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Kay
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AGENDA
Budget & Finance Committee
January 29, 2013
1:00 P.M.

1. Election of Committee Chair

2. Selection of Vice Chair

3. 11.27.12 Committee Meeting Summary (1-3)
4, WMonthly Financial Report (4-14)
5. Comprehensive Annual Financial Report and

Management Letter (15-39)
6. Affordable Housing Trust Fund — Henson (40-49)
f. Items Referred to Committee (50)

“Budget & Finance Committee, to which shall be referred matters relating to the Department of Finance and
Administration and its divisions, and any related partner agencies, the urban county courts and constitutional
officers, fiscal operations of the government, revenues and expenditures of the government, and organization
changers which affect the fiscal operations of the government. Additionally, this com mittee shall review the
final audit report and management letter of the accounting firm recommended by the Mavyor and selected by the
Council to conduct the annual financial audit of the Urban County Government and ghall report its findings
concerning the same to the Mayor and Council for appropriate action.” Council Rules & Procedures, Section
2102 (1) Effective January 1, 2011. Adopted by Urban County Council October 14, 2010

Future Meeting Schedule

February 19 June 18 November 19
March 19 August 27 December 10
April 30 September 24

May 28 October 22



BUDGET & FINANCE COMMITTEE
November 27, 2012
Summary

Fllinger called the meeting to order at 1:00 PM. All commitiec members present except
Myers and Beard. Ford and Henson were also present.

. 10.23.12 Committee Meeting Summary

A motion by Lane, second by Kay to approve the 10.23.12 Committee sSummary passed
unanimously. '

ll.  Comprehensive Annual Financial Report/Fund Balances/Monthly Financial
Monthly Financial Report

Mayor Gray introduced Jane Driskell to provide the Comprehensive Annual Financial
Report (CAFR); the fund balances; and the monthly financial report.

Driskell stated that LFUCG was issued a clean financial opinion on November 15, 2012
for the year end financial statements. She stated that the A133 would be completed by
Feb 2013 and the auditor would present their findings at the February meeting as well.

She stated thdt the unrestricted balance in the Urban Fund is $ 22.8 million or 63% of 1.the
annual revenue. The Sanitary Sewer fund has a capital reserve of $ 56.2 million and a
fund balance of $ 4.8 million. The Landfill Fund has a fund balance of $ 11.1 million or

154% of the annual revenue. The Water Quality Fund has a fund balance of $ 7.2 million
or 59% of the annual revenue.

Driskell stated that the General Fund has a non-spendable fund balance of $ 1.5 million;

an assigned fund balance of $ 39.5 million and an unassigned fund balance of § 3.3
million.

She noted that the non-spendable balance consist of contractual or legal obligations. The
assigned category consists of items carmarked for specific purposes.

Driskell stated that the General Fund assigned fund balance includes funds for the 27th
pay period; a ligation reserve; HOME match; a health care reserve; tax refunds; an

economic development reserve; capital carry forward; a transfer to the Urban Services
Fund for street lights; and the Economic Stabilization Fund.

Gorton asked about the differences between non-spendable, assigned and un-assigned
fund balances.

Ellinger, Gorton and Stinnett thanked Driskell for her serve to LFUCG.



O’Mara discussed the monthly revenue report. He noted that revenue in the major
categories is about $ 800,000 over budget.

Barrow discussed the FY 13 General Fund cash flow. He stated that there is a positive
variance of approximately $ 1.5 million between actual revenue and budget year to date.
He also reported that actual expenses were about $ 3.8 million below budget year to date,
providing a net income year to date of $ 5.2 million. He noted that timing was a factor m

some of the positive variance but expenses were down and revenue was exceeding
budget.

" Gorton, Lawless and Lane all thanked Barrow for his service to LFUCG.
[ll. Affordable Housing Trust Fund

Ellinger called on Schoninger to summarize his Nov 19 memo. Schoninger stated that
Stinnett had several information requests at Sept 25 committee meeting including role of
the Lexington Housing Authority; Housing Authority waiting list; funds expended on

affordable housing; and number of affordable housing dwelling units in Lexington-
Fayette County.

Schoninger stated that the Housing Authority has a waiting list of 2,376 families for
conventional public housing; and a waiting list of 316 for choice voucher assistance.

He also reported that since 2005 LFUCG has expended $ 37.8 million on affordable
housing programs using a combination of local and federal HUD funds.

Kay stated that the Homelessness Commission. will finish its work in early 2013 and he
wanted to keep this item in Committee. '

Stinnett asked Kay if the report will include recommendations regarding funding and
adequate housing stock. In response Kay stated it will include funding, housing units and

identify restructuring existing housing assistance.

Blues asked if the Report will respond to the recommendations of the Affordable
Housing Trust Fund.

Lawless stated that the affordable housing issue was more than about the homeless
population.

Ford discussed the need for an affordable housing trust fund.

Ellinger stated if there is a proposal to raise the insurance premium it will need to be
implemented within the 1% quarter of the year.

Henson stated that there is a need for affordable housing but that it should be dealt with
in a responsible efficient and effective manner.



Kay stated that the Homelessness Task Force has examined best practices from other
communities.

Ford stated-that he hoped that we would not lose sight of the recommendations from the

Affordable Housing Trust Fund. He stated that that was different than services needed to
address the homeless population. :

Farmer suggested bringing the Housing Authority into this discussion. In response CAO

Moloney stated that he will include Austin Simms and others from the Housing
Authority. ' '

The Committee heard from several citizens, including Adam Jones, Ann Garrity, Sister

Iris Sutton and Vera Thomas who spoke in favor of the recommendations of the
Affordable Housing Trust Fund.

iV. Items Referred to Committee

Lane requested that the issue of economic efficiency and best practices be part of the
January 2013 agenda.

Schoninger summarized the items referred to Committee

The meeting was adjourned at 2:45 PM.

PAS 11.28.12
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Affordable Housing Trust Fund Recommendations
Affordable Housing Task Force

History of Issue:
Tn April of 2008 both the Social Service Needs Assessment Report and the Infill

and Redevelopment Report found that there was a need for affordable housingin

]Lexington.1

In résponsé to those reports, and information from the Central Kentucky Hbusing
and Homeless Initiative and BUILD, Mayor Newberty issued an executive order

" that authorized the creation of an Affordable Housing Trust Fund Commission

.

(Commission) to assess the extent of this problem and make recommendations that
would enable an Affordable Housing Trust Fund (AFITF) to be operational in
Lexington by July 70092 The Commission met and issued a report (Commission
Report) in September of 2008 finding that affordable housing was needed in
Lexington-Fayette County and recommending the creation of a trust fund to be
funded by a 1% tax on insurance premiums.3 The resolution creating such a Trust

Fund was never presented to Council because there was not sufficient support to
pass. : | '

Because of continued public interest, the issue was again brought before Council in
2010 and the Affordable Housing Task Force was created. The Task Force
commissioned Commonwealth Feonomics to study the fiscal, economic, and social
impact of a range of funding lIevels for a trust fund. Commonwealth Economics
presented that teport (AHTF Study) to the Task Force in February, 2011. In
September, 2011, the Task Force presented the study to the Hconomic
Development Committee, which referred the matter back to the Task Force to

develop a proposed structure. for the trust fund and a set of paramefers for
operation of the fund.

Definition:

Affordable housing is defined by the US Department of Housing and Urban

Development (HUD) as “housing that requires families and individuals to pay 1no
more than 30% of their income for housing and housing-related costs} “Families
that pay more than 30% of their income for housing are considered cost burdened

and may have difficulty affording necessities such as food, clothing, transportation
and medical care.”

! gocial Needs Assessient Report 2008, p. 8, Iufill Redevelopment Report 2008, p. 16, Commission Report, p. 3
 Copumission Report, p. 3

¥ Cemmission Report, p. 3

* Commission Repert, p. 3

¥ e hod, govio {Tices/opd/aitord ablehousing/
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Current status of affordable housing:

In Fayette County, 17,312 households (35.8% of all renters) pay more than thirty
percent (30%) of their gross household income for their rent and 8,753 households
(18.1% of all renters) pay more than 50% of their gross income for housing.” The

__ for-sale market in Lexington is orossly under-supplied with product priced below
$85.000 for people making less than 50% of area median income (AMI). The gap

is 2,103 homes.’

The Public Housing Plan prepared by the Lexington Housing Authority and
provided to LFUCG shows that as of April 13, 2011 there were 349 families on the
Qec. § wait list. The list has been closed since October of 201038 At the same time,
there were also 1,171 families waiting for a public housing unit.”

The 2008 Commission Report states:
The cumulative effect of rising housing costs and shrinking incomes stresses
family budgets, sometimes to the breaking point. Families with less income
are disproportionately impacted by these forces, as the supply of affordable

housing fails to keep pace with demand and wage increases have not kept
pace with increases in housing costs.”

Cost of lack of affordable housing:
Feonomic Tmpact: The 2008 Commission Report found that “communities

that lack affordable housing actually experience diminished economic
prospects.”“ ' "

A Lee County, FL study cited in the report found that ignoring the local need

for affordable housing was costing the community more than $249 million
each year.l?‘ «The study calculated the community costs associated with
inadequate housing in three sectors of the community: lost economic
opportunity, stressed transportation infrastructure, and the direct and indirect
social costs related to education and health care. Thevast majority of the
cost to the community was associated with lost economic opportunity
(estimated at $241 million each year). This included lost jobs and wages as

- ———

6 Commission Report, p- 3

7| FUCG Housing Market Study, p. 5
$ public Housing Plan, p. 6

9 public Housing Plan, p. 7

10 Cammission Report, p. 7

1 commission Report, p. 17

2 ¢ommission Report, p. 17
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a result of not developing needed housing, lost economic opportunity as a
result of families spending too much monecy on housing, and lost property
tax revenue.” Extrapolated to Fayette County given our population, the
annual cost to Fayette County is estimated at $150 million."

. Social Costs: Multiple studies have found that lack of ,affordabie housing

also has a social cost. In Charlotte-Mecklenburg County, it was found that
“the aggregate social cost of failing to address ... affordable housing needs
may approach $50 million annually when considering public education,
criminal justice, healthcare, and transportation costs.’f15 -

Student Suceess: A study in Louisville, KY found that the availability of
safe, decent, and affordable housing has a direct effect on student and school
success. Those students who moved schools and homes more than once
during the year scored an average of 10 academic index points lower on the
Kentucky Core Content Reading Test than students who had only one school
move. Multiple movers were 8% more likely to be rated as novice (below

grade level) than single movers and 10% less likely to be rated as
proﬁcient.16

Homelessness: Lexington has roughly 1,250 homeless in shelters and 200
homeless on the sireet at any given time."”

homelessness and associated costs more effectively than anything else.®

Economic Impact of Affordable Housing: '
The 2011 AHTE Study found that a $4 million investment in the Trust Fund
matched at the national average of an 8:1 ratio would create 470 housing units each

year.

This assumes that Affordable Housing Tax Credits would be available to

supplement Trust Fund investments.

Funding of the Affordable Housing Trust Fund:
The Commission Report concluded the following:

<.

the ideal primary funding source should be a commumity-wide source that
does not excessively target a specific market sector; and

the funding source should be targeted to generate between $3 miliion and $5
million annually from a dedicated public revenue source.

B Commission Report, p. 17

”: Commission Report, p. 17

15 (harlotte-Mecklenburg Affordable Housing Report, p. X

16 «nfoving On: Student Mobility and Affordable Housing,” Meiropolitan Housing Coalition, 2004
Y Commission Repoit, p. 9

¥ Commission Repert, p. 2

Affordable housing prevents

a2



For these reasons, the Commission recommended a 1% insurance premium tax.”
The 2011 AHTF Study indicates that a 1% increase for all insurance premiums

except health care would generate $3.8 million annually and that the average cost
per household would be $3 0.

Recommendation: ,

Given the clear need for affordable housing and the demonstrated positive
economic and social impact of a trust fund to create more affordable housing, the
Affordable Housing Task Force recommends an increase in the present fee on all
insurance premiums, except for health care, by .5% to create an Affordable

Housing Trust Fund and fund it on an ongoing basis. This tax will generate $1.9

million annually and the average cost per household is $15.2' The Task Force also
recommends that the fund be administered by a Board as proposed in Appendix A,
with the appointed administrative body charged with reviewing annually the
allocation of funding and the criteria for determining projects and occupants.

In addition, to reflect the specific needs for affordable housing and the
opportunities represented by increased affordable housing cited above, the Task
Force recommends that implementation include the following:

1) Include language in the enabling ordinance that: '
a. Requires that projects funded benefit populations at or below 80% of

AMI and no less than 50% of the funds benefits households at or
below 30% of AMI;

b. Provides for an annual review by Council; and o
c. Provides a “sunset” provision, such that ve-authorization for the Trust

Fund will have to be approved by Council five (5) years after the

implementation of the tax. _

2) Provide that the Board shall decide the additional criteria for the allocation
of funds and may adjust the percentage based upon current conditions.
However, the following flexible guidelines are recommended:

A. For all finds (minus 5% administrative costs):
30% for housing rehabilitation
70% for new construction

B. For all imds (minus 5% administrative costs):
65% for rental housing

¥ Commission Report, pp. 13-16
2 AHTF Study, p. 16
2 AHTE Study, p. 16
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35% for home ownership

3). Have the Board adopt a strategy for use of funds that targets narrow

geographic areas, SO that the public investment will have the greatest potential
impact on private sector investment for similar housing improvemens.

4) Have the Board adopt criteria for determining occupanis of subsidized
housing that favors {amilies with school-age children, to provide stability and

lessen the frequency of transiency within the school-age pépﬁiéﬁo_ﬁ"é,ﬁd""ifs”"" T

negative effects on learning and school achievement.

44



Appendix A:  Administrative Structure (Adapted from the Commission Rep@fc)22

The Task Force recommends the establishment of an AHTE Governing Board to
have independent authority and oversight of the Trust Fund. It shall be organized
as follows: '

Charge of Authority - The Governing Board shall be vested with oversight
authority, and shall manage the Trust Fund independently of political influences.
Appointment - The Mayor of the Urban County Government shall have the
authority to appoint each member to serve on the AHTY Governing Board. The
Urban County Council must confirm or reject each appointment made by the
Mayor. ' | ' ,
Term of Service - The members of the AHTF Governing Board shall serve a term
of four (4) years. The terms of the Governing Board shall be staggered n a manner
_ required by Qection 7.02 of the Urban County Charter. No Board member may
© serve more than two consecutive terms.

Equal Represeniation - The AHTF Governing Board shall promote inclusion,
demonstrate fairness of process, and reflect the socio-ecomomic fabric of the
Lexington — Fayeite County comumunity. The composition of the Governing Board
shall be, as nearly as possible, representative of the social, economic, cultural,
ethnic and racial groups which compose the population of the County.
Composition - The AHTF Governing Board shall be comprised of thirteen (13)
members. Fach Member must demonstrate knowledge and experience in the
affordable housing sector, and support local housing efforts. These individuals
must have extensive experience in one or more of the following skill sets:

e Homelessness & Emergency Housing
Social & Support Services
Affordable Housing Management
Affordable Housing Resident/ Client
2 LFUCG Council Members
2 General Public at Large
Grants Administration or Philanthropic Giving
Housing Construction
Commercial or Mixed-Use Development
Property Leasing or Rental Housing/Real Estate Management

Financial or Capital Markets
Conflict of Inierest - No member of the AHUTF Governing Board shall be an
employee, business partner, contractor, consultant, Board member or

@@@9@@@@@

representative {or immediate family thereof) of an organization which petitions for

22 - -
22 Cammission report, pp. 12-15
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funding from the AHTY. Applicants for AHTF funding will be deemed ineligible
if 2 Board member has any such affiliation. o

Meetings - The AHTE Governing Board shall meet bi-monthly, or at least five (5)

times within a calendar year. A quorum must be established for an official business
meeting to be held. A quorum consists of a majority of eligible voting members (7
- persons). A simple majority of Governing Board members present at an official
meeting is required fo approve any business item on the agenda.

The duties of the AHTF Governing Board shall be:

o Tstablish policies and procedures for the operation/management of the:
AHTF

o Select an appropriate Administrative Agent to carryout the functions of the
AHTF

o Oversce the financial management of AHTE funds, including all receipts,

gifis, donations, grants, disbursements, accounts payable & administrative

costs .

Annually monitor and evaluate the performance of the Admivistrative Agent

Bstablish annual funding goals and priorities for housing production utilizing
AJITF funds

@

Annually rank and prioritize eligible projects requesting AHLT funding
Annually approve funding for eligible AHTY projects
Perform housing studies, housing needs assessments, and compile pertinent

data consistent with planning aciivities on-going through existing
governmental departments and non-profit housing agencies

2 © © ©

o Submit annual repotts on the activities of the AHTF to the Mayor, Urban

~ County Council and the community

Management/Staffing :
Once the initial organization is accomplished, the day-to-day management of the
Trust Fund shall be entrusted by the Governing Board to an Administrative Agent.

To establish the initial structure, the initial Administrative Agent shall be the
L FUCG Department of Planning, Preservation, and Developnient.

The duties of the AHTF Administrative Agent shall be:

o Develop a Notice of Funding Availability (NOFA) for anmual AHTE
funding cycles

o Develop program materials and provide technical assistance 10 potential
applicants

Annually review funding proposals from eligible applicants for ALTTF funds
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o Solicit and receive funding applications for housing projects requesting
AXITF funds

e Fvaluate project proposals to determine eligibility and feasibility based
on criteria established by the Governing Board and program guidelines

o Tnitiate contracts with projects awarded funding by the AHTT Governing

o Process and approve funding draw requests submiited by project
administrators '

o Monitor implementation of these projects

e Complete project close-out reports '

e Monitor post project compliance requirements

The initial staffing of the AHTE Program shall consist of two (2) staff persons: a
Program Director and an Administrative Assistant. The initial estimated annual
administrative cost of the program, including wages & fringe benefits, is $125,000-
$150,000. The personnel costs required to administer the AHTY shall be supported
by the revenues of the Trust. Administrative costs will be limited to no more than
10% of AHTF revenues with the initial years targeted at no more than 5%.
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Affordable Housing Trust Fund (AHTF)
History & Activity Timeline

Spring 2008

Sept 2008

Fall 2008

Summer 2010

Marah 2071

Winter 2011 =12

March 2012

Chris Ford, District 1

BUILD advocates for creation of AHTF to provide additional funding for
affordable housing (particularly market renial rates)

iz Eir ) Mawsh

A7 Mombers — Blue Ribbon Pénel

nariesion

AMTE Commission recommends establishing Trust Fund

‘Recommendad Funding Source ~ 1% Increase. Insurance Premium Tax

Estimated dedicated revenue: $ 3 - 4 million annual

Mayor Newberry rejects Commlssmn s funding reccmimendation

.Counter — proposes public / private financing partnership — fo be capitalized

with $250,000 LFUCG General Fund appropriation

kY

s e
K -.,s\,

Mayor Sray Appoins

Initial Meeting 11 17-09; 24 meet!ngs to date

Council Task Force issues RFP for Economic Impact Study
Awarded to Commonwealth Econormics, approx. cost - $25,000

AHTF Egongimnis rﬁ‘u"éi:?Cl.B""\ﬁN meemw‘f’? o Sounell YWork

T g
EREEER CER R S 5‘0

Referrad to Council’s Economic & Community Dev. Committes

Econamic Developtnent Commitize Prasentalion
Discussion leads to reconvening of AHTF Councu‘ Task Force

Seven (7) interim Task Force Meeﬁ-ngs

Fermulation of AHMTF Ordinance, as revised:

0.5% increase to insurance Premium Tax {excluding health premiums)

Generates annual revenue of $1.9 million, with average household cost of $15
Sunsat provision for Council reauthorizafion ar 5 years

Appointment of 1’3 member AHTE Govmmng Board

Benefich i}/ﬁOUSVJOfo population at o: halow §G% AN

Cund Allocation - minimum 30% o o households at or Gelow 3G% AN

Prepared by:

48



Affordable Housing Trust Fund Talking Points

Commission created in 2008 in respdnse to the Social Service Needs Assessment
and Infill and Redev Report finding that there was a need for affordable housing

Commission recommended the creation of a trust fund to be funded by a 1% tax on

insurance premiums, a resolution was never presented to Council ...

In 2010, the Council created a Task Force to study the fiscal, economic, and social

impact of a range of funding levels, recommended 1% tax on insurance premiums
“Affordable Housing” is housing that requires families and individuals to pay no
more than 30% of their income for housing and housing-related costs

Families that pay more than 30% of their income may have difficulty affording
necessities such as food, clothing, transportation and medical care o

In Fayette County 35.8% of all renters lack affordable housing and 18.1% pay
more than 50% of their income for housing -

In 2011 there were 349 families waiting for Sec. 8 vouchers and 1,171 families
waiting for public housing units

The lack of affordable housing:

o Has a social cost including lost economic opportunity in jobs and revenue
and direct and indirect social costs related to education and health care; in
Fayette County that cost is estimated at $150 million a year

o Has an effect on success in school; multiple movers scored an average of 10
points lower on the Kentucky Core Content Reading Test

Affordable housing has a positive economic impact:

o Money invested in Trust Fund is often matched by ouiside money and it
stimulates private investment is housing.

o Helps prevents homelessness more effectively than anything else

Recommendations:

o .5% tax on insurance premiums excluding health insurance which will raise
$1.9 M annually with an average cost per household of $15

o Sunset provision which requires reauthorization after 5 years

o All projects funded benefit populations at or below 80% of AMI and no less
than 50% of the funds benefit households at or below 30% of AMI

o Annual review by Council

o Administered by a Board that would decide target populations and funding
levels with most of the money going to new construction of rental housing
and favoring families with school age children
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