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SUBJECT:	Preliminary 2017 HRA Budget


Budget Overview 

Staff is recommending the HRA Board approval of the 2017 preliminary operating budget of $9,085,179. This budget shows an increase of $888,977, or 10% from 2016.  This increase is primarily due to anticipated funding for neighborhood home improvement loan programs from the Strategic Initiatives funding from the City Council and increases in the levy amount.  The HRA will match the City’s contribution to the neighborhood loan program ($400,000).  

The amount of the HRA levy authority to be requested will increase from $1,924,489 to $2,120,835.  This increase is due to an increase in property market values and part of the Mall of America’s TIF districts de-certifying.  This is the maximum levy amount, set by the cap of .0185%.  The median value home will experience a minimal tax decrease from $2.73 per month to $2.72.  As shown in Fund H210, a majority of the levy is being used to support future redevelopment activities, including Penn and American Phase III.

Additional changes to the budget are summarized below:

· Information System Charges (Maintenance) – 3% increase ($2,023)
· Information System Charges (Replacement) – less than 7% decrease (-$1,178)
· Possible addition of Part-Time Staff to add rehab loan capacity -  salary & benefit increase ($55,318)
· Salaries – increase of 4% ($31,527) – (two new staff early in steps of pay grades) 
· Benefits – 7% increase ($147,423)


The narrative below details the 2016 HRA Budget by fund.  The budget spreadsheet is attached for review.  

   




Fund H101 – General Administration

This fund is for the general operations of the HRA, including HRA commissioner activities, budgeting and other administrative functions unrelated to specific programs.   Administration includes the HRA’s annual payment of $5,000 to HousingLink to support their services.

Fund H210 – Development

This fund consists of general development activities, incluidng redevelopment and homeownership related programs.  As noted above, excess funds will be going to land acquisition to fund the HRA’s redevelopment account.  These levy dollars will be spent on activities, including the Penn and American District and future redevelopment in the City.  This fund also includes the HRA’s support of the Senior Community Services H.O.M.E. (chore services) and Home Energy Squad programs.   HRA levy funds are included in this fund to acquire and demolish blighted properties in place of Strategic Initiative funds from the City.

Also included is $300,000 in levy dollars for a model home remodeling project, if an appropriate home can be found to purchase.

Fund H211 – Vouchers

This fund deals with our Section 8 Housing Choice Voucher rent assistance program.  The HRA earns an administrative fee for each month a Voucher is actively used (leased up).  The program administrative fees are anticipated to cover administrative 2017 expenses.  However, the use of HRA levy funds may be necessary if the program is funded at a lower than anticipated level.  The HRA’s final Section 8 budget from HUD is not anticipated until after November.  

Fund H212 – Home Improvement Loans

This fund comprises two activities, Community Development Block Grant (CDBG) funded home improvement loans and Neighborhood (levy and Strategic Priorities funded home improvement loans.  The CDBG rehab budget includes grant funds, program income from loan repayments and carryover funding from the prior program year.  In 2017, it is anticipated that about 30 CDBG rehab loans will be completed. 

The Neighborhood Loan Program is anticipated to be funded in 2017 with $400,000 in HRA levy funds to match $400,000 in Strategic Initiative funds from the City.  The loans for this program may be made available city-wide and to a wider range of incomes (100% of MFI). The HRA hopes to fund at leasst 30 loans through the Neighborhood through this program in 2016.

The Curb Appeal Loan Program (CALP) is anticipated to receive $200,000 in Strategic Initiatives funding from the City.  This will result in 20 – 30 loans for exterior home improvements.  The Curb Appeal Loan Program is a new program wich began in 2016, and is targeted to a specific neighborhood in the City.

Fund H610 – Assisted Rental (formerly Public Housing)

This fund reflects the revenues and expenditures for the operation of the 20 HRA scattered site rental housing units that the HRA converted from Public Housing in 2012.  The HRA has project-based Section 8 Vouchers in these units, which has increased rental income.  This change has resulted in much better cash-flow than under the Public Housing program and the higher revenue will allow for continued capital improvements on deferred items.  This fund balance may also serve as a source for capital improvements to the Rental Homes for Future Homebuyers program units. 

 Fund H611 – Rental Homes for Future Homebuyers
[bookmark: _GoBack]This fund covers the operation of the HRA’s 21 single-family homes under the Rental Homes for Future Homebuyers Program.  This activity is supported by rents collected from tenants.  A portion of the rent for each renter is escrowed and held by the HRA each month, for up to five years.  The escrow is used to assist the household in purchasing a home.  The 2016 budget anticipates that rents and other revenues may be sufficient to support management and maintenance of these units.  If not, levy funds or fund balance from Assisted Rental may be necessary to support operations.  
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