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Chapter 11: Texas Financing Programs 
 
 
Learning Objectives 

 
After successfully completing this chapter, you will be able to 

• discuss the rights of Texas homeowners under the state’s community property and 
homestead laws;  

• identify the different types of loan programs available to Texas veterans, 
including protections provided under the Servicemembers Civil Relief Act 
(SCRA); and 

• list the programs administered by the Texas Department of Housing and 
Community Affairs and the Texas Department of Savings and Mortgage Lending. 

 
 

Topic 11.1: Introduction 
 
Texas is unique in many ways. One of America’s last frontiers, Texas encompasses a 
tremendous range of cultural, biological, and climatic diversity within a land area of 
approximately 267,277 square miles. Texas occupies about 7% of the total water and land 
area of the United States. Comprised of piney woods, prairies, marshes, plains, plateaus, 
mountains, and 367 miles of coastline, Texas possesses an incredibly rich and diverse 
heritage. Real estate practices and laws are no different. This unit will discuss Texas-style 
finance and rules. 
 
 
 

Topic 11.2: Community Property and Homestead Laws 
 
Community Property 

 
Texas is among ten states that recognize the concept of community property for marital 
property. The other nine states include Arizona, California, Idaho, New Mexico, 
Louisiana, Washington, Nevada, Wisconsin, and Alaska. 
 
The basic concepts of community property are as follows: 

• Property acquired during the marriage is community property with equal, 
undivided ownership.  

• Property owned prior to marriage can be separate property.  

• Property acquired during the marriage with “separate funds” is separate property. 

• Property acquired by gift or inheritance is separate property.  

• Mutual agreements of spouses on the division of property are acceptable.  

• Earnings on separate property are considered community funds. 
 
In Texas, if a wife buys a property without her husband’s knowledge and then sells the 
property without the husband’s knowledge there is a future title problem. The husband is 
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still half owner of that property even though he had no knowledge that the property 
existed. A common phrase describing this is, “it only takes one to buy a property but it 
takes two to sell.”  
 
Homestead 

 
Texas is also a homestead state, meaning that certain rights are granted to the homestead 
automatically. Many other states have some type of homestead protection but few are as 
favorable to the homesteader as Texas laws. A person’s homestead is subject to a forced 
sale for the following:  
 

• IRS federal tax liens  

• Purchase money mortgages  

• Mechanic’s and materialman’s liens for work performed on the homestead, if in 
writing and signed by both spouses before the work begins 

• Property tax liens  

• Homeowners association liens  

• Home equity liens  

• Reverse mortgages  
 
Until 1997, it was unlawful to borrow on your home’s equity using the homestead as 
collateral, but Texas now allows home equity loans and reverse mortgages. However, 
since Texas was the last state to allow these types of loans, lawmakers placed very 
restrictive requirements to protect the consumer. Lenders have very complicated rules to 
follow. The amount of the equity loan and all other debt cannot exceed 80% of the 
property’s market value. The law requires that home equity loans be non-recourse. In 
other words, the lender may force the sale of the property for the non-payment of the 
debt, but they are not allowed to pursue the borrower for any losses. 
 
Equity loans are also subject to judicial foreclosure. Fees are capped at 3% of the loan 
amount. Lines of credit can be established, but prepayment penalties are prohibited. Only 
authorized lenders may make equity loans and the borrower has a right to rescind the loan 
for three business days. If these rules are not followed, the lender may lose the right to 
foreclose on the lien.  
 
Generally, this means if a couple refinanced their home with an equity loan and then 
defaults, the only recourse the lender has is to foreclose on the property, and then resell it 
hopefully to recover the refinanced loan amount and any other cost or fees.  
 
An urban homestead is defined as a lot or contiguous lots of no more than ten acres with 
improvements. A rural homestead is defined as 200 acres for married couples and 100 
acres for single persons, plus improvements.  
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Topic 11.3: Programs for Texas Veterans 
 
History of Texas Veterans Programs (Source: www.glo.texas.gov/vlb) 
 
On March 2, 1836 a small group of men, who originally gathered to draft a plan to restore 
the Constitution of 1824, made a historical and dangerous decision: they drafted a 
Declaration of Independence. The Alamo fell four days later and all that stood between 
them and a massive army was a ragtag group of volunteers. 
 
On April 20, 1836, this small group formed on the banks of the San Jacinto River, 
burning the bridges behind them so that they could not retreat. The next morning, they 
crossed the open plain and within 18 minutes defeated one of the best-equipped and 
experienced armies in the Americas. On that day, the Sovereign Republic of Texas was 
born. 
 
So, how does a poor new nation pay its soldiers? Simple, with its most valuable and 
plentiful asset: land. Until 1949 the state of Texas followed this tradition. The state can 
no longer give land to its veterans, but it can make low-interest loan programs available 
to purchase or improve property.  
 
The Texas Veterans Commission was created in 1927 to assist veterans of the Indian 
wars, Spanish-American War, and World War I. Its acts as the state appointed advocate 
for Texas veterans as they attempt to secure the benefits they have earned in exchange for 
their service in the armed forces. (Source: www.tvc.state.tx.us) 
 
Three Loan Programs  

 
Following the Second World War, Texas created the Texas Veterans Land Board (VLB) 
in 1946 to provide low-interest, long-term loans to Texas veterans. The funds were to be 
used to purchase land. The program is self-funded through the interest paid by borrowers, 
loan-related fees, and bonds authorized by voters. 
 
In 1983, the Veterans Housing Assistance Program (VHAP) was created to help veterans 
purchase a house. In 1986, VHAP was expanded by adding the Veterans Home 
Improvement Program (VHIP) to provide low-cost loans to veterans for improvements 
and repairs to their existing houses. 
 
To be eligible to participate in the Texas veterans loan programs, applicants must meet 
certain requirements. A final determination of eligibility can only be made by the VLB 
after a review of the certification application and all required supporting documents. For 
more information about the eligibility requirements, go to 
www.glo.texas.gov/vlb/veterans-benefits/veteran-loans/eligibility.html. 
 
Texas veterans can use all three of the loan programs at the same time (land loan, housing 
loan, and home improvement loan). Interest rates can change because they are determined 
by the rate the VLB pays on applicable bond proceeds. These Texas veterans’ loan 
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programs are not associated with the federal Department of Veterans Affairs (VA), so 
veterans who have used VA benefits may still be eligible. 
 
Veterans with Disabilities Program 

 
VHAP and VHIP offer an interest rate reduction to qualifying veterans with disabilities. 
The veteran must have a compensable service-connected disability of 30% or greater as 
verified by an award letter from the VA. The veteran must also meet the other program 
eligibility requirements.  
 
 
Veterans Land Loan Program  

 
The VLB Veterans Land Loan Program gives Texas veterans the opportunity to borrow 
money to purchase land at below-market interest rates. The bonds used to fund the 
program are retired from loan repayments and the cost of administering the program is 
financed through a small fee charged on each loan. 
 
The VLB will finance the lesser of the following options: 

• $100,000 

• 95% of the purchase price 

• 95% of the appraised value of the land 
 
Any purchase price above $100,000 must be paid by the veteran at closing. The veteran 
must have a minimum of 5% down payment invested as cash equity in the property. 
To be eligible for VLB financing, the land must meet certain requirements, including 
being located in Texas and containing at least one acre. The VLB will purchase the tract 
of land directly from the seller and then the VLB will resell it to the veteran by a 30-year 
contract of sale. When the terms of the contract are fulfilled, the VLB will issue a deed to 
the property. 
 
Down Payment and Fees 

 
The appraisal and contract fee must be submitted with a completed application. A 5% 
down payment must be taken to closing in certified funds. Any portion of the purchase 
price in excess of the sum of the VLB’s loan commitment and the 5% down payment 
must also be taken to closing in certified funds.  
 
Title insurance is required by the VLB, while credit life insurance is optional. Beware; 
however, that credit life insurance is very expensive per $1,000 of coverage. 
 
Appraisal  

 
The veteran is not required to accompany a VLB appraisal representative on a physical 
inspection of the land to be purchased, but may do so. If the appraised value of the land is 
less than the contract price, the veteran may cancel the transaction, renegotiate with the 
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seller, or leave the contract price as is and then pay the VLB the difference between the 
appraised value and the contract price at closing.  
 
Partial Release 

 
A partial release will be granted only to obtain a clear title to a portion of the land in 
order to facilitate the financing of a house. It will partition an existing tract if it is at least 
three acres. The partial release must be at least one acre (or larger if required by the 
county). 
 
Foreclosure and Forfeiture 

 
When a debt service payment is not received timely by the VLB, the loan is considered 
delinquent. If not repaid, the VLB will give a minimum of 30 days written notice to the 
defaulting borrower by certified mail. If cured within 30 days, no further action is taken. 
 
If a contract holder defaults on a VLB loan, the VLB forecloses and orders the tract to be 
sold. Forfeited tracts are initially offered exclusively to Texas veterans through the 
Forfeited Land Sale Type I Program. If tracts do not sell in the Type I Program, they are 
offered to the general public through the Type II Program (also known as the Tex-Trax II 
Program) on a first come, first served basis. This program requires that the offer for 
purchase be submitted through a licensed Texas real estate professional chosen by the 
buyer. 
 
 
Veterans Housing Assistance Program (VHAP) 

 
The Veterans Housing Assistance Program (VHAP) provides financing up to $417,000 
toward the purchase of a home to qualified Texas veterans. There is no maximum sales 
price with VHAP. VHAP must be originated in conjunction with FHA, VA, or 
conventional financing. 
 
VHAP is not a refinancing program; it can only be used as a first lien on the primary 
residence. The term of the loan can be 15, 20, 25, or 30 years.  
 
All VLB loans require an escrow account be set up for taxes and insurance. Cosigners 
and guarantors may be accepted on the veteran’s behalf if the veteran has sufficient 
income to qualify for at least 60% of the monthly payments on the mortgage loan, 
including taxes and insurance. Two married, eligible veterans may have only one active 
VHAP loan at one time.  
 
Eligible Homes 

 
A VLB home loan may be used to purchase a home that meets certain requirements, 
including being located in Texas and being used as the veteran’s primary residence. 
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The veteran is required to occupy the home within 60 days following the closing date of 
the loan. The home must remain the veteran’s primary residence for at least three years. 
In the event the veteran fails to comply with these requirements, the VLB may require the 
acceleration of all money due or the escalation of the interest rate on the loan to 
prevailing market rates.  
 
Assumptions 

 
VHAP loans can be assumed under certain conditions. An Assumption and Release 
Agreement must be entered into by the person assuming the loan. 
 
Take-out Loans 

 
The VLB cannot lend interim construction money to build a house. The veteran can, 
however, obtain interim financing from another source to build and, upon completion, 
finance up to $417,000 of the house through VHAP. This is known as a take-out loan.  
 
A take-out loan may be made to finance a home that qualifies as new construction under 
the following conditions. The VHAP loan must be used to pay off the construction loan 
(interim financing). The term of the interim loan cannot exceed 24 months, and the 
original indebtedness must have taken place within 24 months of the closing date of the 
VHAP loan. The veteran may occupy a newly constructed residence during the term of 
the interim loan and still qualify for a take-out loan. Two-to-four family units are not 
eligible for take-out loans. 
 
Insurance 

 
The VLB requires title insurance policies on all homes purchased through VHAP. 
Hazard, fire, and casualty insurance are also required. The policy must be payable to the 
veteran and the lender as loss payees in the event of a natural catastrophe. If the home is 
in a flood zone, the veteran will be required to purchase flood insurance. Proof of this 
insurance must be presented prior to closing. 
 
Down Payment and Fees 

 
A down payment of at least 5% is required. Lenders may charge a 1% origination fee and 
1% participation fee, but these are negotiable. 
 
 
Veterans Home Improvement Program (VHIP) 

 
Under the Veterans Home Improvement Program (VHIP), the VLB will lend eligible 
Texas veterans up to $25,000 for up to 20 years on a fixed-rate note to make substantial 
repairs to their existing primary residence. No down payment is required. For loans of 
less than $10,000, the maximum term of a loan is 10 years. All loans are FHA insured.  
 



Essentials of Real Estate Finance Fourteenth Edition 

©2015 Kaplan, Inc. 
May be reproduced for educational uses only. 

Eligibility requirements are the same as VLB Land Program. The home being repaired 
meets certain requirements, including being located in Texas and being used as the 
applicant’s primary residence. VHIP cannot be used for refinancing. The VLB must be in 
a first or second lien position.  
 
The veteran cannot advance any funds to the contractor or purchase materials prior to 
receipt of loan proceeds from the VLB. All property improvements should be completed 
within six months from the date of disbursal of loan proceeds. 
 
Eligible Improvements 

 
The VHIP loan can be used to make alterations, repairs and improvements to, or in 
connection with, the veteran’s existing primary residence if and only if the repairs will 
substantially protect or improve the basic livability or energy efficiency of the property, 
correct damage resulting from a natural disaster, or correct conditions that are hazardous 
to health or safety. 
 
All VLB loans are subject to credit approval. 
 
Assumptions 

 
A VHIP loan may be assumed with the written consent of the program administrator and 
loan servicer if the loan meets certain conditions. 
 
 
Servicemembers Civil Relief Act (SCRA) 

 
Under the Servicemembers Civil Relief Act (SCRA), Texas Reservists and National 
Guard troops with a VLB home or home improvement loan can defer their interest 
payments when they get called up for active duty. 
 
Participants don’t have to repay the interest after returning to civilian life. This program 
also lets many Reservists and National Guard members defer their entire monthly 
payments on VLB land loans, as long as they’re on active duty. 
 
If participants choose to continue principal payments while on active duty or during the 
three-month grace period following deactivation, their payments will go toward reducing 
the principal balance of their loans. 
 

• VLB Home and Home Improvement Loans: Participants pay only the principal 
portion of their loans and any required escrows for taxes and insurance as long as 
they’re on active duty, plus a three-month grace period following deactivation. 
For nine months following the grace period, the interest rate will be no more than 
6%. 
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• VLB Land Loans: The entire monthly payment is deferred for most participants, 
however; for those loans that require escrow payments, the principal and escrow 
portion of the payment must continue to be paid each month, plus a three-month 
grace period following deactivation. For nine months following the grace period, 
regular payments will resume, but the interest rate will be no more than 6%. 

 
 

Topic 11.4: The Texas Department of Housing and Community Affairs  

and the Texas Department of Savings and Mortgage Lending 
 
Texas Department of Housing and Community Affairs (TDHCA) 

(Source: www.tdhca.state.tx.us) 
 
The TDHCA is Texas’s lead agency responsible for affordable housing, community 
development and community assistance programs, and regulation of the state’s 
manufactured housing industry. Much of the business of the agency is conducted in 
meetings of several special committees: the audit committee, the finance committee, the 
low-income housing tax credit committee, the programs committee, the manufactured 
housing committee, and the Texas State Affordable Housing Corporation Board. 
 
The policy-making body of the agency is a nine-member board appointed by the 
governor, with concurrence of the senate, for overlapping six-year terms. The board must 
be composed of four members with experience in housing and finance, one member from 
local government, one member representing low-income persons, and three members 
from the general public. The department annually administers $2 billion in funds, the 
overwhelming majority of which is derived from mortgage revenue bond financing and 
refinancing, federal grants, and federal tax credits. 
 
A number of programs are available and summarized below.  
 
Amy Young Barrier Removal (AYBR) Program 

 
The AYBR program provides funds to eligible entities for accessibility modifications in 
rental and owner-occupied housing for persons with disabilities who earn up to 80% of 
the area median family income. It is offered through TDHCA’s state funded Housing 
Trust Fund. 
 

Colonia Self-Help Centers (SHCs)  

Self-Help Centers (SHCs) provide on-site technical assistance to low and very low-
income individuals/families on housing, community development activities, 
infrastructure improvements, and outreach and education. Operation is carried out 
through a local nonprofit organization, local community action agency, or local housing 
authority that has demonstrated the ability to carry out the functions of a SHC.  
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Community Services Block Grant Program (CSBG)  

 
The Community Services Block Grant Program (CSBG) provides administrative support 
to a network of local Community Action Agencies (CAAs) that provide services to very 
low-income persons in all areas of the state. The funding helps provide such essential 
services as childcare; health and human services for children, families and the elderly; 
housing; and other poverty-related programs.  
 
Comprehensive Energy Assistance Program (CEAP)  

 
The Comprehensive Energy Assistance Program (CEAP) combines case management, 
education, and financial assistance to help very low- and extremely low-income 
consumers reduce their utility bills to an affordable level. Services include utility 
payment assistance, energy education, and budget counseling.  
 
Contract for Deed Conversion Initiative  

 
The Contract for Deed Conversion Initiative is available to eligible residents who are 
currently purchasing residential property within 150 miles of the Texas-Mexico border 
and reside in a colonia identified by the Texas Water Development Board or meet the 
department’s definition of a colonia.  
 

Emergency Solutions Grants (ESG) Program 

 
The ESG program provides grants to eligible entities that provide shelter and related 
services for homeless persons, as well as intervention services to persons threatened with 
homelessness. Activities eligible for funding include renovation of buildings for use as 
homeless shelters; assistance in obtaining permanent housing; medical and psychological 
counseling and supervision; and the development and implementation of activities to 
prevent homelessness.  
 

Homebuyer Assistance Program (HOME HBA) 

 
The Homebuyer Assistance Program provides funds to eligible entities that offer down 
payment assistance for homebuyers earning up to 80% of the area median family income, 
and may help fund modifications to make homes more accessible. This assistance is 
offered through TDHCA’s federally funded Texas HOME Program. 
 
Homeless Housing and Services Program (HHSP) 

 
The Homeless Housing and Services Program provides funds to eligible entities within 
the eight largest Texas cities (Arlington, Austin, Corpus Christi, Dallas, El Paso, Fort 
Worth, Houston, San Antonio) for services and housing, including construction, to 
prevent and alleviate homelessness. The funding must benefit homeless persons or 
families who are at or below 50% of the area median family income. 
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Homeowner Rehabilitation Assistance (HRA) Program (HOME) 

 
The HRA program provides funds to eligible entities for the rehabilitation or 
reconstruction of substandard homes owned and occupied by homeowners earning up to 
80% of the area median family income. This program is offered through TDHCA’s 
federally funded Texas HOME Program. 
 
Housing Tax Credit (HTC) Program  
 
The Housing Tax Credit Program is the primary means of directing private capital 
towards the creation of affordable rental housing. Developers of low-income rental 
housing use the tax credit to offset a portion of their federal tax liability in exchange for 
the production of affordable rental housing. To qualify for the tax credit, either 20% or 
more of the project's units must be rent-restricted and occupied by individuals earning 
50% or less than the median family income; or 40% or more of the units must be rent-
restricted and occupied by individuals earning 60% or less than the median family 
income. 
 
HTF Homebuyer Assistance Program (HTF HBA) 

 
The Housing Trust Fund’s Homebuyer Assistance Program provides funds to eligible 
entities that offer down payment, closing cost, and/or gap financing for the purchase of a 
principal residence for homebuyers earning up to 80% of the area median family income. 
This assistance is offered through TDHCA’s state funded Housing Trust Fund. 
 
Multifamily Mortgage Revenue Bond Program  
 
The Multifamily Mortgage Revenue Bond Program issues mortgage revenue bonds to 
finance loans for qualified nonprofit organizations and for-profit developers. In an effort 
to target low-income populations, properties financed are subject to unit set-aside 
restrictions for low-income tenants, such as rent limitations and other requirements set by 
TDHCA and its governing board. For example, 75% of all units created with mortgage 
revenue bonds must be occupied by households earning 80% or less than the area median 
family income. In addition, 5% of the units are reserved for special needs tenants.  
 
Multifamily HOME Direct Loan Program 

 
The Multifamily HOME Direct Loan Program provides funds to eligible entities for the 
development or rehabilitation of affordable multifamily rental housing. Funding is 
provided in the form of low interest bearing, repayable loans. Multifamily developments 
carry long-term rent and income restrictions. It is offered through TDHCA’s federally 
funded Texas HOME Program. 
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Neighborhood Stabilization Program (NSP) 

 
The Neighborhood Stabilization Program provides funds to eligible entities for the 
acquisition and redevelopment of foreclosed, abandoned, or vacant housing to create 
affordable housing; the demolition of severely substandard housing; the redevelopment of 
demolished or vacant properties; and the creation of land banks; and/or other related 
activities. 
 
Project Access (Voucher) Program 

 
The voucher program provides funds to eligible entities that offer rental assistance to 
qualifying non-elderly persons with disabilities who are transitioning from institutions 
into the community. 
 
Single Family Development for Community Housing Development Organizations 

(CHDOs) 

 
This program provides funds to Community Housing Development Organizations 
(CHDOs) for the acquisition, rehabilitation, or reconstruction of single family housing for 
households earning up to 60% of the area median family income. It is offered through 
TDHCA’s federally funded Texas HOME Program. 
 
Statewide Housing Assistance Payments Program (Section 8)  
 
The Statewide Housing Assistance Payments Program (Section 8) provides rental 
assistance subsidy vouchers to families earning less than 50% of the area median family 
income, the elderly, and persons with disabilities. The statewide program is designed 
specifically for needy families in small cities and rural communities who are served by 
similar local or regional programs.  
 
Tenant Based Rental Assistance (TBRA) Program 

 
The TBRA program provides funds to eligible entities who offer rental assistance for up 
to 24 months; assistance includes security and utility deposits, which may be extended for 
up to 12 months, for tenants earning up to 80% of the area median family income. It is 
offered through TDHCA’s federally funded Texas HOME Program. 
 
Texas Bootstrap Loan Program  
 
This is a self-help construction program to provide very low-income families an 
opportunity to help themselves through the form of sweat equity. Participants under this 
program are required to provide at least 65% of the labor necessary to build or 
rehabilitate their home. Nonprofit organizations can combine these funds with other 
sources; however, all combined loans cannot exceed the maximum amount per unit. The 
program is administered through TDHCA’s Colonia Self-Help Centers and state certified 
owner-builder housing programs across the state.  
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Texas First-Time Homebuyer Program (FTHB) 

 
The Texas First-Time Homebuyer Program (FTHB) channels below-market interest-rate 
mortgage money through participating Texas lending institutions to eligible families who 
are purchasing their first home or to those who have not owned a home in the past three 
years. Although income limits may vary with each bond issue, the program is designed to 
serve very low- to moderate-income (30-115% of the area median family income) Texas 
families.  
 
Texas Statewide Homebuyer Education Program (TSHEP) 

 
The Texas Statewide Homebuyer Education Program (TSHEP) is designed to work with 
local nonprofit organizations to teach the principles and applications of comprehensive 
pre- and post-purchase homebuyer education, and to certify participants as homebuyer 
education providers. Visit www.tdhca.state.tx.us/texans.htm to find a homebuyer 
education provider. 
 
Weatherization Assistance Program (WAP) 
 
The Weatherization Assistance Program (WAP) helps low-income Texans, particularly 
the elderly and persons with special needs, control energy costs to ensure a healthy and 
safe living environment. The program funds the installation of weatherization materials 
and provides energy conservation education. 
 
 

Texas Department of Savings and Mortgage Lending 

(Source: www.sml.texas.gov) 
 
Texas Legislation 

 
In 2009, Texas passed the Secure and Fair Enforcement for Mortgage Licensing Act, 
which brought the state into compliance with the federal SAFE Act. The legislation 
described who must obtain a license and outlined the procedures for obtaining one. 
Anyone wishing to originate mortgage loans in the state of Texas must comply with both 
federal and state guidelines. For Texas licensing requirements and applications, go to 
http://mortgage.nationwidelicensingsystem.org/slr/Pages/DynamicLicenses.aspx?StateID
=TXSML. 
 
Education and Testing Requirements 

 
Texas requires all mortgage brokers to complete at least 20 hours of prelicense education 
from course providers who have been approved by the Nationwide Mortgage Licensing 
System and Registry (NMLS). Applicants must pass a test on federal law and one on 
Texas law. 
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When loan applicants submit an application, mortgage lenders must provide them with a 
disclosure that specifies the nature of the relationship between the applicant and lender, 
the duties the lender has to the applicant, and how the mortgage lender will be 
compensated. The commissioner must promulgate a standard disclosure form to be used 
by the mortgage lender. 
 
Who is Required to Have This License? 

 
Any corporation, company, partnership, or sole proprietorship that engages in the 
business of residential mortgage loan origination on real property located in Texas is 
required to have a license. Residential mortgage loans include first lien, second lien, and 
home equity loans. 
 
Title 7 of the Texas Administrative Code, Chapter 80.302(16) defines a residential 

mortgage loan as a loan primarily for personal, family, or household use that is secured 
by a mortgage, deed of trust, or other equivalent consensual security interest on a 
dwelling or residential real estate whether the property is intended for investment 
purposes or owner occupied. It includes new loans and renewals, extensions, 
modifications, and rearrangements of such loans. The term does not include a loan that is 
secured by a structure that is suitable for occupancy as a one- to four-family residence, 
but is used for a commercial purpose such as a professional office, beauty salon, or other 
non-residential use. 
 
Who Does Not Need This License? 

 

• A depository institution; a subsidiary that is owned and controlled by a depository 
institution and regulated by a federal banking agency; or an institution regulated 
by the Farm Credit Administration that is registered with and maintains a unique 
identifier through the NMLS 

• An individual who offers or negotiates terms of a residential mortgage loan with 
or on behalf of an immediate family member of the individual 

• An individual who offers or negotiates terms of a residential mortgage loan 
secured by a dwelling that serves as the individual’s primary residence 

• A licensed attorney who negotiates the terms of a residential mortgage loan on 
behalf of a client as an ancillary matter to the attorney’s representation of the 
client, unless the attorney takes a residential mortgage loan application and 
officers or negotiates the terms of a residential mortgage loan 

• A Credit Union Subsidiary Organization (CUSO) that is licensed with, and 
maintains a unique identifier through the NMLS 

• A mortgage banker that is registered with and maintains a unique identifier 
through the NMLS 

• A political subdivision involved in affordable home ownership programs that is 
licensed with and maintains a unique identifier through the NMLS 

• An organization that qualifies for an exemption from Texas franchise and sales 
tax as a 501(c)(3) organization that is licensed with and maintains a unique 
identifier through the NMLS 
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• An exclusive agent of a financial services company that is licensed with and 
maintains a unique identifier through the NMLS 
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Chapter 11 Reading Comprehension Quiz 

 
 
1. A license is required for an individual who secures a loan for a structure that is suitable 
for occupancy as a residence, but is used for a commercial purpose, such as a beauty 
salon. 
 
a. True 
b. False 
 
2. The Weatherization Assistance Program helps low-income Texans by providing funds 
to ensure a safe living environment. 
 
a. True 
b. False 
 
3. A rural homestead is defined as 100 acres, while an urban homestead is defined as 10 
acres.  
 
a. True 
b. False 
 
4. The Texas First-Time Homebuyer Program channels money through participating 
Texas lending institutions to those who have not owned a home in the past five years. 
 
a. True 
b. False 
 
5. The Texas Bootstrap Loan Program is a self-help construction program that provides 
very low-income families an opportunity to help themselves in building or rehabilitating 
their home. 
 
a. True 
b. False 
 
6. The Section 8 program assists low income families in purchasing a home. 
 
a. True 
b. False 
 
7. The Neighborhood Stabilization Program provides funds to individuals who have lost 
their primary residence due to a natural disaster. 
 
a. True 
b. False 
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8. Only veterans may assume a VA loan. 
 
a. True 
b. False 
 
9. The funding from CSBG helps provide services such as childcare, health and human 
services for children, families, and the elderly. 
 
a. True 
b. False 
 
10. The income received from separate property remains separate income. 
 
a. True 
b. False 
 
11. VHAP is a refinancing program. 
 
a. True 
b. False 
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Chapter 11 Review Quiz 

 
 
1. How many states recognize community property? 
 
a. 8 
b. 9 
c. 10 
d. 12 
 
2. If a married couple purchase property in Texas, the property is said to be 
 
a. undivided and have 50/50 ownership. 
b. undivided and equal. 
c. divided and equal. 
d. divided and unequal. 
 
3. In what year were Texas residents allowed to start borrowing against their home’s 
equity? 
 
a. 1978 
b. 1989 
c. 1997 
d. 1999 
 
4. What does it mean that a home equity loan must be non-recourse? 
 
a. If the borrower is in default, the lender can force the sale of the property. 
b. If the borrower is in default, there is no recourse the lender can take. 
c. If the borrower is late on one payment, the lender must waive any recourse. 
d. If the borrower is in default, the lender can pursue a judgment against the borrower for 
any losses. 
 
5. An equity loan and all debt can be for no more than 
 
a. 10%. 
b. 20%. 
c. 40%. 
d. 80%. 
 
6. Property acquired by a gift is known as 
 
a. shared property. 
b. joint tenancy. 
c. tenancy in common. 
d. sole and separate.  
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7. A homestead can be foreclosed on due to nonpayment of all of these EXCEPT 
 
a. a homeowners association lien.  
b. an overdue car note. 
c. a purchase money mortgage.  
d. a materialman’s lien. 
 
8. A materialman’s lien is when 
 
a. materials have been delivered but not paid. 
b. labor has been performed but not paid. 
c. assessments have not been paid. 
d. the subdivision has been improved but not paid for. 
 
9. A swimming pool company is in the process of constructing a pool at a residence. The 
subcontractors that dug the hole, filled it, and set the tiles in place are filing a lien against 
the property because the pool company filed for bankruptcy and didn’t pay them. What 
type of lien would be filed? 
 
a. Special assessment lien 
b. Association’s lien 
c. Mechanic’s lien 
d. Materialman’s lien 
 
10. When was the Veterans Housing Assistance Program (VHAP) created? 
 
a. 1980 
b. 1983 
c. 2003 
d. 2009 
 
11. The Texas Veterans Commission was created in  
 
a. 1927. 
b. 1945. 
c. 1956. 
d. 1974. 
 
12. What is the VLB’s minimum acreage for land? 
 
a. 1 
b. 5 
c. 10 
d. No minimum 
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13. National Guard troops with a VLB home improvement loan can defer their interest 
payments 
 
a. for the first three years. 
b. only when on inactive duty. 
c. when they get called up for active duty. 
d. for the first year. 
 
14. When must the borrower of a VLB land loan move into the property? 
 
a. On the day of closing 
b. Within 3 days after closing 
c. Within 30 days after closing 
d. Within 60 days after closing 
 
15. When military members go on active duty, what option is available for deferring VA 
loan payments? 
 
a. Only half of the monthly payment must be paid, the other half can be deferred until 
they return home 
b. The monthly interest payment can be deferred until they return home 
c. The monthly principal can be excused; however, the interest must be paid 
d. The monthly payment can be deferred, unless they are a Reservist or National Guard 
member 
 
16. What are the three housing loan programs available to Texas veterans? 
 
a. VIP, VLB, and VHAP 
b. VIH, VIP, and VLB 
c. VLB, VHAP, and VHIP 
d. VIB, VBL, and VHAP 
 
17. VLB allows veterans to purchase land 
 
a. for commercial purposes. 
b. anywhere in the United States. 
c. containing at least half an acre. 
d. in Texas only. 
 

18. For a veteran to qualify for an interest rate reduction, the veteran’s disability must be 

of 
 
a. 25% or greater. 
b. 30% or greater. 
c. 25% or less. 
d. 30% or less.  
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19. The Amy Young Barrier Removal (AYBR) program funds home modifications for 
 
a. low-income persons with disabilities. 
b. veterans. 
c. affordable rental housing developments. 
d. low-income persons who contribute to the work through sweat equity. 
 
20. What is the primary purpose of the Housing Tax Credit (HTC) program? 
 
a. Direct public funds toward the creation of owner financing 
b. Create affordable homeownership 
c. Directly deposit the proceeds from capital gains taxes into the development of 
affordable rental properties 
d. Direct private capital toward creating affordable rental properties 
 
21. The Contract for Deed Conversion Initiative is available to eligible residents who are 
currently 
 
a. renting a residential property within 150 miles of a Texas border town. 
b. purchasing residential property outside of Texas. 
c. purchasing residential property within 150 miles of the Texas–Mexico border. 
d. renting a residential property in an affordable housing complex. 
 
22. Texas requires that all mortgage brokers complete at least ____ hours of prelicensing 
education. 
 
a. 15 
b. 20 
c. 30 
d. 45 
 
23. Residential mortgage loans include 
 
a. first liens. 
b. home equity loans. 
c. second loans. 
d. all of these. 
 
24. Beginning in 2009, mortgage lenders are required to 
 
a. contribute 5% of their proceeds to low-income housing projects. 
b. enter information about all applicants into the Nationwide Mortgage Licensing System 
and Registry (NMLS). 
c. provide applicants with a disclosure of any compensation they will receive. 
d. complete a background check on all applicants. 
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25. The Texas First-Time Homebuyer Program (FTHB) can be used for the purchase of a 
residential property 
 
a. if the person has not owned a home in the past three years. 
b. only one time. 
c. for moderate to middle income families. 
d. throughout the United States. 
 
26. According to the Texas Department of Savings and Mortgage Lending, which of 
these must have a license for mortgage loan origination? 
 
a. An individual who secures a loan for a structure that is suitable for occupancy as a 
residence, but is used for a commercial purpose 
b. Any corporation, company, partnership, or sole proprietorship that engages in the 
business of commercial mortgage loan origination 
c. An individual who offers or negotiates terms of a residential mortgage loan with or on 
behalf of an immediate family member of the individual 
d. An individual who offers or negotiates terms of a residential mortgage loan secured by 
a dwelling that serves as the individual’s primary residence 
 
27. Which program provides funds to entities that offer rental assistance for persons with 
disabilities? 
 
a. Tenant Based Rental Assistance 
b. Neighborhood Stabilization Program 
c. Section 8 
d. Project Access Voucher 
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Chapter 11 Reading Comprehension Quiz Answer Key 

 
 
1. b. The answer is false. The Texas Department of Savings and Mortgage Lending 

requires a license for an individual who secures a loan that is for a structure that is 
suitable for occupancy as a one- to four-family residence, even if it will be used for a 
commercial purpose, such as a professional office, beauty salon, or other non-residential 
use. 
 
2. a. The answer is true. The Weatherization Assistance Program (WAP) is particularly 
intended to help the elderly and persons with special needs with their energy costs. The 
program funds the installation of weatherization materials and provides energy 
conservation education. 
 
3. b. The answer is false. A rural homestead is defined as up to 200 acres for married 
couples and up to100 acres for a single person, plus improvements. An urban homestead 
is defined as up to 10 acres, regardless of marital status. 
 
4. b. The answer is false. The Texas First-Time Homebuyer Program channels below-
market interest-rate mortgage money through participating Texas lending institutions to 
eligible families who are purchasing their first home or to those who have not owned a 
home in the past three years. 
 
5. a. The answer is true. Participants of the Texas Bootstrap Loan Program are required to 
provide at least 65% of the labor necessary to build or rehabilitate their home. Nonprofit 
organizations can combine these funds with other sources; however, all combined loans 
cannot exceed $90,000 per unit.  
 
6. b. The answer is false. The Statewide Housing Assistance Payments Program (Section 
8) provides rental assistance subsidy vouchers to families earning less than 50 percent of 
the area median family income. 
 
7. b. The answer is false. NSP provides funds to eligible entities for the acquisition and 
redevelopment of foreclosed, abandoned, or vacant housing to create affordable housing; 
 
8. b. The answer is false. The veteran must have occupied the home as a primary 
residence for three years from the closing date, unless this requirement is waived by the 
VLB. An Assumption and Release Agreement must be entered into by the person 
assuming the loan. All applicable program insurance policies must be maintained and 
approval from the VLB must be obtained. 
 
9. a. The answer is true. The Community Services Block Grant Program (CSBG) 
provides administrative support to a network of local Community Action Agencies 
(CAAs) that provide services to very low-income persons. 
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10. b. The answer is false. The income received from a separate property is community 
property unless there is a separate written and notarized agreement that states one spouse 
releases all rights and interests to the separate property. 
 
11. b. The answer is false. The Veterans Housing Assistance Program (VHAP) is not a 
refinancing program and can only be used as a first lien on the primary residence. 
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Chapter 11 Review Quiz Answer Key 

 
 
1. c. Texas is among ten states that recognize the concept of community property for 
marital property. 
 
2. b. Property acquired during the marriage is community property with equal, undivided 
ownership. 
 
3. c. Until 1997, it was unlawful to borrow on your home’s equity using the homestead as 
collateral. However, Texas now allows home equity loans and reverse mortgages.  
 
4. a. The law requires that home equity loans be non-recourse. The lender may force the 
sale of the property for the non-payment of debt, but they are not allowed to pursue the 
borrower for any losses. 
 
5. d. The amount of the equity loan and all other debt cannot exceed 80% of the 
property’s market value. 
 
6. d. Property acquired through a gift or inheritance is separate property. 
 
7. b. A person’s homestead may be subject to a forced sale for the following reasons: IRS 
federal tax liens, purchase money mortgages, mechanic’s and materialman’s liens, 
property tax liens, homeowners association liens, home equity liens, and reverse 
mortgages. 
 
8. a. A materialman’s lien is placed on a property due to nonpayment for work 
performed. If the property is classified as a homestead, the agreement must be in writing 
and signed by both spouses before the work begins, otherwise the lien can be dismissed. 
 
9. c. A mechanic’s lien is due to nonpayment of labor performed on a property. 
Remember, if the property is classified as a homestead and both spouses signed an 
agreement with the pool company, often the agreement includes subcontractors. 
 
10. b. VHAP was created to help veterans purchase a house. 
 
11. a. In 1927 the Texas Veterans Commission was created to assist veterans of the 
Indian wars, Spanish-American War, and World War I. Its acts as the state appointed 
advocate for Texas veterans as they attempt to secure the benefits they have earned in 
exchange for their service in the armed forces. 
 
12. a. To be eligible for VLB financing, the land must meet certain requirements, 
including being located in Texas and containing at least one acre. 
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13. c. Under the Servicemembers Civil Relief Act (SCRA), Texas Reservists and 
National Guard troops with a VLB home loan or home improvement loan can defer their 
interest payments when they get called up for active duty. 
 
14. d. The veteran is required to occupy the home within 60 days following the closing 
date of the loan. 
 
15. b. Participants don’t have to repay the interest after returning to civilian life. This 
program also lets many Reservists and National Guard members defer their entire 
monthly payments on VLB land loans when they are on active duty. 
 
16. c. The three loan programs are the Veterans Land Board, the Veterans Housing 
Assistance Program, and the Veterans Home Improvement Program.  
 
17. d. To be eligible for Veteran Land Board (VLB) financing, the land must meet certain 
requirements, including being located in Texas and containing at least one acre. 
 

18. b. VHAP and VHIP offer an interest rate reduction to qualifying veterans with 

disabilities. The veteran must have a compensable service-connected disability of 30% or 

greater as verified by an award letter from the VA. The veteran must also meet the other 

eligibility requirements for the program. 
 
19. a. The AYBR program provides funds to eligible entities for accessibility 
modifications in rental and owner-occupied housing for persons with disabilities who 
earn up to 80% of the area median family income. It is offered through TDHCA’s state 
funded Housing Trust Fund. 
 
20. d. HTC is the primary means of directing private capital toward the creation of 
affordable rental housing. Developers of low-income rental housing use the tax credit to 
offset a portion of their federal tax liability in exchange for the production of affordable 
rental housing. Developers must meet certain qualification requirements. 
 
21. c. The Contract for Deed Conversion Initiative is available to residents who are 
currently purchasing residential property within 150 miles of the Texas-Mexico border 
and reside in a colonia identified by the Texas Water Development Board or meet the 
department’s definition of a colonia. 
 
22. b. Texas requires that all mortgage brokers complete at least 20 hours of prelicensing 
education from course providers who have been approved by the Nationwide Mortgage 
Licensing System and Registry (NMLS). 
 
23. d. Residential mortgage loans include first liens, second liens, or home equity loans. 
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24. c. In 2009, Texas passed the Secure and Fair Enforcement for Mortgage Licensing 
Act (SAFE Act), and one of its requirements is for mortgage lenders to provide 
applicants with a disclosure that specifies the nature of the relationship between the 
applicant and lender, the duties the lender has to the applicant, and how the mortgage 
lender will be compensated. 
 
25. a. FTHB channels below-market interest-rate mortgage money through participating 
Texas lending institutions to eligible families who are purchasing their first home or to 
those who have not owned a home in the past three years. Although income limits may 
vary with each bond issue, the program is designed to serve very low- to moderate-
income (30-115% of area median family income) Texas families.  
 
26. a. The Texas Department of Savings and Mortgage Lending requires a license for an 
individual who secures a loan that is for a structure that is suitable for occupancy as a 
one- to four-family residence, even if it is used for a commercial purpose such as a 
professional office, beauty salon, or other non-residential use. 
 
27. d. The voucher program provides funds to eligible entities that offer rental assistance 
to qualifying non-elderly persons with disabilities who are transitioning from institutions 
into the community. 
 


