












 

 
 

 
 

 

 

 
 
 

 

 
 

 
 

 
 

 

                                                                                                                                                                        
 

 

 

  TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 


This section of the Texas Department of Housing and Community Affairs’ (Department) annual 
financial report presents management’s discussion and analysis of the Department’s financial 
performance during the fiscal year that ended on August 31, 2011.  Please read it in conjunction 
with the Department’s financial statements, which follow this section.   

The Department was created to assist local governments in helping residents overcome financial, 
social and environmental problems; to address very low to moderate income housing needs; to 
contribute to the preservation and redevelopment of neighborhoods and communities; to assist 
the Governor and the Legislature in coordinating federal and state programs affecting local 
governments; and to continually inform the state and the public about the needs of local 
government.   

The Manufactured Housing Division is administratively attached to the Department and is 
responsible for establishing standards and requirements for the construction and installation of 
manufactured housing that are reasonably necessary to protect the health, safety and welfare of 
the occupants of such housing and the general public.  The Manufactured Housing Division has a 
governing Board of five members appointed by the Governor. 

The Department is governed by a Board, composed of seven members, all of whom are 
appointed by the Governor with the advice and consent of the Texas Senate.   

Financial Highlights 

•	 The Department’s business-type activities net assets increased $51.1 million and 
governmental activities net assets increased $195 million.  

•	 The Department’s proprietary fund experienced a decrease in operating income in the 
amount of $229 thousand to an operating income of $38.5 million.  This impact on 
operating income resulted primarily from a decrease in the change in the fair value of 
investments in the amount of $2.4 million, a decrease of $10 million in interest and 
investment income, an increase of $1.7 million in other operating revenue and a decrease 
of $13 million in interest expense.  

•	 The Department administers several significant programs under the Housing and 
Economic Recovery Act of 2008 (HERA) and the American Recovery and Reinvestment 
Act of 2009 (ARRA): Homelessness Prevention and Rapid Re-Housing Program 
(HPRP), Weatherization (ARRA DOE), Community Services Block Grant (ARRA 
CSBG), Tax Credit Assistance Program (TCAP), Housing Tax Credit Exchange 
(Exchange), and Neighborhood Stabilization Program (NSP). The Department also 
administers the Community Development Block Grant (CDBG) awarded from the U.S. 
Department of Housing and Urban Development (HUD) for housing recovery efforts 
related to Hurricanes Rita, Katrina, Ike and Dolly. Activities related to TCAP, Exchange 
and ARRA DOE increased significantly during fiscal year 2011. 
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•	 The Department anticipates a significant reduction in revenues in fiscal year 2012 related 
to ARRA grants. HERA activities will also decline. Additionally, TDHCA is no longer 
responsible for the administration of the Community Development disaster recovery 
funding as of July 1, 2011. Therefore, we anticipate lower levels of revenues next fiscal 
year. 

•	 Net Assets in the Department’s Governmental Activities increased from $301.6 million to 
$496.6 million.  The majority of the change represents an increase in long-term revolving 
loans and contracts related to HOME, CDBG and TCAP. 

•	 The Bond Program’s debt outstanding of $2.4 billion as of August 31, 2011, decreased 
$274 million. Debt issuances and debt retirements totaled $60 million and $333 million, 
respectively. 

•	 Loan originations in the Department’s proprietary and governmental funds for the year 
totaled $16.6 million and $212.5 million, respectively. 

•	 In accordance with Governmental Accounting Standards Board (GASB) Statement No. 
53, Accounting and Financial Reporting for Derivative Instruments, the Department 
identified its derivative instruments, measured their effectiveness, and reported the 
derivative instruments at fair value.  The Department’s interest rate swaps, which were 
primarily used to hedge changes in interest rates, are considered to be derivative 
instruments under GASB 53.  GASB 53 requires the fair value of a derivative to be 
reported at the end of the fiscal year in the balance sheet.  As of August 31, 2011, the 
Department’s five interest rate swaps had a total notional amount of $299.1 million and a 
negative $38.7 million fair value which was recorded in the deferred outflow of resources 
account and as a derivative swap liability. 

•	 Starting in fiscal year 2011, the Department adopted GASB Statement No. 54, Fund 
Balance Reporting and Governmental Fund Type Definitions. The statement has two 
major areas of discussions: fund balance classifications and fund type definitions. The 
statement significantly changes the focus of fund balance reporting to the perspective of 
the underlying resources within the fund balance. The new components of the fund 
balance pinpoints constraints on how resources are utilized. 

Overview of the Financial Statements 

The financial statements consist of three parts – management’s discussion and analysis (this 
section), the basic financial statements, and supplementary information.  The basic financial 
statements include two types of statements that present different views of the Department. 

•	 The first set of statements is government-wide financial statements that provide 
information about the Department’s overall financial position and results.  These 
statements, which are presented on an accrual basis, consist of the Statement of Net 
Assets and the Statement of Activities. 
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•	 The remaining statements are fund financial statements of the Department’s 
governmental, fiduciary and proprietary funds.  The governmental fund’s activities are 
funded primarily from federal funds that include General Revenue appropriations for 
which the Department follows a modified accrual basis of accounting. The Department’s 
proprietary fund operates similar to business activities and follows an accrual basis of 
accounting. 

•	 The basic financial statements also include a “Notes to Financial Statements” section 
which explains some of the information presented in the Government-wide and fund 
financial statements and provides additional detailed data. 

•	 The Notes to the Financial Statements are followed by a “Supplementary Information” 
section, which presents supplementary bond information. 

The remainder of this overview section of the management’s discussion and analysis explains the 
structure and contents of each of these statements.   

Government-Wide Financial Statements 

The Statement of Net Assets shows Governmental Activities and Business-Type Activities 
presented on a full accrual basis. The Statement of Activities presents a government-wide format 
of expenses, charges for services, operating grants and contributions and net expenses by both 
Governmental activities and Business-type activities.  Both activities are further broken down by 
function and programs.  The second section of the Statement of Activities shows general 
revenues not associated with a particular program but provides resources for the Department’s 
programs and operations.  The fiduciary activity is not included in the government wide 
statements.   
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Statement of Net Assets – Governmental Activities 

The following tables show a summary of changes from prior year amounts for governmental 
activities. 

Texas Department of Housing and Community Affairs
 
Governmental Activities - Condensed Statements of Net Assets


 As of August 31, 2011
 

Governmental 

Activities Increase / (Decrease)
 

Assets 2011 2010 Amount %
  Legislative Appropriations $ 4,140,727 $ 6,964,299 $ (2,823,572) (40.5)

  Federal Receivables 39,098,470 68,074,966 (28,976,496) (42.6)

  Interfund Receivable 1,330,865 561,946 768,919 136.8

  Loans and Contracts 494,902,454 299,731,889 195,170,565 65.1

  Due From Other Agencies 891,715 3,226,496 (2,334,781) (72.4)

  Capital Assets 146,994 85,172 61,822 72.6

  Other Assets 5,035,621 7,620,411 (2,584,790) (33.9)
 

Total Assets 545,546,846 386,265,179 159,281,667 41.2
 

Liabilities
  Accounts Payable 40,617,042 72,983,506 (32,366,464) (44.3)

  Interfund Payable 1,426,096 610,709 815,387 133.5

  Other Current Liabilities 6,499,879 10,604,353 (4,104,474) (38.7)

  Other Non-current Liabilities 403,273 442,176 (38,903) (8.8)
 

Total Liabilities 48,946,290 84,640,744 (35,694,454) (42.2)
 

Net Assets
  Invested in Capital Assets 146,994 85,172 61,822 72.6

  Restricted 495,064,096 299,778,231 195,285,865 65.1

  Unrestricted 1,389,466 1,761,032 (371,566) (21.1)


 Total Net Assets $ 496,600,556 $ 301,624,435 $ 194,976,121 64.6
 

Net Assets of the Department’s governmental activities increased by $195 million. The increase 
was a result of an increase in Restricted Net Assets, which primarily consists of loans associated 
with HOME, CDBG and TCAP.  The Net Assets component for fiscal year 2010 has been 
modified to be consistent with the current year. 

Legislative Appropriations decreased by $3 million. This decrease (primarily) represents 
appropriated funds transferred to the Texas Veterans Commission for the purpose of 
administering the Housing Trust Funds for veterans (82nd Leg, HB1, Article VII, Rider 19). 
Other Legislative Appropriation adjustments include a 5% biennial budget reduction and a fiscal 
year 2011 2.5% reduction. 

The Department experienced a decrease in Federal Receivables of $29 million due to the transfer 
of the CDBG Disaster Recovery grant. This grant was transferred to the General Land Office 
(GLO) in fiscal year 2011. The Department also experienced a similar decrease in Accounts 
Payable of $32 million. 

The Department experienced an increase in Loans and Contracts of $195 million related to 
TCAP ($105 million), CDBG ($27 million), HOME ($27 million) and NSP ($36 million) 
programs. 
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Statement of Net Assets – Governmental Activities Cont’d 

Due from Other Agencies represents a pass-through award due from the Texas Higher Education 
Coordinating Board. State Fiscal Stabilization Fund was awarded from the U.S. Department of 
Education under the direction of the Office of the Governor.  The funding was provided to the 
Department to supplement homeless prevention. 

Interfund Receivable and Interfund Payable represent expenditure transfers from ARRA federal 
fund to General Revenue after year end. 

Included in Other Liabilities is the current and non-current portion of Employees’ Compensable 
Leave. It represents unpaid balances of employees’ accumulated annual leave. A significant 
number of CDBG disaster recovery employees were transferred to GLO. Consequently, leave 
hours and unpaid balances of employee’s accumulated annual leave decreased. 
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Business Type Activities 

Texas Department of Housing and Community Affairs
 
Business-Type Activities
 

Condensed Statement of Net Assets as of August 31, 2011
 

Business-Type 
Activities Increase / (Decrease) 

Assets 2011 2010 Amount %
  Cash & Investments $ 1,572,320,404 1,736,323,357$ $ (164,002,953) (9.4)
  Loans and Contracts 1,184,888,637 1,275,677,613 (90,788,976) (7.1)
  Interest Receivable 13,799,643 14,628,301 (828,658) (5.7)
  Capital Assets 104,237 73,033 31,204 42.7
  Deferred Outflow of Resources 38,672,925 36,966,154 1,706,771 4.6
  Other Assets 11,817,070 12,514,879 (697,809) (5.6)
   Total Assets 2,821,602,916 3,076,183,337 (254,580,421) (8.3) 

Liabilities
 Current
  Interest Payable 29,103,084 32,465,592 (3,362,508) (10.4)
  Other Liabilities 23,453,970 26,652,583 (3,198,613) (12.0)
  Non-current
  Bonds Payable 2,397,034,987 2,671,049,369 (274,014,382) (10.3)
  Derivative Hedging Instrument 38,672,925 36,966,154 1,706,771 4.6
  Other Non-current Liabilities 67,421,485 94,255,523 (26,834,038) (28.5)
   Total Liabilities 2,555,686,451 2,861,389,221 (305,702,770) (10.7) 

Net Assets
  Invested in Capital Assets 104,237 73,033 31,204 42.7
  Restricted 179,534,185 139,489,798 40,044,387 28.7
  Unrestricted 86,278,043 75,231,285 11,046,758 14.7
   Total Net Assets $ 265,916,465 214,794,116$ $ 51,122,349 23.8 

Net assets of the Department’s Business-Type Activities increased $51.1 million, or 23.8%, to 
$266 million.  The majority of this increase is attributed to an increase of the fair value of the 
Department’s investments, an increase in interest income on investments, and a decrease in bond 
interest expense. 

Restricted net assets of the Department’s proprietary fund increased $40 million or 28.7%. 
Unrestricted net assets increased $11 million or 14.7%. These restrictions are related to bond 
covenants and do not significantly affect the availability of resources for future use.  

Cash and investments decreased $164 million, or 9.4%, to $1.6 billion, related to the decrease in 
fair value of investments and funds received related to the Housing Trust Fund.  Program loans 
receivable (current and non-current) decreased $90.8 million, or 7.1%, to $1.2 billion, primarily 
as a result of loan payoffs related to the Department’s Multifamily Bond Program.  
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Business Type Activities Cont’d 

The Department has $2.4 million in bonds outstanding related to its revenue bonds.  It has issued 
$60 million in revenue bonds. The Department’s bonds have been rated AA+ by Standard & 
Poor’s. Total bonds payable (current and non-current) decreased by $274 million, or 10.3%, due 
to the Department’s monthly retirement of existing debt being greater than bond issuance.  The 
$3.4 million decrease in total interest payable to $29.1 million is reflective of the decrease of the 
Department’s debt. For more information on the Department’s debt, refer to Note 5. 

Statement of Activities 

The Statement of Activities reflects the sources of the Department’s changes in net assets as they 
arise through its various programs and functions.  Single Family, Multifamily and Housing Trust 
Fund are shown as business-type activities, and ten major programs are shown as governmental 
activities. Federal and state assistance activities allocate various subsidy funds to local 
governments, nonprofit organizations or individuals. 

A condensed Statement of Activities for the fiscal year’s ended August 31, 2010 and 2011 is 
shown in the table below. 

Texas Department of Housing and Community Affairs 
Condensed Statement of Activities 

(In Thousands) 

Activities 
Governmental 

Activities 
Business-Type 

Total 
%

 Change 
2011 2010 2011 2010 2011 2010 

Program Revenues: 
Charge for Services 
Operating Grants and Contributions 

Total Revenue 

5,646 $ 5,477 $ 130,146 $ 138,792 $ 
1,207,918 760,782 - -
1,213,564 766,259 130,146 138,792 

$ 135,792 $ 
1,207,918 
1,343,710 

144,269 
760,782 
905,051 

(5.9) 
58.8 
48.5 

Total Expenses: 
Net Revenue 
General Revenues 
Transfers 
Change in Net Assets 
  Beginning Net Assets 

Ending Net Assets 

1,031,318 670,025 125,594 136,169 
182,246 96,234 4,552 2,623 

22,007 23,504 39,850 40,986 
(9,276) (10,844) 6,720 8,683 

194,977 108,894 51,122 52,292 
301,624 192,730 214,794 162,502 
496,601 $ 301,624 $ 265,916 $ 214,794 $ $ 

1,156,912 
186,798 
61,857 
(2,556) 

246,099 
516,418 
762,517 $ 

806,194 
98,857 
64,490 
(2,161) 

161,186 
355,232 
516,418 

43.5 
89.0 
(4.1) 
18.3 
52.7
45.4 
47.7 

Governmental Activities 

Revenues of the Department’s Governmental Activities were received primarily from Operating 
Grants and Contributions. The majority of the revenues were from the U.S. Department of 
Housing and Urban Development (HUD) and the U.S. Department of Health and Human 
Services (HHS). General Revenues are revenues appropriated to the Department in accordance 
with legislative acts and regulations. 

Total program and general revenues increased $446 million.  This change consisted primarily of 
increases in Operating Grants and Contributions.  It is a result of federal programs associated 
with the American Recovery and Reinvestment Act (ARRA).  There is also an increase in 
LIHEAP and CDBG Programs.  
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Governmental Activities Cont’d 

Expenses of the Department’s Governmental Activities consisted primarily of Intergovernmental 
Payments and Public Assistance Payments. The Department distributes program funds to local 
providers, including local governments, nonprofit and for-profit organizations, community based 
organizations and real estate developers. The net impact to expenses is primarily due to increased 
activities in the ARRA, LIHEAP and CDBG programs.  

Transfers composed primarily of the transferring out of the Housing Trust Fund (HTF) from 
Governmental Activities to Business-Type Activities (TDHCA, Rider 10, GAA 2010-2011). It 
also included transfers of Earned Federal Funds collected in accordance with S.B. 1, Article IX.  

Net Assets are primarily composed of Restricted Net Assets which represent balances in federal 
funds and ARRA funds. These restrictions, commitments or limitations will not significantly 
affect the availability of fund resources for future use. 

Business-Type Activities 

Revenues of the Department’s Business-Type Activities were primarily from Charges for 
Services of $130.1 million and an increase in fair value of investments of $33.2 million.  Charges 
for Services consist primarily of earned interest income on loans for the three housing lending 
programs. It also includes program investment income which is earned within the Department’s 
bond programs, the investments and the income of which are restricted to those programs by a 
pledge to the respective bond indentures. Total charges for services decreased $8.6 million which 
is accounted by a $7.1 million decrease in interest and investment income related to Single 
Family Mortgage Revenue bonds due to lower investment yields and a $2.9 million decrease 
related to Multifamily bonds due to lower mortgage loan balances. 

Expenses of the Department’s Business-Type Activities consist primarily of interest expense of 
$103.5 million, which decreased $13 million, professional fees and services of $4.3 million, 
which increased $1.7 million, and salaries and wages/payroll related expense of $11.6 million 
which increased $1.3 million. The decrease in interest expense is a result of an increase of the 
frequency in the retirement of the Department’s bonds and lower interest rates related to the 
Department’s variable rate debt. The direct expenses also include Administrative Funds, 
allocations of expenses of Department programs that directly involve the production or 
monitoring activities associated with the housing programs, as well as certain costs incurred, 
both internally and externally. Administrative expenses, which were incurred within the 
Department’s Administrative Fund, including all other administrative and supportive functions 
and overhead expenses remained constant.   

The Department’s Business-Type Activities Charges for Services of $130.1 million exceeded 
expenses of $125.6 million by $4.5 million.  Charges for Services, primarily interest income on 
loans and investment income, are intended to cover bond principal and interest expense as 
required by the bond indenture covenants. The Charges for Services also cover other direct 
expenses. 
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The Department’s Business-Type Activities also generated $683.6 thousand of unrestricted 
investment income, which was used primarily to pay administrative costs. 

Fund Financial Statements 

The fund financial statements provide more detailed information about the Department’s most 
significant funds and the Department as a whole.  The Department has three types of funds: 

•	 Governmental fund – The General Revenue Fund is the Department’s only Governmental 
Fund. It is the principal operating fund used to account for the Department’s general 
activities. The financing for this fund is authorized through state legislative 
appropriations either as committed or collected revenues.  Federal and state programs are 
also reported within this fund.  The Condensed Balance Sheet – Governmental Fund 
would be substantially the same as the Condensed Statement of Net Assets – 
Governmental-Activities; therefore, it is not included.  

•	 Proprietary fund – The Department’s activities in its proprietary fund are accounted for in 
a manner similar to businesses operating in the private sector.  Funding has primarily 
arisen through the issuance of taxable and tax-exempt bonds whose proceeds are used 
primarily to fund various types of loans to finance low and moderate-income housing. 
This fund also receives fee income from the Multifamily Tax Credit Program and 
Compliance fees collected for the purpose of covering the operating costs of the 
Department. The net assets of these funds represent accumulated earnings since their 
inception and are generally restricted for program purposes or debt service.  The 
Condensed Balance Sheet – Proprietary Fund would be substantially the same as the 
Condensed Statement of Net Assets – Business-Type Activities; therefore, it is not 
included. 

•	 Fiduciary Fund – The Fiduciary Fund is used to account for the assets held for 
distribution by the state as an agent for another entity for which the government has 
custodial responsibility and accounts for the flow of assets. It includes a Suspense Fund 
Account, the Employees’ Savings Bonds Account and the Child Support Addenda 
Deducts Account. 
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Governmental Fund 

Texas Department of Housing and Community Affairs
 
Governmental Fund 


Condensed Statements of Revenues, Expenditures and Changes in Fund Balances
 

Increase / (Decrease) 

OPERATING REVENUES 
Federal Revenues 
Federal Grant Pass-Through 
Other Revenue 
   Total Operating Revenues 

$ 
2011 

1,111,544,941 
95,741,310 
28,375,738 

1,235,661,989 

$ 
2010 

734,061,870 
25,245,729 
30,731,636 

790,039,235 

$ 
Amount % 
377,483,071 51.4 

70,495,581 279.2 
(2,355,898) (7.7)

445,622,754 56.4 

OPERATING EXPENDITURES 
Federal Grant Pass-Through 
Intergovermental Payments 
Public Assistance Payments 
Other Operating Expenditures
Capital Outlay 
   Total Operating Expenditures 

7,648,717 
217,547,175 
782,024,554 

24,292,616 
104,528 

1,031,617,590 

16,162,836 
117,582,454 
513,439,279 

22,338,811 
3,944 

669,527,324 

(8,514,119) 
99,964,721 

268,585,275 
1,953,805 

100,584 
362,090,266 

(52.7) 
85.0 
52.3 

8.7 
2550.3

54.1 

Excess of Revenues over Expenditures 204,044,399 120,511,911 83,532,488 69.3 

Other Financing Sources (Uses) (9,275,683) (10,844,139) 1,568,456 (14.5) 

CHANGE IN FUND BALANCE 194,768,716 109,667,772 85,100,944 77.6 

Beginning Fund Balance 
   Appropriations (Lapsed) 
Ending Fund Balance $ 

303,345,722 
(92,696) 

498,021,742 $ 

193,953,430 
(275,480) 

303,345,722 $ 

109,392,292 56.4
182,784 (66.4) 

194,676,020 64.2 

Revenues of the Department’s governmental fund totaled $1.2 billion. These revenues were 
generated by federal grants primarily from LIHEAP, CSBG, CDBG, HOME and six ARRA 
programs.  Expenditures of $1 billion consisted primarily of Intergovernmental and Public 
Assistance Payments. 

Total revenues of the governmental fund  increased by $446 million in 2011.  It consisted of 
increases in Federal Revenues and Federal Grant Pass-Through Revenues. 

Federal Revenues increased by $377 million. Three ARRA grants, TCAP, Exchange and DOE, 
significantly increased Federal Revenues. The increase in Federal Revenues was also attributed 
to the increase in LIHEAP Programs due to additional funding in program year 2011. 

The change in Federal Grant Pass-Through Revenues represents increased CDBG disaster 
recovery activities resulting from hurricanes Ike and Dolly. This HUD award was passed through 
from the Texas Department of Rural Affairs (TDRA). 
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Governmental Fund Cont’d 

The Department experienced similar changes in expenditures.  The majority of the increase was 
attributed to the Intergovernmental and Public Assistance Payments for the ARRA grants and 
CDBG and LIHEAP Programs. Federal Pass-Through expenditures represent payments to 
TDRA for the CDBG disaster recovery program. The decrease was due to the phase out of the 
second round of CDBG funding for disaster relief assistance in the areas impacted by Hurricane 
Rita. 

The fiscal year 2011 Other Financing Sources (Uses) consisted primarily of the transfer of HTF 
from General Revenue to Texas Treasury Safekeeping Trust Company. It also included transfers 
of interest earnings and loan repayments received during the year.  There were also transfers of 
Earned Federal Funds to the Comptroller’s Office for the amount collected in excess of spending 
authority. In addition, there was a decrease attributed to the transfer of Housing Trust Fund 
appropriation to the Veterans Commission of approximately $2 million in fiscal year 2011. 
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Governmental Fund Cont’d 
 
The following graphs illustrate a comparison between fiscal year 2010 and 2011 for Federal 
Revenues, Intergovernmental and Public Assistance Payments. The acronyms used in the graphs 
are defined as follows: 

 
 
ARRA CSBG  Community Services Block Grant – Recovery Act 
ARRA HPRP  Homeless Prevention and Rapid Re-Housing Program – Recovery Act 
ARRA TCAP  Tax Credit Assistance Program – Recovery Act 
ARRA Exchg Housing Tax Credit Exchange – Recovery Act 
ARRA DOE Department of Energy, Weatherization Assistance for Low-Income 

Persons – Recovery Act 
HOME  HOME Investment Partnerships Program 
LIHEAP Low-Income Home Energy Assistance Program 
CSBG  Community Services Block Grant 
HHSP GR Homeless Housing & Services Program-General Revenue 
CDBG  Community Development Block Grant 

 
 
 

Federal Revenues: Receipts from the State’s participation in programs financed with federal funds. 
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Governmental Fund Cont’d 
 
Intergovernmental and Public Assistance Payments: Payment of grants to cities, counties, 
councils of government, community action groups and organizations for community service 
programs. 
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Proprietary Fund 

The following table summarizes the Statement of Revenues, Expenses and Changes in Net Assets of the 
Department’s proprietary fund for the fiscal years ended August 31, 2011 and August 31, 2010. 

Texas Department of Housing and Community Affairs
 
Proprietary Fund
 

Condensed Statement of Revenues, Expenses and Changes in Net Assets
 

Increase / (Decrease) 

OPERATING REVENUES 
Interest and Investment Income
Net Increase  in Fair Value 
Other Operating Revenues 
 Total Operating Revenues 

$ 
2011 

111,581,189 
33,223,121 
19,247,915 

164,052,225 

2010
$ 121,591,960

35,670,235 
17,593,827 

174,856,022 

$ 
    Amount 

     (10,010,771) 
(2,447,114) 

1,654,088 
(10,803,797) 

% 
(8.23) 
(6.86) 

9.40
(6.18) 

OPERATING EXPENSES 
Professional Fees and Services 
Depreciation Expense 
Interest 
Bad Debt Expense 
Other Operating Expenses 
 Total Operating Expenses 

4,327,131 
685,204 

103,484,220 
950,488 

16,147,320 
125,594,363 

2,644,144 
787,983 

116,471,499 
274,645 

15,990,893 
136,169,164 

1,682,987 
(102,779) 

(12,987,279) 
675,843 
156,427 

(10,574,801) 

63.65 
(13.04) 
(11.15) 
246.08 

0.98
(7.77) 

Operating Income 38,457,862 38,686,858 (228,996) (0.59) 

NONOPERATING REVENUES 12,664,487 13,605,722 (941,235) (6.92) 

CHANGE IN NET ASSETS 51,122,349 52,292,580 (1,170,231) (2.24) 

Beginning Net Assets 214,794,116 162,501,536 52,292,580 32.18 

Ending Net Assets $ 265,916,465 $ 214,794,116 $ 51,122,349 23.80 

Net assets of the Department’s proprietary fund increased by $51.1 million, or 23.8%, to $265.9 
million.   

Earnings within the Department’s proprietary fund were $164.1 million of which $145.8 million 
is classified as restricted and $18.3 million is unrestricted.   
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Proprietary Fund Cont’d 

Restricted earnings are composed of $110.9 million in interest and investment income, 
$33.2 million in fair value of investments, and $1.7 million in other revenue.  Interest and 
investment income are restricted per bond covenants for debt service. Fair value of investments 
is an unrealized gain due to the fact that the Department holds investments until maturity.  Other 
revenue is predominately an accounting recognition of fees received in previous years that are 
deferred when received and are being amortized over a period of time.  

Interest earned on program loans decreased by $3.2 million, or 5.6%, due primarily to a decrease 
within the Department’s Multifamily Bond Program, due to lower interest rates related to 
variable rate debt and the corresponding mortgage loans.    

Investment income decreased $7.1 million or 10.9% and reflected lower investment yields.  The 
primary changes in investment income were within the Single Family Revenue Bond Program 
funds, which decreased $6.9 million, or 13.9%. The remaining decrease is accounted for in the 
Housing Trust Fund Program and Housing Initiatives & Compliance.   

The Net Increase in Fair Value of investments decreased by $2.4 million primarily due to a lower 
increase in the fair value of the Department’s mortgage backed securities during the fiscal year.   

Other Operating Revenues increased $1.7 million primarily due to an increase in collected fees 
related to the Department’s various Housing Programs. 

Interest expense decreased $13 million related to the Department’s debt.  One of the factors in 
this decrease is the Department’s decision to pay down its bonds on a monthly basis as opposed 
to every six months and a decrease in interest rates related to variable rate debt.   

Unrestricted earnings are composed of $683.6 thousand in interest and investment income and 
$17.5 million in other operating revenue.   

Interest and investment income earned from unrestricted investments are used to support various 
housing initiatives such as the Housing Trust Fund and Bootstrap Programs. Sources for other 
operating revenues are fees from the Tax Credit Program, compliance fees, bond administrative 
fees, and miscellaneous interest earned from funds held by the Comptroller. 

Fees earned under the Tax Credit Program are application fees, commitment fees and inspection 
fees. Yearly compliance fees are generated from the Department’s portfolio of multifamily 
properties. The Department performs on-site visits and desk reviews to ensure the properties are 
in compliance with the various housing regulations. Bond administrative fees are generated 
yearly from the various bond issuances to support the Department’s administrative expenses. 
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The graph below illustrates the composition of the $17.5 million in other operating revenue, 
classified as unrestricted earnings, according to the different housing programs.  

The following table illustrates the changes in net assets by program of the Department’s 
Proprietary Fund for fiscal years 2011and 2010. 

Texas Department of Housing and Community Affairs
 
Proprietary Fund
 

Changes in Net Assets by Program
 
(amounts in thousands)
 

  Increase / (Decrease) 
Program 2011 2010         Amount  % 

Single Family  $    123,147 $ 101,370  $         21,777 21.5 
RMRB 53,418 31,291 22,127 70.7 
CHMRB 1,968 1,829 139 7.6 
Multifamily (563) (402) (161) 40.0 
General Funds 14,459 13,326 1,133 8.5 
Housing Trust Fund 66,462 61,747 4,715 7.6 
Administration Fund (1,081) (529) (552) 104.3 
Housing Initiatives & Compliance 8,105 6,162 1,943 31.5
  Total  $    265,915 $ 214,794  $         51,121 23.8
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Proprietary Fund Cont’d 
The net assets of the Single Family Bond Program increased by $21.8 million or 21.5%, and the 
RMRB Bond Program increased $22.1 million or 70.7%, primarily due to an increase in fair 
value in investments.  

The net assets of the Housing Trust Fund increased $4.7 million or 7.6% primarily due to the 
yearly transfer of funds from general revenue appropriations.    

Department Debt 
The Department’s new debt issuances during fiscal year 2011 totaled $60 million. The 
Residential Mortgage Revenue Bond Program issued $60 million in bonds. The Department also 
had $333 million in debt retirement during the year primarily due to consumer refinancing and 
prepayments of original loans.  The net result was a decrease in bonds payable of $274 million to 
$2.4 billion of which $237 million is due within one year.  For additional information, see Note 
5, Bond Indebtedness, and supplementary bond information schedules.  

The following graph illustrates a comparison of bonds outstanding between fiscal year 2010 and 
2011 per bond program. 

Request for Information 
This financial report is designed to provide a general overview of the Texas Department of 
Housing and Community Affairs’ (TDHCA) operations for all parties interested in the 
government’s finances.  Questions concerning any of the information provided in this report or 
requests for additional financial information should be addressed to the Texas Department of 
Housing and Community Affairs, Director of Financial Administration, P.O. Box 13941, Austin, 
Texas, 78711-3941. 

************** 
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