December 19, 2018 Agenda Item 7
REPORT TO THE COMMISSIONERS
FROM: Greg Russ, Executive Director/ CEO

SUBJECT: Approval of the 2019 Budget

Previous Directives: The Board approved the 2019 Moving to Work (MTW) Annual Plan on
September 26, 2018.

Resident Association Notification: MPHA provided the Public Housing Operating Budget
summaries to Resident Councils for comment on December 6, 2018. Staff presented this budget
to the residents at the Minneapolis High-rise Representative Council (MHRC) Executive
Committee and area-wide meetings on December 6 and December 12 and 13, 2018, respectively.

The Budget is scheduled to be discussed with the Resident Advisory Board (RAB) immediately
prior to the Board of Commissioners December 19, 2018 meeting.

Budget Impact: This 2019 Budget authorizes and allocates resources for 2019 expenditures.

Affirmative Action Compliance: Not applicable.

Procurement Review: Not applicable.

RECOMMENDATION: It is recommended that the Board of Commissioners approve the 2019
MPHA Budget and adopt the attached resolution specifically approving the 2019 Public Housing
Operating Budget.

Staff requests the Board of Commissioners to approve the Minneapolis Public Housing Authority
(MPHA) Fiscal Year 2019 (FY19) Budget. The Budget allocates resources to carry out the
management, maintenance, and security functions in operating MPHA’s public housing program,
the administration and housing assistance for the Housing Choice Voucher and other Section 8
Programs, the operation of the central office, and other programs as identified in the attached
Budget.

The Board of Commissioners, through the approval of the 2019 Moving to Work Annual Plan




(MTW Plan), approved the 2019 Moving to Work (MTW) Budget and other program-specific
budgets. Because the U.S. Department of Housing and Urban Development (HUD) requires
MPHA to present an MTW Budget as part of the draft MTW Plan and make the draft MTW Plan
available in June, the budgets included in the MTW Plan are considered estimates based on the
best available information at the time. This Budget provides updated and more precise funding
forecasts and updated program-specific sub-budgets; identifies budgetary controls and spending
policy; and details budgets for each asset management project (AMP), as required by HUD.

MPHA staff provided the Board an in-depth review of the 2019 Budget on December 4th and
December 5th at the 2019 Budget Workshop sessions.

MPHA provided the budget summaries for the AMPs to the Resident Councils on December 6,
2018 and presented those Budgets at the Minneapolis Highrise Resident Council’s December
meetings. Residents were informed to submit any written comments by January 11, 2019. Any
comments received prior to the December and January Board of Commissioner’s meetings will
be provided to the Board.

This Report was prepared by Tim Durose, Deputy Executive Director / CFO. If you have any
guestions or require further information regarding this Report, please contact Mr. Durose at 612-
342-1410 or tdurose@mplspha.org.



mailto:tdurose@mplspha.org

PHA Board Resolution U.S. Department of Housing OMB No. 2577-0026

Approving Operating Budget and Urban Development (exp.12/31/2012)
Office of Public and Indian Housing -
Real Estate Assessment Center (PIH-REAC)

Public reporting burden for this collection of information is estimated to average 10 minutes per response, including the time for reviewing instructions, searching existing data
sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This agency may not collect this information, and you are not required to
complete this form, unless it displays a currently valid OMB control number.

This information is required by Section 6(c)(4) of the U.S. Housing Act of 1937. The information is the operating budget for the low-income public housing program and provides a
summary of the proposed/budgeted receipts and expenditures, approval of budgeted receipts and expenditures, and justification of certain specified amounts. HUD reviews the
information to determine if the operating plan adopted by the public housing agency (PHA) and the amounts are reasonable, and that the PHA is in compliance with procedures
prescribed by HUD. Responses are required to obtain benefits. This information does not lend itself to confidentiality.

PHA Name: Minneapolis Public Housing Authority ~ PHA Code: MN0O02

PHA Fiscal Year Beginning: January 2019 Board Resolution Number: 18-183

Acting on behalf of the Board of Commissioners of the above-named PHA as its Chairperson, I make the following
certifications and agreement to the Department of Housing and Urban Development (HUD) regarding the Board’s

approval of (check one or more as applicable):
DATE

Operating Budget approved by Board resolution on: 12/19/2018
|:| Operating Budget submitted to HUD, if applicable, on:

D Operating Budget revision approved by Board resolution on:

|:| Operating Budget revision submitted to HUD, if applicable, on:

I certify on behalf of the above-named PHA that:

1. All statutory and regulatory requirements have been met;

2. The PHA has sufficient operating reserves to meet the working capital needs of its developments;

3. Proposed budget expenditure are necessary in the efficient and economical operation of the housing for the purpose of
serving low-income residents;

4. The budget indicates a source of funds adequate to cover all proposed expenditures;
5. The PHA will comply with the wage rate requirement under 24 CFR 968.110(c) and (f); and
6. The PHA will comply with the requirements for access to records and audits under 24 CFR 968.110(i).

I hereby certify that all the information stated within, as well as any information provided in the accompaniment herewith,
if applicable, is true and accurate.

Warning: HUD will prosecute false claims and statements. Conviction may result in criminal and/or civil penalties. (18
U.S.C. 1001, 1010, 1012.31, U.S.C. 3729 and 3802)

Print Board Chairperson’s Name: Signature: Date:

F. Clayton Tyler 12/19/2018

Previous editions are obsolete form HUD-52574 (08/2005)




2019 MPHA BUDGET

The Board of Commissioners, through the approval of the 2019 Moving to Work Annual Plan
(MTW Plan), approved the 2019 Moving to Work (MTW) Budget and other program-specific
budgets. Because the U.S. Department of Housing and Urban Development (HUD) requires
MPHA to present an MTW Budget as part of the draft MTW Plan and make the draft MTW Plan
available in June, the budgets included in the MTW Plan are developed with less precision than
desirable. This document provides updated funding estimates and program budgets, restates
current budgetary controls and spending policy, and details budgets for each asset management
project (AMP) as required by HUD.

Funding Assumptions

Congress is funding MPHA programs through a short-term funding bill (a Continuing Resolution)
that expires on December 21, 2018. This short-term appropriation provides funding at 2018
levels and the funding amounts for the rest of the 2019 federal fiscal year are unknown. The
MPHA'’s 2019 Budget assumes program funding at current 2018 levels. MPHA’s 2019 Budget
assumes HUD will provide only 94% of the public housing operating subsidy formula;
approximately $1.3 million less than the amount of subsidy eligibility needed for MPHA’s housing
stock. The Housing Choice Voucher Program housing assistance payment (HAP) subsidy is
anticipated to be funded at 100% of the formula amount and the program administrative fees
funded at only 80% of the formula amount putting greater stress on the resources MPHA has
available to meet program needs. The Budget also estimates that the public housing Capital Fund
award will be near the amount awarded in 2018 or approximately $15 million.

A look at the MPHA estimated federal subsidy loss due to insufficient Congressional
appropriations is over $1.8 million for 2019. The breakdown by appropriation account is
presented in the following schedule.

Subsidy 2019 Budget
Formula (Prorated
Program Eligibility Subsidy) Subsidy Loss
Public Housing Operating Subsidy S 21,901,700 $§ 20,587,600 S 1,314,100
MTW HCV Admin Subsidy S 2,872,400 S 2,297,900 S 574,500
Total Subsidy Loss due to Proration S 1,888,600



Agency-wide Budget

The schedule to the right presents the
total Minneapolis Public Housing
Authority (MPHA) budget for 2019.
Total Sources of funds are expected to
be $124 million; $98 million coming
directly from federal subsidies and
grants. Total net ordinary uses of funds
are $125.6 million and an additional
extraordinary expenditure of $1.65
million is planned for agency-wide
software conversion to a single platform
and network infrastructure upgrades.
To cover planned spending, $3.2 million
of reserves will be needed, of which
$1.3 million is expected to come from
the drawn down of the Working Capital
Fund previously approved by the Board.

The 2019 Budget allocates resources
that are aligned with MPHA's Strategic
Vision and Capital Plan approved by the
Board in May, 2018. Of note related to
the strategic objective of housing
preservation, uses of funds includes
$19.5 million in public housing building
modernization and $1 million for the
establishment of a new preventive
maintenance program. Increased
spending under Tenant Services
includes the establishment of a Human
Services department and the
aforementioned computer software
conversion and network upgrade is
aligned with the strategic objective of
operational excellence.

Total budgeted reserves! are expected
to be $23.1 million at the end of 2019.

2019 MPHA Budget

Total MPHA
Sources
Tenant Revenue -Rents & Other 21,614,800
Federal - Operating Subsidies & Grants 23,096,900
Federal - Section 8 Admin Fee Subsidy 2,925,000
Federal- Section 8 HAP Subsidy 52,154,400
Federal - Capital Grants 19,834,000
City Contribution 602,200
Interest Income 355,700
Other Revenues, Fees, & Grants 3,429,500
Total Sources 124,012,500
Uses
Property Management and Program Admin. 13,609,500
Administration 7,784,200
Tenant Services 1,176,600
Utilities 8,635,800
Maintenance 15,637,800
Protective Services 2,531,300
Insurance & Casualty Loss 2,046,900
Other General 2,835,300
Debt Service 2,444,900
Housing Assistance Payments (HAP) 46,800,800
Capital Improvements & Equipment 22,073,100
Total Uses 125,576,200

Net Ordinary Sources/(Uses)

(1,563,700)

Software and Computer Infrastructure

1,650,000

Net Operating Sources/(Uses)

(3,213,700)

Board Approved Carryover Contributions

Working Capital Carryforward 1,285,000

Total Carryover Contributions 1,285,000
Total Net Sources/(Uses) (1,928,700)
Projected Reserves® as of Dec. 2018 26,310,700
Budgeted Changes in Reserves (3,213,700)
Budgeted Reserves” as of Dec. 2019 23,097,000

! Reserves are defined as Unrestricted Net Position




MPHA relies heavily on federal housing subsidies and grants anticipating $98 million in 2019
(depicted in the chart below as hatched) and when combined with tenant and space rent from
the operation of federal public housing, 98% of MPHA sources of funds come from the operation
of federal housing programs.

2019 Sources of Funds

- m Other Income & Grants

o
= = Tenant Revenue - Rents & Other
o % Federal - Section 8 Admin Fee
o Subsidy
Federal- Section 8 HAP Subsidy
%

# Federal - Operating Subsidies &

o % Grants

Sources

The Agency-wide budget consists of several sub-fund budgets. Each sub-fund’s budget is
discretely presented on page 16 of this report to provide program level detail. Each MPHA
program area has spending eligibility restrictions that effect how funds are being used and when
allowable, the amounts transferred among program areas.

Budgetary Controls

Although MPHA presents budgetary data at a lower level on the accompanying schedules,
MPHA’s MTW Agreement eliminates any restriction to transfer funds among MTW program



areas, among asset management projects, and between line items. The approval of the Budget
provides the Executive Director authorization to carry out business operations using no more
than the net uses of funds identified in the Agency-wide Budget with full expenditure flexibility
throughout all agency funds subject to all spending limitations imposed by the sources of the
funds.

The Executive Director is further authorized to increase the net use of funds up to an additional
3% of routine operating program budgeted reserves; that is, the combined MTW, Central Office,
and Other Section 8 Program budgeted year-end reserve amount without further approval from
the Board. The calculation of the additional net use approval is as follows.

Uses
Authorization
Calculation

MTW Budgeted Reserve Level 13,137,000
Other Section 8 Programs 1,599,100
Central Office Budgeted Reserve Level 4,048,900
Combined FYE 2019 Budgeted Reserve 18,785,000

Additional Use of Reserves Authorization w/o Further Board Approval 563,600

Moving To Work Programs Budget

The MTW Agreement provides MPHA financial flexibility to expend HUD public housing operating
and capital resources and Housing Choice Voucher (HCV) Program resources interchangeably
among these programs rather than limited within the program “silos” from which the funds were
derived. The combination of the three programs create an MTW Block Grant with an expanded
allowable use of funds beyond what traditional PHA’s are permitted. (The term used in the MTW
agreement for this ability is “Single Fund Flexibility”.) The expanded use of funds provides MPHA
the opportunity to design and test innovative, locally-designed strategies that use Federal dollars
more efficiently and provide opportunities for program creativity and innovation. The 2019 use
of Single Fund Flexibility is highlighted on the MTW Programs Budget schedule and labeled with

- through | 6 .

numbers
The MTW Budget presented for 2019 allocates resources to: (1) carry out the daily management
and maintenance operations; (2) within the funds available, provide for selected major building
rehabilitation activities for MPHA’s public housing stock; (3) provide for the administration and
housing assistance payments for the HCV Program; and (4) set aside the funds needed for
innovative, locally-designed strategies to meet the mission of MPHA.



The total 2019 MTW Budget is balanced without the use of reserves and anticipates $116 million
in sources of funds and plans for $115 million in uses of funds plus a one-time extraordinary use
for the allocated portion of the software conversion to a single platform and network
infrastructure upgrade of $1 million. The MTW Program reserve is budgeted to remain at $13.1
million or 3.3 months of public housing routine operating costs.

2019 MTW Funds Budget

MTW Single Fund
MTW MTW
Housing Housing
Public Choice Choice
Housing Vouchers Vouchers  Capital Fund Human MTW Total MTW
Operations Admin HAP Program CMHWC Services Initiatives Programs

Sources
Tenant Revenue -Rents & Other 21,614,800 - - - - - - 21,614,800
Federal - Operating Subsidies & Grants 20,587,600 - - 2,509,300 - - - 23,096,900
Federal - Section 8 Admin Fee Subsidy - 2,297,900 - - - - 2,297,900
Federal- Section 8 HAP Subsidy - 1 1,304,500 45,868,500 - - - - 47,173,000
Federal - Capital Grants - - - 19,534,000 - - - 19,534,000
City Contribution 450,000 - 152,200 - - - - 602,200
Interest Income 211,800 16,000 - - - - - 227,800
Other Revenues, Fees, & Grants 808,900 456,100 - - 352,900 - - 1,617,900

Total Sources| 43,673,100 4,074,500 46,020,700 22,043,300 352,900 - - 116,164,500
Uses
Property Management and Program Admin. 8,242,000 3,093,200 - 10,000 124,100 22,800 132,500 11,624,600
Fees to Central Office 5,611,900 1,012,100 - 1,499,300 - - - 8,123,300
Tenant Services 840,400 - - - 42,000 278,400 15,800 1,176,600
Utilities 8,351,400 - - - 138,400 - - 8,489,800
Maintenance 14,335,400 - - 1,000,000 114,700 - - 15,450,100
Protective Services 2,460,000 - - - 7,800 - - 2,467,800
Insurance & Casualty Loss 1,801,600 67,900 - - 17,600 - - 1,887,100
Other General 2,317,900 - - - - - - 2,317,900
Debt Service 2,444,900 - - - - - - 2,444,900
Housing Assistance Payments (HAP) - - 41,156,400 - - - - 41,156,400
Capital Improvements & Equipment 407,500 - - 19,540,000 73,000 - - 20,020,500

Total Uses| 46,813,000 4,173,200 41,156,400 22,049,300 517,600 301,200 148,300 115,159,000
Net Ordinary Sources/(Uses) (3,139,900) (98,700) 4,864,300 (6,000) (164,700) (301,200) (148,300) 1,005,500
Software and Computer Infrastructure 648,300 399,200 - - - - - 1,047,500
Net Operating Sources/(Uses) (3,788,200) (497,900) 4,864,300 (6,000) (164,700) (301,200) (148,300) (42,000)
) ! 4 5 6

Transfer in/(Out) for MTW Single Fund 3,264,200 456,900 (4,864,300) - 164,700 301,200 148,300 (529,000)
Transfer in/(Out) for GL Insurance 3 324,000 2 41,000 - 6,000 - - - 371,000
Transfer in/(Out) for Collection Losses 200,000 - - - - - - 200,000
Transfer in/(Out) for Working Capital - - - - - - - -
Net Operating Sources/(Uses) after Transfers - - - - - - - -
Total Net Sources/(Uses) - - - - - - - -
Projected Reserves' as of Dec. 2018 12,279,000 858,000 - - - - - 13,137,000
Budgeted Changes in Reserves - - - - - - - -
Budgeted Reserves’ as of Dec. 2019 12,279,000 858,000 - - - - - 13,137,000

! Reserves are defined as Unrestricted Net Position

Public Housing Operations
Over $46.8 million is planned to be spent on the day-to-day operation of the public housing



program; an increase of 5% over the 2018 budgeted levels. The largest budgeted expense is in
maintenance expenses; which is 31% of the program’s expenses. MPHA pays the utility costs in
all of the public housing properties and that cost is expected to be $8.3 million. The annual debt
service payments to satisfy borrowing needed to install energy saving measures totals $2.4
million in 2019. Additionally, MPHA continues to value resident safety and the budget plans on
spending $2.4 million in protective service activities. The program is primarily funded by tenant
rent ($21.6 million) and HUD operating subsidy ($20.6 million).

In order to cover uses that exceed program sources, nearly $3.8 million is budgeted to be
transferred into the public housing operating program. In part because HUD is only funding the
public housing program operating subsidy at 94% of the subsidy formula amount and partly
because of the need to fund security at an amount higher than what the formula provides, $2.6
million of Housing Choice Voucher (HCV) subsidy must be repurposed to cover public housing
operating needs. This funds the Public Housing Operating Program at the equivalent of what
would be funded if 108% of the operating subsidy amount were funded by HUD. Furthermore,
$648,300 of HCV HAP subsidy is repurposed to cover software and network infrastructure costs.
The Budget presents these as transfers in under the MTW Single Fund.

The public housing program also receives transfers in from the MPHA Self Insurance Fund
(5324,00) to cover the cost to purchase comprehensive general liability, directors and officers
omissions and errors, and employment practices liability insurance. MPHA has historically been
self-insured for this risk. The program also receives a transfer in from the Central Office for
covering losses for uncollectible rents (5200,000). Federal funds are not allowable to be used for
this purpose thus making this transfer necessary.

. . Other G | . . Capital
The total Operating Program budget is "\ Public Housing Uses o>
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type (family, high-rise, privately-
owned). MPHA has an organizational
structure and management reporting
system that allows for project-based management, accounting and budgeting that meets HUD’s
asset management requirements. Below, the total public housing operating program budget is
subdivided into each AMP.



2019 Public Housing Operations Budget by Asset Management Project (AMP)

@ & 5 o S 8 X S
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Sources
Tenant Revenue -Rents & Other 883,300 4,777,600 4,478,000 3,355,200 2,682,500 2,675,000 2,763,200 - - 21,614,800
Federal - Operating Subsidies & Grants 765,700 2,775,200 4,200,600 2,780,800 3,074,600 2,938,200 3,039,100 753,300 260,100 20,587,600
City Funds 12,100 49,000 106,300 68,600 93,100 64,000 56,900 - - 450,000
Interest Income 7,400 57,900 25,300 34,900 29,200 31,000 26,100 - - 211,800
Other Revenues, Fees, & Grants 23,600 70,100 246,500 184,200 129,200 53,000 102,300 - - 808,900
Total Sources 1,692,100 7,729,800 9,056,700 6,423,700 6,008,600 5,761,200 5,987,600 753,300 260,100 43,673,100
Uses
Property Management and Program Administration 407,500 1,186,800 1,805,200 1,238,700 1,308,700 1,092,100 1,203,000 - - 8,242,000
Fees 173,700 709,700 1,247,300 888,100 816,100 878,900 898,100 - - 5,611,900
Tenant Services 55,000 2,000 211,700 160,400 133,400 129,800 143,600 4,500 - 840,400
Utilities 454,600 2,141,800 1,573,200 1,040,100 1,040,300 1,086,800 1,014,600 - - 8,351,400
Maintenance 672,100 3,182,800 2,803,200 2,020,100 1,993,500 1,808,500 1,855,200 - - 14,335,400
Protective Services 47,500 - 626,600 310,600 744,200 424,700 306,400 - - 2,460,000
Insurance & Casualty Loss 85,600 359,800 353,500 255,700 251,900 251,300 243,800 - - 1,801,600
Other General 29,800 224,800 322,000 265,000 154,800 143,500 171,500 748,800 257,700 2,317,900
Debt Service 14,600 64,200 612,000 639,400 421,000 259,700 434,000 - - 2,444,900
Capital Improvements & Equipment 8,400 17,500 135,500 71,700 120,800 17,400 36,200 - - 407,500
Total Uses 1,948,800 7,889,400 9,690,200 6,889,800 6,984,700 6,092,700 6,306,400 753,300 257,700 46,813,000
Net Ordinary Sources/(Uses) [ (256,700)]  (159,600)]  (633,500)]  (466,100)]  (976,100)]  (331,500)]  (318,800)] - 2,400 | (3,139,900)|
Software and Computer Infrastructure 71,100 89,000 117,800 89,300 94,300 93,800 93,000 - - 648,300
Net Operating Sources/(Uses) [ (327,800)] (248,600  (751,300)]  (555,400)] (1,070,400)]  (425,300)]  (411,800)] 5 2,400 | (3,788,200)|
Transfer in/(Out) for MTW Single Fund 307,500 183,500 607,800 448,400 1,014,200 354,600 348,200 - - 3,264,200
Transfer in/(Out) for GL Insurance 19,000 45,800 67,300 49,000 47,500 47,300 48,100 - - 324,000
Transfer in/(Out) for Collection Losses 5,500 36,500 69,700 53,500 4,400 19,200 11,200 - - 200,000
Transfer in/(Out) between AMPs For Resident Participation (4,200) (17,200) 6,500 4,500 4,300 4,200 4,300 - (2,400) -

Net Sources/(Uses)

Budgeted Reserves as of Dec. 2019

12,279,000



MTW Housing Choice Vouchers Admin.

The MTW budget includes funding for the administration of the HCV Program. The $4.1 million
budget funds the program staff needed to carry out the administration of the program under
HUD regulations including family eligibility, rent calculations, and unit inspections. The costs are
funded by $2.3 million in HCV Administrative Fees and a use of MTW Single Fund flexibility to
move $1.3 million from HCV HAP subsidy to fund the program at the amount estimated to be
available for non-MTW PHA:s.

In order to cover uses that exceed program sources, $57,700 is budgeted to be transferred into
the HCV Admin budget which funds the administration at the equivalent of what would be funded
if 82% of the formula amount. Furthermore, $399,200 of HCV HAP subsidy is repurposed to cover
software and network infrastructure costs. The Budget presents these as transfers in under the
MTW Single Fund.

The HCV Admin budget also receives transfers in from the MPHA Self Insurance Fund ($41,00)
to cover the cost to purchase comprehensive general liability, directors and officers omissions
and errors, and employment practices liability insurance. MPHA has historically been self-
insured for this risk.

MTW Housing Choice Vouchers HAP

The MTW budget funds an average of 4,420 participants each month with MTW Housing Choice
Vouchers (HCV) and continues MPHA’s rent reform initiative. The HCV budget also assumes
MPHA’s payment standards will be set at 100% of the 2019 Fair Market Rents (FMRs). HUD sets
FMRs for the Twin Cities metropolitan area to assure that a sufficient supply of rental housing is
available to program participants. To accomplish this objective, FMRs must be both high enough
to permit a selection of units and neighborhoods and low enough to serve as many low-income
families as possible. The 2019 HCV Program anticipates $41.1 million will be need for housing
assistance payments (HAP); approximately $1.6 million more than planned in 2018.

The Budget estimates that HUD will provide $45.9 million in HCV HAP Subsidy and the City of
Minneapolis will provide $152,200 from its Stable Homes, Stable Schools Initiative appropriation.
Since these sources of funds are greater than the planned need for HAP costs ($41.1 million), it
is expected that $4.8 million of net sources will be available for MTW Single Fund transfers.



In response to insufficient HUD funding for the public housing program and for the administration
of the HCV Program, MPHA will use its MTW spending flexibility to transfer HCV HAP subsidy
funds to cover these shortfalls for 2019. The transfer is permitted by the MTW Agreement with
HUD. Additionally some HCV HAP subsidy will be used to cover operating shortfalls at the Cora
McCorvey and Wellness
Center (CMHWC) to
fund the establishment
of a new MPHA
department for Human

Services and for costs . —
associated with MTW MTW Single Fund Flexibility Transfer Schedule

MTW Single Fund Flexibility Funding Adjustment

Move MTW HCV HAP Revenue to MTW HCV Admin. 1,304,500 1
1,304,500

program Transfer (Out) for MTW Single Fund Details:
administration. A HCV HAP Net Income (4,864,300)
Total MTW Single Fund Transfers (Out) (4,864,300)

breakdown of the use
of HCV HAP subsidy is Transfer In for MTW Single Fund Details:

presented in the Additional funding for HCV Admin 57,700
. MTW HCV Software and Computer Infrastructure 399,200
schedule to the right. 456900
The transfers are Fund Public Housing Ops @100% 1,314,100
. blic Housing Operating Exp supplemental funding 1,301,800
labeled with a key th Pu g
abeled tha _ey that Public Housing Software and Computer Infrastructure 648,300
corresponds with the 3,264,200
MTW Budget Summary
CMHWC Shortfall 164,700
Schedule on page 5 and
the MPHA Budget Human Services Department 301,200
Summary on page 16. _
MTW Admin Support and Legal 148,300
VASH and FUP HAP Shortfall in 2019 529,000
Total MTW Single Fund Transfers In 4,864,300

Total Net Transfers In/(Out)




Capital Fund Program

Outside of the costs for the day-to-day public housing operation, $19.5 million is planned to be
spent in carrying out major building rehabilitation projects and S1 million is set aside for the
establishment of the Quality Maintenance Program (QMP). The QMP will deliver an improved
approach to grounds, janitorial, pest control, and major systems maintenance through the
establishment of scheduled work tasks that includes modest repairs and replacements due to
wear-and-tear. The QMP will prioritize care and servicing of equipment, unit interiors, common
areas, and other building components for the purpose of maintaining satisfactory operating
condition, by providing systematic inspection, detection, and correction of issues either before
they occur or before they develop into major defects.

The largest spending on building improvements are planned in 2019 at 1515 Park ($4 million),
1611 S. 6™ Street ($3 million), and 2121 Minnehaha Avenue ($3 million). A portion of 2019 HUD
Capital Grant awarded funds and carry over capital funds from prior years’ grant awards are
planned to be used to carry out $22 million for the work items listed on the following schedule.

2019 Capital Fund Program

USES OF FUNDS
AMP PROJ ADDRESS WORK ITEMS 2019 USES
N/A N/A N/A Administration - Audit fee $10,000
N/A N/A N/A Fees to the Central Office $1,499,300
| N/A ] N/A IN/A |Maintenance - Quality Maintenance Program (QMP) $1,000,000
BUILDING MODERNIZATION
N/A 96 1001 Washington Ave Security/building improvements $25,000
2 Varies Scattered Sites Pre-development activities - Physical Needs Assessment $350,000
2 Varies Scattered Sites Roof replacement, infrastructure, comprehensive modernization $750,000
2 48 3479 2nd St NE Energy pilot - modular new construction $350,000
2 43 2015 23rd Avenue S Energy pilot - duplex new construction $100,000
2 13 1600 Penn Avenue N Energy pilot - fourplex new construction $25,000
2 TBD TBD Energy pilot - retrofits $100,000
3 20.4 2415 N 3" Street Security improvements $150,000
3 23 315 Lowry Avenue N Exterior metal panel replacement $225,000
3 26 1710 Plymouth Ave Elevator modernization $50,000
3 28 901 4" Avenue N Generator replacement $175,000
3 29 1015 4th Avenue N Generator installation $250,000
3 42 314 Hennepin Ave Fire alarm system replacement, elevator modernization $600,000
4 10 311 University Ave NE Switch gear and generator replacement $400,000
4 33 828 Spring Street NE Heating system upgrades $400,000
5 9 Hiawatha Towers Fire alarm system replacement $440,000
5 9 Hiawatha Towers Site security upgrades $750,000
6 6 Cedars Lowrises Roof replacement $750,000
6 6 1627 S 6" Street Elevator modernization $600,000
6 6 1627 S 6" Street Piping, apartment upgrades, fire alarm system replacement, HVAC improvements $300,000
6 6 1611 S 6 Street Piping, apartment upgrades, fire alarm system replacement/fire suppression retrofit, HVAC improvements $3,000,000
6 8 Elliot Twins Pre-development activities - RAD Conversion pre-RCC $100,000
6 8 Elliot Twins Comprehensive building modernization $200,000
6 15 1515 Park Ave S Piping, apartment upgrades, HVAC improvements $4,000,000
6 30 630 Cedar Ave S Fire alarm system replacement $250,000
7 17 2728 E Franklin Avenue Generator & switch gear replacement $400,000
7 31 Horn Towers Elevator modernization $1,000,000
7 18.4 3755 Snelling Piping, apartment upgrades, fire alarm system replacement, HVAC improvements $800,000
7 36 2121 Minnehaha Piping, fire alarm system replacement, apartment upgrades, switch gear/generator replacement $3,000,000
TOTAL BUILDING MODERNIZATION $19,540,000
GRAND TOTAL USES $22,049,300
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Central Office Cost Center

Consistent with HUD’s asset management requirements, overhead costs that benefit one or
more HUD programs are budgeted for within the Central Office Cost Center (Central Office). The
Central Office budgeted costs are supported by fees charged to each program. MPHA plans to
charge up to the HUD permitted fees for 2018, including fees permitted by MPHA’s local asset
management plan. These fees are non-program income, de-federalized, and subject only to local
government restrictions. Maximizing this fee revenue offers MPHA the greatest discretion in
supporting all programs and in having funds to leverage other grants and for development

activities.

The 2018 Central Office budget includes $8.4
million in routine uses and $540,800 in software
and network infrastructure costs. Additionally,
the Central Office is using resources to cover
public housing rent collection losses ($200,000)
and contributing ($156,000) to the Working
Capital Fund. The uses are supported by $8.3
million in fees charged to other HUD programs
combined with $110,300 in other income and
$74,600 in transfers from MPHA’s Self Insurance
Fund to cover the <cost to purchase
comprehensive general liability, directors and
officers omissions and errors, and employment
practices liability insurance. The cover the net
use of funds, the budget calls for $796,100 in
reserves. The use of reserves brings the Central
Office reserve position to $4 million.
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Sources
Interest Income
Central Office Fee Revenue

Other Revenues, Fees, & Grants

2019 Central
Office

82,900
8,284,700
27,400

Uses

Administration

Utilities

Maintenance

Protective Services

Insurance & Casualty Loss

Other General

Capital Improvements & Equipment

Total Sources 8,395,000

7,752,700
146,000
187,700

63,500
149,300
17,400
51,600

Total Uses 8,368,200

Net Ordinary Sources/(Uses) 26,800
Software and Computer Infrastructure 540,800
Net Operating Sources/(Uses) (514,000)
Transfer in/(Out) for GL Insurance 74,600
Transfer in/(Out) for Collection Losses (200,000)
Transfer in/(Out) for Working Capital (156,700)
Net Operating Sources/(Uses) after Transfers (796,100)




Other Section 8 Program Budgets

In addition to MTW funds, MPHA receives funds for other federal housing assistance programs.
These programs consist of Section 8 moderate rehabilitation and single room occupancy housing
vouchers, housing vouchers for veterans (VASH), housing vouchers related to HUD’s Family
Unification Program (FUP), and housing vouchers for HUD’s Special Needs Assistance Program
(SNAP). The Section 8 moderate rehabilitation program and Section 8 single room occupancy
program provides project-based rental assistance to cover rent plus property rehabilitation costs
to private owners that rent to low income families. The HUD funded VASH program provides
rental assistance for homeless Veterans. The FUP program provides rental assistance to families
where inadequate housing is a primary factor preventing the placement of a child or the return
of a child from out-of-home care. The SNAP program provides rental assistance to quickly
rehouse homeless individuals and families. In total, these programs are planned to provide
housing assistance to 683 families per month.

Total Other
Section 8 Mods Section 8
& SROs VASH FUP SNAP Mainstream  Programs
Sources
Federal - Operating Subsidies & Grants 295,300 210,600 80,700 6,900 33,600 627,100
Federal- Section 8 HAP Subsidy 2,045,000 1,530,000 1,020,000 86,400 300,000 4,981,400
Interest Income - - - - - -
Total Sources 2,340,300 1,740,600 1,100,700 93,300 333,600 5,608,500
Uses
Program Administration 175,800 185,400 66,600 4,100 28,100 460,000
Fees 63,900 64,600 23,100 - 9,800 161,400
Insurance & Casualty Loss 4,000 4,300 1,500 100 600 10,500
HAP 2,045,000 1,998,800 1,214,200 86,400 300,000 5,644,400
Total Uses 2,288,700 2,253,100 1,305,400 90,600 338,500 6,276,300
Net Ordinary Sources/(Uses) 51,600 (512,500) (204,700) 2,700 (4,900) (667,800)
Software and Computer Infrastructure 23,600 24,900 8,900 500 3,800 61,700
Net Operating Sources/(Uses) 28,000 (537,400) (213,600) 2,200 (8,700) (729,500)
Program Transfers In/(Out) (22,500) 348,100 201,000 100 8,700 535,400
Net Sources/(Uses) 5,500 (189,300) (12,600) 2,300 - (194,100)
Budgeted Reserves' as of December 2019 1,573,800 13,500 - 11,800 - 1,599,100
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Self Insurance Fund Budget

MPHA has traditionally been self-insured for general liability (tort) claims and other claims not
covered by purchased insurance for property, auto, workers compensation, crime, and cyber

exposures. Self-insurance for this
exposure was used for the public housing
program at the City of Minneapolis and
continued upon MPHA’s separation from
the City.

In 2019 MPHA intends to purchase
insurance to cover comprehensive
general liability, directors and officers
omissions and errors, and employment
practices liability insurance. The
estimated cost will be transferred out of
this fund and into the individual program
budgets. In total it is expected to cost
$452,000 to cover the estimated
premiums plus claims below the
deductible level.

Total budgeted reserves® for this fund
are expected to be $3.1 million at the
end of 2019.

Self Insurance

Fund
Sources
Interest Income 35,000
Total Sources 35,000

Uses
Claims -

Total Uses -
Net Program Sources/(Uses) 35,000
Program Transfers In/(Out) (452,000)
Net Sources/(Uses) (417,000)
Budgeted Reserves' as of December 2019 3,082,000
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Working Capital Fund Budget

The Working Capital Fund was established to cover the costs associated with a portfolio
assessment needed to launch a 10-year improvement effort. This fund covers the pre-
development costs associated with planning and completing the assessments, and, in selected
cases, moving to close on individual deals. The Budget anticipates that $1.285 million will be
available in the Fund as of January 2019 with approximately $750,000 remaining from a McKnight
Grant.

The 2019 Budget assumes that $1.5 million will be spent from the Working Capital Fund which
will require $156,700 additional contribution from Central Office funds. The uses of fundsin 2019
will cover some of the pre-development consultant services and MPHA staff costs associated with
the Elliot’s Rental Assistance Demonstration (RAD) conversion and the Scattered Site conversion
to tenant protection vouchers.

Working

Capital Fund

Sources
Sales Tax Refund - Minnehaha Townhomes 65,000
MPHA Central Office Contribution 156,700
Total Sources 221,700

Uses

Elliots RAD Pre-Development 285,000
SS Section 18 Conversion Pre-Development 265,000
Other Portfolio Consulting and Services 355,000
Community Engagement 100,000
MPHA Labor and Administrative Support Costs 476,700
Training and Travel 25,000
Total Uses 1,506,700
Net Program Sources/(Uses) (1,285,000)

Budgeted Reserves as of December 2019 -
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Other Funds Budgets

MPHA also has some non-federal funds. The non-federal funds budget includes funds derived
from the settlement of damages to MPHA resulting from a 2012 HUD operating subsidy offset,
profits derived from inspecting Class 4d properties for the State, and various grants. The budget
for these programs is shown below and includes $500,000 as a contingency fund for emergency
housing needs.

Family Total Other
Non-Federal  Housing Non-Federal
Funds Fund Grant J-PAL Grant Funds

Sources
Interest Income 10,000 - - 10,000
Other Revenues, Fees, & Grants - - 18,200 18,200
Total Sources 10,000 - 18,200 28,200
Uses
Administration 31,500 - 18,200 49,700
Other General 500,000 - - 500,000
Total Uses 531,500 - 18,200 549,700
Net Program Sources/(Uses) (521,500) - - (521,500)
Budgeted Reserves' as of December 2019 1,011,000 219,000 - 1,230,000

Additionally, the Budget includes $300,000 for lead based paint testing in our Scattered Site
homes and the completion of the Minnehaha Townhomes housing development. These
programs are presented discretely on the MPHA Budget Summary.
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2019 MPHA Budget Summary

MTW MTW
Housing Housing
Public Choice Choice
Housing Vouchers Vouchers  Capital Fund Human MTW Total MTW
Operations Adm HAP Program CMHWC Services Initiatives Programs
Sources
Tenant Revenue -Rents & Other 21,614,800 - - - - - - 21,614,800 - - - - - - - - - - 21,614,800
Federal - Operating Subsidies & Grants 20,587,600 - - 2,509,300 - - - 23,096,900 - - - - - - - - - - 23,096,900
Federal - Section 8 Admin Fee Subsidy - 2,297,900 - - - - 2,297,900 627,100 - - - - - - - - - 2,925,000
Federal- Section 8 HAP Subsidy -1 1304500 45,868,500 - - - - 47,173,000 4,981,400 - - - - - - - - - 52,154,400
Federal - Capital Grants - - - 19,534,000 - - - 19,534,000 - - - - 300,000 - - - - - 19,834,000
City Contribution 450,000 - 152,200 - - - - 602,200 - - - - - - - - - 602,200
Interest Income 211,800 16,000 - - - - - 227,800 - - 35,000 - - - - 10,000 - 355,700
Central Office Fee Revenue - - - - - - - - - - - - - - - - (8,284,700) -
Other Revenues, Fees, & Grants 808,900 456,100 - - 352,900 - - 1,617,900 - 65,000 - 1,701,000 - 18,200 - - - 3,429,500
Total Sources| 43,673,100 4,074,500 46,020,700 22,043,300 352,900 - - | 116,164,500 65,000 35,000 1,701,000 300,000 18,200 - 10,000  (8,284,700) 124,012,500
Uses
Property Management and Program Admin. 8,242,000 3,093,200 - 10,000 124,100 22,800 132,500 11,624,600 460,000 1,506,700 - - - - 18,200 - - - 13,609,500
Administration - - - - - - - - - - - - - 7,752,700 - - 31,500 - 7,784,200
Fees to COCC 5,611,900 1,012,100 - 1,499,300 - - - 8,123,300 161,400 - - - - - - - - (8,284,700), -
Tenant Services 840,400 - - - 42,000 278,400 15,800 1,176,600 - - - - - - - - - - 1,176,600
8,351,400 - - - 138,400 - - 8,489,800 - - - - - 146,000 - - - - 8,635,800
Maintenance 14,335,400 - - 1,000,000 114,700 - - 15,450,100 - - - - - 187,700 - - - - 15,637,800
Protective Services 2,460,000 - - - 7,800 - - 2,467,800 - - - - - 63,500 - - - - 2,531,300
Insurance & Casualty Loss 1,801,600 67,900 - - 17,600 - - 1,887,100 10,500 - - - - 149,300 - - - - 2,046,900
Other General 2,317,900 - - - - - - 2,317,900 - - - - - 17,400 - - 500,000 - 2,835,300
Debt Service 2,444,900 - - - - - - 2,444,900 - - - - - - - - - - 2,444,900
Housing Assistance Payments (HAP) - - 41,156,400 - - - - 41,156,400 5,644,400 - - - - - - - - - 46,800,800
Capital Improvements & Equi 407,500 - - 19,540,000 73,000 - - 20,020,500 - - - 1,701,000 300,000 51,600 - - - - 22,073,100
Total Uses| 46,813,000 4,173,200 41,156,400 22,049,300 517,600 301,200 148,300 | 115,159,000 | 6,276,300 1,506,700 - 1,701,000 300,000 8,368,200 18,200 = 531,500  (8,284,700) 125,576,200
Net Ordinary Sources/(Uses) (3,139,900) (98,700) 4,864,300 (6,000) (164,700) (301,200) (148,300) 1,005,500 (667,800)  (1,441,700) 35,000 - - 26,800 - - (521,500) - (1,563,700)
Software and Computer Infrastructure 648,300 399,200 - - - - - 1,047,500 61,700 - - - - 540,800 - - - - 1,650,000
Net Operating Sources/(Uses) (3,788,200)  (497,900) 4,864,300 (6,000  (164,700)  (301,200)  (148,300) (42,000)]  (729,500) (1,441,700) 35,000 - - (514,000) - - (521,500) - (3,213,700)
. ) 4 5 6 Z
Transfer in/(Out) for MTW Single Fund 3,264,200 456,900  (4,864,300) - 164,700 301,200 148,300 (529,000), 529,000 - - - - - - - - - -
Transfer in/(Out) for GL Insurance 3 324,000 2 41,000 - 6,000 - - - 371,000 6,400 - (452,000) - - 74,600 - - - - -
Transfer in/(Out) for Collection Losses 200,000 - - - - - - 200,000 - - - - - (200,000) - - - - -
Transfer in/(Out) for Working Capital - - - - - - - - - 156,700 - - - (156,700) - - - - -
Net Operating Sources/(Uses) after Transfers - - - - - - - - (194,100)  (1,285,000) (417,000) - - (796,100) - - (521,500) - (3,213,700)
Board Approved Carryover Contributions
Working Capital Carryforward - - - - - - - - - 1,285,000 - - - - - - - - 1,285,000
Total Carryover Contributions! - - - - - - - 1,285,000 - - - - - - - - 1,285,000
Total Net Sources/(Uses) - - - - - - - - (194,100) - (417,000) - - (796,100) - - (521,500) - (1,928,700)
Projected Reserves" as of Dec. 2018 12,279,000 858,000 - - - - - 13,137,000 | 1,793,200 1,285,000 3,499,000 - - 4,845,000 - 219,000 1,532,500 - 26,310,700
Budgeted Changes in Reserves - - - - - - - - (194,100)  (1,285,000)  (417,000) - - (796,100) - - (521,500) - (3,213,700)
Budgeted Reserves' as of Dec. 2019 12,279,000 858,000 = = - - - 13,137,000 1,599,100 - 3,082,000 - = 4,048,900 - 219,000 1,011,000 - 23,097,000

* Reserves are defined as Unrestricted Net Position
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AcCronyms

Adm. or Admin = Administration

CMHWOC = Cora McCorvey Health & Wellness Center
COCC = Central Office Cost Center

Dec. = December

Exp = Expense

FHF = Family Housing Fund

FUP = Family Unification Program

GL = General Liability

HAP = Housing Assistance Payment

HCV = Housing Choice Voucher

HVAC = Heating, Ventilation, and Air Conditioning
HUD = Department of Housing and Urban Development
J-PAL = J-Poverty Action Lab Grant

MHOP = Metropolitan Housing Opportunities Program
MHRC = Minneapolis Highrise Representative Council
MPHA = Minneapolis Public Housing Authority

MTW = Moving To Work

N/A = Not applicable

Ops = Public Housing Operations

QMP = Quality Maintenance Program

RAD = Rental Assistance Demonstration Program

RCC = RAD Conversion Commitment

SS = Scattered Sites

TBD = To be determined

TPV = Tenant Protection Voucher

VASH = Veteran Affairs Supportive Housing

VOA = Volunteers of America
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