TACOMA HOUSING AUTHORITY

RESOLUTION 2012-12-19 1)
Date:  December 19, 2012
To: THA Board of Commissioners

From: Michael Mirra
Executive Director

Re: Fiscal Year 2013 Agency Budget

BACKGROUND

By this resolution, the Board would adopt a THA budget for FY 2013. 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.

My November 28™ memo to the Board, and the Board’s November 39™ discussion, covered the
principles that guided staff in drafting this proposal, as well as budget details. The attached
proposal is unchanged from that discussion, with two exceptions. It includes a $45,000
additional line item for a possible contract with UWT to evaluate THA programs, and a
reclassification of the Cold Fusion programmer from contract cost to salaries, as we are hiring
through a temp agency.

I am pleased to present this budget proposal to the Board. It reflects discussions occurring
throughout the year by both Board members and staff. The budget, as proposed, leaves, THA in
good shape to continue its core programs, and to serve the residents in a manner that fulfills our
mission. It also provides potential to have money available to make both the agency and our
community stronger.

Congressional sequestration remains the abiding uncertainty that we may face in January,
depending on what Congress does. This resolution provides a road map if that happens.
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SUMMARY

The budget and related decisions that flow from it accomplish the following:

In the area of staffing, we are budgeting to continue, or transition certain sunset
positions that are currently on staff in 2012 to assist us in either operational or
support needs that have been identified as important for the agency. There are 3
new positions, two in Community Services for Asset Building, and one in
maintenance to allow the agency to increase its internal capacity to respond
quickly to work orders and unit turns. There is an elimination of one position in
IT that we will contract out as needed for services required.

The budget continues significant investments in THA’s operational capacity in
areas such as document management, increasing our Portfolio maintenance,
business process improvement, needed rehab of the Family Investment Center to
make the building more efficient, and continued rehab of our administrative
building.

The budget allows for THA to house Section 8 tenants at 100% of ACC units
based on our rent reform activities. It also allows us to serve special populations
through our partners with project basing vouchers and funding of rapid rehousing
programs of the county.

The budget provides funding for additional Community Service support of our
tenants, especially in the area of Asset building. It does this in part with funding
from the Gates Foundation.

The budget allows funds to assist in the completion of the 2500 Yakima
redevelopment for the first phase of 70 units, and funding for the infrastructure
work needed for all phases.

The budget 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.

The budget leaves MTW reserves at approximately current levels. The Non-
MTW reserves are reduced below both optimal and minimum level with the
knowledge that developer fees will be forthcoming in 2014 to boost the reserve
level back up, and in the hope that other opportunities will arise that will further
increase reserve levels.

Like past budgets, this one is based on conservative estimates. THA’s past
prudence has allowed us to weather the continuing budget challenges. As we
remain in an unsettled environment for predicting future HUD funding, this
approach should continue to serve the agency well.
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PRINCIPLES GUIDING THE BUDGET CHOICES

Staff have used the following principles to guide the preparation of this budget proposal:

THA’s strategic directives

THA’s statement of vision, mission and values, and our strategic objectives
remain our primary principles that guide our work, including budget choices.
Each department considered the priority of programs and projects serving each
strategic objective when proposing its own budget. The budget proposal allows
us to proceed with our most important initiatives.

Assumption about Congressional appropriations

Congress is supposed to adopt a federal budget by October 1st. That schedule
would be convenient because it would allow us to know our federal allocation in
time to adopt our own budget by January 1st. Unfortunately, Congress is usually
late. This forces us to assume what the final federal budget will be. We have
always assumed on the most conversation of the plausible versions of the federal
budget then pending in Congress.

This year is no exception. Congress is late. For now we are operating under a
“continuing resolution” that keeps us at FY 2012 levels. Unlike other years,
however, we have the possibility of “sequestration” to consider. We estimate that
this cut THA’s federal allocation by approximately 8% ($3.3 million). In
September, the Board gave direction to staff to budget at the FY 2012 levels.
This is wise. A $3.3 million cut would be severe. It would be particularly
disruptive to make those cuts only to find out from a later Congressional budget
that they were unnecessary. The Board also directed staff to prepare a hierarchal
list of cuts totaling $3.3 million in case some version of sequestration occurs and
that Congress does not later reach a budget deal. The list is Attachment C to the
budget.

Recurring income and expenses

We seek a budget where our recurring income pays for our recurring expenses.
Our proposed budget will show an aggregate surplus of recurring income over
recurring expenses in the amount of $392,000. Please note, however, that the
non-MTW portion of the budget shows a deficit of $583,000. The majority of the
deficit pertains to development expenses we think are reasonable to incur because
of the prospect it gives us to earn development fees that will recoup the loss.

Reserves and reserve spending

We continue to identify minimum and optimal levels of reserves overall and for
each type of reserve. This budget would keep up above optimal levels for overall
reserves. It would dip us below minimum levels for non-MTW reserves.

We do so pursuant to the principles that govern our use of reserves. It is easier to
spend reserves on nonrecurring rather than recurring expenses. The best use of
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reserves is to fund activities that have a plausible prospect of: (i) saving us
money; (ii) making us money; (iii) making us more effective. Most of the
spending of non-MTW reserves is on development projects that we expect will
earn us a developer fee in 2014 that will recoup the amounts we spend.

NOTABLE BUDGET ASSUMPTIONS

All budgets rely on assumptions. These are the notable ones for this budget:

Budgeting at continuing resolution amount

As I reviewed above, we budget at continuing resolution levels for HUD funding,
which is the 2012 level of HUD funding, which includes the offset reduction
funding for Public Housing in 2012.

Sequestration

We estimate that sequestration, if it occurs, will cut THA by $3.3 million.
Attachment C to the budget is a priority list of items that we would use to guide
our cuts. We can go as deep into that list as necessary to account for whatever
cuts flow from either sequestration or a final Congressional budget, if there is one.

Housing occupancy rates

The rental income for our LIPH and Local fund (Wedgewood, Stewart Court,
Alaska 9 Homes, and North Shirley) properties is based on the September, 2012
rent roll and assumes an average of 97% occupancy.

HAP savings

With our changes in occupancy standards, minimum rents and the elimination of
utility reimbursement checks to our tenants, and instituting the Housing
Opportunities Program (HOP) assistance, the budget estimates a savings of
approximately $4,000,000 since instituting the changes in 2011, and $1,500,000
from 2012 to 2013. We are using $600,000 of the HAP savings to provide funds
to providers to assist in the housing of special population.

Wages and salaries

For 2013, we are budgeting for a 3.0% increase for OPEIU and non-represented
staff, along with an extra 2.0% for Variable pay based on performance. Our
trades personnel is being budgeted for a 2.35% increase. Scheduled increases are
budgeted for July 1.

Employee benefits
We calculated the costs of employee benefits on the following assumptions:

Health Care benefits
Laborers trust for our maintenance staff has a 5% increase effective July 1¥. In
2013, we are combining our OPEIU and non-represented staff into one provider
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with a base plan and buy-up plan. By making this change, there is only a 2%
budgeted increase over the 2012 budget. This increase is effective January 1%,

Dental
No increase budgeted for 2013.

Retirement
Washington State employer portion of retivement plan remains budgeted at the
7.25% level. There is no budgeted increase from 2012.

Unemployment Insurance

THA pays out all unemployment claims and remains self-insured for 2013. We
accrue 1.55% of salaries and pay claims out of the accrual. This amount has
been sufficient the past couple of years.

Benefits, on average, remain approximately 42% of salary dollars. This has
stabilized from 2012 due to the change in benefit plans.

° Hillside Terrace and LASA
The budget anticipates progress on both Hillside Terrace and LASA. There is
anticipated developer fee of $240,800 for Hillside Terrace and $57,200 for LASA
in 2013, with another $1.6 million anticipated to be received in 2014.

SOME BUDGET DETAIL

J HUD Public Housing Operating Fund:
Even though we are budgeting at 2012 levels, HUD is frontloading PH Operating
Subsidy and paying at a higher level (90%). We are therefore budgeting
Operating Subsidy at the 90% level. To cut us back to 2012 levels overall, we are
decreased our HAP income to 98.5%.

o Interest on the Citibank loan for Area 3 Infrastructure
$1.45 million of the original $3.3 million dollar THA guarantee remains.
Payment of interest on the loan reduces the guarantee. Even though THA will be
aggressively working with Citibank to negotiate a settlement of the loan, we are
budgeting the $300,000 on the guarantee to pay for 2013 interest payments.

. Meth Testing
The budget provides $169,000 funding for meth testing pursuant to our overall
plan for such testing, along with deductible payments of $47,000 for remediation
of contaminated units.

J Special Program Initiatives
The budget provides $750,000 budgeted for special program initiatives that the
Board will recognize from past discussions:
- DSHS-PHA child welfare collaboration
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- Rapid rehousing for homeless families
- Housing for unaccompanied youth

- TCC homeless students program

- Scholars incentive programs

U Software Programming
The budget provides $100,000 for a consultant/temporary employee to replace our
Applications Architect position that we eliminated.

o Community Service grants
THA received funds up front in previous years for specific grants facilitated by
Community Services. The budget plans to spend $65,000 of this money.

° Hillside Terrace Redevelopment
This budget continues the redevelopment of the Hillside Terrace project. By the
end of 2012, all tenants will be moved out of the project. We will have executed
the partnership agreements. In early January, we will start the demolition and
rebuilding of the first phase of 70 units, along with the infrastructure work. THA
is committing $3.4 million of traditional CFP and RHF funds to the project,
$1.675 million grant funds for the Community Facility, and $4.3 million of state
and local funding to the project in 2013.

. Renovation of the Family Investment Center
In 2012, THA budgeted $107,000 for renovation of the Family Investment Center.
We never spent that money. Further discussions on how to make that
overcrowded building more efficient for Salishan Property Management staff and
Community Services staff and the may public uses resulted in a new plan. The
2013 budget includes $300,000 for the renovation of the FIC. This includes the
carryover of the $107,000 from 2012. The budget uses reserves and not 2013
operation funding.

U Continued renovation of 902 South L
In 2012, we finished the initial phase of the renovation of the THA administration
building. This phase included a complete renovation of the lobby and the Rental
Assistance area, along with a partial renovation of the administration area to
include an IT training room. This budget would continue the renovation of the
building to address ongoing HVAC issues, and increase efficiency of space on the
second floor. The budget would provide $350,000 for this purpose. It would
comes from reserves and not operations.

o Replacement of Aging Maintenance Vehicle Fleet
THA has an aging maintenance vehicle fleet with many vehicles over 20 years
old, and only a few under 10. There are significant repair issues with many of
them, and it is time to start updating our fleet. This budget would spend $120,000
to buy several new vehicles.
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. Reserve Appropriations/Operating Transfers
In the budget, we specify certain areas where we will either make transfers from
certain areas, or pull from reserves rather than operations for expenditures. For
the FY-2013 we made the following choices:

o) Transfer $377,500 from Capital Fund dollars to cover shortfalls in PH
ACC units.

o) Fund the continued remodel of 902 South L in the amount of $350K from

reserves.

o Fund the FIC renovation in the amount of $300K from reserves.

o Fund the purchase of $120K of replacement of maintenance vehicles from
reserves.

o Wedgewood is being budgeted with $200K of improvements from its own

replacement reserves.

o The purchase of the general partnership in New Look Apts. is still being
anticipated. This would be funded out of reserves.

. Use of MTW flexibility
Due to our MTW flexibilities, we are combining our Public Housing Operating
subsidies, Public Housing Capital Funds and Section 8 Housing Choice Voucher
Program assistance into a single authority-wide funding source. We will use this
single funding source to fund Public Housing operations, the Public Housing
Capital Fund and the Housing Choice Voucher programs to carry out the mission
of the MTW Demonstration program through activities that would otherwise be
eligible under sections 8 and 9 of the 1937 act.

° Reserves
The budget will leave us with the following reserves as indicated in Attachment A:

o MTW Reserves $ 6,480,100
o Business Activities (Non-MTW) reserves $ 962,800
o Bond Financed Property reserves $ 500,000
o Citibank Guarantee $ 1,150,000
o Salishan Lot set aside $2.400.000

$11,492,900

Recommendation

I recommend that the Board adopt Resolution 2012-12-19 (1) to formally approve THA’s Fiscal
Year 2013 Annual Budget.
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TACOMA HOUSING AUTHORITY

RESOLUTION 2012-12-19(1)

FISCAL YEAR 2013 ANNUAL BUDGET

Whereas, The Housing Authority of the City of Tacoma (“Authority”) intends to incur expenses and
other cash outflows for Fiscal Year 2013; and

Whereas, The U.S. Department of Housing and Urban Development (HUD) requires the Authority’s
Board to approve it’s annual Site-based budgets;

Whereas, Authority staff has prepared and the Board of Commissioners of the Housing Authority of the
City of Tacoma as reviewed and provided input to the proposed Fiscal Year 2013 annual budget,

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 attached FY
2013 Agency wide budget. The HUD required site-based budgets are also approved and are a subset
of the overall agency wide budget. The Board of Commissioners hereby authorizes the Executive
Director to implement and execute said budget. Expenses and other cash outflows are projected as

follows:
Expenses
Executive $ 501,934
Human Resources 397,247
Finance 995,517
Administration 1,249,483
Community Services 2,539,762
Development 2,191.817
REM&HS Overhead 1,568,333
Rental Assistance 34,791,273
Property Management 5,667.883
Subtotal 49,723,249
Additional Cash Outflows
Capital Expenditures 15,113,100
Debt Service 539.844
Subtotal 15,652,944
TOTAL APPROVED BUDGET $65,376,193

Approved: December 19, 2012 }@W’O/ n //}{W;’\

/Jaﬂis Flauding, Chair [
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