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Summary

August 31, 2011

NEW FUNDING REALITIES IMPOSE SIGNIFICANT CHANGES

INTRODUCTION

The 2012 SHA Proposed Budget totals expenses of $185.5 million, with the Operating Budget (including
service grants) at $71.1 million, the Housing Assistance Payments at $81.5 million, and the Capital Budget
at $32.9 million.

In order to balance the 2012 Proposed Budget, we had to reduce approximately $10 million in expenses
below our projected costs across all programs for continuing existing services at current levels. We have
received some new non-MTW revenues for special purpose vouchers and for community service grants.
These funds increase both revenues and expenses for the dedicated purposes of the funds. We also expect to
bring new MTW public housing revenues to the Senior Housing program. Aside from these new changes, we
expect all of our existing MTW federal revenues to decline in 2012. In total, the proposed budget is a
reduction of 7.9 percent below the 2011 Budget, but a reduction of nearly 13.0 percent below the cost of
maintaining current services.

The constraints of our funding require that we reduce 52 regular full-time positions across the agency. These
reductions will require that we lay-off an estimated 35 current staff; the remaining 17 regular positions being
eliminated are vacant. In addition to regular full-time positions that are proposed to be eliminated, 7 regular
full-time positions are proposed for a reduction of hours, ranging from 25 to 50 percent time; most of these
positions are filled.

The 2012 budget initiates SHA’s response to the funding constraints first encountered in 2011 and likely to
continue into the foreseeable future. Both local and federal revenues are shrinking as the economy
languishes and the federal government deals with its own budgetary problems. In the 2012 budget, we
address a large funding shortfall and begin to address the significant operational changes needed for a future
of flat or declining revenue. We continue to serve at least the same number of households and remain
committed to the goals of the 2011-2015 Strategic Plan. We have accomplished this by finding new ways to
operate more economically and by accepting some reductions in service levels that are not intrinsic to our

2012 SHA ProposeAnnual Budget- Summary Pagel



mission. This summary budget presents highlights of plans for the year ahead and presents a comparison of
the 2011 and 2012 budgets, detailing changes between them.

Responding in 2012 to Strategic Directions

1. Expand housing opportunities for low-income residents across Seattle by maintaining and expanding
the supply of low-income housing.
B Maintain and improve existing housing stock for the long-term:

V  Complete the building envelope rehabilitation and window replacement in two Seattle Senior
Housing Program (SSHP) Buildings — Blakeley Manor and Bitter Lake Manor.

V Implement Low Income Public housing subsidy in the Seattle Senior Housing Program. Prepare
for the long term redevelopment and rehabilitation of the portfolio using additional block grant
funding.

V  Plan for and begin work on elevator rehabilitation/replacement in senior housing buildings.

V  Select a replacement system for steam heat at Jefferson Terrace, secure a contractor, and begin
replacement work.

V  Assess candidate properties for a second round of disposition and repositioning of the scattered
site portfolio.

B Refine and extend the Preventive Maintenance program to each property to extend the life of assets
and preserve valuable warranties. Complete redevelopments at High Point, Rainier Vista, New Holly
and Lake City:

V  Complete construction and lease-up of the rental housing at Rainier Vista Northeast, thereby
completing Rainier Vista rental housing plans.

V  Continue the sale of lots to private firms to develop for-sale homes and/or mixed use
developments at Rainier Vista, High Point, New Holly, and Lake City.

B Move forward with Yesler Terrace planning and redevelopment:

V' Master planning - complete entitlement process; develop the preliminary plat; enter into
partnership with one or more major private development partners; seek private utility entities to
carry-out the district energy and water re-use programs.

V' Begin to rehabilitate the steam plant into a community facility and learning center.

V' Focus on the 12" and Yesler site to begin redevelopment, either under a successful $23 million
Choice Neighborhoods grant or under a reduced scope to complete schematic design and seek
funding for one affordable housing building on the 12" and Yesler site.

V  Plan for and seek partners to enhance education, training, and job opportunities for current and
future residents of Yesler Terrace.

B Work with partners on opportunities to develop new low-income and work force housing
V  Explore options for Holly Court replacement housing.

V  Provide up to 70 project-based vouchers to nonprofits undertaking development of new low
income housing units with Housing Levy funds.
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2. Expand housing access and choice for low-income residents across Seattle.

B Pursue opportunities for new Housing Choice Vouchers:

Vv

Add over 830 new vouchers awarded in late 2011 through early 2012: 100 Family Unification
Program, 37 additional Veteran Assistance (VASH) and up to 697 Tenant Protection vouchers -
to expand housing opportunities for qualified low income participants.

B Expand access and choice across Seattle neighborhoods for voucher participants:

Vv

Vv

Vv

Increase the number of “Ready to Rent” classes teaching rental preparedness, rental search tips,
and tenant rights and responsibilities.

Recruit and retain landlords, especially in neighborhoods with positive amenities but few or no
landlord participants.

Continue to research mobility efforts nationally and implement the most promising ideas to
effectively enhance housing and neighborhood choice for voucher participants.

3. Assist housing participants to access education and employment opportunities.

B Improve access to educational opportunity for youth from pre-school through college:

\Y,

Build on progress to date to create a pathway of support and opportunity from elementary
(Bailey Gatzert) to middle (Washington) to high school (Garfield) to college for Yesler Terrace
youth.

Help resident and participant families to access programs and resources funded through the City
of Seattle’s Family and Education levy resources and the Seattle School District.

Make direct outreach to residents and participants with children in middle and high school
about opportunity to enroll in the College Bound Scholarship Program, the HARRG Scholarship
opportunity, and like programs.

Continue to work with partners to support SHA housed youth to be successful academically
through youth tutoring, computer labs, and access to educational information and support.

B Increase financial security and optimal self-sufficiency for all housing residents and participants:

\Y

\Y

\Y,

Expand contacts in the work development community to inform voucher participants of job
fairs, job training opportunities, and career development services.

Continue to develop partnerships with public and non-profit agencies providing financial
benefits and services, including Social Security, DSHS, and organizations offering credit
counseling and financial literacy classes.

Work toward developing a new financial matching program to support savings opportunities to
residents working toward moving from subsidized housing.

B Develop a single economic opportunity program for adult housing participants and residents:

V

\Y,

The reorganization of Community Services is being implemented in 2011 and is aimed at
providing more efficient and dynamic services to residents and program participants.

Take advantage of the co-location of SHA program staff across departments in 2012 to further
identify efficient ways to improve the reach and streamline services supporting self-sufficiency
for voucher participants.
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Vv

Increase access by tenants to economic opportunity programs by locating all direct service staff
in SHA communities.

4. Provide additional services and increase the stock of housing for low-income seniors.

W Identify and implement programs to create a continuum of care for residents aging in place:

Vv

Complete and adopt policies and procedures based on “best practices” for supporting
independent living for seniors in low income housing.

B Engage partners who can bring additional subsidy to develop new senior housing:

Vv

Vv

Continue to pursue a development partnership to make an application for HUD 202 elderly
housing.

Start the two year redevelopment and rehabilitation of Leschi House with tax credit equity and
bond financing. This project will rehab a senior building with 34 units and add a new wing with
35 units.

5. Partner with others to create healthy, welcoming and supportive living environments in Seattle

Housing Authority communities.

W Help neighbors in and around Seattle Housing communities work together to promote safe and vibrant

communities:

\Y,

Reorganize Community Police Teams to provide more efficient and flexible service on a
geographic rather than a property basis and work with communities and the Seattle Police
Department to make this change successful.

Maintain a consistent policy of swift response to address emerging community concerns before
major issues or incidents arise.

Continue to work with the Parks Department and educational and community agencies to
support constructive youth program activities during the summer months.

B Manage properties to enhance and promote residents efforts toward healthy living:

\Y,

If the Board of Commissioners adopts a policy of tobacco free housing for SHA-owned
residential buildings, implement the new policy throughout SHA facilities and support residents
smoking cessation efforts.

Continue to promote and expand SHA’s solid waste recycling programs begun in 2010, with
education on the benefits and methods for recycling and diversion of organic materials from the
waste stream.

Partner with Full Life Care to expand mental health case management services to residents at the
Seattle Housing Authority high rise communities.
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Management Strategies Necessary for Success

1. Manage the Seattle Housing Authority as effectively as possible to meet the agency’s mission.

B Manage assets and operations to maximize value and longevity of real estate and housing and ensure

operations are cost effective.

Vv

Continue implementing changes to reduce vacate costs and turn-around time. Reinforce
responsibility of property managers to define the scope of work on turn-overs and establish a
standard reduction in per unit turn-over costs to achieve an average of $3,000.

Achieve utility cost savings through better data collection on resident consumption and
educating residents on conservation methods, and through maximizing utility programs to
install efficiency and conservation equipment in units.

Reduce landscaping costs by modifying service schedules to better align with seasonal needs --
reducing off-peak service, while maintaining peak season service at the LIPH high rises and
SSHP buildings.

Consolidate office buildings to improve operational effectiveness and to lower estimated future
operating costs over a 10-year planning period.

Complete review of property management organizational structure and recommend changes to
improve both efficiency and effective service.

Evaluate the reorganization of the Compliance function within housing Operations and
recommend any changes to ensure a cost efficient and compliance effective program.

Continue to maximize the efficiency, seamlessness, and consistency of program requirements
and benefits:

e In 2011 start a community process to create consistency between LIPH and HCV rent
policies by eliminating negative rent and establishing minimum rent in the HCV program,
consistent with the policy in LIPH since 2001.

e In LIPH, adopt the modification implemented in HCV to exclude income from assets valued
under $50,000 from rent calculation.

Evaluate and begin implementing electronic banking services through the Authority’s new
banking services provider to reduce costs and enhance security and service:

e Implement remote deposits for SHA transactions;

e Assess and define a program and schedule for moving to electronic rent payments for
tenants;

e Establish a stored value card program for electronic payments to HCV landlords not on
direct deposit;

e Increase use of e-payables for vendor payments.

Complete procedures and training for delegating procurement of consultant service contracting
of less than $100,000 to department personnel.

2012SHA PROPOSEDANNUAL BUDGET -- SUMMARY PAGES



V  Evaluate cost comparisons of self-insurance of unemployment expenses versus participation in
the State program.

Strengthen the Authority’s financial position and ability to respond to economic conditions:

V' Make the 2012 payment of $8.45 million against Seattle Housing Authority’s Infrastructure Note
from for-sale proceeds at High Point and Rainier Vista.

V  Continue to pay-down short-term financing obligations on three lines of credit — Operating
LOC, Real Estate LOC, and Taxable LOC.

V  Maintain the Authority’s Operating Cash Reserve at a minimum of one month of operating plus
average debt service expenditures, or approximately $13-14 million in 2012.

V  Ensure that all properties carrying debt meet stipulated debt requirements and contributions to
reserves.

Refinance bond-financed properties to help make needed capital repairs, and/or build capital
reserves, and improve cash-flow by reducing bond payments. Continue the process of maintaining
and improving agency information technology. The capital plan includes additional server storage
capacity, upgrading obsolete equipment, and upgrading to more recent versions of vender software
to maintain services. In addition, the Information Technology department is continuing the project
to upgrade to more efficient property management software that will be used agency-wide.

2. Identify and implement sustainable practices throughout the agency to minimize impact on the

environment.

Undertake an analysis of SHA’s fleet inventory and operations with the move to the new building
with the aim of reducing our fleet.

With the move to the new building, use the opportunity to implement new agency-wide efficiencies
and green practices, including reducing the maximum number of printers to the industry standard;
implementing programs to recycle and maximize diversion of waste from the waste stream.

Conduct detailed evaluations of the effectiveness of green measures at Lake City Court and Denny
Terrace in conserving resources.

3. Promote a healthy, engaged and productive workforce.

Continue implementing the agency-wide training and career development activities developed in
2010.

V  Continue efforts to implement employee career development training and succession planning.

V  Use SHA University to more effectively offer training classes to employees. SHA University is an
online training application system that will reduce time and costs for course scheduling,
registration and data input.

Utilize Housing TeleVideo Network (HTVN) webinars for employee development. HTVN is
offered by the Housing Authority Insurance Group (HAIG) and provides the housing industry
with online classes in public and affordable housing.

V  Develop safety and wellness programs that will reduce work-related injuries and illnesses by
increasing awareness via training programs and communication media.
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Carry out updated On-boarding and New Employee Orientation Training Processes that reflect
unique job responsibilities and requirements.

With the recent Congressional agreements on the debt ceiling, we believe we are very likely to see continuing
decreases in our HUD revenues over at least the next five years, and that these revenues (which make up
about 75 percent of our funding) are likely to be flat after that. As we adjust to the new funding environment
we will be looking to change how we do business in significant ways. We will be forced to operate in a more
austere manner. We will continue our commitment to the established directions in our 2011-2015 Strategic
Plan, but we will have to move forward more slowly. Our long term goal remains -- to serve at least the same
number of households we are currently serving. This will require significant adjustments and tradeoffs. And,
we will rely on the talents and creativity of SHA’s staff to design new business models and new ways of doing
business.

The next sections provide information on the proposed budget revenues and expenses for our operations and
capital programs for 2012.

CONSOLIDATED BUDGET

The following summary presents the proposed operating and capital budgets for Calendar Year (CY) 2012 in
comparison to 2011 for all housing programs and business activities. It also describes changes in staffing
levels from the CY 2011 budget to CY 2012.

CY 2012 Proposed Budget
CY 2011 CY 2012 Percent
Budget Proposed Change
Budget

Program Operations and
Administrative Expenses $70,720,000 $70,090,000 (0.9%)
Housing Assistance Payments (HAPS) 75,660,000 81,480,000 7.7%
Grant-Funded Expenses 860,000 984,000 14.4%
Capital & Non-Routine Expenses 54,220,000 32,900,000 (39.3%)
Total $201,460,000 $185,454,000 (7.9%)

Notes: Expenses budgets are rounded to the nearest $10,000

A The proposed CY 2012 combined operating and capital budget totals $185.5 million and is 7.9 percent
less than the 2011 budget. This year-to-year reduction is the net result of a small decrease in operations,
increases in HAPS and grant expenses, and lower capital and non-routine expenditures in 2012.

A Program Operations and Administrative Expenses decreased by 0.9 percent from 2011 to the proposed
2012 budget. This is the composite result of a number of decreases in programs and services and areas of
cost increases. On the decrease side, there is a net of 55.5 fewer full time equivalent positions (regular
positions, temporary positions) agency-wide proposed in 2012 than in 2011; and, there were significant
reductions in discretionary operating expenses. Factors adding to costs in 2012 include increases for
employee wages and benefits; budgets set aside for early retirements and for unemployment
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compensation for staff lay-offs; an initial year of increased office rent due to the consolidation of the
Porch Light and Central office buildings; a continuation of climbing administrative fees we must pay
other housing authorities for voucher holders who port-out to other communities; increased costs for
utilities and IT software.

A Housing Assistance Payments (HAP) increases from the 2011 budget to the 2012 proposed budget
involve several factors. In the latter part of 2011, 100 Family Unification Program vouchers and 37
Veterans Affairs Supportive Housing vouchers were awarded. SHA also expects to receive more than 690
tenant protection vouchers in 2011 and 2012. Cuts to safety net programs have reduced the incomes of a
large population of voucher holders, increasing SHA’s portion of the rent contribution. The ongoing
effects from the 2011 Voucher Payment Standard (VPS) increase are responsible for a significant portion
of the HAP increase in 2012.

However, some of the anticipated increase will be offset by a drop in voucher utilization as SHA
continues to keep its wait list closed. Up to150 households in the Seattle Senior Housing Program that
utilized vouchers in 2011 will no longer require HCV subsidy in 2012, as most Senior Housing will
receive public housing funding. Despite an anticipated drop in MTW voucher utilization to an average
of 97percent, more households will be served by the overall Section 8 program than in years past due to
the anticipated award of more than 830 the new special purpose vouchers noted above. The non-MTW
HAPS increase with the new vouchers by $3.4 million in 2012 over 2011.

A Grant Funded Expenses: Grants for Community and Supportive Services have increased from a budget
of $860,000 in 2011 to $984,000 in 2012. Community and supportive funds from the Lake City Court
HOPE VI funds will be used for a full year in 2012. Additionally, a new round of ROSS grant funding
increased overall grant spending. SHA applied for Family Self Sufficiency Funding for two coordinators
that were cut in 2010. If awarded, this would restore these two positions and increase the service level in
the FSS program. The increase in grant funding will be minimally offset due to the Smoking Cessation
and Work Force Development grants coming to an end. Sound Families grant spending will decrease as
funding is shifted to external reserves, maintaining service levels according to the original plan.

A Capital & Non-Routine Expenses decreased considerably from 2011 to 2012. The decrease in capital
activities results from completion of or substantial progress during 2011 on redevelopment work at
Rainier Vista and Lake City Court. Major rehabilitation work on building systems and common areas at
Denny Terrace was completed in 2011, as was the Respite Care Program facilities at Jefferson Terrace.

The 2012 spending reflects ongoing capital work -- Bitter Lake Manor and Blakeley Manor building
envelope projects and the Steam Plant redevelopment at Yesler Terrace; and, new capital undertakings --
Leschi House rehab and redevelopment; Wedgewood Estates asset preservation investments; planning
for Phinney Terrace water intrusion project; planning and initiation of elevator rehabilitation in senior
housing buildings; consultant assessments for Brownfield work at three communities; renovation of the
steam plant at Yesler Terrace into a community learning center; and, replacement of the steam heating
system at Jefferson Terrace. The 2012 proposed budget also includes management improvements
through technology applications and equipment. See a full project listing in Attachment 1.
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Staffing Levels

Full-time equivalent (FTE') positions decrease by a net of 55.5 FTEs in 2012, to a proposed total of 536.1
FTEs. The net decrease of 55.5 FTEs results from the addition of 8.6 positions and the elimination 51.3
regular FTE positions and the reduction of 12.8 temporary positions proposed for 2012. As a result of the
proposed change, we expect approximately 35

re-
ing

2012

Court
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