RESOLUTION 2023-11-08(5)

Date: November 8, 2023
To: THA Board of Commissioners

From: April Black
Executive Director

Re: Fiscal Year 2023 Agency Budget

This resolution would adopt Tacoma Housing Authority’s (THA) budget for 2024. The details are
set forth in the attachments.

BACKGROUND

By this resolution, the Board would adopt a THA budget for FY 2024. 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 significant programs. The budget denotes
strategic choices. It shows individual department expenses. For management purposes, each
department director will manage and control their department budget following Federal, State,
and Local regulations.

The Board and Executive Director provided direction for writing this budget. With the planned
IT conversion from Open Door and Intacct to Yardi, it was decided that there would be more of
a continuing resolution/carry-on approach, with every department reviewing their budgets and
attempting to live within budgeted amounts from their 2023 budget. If this was possible, any
new items were typically identified without assigning a particular dollar amount. This was to let
staff know what has been approved for 2024, even though dollar amounts remained the same.
For example, if a department determined it would need to attend a new training, the further
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training would be listed without a dollar amount. The department would need to reduce
spending on other training to stay within the approved training budget. There were also areas
we knew from the beginning where changes would have to be made. These areas are
addressed below. The Finance Department facilitated multiple meetings with the other Directors
to come up with a budget based on this direction to present to both me and now the Board.

NOTABLE INFORMATION

e The 2024 budget is based on 2023 federal funding levels.

e The budget for Housing Assistance Payments (HAP) was adjusted to reflect current
utilization and costs, projecting out to 2024.

e The salary budget reflects the commitment to staff to pay salaries commensurate with
the level needed to rent a 2-bedroom unit in Tacoma.

e With the planned change of the IT platform to Yardi, we have reviewed the costs
associated with the conversion to ensure that they are updated and accurate based on
the revised implementation timeline.

e THA has reviewed and updated all property budgets, both Tax Credit and THA-owned
for the 2024 budget. Changes were made in the property budgets to reflect the
changing needs of individual properties. There were no changes in overall staffing or
significant initiatives.

e As grant funding changes each year, we have worked with the different departments to
update the grant funding and expenditures to reflect what will occur in 2024
adequately. As we have done in the past, we balance out the expenses with income for
grants to have a net zero impact on the agency for each year.

e In the Development area, we will continue the Housing Hilltop development, along with
continuing to progress with the development of Aviva Crossing. THA will continue to
look for other partnership, development, and acquisition opportunities that will expand
the Agency's ability to serve lower-income Tacoma residents.

e The 2024 budget fits recurring expenses within recurring income.

e 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.

e The 2024 Budget proposal leaves THA with adequate reserves of both MTW and non-
MTW funds. There are also reserves remaining from the sale of public housing property
(Salishan lots and AMP 6 Single Family homes), which HUD designates under the terms
of the demo/dispo application for rehab or existing and developing of new affordable
housing in the community. THA continues to focus on maximizing the use of MTW
reserves and the reserves associated with the sale of public housing properties while
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limiting the use of Business Activity reserves. Continuing this approach in the 2024
budget, we project minimal HAP reserves remaining at HUD at the end of 2024. The
cash management regulations HUD follows do not allow agencies to hold excess MTW
reserves at the agency.

| am pleased to present this budget proposal to the Board. It reflects discussions throughout
the year by both the Board and staff, as well as attempting to capture the significant
changes affecting the agency in 2024 while using a continuing resolution philosophy to
streamline the process so staff can focus on the IT conversion to the Yardi platform. It also
recognizes the degree of uncertainty that lies ahead, which will require THA to remain
flexible.

The proposed budget leaves THA in good shape for 2024. It allows THA to continue core
programs. It will enable THA to expand its focus on being an excellent provider of affordable
housing, being an excellent place to work, and being a strong community partner.

ADDITIONAL INFORMATION

e Budget Principles

e As Congress had not passed a budget for HUD when we began building our
budget, we will presume the worst of the plausible budget versions working their
way through Congress. The most recent House and Senate proposals include a
small increase in funding for rental assistance. With the local FMRs increasing by
over 20% compared to the national average increase of 12%, it would be
anticipated that THA would be one of the beneficiaries of this increase. The
ongoing dysfunction in Washington, most recently illustrated by the negotiations
to increase the debt ceiling and the struggle to name a Speaker of the House,
raises the possibility of a continuing resolution that could lead to flat funding. As
a result, we are budgeting at the 2023 MTW funding levels.

e The budget will account for THA's strategic objectives.

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

e We will have reserve levels within Board directed limits; not too much and not
too little.

e We will spend reserves on non-recurring expenses that:
o Save us money;
o Make us money;
o Make us more effective.
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e Rental Assistance

e HAP is the largest driver of expenses for our agency budget, accounting for
approximately 63% of the agency’s operating expenses. As previously stated, we
are budgeting for flat funding in 2024. The challenge is that due to rent
restrictions in COVID and the current housing market, rents have gone up
substantially since the beginning of 2022. Our funding has not kept up with the
increases we have seen over the past few years. In 2022, we saw an increase in
funding of 2.7% while the cost of our average traditional voucher increased
11.1%. For 2023, we received an increase of 8.3%, and through August, the cost
of our average traditional voucher was up an additional 10.1%. While we expect
that our per voucher cost growth rate will slow to 5.2%, we also need to address
the rising costs, particularly insurance, in our tax credit partnerships. We have
historically increased the rents to our subsidized units by the Operating Cost
Adjustment Factor (OCAF) provided by HUD. The OCAF increase is provided at
the state level and has not accurately reflected the changing conditions of our
local market. The long-term impact of this was amplified this year with the
dramatic increase in insurance. To address this, we plan to significantly increase
the rents for our non-RAD (Rental Assistance Demonstration) project-based
voucher units. This will, in turn, increase our HAP expenses at those properties.

e The lifting of the COVID restrictions has presented other challenges Rental
Assistance. THA has seen a substantial increase in the turnover of our managed
PBV units, which created a backlog of units that needed to be turned and leased
up. We have also seen an uptick in the attrition of Tenant-based voucher
holders. The result of these changes is that the Rental Assistance department
needs to process a significantly greater number of applications to maintain
utilization. Due to the utilization and budgetary challenges noted above, our
MTW utilization rate has been slowly falling over the past few years. This trend
will continue, but even with these challenges, we were still able to budget a 95%
utilization rate of our MTW baseline for 2024.

e The Special Purpose Voucher program (EHV, FUP, Mainstream, NED, VASH)
projected utilization and average HAP have been updated for the 2024 budget.
While MTW utilization has been challenging, we are budgeting for another year
of rapid growth in the number of families served using Special Purpose Vouchers.

e Section 8 Admin Fees are budgeted at 2023 funding levels and the 89.5%
proration received in 2023. It is reasonably likely that the per voucher funding
rate may increase, but a lower proration would likely offset any increase.

e Salaries and Benefits
e Inthe 2023 budget, THA committed to “Make THA a great place to work.” In
doing so, the agency committed to doing a salary analysis for all positions in
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2023, as well as taking a look at our minimum salaries and work towards
ensuring that all staff are able to live in the South Sound area without struggling
financially. The bulk of this work was completed in time for the raises that took
effect in July. Working with our Union partners, THA increased its minimum
salary to a housing wage of $32 per hour for all employees. This will allow all
staff to afford a 2 BR unit in the Tacoma area. The cost to the agency was
approximately $1 million. Additionally, the agency looked at all positions and
repositioned several job classifications to ensure they were reflective of the
current market. Lastly, experience was looked at for all employees, and several
equity adjustments were made for staff to ensure they were adequately
compensated for their overall experience. The overall wage increase in July was
just over 15%. The 2023 budget included an adjustment for a six-month increase
and was placed in HR as a placeholder. The 2024 budget reflects the department
they work in, and the raises that took effect in July annualized for the entire
year. Ensuring that our compensation practices and policies result in equitable
outcomes will be an ongoing process. Having addressed the majority of these
changes in 2023, we believe we can make any necessary adjustments without
setting aside any additional funding.

e Forthe 2024 budget, we did not include a raise percentage or an increase to the
medical and dental benefits due to this being more of a continuing resolution
budget. THA budgets for all positions being fully staffed for the entire year. It has
been determined that the impact for any raises, and health benefit increases can
be absorbed within the 2023 budgeted amount due to staffing never being
100%. The budget also calculates health insurance costs based on the insurance
plan with the highest employer contribution, which provides an additional
buffer. Any benefits that are calculated as percentages of salaries, such as
Retirement, will reflect a budgeted increase based on the salary increase.

e IT Expenditures
e The 2023 budget was carefully crafted to consider the expenses associated with
the Yardi conversion, including the costs for the coming years. This was an area
we wanted to ensure that we reflected accurately in 2024. In working with IT, it
was determined that no major changes were needed for the 2024 budget other
than adjusting Yardi implementation costs.

e 2023 Initiatives brought forward to 2024
e Asthe 2024 budget is intended to be a continuing resolution type budget, we are
not introducing any new major initiatives in 2024, but are moving forward with
initiatives from 2023, which span multiple years, and in many cases embedded in
how we do the work. The following is a synopsis of the initiatives.
» Increase the amount of available housing for low-income families

» Increase housing access & stability
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» Embed principles of Diversity, Equity, Inclusion & Belonging (DEIB) in
THA’s programs, culture & priorities

= Make THA a great place to work

e Reserves and Capital spending
Reserves are important. We want to keep enough for essential purposes: to operate
safely, remain credit-worthy to investors and partners, and allow enough funding for
real estate development opportunities when they arise. We continue to identify
minimum and maximum levels of reserves overall and for each type of reserve. The
Board then makes a determination as to what level of reserves is optimal. For our MTW
funds, we project reserve levels at approximately $1.2 million at THA and $875,000 at
HUD at the end of 2024. For our Business Activity funds (Non-MTW without
restrictions), we anticipate approximately $11.7 million.

In the budget, we specify certain areas where we will transfer from certain areas or pull |,
from reserves rather than operations for expenditures. In addition to funding non-
recurring expenses, reserves are used for a variety of capital items. There are several
large capital transactions planned for 2024.

o THA will be retiring the debt associated with Aviva Crossing/James Center North.
We will be utilizing a combination of Business Activity Reserves, Property
Reserves and ACC Sales Proceeds.

= $2.2 Million — Early retirement of the WSHFC loan to facilitate the sale of
parcels that will be developed by third parties.

= $1.5 Million — Retirement of the remaining portion of the Enterprise loan.

o We are budgeting $475,000 in MTW reserves to improve THA infrastructure and
update the THA fleet.

o THA continues to look for opportunities to acquire new affordable units to serve
our clients better. We are budgeting $2 million from Reserves with Restrictions
funds (ACC sales proceeds) and an additional $2 million of Business Activities
reserves for rental property purchases.

o We are budgeting a $2,511,000 transfer of funds from THA-owned rental
properties to Business activities at end of 2023 to maintain optimal Operating
and Replacement reserves at the properties. This amount includes $1 million
related to the retirement of debt for Aviva Crossing.
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o Part of the redevelopment of Aviva Crossing will require the leasing of land and
the sale of the front commercial parcel. Combined this will provide THA $4.1
million in additional funding.

° Property Reserves
We will maintain a six-month operating reserve based on expenses, as well as a

replacement reserve for all properties that we own. This accounts for the $3.7
million reserve level for this category.

° Use of MTW flexibility

Due to our MTW flexibilities, we have had the ability to combine our Public
Housing Operating subsidies, Public Housing Capital Funds, and Section 8
Housing Choice Voucher Program assistance into a single authority-wide funding
source. With our Public Housing primarily converted to Section 8 RAD units, our
flexibility lies in combining our Section 8 Housing Choice Voucher HAP funds and
Section 8 admin fees for those units into a single funding source 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 S 1,198,000
o Business Activities (Non-MTW) reserves $ 11,761,000
o PH Owned Property reserves $ 3,700,000
o Reserves with Restrictions S 5,056,000
o Housing Hilltop Construction Reserve S 8,287,500
o) Section 8 Reserves held at HUD S 875,000
$ 30,877,500

RECOMMENDATION

| recommend that the Board adopt Resolution 2023-11-8 (5) to formally approve THA’s Fiscal
Year 2024 Annual Budget.

THA BOARD OF COMMISSIONERS RESOLUTION 2023-11-08 (5) Page 4



: Executive Director
Housmg April Black

Authority

RESOLUTION 2023-11-08(5)
Fiscal Year 2024 Annual Budget

A RESOLUTION of the Board of Commissioners of the Housing Authority of the City of Tacoma
WHEREAS, The Housing Authority of the City of Tacoma (“Authority”) intends to incur expenses
and other cash outflows for Fiscal Year 2024.

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
2024 annual budget,

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

The Board of Commissioners of the Housing Authority of the City of Tacoma adopts the
attached FY 2024 Agency wide budget. Expenses and other cash outflows are projected as
follows:

Expenses - Operations

Asset Management & Real Estate Development 2,199,732
Client Support & Empowerment 5,188,552
Executive 2,305,857
Finance 2,390,608
Human Resources 1,195,166
Information Technology 4,591,591
Policy, Innovation and Evaluation 2,577,797
Rental Assistance 66,221,002
Property Management Overhead 3,435,355
Property Budgets 3,311,429
Subtotal $93,417,089
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Additional Cash Outflows
Debt Service

Loan Payoffs

Capital Expenditures

Replacement Reserves
Subtotal

TOTAL APPROVED BUDGET

Approved: November 8, 2023

258,748
3,670,000
4,475,000

175,852

$8,579,600

$101,996,689

ez

B, Minh-Anh Ho’&ge, Chair
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