioritized Applications. After—the-Apphecation—is

scored—under—the—Selection—Criteria—tThe Department will assign, as herein described,
Developments for review for financial feasibility by the Department’s Real Estate Analysis

Division — in general these will be those applications identified as “priority”. This
prioritization order will also be used in making recommendations to the Board. Assignments
WI|| be determi ned by first selectl ng the Applications wﬂh—the#ghest—seeram—the—Nenprem

A A with the highest scores
in the At RISk Set Asde and TX USDA RHS AllocatlonSet-Asd&s within each Uniform
State Service Region. Remaining funds within each Uniform State Service Region will then
be selected based on the highest scoring Developments, regardless of Set-Aside, in
accordance with the requirements under 8506:49.7(a) of this title for a Rural Regional
Allocation and Urban/Exurban Regional Allocation. After this priority review has occurred,
staff will review priority applications to ensure that at least 10% of the priority applications
are qualified Nonprofits to satisfy the Nonprofit Set-Aside. If 10% is not met, then the
Department will add the highest Qualified Nonprofits statewide until the 10% Nonprofit Set-
Asideis met. Selection for each of the Set-Asides will take precedence over selection for the
Rural Regional Allocation and Urban/Exurban Regional Allocation. Funds for the Rural
Regional Allocation or Urban/Exurban Regional Allocation within a region, for which there
are no €ligible feasible applications, will be redistributed as provided in 849.7(c)
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s . If the Department determ| nes
that an aIIocatl on recommendat|on Would cause aV|oIat|on of the $2 million limit described in
§850.49.6(d) of this title, the Department will make its recommendation by selecting the
Development(s) that most effectively satisfies(y) the Department’s goals in meeting set-aside
and regional alocation goals. Based on Application rankings, the Department shall continue
to underwrite Applications until the Department has processed enough Applications satisfying
the Department’s underwriting criteria to enable the allocation of all available housing tax
credits according to regiona alocation goals and Set-Aside categories. To enable the Board
to establish a Waiting List, the Department shall underwrite as many additional Applications
as necessary to ensure that all available housing tax credits are allocated within the period
required by law. }(2306.6710(a), (b) and (d); 2306.111})

849.9(e)(1) - Application: Pre-Certification and Acknowledgement Procedures—(1,22)
Comment:

Comment approves of the experience requirement for devel opers and appreciates the fact that
someone on the devel opment team must qualify for an experience certificate. The language should
be changed, however, to state that if a developer is aready qualified and has an experience certificate
that meets this year’ s QAP standards then the devel oper does not need to reapply (22). Further
comment suggests that the Department develop a database to help those with experience to avoid the
additional paperwork requirement each year (1).

Department Response:

The Staff does not recommend a change to this section as the comments are of an administrative
nature and no change in language is necessary to implement a change. The Department will establish
atracking system for experience to reduce paperwork and repetition of experience submission.

849.9(e)(3) - Application: Required Pre-Certification and Acknowledgement Procedures - (1)
Comment:

Comment recommends a ten-year time limit for requiring the Previous Participation and Background
Certification form for prior involvement in the ownership of the property believing it to be a waste of
time for property owned in the more distant past.

Department Response:

It should be noted that the Department does review the entire compliance history disclosed on the
Compliance History Forms. The Department currently does not review compliance history after the
ownership has ended. Listing all Developments is necessary to ensure an accurate reflection of all
previous participation of affordable housing in Texas. Staff does not recommend a change to the
language, but will research the idea further for 2006.

849.9(f)(4)(A) - Threshold Criteria - Certifications— (7,11)

Comment:

Comment suggests specific language relating to threshold amenity features to make scattered site
applications more competitive. This will make it possible to do smaller scattered site applications,
which alow for more dispersion of housing within a single community or within contiguous rural
counties. A small complex of 8 to 12 units smply is not able to support a laundry room or
playground, nor is it always an appropriate amenity for an infill property in an established
neighborhood (7). Further comment suggests that the use of the term “points’ in this section is
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confusing, possibly implying a relationship with selection criteria and requires revision and
clarification (11).
Department Response:
The Department concurs with all comments in this section and recommends the following language
for this section:
(A) A certification of the basic amenities selected for the Development. All
Developments, must meet at least the minimum threshold of points. These points are not

assomated W|th the selectlon crlterla |00| nts in this t|tIe IheAppHeant—must—eemiy—that—they

§59—9(g}€79(—D)—The amenities selected must be made avai IabIe for the beneflt of aII tenants.
If fees in addition to rent are charged for amenities reserved for an individual tenant's use,
then the amenlty may not be |ncI uded among those prowded to complete this exh| bit. Any

Developments must prowde a minimum number of common amenltles in relatlon to the

Development size being proposed. The amenities selected must be selected from clause (ii) of
this subparagraph and made available for the benefit of al tenants. Developments proposing
rehabilitation or proposing Single Room Occupancy will receive double points for each item.
Applications for scattered site housing, including new construction, rehabilitation, and single-
family design, will have the threshold test applied based on the number of Units per
individual site. Any future changes in these amenities, or substitution of these amenities,
must be approved by the Department in accordance with 849.17(c) of thistitle and may result
in a decrease in awarded credits if the substitution or change includes a decrease in cost, or in
the cancellation of a Commitment Notice or Carryover Allocation if all of the Common
Amenities claimed are no longer met.

849.9(f)(4)(A)(i) - Threshold Criteria - Certifications— (7)
Comment:
Comment suggests that new categories be added to state: “Total units are less than 13, O points are
required to meet threshold for rehabilitation and 1 point is required for new construction; total units
are between 13 and 24, 1 point is required to meet threshold; total units are between 25 and 40, 3
points are required to meet threshold”. Support for the comments is in the comment previous to this
section (7).
Department Response:
The Department concurs with the suggested language and recommends the addition to this section as
follows:
(i) Applications must meet a minimum threshold of points (based on the total
number of Unitsin the Development) as follows:
() Total Units are less than 13, 0 points are required to meet Threshold for
rehabilitation and 1 point is required for new construction;
(1) Total Units are between 13 and 24, 1 point is required to meet Threshold:;
(1) Total Units are between 25 and 40, 3 points are required to meet
Threshold:;
(IV) Total Units are between 40 and 76, 6 points are required to meet
Threshold;
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(V) Total Units are between 77 and 99, 9 points are required to meet

Threshold;

(V1) Total Units are between 100 and 149, 12 points are required to meet
Threshold;

(VI11) Tota Units are between 150 and 199, 15 points are required to meet
Threshold;

(VII11) Total Units are more than 200, 18 points are required to meet Threshold.

849.9(f)(4)(B)(iii) - Threshold Criteria— Amenities (Dishwashers) — (12)

Comment:

Comment suggests that the required dishwasher amenity be excluded for elderly rehabilitation
developments since they are more likely to be 1-bedroom units with small existing kitchens and
should be encouraged, not penalized (12).

Department Response:

Staff does not recommend a change to this section. All populations, regardless of age or
rehabilitation of property, value dishwashers as an amenity.

849.9(f)(4)(B)(i) - Threshold Criteria- Amenities (Networ ks)— (8,9,20,40)
Comment:
Comment suggests that the new requirement for certification for 3 networks (cable, phone and DSL)
only be required for new construction due to the extra cost ($1,200 for a 1-bedroom unit, $1,450 for a
2-bedroom unit and $1,700 for a 3-bedroom unit) in older buildings (9). Further comment stated that
in rehabilitated buildings, the installation of required wiring would necessitate many holes in walls
and possible additional abatement. In the past, requirements were made as to where devices had to be
located but that is apparently no longer the case. Most providers use a daisy chain design and the
central location is often off-site. Clarification is needed for situations that arise when the developer
installs the required wiring but local providers only provide lower levels of service (8). Other
comment suggests that there is no need for another data line (20). Another comment commends
TDHCA for this section as it provides residences with high-speed Internet access at lower costs, as
opposed to the 2004 QAP (40).
Department Response:
Staff does not recommend changed language regarding the central location network because it allows
the Applicant to create a system that is best for the specific Development. Staff does recommend the
change that would require this item only for new construction. Staff recommends the following
language:
(i) All New Construction Units must be built with three networks: One network
installed for phone using CAT5e or better wiring; a second network for data installed using
CAT5e or better wiring, networked from the Unit back to a central location; and a third

network for TV services using COAX cable. Computer—tne/phonefack—avaHable—n—-alt
bedrooms (only one phone line needed);

849.9(f)(4)(B)(iii) - Threshold Criteria— Amenities (Disposals)— (22)

Comment:

Comment requested that garbage disposal be removed from the list of required amenities due to the
high maintenance cost (22).

Department Response:
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The Department does not recommend this change because it values this item as an amenity for
tenants.

849.9(f)(4)(B)(viii) - Threshold Criteria— Amenities— (8)
Comment:
Comment notes that the requirement that the “design be in accordance with International Building
Code” does not seem to be an amenity. Also, it seems to be in conflict with §49.9(f)(4)(c) which
requires that the development adhere to local building codes or if no local building codes are in place
to the most recent version of the International Building Code.
Department Response:
The Department concurs with comment and recommends the deletion of this clause. Staff
recommends the following change to this section:

(vi) Exhaust/vent fans in bathrooms; and

—and

849.9(f)(4)(C) - Threshold Criteria - Amenities— (7)

Comment:

Comment suggests that there may be an increase in costs for small developments because of the 2003
International Building Codes.

Department Response:

All Developments should adhere to the most current International Building Code.

849.9(f)(4)(F) - Threshold Criteria— Certifications for 504 —(37,29,12,8)

Comment:

Comment suggests that the requirement to add an extra bedroom may render the preservation of
properties financially unfeasible or unaffordable to current residents. It is suggested that the
Department establish afinancial and physical infeasibility exception to any ADA requirements it may
have that would be applicable to At-Risk developments as defined in the proposed QAP.
Additionally or alternatively, TDHCA could modify its requirements for those properties whose
existing design features are substantially consonant with the Department's modern ADA
expectations. For example, a property that includes townhouse units as well as bungalows/flats could
be allowed to count those units towards the ADA requirement (37). Additional comment requests
clarification of the phrase “for all developments,” wondering whether additional requirements in
excess of 504 are implied and whether all developments include rehabilitations. It would seem as
though there are three categories of developments. new construction, aterations, and rehabilitations
(8). Further comment suggests that the standard of 5% accessible units is inadequate for current and
future populations, partly due to the Baby Boomers and partly due to the fact that people would
prefer to age in place (29). More comment recommends that the QAP not exceed the Section 504
accessibility standards or any state statute for rehabilitation projects that do not propose structural
aterations. This is because Section 504 accessibility standards are established by federal law and
corresponding regulations in the case of new construction or alteration of existing property. By
definition, “alteration” requires a change in structural elements or means of egress and does not
include “normal maintenance, repair, re-roofing, interior decoration or changes to mechanical or
electrical systems.” If the rehabilitation plan for an existing property does not constitute “alteration,”
the development would not be subject to Section 504 requirements (12).

Department Response:
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The Department concurs that preservation and rehabilitation of existing housing should be

encouraged, and should not have undue requirements applied to it; however, the Department is

obligated under Sections 2306.6722 and 2306.6730, Texas Government Code to ensure that "any

Development supported with a housing tax credit alocation shall comply with the accessibility

standards that are required under Section 504, Rehabilitation Act of 1973 (29 U.S.C. Section 794),

and specified under 24 C.F.R. Part 8, Subpart C." Therefore, staff is recommending revisions to this

section of the QAP that clarify the Department's policy on this issue. The language does reflect,

however, that the Department is involved in that determination as further described in the QAP
language below.

(F) Pursuant to 82306.6722, any Development supported with a housing tax credit

alocation shall comply with the accessibility standards that are required under Section 504,

Rehabilitation Act of 1973 (29 U.S.C. Section 794), and specified under 24 C.F.R. Part 8,

Subpart C. The Applicant must provide a certification that the Development will comply with

the accessibility standards that are required under Section 504, Rehabilitation Act of 1973 (29

U.S.C. Section 794), and specified under 24 C.F.R. Part 8, Subpart C, and this subparagraph.

This includes that for al new construction Developments, a minimum of five percent of the

total dwelling Units or at least one Unit, whichever is greater, shall be made accessible for

individuals with mobility impairments. A Unit that is on an accessible route and is adaptable

and otherwise compliant with sections 3-8 of the Uniform Federal Accessibility Standards

(UFAYS), shall be deemed to meet this requirement. An additional two percent of the total

dwelling Units, or at least one Unit, whichever is greater, shall be accessible for individuals

with hearing or vision impairments. Additionally, in Developments involving new

construction where some Units are two-stories and are normally exempt from Fair Housing

accessibility requirements, a minimum of 20% of each Unit type (i.e. one bedroom, two

bedroom, three bedroom) must provide an accessible entry level in compliance with the Fair

Housing Guidelines, and include a minimum of one bedroom and one bathroom or powder

room at the entry level. For Developments involving rehabilitation, the Applicant’s architect

must determine if, consistent with 24 C.F.R. 8§ 8.23(a) concerning “ Substantial alteration,” the

Development is required to adhere to 24 C.F.R. § 8.22 concerning new construction. If the

Applicant’s architect determines that the Development’s rehabilitation will involve “Other

aterations,” within the meaning of 24 C.F.R. 88.23(b), the Applicant must provide the

Department with a written explanation of why the Development does not come within 24

C.F.R. 88.23(a) on “Substantial alteration.” Further, if the Applicant’'s architect determines

that the rehabilitation is not “Substantial alteration” the Applicant must provide the

Department with documentation of costs (consistent with paragraph (6) of this section) under

two scenarios: one in which a minimum of five percent of the total dwelling Units or at least

one Unit, whichever is greater, shall be made accessible for individuals with mobility

impairments and an additional two percent of the total dwelling Units, or at least one Unit,

whichever is greater, shall be made accessible for individuals with hearing or vision

impairments; and one which does not provide this level of rehabilitation. The Department will

determine if thislevel of rehabilitation places an undue financial burden on the Applicant. No

such burden shall exist if, after including the costs of rehabilitation, the Department finds the

development to be financially feasible under established rules. If the Department determines

that this level of rehabilitation does not place an undue financial burden on the Applicant, the

Applicant will be required to provide these Units. At the time the 10% Test Documentation is

submitted, eenstruction—oan—elosing; a certification from an accredited architect or

Department-approved third party accessibility specialist, will be required stating that the
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Development was designed in conformance with these standards and that al features have
been or will be installed to make the Unit accessible for individuals with mobility
impairments ander individuals with hearing or vision impairments. A similar certification will
also be required after the Development is completed. Any Developments designed as single
family structures must also satisfy the requirements of 2306.514, Texas Government Code.
F(2306.6722 and 2306.6730})

849.9(f)(4)(G) - Threshold Criteria— Energy Certifications — (8,21)
Comment:
Comment points out the contradiction between the requirement for air conditioners and language on
pages 36 and 37 that alows evaporative coolers (8). Further comment suggests retaining certain
clauses, specifically (ii) which requires high heating and cooling efficiencies, the section of (iv)
which pertains to 1.5 gallon/minute faucet aerators (since 2.5 gallon/minute is allowed by law), and
(v) which addresses ceiling fan installation and is not covered by the 2003 International Energy
Conservation Code (21).
Department Response:
Staff does not recommend changes to section (ii), (iv) and (v) as suggested above. Over the years
there has been discussion requesting the Department to change this section. However, the
Department is not an “energy conservation” specialist. Therefore, staff believesit is most prudent to
defer to the 2003 IECC as arule. However, staff does agree the current draft contradicts itself when
disallowing evaporative coolersin this section. Therefore, staff recommends that evaporative coolers
be added to this section. Staff recommends the following language:
(G) A certification that the Development WI|| adhere to the 20032000 Internatlonal
Energy Conservation Code (IECC) a -
Deviees in the construction of each tax credit Unlt unless hlstorlc preservatlon codes permlt
otherW|se for a Development mvolvmq hlstorlc preservatlon newrthstandmg—IWﬁpmum

sabparag#aph AII Unlts must be air- condltloned or ut|I|ze evaporatlve coolers. The measures

must be certified by the Development architect as being included in the design of each tax
credit Unit prier—te at the time the 10% Test Documentation is submitted—€lesig—ofthe
eonstructiontoan-and in actual construction upon Cost Certification. {(2306.6725(b)})

849.9(f)(6)(E) - Threshold Criteria - Certifications, Property Conditions Assessment - (39)
Comment:

Comment supports provisions in the QAP that provide for cost and physical condition assessments
and monitoring of Section 504 units as provided by state statute (39).

Department Response:

Staff concurs and recommends no change.

849.9(f)(6)(G) - Threshold Criteria - Certifications, Site Work Cost Breakdown - (25)

Comment:

Comment suggests raising the $7,500 work site limit to $12,500 due to the fact that with sites
needing more work and average density decreasing, costs per unit are rising (25).

Department Response:

Staff is opposed to raising this safe harbor limit further as $7,500 per unit is intended to account for
more than the average site work cost. Anything over that amount is acceptable as long as
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substantiation from engineering is provided. Relatively few deals exceed this guideline which has
been incrementally raised over the last few years (roughly 50% over four years). We have no
evidence to support that site work costs have risen an additional 66% across the board in the last
year. Staff does not recommend a change.

849.9(f)(7)(B) - Threshold Criteria - Certifications, Evidence of Zoning — (25,26,42)

Comment:

Comment notes that the provision calls for the submission of one letter from a city/county official
stating that there is no zoning ordinance and that the proposed project is consistent with a local
consolidated plan. In the example given, a city has no zoning ordinance so the zoning letter comes
from one department while the Consolidated Plan letter comes from another. It is suggested that the
TDHCA should make it clear that the required information can be contained in more that one letter
(26). Additiona comment suggests that such rigid and broad notice requirements are unwarranted
under the statutes governing the QAP and that such provisions, regardless of intent, will serve to
limit, restrict and discourage the development of properties outside of areas with disproportionate
concentrations of minorities and poverty instead of promoting integration (42). Further comment
suggests that all application items (including zoning, evidence of federal, state or local funding, etc.)
that were moved back to the date of the Commitment Notice should be moved forward to April 15,
2005 to prevent developments that receive an award at the July Board meeting from dropping out at
Commitment Notice time. Staff would drop down to the next unfunded deal in that region but by the
time the Board approves new awards in September, the commenter is concerned that some deals
would have lost site control (25).

Department Response:

§2306.6705 requires the zoning letter and specific notices of the filing at the time of application.
Therefore, staff does not recommend a change. Staff does not recommend a change to the deadline
for zoning; the Department believes it is appropriate to allow more time to meet this requirement.
Staff does recommend clarification that two separate documents may be used to satisfy this section.
Staff recommends the following language:

(B) Evidence from the appropriate local municipal authority that satisfies one of
clauses (i) through (iii) of this subparagraph. Documentation may be from more than one
department of the municipal authority and must have been prepared and executed not more
than 6 months prior to the close of the Application Acceptance Period. {(2306.6705(a)(5)})

849.9(f)(7)(C)(iii) - Threshold Criteria— Certifications, Evidence of Funding — (20,25)
Comment:

Comment recommends that there be greater communication between the state and local
municipalities in all sections that deal with local participation and leveraging, citing instances in
which the developers have used the state to leverage city funds outside the normal local process.
This rushes the local communities and prevents the opportunity to conduct due diligence (20).
Additional comment suggests that all application items (including evidence of federal, state or local
funding, etc.) that were moved back to the date of the Commitment Notice should be moved forward
to April 15, 2005. Thisis to prevent developments that receive an award at the July Board meeting
from dropping out at the time of the Commitment Notice. Staff would drop down to the next
unfunded deal in that region but by the time the Board approves new awards in September, the
comment is concerned that some applicants would have |ost site control (25).

Department Response:
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The Department strives to work with local officials when necessary for financial review and by
allowing the deadline for financing to be at commitment, it better accommodates local funding
cycles. Staff does not recommend changes to this section.

849.9(f)(8)(A) - Threshold Criteria— Evidence of Notifications— (42,26,12,5)

Comment:

Comment suggested that TDHCA should require re-notification only in the event that an increase of
greater than 15% in the number of units or a change in the type of tenants served is contemplated
since unit reduction is never met with disfavor and applicants should be spared the administrative
costs of new notices (26). Another comment proposes to require the Department to properly fulfill its
pre-application notification responsibilities (as per §2306.1114 TX Government Code) and allow
applicants to fulfill their Pre-Application notification responsibilities (as per §2306.6704) in their
own manner consistent with their own marketing modes. The reasoning behind this comment is that
the Department is statutorily responsible for relaying relevant facts about a development to the
affected community and its officials. The Department is in the best position to accurately interpret
the applications and relay the proper information to those notified and applicants should not be held
accountable or penalized for items that are solely the Department’s responsibility (12). Additional
comment requests clarification as to whether one still has to notify county clerks or whether it is now
sufficient to notify the city council or county commissioner for the district if the property islocated in
a single member district and the mayor or county judge if they are elected at large (5). Additional
comment suggests that such rigid and broad notice requirements are unwarranted under the statutes
governing the QAP and that such provisions, regardless of intent, will serve to limit, restrict and
discourage the development of properties outside of areas with disproportionate concentrations of
minorities and poverty instead of promoting integration (42).

Department Response:

The current draft of the QAP follows legidative requirements which include both the Department
making required notifications as well as the applicants making required notifications. Extensive
notifications are required by §82306.1114, 2306.6704 and 2306.6705. No change is recommended.
Staff does concur with the comment that suggests that only in the event that the unit total increases
does an applicant need to re-notify. Staff also notes that this may occur at any time during pre-
application or application review. Staff recommends the following language for this section:

(AB) Evidence of notification meeting the requirements identified in clause (i) of this
subparagraph to all of the individuals and entities identified in clause (ii) of this subparagraph.
Evidence of such notifications shall include a copy of the exact letter and other materials that
were sent to the individual or entity, a sworn affidavit stating that they made all required
notifications prior to the deadlines and a copy of the entire mailing list (which includes the

names and addresses) of al of the reci plents and—ppeet—ef—dewepy—l-ntheﬂtelcmef—a—sugned

Proof of notlflcatlon must not be ol der than three monthsfrom the flrst day of the Appllcatlon
Acceptance Period.[(2306.6704]) If evidence of these notifications was submitted with the
Pre-Application Threshold for the same Application and satisfied the Department’s review of
Pre-Application Threshold, then no additional notification is required at Application, except:
that re-notification is required by tax credit Applicants who have submitted a change in the
Application, whether from Pre-Application to Application or as a result of a deficiency that
reflects a total Unit increase of greater than 10%, an increase of greater than 10% for any
given level of AMGI, or a change to the population being served (elderly, family or
trangitional).  For Applications submitted for Tax Exempt Bond Developments or
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Applications not applying for Tax Credits, but applying only under other Multifamily
Programs (HOME, Housing Trust Fund, etc.), notification and proof thereof must not be older
than 30 days prior to the date the Application is submitted.

849.9(f)(8)(A)(ii) - Threshold Criteria— Evidence of Notifications—(1,6,20,34)

Comment:

Comment was received on 849.9(d)(3)(B)(i) which requests clarification regarding inquiry needing
only to be made to the council members of a district in which the project is based when a
municipality (such as Houston) has both district-based and at-large council members (34).
Additional comment recommends reinstating the zip code limitation from the 2004 QAP. The
provider of the reply letter will not have the data on whether the organization is in the boundary of
the neighborhood and thus will give the entire city list which in Houston is over 1,000 organizations.
Even though one can give an explanation on each organization as to why the proposed devel opment
is not within its boundaries, it would be extremely burdensome, if not nearly impossible, to prove
why each such organization would not be included (1). Comment also requests clarification on
whether the notice should go to the City Manager or the Mayor in the instance that a city has both
positions (6). These comments are also pertinent to this section Other comment suggests that
clarification be made as to what type of certification be made that a development is not within the
boundaries of aneighborhood organization (20).

Department Response:
Comment for 849.9(d)(3)(B)(i) should aso be considered for this section because the language is
mirrored. Staff does not agree that there needs to be further clarification regarding certifications in
the QAP. A general statement that indicates compliance with this section and an applicant signature
will suffice. The Department concurs that clarification is needed for cities such as which has both
district-based and at-large council members. Staff also concurs with comment that recommends the
re-instatement of the zip code requirements from 2004. The Department concurs that clarification is
needed and that the language should require the notification be sent to the Mayor. The Department
recommends the following for this section:

(I) Notlflcatlon to Local Elected OfflClaIsfor Neighborhood Organization Input. City
- Al —Evidence must be provided that a letter
request| ng mformatlon on nei ghborhood organlzatlons on record with the state or county in
which the Development is to be located and whose boundaries contain the proposed
Development site and meeting the requirements of “L ocal Elected Official Glerk-Notification”
as outlined in the Application was sent no later than January 15, 2004-2005 to the local
elected official eity-elerk-and-county-¢lerk for the city or if located outside of a city, then the
and county where the Development is proposed to be located. If the Development islocated in
ajurisdiction that has district based local elected officials, or both at-large and district based
local elected officials, the notification must be made to the city council member or county
commissioner representing that district; if the Development is located in ajurisdiction that has
only at-large local elected officials, the notification must be made to the mayor or county
judge for the jurisdiction. A copy of the reply letter or other official third-party
documentation from the local elected official eHy—and-county—elerks must be provided. For
urban/exurban areas, entities identified in the letters from the local elected official whose
boundaries include the proposed Development city and esunty-clerks whose listed address has
the same zip code as the zip code for the Development must be provided with written
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notification, and evidence of that notification must be provided. If any other zip codes exist
within a half mile of the Development site, then all entities identified in the letters from-the
city—and-county—clerks with those adjacent zip codes must also be provided with written
notification, and evidence of that notification must be provided. For rura areas, al entities
identified in the letters-from-the-city-and-county-clerks whose listed address is within a half
mile of the Development site must be provided with written notification, and evidence of that
notification must be provided. If the Applicant can provide evidence that the proposed
Development is not located within the boundaries of an entity on alist from the local elected
officials-elerk{s)}, then such evidence in lieu of notification may be acceptable. If no reply
letter is received from the local elected officials eity-orecounty-clerk by February 25, 20054,
(or For Tax Exempt Bond Developments or Applications not applying for Tax Credits, but
applying only for other Multifamily Programs such as HOME, Housing Trust Fund, etc., by 7
days prior to the submission of the Application) then the Applicant must submit a statement
attesting to that fact. If an Applicant has knowledge of any neighborhood organizations on
record with the state or county in which the Development is to be located and whose
boundaries contain the proposed Development site, the Applicant must notify those
organizations. The Applicant must also certify that any organizations in a response letter that
are not notified do not contain the proposed Development site within their boundaries. In the
event that local elected officials refer the Applicant to another source, the Applicant must also
notify that source and request the same information. If the Applicant has no knowledge of
neighborhood organizations within whose boundaries the Development is proposed to be
located, the Applicant must attest to that fact in the format provided by the Department as part
of the Application.
(I1) Superintendent of the school district containing the Devel opment;
(111) Presiding officer of the board of trustees of the school district containing
the Devel opment;
(IV) Mayor Presiding—officer—of the governing body of any municipality
containing the Devel opment;
(V) All elected members of the governing body of any municipality containing
the Devel opment;
(VI) Presiding officer of the governing body of the county containing the
Development;
(V1) All elected members of the governing body of the county containing the
Development;
(VI1I) State senator of the district containing the Development; and
(IX) State representative of the district containing the Development.

849.9(f)(14)(B) — Threshold Criteria—Market Analysis— (42)

Comment:

Comment suggests that TDHCA should require a market study of proposed projects under 849.8(c)
(Pre-Application Evaluation Process) that includes racial/ethnic demographics of the market area and
the census tract in which the project islocated, as well as the projected demographics of the proposed

Department Response:

The purpose of a Market Study is to determine the income eligible demand and market rents for a
specific development. Adding arequirement to provide racial and ethnic demographics would place
an undue burden on the Market Analysts and increase the cost of Market Studies. Also, the
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information is currently being collected in the annual Fair Housing Sponsor Report. Staff does not
recommend a change.

849.9(g) - Selection Criteria— General (Mixed Income) —(12)

Comment:

One comment suggests that Mixed Income developments comprised of both market rate units and
qualified tax credit units be awarded points with a unit based applicable fraction that is no greater
than 85% (7 points); or 90% (5 points); or 95% (3 points) in order to comply with TX Government
Code 82306.111(g)(3)(E), the intent of which is to “provide integrated, affordable housing for
individuals and families with different levels of income” (12).

Department Response:

Staff does not recommend the change relating to mixed income because the proposed language of
849.9(g)(7) regarding Rent Levels achieves mixed tenancy as required by 82306.111(g)(3)(E). As
drafted, (g)(7) gives more points for 95%, 90% and 85% mixed income developments than the 2004
QAP. Additionally, the commenter’'s recommended change makes mixed income/ rent tenancy
higher than the lowest of the nine items required by §2306.6710(b). Adding this separate Mixed
Income section would award points for mixed income in this section as well as (g)(7) as proposed.

849.9(g) - Selection Criteria— General (Transitional Preference) — (23)

Comment:

One comment suggests that for every scoring category add additional points to transitional housing
scoresin order to give preference to the lowest income tenants (23).

Department Response:

Staff does not recommend this change because there are already sufficient incentives for transitiona
housing within the QAP and the Income Targeting section already targets the lowest incomes, as
required by legislation.

849.9(g) - Selection Criteria— General (Development Size) — (12)
Comment:
Comment suggests that the department reinstate a 5-point incentive for up to 36 unitsin rural areas.
Comment states that this encourages smaller developments in rural areas because most all areas of
rural Texas can support developments up to 36 units. However, the magjority of small rural Texas
towns cannot support developments larger than 36 units, so they effectively cannot compete with
areas that can support more units.  Additionally comment suggests that the rental levels in rural
Texas towns cannot support the leveraging of rents to gain points from scoring in the QAP. The 5-
point incentive is needed to help rural applications in small cities compete with larger rural cities
where larger developments are financially feasible and more likely to support more than 36 units
(12).
Department Response:
Staff concurs with the recommendation to the extent of adding 3 points and recommends the
following language as 849.9(g)(17) in the QAP (note that this will result in the renumbering of the
remaining itemsin selection:

(17) The Development consists of not more than 36 Units and is not a part of, or

contiguous to, alarger Development (3 points).

849.9(g)(1) - Selection Criteria - Financial Feasibility —(33,21)
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Comment:

Comment suggests that there are too many points associated with market feasibility and that more of
these points should be used to differentiate applications. Although the concept is criticdl, it is
expected that all applications would be able to meet the current test (33). Additiona comment states
that a 1.10 debt coverage ratio be maintained in the development pro-forma throughout the initial 30
years. Typicaly, supportive housing developments and SROs are financed so as to avoid third party,
hard debt. It is suggested that the underlined language be added to the QAP so that the section will
read “The pro-forma must indicate that the development pro-forma maintains a 1.10 debt coverage
ratio throughout the initial 30 years proposed for all third party lenders that require scheduled

repayment” (21).
Department Response:
Staff does not recommend a change in points for this item because it is legidated to be the highest

point scoring item. Staff does concur with the comment recommending the change for al third party
lenders that require scheduled repayment.

(1) Financial Feasbility of the Development. Financia Feasibility of the
Development based on the supporting financial data required in the Application that will
include a Development underwriting pro forma from the permanent or construction lender.
[(2306.6710(b)(1)]) Applications may qualify to receive 28 points for this item. Evidence
will include the documentation required for this exhibit in addition to the commitment |etter
required under subsection (f)(7)(C) of this section. The supporting financial data shall include
a thirty year pro forma prepared by the permanent or construction lender specifically
identifying each of the first ten years and every fifth year thereafter. The pro forma must
indicate that the development pro forma maintains a 1.10 debt coverage ratio throughout the
initial thirty years proposed for all third party lenders that require scheduled repayment. In
addition, the commitment letter must state that the lender’'s assessment finds that the
Development will be feasible for thirty years. Points will be awarded if these criteria are met.
No partial points will be awarded. For developments receiving financing from TX-USDA-
RHS, the form entitled “Sources and Uses Comprehensive Evaluation for Multi-Family
Housing Loans’ or other form deemed acceptable by the Department shall meet the
reguirements of this section.

849.9(g)(2) - Selection Criteria - Quantifiable Community Participation —(1,6,12,16,33,37)
Comment:

Comment proposes to restrict the QCP to requiring show of support and site identification only.
Comment further calls for the abolition of scoring on a sliding scale and for restricting comment to
neighborhood associations whose boundaries contain the development site. If it is verified by
January 1, 2005, that a development site is not encompassed by any neighborhood organization, then
full points should be awarded. It is suggested that the Department’s overly technical reading of SB
264 has had the effect of nullifying much of the community support. The commenter believes that
allowing full points for the “no neighborhood association” scenario is in keeping with SB 264 and
verifying the neighborhood association certification by January 1 prevents “NIMBY” organizations
from being formed strictly in order to adversely affect atax credit application (12). Further comment
suggests that due to the difficulty of getting neighborhood support, if a neighborhood is willing to
annex an adjoining site and support that site, the site should qualify for points. A condition would
exist that by the November 1 carryover deadline that the site must be annexed as it may take until
after the applicant has acquired the site from its present ownership. This would alow public input
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from those who reside in the vicinity of the site and would be affected by its development (1).
Further comment proposes the inclusion of language that the commenter believes offers greater parity
for applicants in areas without neighborhood organizations by allowing for up to 6 points for support
from community or civic organizations (16). Additional comment proposes to drop the requirement
for neighborhood organization letters of support, at least for areas away from major metro markets,
given that most groups outside metro areas are grassroots and do not have the required organizational
structure and documentation. Also, smaller communities are less likely to have neighborhood
organizations. Thusit would seem that the new notification procedures will only generate opposition
and that strong opposition will reflect negatively in the QAP scoring (33). Comment urges the
Department to be clear regarding expectations and criteria for awarding community support points to
applicant projects (37). Additiona comment commends the Department for alowing the ability to
file with TDHCA to meet the requirement of being on file with the state but requests clarification as
to whether filing an assumed name certificate with the county would mean that an entity was on
record with the county (6).

Department Response:

The proposed rule follows and is constrained by §2306.6710(b)(1)(B). Staff does not concur with
comments suggesting full points for support and site identification only nor for abolishing of scoring
on adliding scale. The statute requires “ quantifiable” participation and is not limited to support. The
QAP dready limits comments to neighborhood organizations within the boundaries that contain the
proposed Development site, so no changes are required. Staff does not concur with requiring
neighborhood certification by January 1 to prevent formation of “NIMBY” organizations. The
reguirement to be “on record” as of March 1 fairly follows the intent of the statute to allow time for
neighborhood input. Staff does not concur that full points should be given if there is no
neighborhood organization. To do so would dilute the statutorily required points and possibly
support selection of potentially lesser quality sites with no neighborhood organizations. Staff aso
does not recommend allowing annexation as late as November into a development for points for this
item. Legidation requires that the proposed development site must be within the boundaries, so to
meet the requirements the site would need to be annexed by the “on record” date. Community or
civic organizations cannot be added to the QAP because of the language of the legidation. The
Department has made the requirements for this section much more specific regarding expectations
and criteria for awarding points. The QAP as drafted does allow for being on record with the county
by filing an assumed name certificate, if all other requirements are met.

849.9(g)(2)(B) - Selection Criteria- QCP — Scoring of Letters—(1, 4, 11, 42)

Comment:

Comment notes that while unlawful reasons of opposition are discounted, the high points available
for letters of support facilitates the failure of developments to be sited in non-minority areas as these
areas would more strongly resist these projects (42). Comment also notes a need to clarify any
neighborhood “fulfilling department’s definition” and suggests specifically defining “neighborhood
organization” (1). Additional comment suggests that QCP would be better if based upon a
percentage of letters received related to the number of qualified organizations on record. For
example, if there were three organizations on record and the applicant only submits a support letter
from one, then the applicant would be awarded 33% of the available points. Opposition letters would
carry the same weight and in areas without any organizations on file, the applicant would
automatically get full points (11). Comment notes that though the actual level of community support
may be the same, communities with no neighborhood organizations to provide letters of support can
only get a maximum of 12 points while communities with neighborhood organizations to write letters
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can get up to 24 points. This penalizes smaller communities which are less likely to have
neighborhood organizations (4).

Department Response:

The proposed rule follows and is constrained by §2306.6710(b)(1)(B). Staff does not recommend
changes to this section. Statute requires that this item be given the second highest number of points
in the QAP. The current draft gives sufficient definition for this item. Staff does not recommend
scoring based on the percentage of letters received in relation to the number of organizations on
record . Administratively, the Department probably would not know the number of organizations on
record unless it receives a letter from the organizations. Also, §2306.6710(b)(1)(B) requires that the
input be “quantifiable.” If an organization opposes a proposed development for no reason, or based
on incorrect facts, or the input evidences unlawful discrimination, the input is not “quantifiable” and
receives the neutral score of “+12”. Following the comment’s suggestion, if the neighborhood
organization that opposes the development is the only one on record, this letter would receive the
strongest score for opposition of “0.” Thisresult is not based on “quantifiable” input and could result
in meritorious applications being denied credits for no reason, or based on incorrect facts, or based on
unlawful discrimination. Because rural developments are competing only against other rural
developments, the competition and opportunity for pointsis fairly equalized.

849.9(g)(2)(C ) - Selection Criteria— QCP — Basic Submission Deficiencies — (20)

Comment:

Comment requests that a copy of all deficiency notices issued to neighborhood organizations be sent
to the applicant as well (20).

Department Response:

This request increases the administrative difficulty of an already difficult process, so staff does not
recommend any change. However, an applicant does have the right to request public records from
the department at any time in the application process.

849.9(g)(3) - Selection Criteria - Income Levels of Tenants—(1,12,16,22,42)

Comment:

One comment proposes the integration of leveraging into this section for developments utilizing a
USDA 5 year renta assistance contract and/or Section 8, and/or HUD contract for project-based
Section 8 assistance or similar long-term (at least 5 year) federal or state project-based rental
assistance programs. The comment further suggests, as a separate subsection, language for seven
separate payment options at various percentages of low income units at 50% levels. This commenter
believes that this is a response to their confusion regarding the Department’ s proposal which appears
to require rents at 30% AMI even if one selects income levels of the tenants at 50% AMI. The
proposed language would alow for units that serve the 50% AMI to charge rents at the 50% level.
Under the staff’s recommendation, all applicants will receive the maximum possible points by merely
providing 10% of the units to households at or below 30% of median income (12). Further comment
supports the new exhibit but proposes to add one more option of “20 points for 60% at 50% AMGI”
(16,1). Other comment proposes to lower the percentage of units at 50% AMI from 80% to 60%,
thereby making the developments more financially feasible (22). Additional comment suggests that
to fully satisfy its affirmative fair housing obligations, the provision should encourage mixed-income
developments in low-income areas by rewarding affordable housing developments that include a
reasonable mix of market rate housing and subsidized units (42).

Department Response:

Page 25 of 43



Staff does not recommend adding incentives for leveraging into the income level exhibit because
adding leveraging dilutes the impact of income levels for this item, especialy considering that
849.9(g)(21) provides point incentives for leveraging aready. Staff also does not concur with
comment that provides seven different point scoring possibilities that only target households at 50%
AMGI as adding many more categories all at 50% does not give broad enough choices. Staff also
believes that the existing language is clear regarding income levels versus the federal minimum set-
aside. The Department, however, encourages a diverse array of options for applicants while
encouraging incentives for low AMGiIs for tenants. Therefore, the Department recommends a partial
incorporation of the recommendations into the current language as follows (note that staff has added
an administrative clarification regarding rounding and to clarify that income levels require
corresponding rent levels. ):

(3) Thelncome L evels of Tenants of the Development. Applications may gualify to
receive up to 22 points for qualifying under only one of subparagraphs (A) through (F) of this
paragraph. To qualify for these points, the tenant incomes must not be higher than permitted
by the AMGI level. The Development Owner, upon making selections for this exhibit, will set
aside Units at the levels of AMGI and will maintain the percentage of such Units continuously
over the compliance and extended use period as specified in the LURA. These income levels
require corresponding rent levels that do not exceed 30% of the income limitation in
accordance with  842(g). [(2306.6710(b)(1)(C); 2306.111(g)(3)(B); 2306.6710(e);
42(m)(D)(B)(i1)(1); 2306.111(g)(3)(E)]) Use normal rounding for this exhibit.

(A) 22 points if at |least 80% of the Total Units in the Development are set-
aside with incomes at or below 50% of AMGI; or

(B) 22 points if at least 10% of the Total Units in the Development are set-
aside with incomes at or below 30% of AMGI; or

(C) 20 points if at least 60% of the Total Units in the Development are set-
aside with incomes at or below a combination of 50% of AMGI; or

(D) 18 points if at least 40% of the Total Units in the Development are set-
aside with incomes at or below a combination of 50% and 30% of AMGI in which at
least 5% of the Total Units are at or below 30% of AMGI; or

(E) 16 pointsif at least 40% of the total number of low income units (including
Units at 60% of AMGI) are designated for tenants at or below 50% of the AMGI; or

(F) 14 points if at least 35% of the total humber of low income units
(including Units at 60% of AMGI) are designated for tenants at or below 50% of the
AMGI.

849.9(g)(4)(B)(viii) and (ix) - Selection Criteria— Development Char acteristics— (31)
Comment:
Comment suggests the inclusion of “concrete brick and mortarless concrete masonry” into this
section because it will save the developers money, installs faster, is an engineered system which dries
the wall cavity and has a higher than normal windload rating.
Department Response:
The Department concurs with the comment and recommends the following change to the current
language for this section:
xiii) 100% masonry on exterior, which can include stucco, cementitious board
products, concrete brick and mortarless concrete masonry but not EFIS(3 points);
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(xiv) Greater than 75% masonry on exterior, which can include stucco, cementitious
board products, concrete brick and mortarless concrete masonry but not EFIS (1 points);

849.9(0)(4)(B)(xvii) - Selection Criteria - Development Characteristics—(9,12)

Comment:

Comment suggests that providing points for 14 SEER HVAC is cost prohibitive for rehabilitation

properties and proposes to amend the section to read as follows: “14 SEER HVAC or evaporative

coolersin dry climates for new construction or radiant barrier in the attic for rehabilitation (3 points)”

(9). Comment also suggests that the language replace the 14 SEER energy efficiency rating scoring

option with 13 SEER for HVAC units and add a radiant barrier option as another 3-point incentive

(12).

Department Response:

The Department does not concur with language that would replace 14 SEER with 13 SEER, however,

it does concur with the comment for an evaporative cooler and recommends the following language:
(xvii) 14 SEER HVAC or evaporative coolers in dry climates for new construction or

radiant barrier in the attic (3 points);f(WG})

849.9(g)(5) - Selection Criteria— Commitment of L ocal Funding — (16,22,33,42)

Comment:

Comment recommends that paragraphs (A) and (B) not be mutually exclusive in order to encourage
greater leverage. Applicants should be allowed to score under both options (mixing up their
leveraging options) with the maximum score still remaining at 18 points (16). Additional comment
suggests that applicants only be required to specify the funding for which they are planning to apply
but not have submitted the application. The application having to be submitted by March 1
eliminates leveraging points in communities whose applications are not available before March 1.
Comment also asks to define local political subdivision (22). Further comment opines that there
should not be a 17 point difference (18 points for city grants and loans vs. 1 point for other sources)
based on the source of outside funding. Also, local funding does not always provide a true source of
outside funding as do traditional grant sources. It is also noted that the available points for project-
based assistance gives an unintended advantage to At-Risk HUD deals and Public Housing Authority
applications (33). Additional comment points out that the 18 points awarded for local funding
essentially provides de facto veto power to local governments and even neighborhood organizations.
Not only will the scoring criteria undermine the ability of developersto win tax credit allocation from
TDHCA, but the number of points here combined with the extensive local notice requirements
substantially chill and undermine the incentive for developers to even propose affordable family
housing outside of areas with higher percentages of residents who are in poverty and/or who are
minorities. This, therefore, does not affirmatively further fair housing (42).

Department Response:

Regarding the 17 point difference between item 5 and items 20/21, staff notes that by legislation local
funding is required to be the fifth highest scoring item and therefore cannot be handled equally. The
relative scoring weight for local funding is required by 82306.6710(b)(1). Statute also requires the
extensive notices. The phrase “local political subdivision” is not easily and comprehensively defined.
The Department will consider sources of funding on a case-by-case basis. Regarding the suggestion
that vouchers give an advantage to At-Risk HUD applications, these applications may have less
opportunities for points in other areas and staff believes that any limited advantage promotes the
Department’s mission. The department does not want to limit the communities where leveraging can
be achieved so it concurs with the recommendation of an “intent to apply” certification to alow for
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the timing of various funding cycles. Staff recommends the following language be added to this
section

(5) The Commitment of Development Funding by Local Political Subdivisions.
Applications may qualify to receive up to 18 points for qualifying under either or both (A) or
(B) of this paragraph. [(2306.6710(b)(1)(E)])

(A) Evidence that the proposed Development has received an allocation of
funds for on-site development costs from a local political subdivision. In addition to
loans or grants, in-kind contributions such as donation of land or waivers of fees such
as building permits, water and sewer tap fees, or similar contributions that benefit the
Development will be acceptable to qualify for these points. Points will be determined
on a sliding scale based on the amount per Unit. The Development must have already
applied for funding from the funding entity. Evidence to be submitted with the
Application must include a copy of the commitment of funds, a copy of the application
to the funding entity and a letter from the funding entity indicating that the application
was received, or a certification of intent to apply for funding that indicates the funding
entity and program to which the application will be submitted, the loan amount to be
applied for and the specific proposed terms. At the time the executed Commitment
Noticeis required to be submitted, the Applicant or Development Owner must provide
evidence of a commitment for the sufficient local funding to the Department. If the
funding commitment from the local political subdivision has not been received by the
date the Department’s Commitment Notice is to be submitted, the Application will be
evaluated to determine if the loss of these points would have resulted in the
Department’ s not committing the tax credits. |If the loss of points would have made
the Application noncompetitive, the Commitment Notice will be rescinded and the
credits redlocated. If the Application would still be competitive even with the loss of
points and the loss would not have impacted the recommendation for an award, the
Application will be reevaluated for financial feasibility. If the Application isinfeasible
without the local political subdivision’s funds, the Commitment Notice will be
rescinded and the credits realocated. Use normal rounding. No funds from TDHCA'’s
HOME (with the exception of Developments located in non-Participating
Jurisdictions) or Housing Trust Fund sources will qualify under this category.

849.9(g)(5)(B) - Selection Criteria— Commitment of L ocal Funding (Vouchers)—(6,34)
Comment:
Two comments note that points are available for development-based rental assistance in the form of
Housing Choice or rental assistance vouchers but would like to expand that to also include the federal
rental assistance subsidy provided through the Annual Contributions Contract (ACC) between a
public housing authority and HUD (34,6).
Department Response:
Staff concurs with the comments and makes the following language recommendation:
(B) Evidence that the proposed Development will receive development-based Housing
Choice, rental assistance vouchers, or rental assistance subsidy approved by the Annua
Contributions Contract (ACC) between a public housing authority and HUD, all being from a
local political subdivision for a minimum of five years. Evidence at the time the Application
is submitted must include a copy of the commitment of funds or a copy of the application to
the funding entity and a letter from the funding entity indicating that the application was
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received. At the time the executed Commitment Notice is required to be submitted, the
Applicant or Development Owner must provide evidence of a commitment for the vouchersto
the Department. If the funding commitment from the local political subdivision has not been
received by the date the Department’s Commitment Notice is to be submitted, the Application
will be evaluated to determine if the loss of these points would have resulted in the
Department’s not committing the tax credits. If the loss of points would have made the
Application _noncompetitive, the Commitment Notice will be rescinded and the credits
reallocated. If the Application would still be competitive even with the loss of points and the
loss would not have impacted the recommendation for an award, the Application will be
reevaluated for financia feasibility. If the Application is infeasible without the local political
subdivision’s funds, the Commitment Notice will be rescinded and the credits reallocated. No
funds from the Department’s HOME (with the exception of Developments located in non-
Participating Jurisdictions) or Housing Trust Fund sources will qualify under this category.
Use normal rounding. HUD must approve the vouchers no later than the time the 10% Test
Documentation is submitted to the Department or the Commitment will be rescinded.

849.9(g)(6) - Selection Criteria— Level of Community Support — (33)

Comment:

Comment suggests that a support resolution from the local City Council should be scored equally
with State elected officia points as the local government is usually more interested and
knowledgeable than State officials (33).

Department Response:

Staff does not recommend a change to this section because legidation requires a specific selection
criteriafor State elected officials and that it be the sixth highest scoring item. Additionally, points for
support or opposition from local officials was amended out of statute in SB264.

849.9(g)(7) - Selection Criteria - Development Characteristics - Rent Levels - (5,12,16,18, 20,33)
Comment:

One comment was made prior to the September Board meeting and it requests that the language in
the QAP allow applicants to choose between the statewide AMGI and the local AMGI for 30% rents.
The Board did vote to add the language to the draft QAP in September and the language is currently
in the draft. For the purposes of recording public comment, staff considers the comment as support
for the language as currently written. Multiple comments indicated concern with this exhibit as
proposed. Comments noted that the policy as drafted will create a compliance dilemma and only help
urban area applicants to the detriment of exurban and rural areas. In order to combat this, it is
recommended that the 10% rent reduction option be removed from the 2005 QAP (16). Further
comment recommends the deletion of the section as it discriminates against South Texas by allowing
the reduction of rent levels and not allowing projects in that region to fairly compete (20). More
comment suggests that this rent reduction will be hard to achieve in many markets and may
discourage high quality private developers from participating (33). Additiona comment recommends
that points be awarded on a scale of percentage of the units which are restricted to having rents plus
the allowance for utilities equal to or below the maximum tax credit rent. If 100% of the units are
rent restricted, the development would get 12 points, 95% = 10 points, 90% = 9 points, 85% = 8
points. Thisis essentially encouraging “mixed rent” tenancy similar to mixed income exhibits in the
past. This change would prevent the penalization of rural and lower income areas which cannot
afford “rents 10% lower than allowed.” Further, it would be difficult to monitor compliance and

Page 29 of 43



annualy calculate the 10% reduction in permissible rents in the original proposal. Also,
developments will amost certainly be required to request waivers over time. Comment aso
recommends points for mixed-income developments to comply with Government Code, Chap.
2306.111, “to provide integrated, affordable housing for individuals and families with different levels
of income.” This aso helps boost the financia feasibility of the application, the highest scoring
priority (12). Comment requests clarification of whether a developer can set rents at the 30% level
but then take a Section 8 tenant and collect full fair market rent on the unit (5).

Department Response:

The Department generally concurs with the recommendations. The recommendations will be easier
for the Department to monitor and would prevent the penalization of rural and lower income areas
which cannot afford “rents 10% lower than allowed.” However, staff does not concur with giving
points for 100% of the units being rent restricted because that will discourage market rate Units.
Staff recommends the following language:

(7) The Rent L evels of the Units. Applications may qualify to receive up to 12 points
for qualifying under this exhibit. [(2306.6710(b)(1)(G)]) If 95% of the Units in the
Development (excluding any Units reserved for a manager) are restricted to having rents plus
the allowance for utilities equal to or below the maximum tax credit rent, then the
Development shall be awarded 12 points. If 90% of the Units in the development (excluding
any units reserved for a manager) are restricted to having rents plus the allowance for utilities
equal to or below the maximum tax credit rent, then the development shall be awarded 10
points. If 85% of the units in the development (excluding any units reserved for a manager)
are restricted to having rents plus the allowance for utilities equal to or below the maximum
tax_credit rent, then the development shall be awarded 9 points. |If 80% of the units in the
development (excluding any units reserved for a manager) are restricted to having rents plus
the allowance for utilities equal to or below the maximum tax credit rent, then the
development shall be awarded 8 points.

849.9(g)(8) - Selection Criteria - Development Characteristics - Cost of the Development -
(7,21,42)
Comment:
Comment notes that in the First Tier Counties (generally along the Gulf Coast), the new hurricane
wind requirements require that you either 1) install impact glass for each window, 2) install hurricane
shutters, or 3) have plywood stored onsite for each and every window, along with the bolts to anchor
the plywood. This combines with the structural engineering to elevate the costs of building in aFirst
Tier County 2% higher than in a non-hurricane-prone area. It is proposed to revise the final sentence
of the section to allow higher costs per square foot for the First Tier counties (7). Further comment
suggests that because Single Room Occupancies (SROs) with small unit sizes often have higher
development costs they should be comparative to elderly and transitional housing (21). Additional
comment notes that the QAP provides significant incentives for low-cost developments, benefiting
developments in high-poverty areas and therefore does not affirmatively further fair housing (42).
Department Response:
Regarding the incentive of points for low cost Developments, this scoring item is legislated to be the
eighth highest scoring items in the QAP. Staff concurs with the comments on the First Tier counties
and SRO’ s and recommends the following language:

e (8 The Cost of the Development by Sqguare Foot (Development Characteristics).

Applications may qualify to receive 10 points for this item. [(2306.6710(b)(1)(H);
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42(m)(1)(C)]) For this exhibit, costs shall be defined as construction costs, including site
work, contingency, contractor profit, overhead and general requirements, as represented in the
Development Cost Schedule. This calculation does not include indirect construction costs.
The calculation will be costs per square foot of net rentable area (NRA). The calculations will
be based on the cost listed in the Development Cost Schedule and NRA shown in the Rent
Schedule of the Application. Developments qualify for 10 points if their costs do not exceed
$75 per sqguare foot for Qualified Elderly, Transitional, and Single Room Occupancy
Developments, unless located in a“First Tier County” in which case their costs do not exceed
$77 per square foot; and $65 per square foot for al other Developments, unless located in a
“First Tier County” in which case their costs do not exceed $67 per square foot. For 2005, the
First Tier Counties are Aransas, Calhoun, Chambers, Jefferson, Kleberg, Nueces, San
Patricio, Brazoria, Cameron, Galveston, Kennedy, Matagorda, Refugio and Willacy (10

points).

849.9(0)(10) - Selection Criteria - Housing Needs Char acteristics — (12,33)

Comment:

Comment notes that in previous years, the large differential in points was effective in directing new
development to specific areas deemed worthy of additional development and points out that this
result will be substantially altered with the proposed point structure (33). Conversely, another
comment proposes that the Affordable Housing Needs Score (AHNS) be dropped in favor of the
market analysis since the AHNS is not statutorily required and does not fairly allow for fair and
effective regional allocation (12).

Department Response:

842m(1)(c)(ii) of the Interna Revenue Code requires a selection criteria for “housing needs
characteristics.” Therefore staff does not recommend the deletion of the AHNS score: no alternative
for the housing needs characteristics was recommended during the comment period. It should be
noted that the Department believes that the AHNS has been successful in encouraging housing
development throughout areas of need. Staff does not recommend a point increase for this item
because it must be below the nine highest items required by statute.

849.9(g)(11) — Selection Criteria— Use of Existing Housing for Revitalization — (6,34, 37)
Comment:

Comment commends the Department for giving scoring incentives for preservation (37). Two other
comments suggest that the section be clarified to include developments where the existing residential
development is deemed too substandard to retain and is thus demolished and reconstructed on the
same site (6,34).

Department Response:

Staff concurs with comment and recommends the following language:

(11) Development Includes the Use of Existing Housing as part of a Community
Revitalization Plan (Development Characteristics). Applications may qualify to receive 7
points for this item. (42(m)(1)(C)(iii)) The Development is an existing Residentia
Development and the proposed rehabilitation or demolition and reconstruction is part of a
community revitalization plan.
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849.9(g)(13) - Selection Criteria— Development L ocation (* Exurban Points’) —(27,34,33,12,16)
Comment:

Comment states that the removal of points for exurban development makes it unlikely that smaller
communities will be able to compete effectively and urges the reinstatement of exurban location as a
qgualification for points (34,33,12,16). Other comment notes that exurban points should only have
been deleted if exurban were only competing within an exurban pool and not an “Urban/exurban”
pool that includes larger areas. Comment also suggests that if points are reinstated that the 100 unit
cap from last year be deleted (27).

Department Response:

Staff recommends that the exurban points be reinstated for 2005 with a value of 7 points under this
section but without the 100 unit cap that existed in the past (see fina QAP recommendation for the
section below).

849.9(0)(13)(G) - Selection Criteria— Development L ocation — (32,16,42,29,30,38,39)

Comment:

Comment approves of the concept of linking developments to school ratings but notes that school
ratings may fluctuate (32). Comment also urges the QAP to use the HTC program to actively promote
racial and ethnic integration by giving a larger incentive to encourage developments in non-minority
areas and to award tax credits with consideration of positive integrative effects. In addition, it is
suggested that a substantial portion of the annual HTC family rental allocation be set aside for use in
low poverty neighborhoods outside areas of minority concentration. It isalso proposed that TDHCA
increase the award for family housing projects to 15 or more points due to the fact that the bulk of
demand for affordable housing likely comes from minority households with children (42). The
Department’s alocation of points to specific criteria, even under the constraints of the Attorney
Genera’ s Opinion, almost guarantees that successful developments will likely be located in areas that
do not give low income minority families with children access to the opportunities that are available
in predominately non-minority, higher income, less distressed, and more fiscally healthy
communities. Specifically, of the 195 points an applicant may be awarded in the competition for tax
credits, approximately 40% of the points encourage development in lower income, predominately
minority areas compared to only about 2% which can be said to encourage development in higher
income, non-predominately minority areas. Even that 2% is submerged in a menu of options that
make it unlikely they will be selected given the lack of other criteria supporting such development
(38). Further comment supports the new items in the QAP that give points for applicants that
affirmatively promote fair housing opportunities (29,30). Other comment recommends that the QAP
actively promote racial and ethnic integration by giving a larger incentive to development in non-
minority areas (38,39). Comment also suggests that the section is biased to family deals and
proposes to add elderly to this option (16).

Department Response:

The proposed rule follows and is constrained by §2306.6710(b)(1) and 842 IRC. The Department is
aware that school ratings may fluctuate which is why the draft has the language “or comparable
rating” and specifies relevant dates. Staff does not a recommend a language change to add elderly to
the option. This section is utilized to meet the requirements of 842 IRC to give preference to
families.

Staff concurs with the comment to increase points (although not to 15 points which would be higher
than the legidatively required highest nine) for this item to affirmatively further fair housing and
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recommends the following language for this item. Staff also recommends 7 points for ex-urban
areas. An administrative change is also made to avoid the problem encountered last year when the
list of exurban areas generated by the Housing Center did not match the Qualified Allocation Plan.
Staff recommends the following language:

(13) Development L ocation. [(2306.6725(a)(4) and (b)(2); 2306.127; 42(m)(1)(C)(i);
42 U.S.C. 3608(d) and (€)(5)) Applications may qualify to receive either 4 or 7 points.
Evidence, not more than 6 months old from the date of the close of the Application
Acceptance Period, that the subject Property is located within one of the geographical areas
described in subparagraphs (A) through (1) of this paragraph. Areas qualifying under any one
of the subparagraphs (A) through (F) of this paragraph will receive 4 points. Areas qualifying
under any one of the subparagraphs (G) through (1) of this paragraph will receive 7 points. An
Application may only receive points under one of the subparagraphs (A) through (1) of this

paragraph.

(A) A geographical areawhich is an Economically Distressed Area; a Colonia;
or a Difficult Development Area (DDA) as specifically designated by the Secretary of
HUD.

(B) adesignated state or federal empowerment/enterprise zone, urban enterprise
community, or urban enhanced enterprise community. Such Developments must
submit a letter and a map from a city/county official verifying that the proposed
Development is located within such a designated zone. Letter should be no older than
6 months from the first day of the Application Acceptance Period.

(C) acity or county-sponsored area or zone where a city or county has, through
a_local government initiative, specifically encouraged or channeled growth,
neighborhood preservation, or redevelopment. Such Developments must submit all of
the following documentation: a letter from a city/county official verifying that the
proposed Development is located within the city or county-sponsored zone or district;
a map from the city/county official which clearly delineates the boundaries of the
district; and a certified copy of the appropriate resolution or documentation from the
mayor, loca city council, county judge, or county commissioners court which
documents that the designated area was created by the local city council/county
commission, and targets a specific geographic area which was not created solely for
the benefit of the Applicant.

(D) the Development is located in a county that has received an award as of
November 15, 2004, within the past three years, from the Texas Department of
Agriculture’'s Rural Municipal Finance Program or Real Estate Development and
Infrastructure Program. Cities which have received one of these awards are
categorized as awards to the county as a whole so Developments located in a different
city than the city awarded, but in the same county, will still be eligible for these points.

(E) the Development is located in a census tract in which there are no other
existing developments supported by housing tax credits. Applicant must provide
evidence. [(2306.6725(b)(2)])

(F) the Development is located in a census tract which has a median family
income (MFI), as published by the United States Bureau of the Census (U.S. Census),
that is higher than the median family income for the county in which the census tract
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is located. This comparison shall be made using the most recent data available as of
the date the Application Round opens the year preceding the applicable program year.
Developments eligible for these points must submit evidence documenting the median
income for both the census tract and the county.

(G) the proposed Development will serve families with children (at least 70%
of the Units must have two bedrooms or more) and is proposed to be located in an
elementary school attendance zone of an elementary school that has an academic
rating of “Exemplary” or “Recognized,” or comparable rating if the rating system
changes. The date for consideration of the attendance zone is that in existence as of the
opening date of the Application Round and the academic rating is the most current
rating determined by the Texas Education Agency as of that same date.
(42(m)(1)(C)(vii))

(H) the proposed Development will expand affordable housing opportunities for
low income families with children outside of poverty areas. This must be
demonstrated by showing that the Development will serve families with children (at
least 70% of the Units must have two bedrooms or more) and that the census tract in
which the Development is proposed to be located has no greater than 10% poverty
population according to the most recent census data. (42(m)(1)(C)(vii))

(1) the Development is located in an incorporated place or census designated
place that is not a Rural Area but has a population no greater than 100,000 based on
the most current available information published by the United States Bureau of the
Census as of October 1 of the year preceding the applicable program year.

849.9(0)(14)(C) - Selection Criteria— Special Housing Needs — (33)

Comment:

Comment suggests that it is necessary to provide the previous large point incentive to create
transitional housing. This niche requires long lead times and intense predevelopment activities and
the proposed point structure is not sufficient to justify the predevelopment risk (33).

Department Response:

The proposed rule follows and is constrained by §2306.6710(b)(1) and 842 |.R.C.. Staff does not
recommend change because this item is not one of the nine legislated items and this point item cannot
have more points than the nine. Additionally, a shift in points for this item would warrant additional
public comment.

849.9(g)(16)(A) — Selection Criteria— Site Characteristics— (1)

Comment:

Comment guestions whether a family development that has on-demand bus service (which is also
part of the LURA) should not be handled the same as the elderly specified transportation service and
wonders why such a development would be penalized (1).

Department Response:

Staff notes that the QAP already indicates developments with “on demand” transportation will be
treated in the same manner. However, the clarification to the LURA isrequired. Staff concurs that a
family project can have on-demand van service in addition to the aready drafted points for elderly
on-demand van service for this section. Staff recommends that the following language be inserted:
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(A) Proximity of site to amenities. Developments located on sites within a one mile
radius (two-mile radius for Developments competing for a Rural Regional Allocation) of at
least three services appropriate to the target population will receive four points. A site located
within one-quarter mile of public transportation or located within a community that has “on
demand” transportation, or specialized elderly transportation for Qualified Elderly
Developments, will receive full points regardless of the proximity to amenities, as long as the
Applicant provides appropriate evidence of the transportation services used to satisfy this
requirement. If a Development is providing its own specialized van or on demand service,
then this will be a requirement of the LURA. Only one service of each type listed below will
count towards the points. A map must be included identifying the development site and the
location of the services, as well as written directions from the site to each service. The
services must be identified by name on the map and in the written directions. If the services
are not identified by name, points will not be awarded. All services must exist or, if under
construction, must be at least 50% complete by the date the Application is submitted. (4

points)

849.9(g)(18) - Selection Criteria— Sponsor Characteristics—
(26,28,20,15,13,18,34,17,12,11,19,10,2)

Comment:

A majority of comment suggests that the requirement that the HUB be in existence for five years be
removed from the QAP because it eliminates new HUBS that need the assistance the most. It also
continues to give credits to the experienced HUBs that have aready mastered the program
(26,28,20,13,18,17,12,19,10,2,12). Additional comment notes that if aHUB has to wait five years to
be eligible for tax credit points, no one will bother to mentor one (10). Substantial comment suggests
that since older HUBs are established and well-capitalized, a “graduation” be used with a maximum
of 5 yearsto give afair chance to newer HUBs (19,26,2813) Further comment suggests that instead
of a 5-year minimum, a maximum unit number be used to read: “The HUB will be disqualified from
receiving these points if any principal of the HUB has developed more than 500 units of housing
involving tax credits’” (19). Additional comment commended TDHCA’s 51% ownership requirement
as a method of eliminating abuse of the use of HUBs (13,26). However, one commenter noted that
the commenter thought it unrealistic for an inexperienced HUB to have 51% ownership interest (10).
Additional comment requests clarification on the 51% ownership rule as it seems to prevent the sale
of the majority of the housing tax credits to an investor (34). Other comment recommends the
reinsertion of the 2004 QAP s 850.9(g)(8) as selection criteria but would like to amend it to require
100% ownership by a“qualified person” in order to prevent abuse (11). Comment also suggests that
this section include out-of-state HUBS because the current language unnecessarily penalizes valid
HUBs (12).

Other comment proposed the deletion of HUB ownership as an award category stating that the use of
race in law is subjective and difficult to apply fairly. Before applying race as a criteria, the
government needs to find constitutional or statutory violations by the agency imposing the racial
preferences and this has not been done in regards to TDHCA. Comment also fails to see a
permissible compelling governmental purpose for applying racial preferences in this instance as it
would not serve to rectify any particular societal discrimination. Further, the HUB definition used by
TDHCA is not “narrowly tailored,” but instead focuses simply on race and gender. The comment
argues and cites cases that the HUB points are unconstitutional racial discrimination. (15).
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Department Response:

Staff does not agree that the Department should accept out-of-state HUB certificates because the
Department cannot monitor the requirements of another state as meeting the requirements of the
QAP. If aHUB chooses to do business in Texas, the entity should go through the proper channelsin
Texas to register itself as a HUB. Staff does concur with comment that suggests that the 5-year
minimum will limit HUB participation and staff further concurs with the proposal for the 500 unit
maximum for a “graduation” of HUB status. Staff also adds clarification regarding the 51% interest.
Staff recommends the following language:

(18) Sponsor Characteristics. Applications may qualify to receive 2 points for this
item.  (42(m)(1)(C)(iv)) Evidence that a HUB, as certified by the Texas Building and
Procurement Commission, has at least 51% ownership interest in the General Partner and
materially participates in the Development and operation of the Development throughout the
Compliance Period. To qualify for these points, the Applicant must submit a certification
from the Texas Building and Procurement Commission that the Person is a HUB at the close
of the Application Acceptance. The HUB will be disgualified from receiving these points if
any principal of the HUB has devel oped more than 500 units of housing involving tax credits.

Staff interviewed representatives from several states at the National Coalition of State Housing
Agencies (NCSHA) regarding whether or not HUBSs are awarded points in selection criteria.  Staff
found that Virginia, Missouri, Michigan, Oklahoma, Idaho, North Carolina and Minnesota, do not
award points for HUBs in selection criteria. Both California and Washington prohibit points. Staff
found no state that awards points for HUBs.

Whether to award points for HUBs in the QAP in light of current case law on racia classifications
and equal protection is adecision for the Board.

849.9(g)(19) - Selection Criteria - Right of First Refusal — (33)

Comment:

Comment suggests that while “rent-to-own” can be an effective strategy, the QAP exit strategy is too
complicated to implement. Also, one point is not sufficient incentive to encourage the added
complexity of this structure (33).

Department Response:

Staff does not recommend a change to this section at this time but does encourage communication
with the department for this item for 2006.

849.9(g)(20) and (21) - Selection Criteria— L everaging of Resour ces— (20,16)

Comment:

Comment requests clarification as to whether or not the 2% of development cost an applicant may
receive under paragraph 20 for leveraging is mutually exclusive from paragraph 21 for leveraging or
if the applicant can aso receive another point if the applicant is outside a Qualified Census Tract
(16). Other comment notes that paragraphs 20 and 21 seem to be redundant (20).

Department Response:

Both items 20 and 20 are legislated and are not mutually exclusive, if all requirements are met.

849.9(g)(21) - Selection Criteria— 3rd Party Funding Outside of QCT — (5)
Comment:
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Comment requests clarification on what constitutes third-party financing and suggests that
“commitment” needs to be defined and that language needs to specify whether the funds need to be
committed or the loan or grant needs to be funded (5).

Department Response:

The Department concurs that clarification regarding the third party and application for funds is
needed. Staff also recommends an administrative change that clarifies that third party financing does
not include acommercial lender. Staff recommends the following language:

(21) Third-Party Funding Commitment Outside of Qualified Census Tracts.
Applications may qualify to receive 1 point for this item. (2306.6710(e)(1)) Evidence that the
proposed Development has documented and committed third-party (not Related Party to the
Applicant or Developer) funding sources and the Development is located outside of a
Qualified Census Tract. The commitment of funds (an application alone will not suffice) must
adready have been received from the third-party funding source and must be equal to or
greater than 2% of the Tota Development costs reflected in the Application. Use normal
rounding. Funds from the Department’'s HOME and Housing Trust Fund sources will not
qualify under this category. The third party funding source cannot be a loan from a
commercia lender.

849.9(g)(22) - Selection Criteria—Scoring Criteria Imposing Penalties— (1)

Comment:

Comment suggests that a penalty needs to be limited to dedls that are five years old or less from
allocation with two years to build and then three years of guarantees. Once developments are older
they may be more affected by market conditions which then, once developer has met its guarantee
obligations, shouldn’t penalize one on future transactions. The penalty should be geared to those who
do not fulfill their primary requirements (1).

Department Response:

Under 82306.6710 of Texas Government Code this penalty is legislated. Therefore, it can not be
limited to five years by the QAP.

849.9(h)(1) - Selection Criteria—Tie Breaker Factors—(1,13,39,42,16)

Comment:

Comment recommends that TDCHA require as threshold, not just a tie-breaker, that all developers
participating in the program give priority to income-eligible families on public housing waiting lists
as such families represent those most in need of housing in the state of Texas (39,42). Additional
comment recommends adding two more tie breaker factors that consider highest Affordable Housing
Needs Score (AHNS) and applications in census tracts that have no other HTC developments. The
recommended order of priority from that commenter is as follows. 1) cooperation with PHAS; 2)
higher AHNS; 3) census tracts with no other HTC developments; and 4) lowest amount of credits
requested by net rentable square footage. This order better addresses need and geographic dispersion,
lessening the importance of option 4 which is biased against applications seeking to serve senior
populations (16). Additionally, comment suggests that the Department include a TEXAS FIRST
provision as atie-breaker that would state that entities that are controlled by Texas residents be given
priority (13). Additional comment requests clarification regarding whether the reward for large units
would drive down the credits per net rentable foot and encourage large per unit allocations. It is
suggested that the tie breaker be the least credits per unit (1).
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Department Response:

The Department does not recommend language that requires that Applicants give priority to income-
eligible families on public housing waiting lists or to Texas applicants because the change is too
significant to make without an opportunity for further public comment. The Department will
consider this item in 2006. Staff also does not recommend the change to include the AHNS and
applications in census tracts as a tie-breaker because these items already have appropriate weight as
selection criteria. Regarding whether the reward for large units would drive down the credits per net
rentable foot and encourage large per unit allocations, staff believes that the change proposed by
comment would penalize a larger Development with family units. Therefore, staff does not
recommend the proposed change.

849.9(h)(2) - Selection Criteria— Tie Breaker Factors—(1,20,36)

Comment:

Comment suggests that the capture rate for multiple developments pending approval for credits
would yield an over saturation of the market, and that the development(s) with the smallest capture
rates should take funding precedence (36). Comment also requests clarification as to what tie breaker
issues have to do with capture rate calculation. Also, it is recommended that the third sentence be
amended to read, “When a Tax Exempt Bond Development and a competitive Housing Tax Credit
Application in the Application round with the same score would violate a restriction, the following
determination will be used...” (1). Additional comment suggests that paragraphs (A) through (C)
should be deleted because it penalizes South Texas due to the fact that the region is Priority 2 and
does not receive its reservations until June (20).

Department Response:

In response to the question regarding development(s) with the smallest capture rates and the
recommendation that they take funding precedence, the Department staff believes that the current
draft addresses the issue most appropriately. Also regarding capture rate, if two Applications are in
the same area and are being reviewed and would jointly violate the capture rate, a tie is handled as
drafted in this section. While the Department notes the comment regarding South Texas, there must
be a point in the application cycle where 9% applications can proceed within the cycle’ s processing.
Staff does concur that “with the same score” should be added to this section, and recommends the
following language:

(2) This clause identifies how ties will be handled when dealing with the restrictions
on location identified in 856:49.5(a)(8), anrd-850-6(F); and in dealing with any issues relating
to capture rate calculation. When two Tax Exempt Bond Developments would violate one of
these restrictions, and only one Development can be selected, the Department will utilize the
lot number issued during the Bond Review Board lottery in making its determination. When
two competitive Housing Tax Credits Applications in the Application Round would violate
one of these restrictions, and only one Development can be selected, the Department will
utilize the tie breakers identified in (h)(1) of this subsection. When a Tax Exempt Bond
Development and a competitive Housing Tax Credit Application in the Application Round
with the same score would both violate ene-ef-these-a restrictions, the following determination
will be used:

849.10(a)(2)(C) —Board Decisions — (1)

Comment:

Comment suggests the addition of “and/or any management company or contractor” to the
compliance history of the developer (1).
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Department Response:
Staff does not recommend because the ultimate responsibility lies with the Developer, not the
management company or contractor.

849.13(C)(2) — Commitment and Deter mination Notices— (1,25)

Comment:

Comment suggests that this should be a construction loan requirement rather than a Commitment
Notice requirement since at closing al partners will be identified whereas at Commitment Notice,
there are usually some straw partners (1). Further comment suggests that al application items
(including organizational documents, etc.) that were moved back to the date of the Commitment
Notice should be moved forward to April 15, 2005. Thisis to prevent developments that receive an
award at the July Board meeting from dropping out at Commitment Notice time. Staff would then
drop down to the next unfunded application in that region but by the time the Board approves new
awards in September, the commenter believes some applications will have lost site control (25).
Department Response:

Staff believes that this should be a commitment requirement rather than a construction loan
requirement because it has historically been due at application and has been moved back to
accommodate the application process. Staff recommends no change to this section.

849.14(a) — Carryover —(36)
Comment:
Comment notes that it is practically impossible for acquisition/rehabilitation properties 1) seeking
decoupling approval for HUD 236 insured mortgages, 2) seeking new 221(d)(3) or (d)(4) insurance,
or 3) seeking Transfer of Physical Asset (TPA) approva from HUD to be purchased by December 1
of the year in which the Commitment Notice is issued. This requirement is not a Section 42
requirement and can be changed. Otherwise, al developments of these types will seek extensions to
the December 1 deadline for the purchase of the property. If no extensions are alowed, these
developments will not be completed. If extensions are permitted on a case-by-case basis, questions
areraised as to whether the penalties of 849.9(g)(22)(A) will be applied to future requests. Due to the
costs to initiate HUD approvals for the above types of properties, the length of time required for
decoupling, and the fact that “purchase of the property” requires closing on both the land and the
improvements, it is unfair to require development owners of acquisition/rehabilitation properties to
close their transactions a full seven months prior to the deadline for development owners of new
construction properties. Thus, it is recommended that submission of carryover documentation be
required for all property types by November 1 of the year in which the Commitment Notice is issued
and to exempt developments involving acquisition/rehabilitation from the property purchase
requirement of this section (36).
Department Response:
Staff concurs with this comment and recommends the following language:
Carryover. All Developments which received a Commitment Notice, and will not be
placed in service and receive IRS Form 8609 in the year the Commitment Notice was issued,
must submit the Carryover documentation to the Department no later than November 1 of the

year |n WhICh the Commltment Notice is issued——Developments—ivohving

wm—be+nel+g+bte¢epextensensbeyend-that—date— Commltments for credlts WI|| be term| nated

if the Carryover documentation, or an approved extension, has not been received by this
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deadline. In the event that a Development Owner intends to submit the Carryover
documentation in any month preceding November of the year in which the Commitment
Notice isissued, in order to fix the Applicable Percentage for the Development in that month,
it must be submitted no later than the first Friday in the preceding month. If the financing
structure, syndication rate, amount of debt or syndication proceeds are revised at the time of
Carryover from what was proposed in the original Application, applicable documentation of
such changes must be provided and the Development may be reevaluated by the Department.
The Carryover Allocation format must be properly completed and delivered to the
Department as prescribed by the Carryover Allocation Procedures Manual. All Carryover
Allocations will be contingent upon the following in addition to al other conditions placed
upon the Application in the Commitment Notice:

(1) The Development Owner for all new construction Developments must have

purchased the property for the Devel opment.

849.14(B) — 10% Test — (42)

Comment:

Comment suggests the requirement of affirmative marketing efforts (42).

Department Response:

Historically, the requirement for a management plan and an Affirmative Marketing plan has been
submitted with the closing of the construction loan documentation. It should be noted that both a
management plan and an affirmative marketing plan must be maintained throughout the Affordability
Period pursuant to Texas Administrative Code, Title 10, Part 1, Chapter 1, Subchapter A Rule 1.14.
This requirement is monitored by the Portfolio Management and Compliance section of the
Department.  An administrative change was made to clarify the dates surrounding the 10% test.
Staff recommends that the documentation now be submitted with the 10% Test documentation and
recommends the following language:

(b) 10% Test. No later than six months from the date the Carryover Allocation
Document is executed by the Department and the Devel opment Owner, more than 10% of the
Development Owner’s reasonably expected basis must have been incurred pursuant to
842(h)(1)(E)(i) and (ii) of the Internal Revenue Code and Treasury Regulations, 81.42-6. The
evidence to support the satisfaction of this requirement must be submitted to the Department
no later than June 30 of the year following the execution of the Carryover Allocation
Document in a format prescribed by the Department. At the time of submission of the
documentation, the Development Owner must also submit a Management Plan and an
Affirmative Marketing Plan as further described in the Carryover Allocation Procedures
Manual.

849.16(g) —Housing Credit Allocations — (16)

Comment:

Comment recommends that the reference to inspections identify the actual areas TDHCA is
reviewing during the construction process, specifically the inclusion of threshold requirements and
development characteristics identified at application for additional points. A reference to the
Compliance Rules is also encouraged to identify the construction inspection process. It is proposed
that the language be changed to read: “Development inspections shall be required to show that the
Development is built or rehabilitated according to construction threshold criteria and Development
characteristics identified at application. At a minimum...” Further, it is proposed to add a sentence
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to the end of the paragraph to read as follows:. “Details regarding the construction inspection process
are set forth in Department Rule 860.1 of thistitle” (16).

Department Response:

Staff concurs with the comment and makes the following |anguage recommendation:

(g) Development inspections shall be required to show that the Development is built or
rehabilitated according to reguired-plans-and-speeifieationsconstruction threshold criteria and
Development characteristics identified at application. At a minimum, al Developments
inspections must include an inspection for quality during the construction process while
defects can be reasonably corrected and a final inspection at the time the Development is
placed in service. All such Development inspections shall be performed by the Department or
by an independent Third Party inspector acceptable by the Department. The Development
Owner shall pay all fees and costs of said inspections as described 849.20 of this title. For
properties receiving financing through TX-USDA-RHS, the Department shall accept the
inspections performed TX-USDA-RHS in lieu of having other Third Party Inspections.
Details regarding the construction inspection process are set forth in Department Rule 860.1
of thistitle {(2306.081}).

849.17(c)(8) — Board Reevaluation, Appeals—(34)

Comment:

Comment notes that a provision was added to address the procedure to be used when applying for a
release from a commitment to serve a specified income level. Comment recommends the addition of
language clarifying that if the commitment was made for the purpose of obtaining points and points
were not awarded, the project is not obligated to fulfill the proffered commitment (34).

Department Response:

Staff appreciates the comment but considers it too substantial to recommend a language change
without further consideration and public comment. The Department will consider it for 2006.

849.20 — Program Fees—(9,12,27)

Comment:

Comment notes that fees for pre-application, application, and compliance are being raised at a rate
that is not in line with the consumer price index and development costs. It recommends that fee
increases reflect the inflation that developers are facing (27). Comment received also stated that the
at-risk cost to all applicants to participate in the program has become exorbitant and should not be
increased (12). Comment also stated that since fees are required to be based on cost, either the fees
are unjustified or the Department is admitting to major errorsin calculating fees for 2004 (9).
Department Response:

The Department has increased the fees as a necessity to administer the program and its growing
requirements and agrees that the fees for 2004 should have been higher. The fees that are being
increased are as follows:

Proposed: Application Fee from $20 to $30 per Unit. For those applicants that participate in Pre-
Application, their Pre-Application fee is part of (not in addition to) the application fee. The Pre-
Application fee is proposed to be increased from $5 to $10 per Unit. Justification: The Department
does not receive General Revenue to operate the Housing Tax Credit program; therefore the Program
must support itself. The current fee structure does not enable that to occur. For FY2004, the
Department tracked every hour that employees worked on HTC Applications attributed to each
employee at their given salary level; this includes not only Multifamily Production employees, but
also employees in the Real Estate Analysis, Portfolio Management and Compliance, and Legal
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divisions. The total salaries in FY 2004 attributed to time spent on HTC Applications was $582,435.
However, the total revenue generated from Application feesin FY 2004 was $438,595. In addition to
the application fees not sufficiently covering salaries, the application fees must also cover the
multitude of operating expenses associated with the HTC Application cycle. Therefore, staff is
recommending that to ensure sufficient funds to administer the program, the fee be increased.
Proposed: Commitment Fee increasing from 4% of annual allocation to 5% of annual allocation.
Justification: The Commitment Fee is the fee that covers al activity on HTC awards from the time
the commitment is made until the applicant pays its first year’s Compliance fee: thisis generally a 2
year window that covers activities such as carryover, 10% test, construction loan closing,
commencement, cost certification review, plan review, amendments and transfers. At this time, staff
has not identified the exact salary figures for all HTC related work for these stages, but it is quite
clear that the administrative burden and responsibilities of the program have increased over time.
However, the commitment fee has not increased above the 4% fee since 1995 or earlier. The work
required in operating the program since 1995 has increased dramatically. Additionaly, staff
researched the Commitment fee structure in 17 other states which included other large states and
states with programs operated similarly to the program in Texas. The new increased fee of 5% is the
average of those states reviewed — It is common for others states to have commitment fees in the 7%
range, and in one sate the commitment fee is 2.5% of the 10 year credit alocation. Based on the
program changes over time, the history of not having increased this fee and the indication that other
states require higher fees to operate, the fee increase isjustified.

Proposed: Compliance Fee increasing from $25 per Unit per year to $40 per Unit per year.
Justification: The compliance fee increase will cover the cost of outsourcing Uniform Physical
Condition Standards (UPCS). In 2001, the IRS strengthened the required compliance monitoring
focus on habitability by amending the Code to require increased physical inspections on Tax Credit
properties and by requiring agencies to choose between two methodologies to conduct the physical
inspection: the comprehensive UPCS physical inspection methodology developed by HUD, or
inspections based on local code. TDHCA has attempted to implement the requirement by relying on
local code inspection if a Housing Quality Standard (HQS) inspection indicates that an in-depth
inspection is warranted. However, TDHCA has found that some localities are unwilling to inspect
properties based on a TDHCA request, and that other localities in the state do not have local code
inspectors. In order to ensure the health, quality and safety of Tax Credit properties under the
administration of TDHCA and in order to ensure compliance with IRS Code Section 42, TDHCA
would like to outsource the UPCS inspection. In order to fund the out sourcing of this important
function, the compliance monitoring fee must be increased.

Proposed: Addition of a new fee called the Tax Exempt Bond Credit Increase Request Fee
which is a fee on Tax Exempt Bond developments that request an increase in their credits. The
proposed fee is 1% of the first year’s credit amount. This type of credit increase was historically
prohibited and therefore no additional work was associated with this stage. Over the past several
years, viathe QAP, thistype of credit increase has become permissible; however, the cost of the extra
work to process these requests was not accounted for. The proposed fee is charged only to those
applicants that make a request and is intended to cover the expense and time of reviewing and acting
on the request.

[I. ADMINISTRATIVE CLARIFICATIONS AND CORRECTIONS
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849.3(82)- Definition of Urban/ Exurban
An administrative change was made to clarify the definition of Urban/ Exurban so that the
geographical descriptions are more clear.
(82) Urban/Exurban Area- An incorporated place or census designated place with:
A) apopulation greater than 20,000; or
B) of any population size that shares a boundary with an incorporated
place or census designated place with a population greater than 20,000 in an MSA;
and

C) that does not meet the qualifications for a Rural Areaas defined in
paragraph 70(C) of this section.

849.8(d)(3)(B)(iv) - Pre-Application Evaluation Process
An administrative change was made to correct the February 25, 2004, date to February 25, 2005.

849.9(c), (d), and (e) — Threshold Criteria
An administrative change was made to the phrase “at least seven days’ in these sections. It was
changed to “at least 14 days’ to make this language consistent with 849.9(e)(1).

849.9(f)(14)(D)(ii) — Threshold Criteria
An administrative change was made to dates so that “2005” replaces “2004".
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2005 Housing Tax Credit Program DRAFT Qualified Allocation Plan and Rules

§60-49.1. Purpose, Program Statement, Allocation Goals.

(a) Purpose. The Rules in this chapter apply to the allocation by the Texas Department of Housing and
Community Affairs (the Department) of Housing Tax Credits authorized by applicable federal income tax laws.
The Internal Revenue Code of 1986, §42, as amended, provides for credits against federal income taxes for
owners of qualified low income rental housing Developments. That section provides for the allocation of the
available tax credit amount by state housing credit agencies. Pursuant to Executive Order AWR-92-3 (March 4,
1992), the Department was authorized to make Housing Credit Allocations for the State of Texas. As required by
the Internal Revenue Code, §42(m)(1), the Department developed this Qualified Allocation Plan (QAP) which is
set forth in 8856-49.1 through 56-49.2324 of this title. Sections in this chapter establish procedures for applying
for and obtaining an allocation of Housing Tax Credits, along with ensuring that the proper threshold criteria,
selection criteria, priorities and preferences are followed in making such allocations.

(b) Program Statement. The Department shall administer the program to encourage the development and
preservation of appropriate types of rental housing for households that have difficulty finding suitable,
accessible, affordable rental housing in the private marketplace; maximize the number of suitable, accessible,
affordable residential rental units added to the state’s housing supply; prevent losses for any reason to the
state’s supply of suitable, accessible, affordable residential rental units by enabling the rehabilitation of rental
housing or by providing other preventive financial support; and provide for the participation of for-profit
organizations and provide for and encourage the participation of nonprofit organizations in the acquisition,
development and operation of accessible affordable housing developments in rural and urban communities.
f((2306.6701}

(c) Allocation Goals. It shall be the goal of this Department and the Board, through these provisions, to
encourage diversity through broad geographic allocation of tax credits within the state, and in accordance with
the regional allocation formula, and to promote maximum utilization of the available tax credit amount. The
processes and criteria utilized to realize this goal are described in 8850-49.8 and 506-49.9 of this title, without in
any way limiting the effect or applicability of all other provisions of this title.

860-49.2. Coordination with Rural Agencies.

To assure maximum utilization and optimum geographic distribution of tax credits in rural areas, and to
achieve increased sharing of information, reduction of processing procedures, and fulfillment of Development
compliance requirements in rural areas, the Department has entered into a Memorandum of Understanding
(MOU) with the TX-USDA-RHS to coordinate on existing, rehabilitated, and new construction housing
Developments financed by TX-USDA-RHS; and will jointly administer the Rural Regional Allocation with the Texas
Office of Rural Community Affairs (ORCA). ORCA will assist in developing all Threshold, Selection and
Underwriting Criteria applied to Applications eligible for the Rural Regional Allocation. The Criteria will be
approved by that Agency. To ensure that the Rural Regional Allocation receives a sufficient volume of eligible
Applications, the Department and ORCA shall jointly implement outreach, training, and rural area capacity
building efforts. }(2306.6723})

860-49.3. Definitions.

The following words and terms, when used in this chapter, shall have the following meanings, unless the context
clearly indicates otherwise.

(1) Administrative Deficiencies - The absence of information or a document from the Application which
is important to a review and scoring of the Application asand is required under §850-49.8(d) and 50-49.9(e), (f)
and (g) of this title.

(2) Affiliate - An individual, corporation, partnership, joint venture, limited liability company, trust,
estate, association, cooperative or other organization or entity of any nature whatsoever that directly, or
indirectly through one or more intermediaries, Controls, is Controlled by, or is under common Control with any
other Person, and specifically shall include parents or subsidiaries. Affiliates also include all General Partners,
Special Limited Partners and Principals with at least a 10% ownership interest.

(3) Agreement and Election Statement - A document in which the Development Owner elects,
irrevocably, to fix the Applicable Percentage with respect to a building or buildings, as that in effect for the
month in which the Department and the Development Owner enter into a binding agreement as to the housing
credit dollar amount to be allocated to such building or buildings.

(4) Applicable Fraction - The fraction used to determine the Qualified Basis of the qualified low income
building, which is the smaller of the Unit fraction or the floor space fraction, all determined as provided in the
Code, 842(c)(1).

(5) Applicable Percentage - The percentage used to determine the amount of the Housing Tax Credit, as
defined more fully in the Code, §42(b).
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(A) For purposes of the Application, the Applicable Percentage will be projected at 10 basis points
above the greater of:

(i) the current applicable percentage for the month in which the Application is submitted to the
Department, or

(ii) the trailing 1-year, 2-year or 3-year average rate in effect during the month in which the
Application is submitted to the Department.

(B) For purposes of making a credit recommendation at any other time, the Applicable Percentage
will be based in order of priority on:

(i) The percentage indicated in the Agreement and Election Statement, if executed; or

(i) The actual applicable percentage as determined by the Code, §42(b), if all or part of the
Development has been placed in service and for any buildings not placed in service the percentage will be the
actual percentage as determined by Code, 842(b) for the most current month; or

(iii) The percentage as calculated in subparagraph (A) of this paragraph if the Agreement and
Election Statement has not been executed and no buildings have been placed in service.

(6) Applicant - Any Person or Affiliate of a Person who files a Pre-Application or an Application with the
Department requesting a Housing Credit Allocation. [(2306.6702})

(7) Application - An application, in the form prescribed by the Department, filed with the Department
by an Applicant, including any exhibits or other supporting material. {(2306.6702})

(8) Application Acceptance Period - That period of time during which Applications for a Housing Credit
Allocation from the State Housing Credit Ceiling may be submitted to the Department as more fully described in
§850-49.9(a) and 50-49.2122 of this title. For Tax Exempt Bond Developments this period is that period of time
prior to the deadline stated in §50-49.12 of this title.

(9) Application Round - The period beginning on the date the Department begins accepting Applications
for the State Housing Credit Ceiling and continuing until all available Housing Tax Credits from the State Housing
Credit Ceiling (as stipulated by the Department) are allocated, but not extending past the last day of the
calendar year. [(2306.6702})

(10) Application Submission Procedures Manual - The manual produced and amended from time to time
by the Department which sets forth procedures, forms, and guidelines for the filing of Pre-Applications and
Applications for Housing Tax Credits.

(11) Area Median Gross Income (AMGI) - Area median gross household income, as determined for all
purposes under and in accordance with the requirements of the Code, §42.

(12) At-Risk Development - a Development that:

(A) has received the benefit of a subsidy in the form of a below-market interest rate loan, interest
rate reduction, eguity—incentive—rental subsidy, Section 8 housing assistance payment, rental supplement
payment, rental assistance payment, or equity incentive under the following federal laws, as applicable:

(i) Sections 221(d)(3), (4) and (5), National Housing Act (12 U.S.C. Section 17151});

(i) Section 236, National Housing Act (12 U.S.C. Section 1715z-1);

(iii) Section 202, Housing Act of 1959 (12 U.S.C. Section 1701q);

(iv) Section 101, Housing and Urban Development Act of 1965 (12 U.S.C. Section 1701s);

(v) any project-based assistance authority pursuant to Section 8 of the U.S. Housing Act of 1937;

(vi) Sections 514, 515, 516, and 538 Housing Act of 1949 (42 U.S.C. Sections 1484, 1485, and
1486); and

(vii) Section 42, of the Internal Revenue Code of 1986 (26 U.S.C. Section 42), and

(B) is subject to the following conditions:

(i) the stipulation to maintain affordability in the contract granting the subsidy is nearing
expiration (expiration will occur within two calendar years of July 31 of the year the Application is submitted);
or

(ii) the federally insured mortgage on the Development is eligible for prepayment or is nearing
the end of its mortgage term (the term will end within two calendar years of July 31 of the year the Application
is submitted).

(C) An Application for a Development that includes the demolition of the existing Units which have
received the financial benefit described in subparagraph (A) of this paragraph will not qualify as an At-Risk
Development unless the redevelopment will include the same site, except that a Housing Authority proposing
reconstruction of public housing, supplemented with HOPE VI funding or funding from their capital grant fund,
will be qualified as an At-Risk Development |f |t meets the requwements described in §5&49 7(b)(_)(3) of thls
t|tIe ;

(D) With the exception of Housing Authorities proposing reconstruction of public housing,

supplemented with HOPE VI funding or funding from their capital grant fund, Developments must be at risk of
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losing all affordability on the site. However, Developments that have an opportunity to retain or renew any of
the financial benefit described in subparagraph (A) of this paragraph must retain or renew all possible financial
benefit to qualify as an At-Risk Development. [(2306.6702})

(13) Bedroom - A portion of a Unit set aside for sleeping which is no less than 100 square feet; has no
width or length less than 8 feet; has at least one window that provides exterior access; and has at least one
closet that is not less than 2 feet deep and 3 feet wide and high enough to accommodate 5 feet of hanging
space.

(14) Board - The governing Board of the Department. [(2306.004})

(15) Carryover Allocation - An allocation of current year tax credit authority by the Department
pursuant to the provisions of the Code, §42(h)(1)(E) and Treasury Regulations, §1.42-6.

(16) Carryover Allocation Document - A document issued by the Department, and executed by the
Development Owner, pursuant to 856-49.14 of this title.

(17) Carryover Allocation Procedures Manual - The manual produced and amended from time to time
by the Department which sets forth procedures, forms, and guidelines for filing Carryover Allocation requests.

(18) Code - The Internal Revenue Code of 1986, as amended from time to time, together with any
applicable regulations, rules, rulings, revenue procedures, information statements or other official
pronouncements issued thereunder by the United States Department of the Treasury or the Internal Revenue
Service.

(19) Colonia - A geographic area located in a county some part of which is within 150 miles of the
international border of this state and that:

(A) has a majority population composed of individuals and families of low income and very low
income, based on the federal Office of Management and Budget poverty index, and meets the qualifications of
an economically distressed area under §17.921, Water Code; or

(B) has the physical and economic characteristics of a colonia, as determined by the Texas Water
Development Board.

(20) Commitment Notice - A notice issued by the Department to a Development Owner pursuant to
850-49.13 of this title and also referred to as the "commitment.”

(21) Compliance Period - With respect to a building, the period of 15 taxable years, beginning with the
first taxable year of the Credit Period pursuant to the Code, 842(i)(1).

(22) Control - (including the terms "Controlling," "Controlled by, and/or "under common Control with")
the possession, directly or indirectly, of the power to direct or cause the direction of the management and
policies of any Person, whether through the ownership of voting securities, by contract or otherwise, including
specifically ownership of more than 50% of the General Partner interest in a limited partnership, or designation
as a managing General Partner of a limited liability company.

(23) Cost Certification Procedures Manual - The manual produced and amended from time to time by
the Department which sets forth procedures, forms, and guidelines for filing requests for IRS Form(s) 8609 for
Developments placed in service under the Housing Tax Credit Program.

(24) Credit Period - With respect to a building within a Development, the period of ten taxable years
beginning with the taxable year the building is placed in service or, at the election of the Development Owner,
the succeeding taxable year, as more fully defined in the Code, §42(f)(1).

(25) Department - The Texas Department of Housing and Community Affairs, an agency of the State of
Texas, established by Chapter 2306, Texas Government Code, including Department employees and/or the
Board. {(2306.004})

(26) Determination Notice - A notice issued by the Department to the Development Owner of a Tax
Exempt Bond Development which states that the Development may be eligible to claim Housing Tax Credits
without receiving an allocation of Housing Tax Credits from the State Housing Credit Ceiling because it satisfies
the requirements of this QAP; sets forth conditions which must be met by the Development before the
Department will issue the IRS Form(s) 8609 to the Development Owner; and specifies the Department’s
determination as to the amount of tax credits necessary for the financial feasibility of the Development and its
viability as a rent restricted Development throughout the affordability period.

(27) Developer - Any Person entering into a contract with the Development Owner to provide
development services with respect to the Development and receiving a fee for such services (which fee cannot
exceed 15% of the Eligible Basis) and any other Person receiving any portion of such fee, whether by subcontract
or otherwise.

(28) Development - A proposed qualified low income housing project, for new construction or
rehabilitation, as defined by the Code, 842(g), that consists of one or more buildings containing multiple Units,
and that, if the Development shall consist of multiple buildings, is financed under a common plan and is owned
by the same Person for federal tax purposes, and the buildings of which are either:

(A) located on a single site or contiguous site; or
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(B) located on scattered sites and contain only rent-restricted units. }(2306.6702})

(29) Development Consultant - Any Person (with or without ownership interest in the Development) who
provides professional services relating to the filing of an Application, Carryover Allocation Document, and/or
cost certification documents.

(30) Development Owner - Any Person, General Partner, or Affiliate of a Person who owns or proposes a
Development or expects to acquire Control of a Development under a purchase contract approved by the
Department. {(2306.6702})

(31) Development Team - All Persons or Affiliates thereof that play a role in the development,
construction, rehabilitation, management and/or continuing operation of the subject Property, which will
include any Development Consultant and Guarantor.

(32) Economically Distressed Area - Consistent with §17.921 of Texas Water Code, an area in which:

(A) water supply or sewer services are inadequate to meet minimal needs of residential users as
defined by Texas Water Development Board rules;

(B) financial resources are inadequate to provide water supply or sewer services that will satisfy
those needs; and

(C) an established residential subdivision was located on June 1, 1989, as determined by the Texas
Water Development Board.

(33) Eligible Basis - With respect to a building within a Development, the building's Eligible Basis as
defined in the Code, §42(d).

(34) Executive Award and Review Advisory Committee (“The Committee”) - A Departmental
committee that will make funding and commitment recommendations to the Board based upon the evaluation of
an Application in accordance with the housing priorities as set forth in Chapter 2306 of the Texas Government
Code, and as set forth herein, and the ability of an Applicant to meet those priorities. [(2306.6702})

(35) Extended Housing Commitment - An agreement between the Department, the Development Owner
and all successors in interest to the Development Owner concerning the extended housing use of buildings within
the Development throughout the extended use period as provided in the Code, §42(h)(6). The Extended Housing
Commitment with respect to a Development is expressed in the LURA applicable to the Development.

(36) General Contractor - One who contracts for the construction or rehabilitation of an entire
Development, rather than a portion of the work. The General Contractor hires subcontractors, such as plumbing
contractors, electrical contractors, etc., coordinates all work, and is responsible for payment to the
subcontractors. This party may also be referred to as the "contractor."

(37) General Partner - That partner, or collective of partners, identified as the general partner of the
partnership that is the Development Owner and that has general liability for the partnership. In addition, unless
the context shall clearly indicate the contrary, if the Development Owner in question is a limited liability
company, the term “General Partner” shall also mean the managing member or other party with management
responsibility for the limited liability company.

(38) Governmental Entity - Includes federal or state agencies, departments, boards, bureaus,
commissions, authorities, and political subdivisions, special districts and other similar entities.

(39) Guarantor - Means any Person that provides, or is anticipated to provide, a guaranty for the equity
or debt financing for the Development.

(40) Historic Development - A residential Development that has received a historic property designation
by a federal, state or local government entity.

(41) Historically Underutilized Businesses (HUB) - Any entity defined as a historically underutilized
business with its principal place of business in the State of Texas in accordance with Chapter 2161, Texas
Government Code.

(42) Housing Credit Agency - A Governmental Entity charged with the responsibility of allocating
Housing Tax Credits pursuant to the Code, 842. For the purposes of this title, the Department is the sole "Housing
Credit Agency" of the State of Texas.

(43) Housing Credit Allocation - An allocation by the Department to a Development Owner of Housing
Tax Credit in accordance with the provisions of this title.

(44) Housing Credit Allocation Amount - With respect to a Development or a building within a
Development, that amount the Department determines to be necessary for the financial feasibility of the
Development and its viability as a Development throughout the affordability period and which it allocates to the
Development.

(45) Housing Tax Credit (“tax credits”) - A tax credit allocated, or for which a Development may
qualify, under the Housing Tax Credit Program, pursuant to the Code, §842. }(2306.6702})

(46) HUD - The United States Department of Housing and Urban Development, or its successor.

(47) Ineligible Building Types - Those Developments which are ineligible, pursuant to this QAP, for
funding under the Housing Tax Credit Program, as follows:
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(A) Hospitals, nursing homes, trailer parks, dormitories (or other buildings that will be predominantly
occupied by students) or other facilities which are usually classified as transient housing (other than certain
specific types of transitional housing for the homeless and single room occupancy units, as provided in the Code,
8842(i)(3)(B)(iii) and (iv)) are not eligible. However, structures formerly used as hospitals, nursing homes or
dormitories are eligible for Housing Tax Credits if the Development involves the conversion of the building to a
non-transient multifamily residential development.

(B) Any Qualified Elderly Development of two stories or more that does not include elevator service
for any Units or living space above the first floor.

(C) Any Qualified Elderly Development with any Units having more than two bedrooms.

(D) Any Development with building(s) with four or more stories that does not include an elevator.

(E) Any Development proposing new construction, other than a Development (new construction or
rehabilitation) composed entirely of single-family dwellings, having any Units with four or more bedrooms.

(F) Any Development that violates the Integrated Housing Policy of the Department.

(G) Any Development involving any new construction of additional Units (other than a Qualified
Elderly Development, a single family development or a transitional housing development) in which any of the
designs in clauses (i) through (iii) of this subparagraph are proposed. For purposes of this limitation, a den, study
or other similar space that could reasonably function as a bedroom will be considered a bedroom._An Application
may reflect a total of Units for a given bedroom size greater than the percentages stated below to the extent
that the increase is only to reach the next highest number divisible by four.

(i) more than 60% of the total Units are one bedroom Units; or
(ii) more than 45% of the total Units are two bedroom Units; or
(iiif) more than 35% of the total Units are three bedroom Units.

(48) IRS - The Internal Revenue Service, or its successor.

(49) Land Use Restriction Agreement (LURA) - An agreement between the Department and the
Development Owner which is binding upon the Development Owner’s successors in interest, that encumbers the
Development with respect to the requirements of this chapter, Chapter 2306, Texas Government Code, and the
requirements of the Code, §42. [(2306.6702})

(51) Minority Owned Business - A business entity at least 51% of which is owned by members of a
minority group or, in the case of a corporation, at least 51% of the shares of which are owned by members of a
minority group, and that is managed and Controlled by members of a minority group in its daily operations.
Minority group includes women, African Americans, American Indians, Asian Americans, and Mexican Americans
and other Americans of Hispanic origin. {(2306.6734})

(52) ORCA - Office of Rural Community Affairs, as established by Chapter 487 of Texas Government
Code. §(2306.6702})

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

(54) Persons with Disabilities - A person who:

(A) has a physical, mental or emotional impairment that:
(i) is expected to be of a long, continued and indefinite duration,
(i) substantially impedes his or her ability to live independently, and
(iii) is of such a nature that the disability could be improved by more suitable housing conditions,
(B) has a developmental disability, as defined in the Developmental Disabilities Assistance and Bill of
Rights Act (42 U.S.C. Section 15002),0r
(C) has a disability, as defined in 24 CFR §5.403.

(55) Pre-Application - A preliminary application, in a form prescribed by the Department, filed with the
Department by an Applicant prior to submission of the Application, including any required exhibits or other
supporting material, as more fully described in §850-49.8 and 56-49.2122 of this title.
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(56) Pre-Application Acceptance Period - That period of time during which Pre-Applications for a
Housing Credit Allocation from the State Housing Credit Ceiling may be submitted to the Department.

(57) Principal - the term Principal is defined as Persons that will exercise Control over a partnership,
corporation, limited liability company, trust, or any other private entity. In the case of:

(A) partnerships, Principals include all General Partners and Special LP and Principals with at least
10% ownership interest ;

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

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

(58) Prison Community - A city or town which is located outside of a Metropolitan Statistical Area (MSA)
or Primary Metropolitan Statistical Area (PMSA) and was awarded a state prison within the past five years.

(59) Property - The real estate and all improvements thereon which are the subject of the Application
(including all items of personal property affixed or related thereto), whether currently existing or proposed to
be built thereon in connection with the Application.

(60) Qualified Allocation Plan (QAP) -

(A) As defined in 842(m)(1)(B): Any plan which sets forth selection criteria to be used to determine
housing priorities of the housing credit agency which are appropriate to local conditions; which also gives
preference in allocating housing credit dollar amounts among selected projects to projects serving the lowest
income tenants, projects obligated to serve gqualified tenants for the longest periods, and projects which are
located in qualified census tracts and the development of which contributes to a concerted community
revitalization plan; and which provides a procedure that the agency (or an agent or other private contractor of
such agency) will follow in monitoring for noncompliance with the provisions of 8§42 and in notifying the Internal
Revenue Service of such noncompliance which such agency becomes aware of and in monitoring for
noncompliance with habitability standards through regular site visits.

(B) As defined in Section 2306.6702, Texas Government Code: A plan adopted by the board under
this subchapter that provides the threshold, scoring, and underwriting criteria based on housing priorities of the
department that are appropriate to local conditions; provides a procedure for the department, the department's
agent, or another private contractor of the department to use in monitoring compliance with the qualified
allocation plan and this subchapter; and consistent with Section 2306.6710(e), gives preference in housing tax
credit allocations to developments that, as compared to the other developments:

(i) when practicable and feasible based on documented, committed, and available third-party
funding sources, serve the lowest income tenants per housing tax credit; and
(ii) produce for the longest economically feasible period the greatest number of high quality
units committed to remaining affordable to any tenants who are income-eligible under the low income
housing tax credit program.

(61) Qualified Basis - With respect to a building within a Development, the building's Eligible Basis
multiplied by the Applicable Fraction, within the meaning of the Code, §842(c)(1).

(62) Qualified Census Tract - Any census tract which is so designated by the Secretary of HUD in
accordance with the Code, §42(d)(5)(C)(ii).
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(63) Qualified Elderly Development - A Development which meets the requirements of the federal Fair

Housing Act and:

(A) is intended for, and solely occupied by, individuals 62 years of age or older; or

(B) is intended and operated for occupancy by at least one individual 55 years of age or older per
Unit, where at least 80% of the total housing Units are occupied by at least one individual who is 55 years of age
or older; and where the Development Owner publishes and adheres to policies and procedures which
demonstrate an intent by the owner and manager to provide housing for individuals 55 years of age or older.
(See 42 U.S.C. Section 3607(b)).

(64) Qualified Market Analyst - A real estate appraiser certified or licensed by the Texas Appraiser or
Licensing and Certification Board or a real estate consultant or other professional currently active in the subject
property's market area who demonstrates competency, expertise, and the ability to render a high quality written
report. The individual's performance, experience, and educational background will provide the general basis for
determining competency as a Market Analyst. Competency will be determined by the Department, in its sole
discretion. The Qualified Market Analyst must be a Third Party.

(65) Qualified Nonprofit Organization - An organization that is described in the Code, §501(c)(3) or (4),
as these cited provisions may be amended from time to time, that is exempt from federal income taxation under
the Code, §501(a), that is not affiliated with or Controlled by a for profit organization, and includes as one of its
exempt purposes the fostering of low income housing within the meaning of the Code, 842(h)(5)(C). A Qualified
Nonprofit Organization may select to compete in one or more of the Set-Asides, including, but not limited to,
the nonprofit Set-Aside, the At-Risk Development Set-Aside and the TX-USDA-RHS AllocationSet-Aside.

(66) Qualified Nonprofit Development - A Development in which a Qualified Nonprofit Organization
(directly or through a partnership or wholly-owned subsidiary) holds a controlling interest, materially
participates (within the meaning of the Code, §469(h), as it may be amended from time to time) in its
development and operation throughout the Compliance Period, and otherwise meets the requirements of the
Code, §42(h)(5). (2306.6729})

(67) Reference Manual - That certain manual, and any amendments thereto, produced by the
Department which sets forth reference material pertaining to the Housing Tax Credit Program.

(68) Related Party - As defined,

(A) The following individuals or entities:
(i) the brothers, sisters, spouse, ancestors, and descendants of a person within the third degree
of consanguinity, as determined by Chapter 573, Texas Government Code;
(i) a person and a corporation, if the person owns more than 50 percent of the outstanding
stock of the corporation;
(iii) two or more corporations that are connected through stock ownership with a common
parent possessing more than 50 percent of:
() the total combined voting power of all classes of stock of each of the corporations that
can vote;
(1) the total value of shares of all classes of stock of each of the corporations; or
(Il the total value of shares of all classes of stock of at least one of the corporations,
excluding, in computing that voting power or value, stock owned directly by the other corporation;
(iv) agrantor and fiduciary of any trust;
(v) a fiduciary of one trust and a fiduciary of another trust, if the same person is a grantor of
both trusts;
(vi) a fiduciary of a trust and a beneficiary of the trust;
(vii) a fiduciary of a trust and a corporation if more than 50 percent of the outstanding stock of
the corporation is owned by or for:
() the trust; or
(1) a person who is a grantor of the trust;
(viii) a person or organization and an organization that is tax-exempt under the Code, §501(a),
and that is controlled by that person or the person's family members or by that organization;
(ix) a corporation and a partnership or joint venture if the same persons own more than:
(1) 50 percent of the outstanding stock of the corporation; and
(I) 50 percent of the capital interest or the profits' interest in the partnership or joint
venture;
(X) an S corporation and another S corporation if the same persons own more than 50 percent of
the outstanding stock of each corporation;
(xi) an S corporation and a C corporation if the same persons own more than 50 percent of the
outstanding stock of each corporation;
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(xii) a partnership and a person or organization owning more than 50 percent of the capital
interest or the profits' interest in that partnership; or

(xiii) two partnerships, if the same person or organization owns more than 50 percent of the
capital interests or profits' interests.

Nothing in this definition is intended to constitute the Department’s determination as to what
relationship might cause entities to be considered “related” for various purposes under the Code.

(69) Rules - The Department's Housing Tax Credit Qualified Allocation Plan and Rules as presented in this
title.

(70) Rural Area - An area that is located:

(A) outside the boundaries of a primary metropolitan statistical area or a metropolitan statistical
area;

(B) within the boundaries of a primary metropolitan statistical area or a metropolitan statistical
area, if the statistical area has a population of 20,000 or less and does not share a boundary with an urban area;
or

(C) in an area that is eligible for new construction or rehabilitation funding by TX-USDA-RHS.
f(2306.6702})

(71) Rural Development - A Development located within a Rural Area and for which the Applicant
applies for tax credits under the Rural Regional Allocation.

(72) Selection Criteria - Criteria used to determine housing priorities of the State under the Housing Tax
Credit Program as specifically defined in §58-49.9(g) of this title.

(73) Set-Aside - A reservation of a portion of the available Housing Tax Credits to provide financial
support for specific types of heusing-or-geographiclocations-or-serve-specific-types-ofApplications or Applicants
as requiredpermitted by the Qualified Allocation Plan on a priority basis. £(2306.6702})

(74) State Housing Credit Ceiling - The limitation imposed by the Code, 842(h), on the aggregate
amount of Housing Credit Allocations that may be made by the Department during any calendar year, as
determined from time to time by the Department in accordance with the Code, §42(h)(3).

(75) Student Eligibility - Per the Code, 842(i)(3)(D), “A unit shall not fail to be treated as a low-income
unit merely because it is occupied:

(A) by an individual who is:

(i) a student and receiving assistance under Title IV of the Social Security Act (42 U.S.C. 8§ 601
et seq.), or

(ii) enrolled in a job training program receiving assistance under the Job Training Partnership Act
(29 USCS 8§ 1501 et seq., generally; for full classification, consult USCS Tables volumes) or under other similar
Federal, State, or local laws, or

(B) entirely by full-time students if such students are:

(i) single parents and their children and such parents and children are not dependents (as
defined in section 152) of another individual, or
(i) married and file a joint return.”

(76) Tax Exempt Bond Development - A Development which receives a portion of its financing from the
proceeds of tax exempt bonds which are subject to the state volume cap as described in the Code, §42(h)(4),
such that the Development does not receive an allocation of tax credit authority from the State Housing Credit
Ceiling.

(77) Third Party - A Third Party is a Person who is not an:

(A) Applicant, General Partner, Developer, or General Contractor, or

(B) an Affiliate or a Related Party to the Applicant, General Partner, Developer or General

Contractor, or

(C) Person(s) receiving any portion of the contractor fee or developer fee.

(78) Threshold Criteria - Criteria used to determine whether the Development satisfies the minimum
level of acceptability for consideration as specifically defined in §56-49.9(f) of this title. }(2306.6702})

(79) Total Housing Development Cost - The total of all costs incurred or to be incurred by the
Development Owner in acquiring, constructing, rehabilitating and financing a Development, as determined by
the Department based on the information contained in the Application. Such costs include reserves and any
expenses attributable to commercial areas. Costs associated with the sale or use of Housing Tax Credits to raise
equity capital shall also be included in the Total Housing Development Cost. Such costs include but are not
limited to syndication and partnership organization costs and fees, filing fees, broker commissions, related
attorney and accounting fees, appraisal, engineering, and the environmental site assessment.

(80) TX-USDA-RHS - The Rural Housing Services (RHS) of the United States Department of Agriculture
(USDA) serving the State of Texas (formerly known as TxFmHA) or its successor.
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(81) Unit - Any residential rental unit in a Development consisting of an accommodation including a
single room used as an accommodation on a non-transient basis, that contains complete physical facilities and
fixtures for living, sleeping, eating, cooking and sanitation. }(2306.6702})

(82) Urban/Exurban Area- An incorporated place or census designated place with:

(A) a population greater than 20,000; or

(B) of any population size that shares a boundary with an incorporated place or census designated
place with a population greater than 20,000 in an MSA; and

(C) that does not meet the qualifications for a Rural Area as defined in paragraph 70(C) of this
section.

§50-49.4. State Housing Credit Ceiling.

The Department shall determine the State Housing Credit Ceiling for each calendar year as provided in the
Code, 842(h)(3)(C), using such information and guidance as may be made available by the Internal Revenue
Service. The Department shall publish each such determination in the Texas Register within 30 days after the
receipt of such information as is required for that purpose by the Internal Revenue Service. The aggregate
amount of commitments of Housing Credit Allocations made by the Department during any calendar year shall
not exceed the State Housing Credit Ceiling for such year as provided in the Code, §42. Housing Credit
Allocations made to Tax Exempt Bond Developments are not included in the State Housing Credit Ceiling.

§60-49.5. Ineligibility, Disqualification and Debarment, Applicant Standards, Representation by
Former Board Member or Other Person.

(a) Ineligibility. An Application will be ineligible if:

(1) The Applicant, Development Owner, Developer or Guarantor has been or is barred, suspended, or
terminated from procurement in a state or federal program or listed in the List of Parties Excluded from Federal
Procurement or Non-Procurement Programs; or,

(2) The Applicant, Development Owner, Developer or Guarantor has been convicted of a state or
federal crime involving fraud, bribery, theft, misrepresentations of material facts, misappropriation of funds, or
other similar criminal offenses within fifteen years preceding the Application deadline; or,

(3) The Applicant, Development Owner, Developer or Guarantor at the time of Application is: subject to
an enforcement or disciplinary action under state or federal securities law or by the NASD; is subject to a federal
tax lien; or is the subject of an enforcement proceeding with any Governmental Entity; or

(4) The Applicant, Development Owner, Developer or Guarantor with any past due audits has not
submitted those past due audits to the Department in a satisfactory format on or before the close of the
Application Acceptance Period. A Person is not eligible to receive a commitment of Housing Tax Credits from the
Department if any audit finding or questioned or disallowed cost is unresolved as of June 1 of each year, or for
Tax Exempt Bond Developments is unresolved as of the date the Application is submitted; or

(5) f(2306.6703—as—amended]) At the time of Application or at any time during the two-year period
preceding the date the Application Round begins (or for Tax Exempt Bond Developments any time during the
two-year period preceding the date the Application is submitted to the Department), the Applicant or a Related
Party is or has been:

(A) a member of the Board; or

(B) the Executive Director, a Deputy Executive Director, the Director of Multifamily Finance
Production, the Director of Portfolio Management and Compliance, the Director of Real Estate Analysis, or a
manager over housing tax credits employed by the Department.

(6) f(2306.6703}) The Applicant proposes to replace in less than 15 years any private activity bond
financing of the Development described by the Application, unless:

(A) the Applicant proposes to maintain for a period of 30 years or more 100 percent of the
Development Units supported by Housing Tax Credits as rent-restricted and exclusively for occupancy by
individuals and families earning not more than 50 percent of the Area Median Gross Income, adjusted for family
size; and

(B) at least one-third of all the units in the Development are public housing units or Section 8
Development-based units; or,

(7) The Development is located in a municipality or, if located outside a municipality, a county, that has
more than twice the state average of units per capita supported by Housing Tax Credits or private activity bonds
at the time the Application Round begins (or for Tax Exempt Bond Developments at the time the reservation is
made by the Texas Bond Review Board) unless the Applicant:

(A) has obtained prior approval of the Development from the governing body of the appropriate
municipality or county containing the Development in the form of a resolution; and
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(B) has included in the Application a written statement of support from that governing body
referencing this rule and authorizing an allocation of housing tax credits for the Development;

(C) For purposes of this paragraph, evidence under subparagraphs (A) and (B) must be received by
the Department no later than April 1, 2005 (or for Tax Exempt Bond Developments no later than 14 days before
the Board meeting where the credits will be considered);or

(8) The Applicant proposes to construct a new Development that is located one linear mile (measured by
a straight line on a map) or less from a Development that:

(A) serves the same type of household as the new Development, regardless of whether the
Developments serve families, elderly individuals, or another type of household;

(B) has received an allocation of Housing Tax Credits (including Tax Exempt Bond Developments) for
new construction at any time during the three-year period preceding the date the application round begins (or
for Tax Exempt Bond Developments the three-year period preceding the date the Volume I is submitted); and

(©) has not been withdrawn or terminated from the Housing Tax Credit Program.

(D) An Application is not ineligible under this paragraph if:

(i) the Development is using federal HOPE VI funds received through the United States
Department of Housing and Urban Development; locally approved funds received from a public improvement
district or a tax increment financing district; funds provided to the state under the Cranston-Gonzalez National
Affordable Housing Act (42 U.S.C. Section 12701 et seq.); or funds provided to the state and participating
jJurisdictions under the Housing and Community Development Act of 1974 (42 U.S.C. Section 5301 et seq.); or

(ii) the Development is located in a county with a population of less than one million; or

(iii) the Development is located outside of a metropolitan statistical area; or

(iv) the local government where the Development is to be located has by vote specifically
allowed the construction of a new Development located within one linear mile or less from a Development
described under subparagraphs (A) through (C) of this paragraph. For purposes of this clause, evidence of the
local government vote must be received by the Department no later than April 1, 2005 (or for Tax Exempt Bond
Developments no later than 14 days before the Board meeting where the credits will be committed).
{(2306.6703})

(E) In determining the age of an existing development as it relates to the application of the three-
year period, the development will be considered from the date the Board took action on approving the allocation
of tax credits. For example, a Development whose credits were approved by the Board on March 15, 2002, could
not have a new Development located within one mile until March 16, 2005. In dealing with ties between two or
more Developments as it relates to this rule, refer to §50-49.9(h).

(9) A submitted Application has an entire Volume of the application missing; has excessive omissions of
documentation from the Threshold Criteria or Uniform Application documentation; or is so unclear, disjointed or
incomplete that a thorough review can not reasonably be performed by the Department, as determined by the

Department.

(b) Disqualification and Debarment. The Department will disqualify an Application, and/or debar a Person
(see 2306.6721, Texas Government Code), if it is determined by the Department that anythese issues identified
in the paragraphs (&)-threugh<{(6) of this subsection exist. The Department shall debar a Person for no shorter
period than the longer of; one year from the date of debarment, or until the violation causing the debarment has
been remedied. If the Department determines the facts warrant it, a Person may be debarred for up to fifteen

years. Causes for disqualification and debarment include: {(2306.6721})

(1) The provision of fraudulent information, knowingly false documentation, or other intentional or
negligent material misrepresentation in the Application or other information submitted to the Department at any
stage of the evaluatlon or approval process; o,

(23) The Appllcant Development Owner Developer or Guarantor or_anyone that has 10% or more
ownership interest in the Development Owner, Developer or Guarantor that is active in the ownership or Control
of one or more other rent restricted rental housing properties in the state of Texas administeredfunded by the
Department is in Material Non-Compliance with the LURA (or any other document containing an Extended
Housing Commltment) or the program rules in effect for such property as further described ln 10 TAC Section
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(34) The Applicant, Development Owner, Developer or Guarantor or anyone that has 10% or more

ownership interest in the Development Owner, Developer or Guarantor that is active in the ownership or Control
of one or more other rent restricted rental housing properties outside of the state of Texas has an incidence of
Material Nron-Ceompliance with the LURA or the program rules in effect for such tax credlt property as further
described in 10 TAC Section 60.1; or 3

(4) The Applicant, Development Owner, Developer, or any Guarantor, or any Affiliate of such entity has

been a Principal of any entity that failed to make all loan payments to the Department in accordance with the
terms of the loan, as amended, or was otherwise in default with any provisions of any loans from the
Department.

(5) The Applicant or the Development Owner that is active in the ownership or Control of one or more
tax credit properties in the state of Texas has failed to pay in full any fees within 30 days of when they were
billed by the Department-after-the-due-date-has-passed, as further described in §508-49.202% of this title; or

(6) the Applicant or a Related Party_and any Person who is active in the construction, rehabilitation,
ownershlp or Control of the proposed DeveIopment the—Develepment—aner—epth&Ge%ral—Gentraeter—or—any
including a
General Partner or contractor and a PrlnC|paI or Afflllate of a General Partner or contractor or an _individual
employed as a lobbyist by the Applicant or a Related Party, erin-anothercapacity-on-behalfof the Development;

communicates with any Board member with-respect-to-the-Development-during the period of time starting-with
the-time beginning on the date an Application is filedsubmitted-untithe and ending on the date-time- the Board

makes a final decision with respect to any approval of that Application, unless the communication takes place at
any board meeting or public hearing held with respect to that Application. Communication with Department
staff must be in accordance with §56-49.9(b) of this title; violation of the communication restrictions of
850-49.9(b) is also a basis for disqualification and/or debarment. }(2306.1113})

(7) It is determined by the Department’s General Counsel that there is evidence that establishes
probable cause to believe that an Applicant, Development Owner, Developer, or any of their employees or
agents has violated a state revolving door or other standard of conduct or conflict of interest statute, including
Section 2306.6733, Texas Government Code, or a section of Chapter 572, Texas Government Code, in making,
advancing, or supporting the Application.

(8) Applicants may be ineligible as further described in §49.17(c)(8) of this title.

(c) Certain Applicant and Development Standards. Notwithstanding any other provision of this section, the
Department may not allocate tax credits to a Development proposed by an Applicant if the Department
determines that: [(2306.223})

(1) the Development is not necessary to provide needed decent, safe, and sanitary housing at rental
prices that individuals or families of low and very low income or families of moderate income can afford;
(2) the Development Owner undertaking the proposed Development will not supply well-planned and
well-designed housing for individuals or families of low and very low income or families of moderate income;
(3) the Development Owner is not financially responsible;
(4) the Development Owner has contracted, or will contract for the proposed Development with, a
Developer that:
(A) is on the Department's debarred list, including any parts of that list that are derived from the
debarred list of the United States Department of Housing and Urban Development;
(B) has breached a contract with a public agency and failed to cure that breach; or
(C) misrepresented to a subcontractor the extent to which the Developer has benefited from
contracts or financial assistance that has been awarded by a public agency, including the scope of the
Developer's participation in contracts with the agency and the amount of financial assistance awarded to the
Developer by the agency;
(5) the financing of the housing Development is not a public purpose and will not provide a public
benefit; and
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(6) the Development will be undertaken outside the authority granted by this chapter to the
Department and the Development Owner. (See 2306.223, Texas Government Code).

(d) Representation by Former Board Member or Other Person. §(2306.6733})

(1) A former Board member or a former executive director, deputy executive director, director of
multifamily finance production, director of portfolio management and compliance, director of real estate
analysis or manager over housing tax credits previously employed by the Department may not:

(A) for compensation, represent an Applicant or one of its Related Parties for an allocation of tax
credits before the second anniversary of the date that the Board member’s, director’s, or manager’s service in
office or employment with the Department ceased;

(B) represent any Applicant or a Related Party of an Applicant or receive compensation for services
rendered on behalf of any Applicant or Related Party regarding the consideration of an Application in which the
former board member, director, or manager participated during the period of service in office or employment
with the Department, either through personal involvement or because the matter was within the scope of the
board member’s, director’s, or manager’s official responsibility; or for compensation, communicate directly with
a member of the legislative branch to influence legislation on behalf of an Applicant or Related Party before the
second anniversary of the date that the board member’s, director’s, or manager’s service in office or
employment with the Department ceased.

(2) A Person commits an offense if the Person violates this section. An offense under this section is a
Class A misdemeanor. (See 2306.6733, Texas Government Code).

(e)_Due Diligence; Sworn Affidavit. In exercising due diligence in _considering information of possible
ineligibility, possible grounds for disqualification and debarment, Applicant and Development standards, possible
improper _representation or compensation, or similar matters, the Department may request a sworn affidavit or
affidavits from the Applicant, Development Owner, Developer, Guarantor, or other persons addressing the
matter. If an affidavit determined to be sufficient by the Department is not received by the Department within
seven business days of the date of the request by the Department, the Department may terminate the

Application.

(f) Appeals and Administrative Deficiencies for Ineligibility, Disqualification and Debarment. An
Applicant or Person found ineligible, disqualified, debarred or otherwise terminated under subsections (&)
through (e)¢{d) of this section will first be notified in accordance with the Administrative Deficiency process
described in §50-49.9(d)(4){3) of this title. They may also utilize the appeals process described in §56-49.1718(b)
of this title.

860-49.6. Site and Development Restrictions: Floodplain, Ineligible Building Types, Scattered Site
Limitations, Credit Amount, Limitations on the Size of Developments, Rehabilitation Costs.

(a) Floodplain. Any Development proposing new construction located within the 100 year floodplain as
identified by the Federal Emergency Management Agency (FEMA) Flood Insurance Rate Maps must develop the
site so that all finished ground floor elevations are at least one foot above the flood plain and parking and drive
areas are no lower than six inches below the floodplain, subject to more stringent local requirements. If no FEMA
Flood Insurance Rate Maps are available for the proposed Development, flood zone documentation must be
provided from the local government with jurisdiction identifying the 100 year floodplain. No buildings or
roadsbevelepments that are part of a Development proposing rehabilitation, with the exception of developments
with federal funding assistance from HUD or TX USDA-RHS, will be permitted in the 100 year floodplain unless
they already meet the requirements established in this subsection for new construction.

(b) Ineligible Building Types. Applications involving Ineligible Building Types as defined in §50-49.3(47) of
this title will not be considered for allocation of tax credits.

(c) Scattered Site Limitations. Consistent with 850:49.3(28) of this title, a Development must be financed
under a common plan, be owned by the same Person for federal tax purposes, and the buildings may be either
located on a single site or contiguous site, or be located on scattered sites and contain only rent-restricted units.

(d) Credit Amount. The Department shall issue tax credits only in the amount needed for the financial
feasibility and viability of a Development throughout the affordability period. The issuance of tax credits or the
determination of any allocation amount in no way represents or purports to warrant the feasibility or viability of
the Development by the Department, or that the Development will qualify for and be able to claim Housing Tax
Credits. The Department will limit the allocation of tax credits to no more than $1.2 million per Development.
The Department shall not allocate more than $2 million of tax credits in any given Application Round to any
Applicant, Developer, Related Party or Guarantor; Housing Tax Credits approved by the Board during the 2005
calendar year, including commitments from the 2005 Credit Ceiling and forward commitments from the 2006
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Credit Ceiling, are applied to the credit cap limitation for the 2005 Application Round. In order to encourage the
capacity enhancement of developers in rural areas, the Department will prorate the credit amount allocated in
situations where an Application is submitted in the Rural Regional Allocation and the Development has 9646 Units
or less. To be considered for this provision, a copy of a Joint Venture Agreement and narrative on how this
builds the capacity of the inexperienced developers is required. Tax Exempt Bond Development Applications are
not subject to these Housing Tax Credit limitations, and Tax Exempt Bond Developments will not count towards
the total limit on tax credits per Applicant. The limitation does not apply §(2306.6711(b)}):

(1) to an entity which raises or provides equity for one or more Developments, solely with respect to its
actions in raising or providing equity for such Developments (including syndication related activities as agent on
behalf of investors);

(2) to the provision by an entity of "qualified commercial financing" within the meaning of the Code
(without regard to the 80% limitation thereof);

(3) to a Qualified Nonprofit Organization or other not-for-profit entity, to the extent that the
participation in a Development by such organization consists only of the provision of loan funds, grants or social
services; and

(4) to a Development Consultant with respect to the provision of consulting services, provided the
Development Consultant fee received for such services does not exceed 10% of the fee to be paid to the
Developer (or 20% for Qualified Nonprofit Developments), or $150,000, whichever is greater.

(e) Limitations on the Size of Developments.
(1) The minimum Development size will be 16 Units_if the Development involves Housing Tax Credits;
the minimum Development size will be 4 Units if the funding source only involves the Housing Trust Fund or

HOME Program.
(2) Rural Developments involving new constructlon will be I|m|ted to 76 Unlts .-tless-the-Market-Analysis

the#e—w—srgmﬁeant—demand—fee%enel—@m&s— Rural Developments mvolvmg only rehabllltatlon do not have a

size limitation.
(3) Developments involving new construction, that are not Tax Exempt Bond Developments, will be
limited to 252 250 Total Units, wherein the maximum Department administeredrentrestricted Units will be

limited to 200 Units. Tax Exempt Bond Developments will be limited to 252 250 Total Units. These maximum Unit
limitations also apply to those Developments which involve a combination of rehabilitation and new
construction. Developments that consist solely of acquisition/rehabilitation or rehabilitation only may exceed
the maximum Unit restrictions. For those Developments which are a second phase or are otherwise adjacent to
an existing tax credit Development unless such proposed Development is being constructed to provide
replacement of previously existing affordable multifamily units on its site (in a number not to exceed the original
units being replaced) or that were originally located within a one mile radius from the proposed Development,
the combined Unit total for the Developments may not exceed the maximum allowable Development size, unless
the first phase has been completed and has attained Sustaining Occupancy (as defined in §1.31 of this title) for
at least six months.

(f) Limitations on the Location of Developments. Staff will only recommend, and the Board may only
allocate, housing tax credits from the Credit Ceiling to more than one Development in the same calendar year if
the Developments are, or will be, located more than one linear mile apart as determined by the Department. If
the Board forward commits credits from the following year’s allocation of credits, the Development is considered
to be in the calendar year in which the Board votes, not in the year of the Credit Ceiling. This limitation applies
only to communities contained within counties with populations exceeding one million (which for calendar year
2004-2005 are Harris, Dallas, Tarrant and Bexar Counties). For purposes of this rule, any two sites not more than

one Imear mile apart are deemed to be “m a smqle communlty ” Fer—'Fax—Beempt—Bend—Develemqqema—the—yeaF

{_(2306 6711}) This restrlctlon does not apply to the aIIocatlon of housmq tax credlts to Developments flnanced
through the Tax Exempt Bond program, including the Tax Exempt Bond Developments under review and existing
Tax Exempt Bond Developments in the Department’s portfolio. £(2306.670211)

(9) Rehabilitation Costs. Rehabilitation Developments must establish that the rehabilitation will
substantially improve the condition of the housing and will involve at least $6,000 per Unit in direct hard costs.

(h) Unacceptable Sites. Developments will be ineligible if the Development is located on a site that is
determined to be unacceptable by the Department.
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§60-49.7. Regional Allocation Formula, Set-Asides, Redistribution of Credits.

(a) Regional Allocation Formula. §(2306.111¢&)}) As required by 2306.111, Texas Government Code, the
Department uses a regional distribution formula developed by the Department to distribute credits from the
State Housing Credit Ceiling to all urban/exurban areas and rural areas. The formula is based on the need for
housing assistance, and the availability of housing resources in those urban/exurban areas and rural areas, and
the Department uses the information contained in the Department’s annual state low income housing plan and
other appropriate data to develop the formula. This formula establishes separate targeted tax credit amounts
for rural areas and urban/exurban areas within each of the Uniform State Service Regions. Each Uniform State
Service Region’s targeted tax credit amount will be published in—theFexasRegisterand-on the Department’s
web site. The regional allocation for rural areas is referred to as the Rural Regional Allocation and the regional
allocation for urban/exurban areas is referred to as the Urban/Exurban Regional Allocation. Developments
qgualifying for the Rural Regional Allocation must meet the Rural Development definition or be located in a Prison
Community. Approximately 5% of each region’s allocation for each calendar year shall be allocated to
Developments which are financed through TX-USDA-RHS and that meet the definition of a Rural Development and
do not exceed 76 Units if new construction. These Developments will be attributed to the Rural Regional
Allocation in each region where they are located. Developments financed through TX-USDA-RHS's 538 Guaranteed
Rural Rental Housing Program will not be considered under this set-aside._ Commitments of 2005 Housing Tax
Credits issued by the Board in 2004 will be applied to each Set-Aside, Rural Regional Allocation, Urban/Exurban
Regional Allocation and TX-USDA-RHS Allocation for the 2005 Application Round as appropriate.

(b) Set-Asides. An Applicant may elect to compete in as many of the following Set-Asides for which the
proposed Development qualifies: ( 2306.111(d))

(1) At least 10% of the State Housing Credit Ceiling for each calendar year shall be allocated to Qualified
Nonprofit Developments which meet the requirements of the Code, §42(h)(5). Qualified Nonprofit Organizations
must have the Controlling interest in the Qualified Nonprofit Development applying for this Set-Aside. If the
organization’s Application is filed on behalf of a limited partnership, the Qualified Nonprofit Organization must
be the controlling managing General Partner. If the organization’s Application is filed on behalf of a limited
liability company, the Qualified Nonprofit Organization must be the controlling Managing Member. Additionally,
a Qualified Nonprofit Development submitting an Application in the nonprofit set-aside must have the nonprofit
entity or its nonprofit affiliate or subsidiary be the Developer or a co-Developer as evidenced in the development
agreement. [(2306.6729 and 2306.6706(b)})

(2) At least 15% of the allocation to each Uniform State Service Region will be set aside for allocation
under the At-Risk Development Set-Aside. Through this Set-Aside, the Department, to the extent possible, shall
allocate credits to Applications involving the preservatlon of developments designated as At Rlsk Developments
as deflned in §5&49 3(12) of thls t|tIe

: - {_(2306 6714}) A Housmg Authorlty
proposing reconstructlon of publlc housmg supplemented Wlth HOPE VI funding or capital grant funds will be
eligible to participate in this set-aside. In order to qualify for this set-aside, the housing authority providing the
HOPE VI funding must provide evidence that it received a HOPE VI grant from HUD and made a commitment that
HOPE VI funds will be provided to the Development. To qualify as an At-Risk Development, the Applicant (with
the exception of housing authorities with HOPE VI or capital grant funds) must provide evidence that it either is
not eligible to renew, retain or preserve any portion of the financial benefit described in §50-49.3(12)(A) of this
title, or provide evidence that it will renew, retain or preserve the financial benefit described in §56-49.3(12)(A)
of this title.

(c) Redistribution of Credits. §(2306.111(d)}) If any amount of housing tax credits remain after the initial
commitment of housing tax credits among the Rural Regional Allocation and Urban/Exurban Regional Allocation
within each Uniform State Service Region and among the Set-Asides, the Department may redistribute the
credits amongst the different regions and Set-Asides depending on the quality of Applications submitted as
evaluated under the factors described in 850-49.9(d){e} of this title and the level of demand exhibited in the
Uniform State Service Regions during the Allocation Round. However as described in subsection (b)(1) of this
section, no more than 90% of the State's Housing Credit Ceiling for the calendar year may go to Developments
which are not Qualified Nonprofit Developments. If credits will be transferred from a Uniform State Service
Region which does not have enough qualified Applications to meet its regional credit distribution amount, then
those credits will be apportioned to the other Uniform State Service Regions.

860-49.8. Pre-Application: Submission, Evaluation Process, Threshold Criteria and Review,
Results. (2306.6704)
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(a) Pre-Application Submission. Any Applicant requesting a Housing Credit Allocation may submit a Pre-
Application to the Department during the Pre-Application Acceptance Period along with the required Pre-
Application Fee as described in §50:49.202% of this title. Only one Pre-Application may be submitted by an
Applicant for each site under the State Housing Credit Ceiling. The Pre-Application submission is a voluntary
process. While the Pre-Application Acceptance Period is open, Applicants may withdraw their Pre-Application
and subsequently file a new Pre-Application utilizing the original Pre-Application Fee that was paid as long as no
evaluation was performed by the Department. The Department is authorized to request the Applicant to provide
additional information it deems relevant to clarify information contained in the Pre-Application or to submit
documentation for items it considers to be Administrative Deficiencies. The rejection of a Pre-Application shall
not preclude an Applicant from submitting an Application with respect to a particular Development or site at the
appropriate time.

(b) Communication with the Department. Applicants that submit a Pre-Application are restricted from
communication with Department staff as provided in 856-49.9(b) of this title. }(2306.1113})

(c) Pre-Application Evaluatlon Process Ellglble Pre Appllcatlons will be evaluated for Pre Appllcatlon
Threshold Criteria.-
Feetﬁeted—m%de%%(g—}@—ef—thﬁ—mlee Any Appllcatlon from a TX USDA RHS 515 Development (meludmg—new
construction—andonly for rehabilitation) is exempted from the Pre-Application Evaluation Process and will
automatlcally receive the Pre- Application pomts further outlined in Section 49.9(q) of this title.ishoet-eligible-to

Applications involving New Construction that are associated
with a TX-USDA-RHS Development are not exempt from Pre-Application and are eligible to compete for the Pre-
Application points further outlined in §49.9(q) of this title. An Application that has not received confirmation
from the state office of RHS of its financing from TX-USDA-RHS may qualify for Pre-Application points, but such
points shall be withdrawn upon the Development’s receipt of TX-USDA-RHS financing. Pre-Applications that are
found to have Administrative Deficiencies will be handled in accordance with §50-49.9(d)(43) of this title.
Department review at this stage is limited and not all issues of eligibility and threshold are reviewed at Pre-
Application. Acceptance by staff of a Pre-Application does not ensure that an Applicant satisfies all Application
eligibility, Threshold or documentation requirements. The Department is not responsible for notifying an
Applicant of potential areas of ineligibility or threshold deficiencies at the time of Pre-Application.

(d) Pre-Application Threshold Criteria and Review. Applicants submitting a Pre-Application will be required
to submit information demonstrating their satisfaction of the Pre-Application Threshold Criteria. The Pre-
Applications not meeting the Pre-Application Threshold Criteria will be terminated and the Applicant will receive
a written notice to the effect that the Pre-Application Threshold Criteria have not been met. The Department
shall not be responsible for the Applicant’s failure to meet the Pre-Application Threshold Criteria and any failure
of the Department’s staff to notify the Applicant of such inability to satisfy the Pre-Application Threshold
Criteria shall not confer upon the Applicant any rights to which it would not otherwise be entitled. The Pre-
Application Threshold Criteria include:

(1) Submission of a “Pre-Application Submission Form” and “Certification of Pre-Application Total Self-
Scoreing-Ferm;” and
(2) Evidence of site control through March 1, 2005 as evidenced by the documentation required under
§50-49.9(f)(7)(A) of this title.
(3)-Coensistent-with-§50-49-9(H8)}B)-ofthis-title,—eEvidence that all of the notifications required under
this paragraphthat-section have been made. Notifications under clause (B)(i) must be made by the deadlines
described in that clause; notifications under clauses (B)(ii) through (ix) must be made prior to the close of the
Pre-Application Acceptance Period. [(2306.6704}) Evidence of notification must meet the requirements
identified in subparagraph (A) of this paragraph to all of the individuals and entities identified in subparagraph
(B) of this paragraph. Evidence of such notifications shall include a copy of the exact letter and other materials
that were sent to the individual or entity, a sworn certified affidavit stating that they made the notifications
prior to the deadlines and a copy of the entire mailing list (which includes the names and addresses) of all of the
recipients. (2306.6705) (2306.6704)
(A) Each such notice must include, at a minimum, all of the following:
(i) The Applicant’s name, address, individual contact name and phone number;
(ii) The Development name, address, city and county;
(iii) A statement informing the entity or individual being notified that the Applicant is
submitting a request for Housing Tax Credits with the Texas Department of Housing and Community Affairs;
(iv) Statement of whether the Development proposes new construction or rehabilitation;
(v) The type of Development being proposed (single family homes, duplex, apartments,
townhomes, highrise etc.) and population being served (family, transitional, elderly) ;
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(vi) The approximate total number of Units and approximate total number of low income

Units;

(vii) The approximate percentage of Units serving each level of AMGI (e.g. 20% at 50% of
AMGI, etc.) and the percentage of Units that are market rate;

(viii) The number of Units and proposed rents (less utility allowances) for the low income
Units and the number of Units and the proposed rents for any market rate Units. Rents to be provided are those
that are effective at the time of the Pre-Application, which are subject to change as annual changes in the area
median income occur; and

(ix) The expected completion date if credits are awarded.

(B) Notification must be sent to all of the following individuals and entities. Officials to be
notified are those officials in office at the time the Application is submitted.

(i) Notification to Local Elected Officials for Neighborhood Organization Input. Evidence
must be provided that a letter requesting information on neighborhood organizations on record with the state or
county in which the Development is to be located and whose boundaries contain the proposed Development site
and meeting the requirements of “Local Elected Official Notification” as outlined in the Application was sent no
later than January 15, 2005 to the local elected official for the city or if located outside of a city, then the
county where the Development is proposed to be located. If the Development is located in a jurisdiction that has
district based local elected officials, or both at-large and district based local elected officials, the notification
must be made to the city council member or county commissioner representing that district; if the Development
is located in a jurisdiction that has only at-large local elected officials, the notification must be made to the
mayor or county judge for the jurisdiction. A copy of the reply letter or other official third-party documentation
from the local elected official must be provided. For urban/exurban areas, entities identified in the letter from
the local elected official whose boundaries include the proposed Development whose listed address has the same
zip code as the zip code for the Development must be provided with written notification, and evidence of that
notification must be provided. If any other zip codes exist within a half mile of the Development site, then all
entities identified in the letters with those adjacent zip codes must also be provided with written notification,
and evidence of that notification must be provided. For rural areas, all entities identified in the letters whose
listed address is within a half mile of the Development site must be provided with written notification, and
evidence of that notification must be provided. If the Applicant can provide evidence that the proposed
Development is not located within the boundaries of an entity on a list from the local elected officials , then
such evidence in lieu of notification may be acceptable. If no reply letter is received from the local elected
officials by February 25, 2005, (or For Tax Exempt Bond Developments or Applications not applying for Tax
Credits, but applying only for other Multifamily Programs such as HOME, Housing Trust Fund, etc., by 7 days prior
to the submission of the Application) then the Applicant must submit a statement attesting to that fact. If an
Applicant_has knowledge of any neighborhood organizations on record with the state or county in which the
Development is to be located and whose boundaries contain the proposed Development site, the Applicant must
notify those organizations. The Applicant must also certify that any organizations in a response letter that are
not notified do not contain the proposed Development site within their boundaries. In the event that local
elected officials refer the Applicant to another source, the Applicant must also notify that source and request
the same information. If the Applicant has no knowledge of neighborhood organizations within whose boundaries
the Development is proposed to be located, the Applicant must attest to that fact in the format provided by the
Department as part of the Application.

(ii) Superintendent of the school district containing the Development;

(iii) Presiding officer of the board of trustees of the school district containing the Development;

(iv) Mayor of any municipality containing the Development;

(v) All elected members of the governing body of any municipality containing the

Development;
(vi) Presiding officer of the governing body of the county containing the Development;

(vii) All elected members of the governing body of the county containing the Development;
(viii) State senator of the district containing the Development; and
(ix) State representative of the district containing the Development.

(e) Pre-Application Results. Only Pre-Applications which have satisfied all of the Pre-Application Threshold
Criteria requirements set forth in subsection (ed) of this section and §56-49.9(g)(103#) of this title, will be
eligible for Pre-Application points. The order and scores of those Developments released on the Pre-Application
Submission Log do not represent a commitment on the part of the Department or the Board to allocate tax
credits to any Development and the Department bears no liability for decisions made by Applicants based on the
results of the Pre-Application Submission Log. Inclusion of a Development on the Pre-Application Submission Log
does not ensure that an Applicant will receive points for a Pre-Application.
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860-49.9. Application: Submission, Adherence to Obligations, Evaluation Process, Required Pre-
Certification and Acknowledgement, Threshold Criteria, Selection Criteria, Evaluation Factors,
Staff Recommendations.

(a) Application Submission. Any Applicant requesting a Housing Credit Allocation or a Determination Notice
must submit an Application, and the required Application fee as described in §58-49.2021 of this title, to the
Department during the Application Acceptance Period. Only complete Applications will be accepted. All required
volumes must be appropriately bound as required by the Application Submission Procedures Manual and fully
complete for submlssmn and recelved by the Department not Iater than 5: 00 p.m. on the date the Appllcatlon is

hmted%bm%sm#aﬁeHhe—elese—e#the—Pm—Apphea&ew@yele—Only one Appllcatlon may be submltted for a

site in an Application Round. While the Application Acceptance Period is open, Applicants may withdraw their
Application and subsequently file a new Application utilizing the original Pre-Application Fee that was paid as
long as no evaluation was performed by the Department. The Department is authorized, but not required, to
request the Applicant to provide additional information it deems relevant to clarify information contained in the
Application or to submit documentation for items it considers to be an Administrative Deficiency, including both
threshold and selection criteria documentation. (2306.6708}) An Applicant may not change or supplement an
Application in any manner after the filing deadline, and may not add any set-asides, increase their credit
amount, or revise their unit mix (both income levels and bedroom mixes), except in response to a direct request
from the Department to remedy an Administrative Deficiency as further described in 850-49.3(1) of this title or
to-theby amendment of an Application after a commitment or allocation of tax credits as further described in
§50-49.1748 of this title.

(b) Communication with Department Employees. Communication with Department staff by Applicants that
submit a Pre-Application or Application must follow the following requirements. During the period beginning on
the date a Development Pre-Application or Application is filed and ending on the date the Board makes a final
decision with respect to any approval of that Application, the Applicant or a Related Party, and any Person that
is_active in the construction, rehabilitation, ownership or Control of the proposed Development including a
General Partner or contractor and a Principal or Affiliate of a General Partner or contractor, or individual
employed as a lobbyist by the Applicant or a Related Party, may communicate with an employee of the
Department about the Application orally or in written form, which includes electronic communications through
the Internet, so long as that communication satisfies the conditions established under paragraphs (1) through (3)
of this subsection. 849.5(b)(7) of this title applies to all communication with Board members. Communications
with Department employees is unrestricted during any board meeting or public hearing held with respect to that
Application.

(1) The communication must be restricted to technical or administrative matters directly affecting the
Application;

(2) The communication must occur or be received on the premises of the Department during established
business hours;

(3) a record of the communication must be maintained by the Department and included with the
Application for purposes of board review and must contain the date, time, and means of communication; the
names and position titles of the persons involved in the communication and, if applicable, the person's
relationship to the Applicant; the subject matter of the communication; and a summary of any action taken as

a result of the commumcatlon (2306 1113)

Page 18 of 74



2005 Housing Tax Credit Program DRAFT Qualified Allocation Plan and Rules

(c) Adherence to Obligations. £(2306.6720}) All representations, undertakings and commitments made by an
Applicant in the application process for a Development, whether with respect to Threshold Criteria, Selection
Criteria or otherwise, shall be deemed to be a condition to any Commitment Notice, Determination Notice, or
Carryover Allocation for such Development, the violation of which shall be cause for cancellation of such
Commitment Notice, Determination Notice, or Carryover Allocation by the Department, and if concerning the
ongoing features or operation of the Development, shall be enforceable even if not reflected in the LURA. All
such representations are enforceable by the Department and the tenants of the Development, including
enforcement by administrative penalties for failure to perform, in accordance with the LURA. To protect the
integrity of the Department’s processes and decisions, evidence of false statements or misrepresentations from
applicant representatives, neighborhood representatives, or other persons will be considered for appropriate
action, including terminating the Application, rejecting neighborhood organization letters for scoring, and
possible referral to local district and county attorneys.

(d) Evaluation Process. Applications will be reviewed according to the process outlined in this
subsection. An Application, during any of these stages of review, may be determined to be ineligible as further
described in 849.5(b)(2); Applrcants WI|| be promptly notlfred |n these instances.

(21) Eligibility and Selectlon Crlterla Rewew All Appllcatlons WI|| flrst be rewewed as described in this

paragraph. Applications will be confrrmed for ellqlblllty under §849.5 and 49. 6 of thls chapter and Set Aside
eligibility WI|| be confirmed.

the—'Fhresheld—GHteHa—mH—thenThen each Applrcatron WI|| be prelrmrnarrly scored and—ranked accordlng to the

Selection Criteria listed in subsection (g) of this section. Whente a particular scoring criterion involves multiple
points, the Department will award points to the proportionate degree, in its determination, to which a proposed
Development complied with that criterion._ As necessary to complete this process only, Administrative
Deficiencies may be |ssued to the Applrcant This process WI|| qenerate a preliminary Department score for every

lercatlon

(2) Priority Review Assessment. Each Application will be assessed based on either the Applicant’s self-

score_or the Department’s preliminary score, region, and any Set-Asides that the Application indicates it is
eligible for, consistent with paragraph (5) of this subsection. Those Applications that appear to be most
competitive will be designated as “priority” Applications. Applications that do not appear to be competitive
may not be reviewed in detail for Threshold Criteria during the Application Round.

(3) Threshold Criteria Review. Applications that are designated as “priority” from the Priority Review
Assessment will be evaluated in detail against the Threshold Criteria. Applications not meeting Threshold
Criteria will be terminated, unless the Department determines that the failure to meet the Threshold Criteria is
the result of Administrative Deficiencies, in which event the Applicant may be given an opportunity to correct
such _deficiencies. Applications not meeting Threshold Criteria will be terminated and the Applicant will be
provided a written notice to that effect. The Department shall not be responsible for the Applicant's failure to
meet the Threshold Criteria, and any failure of the Department's staff to notify the Applicant of such inability to
satisfy the Threshold Criteria shall not confer upon the Applicant any rights to which it would not otherwise be
entitled. Not all Applications will be reviewed in detail for Threshold Criteria. To the extent that the review of

Page 19 of 74




2005 Housing Tax Credit Program DRAFT Qualified Allocation Plan and Rules

Threshold Criteria documentation, or submission of Administrative Deficiency documentation, alters the score
assigned to the Application, Applicants will be notified of their final score. As Applications are evaluated under
this Review process, a final score by the Department may remove the Application from “priority” status at which
point other Applications may be designated as “priority” and reviewed under this paragraph.

(AE3)-Administrative Deficiencies. If an Application contains deficiencies which, in the determination of
the Department staff, require clarification or correction of information submitted at the time of the Application,
the Department staff may request clarification or correction of such Administrative Deficiencies. Because the
review for Eligibility and Selection, and Threshold Criteria may occur separately, Administrative Deficiency
requests may be made several times. The Department staff may request clarification or correction in a
deficiency notice in the form of a facsimile and a telephone call to the Applicant advising that such a request
has been transmitted. If Administrative Deficiencies are not clarified or corrected to the satisfaction of the
Department within eight business days of the deficiency notice date, then five points shall be deducted from the
Selection Criteria score for each additional day the deficiency remains unresolved. If deficiencies are not
clarified or corrected within ten business days from the deficiency notice date, then the Application shall be
terminated. The time period for responding to a deficiency notice begins at the start of the business day
following the deficiency notice date. Deficiency notices may be sent to an Applicant prior to or after the end of
the Application Acceptance Period.

(5)¢4) Subsequent Evaluation of Prioritized Applications. After—theApplication—is—scored—under—the
Selection—GCriteria;—tThe Department will assign, as herein described, Developments for review for financial
feasibility by the Department’s Real Estate Analysis Division_-_in general these will be those applications
identified as “priority”’. This prioritization order will also be used in making recommendations to the Board.
ASS|gnments WI|| be determmed by first selectmg the Appllcatlons W|th the-highest scores-in-the Nonprofit-Set-

Ay with-the highest scores in the At-Risk Set-Aside
and TX- USDA RHS AIIocatlonSet-Aades W|th|n each Unlform State Service Region. Remaining funds within each
Uniform State Service Region will then be selected based on the highest scoring Developments, regardless of Set-
Aside, in accordance with the requirements under 850-49.7(a) of this title for a Rural Regional Allocation and
Urban/Exurban Regional Allocation. After this priority review has occurred, staff will review priority applications
to ensure that at least 10% of the priority applications are qualified Nonprofits to satisfy the Nonprofit Set-Aside.
If 10% is not met, then the Department will add the highest Qualified Nonprofits statewide until the 10%
Nonprofit Set-Aside is met. Selection for each of the Set-Asides will take precedence over selection for the
Rural Regional Allocation and Urban/Exurban Regional Allocation. Funds for the Rural Regional Allocation or
Urban/Exurban Regional Allocation within a region, for which there are no eligible feasible applications, will be
redlstrlbuted as prowded in §49 7(c) Redlstrlbutlon of Credits. mﬂ—ge—te—tm—uman#éeu#ban—Re@enal—AMGanen
ion- If the Department determines
that an aIIocatlon recommendatlon would cause a V|olat|on of the $2 m|II|on limit described in §56-49.6(d) of this
title, the Department will make its recommendation by selecting the Development(s) that most effectively
satisfies(y) the Department’s goals in meeting set-aside and regional allocation goals. Based on Application
rankings, the Department shall continue to underwrite Applications until the Department has processed enough
Applications satisfying the Department’s underwriting criteria to enable the allocation of all available housing
tax credits according to regional allocation goals and Set-Aside categories. To enable the Board to establish a
Waiting List, the Department shall underwrite as many additional Applications as necessary to ensure that all
available housing tax credits are allocated within the period required by law. [(2306.6710(a), (b) and (d);
2306.111)

(65) Underwriting Evaluation and Criteria. The Department shall underwrite an Application to determine
the financial feasibility of the Development and an appropriate level of housing tax credits. In determining an
appropriate level of housing tax credits, the Department shall, at a minimum, evaluate the cost of the
Development based on acceptable cost parameters as adjusted for inflation and as established by historical final
cost certifications of all previous housing tax credit allocations for the county in which the Development is to be
located; if certifications are unavailable for the county, then the metropolitan statistical area in which the
Development is to be located; or if certifications are unavailable under the county or the metropolitan
statistical area, then the Uniform State Service Region in which the Development is to be located. Underwriting
of a Development will include a determination by the Department, pursuant to the Code, 842, that the amount
of credits recommended for commitment to a Development is necessary for the financial feasibility of the
Development and its long-term viability as a qualified rent restricted housing property. In making this
determination, the Department will use the Underwriting Rules and Guidelines, §1.32 of this title. Receipt of
| feasibility points under §50-49.9(g)(1) of this title does not ensure that an Application will be considered feasible

during the feasibility evaluation by the Real Estate Analysis Division and conversely, a Development may be
found feasible during the feasibility evaluation by the Real Estate Analysis Division even if it did not receive
| points under §50-49.9(g)(1) of this title. [(2306.6711(b); 2306.6710(d)})
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(A) The Department may have an external party perform the underwriting evaluation to the extent it
determines appropriate. The expense of any external underwriting evaluation shall be paid by the Applicant
prior to the commencement of the aforementioned evaluation.

(B) The Department will reduce the Applicant's estimate of Developer's and/or Contractor fees in
instances where these exceed the fee limits determined by the Department. In the instance where the
Contractor is an Affiliate of the Development Owner and both parties are claiming fees, Contractor's overhead,
profit, and general requirements, the Department shall be authorized to reduce the total fees estimated to a
level that it determines to be reasonable under the circumstances. Further, the Department shall deny or reduce
the amount of Housing Tax Credits allocated with respect to any portion of costs which it deems excessive or
unreasonable. Excessive or unreasonable costs may include developer fee attributable to Related Party
acquisition costs. The Department also may require bids or Third Party estimates in support of the costs
proposed by any Applicant.

(76) Compliance Evaluation. After the Department has determined which Developments will be reviewed
for financial feasibility, those same Developments will be reviewed for evaluation of the compliance status efal

i by the Department’s Portfolio Management and Compliance Division, in
accordance with Chapter 60 of this title.

(8#) Site Evaluation. Site conditions shall be evaluated through a physical site inspection by the
Department_or its assigns. Such inspection will evaluate the site based upon the criteria set forth in the Site
Evaluation form provided in the Application and the inspector shall provide a written report of such site
evaluation. The evaluations shall be based on the condition of the surrounding neighborhood, including
appropriate environmental and aesthetic conditions and proximity to retail, medical, recreational, and
educational facilities, and employment centers. The site's appearance to prospective tenants and its accessibility
via the existing transportation infrastructure and public transportation systems shall be considered.
"Unacceptable” sites include, without limitation, those containing a non-mitigable environmental factor that may
adversely affect the health and safety of the residents. For Developments applying under the TX-USDA-RHS Set-
Aside, the Department may rely on the physical site inspection performed by TX-USDA-RHS.

(e) Reguired-Pre-Certification and Acknowledgement Procedures. No later than 147 days prior to the close
of the Application Acceptance Period, an Applicant must submit the documents required in this subsection to
obtain the required pre-certification and acknowledgement. For Applications submitted for Tax Exempt Bond
Developments or Applications not applying for Tax Credits, but applying only under other Multifamily Programs
(HOME, Housing Trust Fund, etc.) all documents in this section must be submitted with the Application.

(1) Experience Certificate. Upon receipt of the evidence required under this paragraph, a certification
from the Department will be provided to the Applicant for inclusion in their Application(s). Evidence must show
that one of the Development Owner's General Partners, the Developer or their Principals have a record of
successfully constructing or developing residential units (single family or multifamily) in the capacity of owner,
General Partner or Developer. If a Public Housing Authority organized an entity for the purpose of developing
residential units the Public Housing Authority shall be considered a principal for the purpose of this requirement.
If the individual requesting the certification was not the Development Owner, General Partner or Developer, but
was the individual within one of those entities doing the work associated with the development of the units, the
individual must show that the units were successfully developed as required below, and also provide written
confirmation from the entity involved stating that the individual was the person responsible for the
development. If rehabilitation experience is being claimed to qualify for an Application involving new
construction, then the rehabilitation must have been substantial and involved at least $6,000 of direct hard cost
per unit.

(A) The term "successfully" is defined as acting in a capacity as the owner, General Partner, or
Developer of:
(i) at least 100 residential units; or
(if) at least 36 residential units if the Development applying for credits is a Rural Development;

(iii) at least 25 residential units if the Development applying for credits has 36 or fewer total

Units.

(B) One of the following documents must be submitted: American Institute of Architects (AIA)
Document Al111 - Standard Form of Agreement Between Owner & Contractor, AIA Document G704 - Certificate of
Substantial Completion, IRS Form 8609, HUD Form 9822, development agreements, partnership agreements, or
other documentation satisfactory to the Department verifying that the Development Owner’s General Partner,
partner (or if Applicant is to be a limited liability company, the managing member), Developer or their Principals
have the required experience. If submitting the IRS Form 8609, only one form per Development is required. The
evidence must clearly indicate:
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(i) that the Development has been completed (i.e. Development Agreements, Partnership
Agreements, etc. must be accompanied by certificates of completion.);

(ii) that the names on the forms and agreements tie back to the Development Owner’s General
Partner, partner (or if Applicant is to be a limited liability company, the managing member), Developer or their
Principals as listed in the Application; and

(iii) the number of units completed or substantially completed.

(2) Financial Statement and Authorization to Release Credit Information._At the option of the Applicant,

financial statements may be pre-submitted and a Department acknowledqement of receipt substltuted for the
financials in the subsequent Applrcatlon

The acknowledqement will not constitute acceptance by the Department that flnancral statements prowded are

acceptable in any manner but only acknowledge their receipt. Applicants that do not opt to pre-submit financial
statements and authorization to release credit information must provide a full submission in accordance with
this paragraph at the time of application. The financial statements and authorization to release credit
information must be unbound and clearly labeled. A “Financial Statement and Authorization to Release Credit
Information” must be completed and signed for any General Partner, Developer or Guarantor and any Person
that has 10% or more ownership interest in the Development Owner, General Partner, Developer, or Guarantor.
Nonprofit entities, public housing authorities and publicly traded corporations are only required to submit
documentation for the entities involved; documentation for individual board members and executive directors is
not required for this exhibit.

(A) Fhe-Financial statements for an individual must not be older than 90 days from the date of

Application submission.

(B) Financial statements for Lf—subnmttmg—partnershlps or corporatelons should be —firancials—n

+f—ava+lable—sheu4el—be—for the most recent fiscal year ended 90 days prlor to the date of Appllcatlon
submission. day—the-documentation—is—submitted- An audited financial statement should be provided,
available, and all partnership or corporate financials must be certified. Ihrs—deeument—rs—Flnanual
statements are required for an entity even if the entity is wholly-owned by a Person who has submitted this
document as an individual.

(C) Entities that have not yet been formed and entities that have been formed recently but have
no assets, liabilities, or net worth are not required to submit this documentation, but must submit a
statement with their Application that this is the case.

(3) Previous Participation. Upon receipt of the evidence required under this paragraph, an
acknowledgement from the Portfolio Management and Compliance Division will be provided to the Applicant for
inclusion in their Application(s). A completed and executed “Previous Participation and Background Certification
Form” as provided in the Application must be provided for the Applicant, Development Owner, Developer and
Guarantor and each entity shown on an organizational chart as described in subsection (f)(9)(A) of this section
that has 10% or more ownership interest in the Development Owner, Developer or Guarantor. Nonprofit entities,
public housing authorities and publicly traded corporations are only required to submit documentation for the
entities involved; documentation for individual board members and executive directors is not required for this
exhibit. Any Person receiving more than 10% of the Developer fee will also be required to submit documents for
this exhibit. The 2084-2005 versions of these forms, as required in the Uniform Application, must be submitted.
Units of local government are also required to submit this document. The form must include a list of all
developments that are, or were, previously under ownership or Control of the Person. All participation in any
TDHCA funded or monitored activity, including non-housing activities, must be disclosed.

(4) National Previous Participation. Upon receipt of the evidence required under this paragraph, an
acknowledgement from the Portfolio Management and Compliance Division will be provided to the Applicant for
inclusion in their Application(s). If the Applicant, Development Owner or any of its Affiliates, Developer and
Guarantor or any entity shown on the organizational chart described in subsection (f)(9)(A) of this section that
have 10% or more ownership interest in the Development Owner have, or have had, ownership or Control of
affordable housing, being housing that receives any form of financing and/or assistance from any Governmental
Entity for the purpose of enhancing affordability to persons of low or moderate income, outside the state of
Texas, then evidence must be submitted that such Persons have sent the “National Previous Participation and
Background Certification Form” to the appropriate Housing Credit Agency for each state in which they have
developed or operated affordable housing. Nonprofit entities and public housing authorities are only required to
submit documentation for the entity itself; documentation for board members and executive directors is not
required for this exhibit. Any Person receiving more than 10% of the Developer fee will also be required to
submit documents for this exhibit. This form is only necessary when the Developments involved are outside the
state of Texas. An original form is not required. Evidence of such notification shall be a copy of the form sent to
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the agency and proof of delivery in the form of a certified mail receipt, overnight mail receipt, or confirmation
letter from the agency.

(f) Threshold Criteria. The following Threshold Criteria listed in paragraphs—{1)—through—(15)—ef-this
subsection are mandatory requirements at the time of Application submission_unless specifically indicated
otherwise:

(1) Completion and submission of the Application, which includes the entire Uniform Application and any
other supplemental forms which may be required by the Department. {(2306.1111})

(2) Completion and submission of the Site Packet {/elume2)-as provided in the Application.

(3) Set-Aside Eligibility. Documentation must be provided that confirms eligibility for all Set-Asides under
which the Application is seeking funding as required in the Application.

(4) Certifications. The “Certification Form” provided in the Application confirming the following items:

(A) A certification of the basic amenities selected for the Development. All Developments, must

meet at least the mlnlmum threshold of pomts These pomts are not assouated with the selection crlterla pomts
in this title.

as—fu#ther—desenbeel—m—%@—gég)(—?%l;)— The amemtles selected must be made avallable for the beneflt of all

tenants. If fees in addition to rent are charged for amenities reserved for an individual tenant's use, then the
amenlty may not be mcluded among those prowded to complete th|s exhibit. Ary—futurechanges—in—these

Ih#eshelel—GFLteHa—aFe—m—lenger—met—Developments must prowde a minimum number of common amenltles in
relation to the Development size being proposed. The amenities selected must be selected from clause (ii) of
this subparagraph and made available for the benefit of all tenants. Developments proposing rehabilitation or
proposing Single Room Occupancy will receive double points for each item. Applications for scattered site
housing, including new construction, rehabilitation, and single-family design, will have the threshold test applied
based on the number of Units per individual site. Any future changes in these amenities, or substitution of these
amenities, must be approved by the Department in accordance with 849.17(c) of this title and may result in a
decrease in awarded credits if the substitution or change includes a decrease in cost, or in the cancellation of a
Commitment Notice or Carryover Allocation if all of the Common Amenities claimed are no longer met.

(i) Applications must meet a minimum threshold of points (based on the total number of Units in
the Development) as follows:

(D) _Total Units are less than 13, 0 points are required to meet Threshold for rehabilitation
and 1 point is required for new construction;

(1N _Total Units are between 13 and 24, 1 point is required to meet Threshold;

(11N Total Units are between 25 and 40, 3 points are required to meet Threshold;

(IV) Total Units are between 40 and 76, 6 points are required to meet Threshold;

(V) Total Units are between 77 and 99, 9 points are required to meet Threshold;

(VD) Total Units are between 100 and 149, 12 points are required to meet Threshold;

(VID) Total Units are between 150 and 199, 15 points are required to meet Threshold;

(VIID Total Units are more than 200, 18 points are required to meet Threshold.

(ii) Amenities for selection include those items listed in subclauses (1) through (XXIV) of this
clause. Both Developments designed for families and Qualified Elderly Developments can earn points for
providing each identified amenity unless the item is specifically restricted to one type of Development. All
amenities must meet accessibility standards as further described in §49.9(f)(4)(D) of this title. An Application
can only count an amenity once, therefore combined functions (a library which is part of a community room)
only count under one category. Spaces for activities must be sized appropriately to serve the anticipated

population.

(D) Full perimeter fencing with controlled gate access (3 points);

(1N Full perimeter fencing without controlled gate access (2 points);

(11N Gazebo w/sitting area (1 point);

(IV) Accessible walking path (1 point);

(V) Community gardens (1 point);

(VD) Community laundry room (1 point);

(VII) Public telephone(s) available to tenants 24 hours a day (2 points);

(VI Barbecue grills and picnic tables - at least one for every 50 Units (1 point);

(IX) Covered pavilion that includes barbecue grills and tables (2 points);

(X) Swimming pool (3 points);

(XD Furnished fitness center (2 points);

(X1 Equipped Business Center (computer and fax machine) or Equipped Computer Learning
Center (2 points);
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(X1 Furnished Community room (1 point);

(XIV) Library (separate from the community room) (1 point);

(XV) Enclosed sun porch or covered community porch/patio (2 points);

(XVI) Service coordinator office in addition to leasing offices (1 point);

(XVID) Senior Activity Room (Arts and Crafts, etc.) - Only Qualified Elderly Developments

Eligible (2 points);

(XVII) Health Screening Room (1 point);
(X1X) Secured Entry (elevator buildings only) - (1 point);
(XX) Horseshoe, Putting Green or Shuffleboard Court - Only Qualified Elderly Developments

Eligible (1 point);

(XX) Community Dining Room w/full or warming kitchen - Only OQualified Elderly
Developments Eligible (3 points);

(XXI) Two Children’s Playgrounds Equipped for 5 to 12 year olds, two Tot Lots, or one of
each - Only Family Developments Eligible (2 points) or one point for one playground or one tot lot;

(XXII) Sport Court (Tennis, Basketball or Volleyball) - Only Family Developments Eligible (2

points); or

(3 points).

(B) A certification that the Development will have all of the following Unit Amenities_(not required
for Single Room Occupancy Developments). If fees in addition to rent are charged for amenities, then the
amenity may not be included among those provided to complete this exhibit. Any future changes in these
amenities, or substitution of these amenities, may result in a decrease in awarded credits if the substitution or
change includes a decrease in cost or in a cancellation of a Commitment Notice or Carryover Allocation if the
Threshold Criteria are no longer met.

(i) All New Construction Units must be built/rehabilitated with three networks: One network
installed for phone using CAT5e or better wiring; a second network for data installed using CAT5e or better
wiring, networked from the Un|t back to a central location; and a third network for TV services using COAX

(XXIV) Furnished and staffed Children’s Activity Center - Only Family Developments Eligible

(i) M|n| blrnds or window coverlngs for aII wmdows

(iii) Dishwasher and Disposal (not required for TX-USDA-RHS Developments);
(iv) Refrigerator;

(v) Oven/Range;

(vi) Exhaust/vent fans in bathrooms;_and

(vu) Ceiling fans in living areas and bedrooms + and

© A certlflcatlon that the Development will adhere to the Texas Property Code relating to security
devices and other applicable requirements for residential tenancies, and will adhere to local building codes or if
no local building codes are in place then at-a-mirimum-to the most recent version of the International Building
Code.s-orotherlocally-adopted-building-codes-

(D) A certification that the Applicant is in compliance with state and federal laws, including but not
limited to, fair housing laws, including Chapter 301, Property Code, Title VIII of the Civil Rights Act of 1968 (42
U.S.C. Section 3601 et seq.), and the Fair Housing Amendments Act of 1988 (42 U.S.C. Section 3601 et seq.); the
Civil Rights Act of 1964 (42 U.S.C. Section 2000a et seq.); the Americans with Disabilities Act of 1990 (42 U.S.C.
Section 12101 et seq.); and—the Rehabilitation Act of 1973 (29 U.S.C. Section 701 et seq.); Fair Housing
Accessibility; the Texas Fair Housing Act; and that the Development is designed consistent with the Fair Housing
Act Design Manual produced by HUD, the Code Requirements for Housing Accessibility 2000 (or as amended from
time to time) produced by the International Code Council and the Texas Accessibility Standards. §(2306.257;
2306.6705(a)(M)})

(E) A certification that the Applicant will attempt to ensure that at least 30% of the construction and
management businesses with which the Applicant contracts in connection with the Development are Minority
Owned Businesses, and that the Applicant will submit a report at least once in each 90-day period following the
date of the Commitment Notice until the Cost Certification is submitted, in a format prescribed by the
Department and provided at the time a Commitment Notice is received, on the percentage of businesses with
which the Applicant has contracted that qualify as Minority Owned Businesses. f(2306.6734})

(F) Pursuant to §2306.6722, any Development supported with a housing tax credit allocation shall
comply with the accessibility standards that are required under Section 504, Rehabilitation Act of 1973 (29
U.S.C. Section 794), and specified under 24 C.F.R. Part 8, Subpart C. The Applicant must provide a A
certification that the Development will comply with the accessibility standards that are described inreguired
wnder Section 504, Rehabilitation Act of 1973 (29 U.S.C. Section 794), and specified under 24 C.F.R. Part 8,
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Subpart C. This includes that for all new construction Developments, a minimum of five percent of the total
dwelling Units or at least one Unit, whichever is greater, shall be made accessible for individuals with mobility
impairments. A Unit that is on an accessible route and is adaptable and otherwise compliant with sections 3-8 of
the Uniform Federal Accessibility Standards (UFAS), shall be deemed to meet this requirement. An additional
two percent of the total dwelling Units, or at least one Unit, whichever is greater, shall be accessible for
individuals with hearing or vision impairments. Additionally, in Developments involving new construction where
some Units are two-stories and are normally exempt from Fair Housing accessibility requirements, a minimum of
20% of each Unit type (i.e. one bedroom, two bedroom, three bedroom) must provide an accessible entry level in
compliance with the Fair Housing Guidelines, and include a minimum of one bedroom and one bathroom or
powder room at the entry level. For Developments involving rehabilitation, the Applicant’s architect must
determine if, consistent with 24 C.F.R. § 8.23(a) concerning “Substantial alteration,” the Development is
required to adhere to 24 C.F.R. § 8.22 concerning new construction. If the Applicant’s architect determines that
the Development’s rehabilitation will involve “Other alterations,” within the meaning of 24 C.F.R. §8.23(b), the
Applicant must provide the Department with a written explanation of why the Development does not come
within 24 C.F.R. 88.23(a) on “Substantial alteration.” Further, if the Applicant‘s architect determines that the
rehabilitation is not “Substantial alteration” the Applicant must provide the Department with documentation of
costs (consistent with paragraph (6) of this section) under two scenarios: one in which a minimum of five percent
of the total dwelling Units or at least one Unit, whichever is greater, shall be made accessible for individuals
with mobility impairments and an additional two percent of the total dwelling Units, or at least one Unit,
whichever is greater, shall be made accessible for individuals with hearing or vision impairments; and one which
does not provide this level of rehabilitation. The Department will determine if this level of rehabilitation places
an undue financial burden on the Applicant. No such burden shall exist if, after including the costs of
rehabilitation, the Department finds the development to be financially feasible under established rules. If the
Department determines that this level of rehabilitation does not place an undue financial burden on the
Applicant, the Applicant will be required to provide these Units. At the time the 10% Test Documentation is
submitted,econstruction-loan-closing; a certification from an accredited architect or Department-approved third
party accessibility specialist, will be required stating that the Development was designed in conformance with
these standards and that all features have been or will be installed to make the Unit accessible for individuals
with mobility impairments ander individuals with hearing or vision impairments. A similar certification will also
be required after the Development is completed. Fhis—requirement-appliestoal Developments—including-new
construction—and—rehabilitation—Any Developments designed as single family structures must also satisfy the
requirements of 2306.514, Texas Government Code. §(2306.6722 and 2306.6730})

(G) A certification that the Development will adhere to the 20032909 International Energy
Conservation Code (IECC) in the construction of
each tax credit Umt unless h|stor|c preservat|on codes perm|t otherW|se for a Development mvolvmq historic
preservation. Ay , .
ef—thls—sebpalcagnaph—All Un|ts must be air- cond|t|oned or ut|I|ze evaporat|ve coolers The measures must be
certified by the Development architect as being included in the design of each tax credit Unit prierteo-at the
time the 10% Test Documentation is submitted elosing-of-the-constructionloan-and in actual construction upon
Cost Certification. }(2306.6725(b)})

(H) A cert|f|cat|on that the Development WI|| be bth by a General Contractor that satisfies the
requirements of the General Appropriation Act, Article VII, Rider 7(c) applicable to the Department which
requires that the General Contractor hired by the Development Owner or the Applicant, if the Applicant serves
as General Contractor, must demonstrate a history of constructing similar types of housing without the use of
federal tax credits.

(1) A certification that the Development Owner agrees to establish a reserve account consistent with
2306.186 Texas Government Code and as further described in Chapter—Section 1.3760 of this title. f(Section
2306.186})
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(5) Design Items. This exhibit will provide:
(A) All of the architectural drawings identified in clauses (i) through (iii¥) of this subparagraph.
While full size design or construction documents are not required, the drawings must have an accurate and
legible scale and show the dimensions. All Developments involving new construction, or conversion of existing
buildings not configured in the Unit pattern proposed in the Application, must provide all of the items identified
in clauses (i) through (iii¥) of this subparagraph. For Developments involving rehabilitation for which the Unit
configurations are not being altered, only the items identified in clauses (i) and (ii) of this subparagraph are
required:
(i) a site plan which:

(I) is consistent with the number of Units and Unit mix specified in the “Rent Schedule”
provided in the Application;

() identifies all residential and common buildings and amenities; and

(I clearly delineates the flood plain boundary lines and all easements shown in the site
survey;

(+||) floor plans and eIevatlons for each type of reS|dent|aI bundlng and each common area
building clearly depicting the height of each floor and a percentage estimate of the exterior composition; and

(iiitv) Unit floor plans for each type of Unit showing special accessibility and energy features.
The net rentable areas these Unit floor plans represent should be consistent with those shown in the “Rent
Schedule” provided in the application. For purposes of completing the Rent Schedule for loft or studio type Units
(which still must meet the definition of Bedroom), a Unit with 650 square feet or less is considered not more
than a one-bedroom Unit, a Unit with 651 to 900 square feet is considered not more than a two-bedroom Unit
and a Unit with greater than 900 square feet is considered not more than a three-bedroom Unit; and

(B) A boundary survey of the proposed Development site and of the property to be purchased. In

cases where more property is purchased than the proposed site of the Development, the survey or plat must
show the survey calls for both the larger site and the subject site. The survey does not have to be recent; but it
must show the property purchased and the property proposed for development. In cases where the site of the
Development is only a part of the site being purchased, the depiction or drawing of the Development portion
may be professmnally complled and drawn by an archltect engineer or surveyor.

(6) Ewdence of the Development S development costs and correspondlng credlt request and syndication
information as described in subparagraphs (A) through (G) of this paragraph.

(A) A written narrative describing the financing plan for the Development, including any non-
traditional financing arrangements; the use of funds with respect to the Development; the funding sources for
the Development including construction, permanent and bridge loans, rents, operating subsidies, and
replacement reserves; and the commitment status of the funding sources for the Development. This information
must be consistent with the information provided throughout the Application. [(2306.6705(a)(1)})

(B) All Developments must submit the “Development Cost Schedule” provided in the Application.
This exhibit must have been prepared and executed not more than 6 months prior to the close of the Application
Acceptance Period.

(C) Provide a letter of commitment from a syndicator that, at a minimum, provides an estimate of
the amount of equity dollars expected to be raised for the Development in conjunction with the amount of
housing tax credits requested for allocation to the Development Owner, including pay-in schedules, syndicator
consulting fees and other syndication costs. No syndication costs should be included in the Eligible Basis.
f(2306.6705(a)(2) and (3)})

(D) For Developments located in a Qualified Census Tract (QCT) as determined by the Secretary of
HUD and qualifying for a 30% increase in Eligible Basis, pursuant to the Code, 842(d)(5)(C), Applicants must
submit a copy of the census map clearly showing that the proposed Development is located within a QCT. Census
tract numbers must be clearly marked on the map, and must be identical to the QCT number stated in the
Department's Reference Manual.

(E) Rehabilitation Developments must submit a Property Condition Assessment performed in
accordance with §1.36 of this title, Property Condition Assessment Guidelines. For Developments receiving
financing from TX-USDA-RHS, a copy of the HousingQuality-Standards-Cchecklist prepared by TX-USDA-RHS may
be submitted in lieu of the Property Condition Assessment. The Property Condition Assessment may be submitted
as a Supplemental Threshold Report consistent with the timelines and submission documentation requirements
identified in paragraph (14)(D) of this subsection.
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(F) If offsite costs are included in the budget as a line item, or embedded in the site acquisition
contract, or referenced in the utility provider letters, then the supplemental form “Off Site Cost Breakdown”
must be provided.

(G) If projected site work costs include unusual or extraordinary items or exceed $7,500 per Unit,
then the Applicant must provide a detailed cost breakdown prepared by a Third Party engineer or architect, and
a letter from a certified public accountant allocating which portions of those site costs should be included in
Eligible Basis and which ones may be ineligible.

(7) Evidence of readiness to proceed as evidenced by at least one of the items under each of
subparagraphs (A) through (D) of this paragraph:

(A) Evidence of site control in the name of Development Owner. If the evidence is not in the name
of the Development Owner, then the documentation should reflect an expressed ability to transfer the rights to
the Development Owner. All individual Persons who are members of the ownership entity of the seller of the
proposed site must be identified at the time of Application (not required at Pre-Application). One of the
following items described in clauses (i) through (iii) of this subparagraph must be provided:

(i) a recorded warranty deed; or

(ii) a contract for sale or lease (the minimum term of the lease must be at least 45 years) which
is valid for the entire period the Development is under consideration for tax credits; or-er-at-least 90-days;

hict . :

(iii) an exclusive option to purchase or earnest money contract (which must show that the
earnest money has been deposited) which is valid for the entire period the Development is under consideration
for tax credits.-oratleast 90-days;-whichever-is-greater-

(iv) As described in clauses (ii) and (iii), site control must be continuous. Closing on the property
is acceptable, as long as evidence is provided that there was no period in which control was not retained.

(B) Evidence from the appropriate local municipal authority that satisfies one of clauses (i) through
(iii) of this subparagraph. Documentation may be from more than one department of the municipal authority and
must have been prepared and executed not more than 6 months prior to the close of the Application Acceptance
Period. §(2306.6705(a)(5)})

(i) a letter from the chief executive officer of the political subdivision or another local official
with appropriate jurisdiction stating that the Development is located within the boundaries of a political
subdivision which does not have a zoning ordinance;_the letter must also state that the Development fulfills a
need for additional affordable rental housing as evidenced in a local consolidated plan, comprehensive plan, or
other local planning document; or if no such planning document exists, then the letter from the local municipal
authority must state that there is a need for affordable housing.

(ii) a letter from the chief executive officer of the political subdivision or another local official
with appropriate jurisdiction stating that:

(I) the Development is permitted under the provisions of the zoning ordinance that applies to
the location of the Development or that there is not a zoning requirement; or

(1) the Applicant is in the process of seeking the appropriate zoning and has signed and
provided to the political subdivision a release agreeing to hold the political subdivision and all other parties
harmless in the event that the appropriate zoning is denied, and a time schedule for completion of appropriate
zoning. The Applicant must also provide at the time of Application a copy of the application for appropriate
zoning filed with the local entity responsible for zoning approval and proof of delivery of that application in the
form of a signed certlfled mail receipt, signed overnight mail recelpt or conflrmatlon letter from sald official.

wﬂ—be—te#mmated—Fmal approval of approprlate zonlng must be achleved and documentatlon of acceptable
zoning for the Development, as proposed in the Application, must be provided to the Department at the time the
Commitment Fee, or Determination Notice Fee, is paid. If this evidence is not provided with the Commitment
Fee, any commitment of credits will be rescinded. No extensions may be requested for the deadline for
submitting evidence of final approval of appropriate zoning.
(iii) In the case of a rehabilitation Development, if the property is currently a non-conforming

use as presently zoned, a letter which discusses the items in subclauses (1) through (IV) of this clause:

(I) a detailed narrative of the nature of non-conformance;

(1) the applicable destruction threshold;

(1) owner’s rights to reconstruct in the event of damage; and

(IV) penalties for noncompliance.
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(C) Evidence of interim and permanent financing sufficient to fund the proposed Total Housing
Development Cost less any other funds requested from the Department and any other sources documented in the
Application. Such evidence must be consistent with the sources and uses of funds represented in the Application
and shall be provided in one or more of the following forms described in clauses (i) through (iv) of this
subparagraph:

(i) bona fide financing in place as evidenced by a valid and binding loan agreement and a deed(s)
of trust in the name of the Development Owner and/or expressly allows the transfer to the Development Owner;
or,

(i1) bona fide commitment or term sheet for the interim and permanent loans issued by a lending
institution or mortgage company that is actively and regularly engaged in the business of lending money which is
addressed to the Development Owner and which has been executed by the lender (the term of the loan must be
for a minimum of 15 years with at least a 30 year amortization). The commitment must state an expiration date
and all the terms and conditions applicable to the financing including the mechanism for determining the
interest rate, if applicable, and the anticipated interest rate and any required Guarantors. Such a commitment
may be conditional upon the completion of specified due diligence by the lender and upon the award of tax
credits; or,

(iii) any Federal, State or local gap financing, whether of soft or hard debt, must be identified at
the time of Application. At a minimum, evidence from the lending agency that an application for funding has
been made and a term sheet which clearly describes the amount and terms of the funding, and the date by
which the funding determination will be made and any commitment issued, must be submitted. Evidence of
application for funding from another Department program is not required except as indicated on the Uniform
Application, as long as the Department funding is on a concurrent funding period with the Application submitted
and the Applicant clearly indicates that such an application has been filed as required by the Application
Submission Procedures Manual. If the commitment from the other funding source has not been received by the
date the Department’s Commitment Notice is to be submitted, the Application will be reevaluated for financial
feasibility. If the Application is infeasible without the other funding source, the Commitment Notice will be
rescinded. N er—than—14 e—the e i &Y i W

Nno A a H A m a ha a

(iv) if the Development will be financed through Development Owner contributions, provide a
letter from an Third Party CPA verifying the capacity of the Development Owner to provide the proposed
financing with funds that are not otherwise committed together with a letter from the Development Owner’s
bank or banks confirming that sufficient funds are available to the Development Owner. Documentation must
have been prepared and executed not more than 6 months prior to the close of the Application Acceptance
Period.

(D) Provide the documents in clause (i) of this subparagraph and either of the documents described
in clauses (ii) and (iii) of this subparagraph, and satisfying the requirements of clause (iv) of this subparagraph, if
applicable:

(i) a copy of the full legal description

(i) a copy of the current title policy which shows that the ownership (or leasehold) of the
land/Development is vested in the exact name of the Development Owner; or

(iii) a copy of a current title commitment with the proposed insured matching exactly the name
of the Development Owner and the title of the land/Development vested in the exact name of the seller or
lessor as indicated on the sales contract or lease.

(iv) if the title policy or title commitment is more than six months old as of the day the
Application Acceptance Period closes, then a letter from the title company indicating that nothing further has
transpired on the policy or commitment.

(8) Evidence of all of the notifications described in the subparagraphs (A)}-threugh(E)-of this paragraph.

Such notices must be prepared in accordance with the “Public Notifications” statement provided in the
Application.
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(_B) Ewdence of notlflcatlon meetlng the requwements |dent|f|ed in clause (|) of this subparagraph
to all of the individuals and entities identified in clause (ii) of this subparagraph. Evidence of such notifications
shall include a copy of the exact letter and other materials that were sent to the individual or entity, a sworn
affidavit stating that they made all required notifications prior to the deadlines and a copy of the entire mailing

I|st (whlch mcludes the names and addresses) of aII of the recmlents and—p#eef—ef—delwe#y—ufa—the—fer-m—ef—a

A
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Per—red—L(2306 6704}) If eVIdence of these notlflcatlons was submltted with the Pre -Application Threshold for the
same Application and satisfied the Department’s review of Pre-Application Threshold, then no additional
notification is required at Application, except- that re-notification is required by tax credit Applicants who have
submitted a change in the Application, whether from Pre-Application to Application as a result of a deficiency
that reflects a total Unit increase of greater than 10%, an increase of greater than 10% for any given level of
AMGI, or a change to the population being served (elderly, family or transitional). For Applications submitted for
Tax Exempt Bond Developments or Applications not applying for Tax Credits, but applying only under other
Multifamily Programs (HOME, Housing Trust Fund, etc.), notification and proof thereof must not be older than 30
days prior to the date the Application is submitted.
(i) Each such notice must include, at a minimum, all of the following:

(1) The Applicant’s name, address, individual contact name and phone number;

(1) The Development name, address, city and county;

(I A statement informing the entity or individual being notified that the Applicant is
submitting a request for Housing Tax Credits with the Texas Department of Housing and Community Affairs;

(IV) Statement of whether the Development proposes new construction or rehabilitation;

(V) The type of Development being proposed (single family homes, duplex, apartments,
townhomes, highrise etc.) and population being served (family, transitional, elderly) ;
(VD) The approximate total number of Units and approximate total number of low income

Units;

(VII) The approximate percentage of Units serving each level of AMGI (e.g. 20% at 50% of
AMGI, etc.) and the percentage of Units that are market rate;

(VIII) The number of Units and proposed rents (less utility allowances) for the low income
Units and the number of Units and the proposed rents for any market rate Units. Rents to be provided are those
that are effective at the time of the Pre-Application, which are subject to change as annual changes in the area
median income occur; and

(IX) The expected completion date if credits are awarded.

(i) Notification must be sent to all of the following individuals and entities. Officials to be
notified are those officials in office at the time the Application is submitted.

() Notification to Local Elected Officials for Neighborhood Organization Input. Gity—and
County-Clerks—and-Neighberhood-Organizations- Evidence must be provided that a letter requesting information
on neighborhood organizations on record with the state or county in which the Development is to be located and
whose boundaries contain the proposed Development site and meeting the requirements of “Local Elected
Official-Clerk Notification” as outlined in the Application was sent no later than January 15, 2004-2005 to the
local elected official eity-clerk-and-county-clerk for the city or if located outside of a city, then the and county
where the Development is proposed to be located._If the Development is located in a jurisdiction that has
district based local elected officials, or both at-large and district based local elected officials, the notification
must be made to the city council member or county commissioner representing that district; if the Development
is located in a jurisdiction that has only at-large local elected officials, the notification must be made to the
mayor or county judge for the jurisdiction. A copy of the reply letter or other official third-party documentation
from the local elected official eity-and-county—clerks must be provided. For urban/exurban areas, al-entities
identified in the letters from the local elected official whose boundaries include the proposed Development eity
and—county—clerks-whose listed address has the same zip code as the zip code for the Development must be
provided with written notification, and evidence of that notification must be provided. If any other zip codes
exist within a half mile of the Development site, then all entities identified in the letters from-thecityand
countyclerks-with those adjacent zip codes must also be provided with written notification, and evidence of
that notification must be provided. For rural areas, all entities identified in the letters from-the-city-and-county
clerks—whose listed address is within a half mile of the Development site must be provided with written
notification, and evidence of that notification must be provided. If the Applicant can provide evidence that the
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proposed Development is not located within the boundaries of an entity on a list from the local elected officials
clerk(s), then such evidence in lieu of notification may be acceptable. If no reply letter is received from the
local elected officials eity—or—county—<clerk by February 25, 2004, (or For Tax Exempt Bond Developments or
Applications not applying for Tax Credits, but applying only for other Multifamily Programs such as HOME,
Housing Trust Fund, etc., by 7 days prior to the submission of the Application) then the Applicant must submit a
statement attesting to that fact. If an Applicant has knowledge of any neighborhood organizations on record with
the state or county in which the Development is to be located and whose boundaries contain the proposed
Development site, the Applicant must notify those organizations. The Applicant must also certify that any
organizations in a response letter that are not notified do not contain the proposed Development site within
their boundaries. In the event that local elected officials refer the Applicant to another source, the Applicant
must also notify that source and request the same information. If the Applicant has no knowledge of
neighborhood organizations within whose boundaries the Development is proposed to be located, the Applicant
must attest to that fact_in the format provided by the Department as part of the Application.

(I1) Superintendent of the school district containing the Development;

(M) Presiding officer of the board of trustees of the school district containing the

Development;

(IV) Mayor Presiding—efficer—of the governing body of any municipality containing the
Development;

(V) All elected members of the governing body of any municipality containing the
Development;

(V1) Presiding officer of the governing body of the county containing the Development;

(V) All elected members of the governing body of the county containing the Development;

(VIII) State senator of the district containing the Development; and

(IX) State representative of the district containing the Development.

(BS) Signage on Property or Alternative. A Public Notification Sign shall be installed on the
Development site prior to the date the Application is submitted. For Tax Exempt Bond Developments the sign
must be installed no later than 14 days after the Department’s receipt of Volumes | and Il. Evidence submitted
with the Application must include photographs of the site with the installed sign and invoice receipt confirming
installation from the entity that installed the sign. The sign must be at least 4 feet by 8 feet in size and located
within twenty feet of, and facing, the main road adjacent to the site. The sign shall be continuously maintained
on the site until the day that the Board takes final action on the Application for the development. The
information and lettering on the sign must meet the requirements identified in the Application. For Tax Exempt
Bond Developments for which the Department is not the issuer of the bonds, the Applicant must ensure that the
date, time and location of the TEFRA hearing are indicated on the sign. As an alternative to installing a Public
Notification Sign and at the same required time, the Applicant may instead, at the Applicant’s Goption, mail
written notification to those addresses described in either clause (i) or (ii) of this subparagraph. This written
notification must include the information otherwise required for the sign as provided in the Application. If the
Applicant chooses to provide this mailed notice in lieu of signage, the final Application must include a map of
the proposed Development site and mark the distance required by clause (i) or (ii) of this subparagraph, up to
1,000 feet, showing street names and addresses; a list of all addresses the notice was mailed to; an exact copy
of the notice that was mailed; and a certification that the notice was mailed through the U.S. Postal Service and
stating the date of mailing. If the option in clause (i) of this subparagraph is used, then evidence must be
provided affirming the local zoning notification requirements.

(i) all addresses required for notification by local zoning notification requirements. For example,
if the local zoning notification requirement is notification to all those addresses within 200 feet, then that would
be the distance used for this purpose; or

(ii) for Developments located in communities that do not have zoning, communities that do not
require a zoning notification, or those located outside of a municipality, all addresses located within 1,000 feet
of any part of the proposed Development site.

(CB) If any of the Units in the Development are occupied at the time of Application, then the

Applicant must certify that they have nOtIerd each tenant pest—a—eepy—ef—the—pubm—netlee—m—a—pﬁemnent
location at the Development ..... . ade
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(9) Evidence of the Development’s proposed ownership structure and the Applicant’s previous
experience as described in subparagraphs (A) through (E) of this paragraph.

(A) Chart which clearly illustrates the complete organizational structure of the final proposed
Development Owner and of any Developer or Guarantor, providing the names and ownership percentages of all
Persons having an ownership interest in the Development Owner or the Developer or Guarantor, as applicable,
whether directly or through one or more subsidiaries.

(B) Each Applicant, Development Owner, Developer or Guarantor, or any entity shown on an
organizational chart as described in subparagraph (A) of this paragraph that has 10% or more ownership interest
in the Development Owner, Developer or Guarantor, shall provide the following documen