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FROM: | Sal Gonzalez, Housing Dire
Housing Department

SUBJECT: Low Rent Public Housing Budget for Fiscal Year 2008
RECOMMENDATION

That the Board of Commissioners of the Housing Authority of the City of Oxnard adopt a resolution
approving and adopting the recommended $5,360,365 operating budget for the Low Rent Public
Housing program (“LRPH”) for fiscal year 2008, as presented by project.

DISCUSSION

As outlined during the study session presented on March 7, 2006, the Public Housing program is facing
many regulatory program changes. New Department of Housing and Urban Development (“HUD™)
regulations, known as the Final Rule, apply to all Public Housing Authorities (“PHAs™) that own and
operate 250 or more dwelling rental units. The rule requires PHAS to run their projects from the asset
management perspective: managing the public housing stock from a performance standpoint and
making decisions based on certain performance measures. Overall, the goal is to run each project
separately as though it were a private-market apartment complex. Project-based accounting and
management are components to this asset management philosophy and apply to the daily operations of
the projects. This requires each project to have its own operating budget. Historically, the budget has
been presented for the program as a whole, so for comparison purposes, the FY 2008 budget is
presented as an overall budget and individual project budgets. The project-based accounting, budgeting
and management functions of asset management are required for the fiscal year beginning July 1, 2007.

Included in the philosophy of project-based management and accounting is a concept termed “fee-for-
service.” Under this arrangement, for certain specialized services where providing dedicated staff to
each project is not practical, a centralized service can be available to the projects, charged only as they
are used. Certain tasks currently provided within the Housing Authority by existing staff are
anticipated to be provided on a fee-for-service basis (i.e. higher level carpentry, electrical, plumbing,
etc.). The fee-for-service concept also applies to certain administrative services. Costs that have been
typicaily allocated via an indirect cost allocation plan can no longer be charged to the project unless the
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service was provided to a specific project, the project derived a direct benefit, and the cost is deemed
reasonable in the open market. All administrative costs, including indirect costs, must be recovered
through a management fee structure as prescribed by HUD. The fees will be established by HUD and
all administrative operations must be funded through and supported by those fees. Administration will
be budgeted and accounted for as a separate entity from the projects and be known as the Central Office
Cost Center (“COCC™).

This recommended budget pertains exclusively to the 780 units of LRPH owned and operated by the
City of Oxnard Housing Authority (“OHA™). The recommended operating budget for all projects and
the COCC of $5,360,365 for the Authority’s LRPH program for the upcoming year constitutes an
increase of $716,691 over the revised current year adopted budget. The operating budget, if adopted as
recommended, will be a balanced budget.

The process of developing the fiscal year 2008 budget was difficult because of the necessary changes to
comply with the requirement for project based budgets. In fiscal year 2008, staff projected that overall
rental income will increase by $259,380 over last year’s rent projection. Staff has worked extremely
hard in the current fiscal year to maximize tenant rent through rent ranging and placing tenants in
properly sized units. Operating subsidy for each year is appropriated on a calendar year basis. HUD
has stated that subsidy for 2007 will be prorated to 82% of eligibility, but the funding level for calendar
year 2008 is still unknown. Under the new formula for calculating subsidy, the OHA is eligible to
receive $1,131,080 for all units, so it has been projected that the overall subsidy funding will be 80% of
the total eligibility for the year. This amounts to $904,866, which represents a $317,100 increase over
the previous years budgeted subsidy.

On the expense side, several of the line items have changed in budget amount over the prior year due to
the change in the method of accounting under asset management. In administrative salary expense,
many staff that were previously categorized under other salary line items are now considered
administrative (i.e. The maintenance superintendent is no longer under maintenance salaries, but rather
administrative salaries. Only maintenance workers performing work in the units will now be included
under maintenance salaries.).

Under Tenant Services, the Tenant Service Salary and Benefits line items have increased due to the
inclusion of the Family Self-Sufficiency coordinator being budgeted under the Public Housing
program. It was previously funded by a grant, but it is unknown at this time if the new grant
application will be successful in the upcoming year. The full year salary and benefits, therefore, are
included here. Also, added this year, is the Tenant Beautification line item. This program rewards
tenants for improving the appearance of their yards through a contest. This program, when
implemented in the past, has been very successful in improving the overall appearance of the
neighborhoods. It had been defunded in recent years due to lack of funding.

Overall Materials Expense has decreased by approximately $16,000 due to one time funding of $10,000

for tree trimming in the prior year. Additionally, some small reductions have been made due to
historical underspending.
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Total Contract Expense is down primarily due to the accounting for fee-for-service work. Vacancy
turnover work (a fee-for-service) is accounted for as an expense of the project, but simultaneously as a
revenue of the COCC, therefore cancelling each other out when combined. The same income and
expense applies to the line item for Painting contract and specialized maintenance under the “Fee-for
Service maintenance” line items.

Under general expenses, workers compensation is slightly down due to an anticipated decrease in rates;
and insurance being slightly increased due to the change in the method of attributing costs between
programs.

A new category of expense is included in the recommended budget this year. It is considered
Extraordinary Repairs for certain deferred maintenance items that can now be addressed due to
increased operating subsidy funding. The anticipated projects include driveway repairs for safety
hazards at the 31-1 project (Colonia Village); replacement of irreparable refrigerators and stoves at the
31-1 project (Colonia Village); exterior painting for 31-2 (Felicia Court), 31-4 (Pleasant Valley
Village) and the remaining unpainted sites at 31-7 (Scattered sites): standing water issues at 31-2
(Felicia Court); addition of a playground serving 31-2 (Felicia Court) and 31-3 (Colonia Road); park
improvements at 31-4 (Pleasant Valley Village); quarterly cleaning of administration buildings and
community centers; parking lot preventative maintenance at 435 S. D Street; and grounds
improvements such as tree trimming, sidewalk repairs and lighting at 31-8 (Paim Vista Senior high
rise). These items will be implemented provided funding is received at the anticipated level. Should
funding come in lower than anticipated, these projects will be reevaluated based upon necessity and
funding availability.

An additional new area in the budget is for some costs previously recorded as part of the Capital Fund
Program. Historically, administrative costs such as the staff for the administration of the grant, agency-
wide software needs, training for administrative staff and agency-wide computer hardware have been
cligible expenses of the Capital Fund. Under the project based philosophy, these costs must be paid for
through the management fees received by the COCC. The COCC will receive a flat 10% of the grant to
attribute toward some of these costs, however, that amount will not cover all of these costs. Itis
therefore, required to be budgeted for with the rest of COCC costs in the Public Housing budget. Thus,
the last section of the budget is for these items. The anticipated 10% income to the COCC and the
administrative expenses are both included. There has been much discussion throughout the industry
and Congress about relieving this restriction on the Capital Fund, however, as of the report date, no
such relief has been implemented. Staf¥, therefore, is incorporating these costs into the recommended
budget. Should, at a later time, this requirement be lifted, that funding will become available for other
uses or addition to operating reserves.

The fiscal year 2008 budget will be the first year of implementing the new project based accounting
requirements. Staff will be working on several facets of the new system throughout the year. During
this first year of implementation, the COCC does not have to breakeven on its HUD prescribed fees. In
all future years, however, it will. Therefore, staff will be closely monitoring expenses of the COCC
and looking for ways to achieve at least a breakeven budget for the COCC going forward.
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FINANCIAL IMPACT
As of January 31, 2006, the Authority’s LRPH operating reserve has a balance of $889,679. The fiscal

year 2008 budget will not likely require a reduction of the reserves.

Attachment  #1 - Housing Authority Resolution
#2 — HUD Form 52574 Operating Budget Resolution
#3 - Budget document
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HOUSING AUTHORITY OF THE CITY OF OXNARD
RESOLUTION NO.

RESOLUTION APPROVING AND ADOPTING THE LOW RENT PUBLIC HOUSING
PROGRAM OPERATING BUDGET FOR FISCAL YEAR 2008

WHEREAS, the Housing Authority of the City of Oxnard (Authority) has prepared Low
Rent Public Housing Program Operating Budgets totaling $5.360,365 for the fiscat year 2008;
and

WHEREAS, the budgeted expenditures are necessary for the efficient and economical
operation of the Authority for the purpose of serving low-income families; and

WHEREAS, the budget for the fiscal year 2008 indicates a source of funding adequate to
cover all proposed expenditures; and

WHEREAS, the budgeted rental charges and expenditures will be consistent with the
provisions of law and the Annual Contribution Contract; and

WHEREAS, the United States Department of Housing and Urban Development (HUD)
requires the Authority to certify that no Authority employee is serving in a variety of positions
which will exceed a 100% allocation of his/her time.

NOW THEREFORE, the Board of Commissioners of the Housing Authority of the City
of Oxnard hereby resolves:

1. That the Low Rent Public Housing Program Operating Budgets (Operating Budget) for
the fiscal year 2008 totaling $5,360,365 available on file at the Housing Department and
incorporated in full herein by this reference is approved and adopted.

2. That no Authority employee reflected in the Operating Budget is serving in a variety of
positions which will exceed 100% allocation of his/her time.

APPROVED AND ADOPTED this 26th day of June 2007, by the following vote:
AYES:

NOES:
ABSENT;

Dr. Thomas E. Holden, Chairman

Attachment #1
Page 1 of 2
CG00S55



Fiscal Year 2008 LRPH Budget
Resolution
Page Two

ATTEST:

Daniel Martinez, Secretary Designate

¥ Vi

Garyl(Gif{i e?éval/ Counsel
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PHA Board Resolution U.S. Department of Housing OMB No. 2577-0026

Approving Operating Budget and Urban Development {exp. 10/31/2009)
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, inciuding 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 infarmation, and you are not required to
complete this form, unless it dispfays a currentiy valid OMB control number.

This infgrmation is required by Section &(c)(4) of the U.8. Housing Aci 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 te 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
presciibed by HUD, Responses are required to obtain benefits. This information does niot lend itself to confidentiafity.

PHA Name: Oxnard Housing Authority PHA Code: CA031

PHA Fiscal Year Beginning: 07/01/07 Board Resolution Number:

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:

OJ Operating Budget submitted to HUD, if applicable, on:

| Operating Budget revision approved by Board resolution on:

1 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;

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

(78]

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 968.1 10(c}) and (f); and
6. 'The PHA will comply with the requirements for access to records and audits under 24 CFR 968.1 10().

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 faise claims and statements. Conviction may result in criminal and/or civil penalties. (18
U.8.C. 1001, 1010, 1012.31, U.S.C. 3729 and 3802)

Print Board Chairperson’s Name: Signature: Date:
Previous edifions are obsolete form HUD-52574 {08/2005)
06006057 Attachment #2
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