€A% TACOMA HOUSING AUTHORITY

RESOLUTION 2019-12-11 (2)
Date:  December 11, 2019
To: THA Board of Commissioners

From: Michael Mirra
Executive Director

Re: Fiscal Year 2020 Agency Continuing Resolution Budget

This resolution adopts an interim Tacoma Housing Authority (THA) budget for the first
quarter of 2020. In general, it would continue expenditures at the 2019 levels and purposes,
with some exceptions providing for new expenditures. This interim budget will authorize
expenditure of $73,954,068. This compares with 2019 expenditures of $61,159,000. The main
reasons for the difference are expenditures for real estate development projecis. The operating
budget is about the same as in 2019. Staff will submit a final budget to the Board for its approval
in March 2020. The Board approved this schedule at its meeting in November.

THA adopts this interim budget for two reasons: staff needs more time to adjust to the
new budget software THA just purchased to use, write, and present the budget; Congress has not
yet passed a Housing and Urban Development (HUD) budget for 2020.

Budget Software: In July 2019, the agency purchased budgeting software. It is called
Adaptive Insights. We installed it in August and began learning it and setting it up for use. Due
to the complexity of the agency, and nature of the software, there is a considerable learning
curve, and time necessary to start using it. With the concurrence of the Board we began using
the new software to build the budget upon the understanding that we would likely need more
time to get it done. It is clear that we will likely need the time until March to present a full
budget using the new software.

Congress is Late: Congress has not yet adopted a budget for HUD. Both the full House
and the full Senate have adopted versions of a budget for HUD. Both versions would be quite
favorable for HUD’s appropriation. Each version would preserve the additional $2.9 million we
received in 2019 over what we had budgeted to receive. Each version would likely increase our
funding by at least the same amount over 2019. But Congress has not yet agreed on a final
budget, for HUD or any other federal department. Instead, the federal government is presently
operating on a second Continuing Resolution (CR) that continues expenditures at 2019 levels. It
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expires midnight December 21%. It is not clear what will happen after that. The possibilities
include: Congress will pass and the President will sign a real budget; Congress will not be able
to do that and will pass another Continuing Resolution, perhaps for the entire year; Congress will
not be able to do even that and the government will shut down. We can hope that we will have
an answer by the time we draft THA’s final budget in March. In the meantime, we will presume
upon 2019 funding levels.

In January staff will begin building the budget, using the new software. Staff will use

THA'’s customary budget principles:

. If Congress has not passed a budget for HUD by the time we begin building our
budget, we will presume on the worse of the plausible budget versions working
their way through Congress. That is likely to be flat funding from 2019, but it
will preserve the $2.9 million increase we received in 2019 over 2018.

. The budget will account for THA’s strategic objectives.

. The budget will fit recurring and non-projected oriented expenses within recurring
income.

. We will preserve reserve levels within Board directed limits: not too much and

not too little.

. We will spend reserves on non-recurring expenses that:
o save Us money;
o make us money;
o make us more effective.

More generally, we can look ahead to the March budget and the agency needs that the

budget will address. Here are the notable ones:

1.

Housing Assistance

Rental Assistance Programs: We are ending the year at approximately 100% utilization.
We have projected our Housing Assistance Payments (HAP) for 2020 based on
information we have on hand regarding historical rent increases, and, bringing on Project
based units from Development and our partners to which we have already committed. At
the current projections, with the current $2.9 million increase in 2019, and no further
increase in 2020, our HAP appropriations would be short of covering the 2020 HAP
expenses by approximately $700K.

Rental Assistance Demonstration (RAD): Effective December 2019, all but 4 of our
existing rental Public Housing units will have transitioned to Rental Assistance
Demonstration (RAD), and will fall under the Rental Assistance program. The agency
will receive public housing Capital Funds and Operating subsidy only for the Hillside
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1500 units, which is minimal. There will be a Moving to Work (MTW) supplement of
approximately $350K per year to supplement HUD funding at approved Contract Rent
levels. We will also start receiving Section 8 administrative fees of approximately $240K
in 2020.

2. Information Technology
In 2020, THA will need to invest in a number of IT capacities:

2.1 Open Door — Open Door is the agency’s business software program we designed
ourselves using the Salesforce platform. We are using it to good effect for the
overall operations of the agency. We also have some continuing challenges. We
need to upgrade this program to use Salesforce’s new platform called Lightning.
We need to do this upgrade shortly because other needs depend on the upgrade.

2.2 Website — We need to rebuild THA’s web site to make it more useful for clients,
landlords, and partners. Doing this will decrease staff work, especially the
paperwork.

2.3 Document Management — THA needs a new document management system,
especially if we are to become paperless. This is an area the Agency has been
desiring to make progress on. Staff have been evaluating several systems. By
March we should have a proposal for the Board, with details about its costs.

2.4  Accounts Payable (AP) and Accounts Receivable (AR) Software - The Finance
Department needs to purchase a new software for AP and AR functions. The AP
area is very staff intensive, with many inefficiencies. We will purchase a reliable
software to both code and send out payables for approval. It will track payables
and make the process more efficient. The AR software will replace the existing
services we have with Retail Lockbox. The system, although working, is
inefficient. And we are not seeing an increase in clients paying online. Also, it is
currently limited to Tenant receivables, and not set up to accept payments from
other portions of the agency. We are looking for a platform that could be
integrated with our Open Door platform and provide a better user experience.

3. Business Processes
This is a long-standing project for the agency. We will continue to evaluate what is
needed to move this project along, and how it fits into the IT projects above, and the
agency resources necessary to accomplish it.

4. Client Support
The budget will continue providing ongoing client support of our clients. It focuses on
properties we manage; assisting families in asset building; and preparing for successful
exits of our Housing Opportunity Program (HOP) participants at the end of their
assistance. These events include THA’s Education Project. We pay for these services in
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part by charging the portfolio a minimum of $250 per unit per year. We also received
funds from philanthropies.

) Real Estate Development
The budget for FY 2020 will continue important real estate developments, including the
Arlington Drive Campus for Homeless Youth and Young Adults and The Rise on 19,
These properties will come online the latter part of 2020 to the early part of 2021. We
will continue preparing for the James Center North and Hilltop redevelopment projects in
2020. We will also look for other opportunities to purchase land or property, especially
in parts of town that need our investment or that need our housing for a measure of racial
and economic integration. We will also remain alert for purchases that will make us
money.

Recommendation

Approve Resolution 2019-12-11 (2) to formally adopt THA’s 2019 interim budget for Fiscal
Year 2020 Annual Budget. Staff will present a final budget in March 2020 using the new budget
software. And perhaps by then Congress will determine our funding for 2020.
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TACOMA HOUSING AUTHORITY

RESOLUTION 2019-12-11 (2)
(Fiscal Year 2020 Continuing Resolution Budget)

WHEREAS, The Housing Authority of the City of Tacoma (“Authority”) intends to incur
expenses and other cash outflows for Fiscal Year 2020; and

WHEREAS, The Authority purchased a new Budgeting Software in 2019, and needs time to
fully implement it to build and present the budget for Fiscal Year 2020 budget; and

WHEREAS, Congress has not yet approved a HUD budget for 2020; a delay in adopting a final
budget for THA may give us the advantage of writing that budget after Congress reveals our
appropriation; and

WHEREAS, The Authority will bring forward the fully vetted budget for FY 2020 in
March,2020; and

WHEREAS, In the meantime, the Authority needs Board approval for expenditure of funds to
operate in FY, 2020; now, therefore be it

RESOLVED BY THE BOARD OF COMMISSIONERS OF THE HOUSING
AUTHORITY OF THE CITY OF TACOMA, as follows:

1. The Board of Commissioners of the Housing Authority of the City of Tacoma adopt the
attached FY 2019 Agency wide budget as a Continuing Resolution for 2020, until such
time as the official FY2020 budget is presented to them in March. Expenses and other
cash outflows are projected as follows:

Expenses
Executive $ 1,056,254
Administration 2,849,067
Finance 1,402,985
Human Resources 594,251
Policy, Innovation and Evaluation 1,081,794
Real Estate Development 2,697,487
Rental Assistance 41,791,392
Client Support & Empowerment 2,130,903
Property Management Overhead 863,572
Property Budgets 3,930,585
Subtotal 58,398,290

THA BOARD OF COMMISSIONERS RESOLUTION 2019-12-11 (2) Page 5



Additional Cash Outflows

Debt Service 73,128
Capital Expenditures 15,310,000
Replacement Reserves 172,650

Subtotal 15,555,778
TOTAL APPROVED BUDGET $73.954.068

Approved: December 11, 2019

o 2O GA

rek Young, Chai
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