65010 - Department Of Commerce

74-Housing Division

Program Biennium Comparison

The following table compares the 2021 biennium appropriated budget and the 2023 biennium budget request by type of

expenditure and source of funding.

Program Biennium Comparison
Appropriated Requested Biennium Biennium
Budget ltem Budget 20-21 Budget 22-23 Change % Change
Personal Services 8,671,936 9,038,282 366,346 4.22 %
Operating Expenses 10,591,806 11,989,391 1,397,585 13.19%
Equipment & Intangible Assets 468,000 624,000 156,000 33.33%
Grants 420,000 0 (420,000) (100.00)%
Benefits & Claims 97,141,979 101,377,157 4,235,178 4.36 %
Debt Service 5,414 0 (5,414) (100.00)%
Total Expenditures $117,299,135 $123,028,830 $5,729,695 4.88 %
Proprietary Funds 117,299,135 123,028,830 5,729,695 4.88 %
Total Funds $117,299,135 $123,028,830 $5,729,695 4.88%
Total Ongoing $117,299,135 $123,028,830 $5,729,695 4.88%
Total OTO $0 $0 $0 0.00 %

Program Description

The Housing Division includes the U.S. Department of Housing and Urban Development (HUD) Section 8 Housing
programs and Board of Housing and its programs. Together, these programs are known as Montana Housing.

Montana Housing supports the development of affordable and vibrant communities for all Montanans. By
building affordable and vibrant communities where people want to live, the Housing Division is also creating a place people
want to visit. Strengthening our communities is at the core of Montana’s economic challenge and opportunity. To
support a growing economy, hardworking Montanans need an affordable place to live, and a vibrant Main Street
experience.

Housing Division responsibilities are mandated primarily in Title 2, Chapter 15; Title 90, Chapter 1, and Chapter 6, MCA,;
24 CFR 5, 792, 813, 887, 982, and 984; and the Governor’'s Executive Order 27-81.

Program Highlights . L
Housing Division

Major Budget Highlights

* The Housing Division 2023 biennium budget request is
approximately $5.7 million or 4.9% higher than the 2021 biennium
budget. The executive proposal includes:

o Increases in non-budgeted proprietary funds primarily due
to statewide present law adjustments for personal services,
fixed costs, inflation/deflation, and ServiceNow

o |Increases in non-budgeted proprietary funds due to a new
proposal, which adds 2.00 new FTE due to an increase in
workload in the Homeownership work unit for single family
housing and the Housing Choice Voucher (HCV) program

LFD Budget Analysis HD-1 2023 Biennium



65010

- Department Of Commerce

74-Housing Division

Program Actuals and Budget Comparison

The following table compares FY 2020 actual expenditures to the 2021 biennium appropriated budget and the
2023 biennium budget request by type of expenditure and source of funding.

Program Actuals and Budget Comparison
Actuals Approp. Approp. Request Request
Budget ltem Fiscal 2020 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023
FTE 0.00 55.33 55.33 58.33 58.33
Personal Services 4,169,894 4,344,735 4,327,201 4,512,189 4,526,093
Operating Expenses 4,414,277 5,404,313 5,187,493 6,020,532 5,968,859
Equipment & Intangible Assets 0 156,000 312,000 312,000 312,000
Grants 230,027 420,000 0 0 0
Benefits & Claims 44,805,061 47,705,100 49,436,879 50,261,722 51,115,435
Debt Service 5,414 5,414 0 0 0
Total Expenditures $53,624,673 $58,035,562 $59,263,573 $61,106,443 $61,922,387
Proprietary Funds 53,624,673 58,035,562 59,263,573 61,106,443 61,922,387
Total Funds $53,624,673 $58,035,562 $59,263,573 $61,106,443 $61,922,387
Total Ongoing $53,624,673 $58,035,562 $59,263,573 $61,106,443 $61,922,387
Total OTO $0 $0 $0 $0 $0

Program Discussion -
FY 2020 Appropriations Compared to FY 2020 Actual Expenditures

The Housing Division expended 92.4% of its HB 2 modified budget as of the end of FY 2020. Personal services were
96.0% expended, operating expenses were 81.7% expended, equipment and intangible assets were 0.0% expended,
and grants were 54.8% expended. Under expenditures were due to the following:

» Operating expenses were reduced primarily due to cancellations of trainings, conferences, meetings, and the
associated travel during the Covid-19 pandemic

+ Equipment and intangible assets moved appropriations funding for capitalized software to operating leases.
However, this part of the budget was never used in FY 2020

» Grant authority was established in May, in response to Covid-19 for a housing assistance grant program, which is
being reimbursed through Coronavirus Relief funds (CRF). Grants were awarded and disbursed in both FY 2020
and 2021

FY 2020 Appropriations Compared to FY 2021 Appropriations

There are differences between FY 2020 and FY 2021 appropriations primarily in operating expenses, equipment and
intangible assets, grants, and benefits and claims. These differences are attributed to the following:

» Benefits and claims were increased to accommodate rising rent and lease agreements for the federally funded
Section 8 program

* A housing assistance grant program was established with existing resources in response to the Covid-19
pandemic. Grants were awarded and disbursed at the end of FY 2020 and in FY 2021. However, the division is
being reimbursed for this program though the CRF

» Operating expenses decreased due to 100% of the biennial appropriations being allocated in FY 2020 and a
revision in FY 2020 in the operating expenses plans that reallocates the unused budget from equipment and
intangible assets into the Housing Division

» Equipment and intangible assets budget moved half of their budgeted amount to operating expenses to more
accurately account for capitalized software expenditures
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Executive Request

The Housing Division budget is requesting an increase in proprietary fund appropriations from the FY 2021 base of
approximately $1.8 million in FY 2022 and $2.7 million in FY 2023. This proposed increase is primarily due to increases in
statewide present law adjustments for personal services and operating costs as well as new proposals for increased FTE.

Funding

The following table shows proposed program funding by source of authority.

Department of Commerce, 74-Housing Division
Funding by Source of Authority
HB2 HB2 Non-Budgeted Statutory Total % Total
Funds Ongoing OTO Proprietary ~ Appropriation  All Sources All Funds
General Fund 0 0 0 0 0 0.00 %
State Special Total $0 $0 $0 $0 $0 0.00 %)
03180 CARES Submittable SW 0 0 0 0 0 0.00 %
03233 CARES ACT Housing Grants 0 0 0 0 0 0.00 %
Federal Special Total $0 $0 $0 $0 $0 0.00 %)
06030 BOH Financial Program Fund 0 0 6,781,661 0 6,781,661 5.51%
06031 Housing Trust Fund 0 0 20,000 0 20,000 0.02 %
06032 Mortgage Loan Servicing 0 0 4,196,673 0 4,196,673 3.41%
06074 SEC 8 Project Based 0 0 52,496,583 0 52,496,583 42.67 %
06075 Section 8 Vouchers 0 0 54,317,226 0 54,317,226 4415 %
06078 Housing Montana Fund 0 0 20,000 0 20,000 0.02 %
06079 Revolving Loan Fund - TANF 0 0 20,000 0 20,000 0.02 %
06085 Section 8 Mod Rehab 0 0 5,176,687 0 5,176,687 4.21%
Proprietary Total $0 $0 $123,028,830 $0 $123,028,830 100.00 %)
Total All Funds $0 $0 $123,028,830 $0 $123,028,830

Non-Budgeted Proprietary Funding

The Housing Division is funded entirely by proprietary funds. These funds are discussed in the Proprietary Rates section of
the narrative.

Program Budget Summary by Category

The following table summarizes the total budget by base, present law adjustments, and new proposals. For a description
of these categories, please see the glossary.

Budget Summary by Category
General Fund Total Funds:
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget ltem Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget
2021 Base Budget 0 0 0 0.00% 59,263,573 59,263,573 118,527,146 96.34 %
SWPL Adjustments 0 0 0 0.00 % 190,964 71,806 262,770 0.21%
PL Adjustments 0 0 0 0.00 % 1,380,098 2,311,216 3,691,314 3.00 %
New Proposals 0 0 0 0.00 % 271,808 275,792 547,600 0.45%
Total Budget $0 $0 $0 $61,106,443 $61,922,387 $123,028,830

Present Law Adjustments
The "Present Law" Adjustments table shows the changes from the base appropriation to the proposed budget. "Statewide

Present Law" adjustments (DP 1, DP 2, DP 3) are standard categories of adjustments made to all agencies. Decisions on
these items were applied globally to all agencies.
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Present Law Adjustments
Fiscal 2022 Fiscal 2023
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 1 - Personal Services
0.00 0 0 0 (12,741) 0.00 0 0 0 (1,489)
DP 2 - Fixed Costs
0.00 0 0 0 205,344 0.00 0 0 0 74,324
DP 3 - Inflation Deflation
0.00 0 0 0 (1,639) 0.00 0 0 0 (1,029)
DP 4 - ServiceNow
0.00 0 0 0 (10,975) 0.00 0 0 0 (10,975)
DP 7403 - HD ADMINISTRATIVE COSTS ADJUSTMENTS NAPROP
0.00 0 0 0 45,368 0.00 0 0 0 46,670
DP 7404 - HD SECTION 8 HOUSING ASSISTANCE ADJUSTMENTS NAPROP
0.00 0 0 0 1,345,705 0.00 0 0 0 2,275,521
Grand Total All Present Law Adjustments
0.00 $0 $0 $0 $1,571,062 0.00 $0 $0 $0 $2,383,022

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 1 - Personal Services -

The executive requests adjustments to the present law personal services budget. This request has been broken into the
following categories, and further detail is shown in the agency summary:

1. Expected Changes

2. Personal services management decisions
3. Modifications made to the personal services budget in the 2021 biennium

DP 2 - Fixed Costs -

The executive requests adjustments to provide the funding required in the proposed budget to pay increases in fixed costs
assessed by other agencies within state government for the services they provide. Examples include the following: warrant
writer, motor pool, etc. The rates charged for these services are approved in the section of the budget that provides the
services.

DP 3 - Inflation Deflation -

The executive requests adjustments to reflect budgetary changes generated from the application of inflation and deflation
factors to specific expenditure accounts. Affected accounts include food, postage, gasoline, and others.

DP 4 - ServiceNow -

The executive requests a decrease in funding because of the purchase of ServiceNow licenses and programs for the 2023
biennium. The executive is anticipating operating efficiencies and other savings by using ServiceNow.

DP 7403 - HD ADMINISTRATIVE COSTS ADJUSTMENTS NAPROP -

The executive requests an adjustment for personal services for recruitment of new operations manager, and market rate
pay adjustment for quality control specialist. The request also adjusts for indirect costs paid to the Director's Office for
support services provided to supported divisions, bureaus, and programs.
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DP 7404 - HD SECTION 8 HOUSING ASSISTANCE ADJUSTMENTS NAPROP -

The executive requests an adjustment for personal services for recruitment of new operations manager. The request also
adjusts for indirect costs paid to the Director's Office for support services provided to supported divisions, bureaus, and
programs; increases Project Based Section 8 Housing Assistance payments based on HUD's Fair Market Rents which
traditionally increase each year; increases contracted services in Tenant Based Section 8 program; and increases
administrative services for VASH Program and higher administrative fee rates paid by HUD.

New Proposals

The New Proposals table shows new changes to spending

New Proposals
Fiscal 2022 Fiscal 2023
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 7401 - BOH 1.00 COMPLIANCE SPECIALIST FTE NAPROP
1.00 0 0 0 90,687 1.00 0 0 0 91,955
DP 7402 - HD SINGLE FAMILY & TENANT BASED SECT 8 FTE NAPROP
2.00 0 0 0 181,121 2.00 0 0 0 183,837
Total 3.00 $0 $0 $0 $271,808 3.00 $0 $0 $0 $275,792

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 7401 - BOH 1.00 COMPLIANCE SPECIALIST FTE NAPROP -

In FY 2021 the Board of Housing in the Housing Division established 1.00 FTE for a multifamily compliance specialist to
address the workload increase within the Multifamily unit. An increased workload in the Multifamily Program has occurred
over the last few years. In December of 2002, Congress increased the amount of federal tax credits that State Housing
Finance Agencies could allocate in 2003. The executive is requesting to make this FTE permanent.

LFD The 1.00 FTE for a Multifamily Compliance Specialist was initially requested for the 2021 biennium. The
COMMENT Office of Budget and Program Planning approved this FTE as a modified position. This change package

requests that the FTE described above and associated operating costs become permanent for the 2023
biennium and beyond.

DP 7402 - HD SINGLE FAMILY & TENANT BASED SECT 8 FTE NAPROP -

The executive is requesting an additional 1.00 F TE for the Board of Housing due to increases in workload in the
Homeownership work unit for single family housing. In order to implement new programs, to remain compliant with
mortgage industry regulations and program requirements, and to keep up with the increase in workload created by the
higher volume of loans to Montana homebuyers, an additional 1.00 FTE is requested.

The executive is requesting an additional 1.00 F TE for the Rental Assistance Bureau (tenant-based section 8) due to
increases in workload in the Housing Choice Voucher (HCV) program. An additional 1.00 FTE is requested in order to
provide services to vulnerable populations, to accommodate for an increase in workload created by HUD’s requirements
and reporting, and to file audit reviews.
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Other Issues -
Proprietary Rates

The Housing Division has three programs that are funded through proprietary funds, which include:

* The Montana Board of Housing
» Project Based Section 8 Program
» Tenant Based Section 8 Program

Montana Board of Housing — 06030, 06031, 06032, 06078, 06079
Proprietary Program Description

The Montana Housing Act of 1975 created the Montana Board of Housing. The board is an agency of the state and
operates within the Department of Commerce for administrative purposes. The Board of Housing is primarily mandated in
Title 2, Chapter 15; and Title 90, Chapter 1, and Chapter 6, MCA. The powers of the board are vested in a seven-member
board, appointed by the Governor, subject to the confirmation of the state Senate. The board provides direction to the
agency staff for its programs that include the Homeownership Program, Multifamily Loan Program, Low Income Housing
Tax Credit Program, Housing Montana fund, and the Reverse Annuity Mortgage (RAM) Program.

The Board of Housing is funded by enterprise funds with revenues derived from an administrative charge applied to projects
and mortgages financed.

Proprietary Program Narrative

The following 2023 Biennium Report on Internal Service and Enterprise funds shows the actual and projected expenditures
and related revenues associated with the Montana Board of Housing’s proprietary funds.
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2023 Biennium Report on Internal Service and Enterprise Funds
Agency # Agency Name: Program Mame:
65010 Department of Commerce Housing Division
Fund Fund Name
06030 BOH Financial Pragram Fund
06078 Housing Montana Fund
06079 Revolving Loan Fund - TANF
06032 Mortgage Loan Senvicing
06031 Housing Trust Fund
Actual Budgeted Proposed Proposed
Fy 20 FY 21 FY 22 FY 23
Operating Revenues
Fees and Charges
Charges for Services 3,189,758 4,200.469 4,536,507 4,899,427
Investment Eamnings 25141594 23932656 26,086,695 28,173,523
Other Operating Revenue - 520,000 520,000 520,000
Total Operating Revenues 28,331,352 28653125 31143102 33,592,950
Expenses
Personal Sernvices 2,574,873 2,618,389 2,741,045 2,749,852
Cther Operating Expense 2,117,640 2,600,686 2,816,708 2743167
Expense B 21044085  23.043.112 25132676  27.394.617
Total Operating Expense 25736598  28,262187 30,690,429 32,887,636
Operating Income (Loss) 2,594 754 390938 452 673 705,314
Change in Net Position 2,584,754 390,938 452,673 705,314
Beginning Net Position - July 1 160,358,355 162,951,939 163,342,877 163,795,550
Prior Period Adjustments (1,170) - - -
Change in Net Position 2.584.754 390,938 452 673 705,314
Ending Net Position - June 30 162,951,939 163,342,877 163,795,550 164,500,864
Net Position (Fund Balance) Analysis
Restricted MNet Pos(Enterprise Fund Only) 162,951,939 163,342,877 163,795,550 164,500,564
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Expenses
The figure below shows the proposed expenditures for the Board of Housing and loan servicing.

Figure 7
Housing Division
Actual FY Appropriated FY Proposed FY Proposed FY

Program 2020 2021 2022 2023
Board of Housing

Personal Services 1,419,240 1,481,377 1,564,744 1,571,091
Operating Expenses 1,198,695 1,737,373 1,870,847 1,834,976
Grants 230,027 - - -
Debt Service 2,827 - - -
Total Expenditures $2,850,789 $ 3,218,750 $ 3,435,591 $ 3,406,067
Loan Servicing

Personal Services 1,155,633 1,137,012 1,176,240 1,178,697
Operating Expenses 684,678 863,313 939,703 902,033
Debt Service 1,413 - - -
Total Expenditures $1,841,724 $ 2,000,325 $2,115,943 $ 2,080,730

Overall, the executive is proposing an increase in personal services and operating expenses in the Board of Housing. This
includes:

+ Personal services — The Board of Housing is proposing proprietary funding for 2.00 FTE due to the increased
workload in the Homeownership work unit and the Housing Choice Voucher program

» Operating expenses — Increases in operating expenses are primarily due to the statewide present law adjustment
for fixed costs, including audit fees. Additionally, there was an increase in operating costs associated with the
added FTE as proposed in NP 7401 and NP 4702, as well as an increase in the rate charged by the Director’s
Office for support services

The Loan Servicing Program is proposing an increase in expenditures, primarily in personal services and operating
expenses. This includes:

+ Personal services — Increases are primarily due to the statewide present law adjustment
» Operating expenses — Increases are primarily due to the statewide present law adjustment for fixed costs, which
includes audit fees, as well as an increase in the rate charged by the Director’s Office for support services

Revenues

The Board of Housing’s income is derived primarily from mortgage investment income. Mortgage income is the interest
people pay on Board of Housing loans and is limited by the Internal Revenue Service as a condition of using tax-free bonds
as a financing source. Mortgage income is also controlled by the national markets, which set both mortgage rates and bond
financing rates. Investment income comes from interest earned on investing reserves the Board of Housing is required
to hold and bond and program moneys not yet used to buy mortgages and pay bondholders. Both future mortgage and
investment income depends on the interest rate environment, which is determined by the national financial markets.

Proprietary Rates

The Board of Housing recovers costs from charging application and compliance fees for the Low-Income Tax Credit
Program and from charging a spread on loan programs.
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Requested Rates for Enterprise Funds

Fee/Rate Information

Actual Budgeted Proposed Proposed

Fee Fy 20 Fy 21 Fy 22 Fy 23
Pre 1980 Single Family % spread between mortgage 1.50% 1.50% 1.50% 1.50%
Programs interest rate and bond yield. Mo

limit on investment earmnings

Post Single Family Programs % spread between mortgage 1.125% 1.125% 1.125% 1.125%
interest rate and bond yield.
Investment earnings limited to
the bond yield

Pre 1986 Multifamily % spread between the 1.50% 1.50% 1.50% 1.50%
Program mortgage interest rate and the

bond yield. Mo limit on

investment earnings

Post 1986 Multifamily % spread between the 1.50% 1.50% 1.50% 1.50%
Program mortgage interest rate and the

bond yield. Investment

eamnings limited to the bond

yield

Multifamily Reservation Fee  upto a % of the loan amount 1.00% 1.00% 1.00% 1.00%
reserved

Letter of Intent - Housing per submission

Cradits $1.500 $1.500 $1.500 $1.500
: :

Application - Housing Credits -2 °f the tax credit amount 1.00% 1.00% 1.00% 1.00%
requested

Reservation fees-Housing % of the tax credit amount 10.00% 10.00% 10.00% 10.00%

Credits reserved S S S S

Underwriting Fees - Housing . jication 53,000 53,000 53,000 53,000

Credits

Compliance fees-Housing per unit 545 545 545 545

Credit Program
Interest income on reverse  4-5% (new) 5% (old) loans

. 3-5% 3-5% 3-5% 3-5%
annuity mortgage loans
Housing Revolving Loan Fund variable rates ranging from 2% 2-6% 2-6% 2-6% 2-6%
(HRELA) to 6%
Interest on Investments STIP investment rate varies varies varies varies

The Board of Housing is funded with an enterprise fund, which is a type of proprietary fund. As such, the legislature does
not appropriate the funds or approve the rates for the program. Instead, the legislature reviews the report for the enterprise
fund and identifies concerns with the financial position of the fund.
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HUD Section 8 — Project Based Housing — 06074
Proprietary Program Description

The Project Based Section 8 Program is the U.S. Department of Housing and Urban Development contract administrator
for low-income rental properties HUD subsidizes throughout the state. The program provides rental assistance to projects
at fixed locations instead of direct assistance to tenants. Landlords perform administrative tasks at the local level. The
agency performs annual property reviews, oversees property management, and makes rent subsidy payments to owners.
The agency earns fees from HUD under a performance-based contract for the tasks performed. The Project Based program
renews rent contracts to project owners as they expire. Contract managers prepare special damage claims, annual rent
increases, respond to emergencies, check compliance for fair housing and waiting lists, on-site management reviews,
follow-up to physical inspections, review of management decisions, and provides budget assistance to local property
owners.

Proprietary Program Narrative

The following 2023 Biennium Report on Internal Service and Enterprise funds shows the actual and projected expenditures
and related revenues associated with the Project Based Section 8 Program proprietary fund.
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2023 Biennium Report on Internal Service and Enterprise Funds
Agency # Agency Mame: Program Mame:
65010 Department of Commerce Housing Division
Fund Fund Name
06074  SEC 8 Project Based
Actual Budgeted Proposed Proposed
Fy 20 Fy 21 Fy 22 Fy 23

Operating Revenues

Fees and Charges

Investment Earnings 65,927 57.052 65,915 65.915
Federal Sources 23,889,019 24,295 257 25145 531 26,025 68T

Total Operating Revenues 23954 946 24 352 309 25,211,506 26,091 602
Expenses

Personal Semvices 843,625 847,890 847,294 849,877

Other Operating Expense 23,355,502  24120,716 24,986,791 25 660,583
Total Operating Expense 24199127 24,968,606 25,834,085 26,510 465
Operating Income |Loss) (244 181) (616,297) (622.579) (418,863)
Change in Net Position (244 181) (616,297) (622.579) (418,863)
Beginning Net Position - July 1 4,075,039 3,830,858 3.214.561 2,591 982

Change in Met Position (244 181) (616.297) (622.573) (418.863)
Ending Met Position - June 30 3,830,858 3,214,561 2,591,982 2173113
Net Position (Fund Balance) Analysis

Restricted Net Pos(Enterprise Fund Only) 3,830,858 3.214,561 2.591.982 2173113

Expenses

The following figure shows the proposed expenditures for the Project Based Section 8 Program.
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Figure 8
Housing Division

Actual FY Appropriated FY  Proposed FY Proposed FY
Program 2020 2021 2022 2023
Project Based Section 8 Housing
Personal Services 843,625 847,890 847,293 849,877
Operating Expenses 336,139 397,766 437,093 413,021
Equipment & Intangible Assets - 156,000 156,000 156,000
Benefits & Claims 23,018,776 23,566,950 24,391,793 25,245,506
Debt Service 587 - - -
Total Expenditures $ 24,199,127 S 24,968,606 S 25,832,179 S 26,664,404

Overall, the executive is proposing an increase primarily in personal services and benefits and claims. The increase in
personal services is due to the statewide present law adjustment for personal services. The increase in benefits and claims
is based on the U.S. Department of Housing and Urban Development’s fair market rents, which traditionally increase each
year.

Revenues

Revenues are generated in the Project Based Section 8 Contract Administration under a HUD performance-based contract
using 17 incentive-based performance standards, which are calculated by HUD monthly, quarterly, and annually. Revenues
generated are required to be used for contract administration. Rental assistance payments are made based on contracts
negotiated by program staff and tenant income data. Payments are paid and reimbursed monthly by HUD, based on actual
program benefits paid to owners.

Proprietary Rates

The Project Based Section 8 Contract Administration is funded through a performance-based contract with HUD, based on
a 5-year renewable request for proposal. Retained earnings are to be used for operations of this program. Funding for rents
is paid by HUD, based on actual contracts negotiated between the department and the individual owners of the projects,
set up on a procedure dictated by HUD.

Requested Rates for Enterprise Funds
Fee/Rate Information

Actual Budgeted Proposed Proposed
FY 20 FY 21 FY 22 FY 23
IAdministration Contract
Rate 2.50% 2.50% 2.50% 2.50%

Base fee rate paid by HUD = 2.5% times the two-bedroom Fair Market Rent for all projects under ACC
contract for standard performance, as judged by HUD monthly, quarterly and annually.

Administration Contract

Rate 1.00% 1.00% 1.00% 1.00%

Performance fee incentive rate based on 17 Incentive Based Performance Standards (IBPS), graded monthly,

quarterly, and annually by HUD. Can be either positive or negative, based on whether time standards and
performance requirements are met on each of the 17 IBPS standards. Rate 3 (per unit)

Rents Contract

Rate 100.00% 100.00% 100.00% 100.00%

IAmounts for rentals are based on 100% of contracted amounts per unit each month, less tenant share of rents.
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The Project Based Section 8 Program is funded with an enterprise fund, which is a type of proprietary fund. As such, the
legislature does not appropriate the funds or approve the rates for the program. Instead, the legislature reviews the report
for the enterprise fund and identifies concerns with the financial position of the fund.

HUD Section 8 — Tenant Based — 06075
HUD Section 8 — Mod Rehab - 06085
Proprietary Program Description

The Tenant Based Section 8 Program provides rent assisted units for very low-income families (including elderly and
disabled) to ensure they have decent, safe, and sanitary housing, using the HUD Section 8 Housing Choice Vouchers and
Moderate Rehabilitation programs. The program operates on a first come, first serve basis statewide, through a network
of field agencies the department contracts with for administration of local operations in the program. Leases are entered
on the open rental market between tenants and private landlords. The program makes a subsidy payment to the property
owner on behalf of the tenant. Payments are based on applicable unit rent limits, and tenants generally pay 30.0% of their
income towards rent and utilities.

Proprietary Program Narrative

The following 2023 Biennium Report on Internal Service and Enterprise Funds shows the actual and projected expenditures
and related revenues associated with the Tenant Based Section 8 Program proprietary fund.
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2023 Biennium Report on Internal Service and Enterprise Funds
Agency
# Agency Name: Program Name:
65010 Department of Commerce Housing Division
Fund Fund Name
06085 Section 8 Mod Rehab
06075 Section 8 Vouchers
Actual Budgeted Proposed Proposed
FY 20 FY 21 FY 22 FY 23
Operating Revenues
Fees and Charges
Investment Earnings 76,895 64,858 76,895 76,895
Federal Sources 25,323,549 28,931,190 29,943,781 30,991,814
Total Operating Revenues 25,400,444 28,996,048 30,020,676 31,068,709
Expenses
Personal Services 751,396 860,922 923,943 926,461
Other Operating Expense 23,981,637 28,214,970 28,801,151 28,847,091
Total Operating Expense 24,733,033 29,075,892 29,725,094 29,773,552
Operating Income (Loss) 667,411 (79,844) 295,582 1,295,157
Change in Net Position 667,411 (79,844) 295,582 1,295,157
Beginning Net Position - July 1 4,480,914 5,148,325 5,068,481 5,364,063
Change in Net Position 667,411 (79,844) 295,582 1,295,157
Ending Net Position - June 30 5,148,325 5,068,481 5,364,063 6,659,220
Net Position (Fund Balance) Analysis
Restricted Net Pos (Enterprise Fund
Only) 5,148,325 5,068,481 5,364,063 6,659,220
Expenses

The following figure shows the proposed expenditures for the Tenant Based Section 8 Housing Program.
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Figure 9
Housing Division

Actual FY  Appropriated Proposed FY Proposed FY
Program 2020 FY 2021 2022 2023
Tenant Based Section 8 Housing Program
Personal Services 751,396 860,922 923,912 926,428
Operating Expenses 2,194,765 2,189,041 2,772,889 2,818,829
Equipment & Intangible Assets - 156,000 156,000 156,000
Benefits & Claims 21,786,285 25,869,929 25,869,929 25,869,929
Debt Service 587 - - -
Total Expenditures $24,733,033 $29,075,892 $29,722,730 $29,771,186

Overall, the executive is requesting increases in personal services, operating expenses, and benefits and claims. These
changes are due to the following:

+ The Board of Housing is proposing proprietary funding for 1.00 F TE for a multi-family compliance specialist

» Operating expense increased primarily due to an increase in contract costs for administrative services for the
Veterans Affairs Supportive Housing (VASH) program and higher administrative fees paid by the Housing and
Urban Development (HUD). Other increases are due to the statewide present law adjustment for fixed costs,
including audit fees and the increase in the supportive service rate charged by the Director’s Office

* A request for proprietary funding for benefits and claims, which is based on the U.S. Department of HUD fair
market rents. This traditionally increases each year

Revenues

The Tenant Based Section 8 Program is supported by an enterprise fund with revenues derived from performance-based
Annual Contribution Contracts with HUD. Revenues for the Tenant Based Section 8 Program are generated per unit for
each rental unit under lease each month.

Proprietary Rates

Fund revenues are derived from competitively awarded, performance-based Annual Contribution Contracts with HUD,

and the program is completely self-supporting. The department is the only statewide housing authority in Montana and
specifically budgeted for in HUD’s ongoing appropriation for Tenant Based Section 8.

Requested Rates for Enterprise Funds
Fee/Rate Information

Actual Budgeted |Proposed |Proposed
FY 20 FY 21 FY 22 FY 23
IAdministration Contract
Rate $83.48 $86.40 $89.42  $92.54

Base fee rate paid by HUD = $83.48 (before proration) per unit per month under lease, which is HUD's column B rate
for units beyond the first 600 Housing Choice Vouchers (or 7,200 unit months per year) for the majority

of leases. Mod Rehab earned fee rate is $89.44 per lease per month (HUD's column A rate, no proration).

Estimate increases of 3.5% per year for FY 2021, FY 2022 and FY 2023

Rents Contract
Rate 100.00% 100.00% 100.00% 100.00%

IAmounts for rentals are based on 100% of contracted amounts per unit each month, less tenant share of rents.
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The Tenant Based Section 8 Program is funded with an enterprise fund, which is a type of proprietary fund. As such, the
legislature does not appropriate the funds or approve the rates for the program. Instead, the legislature reviews the report
for the enterprise fund and identifies concerns with the financial position of the fund.
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