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The current housing market pres-
ents several batrriers to develop-
ers’ efforts to build affordable
housing in Texas. These barriers

include the recent decline in

available credit due to the financial crisis and the high costs of acquiring and

holding land in Texas. TSAHC works to remove these barriers by partnering with
local developers to construct and rehabilitate af-
fordable housing in their communities.

By partnering with TSAHC, local developers can
receive financing, such as low-interest loans and
long-term tax-exempt bond financing, not cur-
rently available through traditional financial chan-
nels. TSAHC also offers land banking services to
reduce our partners’ land acquisition and holding
costs. Together, these programs can provide the

unique financing needed to increase the stock of affordable housing in Texas.
This partnership structure gives TSAHC the ability serve low-income households
statewide while simultaneously focusing on

the individual needs of diverse communities

throughout Texas.

To ensure our partners are effectively serv-

ing low-income households, TSAHC performs

yearly Asset Oversight and Compliance in-

spections on properties financed by TSAHC.

These on site inspections not only help TSAHC

protect the financial investment in affordable

housing, but they ensure that housing devel-

opments continue to provide safe, decent, and affordable housing for the
low-income families who live there.




Affordable Communities of Texas

SAHC recognizes the need to main-
tain and preserve existing affordable
housing units across the state, especially
in those areas hit hard by the recent re-
cession. Studies show that a high preva-
lence of vacant or abandoned property
can attract criminal activity, discourage
property ownership, and be a drain on a
saddle Creek Subdivision - McAllen, TX. locality’s police and fire resources. On the
Local Partner - Affordable Homes of South Texas other hand, a mechanism to quickly de-
velop these abandoned properties, such as a land bank, can prevent the
nuisances created by neighborhood blight, and improve the economic and
social wellbeing of those in the surrounding areas.

TSAHC’s Affordable Communities of Texas (ACT) Program strives to stabilize
neighborhoods and communities facing high rates of foreclosure by using
land banking and land trust strategies to preserve housing assets and increase
the supply of permanent affordable housing. The ACT program accomplishes
these goals by working with locally-based nonprofit and government entities
that manage the redevelopment process from a local perspective to ensure
the redevelopment meetslocal needs. Local partners serve more than 20 com-
munities across the state of Texas and focus on redeveloping and preserving
homes that can be sold or rented affordably to low-income families.

Since 2009, TSAHC has acquired more than 300 _

Total NSP 304
foreclosed homes and vacant lots across the State | properties
of Texas. With nearly $6 million in federal Neighbor- | nsp Funds Utilized | $5,483.403
hood Stabilization Program (NSP) funds, TSAHC has [ AcT Land Banked 32
created one of the largest statewide land banking | Properties
programs in the nation. In addition to our feder- | value of ACT $157,726
ally supported activities, TSAHC has acquired 32 | Assets
. vacant lots worth more than $155,000 through di- | Properties 20
Counties Serve_d under rect acquisitions and donated properties. We have fgg;?g;?&gé
TSAHC’s Development Finance Programs also helped our local partners acquire 20 homes [ o ocal 20
worth nearly $800,000 through our partnership with | Partners
the National Community Stabilization Trust. # of Counties 21
Served




Direct Lending

One of the central purposes of TSAHC is to increase private investment in
affordable housing development. Our goal is to partner with experienced
nonprofit and for-profit affordable housing developers to preserve and increase
the supply of quality multifamily and single family housing for income-eligible
families and individuals. TSAHC’s Direct Lending Program achieves this goal by
providing a variety of direct financing tools for housing providers to create and

Private Activity Bonds

he Multifamily Bond Program (PAB) encourages private investment in the
construction or rehabilitation of affordable rental housing through the
issuance of tax-exempt private activity bonds. As a conduit issuer (i.e., the
Corporation does not invest its own funds in developments) TSAHC receives
10 % of the State’s multifamily private activity bond

allocation every year which the Corporation makes _

preserve affordable housing across Texas. By leveraging private investments available to developers through a Request for Pro- | Loans Made 1
from banks and foundations and collateralized posals application process. # of Rental Units 1732
_ lines of credit, the Direct Lending Program provides Total Amount $47 000,000
Loans Made 2 both short-term financing for acquisition and con- In 2011, the Corporation issued more than $47 | ofBond Funds Y
fIOf Single Family 15 struction activities as well as permanent financing million in private activity bonds for the acquisition LAPProved
#OT:S — — for affordable rental homes. Financing is targeted and rehabilitation of 1,732 affordable multifamily housing units in four com-
of Rental Units towards small and rural communities across the munities. The Corporation increased its portfolio of PAB financed multifamily
ch’t&lgn"}ﬂ‘:‘gts $950,000 | state for housing that serves extremely low-income properties to more than $97 million in bond funds and more than 2,900 total
Approved populations. units.
Total Value of $1,275,000 ] ) ] ) )
Constructed Since the inception of TSAHC’s Direct Lending
Properties Program, more than $11 million in total lending has
Estimated Jobs 64 been issued. $9.3 million was issued for multifamily
Created . .
housing, includ-

ing $5.1 million in non-conduit lending. $1.7
million was issued to provide loans for acqui-
sition and interim construction costs for single
family developments. Program financing
was made possible by leveraging program
related investments from Wells Fargo and the
Meadows Foundation, along with conduit
lending from the Community Development
Trust and collateralized loans from the  Fed- _

Home located in Nacogdoches, TX.
eral Home Loan Bank of Texas. Assets under i anced in 2011 through the Single Family
the Direct Lending Program totaled approxi- Direct Lending Program
mately $4.8 million in loans under management at the end of the year, and
revenues exceeded $200,000 in 2011. The Direct Lending portfolio is anticipat-
ed to grow by 10% to 15% in 2012.

Vista Landing, San Antonio




Asset Oversight and Compliance

sset Oversight and Compliance monitoring of
multifamily properties is required by many tax-
exempt bond issuers, including TSAHC.

Asset Oversight activities include performing

physical inspections and management reviews for

our portfolio of bond-financed multifamily properties.

Performing these duties encourages owners to main-  ciover Hil, Dallas

tain safe and decent housing. On-site inspections are performed at least once
each calendar year. In addition, we monitor the monthly financial statements
and annual audited financial statements of properties in our direct lending and
bond portfolios, and administer requests by the properties for withdrawals from
their Replacement Reserve Accounts.

Compliance monitoring ensures that property own-
ers adhere to IRS requirements, including providing
the required number of affordable units. Annual

resident file reviews of affordable units ensure that
federal requirements relating to the tax-exempt
status of the bonds are followed. TSAHC’s Asset
Oversight and Compliance Department also moni-
tors monthly and quarterly compliance and resi-
dent services reporting through its online reporting
system. To encourage the use of good practices, TSAHC has created a com-
pliance training program available at a low cost to managers of our portfolio
properties and other industry partners.

White Rock, San Antonio




Homeownership

Since 2002, TSAHC has provided financial assistance to families and
individuals in Texas wishing to buy their first home. Financial assistance is
made possible through the issuance of Single Family Mortgage Revenue Bonds
and is offered through three separate programs:

(1) The Professional Educators Home Loan Program (serving Texas teachers,
teacher’s aides, school librarians, school nurses and school counselors),

(2) The Homes for Texas Heroes Home Loan Program (serving Texas peace of-
ficers, fire fighters, EMS personnel and correctional officers), and

(3) The Home Sweet Texas Loan Program (serving Texas families at or below
80% of the Area Median Family Income (AMFI).

Since 2002, TSAHC has made over $630 million in mortgage loans possible,
assisting over 5,500 households buy homes.

To be eligible for assistance from TSAHC, individuals in one of the three catego-
ries mentioned above also must:

1. Be first-time homebuyers.

2.
3.
4.

Not exceed specific income and purchase price limits.
Meet standard mortgage underwriting requirements.

Complete a HUD-approved homebuyer education course prior to
closing on their home loan.

For borrowers meeting these re-
quirements, we offer a choice
of two types of assistance:

One form of assistance provides
financing for the purchase of a
home through a 30-year fixed-
rate mortgage loan. In addition

to the loan, this form of assistance offers
down payment and closing cost assistance
in the form of a grant. There is no second
lien associated with our down payment
assistance(DPA). Itis a true gift to the home-
buyer, and needs never to be paid back.
Over 3,800 individuals and families have be-
come homeowners by utilizing this form of
assistance.

The second form of assistance does not pro-
vide financing to purchase the home, but
rather gives the homebuyer the ability to
take a tax credit through the issuance of a
mortgage credit certificate (MCC). Under
this program, the homebuyer is eligible to
take a portion of the annual interest paid
on the mortgage as a special tax credit.
They have the ability to take a credit of up
to $2,000 each year, for the life of the home
loan. This potentially saves the homebuyer
thousands of dollars over the life of their
home loan. Over 1,700 individuals and fami-
lies have become homeowners by utilizing
this form of assistance.

Both forms of assistance are made avail-
able to qualifying homebuyers through a
network of TSAHC-approved mortgage
lenders. Assistance is available state-wide
on a first come, first served basis to home-
buyers who wish to purchase a newly con-
structed or existing home.

Profile of TSAHC 2011 Homeownership

Proirams

DPA 38,435,342
MCC 63,323,133
TOTAL 101,758,475
FHA 75.99%
USDA - Rural Housing
Services 18.09%
Conventional 3.65%
VA 2.27%
1 43.74%
2 23.26%
3 18.55%
4 9.63%
5 3.51%
6 1.30%
White 32.15%
Hispanic 31.76%
Not Defined 14.81%
Black 14.33%
Other 3.66%
Asian or Pacific
Islander 3.04%
American Indian or
Alaska Native 0.24%
\Program Breakdown |
Home Sweet Texas 71.35%
Professional Educators 20.96%
Texas Hero 7.69%




Counties Served
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According to real estate data firm Corelogic, the home foreclosure
crisis improved across the country in 2011, including in Texas. Despite
this encouraging news, there were 57,000 foreclosures in Texas in 2011, and
the foreclosure crisis is still very real for the families in distress. In 2011 TSAHC
continued to support the prevention of home foreclosures by funding local
housing counseling organizations across the state in their efforts to assist dis-
tressed homeowners struggling to keep their homes.

Through our partnerships with a network of HUD-approved housing counseling
agencies, TSAHC supports foreclosure prevention and loss mitigation counsel-
ing provided free of charge to homeowners facing foreclosure. These counsel-
ing sessions are critically impor-
tant to the Texas housing market
recovery. A study released in
early 2011 by the Urban Institute
concludes that homeowners
who receive counseling are 70%
more likely to avoid foreclosure
than homeowners who don’t
receive counseling.

Keeping existing homeown-
ers in their homes also pre-
serves neighborhood stability
and prevents the downward
spiral of home prices following
concentrations of foreclosures

In 2011, TSAHC supported counseling for 1,250 families and individuals
struggling with their mortgage payments. Data collected from our counseling
network confirms that foreclosure counseling works. As shown in the graph
below, only 5% of clients receiving counseling in 2011 lost their home to fore-
closure. The most common outcomes include mortgage modifications, for-
bearance agreements, bringing the mortgage current (with or without rescue
funds), and selling the home.

B Mortgage Modification, Refinance
or Forbearance’(47%)

B Brought Mortgage Current (9%)

® Deed in Lieu of Foreclosure (1%)

H Partial Claim Loan from FHA
Lender (1%)

H Sold Home (6%)

m Withdraw from Counseling (12%)

m Bankruptcy (5%)

m Foreclosed (5%)

With the assistance of counselors at Frameworks Community in certain areas. The Center for

Ichee\{re'L(;r:an;ef?(th;?g:gflgls%?;h Austin, this family was able to save Responsible Lending estimates

that each foreclosure leads to

property value decreases totaling $70,000 for the surrounding neighborhood.

By supporting foreclosure counseling that is proven to help people stay in their

homes, we are preserving the property values of the surrounding neighbor-

hoods. This is beneficial both to the neighborhood families, whose home equity

is preserved, and local governments, who receive tax revenue based on home
value appraisals.

Other (14%)
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he Texas Foundations Fund supports critical housing services that help fami-

lies and individuals stay in their homes. These services include home repairs
to fix unsafe living conditions, accessibility modifications to help households
with a family member with a disability, and supportive housing services, such as
substance abuse counseling and adult education, for individuals and families
at risk of homelessness.

TSAHC supports these critical housing
services by partnering with local non-
profit organizations and rural govern-
ment entities throughout Texas who
provide these services to individuals
and families in their communities.
TSAHC selects partners through an
application process each year, and
selected partners receive awards of
up to $50,000 to support their hous-
ing service programs. In addition to

receiving funding, nonproﬂ’rs and Family assisted using grant funds awarded to Accessible

rural government entities that part- Housing Austin!in 2011.

ner with TSAHC through the Texas Foundations Fund receive increased expo-
sure for their programs and are able to leverage Texas Foundations Fund mon-
ey to receive additional project support.

In 2011, TSAHC made 6 awards for a total of $300,000 to partner nonprofits
for costs associated with critical home repairs, accessibility modifications, and
supportive housing services. Recipients included Accessible Housing Austin!;
Coastal Bend Center for Independent Living; El Paso Collaborative for Commu-
nity and Economic Development; Green Doors; Motivation, Education & Train-
ing, Inc.; and New Hope Housing, Inc. To date, TSAHC has awarded $950,000
through four cycles of the Texas Foundations Fund, providing 19 awards to
partner nonprofits for costs associated with critical home repairs due to age
and/or natural disasters, accessibility modifications, and supportive housing
services for close to 3,000 very low-income (50% of the Area Median Income or
less) families and individuals throughout Texas.

Partners # of Households Assisted Award Amount
Accessible Housing Austin! 6 $ 50,000.00
Brazos yalley Afford.able 18 $  50,000.00
Housing Corporation
Coastal Bend Center for
Independent Living* 38 $ 100,000.00
Commun_lty Developme;nt 10 $  50,000.00
Corporation of Brownsville
Easter Sealsl;l gfntral Texas, 10 $ 100,000.00
El Paso Collaborative for
Community and Economic 2 $ 50,000.00
Development
Fort Bend CORPS 11 $ 50,000.00
Foundation Communities* 928 $ 100,000.00
Green Doors 60 $ 50,000.00
Midland Habitat for Humanity 1 $ 50,000.00
Mot|v$tlpq, Educa;[lon & 16 $ 100,000.00
raining, Inc.
New Hope Housing, Inc.* 1800 $ 100,000.00
Self Help Housing of East 7 $  50,000.00
Texas
Southeast Tegasllnterfauth 8 $  50,000.00
Organization
Totals 2915 $ 950,000.00

*Reflect figures from multiple awards.
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Fundraising and Donations

o fund its operations and many programs, TSAHC leverages earned program
Tincome with public and private funding it attracts. This unique and sound
revenue structure is key to TSAHC’s ability to successfully increase each year
the number of low-income people it serves.

In 2011 our supporters contributed $250,000 in private grants and donations
to support our efforts to help low-income Texans buy their first home and help
families and individuals facing financial difficulty keep their homes. For exam-
ple, TSAHC utilized private funding to expand our Texas Foundations Fund pro-
gram as well as support foreclosure counseling for homeowners struggling with
their mortgage payments. TSAHC
is also utilizing private support to
create an online consumer home-
buyer and financial education re-
source to be completed in 2012.

TSAHC also utilizes program-re-
lated investments, awarded by
foundations and financial insti-
tutions, to support our efforts to
help nonprofit developers create
affordable housing. TSAHC has
been awarded $1.55 million in program-related investments to date, which we
are using to provide low-interest construction and rehabilitation loans to our
nonprofit partners.

Finally, property donations are critical to the success of our Affordable Com-
munities of Texas land banking program. In 2011, we received five donated
properties from Bank of America. These properties will be redeveloped by our
nonprofit partners and sold or rented to low-income families and individuals.

TSAHC would like to thank the following contributors
for their support in 2011.

Bank of America
Capital One
Fannie Mae

F.B. Heron Foundation
Insperity
The Meadows Foundation
Wells Fargo

Wells Fargo Housing Foundation
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Financial Overview

SAHC'’s financial statements for the fiscal year ending August 31, 2011, were

audited by Mikeska, Monahan & Peckham, LLP, Certified Public Accoun-
tants. The audit was conducted in accordance with generally accepted
and government auditing standards. The Independent Auditors issued an un-
qualified report, and there were no reportable conditions, audit findings or
management letter comments.

Operating Revenue

M Interest and Investment Income: $11,747,486

H Net Increase in Fair Value of Investments: $9,330,776

M Federal and State Grants: $3,360,286

m Single Family Income: $821,533

H Loan Servicing Fees: $244,065

= Asset Oversight and Compliance Fees: $217,609
Contributions and Public Support: $189,003

Multifamily Bond Fees: $168,646

Other Operating Revenue: $231,975
Total Revenue: $26,311,379

Operating Expenses
H |nterest Expense on Bonds & Notes Payable: $10,679,167

B Down Payment Assistance Program: $520,124
u Grant Expenditures: $3,505,077

H Program & Loan Administration: $386,855

® Foundation Fund Grants: $300,000

= *QOther Program & Administrative Costs: $2,422,457
Total Expenses: $17,813,680

1%
2%

97%

Expenses by Type
B Fundraising
B Administration
Programs and Program Administration

* Other Program and Administrative Costs includes the following expenses: Salaries, Wages and Payroll Related
Costs, Professional Fees and Services, Amortization, Office and Equipment Rental and Maintenance, Travel and
Meals, Depreciation, and Other Operating Expenses

Assets

Current Assets
Cash and Cash Equivalents
Restricted Assets Held by Bond Trustee*:
Cash and Cash Equivalents
Accrued Interest
Custodial Cash and Cash Equivalents**
Investments, at Fair Market Value
Accounts Receivable & Accrued Revenue, Net of uncollectible amts. of $874,371
Accrued Interest Receivable
Loans Receivable, Current Portion
Notes Receivable, Current Portion
Downpayment Assistance, Current Portion
Prepaid Expenses

Total Current Assets:

Noncurrent Assets
Loans Receivable, Net of uncollectible amounts of $91,726
Notes Receivable
Investments, at Fair Market Value
Mortgage Servicing Rights, Net of Accumulated Amortization of $2,051,506
Fixed Assets, Net of Accumulated Depreciation of $351,077
Owned Real Estate, Federal & Other Programs
Bond Issuance Costs, Net of Amortization of $1,848,182
Downpayment Assistance
Restricted Investments Held by Bond Trustee, at Fair Market Value ***

Total Noncurrent Assets:

Total Assets

* Primarily represents initial proceeds of single family bonds issued by TSAHC

** Represents reserve accounts for TSAHC-financed multifamily properties

*** Represents mortgage-backed securities that collateralize single family bonds issued by TSAHC

$

2,865,652

46,799,870
380,963
228,464

1,998,675
335,130
316,733

95,000
60,020
1,000,000
30,379

54,110,886

939,006
3,318,217
1,022,394

676,555
1,445,779
3,839,746
3,892,724
6,158,296

249,467,760

270,760,477

324,871,363
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Liabilities and Net Assets

Current Liabilities
Accounts Payable and Accrued Expenses $ 470,976
Notes Payable, Current Portion 483,375
Multifamily Custodial and Reserve Funds 228,464
Other Current Liabilities 46,871
Payable from Restricted Assets Held by Bond Trustee:
Bonds Payable, Current Portion 42,840,467

Accrued Interest on Bonds 2,415,348
) Total Current Liabilities: 46,485,501
 — [}
Board of Directors
O Notes Payable 3,219,982
® Revenue Bonds Payable 233,668,831 Robert “Bob” Jones. Chair
G) Due to State Agency, Federal Programs 3,765,595 ' I
ad Deferred Revenue 392,828 Jo Van Hovel, Vice Chair 0,
— Total Noncurrent Liabilities: 241,047,236 . ) QJ
© o William H. Dietz, Jr. o)
3 Total Liabilities: 287,532,737
Net Assets Gerry Evenwel (D
C Invested in Capital Assets, Net of Related Debt 676,905 a
C Restricted Assets 28,774,967 Jerry Romero =5
< Unrestricted Net Assets 7,886,754 —_—
Y I Total Net Assets: 37,338,626 . .
— Advisory Councll
(@) Total Liabilities and Net Assets $ 324,871,363
(@\| Edwina Carrington, Chair

Steven A. Carriker
Russell A. Vandenberg

Liz Bayless, Corporate Member
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Staff

David Long, President
Liz Bayless, Executive Vice President
Melinda Smith, Chief Financial Officer
Laura Ross, Corporate Secretary
Betsy Aldrich, Senior Accountant
Tim Almquist, Single Family Compliance Manager
David Danenfelzer, Manager of Development Finance
Cynthia Gonzales, Office Manager
Mindy Green, Senior Asset Oversight and Compliance Specialist
Katie Howard, Senior Development Coordinator
Nick Lawrence, Controller
Charlie Leal, Government Relations Specialist
James Matias, Asset Oversight and Compliance Specialist
Paige Omohundro, Homeownership Finance Manager
Jo Ropiak, ACT Program Coordinator

Janie Taylor, Manager of Development and Strategic Communications






