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Organizational Profile

Profile Highlights

e 39,000 household units in greater metropolitan Tucson are considered substandard, overcrowded
and cost-burdened.

e 50,000 housing units are 50+ years in age and in need of significant rehab. Many of these are
occupied by vulnerable and at-risk populations, including seniors aging-in-place.

e An estimated 20% of Tucson households live below the national poverty line (family of 4 below
$20K/yr)

e AZ has the 2nd highest foreclosure rate in the nation, with an estimated 25% of all mortgages
originated in AZ entering into foreclosure in the next few years.

e Even with the decreasing price of the median new or resale home, the 2008 gap between median
worker wage buying power and median priced new/resale home: $37K

e 300 Tucson area low-income working families have purchased a zero-interest Habitat home

e Habitat's annual foreclosure rate is less than 1%

e 65% of Habitat Tucson families report significant, positive changes in their socioeconomic well-
being since homeownership, improving their families, neighborhoods, and the overall community

e Based upon an independent ROl analysis in 2008, for every Habitat home that the community
invests in through their philanthropic support, a minimum 168% socioeconomic value is returned to
the community.

e Habitat Tucson is not only a homebuilder and mortgage lender, but also a risk-taking subdivision-
developer, an entrepreneurial operator of an 18,000 sq. ft. retail store of recycled building materials,
and a shaper of affordable housing public-policy.

e Due to its significant growth-rate and its aspirations to better serve increased community need
during a critical juncture in Tucson’s affordable housing crunch, Habitat Tucson now requires an
infusion of scale-up philanthropic capital and social/political capital to increase both its direct
homebuilding and housing rehab efforts and its public-policy advocacy efforts to create and preserve
an increased supply of high-quality affordable housing options for low-to-moderate income families.

Business Model

Habitat Tucson has served as the general homebuilding contractor and zero-interest mortgage-lender to 300
households in Pima and Santa Cruz Counties.

Habitat Tucson is the only land-developer, homebuilder, mortgage-lender, and homeownership advocate for
working families in Pima and Santa Cruz counties who make between $19,000 and $60,000 per year
(depending upon family size). These are the low-income working people who make our communities run
day-in and day-out, including childcare workers, healthcare workers, school bus drivers, retail clerks,
restaurant & resort workers, mfg. assembly workers, call-center workers, etc.
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Utilizing a core of professional staff and thousands of “grassroots & grasstops” volunteers each year,
Habitat Tucson (a locally governed and independently incorporated “franchise” of Habitat for Humanity
International) attempts to engage all sectors of our local economy in a hands-on experiential endeavor to
increase Tucson’s investment in improving the hidden crumbling infrastructure of affordable housing
currently available to low-&-moderate-income households within our community.

Habitat believes that all people have a basic human right to safe, decent, affordable housing, but we
believe that homeownership is an opportunity and a responsibility that not everybody is ready for.

We also believe that — much like any other public-benefit or commongood infrastructure, whether
transportation system, water system, public education, libraries, and economic development — a
community should strategically invest its public resources in creating a sufficient supply of affordable
homeownership opportunities for its hardworking low-income families who are ready for the responsibility
and opportunity to achieve the American dream of homeownership, and who will therefore become even
more socioeconomically productive & value-added members of our community. Consequently, our core
value can be summarized as a hand up, not a hand out. Investing in these families’ homeownership is an
investment in improving the socioeconomic quality-of-life of our overall community.

Because of its engagement philosophy of working with “novice” homebuilding volunteers, regardless of
their skill-sets, in order to influence public-policy & community resource allocation decision-making, Habitat
Tucson is not the least expensive homebuilder in the market, although our market-quality homes cost in the
bottom-quartile of local homebuilders’ costs. Habitat estimates that novice-builder volunteers add 4%
additional cost per sq. ft. This cost is offset by the value of the in-kind donation of building supplies that
Habitat receives each year.

Habitat's zero-interest mortgage loans are the primary means by which Habitat homes are made affordable
to low-income families. In addition, Habitat charges its homeowner families less than the appraised value
of their competitively priced market-quality home. While less than 3% combined of Habitat families sell
their Habitat homes or default on their mortgages, Habitat Tucson nonetheless protects the community’s
investment by a layered mortgage-lien and shared-equity structure, in which the family never needs to pay
back the entire original appraised value unless they sell their Habitat home.

Recent Activities

In the last 10 years, through its homebuilding, homeowner education, and mortgage lending services,
Habitat Tucson has provided 200 hardworking low-income families with the opportunity to achieve the
American dream of homeownership.

Habitat Tucson isn’t merely a homebuilder, it is also a land and subdivison developer, routinely developing
neighborhoods of up to 40 homes. Habitat Tucson recently scaled-up its efforts and is completing the
development of a mixed-income neighborhood of 393 homes, in which 60 Habitat homes will be
interspersed with for-profit homes built by other local homebuilders. For this new neighborhood, Habitat is
also developing three parks and circulating walk and bike paths. The total project costs on this subdivsion
development exceed $11M, or twice Habitat’s annual operating budget.

Over three years ago, Habitat Tucson launched its HabiStore Home Improvement Center, a retail operation
selling donated and recyclable building materials, major appliances, and furniture to the general public. Not
only does this store generate earned-income for Habitat, it also encourages the recycling of these materials
to a public that needs low-cost home-improvement opportunities. Tucson Clean & Beautiful and Freecycle
estimate that the HabiStore diverts 150 tons of recycled materials annually from Tucson’s landfills.
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Habitat Tucson leverages its direct services by also advocating for changes in public policy and funding, in
order to ensure that the thousands of Tucsonans who live in substandard, overcrowded, and cost-burdened
housing

(shelter, transitional housing, rental, and homeownership) have an opportunity to improve their housing
conditions through such strategies as low-interest loans & grants from the City’s & County’s recently
launched Housing Trust Funds.

Financials
A $5.7M annual operation with assets of $11M, Habitat Tucson:

e Spends only 16% of its revenue on fundraising & administrative activities, compared to the
national norm for non-profits of 20%

e Has diversified revenue streams (minimizing economic & externality risk), including 47% from
earned revenue sources (mortgages, retail store operation), 31% from philanthropic
investment, 18% from governmental partners, and 4% from financing/investment activities.

e Has a current ratio of 1.65, a current asset turnover ratio of 2.03, and a sustainable growth-
rate of 8%, all of which rank it as one of the top 50 producers in Habitat International’s 1200
worldwide affiliates (franchises)

House Sponsorships

e The current full house sponsorship rate is $85,000. Groups of “investors” or philanthropic
supporters (whether from the business community or faith communities) often pool their
resources to cover this sponsorship amount.

e Habitat combines this $85,000 sponsorship with another $45,000 from Habitat’s own
earned-revenue sources and/or from Habitat’s public-sector partners to fully cover the cost of
the lot-acquisition, site-development, and build-out of the home.

e The philanthropic house sponsor(s) receives a number of exclusive opportunities and benefits,
including significant volunteer homebuilding opportunities as well as significant print &
broadcast media and co-branded marketing exposure.

Results & SROI (social return on investment)

Our local research tells us that:

e The completion of every Habitat Tucson home — each of which are sponsored by social-
venture philanthropists or “investors” — yields a minimum 168% return to the community on
the investment...

o factoring in the value of the home and mortgage
o the economic activity generated by the construction of the home
o the increase in property and other public-benefit taxes generated by the new
homeowner
o and the lowered rate of public assistance/cost incurred by Habitat families as they
move into safe, decent, affordable homeownership, as well as the family’s new
“investment” ethos and an increase in their disposable income.
e 59% of Habitat Tucson households have seen their incomes increase
e 61% use less or absolutely zero government assistance
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52% have significantly decreased their credit card debt

53% report strong improvement in their children’s grades in school
26% report improved physical health

81% report that their life-goals have changed

90% report an increase in their sense of optimism about their future

A growing body of nationwide research indicates a statistically valid correlation between Habitat homes
and “spill-over” socioeconomic benefits upon surrounding neighbors, including:

Improved property conditions & economic values, as measured by increased house prices
Increased public safety and reduced rates of crime

Improved school performance, as measured by standardized achievement tests

Increased attention to local environmental concerns

Strengths & Challenges

Leadership

Habitat Tucson has an entrepreneurial track-record of “firsts” among Habitat for Humanity
affiliates worldwide, including being the first Habitat affiliate to:

o launch a partnership with local public high schools to build Habitat homes

o launch a jobs program for work-release prisoners who also obtain community college
credit in construction technology

o launch a joint-venture with Native American tribes to build on- and off-reservation
housing

o launch the first Rainbow Build partnership nationally with the LGBT community

o launch a joint-venture with for-profit builders to purchase, land-develop, and build out
a mixed-income community of 393 homes

o launch, through our advocacy efforts, a local municipality’s housing trust fund

While Habitat Tucson is the only homebuilder and lender for low-income families in Pima &
Santa Cruz Counties and while we’re building 15-20 homes each year and have 5 years’
worth of landbanked lots in front of us — and while we have continued to launch
entrepreneurial earned-revenue enterprises like our HabiStore, in order to increase and
diversify our revenues... Critical and much-needed philanthropic investment in Habitat Tucson
has plateaued.

In order to scale-up and leverage our endeavors to increase the community’s supply of
affordable homeownership units for the 1,200 people on Habitat's waiting list and the
estimated 39,000 other households in greater metropolitan Tucson who could benefit from
improved housing conditions, Habitat Tucson is seeking:

o Increased philanthropic investment, in the form of “pooled” house sponsors/investors
for our homebuilding activities and our hoped-for launch of both a housing rehab
program for existing homeowner-occupied units for such vulnerable and at-risk
populations such as seniors aging-in-place and a down-payment assistance program
for non-Habitat low-income families seeking to purchase affordable resale homes in
the marketplace

o Increased social and political-capital — what we call “the leverage factor” — so as to
encourage the creation of more favorable public-policies and public resource
allocations to increase and improve our community’s inventory of affordable housing

Ill

A diverse group of 24 volunteer board members — including local business owners, corporate executives,
religious leaders, and Habitat homeowners — governs Habitat Tucson. Day-to-day management of Habitat
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Tucson’s operations is led by Michael McDonald. A native Tucsonan with a masters degree in international
management from Thunderbird, Michael has over 20 years of management experience in both for-profit and
nonprofit corporations, including oversight of $MM commercial and residential construction projects with
Burr-Brown Corporation, The Nature Conservancy of Arizona, and the University of Arizona. Other key
management personnel include deputy director Danny Knee with an MBA from the Eller School of
Management, a masters in planning from Rutgers, and a background in both governmental and nonprofit
housing, including the New Brunswick Housing Authority and the Tucson Urban League; director of
community development Barbara Brown with an extensive background in philanthropy at the Community
Foundation for Southern Arizona and the Santa Barbara Community Foundation; director of retail operations
(HabiStore) Terry Dee with an extensive background in community service and retail management with
Home Depot’s Tucson operations; finance director Lynn Richards, with 15+ years of nonprofit grant-
management and accounting with The Nature Conservancy of Arizona; and assistant director of
construction Patrick Pitman with over 25 years of construction superintendent and project management
experience with such companies as Del Webb.

5

For more information: Michael McDonald, 240.0210
www.habitattucson.org




