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TEXAS STATE AFFORDABLE HOUSING CORPORATION

2017 ANNUAL ACTION PLAN
INTRODUCTION

This planis prepared in accordance with Texas Government Code, Section 2306.566,
which requires the Texas State Affordable Housing Corporation (“Corporation”) to
develop a plan to address the state’s housing needs. Texas Government Code, Section
2306.0721(g) requiresthe Corporation’s Annual Action Plan to be includedinthe 2016
State Low Income Housing Plan (“SLIHP”) prepared by the Texas Department of Housing
and Community Affairs (“TDHCA”).

CORPORATION OVERVIEW

The Texas State Affordable Housing Corporation, created in 1994 at the direction of the
Texas State Legislature, is a self-sustaining nonprofit entity whose missionisto serve the
housing needs of moderate, low, very low and extremely low-income Texans and other
underserved populations who cannot access comparable housing options through
conventional financial channels. The Corporation’s enablinglegislation can be foundin
Texas Government Code, Chapter 2306, SubchapterY, Sections 2306.551 et seq.

The Corporation’s office islocated in Austin, Texas. A five-membervolunteer Board of
Directors, appointed by the Governor of Texas, oversees the policies and business of the
Corporation. None of the Corporation’s programs or operations are funded through the
State’s budget appropriations process.

The Corporation is statutorily authorized to issue mortgage revenue bonds and other tax
exemptbonds to finance the purchase and creation of affordable housing. The
Corporation also has the authority to use loans from banks, private mortgage companies,
nonprofit organizations and other financial institutions to assist low, very low, and
extremely lowincome Texans. Over the course of its history, the Corporation has utilized
more than $1.4 billioninsingle family bonding authority and approximately $724 million
in multifamily private activity bonds. ' Bond issuances are used to finance the creation
and preservation of affordable multifamily housing and the followinghome buyer
programs:

®* Homes for Texas Heroes Home Loan Program
= Home SweetTexas Home Loan Program

= Mortgage Credit Certificate Program

12016 Corporation bond activity includes a conversion of mortgage revenue bonds to Mortgage Credit Certificates in the amount
0f $200,000,000 and the issuance of $43,613,142 in Multifamily Private Activity Bonds.
2



Using its mission as guidance, the Corporation has developedthe following additional
programs and servicesto help meet the need for affordable housingin Texas:

= Home Buyer and Financial Education
= Texas Housing Impact Fund

= Affordable Communities of Texas

= AssetOversightand Compliance

= Single Family Rental Program

=  Multifamily Rental Program
= Texas Foundations Fund
CORPORATION OBIJECTIVE

The programs and services the Corporation administers have evolved and grown overthe
years as it works to serve the housing needs of Texans who need affordable housingand
underserved populations, such as people with disabilities and people livinginrural areas of
the state where access to servicesand programs islimited. n 2017, the Corporation’s
objective isto continue to implementinnovative approaches to fulfill its mission while
expandingthe success of its current programs.



PROGRAM DESCRIPTIONS AND IMPLEMENTATION PLANS
HOMEOWNERSHIP PROGRAMS

Over the last decade research has consistently shown that homeownership has a positive
impact on the socioeconomicstatus of a household and theircommunity. The financial benefits
range from yearly tax benefitsto the creation of wealth overtime earned through monthly
mortgage payments.’

Areas with high rates of homeownership often see lowercrime rates, better educational
outcomes for children and significant rates of community involvement. Research conducted by
the National Association of REALTORS® showed that stable housing created by homeownership
led to improved children’s educational achievement, improved civic participation, improved
health care outcomes for families, and reduced neighborhood crime rates.’

The Corporation currently administers the Homes for Texas Heroes and Home Sweet Texas
Home Loan Programs, which provide home loans, tax credits and down paymentassistance to
low and moderate-income families and individuals.

Traditionally, the Corporation has funded these programs through the tax-exemptbond market
by issuing mortgage revenue bonds available underits statutory authority. All of the
Corporation’s bond issuances are subject to oversight by the Texas Bond Review Board. More
recently the Corporation has fundedthese programs by poolingloans on a regular basis and
sellingthe mortgage-backed securities.

The Homes for Texas Heroes Home Loan Program, established by the Legislature in 2003, is
allocated 10 percent of the State's private activity bond cap for the purpose of making
mortgage loans to:

=  PublicSchool Classroom Teachers

= PublicSchool Teacher’s Aides

=  PublicSchool Librarians

=  PublicSchool Nurses

= PublicSchool Counselors

= Faculty Members of an Allied Health or Professional Nursing Program
= Paid Firefighters

=  Emergency Medical Services Personnel
= Peace Officers

= Corrections Officers

= Juvenile Corrections Officers

= County Jailers

% Source: Michael Corbett, “Freshen Up onthe 7 Financial Benefits of Homeownership,” trulia.com, April 23,2015
* Source: National Association of REALTORS® Research Division, “Social Benefits ofHomeownership and Stable Housing,” April 2012
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= Veterans
= PublicSecurity Officers

In 2006 the Corporation created the Home Sweet Texas Home Loan Program to serve home
buyers not eligible for the Homes for Texas Heroes Home Loan Program. The Home Sweet
Texas Home Loan Program is not profession-specificandis available statewide to those with
incomes at or below 80 percent of the area median familyincome.

The Need for Down Payment Assistance

The U.S. homeownershiprate fell to 62.9% in the second quarter of 2016, the lowest
percentage in more than 50 years.” The homeownership rate in Texas stands at 61.9% as of
March 2016.> Rising home prices, the continued effects of the housing crisis of the mid-2000s°,
and an overall lowinventory of available homes’ have playeda rolein thisdrop in
homeownership.

But evenfor individuals ready to buy a home, one of the major barriers is that prospective
buyers simply cannot accumulate sufficient funds for a down payment.®This problem has
worsened due to higherrents, particularly in metro areas, that make saving for a down
payment that much more difficult.’

This is why the Corporation’s assistance and home buyer programs are so important. The
Corporation’s home loan programs with down payment assistance allow eligible borrowers to
apply for a 30-year fixed-rate mortgage loan and receive down paymentassistance inthe form
of a grant that does not require repayment whenthe home is sold or the mortgage loan is
refinanced.

These programs are available statewide on a first-come, first-served basis to home buyers who
wish to purchase a newly constructed or existinghome. Home buyers must meetincome and
purchase price limits set by federal guidelines, while demonstrating creditworthiness and
meeting standard mortgage underwriting requirements. Home buyers must also occupy the
purchased home as theirprimary residence. The programs are accessible to eligible borrowers
by directly contacting a participating mortgage lender.

Mortgage Credit Certificate Program

In 2008 the Corporation established the Mortgage Credit Certificate (MCC) Program as another
way to assist first-time home buyers. The MCC Program is made possible underIRS rules that

* Source: Prashant Gopal, “Homeownership Rate in theU.S. Dropsto Lowest Since 1965,” Bloomberg, July 28,2016
® Source: https://fred.stlouisfed.org/series/TXHOWN, accessed November 28,2016

® Source: Wei Liand Laurie Goodman, Comparing Credit Profiles of American Renters and Owners,” Urban Institute, March 2016
7 source: Ralph McLaughlin, “House Arrest: How Low Inventory is Slowing Home Buying,” trulia.com, March 21, 2016

% source: Chrystal Caruthers, “Free Money: $12,000 for Down Payment, Why Aren’t You Applying?,” realtor.com, February 4, 2015
® source: Zillow, “Down Payments Posing a Roadblock for Renters to Become Owners,” November 11, 2015
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allow the conversion of single family mortgage revenue bonds into Mortgage Credit
Certificates. The Corporation’s MCC Program serves the same populationseligible forthe
Homes for Texas Heroes and Home Sweet Texas Home Loan Programs, howeverthe program is
only available to first-time homebuyers orthose who have not owneda home in three years.
Under the MCC Program, the qualified home buyercan take a portion of the annual interest
paid on the mortgage loan as a special tax credit, up to $2,000 each year that they occupy the
home as theirprincipal residence. An MCC has the potential of savingthe home buyer
thousands of dollars over the life of the loan. And although the MCC Program is not a home
loan program, the Corporation requiresthe home buyer to have a fixed-rate mortgage loan.

Since theirinception, demand for these programs has increased. In 2016, the Corporation’s
home buyerprograms helped 1,791 families purchase a home. To date, the Corporation has
served more than 13,500 households underour home loan, down payment and MCC programs.

Home Buyer Education Requirement

In addition to meetingthe program eligibility requirements, every home buyerwho utilizesone
of the Corporation’s homeownership programs must complete a home buyer education course
prior to closing on the purchase of theirhome. The Corporation requires that home buyers take
a course offered by a providerlisted on our Texas Financial Toolbox web site.’®The providers
listed on the Toolbox are generally nonprofit organizations or government entitieswho are
either HUD-approved or certified to provide home buyer education.

Home buyer education empowersindividuals with the ability to expand their housing searches,
avoid risky home purchases or questionable mortgages, lower theirhousing costs, improve
their credit scores, save more money, and avoid or resolve delinquent mortgage payments. ™*

There isalso evidence that homeowners who take a pre-purchase home buyereducation
course have significantly lower rates of mortgage payment delinquencies. Specifically, astudy
conducted by Neil Mayer and Associatesin collaboration with Experian found that clients
receivinghome buyer education prior to purchasing a home are one-thirdlesslikely tobecome
90 or more days delinquentoverthe two years after receiving theirloan as compared to
borrowers who do not receive that pre-purchase education or counseling. 12

2017 Implementation Plan

The Corporation will continue to stay abreast of any changes or developmentsin the mortgage
industry. The Corporation has continued this practice since its inception and will continueitin
2017. In late 2014, the Corporation started providingseveral different optionsto home buyers,
offeringvaryingrates, down payment assistance levels, and loan types.

19 T exas Financial T oolbox, http:/immw.texasfinancialtoolbox.com/home-buyer-education

! source: Evidence Matters, “The Evidenceon Homeownership Educationand Counseling,” Spring 2016
1 Source: Neil S. Mayer and Kenneth Temkin, “Pre-Purchase Counseling Impacts on Mortgage Performance: Empirical Analysis of
NeighborWorks America’s Experience,” Neil Mayer and Associates on behalfof NeighborWorks America, March2013.



These options allow home buyers, in discussions with their lenders and REALTORS®, to choose
the bestoption for them.

The Corporation will look to expand the reach of home buyer programs by continuingto build
upon relationships with current lenders and recruitingadditional lenders to participate in our
home buyer programs. In 2017, the Corporation will make a stronger push in marketingto
REALTORS® and participating lenders. Some marketinginitiatives were implementedin 2016,
and the Corporation will continue to roll out new ones in 2017.

There isalso a needto market our programs directly to potential home buyers. This is because
despite the existence of hundreds of down payment programs that provide on average $11,565
per buyerin assistance, ™ upwards of 70 percent of home buyersdon’t know down payment
assistance isavailable.* The Corporation will expand efforts to overcome this by educating
home buyers directly about our programs.

HOME BUYER EDUCATION AND FINANCIAL EDUCATION

In 2010, the Corporation created an online educational tool called the Texas Mortgage
Calculator (www.tsahc.org/Mortgage Calculator) that provides step-by-step information onthe
home buying process, information about mortgage rates, and a glossary of mortgage termsin
both English and Spanish. This tool also estimatesthe potential interestrate a home buyercan
expectin the market based on their FICO score.

In 2012, the Corporation expandedits online resources by creating the Texas Financial Toolbox
(www.texasfinancialtoolbox.com). The Texas Financial Toolbox gives consumers an easy way to
find nonprofit organizations or government entities that can help them achieve their financial
and homeownership goals through home buyer education, credit counseling or financial
education. Whether consumers want to learn how to better manage their money, find out if
they’re ready for homeownership, understand the home buying process and the programs that
are available to help them buy a home, or learn how to avoid foreclosure, the Texas Financial
Toolboxis a great place to start. Information about home buyer programs, home buyer
education classes, financial education, and foreclosure preventionis available, all searchable by
city. Thisisa unique tool the Corporation believesis providing essential information to Texas
consumers.

Texas Statewide Homebuyer Education Program

For several years the Corporation has promoted and supported successful homeownership by
administering the Texas Statewide Homebuyer Education Program (TSHEP) in partnership with
the Texas Department of Community Affairs (TDHCA).

 source: Chrystal Caruthers, “Free Money: $12,000 for Down Payment, Why Aren’t You Applying?,” realtor.com, February 4, 2015
" source: T rey Garrison, “Fully 70%of homebuyers don’t knowabout down payment assistance,” Housing Wire, December 4,2014
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TSHEP provides continuing education to housing counselors who provide home buyer
educationto consumers, most of them low-income.

TDHCA is statutorily responsible forimplementing TSHEP. However, since 2012, the
Corporation, through a formal agreement with TDHCA, has administered andimplemented
TSHEP. The Corporation, in consultation with housing counselorsand TDHCA, selects the
training courses for the year and manages the logistics surroundingthe trainingsessions. In
addition, as a nonprofit organization, the Corporation has successfully raised significant funds
from financial institutions to expand the program.

In 2016, housingcounselorsacross the state had the opportunity to attend two separate
trainings that furthered theirskills and certified many of the participants as home buyer
education providers. The Corporation contracted with NeighborWorks America, the selected
education provider, to teach housing counselorsthe principles and applications of
comprehensive pre-purchase home buyer education, one-on-one counseling, and credit
counseling for maximum results.

To date, 980 housing counselors have continued theireducation to either maintain or obtain
theirhome buyer education certification as a result of training they received through TSHEP.
Under TSAHC's administration of TSHEP, the Corporation has trained 423 counselors
representing 176 organizations in 59 municipalities across Texas.

2017 Implementation Plan

In 2017, the Corporation, with support from private and public funders, will conduct two
weeklongtraining sessions and one three-day training session as part of TSHEP. The
Corporation will offer courses coveringthe followingtopics: home buyer education methods,
post-purchase education methods, and delivering effective financial education totoday’s
consumers.

TEXAS HOUSING IMPACT FUND

The Texas Housing Impact Fund helps provide safe, decent, and affordable housingwith an
emphasison servingrural and underserved communities by providing flexible financing options
to affordable housing developers. This program was formerly known as the Direct Lending
program, but the Corporation changed the name in September 2015 to better communicate
the purpose and goals of the loan products to both developers and potential investors.

Leveraginginvestments from private foundations and banks, the Corporation is able to provide
both short-term and long-term affordable housing financing to developers through the Texas
Housing Impact Fund. Applications for new loans are accepted on an ongoingbasis, provided
thereis fundingavailable for the program. This funding model has enabled the Corporation to
steadily grow the fund over time.



To date, the Texas Housing Impact Fund has financed the construction or rehabilitation of 157
single family homesand 1,901 rental units for low and moderate-income households.

The Corporation currently offersthree types of loans:

= Construction lines of credit for new single-family homes
= Revolvinglinesof creditfor acquisition/rehabilitation of single-family homes
= Permanentfinancingfor multifamily rental properties

Single Family Construction/Rehabilitation

Homeownershipisthe primary means by which lower-income households create stability and
build wealth for the future. According to the most recent Federal Reserve Survey of Consumer
Finances, the average networth of a homeownerranged between 31 and 46 times that of the
average net worth of arenterin a time span covering 1998 to 2013.%

However, due to rising housing prices, many Texans cannot afford to purchase a home in their
communities. For example, according to research conducted by the Real Estate Centerat Texas
A&M University, as of October 2016 the median home price was more than $200,000 in most
Texas cities, including Austin (with a median home price of $270,000), Dallas ($232,000) and
Houston ($218,000).'® By financing the construction or rehabilitation of single family homes
that are affordable to well-qualified low and moderate-income home buyers, the Texas Housing
Impact Fund ishelpingfamiliesandindividuals achieve theirdreams of homeownership.

In 2016, affordable housingdevelopers usedfinancing from the Texas Housing Impact Fund to
rehabilitate or construct eight homesand 21 condominiums for low-to moderate-income home
buyers.’

Multifamily Construction/Rehabilitation

The Corporation also recognizes that not all families and individuals are ready to become
homeowners. Access to affordable and decentrental housingis what is most important to
these households. By funding the construction or rehabilitation of affordable rental units, the
Texas Housing Impact Fund helps ensure these households can access safe and decentrental
homes without havingto sacrifice other basic needs, such as food, education or medical care.

The Corporation’s Texas Housing Impact Fund generally targets smaller multifamily
developmentsinrural areas and underserved communities. The average loan size for
multifamily developmentsis $580,000, and the average number of units is 72. The Corporation
did not award any Texas Housing Impact Fund loans for multifamily developmentsin 2016.

> Source: “Net Worth of Homeowners vs. Renters,” National Association of REALTORS® Economists’ Outlook, September8, 2014,

'8 source: https:/Aww.recenter.tamu.edu/data/housing-activity/, accessed November 14,2016.
Y The eighthomes are located in Beaumont, Dallas, Lufkinand Mabank, T exas. The21 condominiums are part of The Chiconbeing
developedin Austin, Texas by Chestnut Neighborhood Revitalization Corporation.
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Texas Housing Impact Fund Loan Production

Loan Production 2016 2003 - 2015
Loans Made 4 23
# of Single Family Homes Built or 59 128
Under Construction
# of Rental Units 0 1901
Amount of Loan Funds Approved $3,950,000 $11,746,287

2017 Implementation Plan

The Corporation plans to provide flexible lines of creditto developersin targeted areas. These
loan products, leveraged with the Corporation’s access to lower cost land through its
Affordable Communities of Texas (ACT) land bank, will enable these developersto continue to
construct and rehabilitate single family homes that are affordable for working families.

Additionally, the Corporation plans to continue to provide loans to small and rural markets for
multifamily developments, helpinglocal developers meetthe housing needs of their
communities.

The Corporation will continue to seek additional investments from financial institutions to
meetthe growing needfor housingin targeted markets. The Corporation will also continue to
market the Texas Housing Impact Fund to attract developersandinvestors across the state and
explore how to betterdocument the impact of the program.

AFFORDABLE COMMUNITIES OF TEXAS PROGRAM

The Corporation created the Affordable Communities of Texas (ACT) Program, a land bank
and land trust program, in 2008 to stabilize communities experiencing high rates of foreclosure.
The Corporation works in partnership with nonprofit and government agencies across the
state to acquire and redevelop foreclosed homes, vacantland and tax foreclosed properties,
and then sell or rent the homesto low-income families.

The ACT Program, has worked with 28 nonprofithousing developers across Texas, acquired a
total of 563 properties and has redeveloped 222'° of these properties to date. The ACT
Program has a current portfolio of 309 lots and homes, and it comprises four unique initiatives
distinguished by source of fundingand targeted use of properties:

= ACT Land Banking — Thisis the Corporation’s general land banking program that

'8 2016 loans include a newloan in theamount 0f$2,000,000to Chestnut Neighborhood Revitalization Corporationanda newloan in
the amount of $1,000,000 to Community Development Corporation of Brownsville. Lines of credit for single family construction and
rehabwere providedto Builders of Hope CDC for $500,000 andto Legacy CDC for $450,000.

' Thisincludes properties that may still be under contract for sale and havea sale date but havenot finalized a closing.
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includes properties that are either purchased by the Corporation or donated to the

Corporation. Properties are redeveloped foraffordable housing. If a property is not
suitable for redevelopment (i.e. poor location, high cost of redevelopmentorother
extenuating circumstances), the property is sold and the fundsreinvestedinthe ACT

Program.

= ACT Land Trust — Properties acquired are intendedtobe heldin perpetuity by the
Corporation. Homes built or redeveloped on land trust sites may be rented or sold to
gualified low-income households.

= VeteransHousing Initiative —This initiative, nearingcompletion, was a partnership with

Bank of America. The Corporation accepted higher value homes donated by Bank of
America that were redevelopedandsoldat a minimum 25% discount or donated
mortgage-free to qualified U.S. military veteransin Texas. To date, the Corporation has
sold 66 homes through the program, and only one home remains for sale in the
portfolio. The Corporation donated 10 homesto veterans who are disabled and have

lowincomes as part of the program.

= Texas NSP — This category includes those homes and properties that were acquired
using Texas’s federal Neighborhood Stabilization Program (NSP) funding.

Affordable Communities of Texas Portfolio

Current Current Asset
Program/Initiative | Acquisitions 2016 Sales 2016 Portfolio Value
ACT Land Banking 10 23 82 $1,505,060
ACT Land Trust 0 0 1 $650,000
Veterans Initiative 0 4 1 $33,210
Texas NSP 0 18 225 $3,304,501
Totals 10 45 309 S$5,492,771

2017 Implementation Plan

The ACT Program will continue to play an integral role in the Corporation’s overall affordable
housing strategy. The Corporation plans to continue to form partnershipsto acquire foreclosed
and vacant properties, including working directly with local and regional governments.

Additionally, the Corporationintendsto continue working with its network of local partner
developerstoredevelop andsell properties currentlyin the ACT Program’s portfolio. The
Corporation will alsolook for new local partners, particularly in areas of the state where the
Corporation has land bank properties but does not have a local partner.

Lastly, the Corporation will continue tofocus on sellinghomesinthe Texas NSP portfolio as
quickly and efficiently as possible.




MULTIFAMILY PRIVATE ACTIVITY BOND PROGRAM

The Corporation uses its statutory authority to issue tax-exempt multifamily private activity
bonds (PAB) to help affordable housing developers construct or preserve multifamily rental
units. Asa conduitissuer,the Corporation is allocated 10 percent of Texas’ multifamily PAB
cap each year.

The Corporation makes available to developers its multifamily PAB allocation through an
annual Requestfor Proposal application process. To be considered for multifamily PAB
financing, multifamily developments must meet specific housing needs identified each year
by the Corporation’s Board of Directors. In 2016 those housing needs were:

= At-Risk Preservationand Rehabilitation

= Rural and Smaller Urban Markets

= Seniorand Service Enriched Housing Developments
= Disaster Relief Housing

In 2016, the Corporation issued or reserved $43,613,142 in multifamily PABs to construct or
rehabilitate 470 affordable rental unitsin Dallas and Glenn Heights.20

2017 Implementation Plan

The Corporation anticipates continued interestand growth in our PAB program due to the high
number of affordable housing units needed to meetthe demand. For example, research
conducted by the National Low Income Housing Coalition found that, in Texas, there are only 56
units thaztlare affordable for every 100 households that earn 50% or less of the average median
income.

The Corporation plans to continue to address this ongoing demand for affordable multifamily
housing by financing through the PAB program the construction and rehabilitation of additional
rental units that are affordable to low and verylow-income Texans.

In 2017, the Corporation will also focus on how to preserve and create affordable housing
specificallyinrural areas. The Corporation recently began collaborating with the Federal
Reserve Bank of Dallas and other interested parties on how to preserve aging rural multifamily
developments. Specifically, Texas is home to 696°% rural multifamily developments that were
financed by the U.S. Department of Agriculture under its Section 515 loan program.

20 The developments in these municipalities are Peoples El Shaddai Village Apartments (Dallas, TX), St. James Manor Apartments
(Dallas, T X) and Palladium Glenn Heights Apartments (Glenn Heights, TX).

L spurce: “ T he Affordable Housing Gap Analysis 2016,” The National Low Income Housing Coalition, 2016,
httpJ/nlihc.org/sites/default/files/Gap-Report_print.pdf

22 spurce: https://catalog.data. gov/datasetiusda-rural-development-multifamily-section-515-rural- rental-housing-and-section -5 14-farm-I-
f2dd4
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Many of these developments face uncertain futures because of need for repair, maturing
mortgages, or expiring rental assistance agreements.

Private activity bonds may play arole in preservingthe Section 515 rural rental developments.
Moreover, the Corporation will evaluate what other resources it can provide, in collaboration
with the Federal Reserve Bank of Dallas and other partners, to address housing needsin rural
areas of the state.

ASSET OVERSIGHT AND COMPLIANCE

Assetoversightand compliance monitoring of multifamily properties financed through
multifamily tax-exempt bondsis required by many bond issuers, including the Corporation. The
Corporation also requires asset oversight and compliance monitoring of multifamily properties
financed through our Texas Housing Impact Fund. The Corporation believesthese reviews are
one of the best ways to ensure properties are continuing to provide safe and decentaffordable
housingto theirresidents.

Asset Oversight

As part of the asset oversightreview process, staff performs an annual on-site physical
inspection of each property, monitors each property’s financial and physical health, and
provides suggestions for improvementto property owners and managers. Staff completesa
report of each property and submits its reports to property owners, managers and other
stakeholders. The reports are also available on the Corporation’s web site.

Compliance

As part of the compliance review process, staff reviews tenant files on-site annually to ensure
that property owners and managers are followingthe federal affordability requirements
relating to the tax-exempt status of the bonds. Completed compliance reports are submitted to
property owners, managers, and other stakeholders and are also available on the Corporation’s
website. In addition, the Corporation manages an online reporting systemthat allows property
managers to complete theirmonthly compliance reporting online. Each month, staff monitors
whether property ownersand managers are providingthe required number of affordable units
to income-eligible households and that quality resident services are being provided. By
monitoringthis on a monthly basis, the Corporation helps ensure that property owners and
managers are meetingall program requirements.

In 2016, the Corporation performed asset oversightreviewsfor 27 properties, totaling 3,960
units, and the Corporation performed compliance reviews for 26 properties, totaling 3,748
units. These properties are eitherbond-financed orfinanced through the Texas Housing Impact
Fund. The Corporation also leveragesits asset oversightand compliance experience by
providingtrainingto other housing organizationsand publicagencies as needed.
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2017 Implementation Plan

The Corporation will continue to provide asset oversight and compliance monitoring services to
the propertiesinits current bond and Texas Housing Impact Fund portfolios. In 2017, the
Corporation anticipates adding three properties to the portfolio of bond-financed properties
monitored by the Corporation’s staff.

The Corporation will continue to review and update its policies and proceduresas industry
trends and changes in policy dictate. The Corporation will continue to closely monitorthe
financial health and physical condition of propertiesinits portfolio and offerspecificstrategies
forimprovement. In addition, the Corporation plans to expand and target the marketing of its
asset oversightand compliance capabilities to other housing organizations and publicagencies.

SINGLE FAMILY RENTAL PROGRAM

The cost of livingin Austin continuedto rise in 2016. According to the Real Estate Center at
Texas A&M University, the average home price in Austinis $270,000. 2 The average monthly
rentis $1,281.%* These prices are simply unaffordable for many low-income Austin families.

In May 2013, the Corporation created the Single Family Rental Program to provide eligible low-
income families with affordable, below-market rental homesin high opportunity
neighborhoodsinthe Austin Metropolitan Statistical Area (MSA).

Homes available through the program are locatedin areas with higherthan average median
incomes, with access to good schools, transportation and other services nearby. The program
has received an extraordinary number of applications from low-income familiesand individuals
interestedinrentinga home available under the program.

The program offersindividuals and families that earn at or below 80% of the area median
familyincome the opportunity to rent a home at significantly less than market rate rents. In
additionto verifyingincome, the Corporation screens each applicant for rental, credit, and
criminal history. To date, the Corporation has purchased and leased 15 single family homes?>,
one condominium and one duplex to qualifying, low-income familiesin the Austin MSA.

% Source: See Footnote 15.
* source: https://mww.rentjungle.com/average-rent-in-austin-rent-trends/
% Thisincludes two homes purchased by the Corporation in 2016 as part of the single family rental program.
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MULTIFAMILY RENTAL PROGRAM

In July 2015, the Corporation expanded itsrental program by acquiring the Rollins Martin
apartment complexin East Austin. East Austin isa rapidly developing community that is quickly
becoming unaffordable to its long-time lower-income residents. Recentresearch revealed two
worrisome trends for the censustract containingthe Rollins Martin apartments. First, the
average renterin the tract is cost-burdened (defined as spending more than 30% of their
income on housing), and second, the number of cost burdened rentersin the tract has gone up
from 2010 to 2014.%°

The Rollins Martin apartment complex was originally financed as part of the federal low-income
housing tax credit (LIHTC) program. It consists of 15 three-bedroom apartment units, all of
which are affordable for families earning at or below 60% of the area median family income.

The Corporation has made substantial improvements to the Rollins Martin apartment complex.
In 2015, the Corporation installed new appliances, tankless water heaters and HVAC for each
unit and new roofing and a fence for the complex. In 2016, the Corporation added new outdoor
trash receptacles, a bike rack, and a surveillance system atthe property. Additionally, the doors
for the laundry area in each unit were expanded.

2017 Implementation Plan

The Corporation plans to purchase three additional homesfor the Single Family Rental program

before August 31, 2017. The Corporation will continue to manage the program to provide its
tenants with affordable, safe rental homesin high opportunity areas of the Austin MSA.

Remaining renovations for the Rollins Martin apartment complexinclude repainting the
interiors and providing new flooring, countertops and cabinets for each unit. These renovations
have been completedinthree of the 15 units. In an effortto avoid tenant displacement, the
remaining renovations will be done on a rolling basis once a unit becomes available after a
tenant movesout.

TEXAS FOUNDATIONS FUND

History of the Texas Foundations Fund

The Corporation created the Texas Foundations Fund to improve housing conditionsfor very
low-income Texas households, with a particular emphasis on assisting persons with disabilities

and rural communities. The Corporation defines verylow-income households as households
earning at or below 50% of the area median familyincome.

%6 source: Michael T heis, “Charting Austin’s unaffordable rental landscape,” Austin Business Journal, November 4, 2016
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Through the Texas Foundations Fund, the Corporation partners with nonprofit organizations
across Texas to support quality programs that address the critical housing needs of very low-
income families and individuals. In the past, the Corporation has also partnered with rural
government entities to fund these programs, but as of 2016, only nonprofit organizations are
eligible for partnership opportunities. Selected partners receive grants to support theirhousing
services. Since 2008, the Corporation has awarded more than $2.6 millionin grants.

The housingservices listed below are eligible for support through the Texas Foundations Fund:

e The rehabilitation and/or critical repair of owner-occupied, single family homesto
remedy unsafe living conditions. Critical repairs may also include accessibility
modifications to assist household members with a disability.

e The provision of supportive housingservices for residents of housing units owned by
the applicantreceiving funding. The services supported by the Texas Foundations Fund
must helpindividuals and families atrisk of homelessness orunnecessary
institutionalization gain and/or maintain their housing stability. Eligible supportive
housingservicesinclude, but are not limited to: the provision of alcohol and drug
counseling, adult education and/or job training, mental health counseling, case
managementand services provided by a health care provider.

The Corporation selected these services by conducting a survey asking its partner housing
organizationsto identify the greatest housing needs of the very low-income Texans they serve.

The Corporation funds its Texas Foundations Fund awards by blending private donations with
earnedrevenue from its other housing programs. The Corporation’s Board of Directors

determinesthe amount available for each funding round based on revenue and private funding
received.

Prior to each fundinground, the Corporation publishesthe Texas Foundations Fund Guidelines
for publiccomment, giving stakeholders the opportunity to provide feedback prior to
submittinga funding proposal.

2016 Texas Foundations Fund

For the 2016 fundinground, the Corporation made the following changes to the Texas
Foundations Fund based on feedback received from past applicantsin combination with
internal deliberations and assistance from a third-party consultant.

First, partners are selected fora two-yearterm through an online application process. The

applicationis now simplerthan it has beenin the past for grant funding. The Corporation’s
Board of Directors gives final approval to selected partners.
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Second, the Texas Foundations Fund now provides matching grants to the selected nonprofit
partners for eligible publicand private funds they raise for their qualified programs. The
followingfundingtypes are eligible for matching grants: individual donations, foundation
grants, corporate grants or sponsorships, government grants, and in-kind donations of
materials or professional services. To qualify as a matching grant for the 2016 fundingcycle,
publicor private funds must have beenreceived by nonprofit partners on or after January 1,
2016 and must be earmarked specifically forthe program for which a matching grant from the
Texas Foundations Fund was requested.

Third, in additionto servinghouseholds at or below 50% of the area median familyincome,
partners must now utilize their matching grant to support households with a disability and/or
households locatedin rural communities.

A final change involved the Corporation’s Advisory Council. This body — selected by the Board of
Directors — has vetted and approved grant applicationsin the past. Now that the application
process is much simpler, thereis no longera need for Advisory Council oversight of the
application process. With that in mind, the Corporation’s Board of Directors voted to suspend
the Advisory Council.

With these changes implemented, the Corporation selected 25 nonprofit partners for the 2016
fundingcycle. Each partneris eligible to receive $12,100 in matching grant fundingfor a total of
$302,500 in grant awards.

2017 Implementation Plan
The Corporation does not anticipate making any significant changes to the Texas Foundations
Fund for the 2017 award cycle. As with every year, the Corporation will continue to explore

ways to increase the amount of funding available for the Texas Foundations Fund and to
promote the program to more nonprofit partners.
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