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(M2 TACOMA HOUSING AUTHORITY

RESOLUTION 2016-06-22(3)
Date:  June 22,2016
To: THA Board of Commissioners

From: Michael Mirra
Executive Director

Re: Fiscal Year 2016 Agency Budget Revision

This resolution would adopt THA’s revised Budget for FY 2016. The details are set forth in the
attachments A to D.

Background

By this resolution, the Board would adopt a revised THA budget for FY 2016. Each year THA
budgets for the upcoming fiscal year. The annual budget reflects an estimate of the expected
revenues and expenditures for each of its departments and major programs. The budget denotes
strategic choices. It shows individual department expenses. For management purposes, each
department director will manage and control their department budget in accordance with Federal,
State and Local regulations.

In a typical year, a full budget process would take place in the fall of the year, and an abbreviated
review and mid-year course directions would take place in the spring with approval in early
summer. For 2016, the process was different. With the unknowns regarding the Rental
Assistance Demonstration (RAD) conversion, the Moving to Work (MTW) negotiations, and
Congressional funding, the Board of Commissioners supported approval of the 2015 mid-year
budget as the starting budget for 2016, knowing the intent was to have the full budget process
take place early 2016. The process is completed, with the particulars of the RAD conversion, the
MTW contract, and Congressional funding known.

During this process, the Board provided direction for writing this budget through discussions
with its Finance Committee and the chair. I provided additional direction to the staff, and the
Finance Director facilitated meetings with the other directors to devise a budget to present to
both me, and now the Board. At its May 27™ budget study session, the Board indicated support
of the revised budget that staff now submits.
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Here are some of its notable features:

o Like past budgets, we base this budget on conservative estimates. THA’s past
prudence has allowed us to weather the continuing budget challenges. As our
budget environment makes it hard to predict future Housing and Urban
Development (HUD) funding, this approach should continue to serve the agency
well. As Federal funding has.

o The 2016 mid- year budget accounts for our strategic objectives.
o The 2016 mid-year budget fits recurring income within recurring expenses.
o The revised budget provides funding for ongoing Community Service support of

our tenants, especially in the area of asset building and preparing for successful
exits of our Housing Opportunity Program (HOP) participants at the end of their
assistance. The Gates foundation has provided us with a 5-year grant to assist us
in continuing our education program, and our Children’s matched Savings
account program is underway.

o The budget revision allows us to move forward on the RAD conversion of our
entire portfolio, to include supplementing rents with MTW funds, redevelopment
of our traditional portfolio, and loans to our existing Tax Credit properties for
repairs up to RAD standards.

° The budget revision invests in THA’s financial future, and promoting
redevelopment of additional affordable housing in the community by providing
due diligence funds for existing and future opportunities.

o We are paying attention to the increased pressure on rents in our area and the
impact on our Housing Assistance payments (HAP). We are continuing our
discussions on possible additional rent reform in the coming year(s).

o The 2016 revised budget proposal leaves THA with adequate projected reserves
of both MTW and non-MTW funds as indicated in Attachment A:
o MTW Reserves $ 178,000
o Business Activities (Non-MTW) reserves $ 5,674,150
o Public Housing (PH) Owned Property Reserves $ 763,700
o Reserves with restrictions $ 2,643,000
o Section 8 Reserves held at HUD $§ 0
$ 9,258,850
Recommendation

I recommend that the Board adopt Resolution 2016-06-22(3) to formally approve THA’s revised
Fiscal Year 2016 Annual Budget.
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TACOMA HOUSING AUTHORITY

RESOLUTION 2016-06-22(3)
FISCAL YEAR 2016 ANNUAL BUDGET

WHERESAS, The Housing Authority of the City of Tacoma (“Authority”) approved a FY 2016 Budget
on December 16, 2015; and

WHEREAS, Authority staff determined that the FY 2016 Budget should be revised based upon updated
Federal funding levels, RAD closing dates, and internal funding and expenditure needs; and

WHEREAS, Authority staff has prepared, and the Board of Commissioners of the Housing Authority of
the City of Tacoma, has reviewed and provided input to the proposed revised Fiscal Year 2016 annual
budget; now, therefore, be it

Resolved by the Board of Commissioners of the Housing Authority of the City of Tacoma, Washington
that:

1. The Board of Commissioners of the Housing Authority of the City of Tacoma adopts the revised FY
2016 Agency wide budget and authorizes THA’s Executive Director to implement and execute said
budget. Expenses and other cash outflows are projected as follows:

Expenses
Executive $ 879,454
Human Resources 644,094
Finance 1,224,104
Administration 2,008,835
Client Services Overhead 155,932
Rental Assistance 36,259,705
Community Services 2,188,018
Development 3,894,233
Policy, Innovation & Evaluation 897,381
Property Management Overhead 1,092,083
Property Management 5,133,795
Subtotal 54,377,634
Additional Cash Outflows
Capital Expenditures 12,755,312
Debt Service 67,581
Subtotal 12,822,893
TOTAL APPROVED BUDGET $

Approved: June 22, 2016
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To: Board of Commissioners
From: Michael Mirra

Date:  May 27, 2016

Re: 2016 Mid-Year Budget revision

We propose a mid-term budget revision for 2016. In December 2015, the Board adopted a
budget for 2016. It did so knowing that, at the time, we did not have some important information.
There were three main uncertainties. Congress had not yet adopted a budget for 2016; we were still
negotiating the terms of our RAD redevelopment; and we were negotiating with HUD over our
MTW contract. Accordingly, the Board adopted a 2016 budget that essentially continued the
income and expenses from the 2015 budget. It did this planning to review the 2016 budget when
those uncertainties clarified.

The initial budget uncertainties have clarified sufficiently. Congress adopted a 2016 budget
that puts our funding at about the same levels as 2015. On April 14, 2016, we signed the closing
documents on the RAD financing for our Renew Tacoma Housing properties. Congress has
directed HUD to renew our MTW for ten years without change unless we agreed to the change. All
this allows us to propose a mid-term budget revision. We have scheduled the board to review the
budget at its study session on May 27th and then to vote on a budget revision at its regular meeting
in June.

The attached chart shows the summary of the proposed budget revision as well as details
should any Commissioner wish them. This is the same chart we have used for the purpose for the
past 7 or 8 years, modified year to year as we try to make it clearer. Here are the highlights of the
revised budget..

THA’s BUDGET PRINCIPLES AND THE MID-TERM 2016 PROPOSED REVISION

We continue to use the following three budget principles that the Board has directed at least
for the past ten years. For each one I describe how our revised 2016 budget measures up, with a
brief look ahead to 2017 and 2018.

° Recurring income will cover recurring expenses.
We will satisfy this budget principle for 2016. In 2017, we may have to use reserves for
some recurring expenses. Some of those expenses are salaries for time-limited positions we
created for the RAD project. Because they are time limited we can regard them as non-
recurring. Yet, they will be expenses for the next two years or so, so they may feel like a
recurring expense. The 2017 operating deficit will arise for two main reasons. In 2017 we
will begin fully subsidizing the RAD units, as our RAD budget directs. Yet the cash flow
from RAD will not be fully realized until 2018. The agency will also be in the
implementation phase of our IT conversion. It will take at least a year to determine the
impacts on the agency and efficiencies it may give us. In 2018, the budget should start
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leveling out. By then we will also receive $15.82 million in cash from the RAD refinancing.
See Attachment A.

Spend reserves to make us money, save us money or make us more effective.

We will spend $3.4 million from reserves for the RAD redevelopment; and $3.0 million for
(i) other real estate development such as our Hilltop investments; and (ii) the software
conversion. We judge that these expenditures serve this principle very well.

We will maintain reserves between minimum and maximuin levels that the Board
directs.

In 2016, our reserves will decrease from $11.9 million to $9.2 million. This will still be
above the $7.0 million maximum the Board has directed. In 2017 our Reserves may dip
lower as we continue to expend funds for RAD in the form of rent supplements ($2.3
million), and RAD staff support ($600K). There will be only $1 million in RAD developer
fees with no cash flow returning to the agency in 2017, In 2018, cash flow and non-
recurring income of $11 million will come into the agency.. However, we expect to spend
down those reserves to the Board directed levels by paying for the second phase of RAD
(Salishan/Hillside), and for our other developments, along with other important initiatives
that require Community Service and Administrative support.

BUDGET WILL CONTINUE THE FOLLOWING WORK, IN ADDITION TO OUR

MAINLINE OPERATIONS:

RADredevelopment | Salesforce software conversion
Bay Terrace Phase 2 ___ Business process improvement project

Hilltop redevelopment master planning ~ Disaster planning

Education Projectexpansion ~~ Building data and evaluation capacity
Property purchases — Hilltop and Hillside =~ = Strategic planning
1500 f

Please remember that with our RAD refinancing most of our portfolio is now owned by tax

credit partnerships. This means that its finances will no longer show as part of THA’s operational
budget and financial reports. Instead, the formal financial reports will go to the investors who own
99% of the partnerships. Yet, the Board and THA should still be very interested in the financial

health
create

of that portfolio. Accordingly, when we finish our new software conversion in 2017, we will
for the Board a dashboard report showing its financial performance.
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Aftachment C

2016 Tacoma Housing Authority Portfolio Budget {(Mid-Year)

o7RENE
Tax Credit LIFH Portfollo
ANF 1 AMP 2 AMP 3 AMP 4 AMP 8 AMPS Tatal Sal7 MarketRate  Outrigger  Prairie Oaks Total
Lawrencs, Hillaida Terrace
Fawost, Wrghl,  Barersen 11200 & 2500
K M&GSt Apls.  Bth 5L Apha Teerace, Dbon Blocka) Single Famiy
Eiclsty Diaiod  {Eiceriy/Disabied) Vitags Damc'd Homse
180 Units. 152 Unite. 144 Unite 104 Units dema'd 34 Units. 80 Units 118 Unks
INCOME
1__Ravenus - Dwalling rent $147,270 $135712 $138,985 $0 $584,920 30 $4B4.887 | $1.010787 30 $401,000 $148.360 | $2,045034
2 Tenant Revenus - Othar $49.983 $3,105 $6,135 30 $260 50 359473 $20,000 50 $48,350 30] 3127833
3__HUD grant - Section 8 HAP mimbur $0 $0 $0 $0 50 30 50 50 30 30 L] 30
4 HUD grant - Section B Admin fee aamed $0 $0 $0 50 $0 $0 $0 80 $0 30 50 30
5 _HUD grant - Public Hausing subsidy $304457 | $342064 | $363000| $26826)  $89870| $1,060,568 $2.275.804 50 $0 $0 301 32275504
8 HUG grant - Community Services $0 50 $0 50 50 50 50 30 $0 30 $0 $0
7 HUD grant- Capital Fund Operating Reven] = $340 580 $322,965 $327,680 30 357,380 $547,836 _ $1,506.451 $0 30 30 30| 31508451
8 Management Feg Income §0 §0 $0 §0 30 $0 30 30 30 30 50 50
§_ Other Govemment grants 50 $0 30 50 $0 $0 $0 50 50 $0 $0 30
10_Investment income 50 30 $0 $0 $0 $0 30 $5,000 30 $10 50 $5,010
11_Fraud Recovery Income - Sec 8 $0 50 $0 $0 $0 $0 50 30 30 30 50 50
12_Other Revenue- Developer Fes Income 50 $0 30 50 30 $0 50 50 s0 $0 $0 $0
13 _Other Revenue $4.700 $3,086 $1,040 $0 5100 30 $9,825 $0 30 $10670 $0 $20,495
TOTAL OPERATING RECEIPTS $837.000 $608,031 $334,848 $26,828 $212,520 | $1,607 405 $4,426,630 | $1035787 $0 $460.040 148,380 | $5,070,817
OPERATING EXPENDITURES
Administrative
14 Administrative Salardes $29.980 $26770 527310 50 $17.000 $0 $101.040 $52 600 30 $47.000 30 $200,640
15 _Administrative Personnel - Benefits $12,135 $10,340 $10,090 50 §7.225 $0 $39,790 $22 355 30 $3,800 30 368,046
18 _Audit Fess $0 s0 $0 50 $415 50 $415 $6,550 $0 30 50 $8.965
17 Management Fees $61. 212 $58,148 $48,152 §0 324120 $0 $191,632 387,723 30 323,000 $8,000 3260355
18 Rent 30 50 30 30 30 $0 $0 80 50 $0 $0 © 80
19 Advertising 3 5 50 50 $0 $0 $0 $200 $0 3600 50 $800
20 _Information Technology Expanses $1,360 §1,625 $2,040 50 §1,000 $0 §6,028 50 30 $1,380 34,000 §11,405
21 Office Supplies $1,355 $1,525 51,660 30 $150 30 34,690 $1.750 s0 $1,500 $200 $8,140
22 Publications & Memberships 50 30 $0 $0 50 $0 $0 30 50 30 30 30
23 Telaphone 34,375 34,050 33410 $0 $900 $0 $12,735 $2,250 30 32,158 $4.400 §21,543
24 Postage $375 $356 $450 50 $150 30 31,330 $5800 $0 $0 $0 $1,830
25 Leasad Eguipment & Repairs 5685 $785 §2,400 50 51400 30 35,470 31,850 50 30 $0 $7,320
26 _Office Equipment Expenssd $2,500 $2.335 31815 50 $0 $0 38,450 0 0 $1,500 50 $7,850
27 Legsl $2,500 $1,100 $900 50 $1,500 $0 36,000 $5,500 50 $900 30 $12.400
28 Local Mileage $170 $150 $110 $0 §75 50 $505 3126 30 50 $0 3630
29 Staff Training/ Out of Town Traval $330 3435 $840 30 30 $0 $1,605 $1,500 30 50 $0 33105
30_Administrative Contracts $1,925 51,726 $2.575 50 $1,500 50 87,725 $5.850 $0 $2,000 $0 $15,575
31 _Other Administrative Expensas $580 $305 §255 $0 30 §0 $1,140 $2,000 $0 $1,180 30 54,320
32 Due Diligence - Perspective Devslopment 30 $0 50 30 30 30 $0 50 50 30 30 $0
33 Contngency 50 50 $0 $0 $0 $0 $0 $0 $0 $0 30 30
Toial Administrative Expenses 3119,662 $109,648 $101,607 30 355435 30 $358,552 $172,853 50 $85,118 $16,€00 $861,123
Tenant Services
34 Tenant Services - Salarias $0 50 30 $0 $0 $0 $0 §0 50 50 30 50
35 Tenant Service Personnel - Benafiis 30 50 30 $0 30 50 30 $0 $0 30 $0 30
38 Relocation Costs $1,000 $1.745 $950 30 $80,000 30 $63.695 30 30 30 30 $83 695
37 Tenant Servicas - other $1,650 $600 $1.210 30 30 30 $3,460 $11,250 50 $3,300 $9,000 §27,010
Total Tenant Services $2,850 $2,345 52,160 $0 | $s0,000 $0 87155 | $11,250 $0 $3300 | 3$9000| 110708










