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Wellington Community Housing Special Budget Meeting - October
20, 2022 Agenda

DATE: Thu October 20th, 2022

TIME: 6:00pm - 7:00pm MDT

LOCATION: virtual Meeting via Zoom: https://usO6web.zoom.us/j/873085698807?
pwd=Z0dtbhGkvVjZvQkZTS25zTnVGemJtZz09

GROUPS:  \Wellington Housing Authority Board

Julie Francis is inviting you to a scheduled Zoom meeting.

Topic: Wellington Community Health Special Budget Meeting - October 20, 2022
Time: Oct 20, 2022 06:00 PM Mountain Time (US and Canada)

Join Zoom Meeting
https://usO6web.zoom.us/j/87308569880?pwd=Z0dtbGkvV|ZvQKkZTS25zTnVGemJtZz09

Meeting ID: 873 0856 9880

Passcode: 001255

One tap mobile
+17207072699,,87308569880# US (Denver)
+12532158782,,87308569880# US (Tacoma)

Dial by your location
+1 720 707 2699 US (Denver)
+1 253 215 8782 US (Tacoma)
+1 346 248 7799 US (Houston)
+1 312 626 6799 US (Chicago)
+1 646 558 8656 US (New York)
+1 301 715 8592 US (Washington DC)
Meeting ID: 873 0856 9880
Find your local number: https://usO6web.zoom.us/u/kcZaNY1304

I. Attendees


https://us06web.zoom.us/j/87308569880?pwd=Z0dtbGkvVjZvQkZTS25zTnVGemJtZz09
https://us06web.zoom.us/u/kcZaNYl304

VL.

VII.

VIII.

. Call to Order (6:00-6:05) MISHIE DAKNIS

Mindful Moment

Citizen Input

Approval of Minutes from September 1, 2022 (6:05-6:10) MISHIE DAKNIS

WHA WCH Board minutes 9 1 2022.pdf

Action Items (6:10-6:55)

a. Recommendation for Audit JULIE BREWEN

b. Presentation of 2023 Budget TONYA FRAMMOLING

WCH.WHA FY2023 Budget Report v1.0.pdf

Staff Updates (6:55-7:00)

Adjournment- Next Meeting Date: December 1, 2022

5 mins

5 mins

5 mins

40 mins

5 mins


https://app.boardable.com/housing-catalyst/agenda/uploads/download/376181/WHA%20WCH%20Board%20minutes%209%201%202022.pdf
https://app.boardable.com/housing-catalyst/agenda/uploads/download/378324/WCH.WHA%20FY2023%20Budget%20Report%20v1.0.pdf
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Wellington Housing Authority/Wellington Community Housing
Minutes — September 1, 2022

l. Attendees
Directors: Calar Chaussee, Amy Comstock, Mishie Daknis, John Evans, Bob Novascone

Staff: Michele Christensen, Justin Corey, Tonya Frammolino, Julie Francis, Tara Gaffney, Traci
McGraw

Il. Call to Order - Wellington Housing Authority
Vice Chair Bob Novascone called the meeting to order at 6:03 pm.

lll. Introductions
New Board member, Wellington Mayor Calar Chaussee, was introduced and welcomed to the
Board.

IV. Citizen Input
There was no citizen input.

V. Approval of Minutes from March 3 2022 and June 9 2022
Commissioner Mishie Daknis moved to approve the minutes of the March 3, 2022 meeting.
Commissioner Amy Comstock seconded, and the motion was passed unanimously.

Commissioner Comstock moved to approve the minutes of the June 9, 2022 meeting.
Commissioner Daknis seconded, and the motion was passed unanimously.

VI. Action Items
a. Approval of First Quarter Financials
Chief Financial Officer Tonya Frammolino noted that the First Quarter 2022 financial report
was shared at the June 9 meeting. The report is attached to this meeting packet in Boardable
for reference.

b. Approval of Second Quarter Financials
Ms. Frammolino shared the Second Quarter 2022 financial report, reminding the group that
Wellington Housing Authority (WHA) financials are separated out from Wellington Community
Housing (WCH) financials. She noted that all real estate assets were transferred to WCH. WHA
will remain open and active, and will not be dissolved, although future transactions are not
anticipated. Ms. Frammolino's presentation is in Boardable for reference.

c. Wellington Community Housing Audit
Ms. Frammolino requested direction and guidance from the Board on what level of audit, if
any, is desired given the conversion of assets from WHA to WCH. She noted that an audit for
WHA is currently ongoing but will not be required in the future as there will be no assets. After
some discussion, the group expressed that they felt the money could be used in better ways to
assist the residents.



The 2021 audit results for WHA will be brought to this group at a future meeting.

Commissioner Calar Chaussee moved to discontinue WCH audits. Commissioner Daknis
seconded, and the motion was passed unanimously.

. Line of Credit

Ms. Frammolino noted that there has been discussion on the benefits for WCH from having a
line of credit (LOC) in order to address of some of the work that needs to be done on the
property. She is seeking guidance and approval on whether to go forward with a LOC, which
would likely be approximately $500,000. She also recommends that a set of policies and
procedures be established that lay out how these funds can be utilized. She noted that she can
secure some quotes and bring back the information to this Board to review.

The Board requested that Ms. Frammolino begin the process to secure quotes for a LOC.

Il. Staff Updates
a. Capital Needs Assessment Update

Director of Asset Management & Property Operations Justin Corey provided an update on the
Capital Needs Assessment (CNA), to address the physical needs of the property. He noted that
bids for a CNA have been solicited from three firms. Input for the CNA will be requested from a
variety of people, including this Board and residents. The CNA results will be presented at a
future meeting of this Board.

There was discussion of holding a future meeting in person to discuss the CNA, in order to
include a walk-through of the property.

. New Sign

Mr. Corey showed a photo of the property's new sign.

. Resident Services Event

Mr. Corey noted that a resident event will take place on September 14 in the Wellington
Clubhouse. A survey will be available for residents to complete at this event.

. Waitlist Update

Director of Housing Assistance Traci McGraw explained that the waitlist was opened earlier in
the summer and the three vacancies will be filled from the waitlist.

Ms. McGraw provided a brief update, noting that the waitlist was transferred to a project
based waitlist. It was opened on July 19 and remained open for seven days, utilizing an online
program, called RentCafe; paper applications were also available. A preference was offered for
households that reside in Wellington, and to people who work in Wellington for at least 20
hours per week. 183 applications were received. It is anticipated that the three units will be
leased by the end of September.

Adjournment
Vice-Chair Novascone adjourned the meeting at 7:16 pm.

a. Next Meeting Date: October 20, 2022 - Special Budget Meeting



Wellington Housing Authority |

Wellington Community Housing
BUDGET REPORT | FY2023
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Overview

The Wellington Housing Authority (WHA) through Wellington Community Housing (WCH) provides housing for
eligible low-income individuals and families. Both entities are managed by separate 5-member boards which
are independently appointed by the City of Wellington.

Wellington Housing Authority went through a Section 18 disposition and converted 42 units of public housing to
tenant-based voucher rental assistance in 2021. All 42 units transitioned to Wellington Community Housing, a
non-profit corporation. Wellington Housing Authority will remain active despite transferring its owned real
estate to Wellington Community Housing. However, due to its lack of holdings and lack of anticipated
operating activities no budget has been prepared. Actuals will be presented if they occur as a part of the
regular quarterly reporting.

Presented is the Wellington Community Housing budget for the 2023 financial year. The properties owned by
WCH do not require management of specific debt service coverage ratios or investor tax-loss requirements.
Instead, the properties are managed to perform within the confines of the HUD-administered Project Based
Voucher subsidy amounts and budgeted operating expenses. All vouchers are Project Based Vouchers and
attached to the apartments. WCH contracts with Housing Catalyst to manage the 28 family units and 14 senior
units located in Wellington. Housing Catalyst also manages all agency and non-profit board activities and
reporting along with managing agency and non-profit filings.

Economic Conditions and Outlook

Wellington has an estimated population of 11,722 (United States Census Bureau, 2021) and a median
household income of $89,100 (United States Census Bureau, 2021). The median family income for Larimer
County is $76,366. The rental market in Wellington remains tight with rents continuing to increase and vacancy
rates at around 5-6%.

Demand for affordable housing remains strong in the Larimer County market. The rental market has tightened
considerably in recent years and rents continue to increase. According to zumper.com, apartment rents in
Wellington have remained stable in the past year from 2021 to 2022. The longer-term outlook for rent collection
and demand for rental housing will be driven by the length and depth of the economic recovery.

Long-Term Planning | Major Commitments | Initiatives

Housing Catalyst supports the development and preservation of affordable housing throughout Larimer county,
with funding from the City, Colorado Division of Housing, Colorado Housing and Finance Authority, equity
investors, and lenders. Along with its partners, Housing Catalyst combines intentional design with sustainable
development principles and sound planning to develop and maintain a vibrant, diverse affordable housing
portfolio. Housing Catalyst employs many strategies to create and preserve its stock of affordable housing and
extends this expertise to Wellington Community Housing. These strategies include new construction,
acquisition, rehabilitation, and preservation of existing housing to create and maintain high-quality, sustainable
homes.

Organizational Structure

Wellington Community Housing was formed in 2019 and during 2021 received all of its assets in the form of a
contribution from Wellington Housing Authority. It also was awarded IRS 501(c)(3) non-profit status effective

Wellington Community Housing Financial Report Q2 2022




2
October 17, 2019. This designation enables the entity the ability to receive tax deductible bequests, devises,
transfers, and gifts. The Wellington Community Housing nonprofit entity was further designated by the IRS as
a public charity and will be required to file annual 990 tax forms. Accordingly, no provision for income taxes
has been reflected in the 2023 budget.

Wellington Community Housing Budget

Exhibit 1 contains the FY2023 budget for Wellington Community Housing. The Wellington real estate portfolio
is budgeted to generate $125,592 in net operating income.

OPERATING INCOME

Beginning in 2023 rental income will begin to be reported in the format to include gross potential rent (GPR)
with adjustments for loss or gain to lease, vacancy losses, and concessions. Gross potential rent is a financial
metric used to evaluate the amount of income that a property could potentially produce. Gross potential rent is
calculated as the amount of rental income a property could produce assuming all units were rented at market
rates, and all tenants paid their rent on time each month.

The GPR for 2023 across the portfolio is projected to be $790,524 assuming a budgeted increase of 5%. GPR
is reduced by expected losses to lease budgeted in the amount of $23,520.

Additionally, vacancies are budgeted at 3% in 2023 reflecting a continued strong occupancy trend totaling
$23,716.

The effective gross income (EGI) for 2023 budget is expected to be $753,974. EGI is the true amount of
income that a rental property is expected to generate. It is the total income expected from all operations of the
rental property after an allowance is made for the revenue that is lost as a result of lease negotiations,
vacancy, or unpaid rents.

Below in Figure 1 is a historical summary of EGI for the portfolio. After the conversion of the portfolio from
public housing there was a dramatic increase in the effective gross income as depicted in figure 1.

EFFECTIVE GROSS INCOME
$718,603 $741,457 $753,975

$532,739
$405,305 $392,900

2019 ACTUAL 2020 ACTUAL 2021 ACTUAL 2022 2022 BUDGET 2023 BUDGET
ANNUALIZED

Figure 1 — 5 Year Historical Operating Income

OPERATING EXPENSES

Combined operating expenses are budgeted to be $628,383 in 2023. This represents an 8% increase over the
2022 proforma forecast. The operating expenses are made up of several categories as depicted in Figure 2.
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Technology OPERATING EXPENSES Labor Expenses

5% 8%
General Expenses
6% Legal Expenses

1%

Management Related
25%

Maintenance Expenses
32%

Resident Services
5%

Figure 2 - Operating Expenses by Category

Labor Expenses

Labor costs are reimbursed at cost to Housing Catalyst and do not include any markups. Labor is expected to
go up by $11,049 over 2022 budget due to increased market pressures and increases in benefits costs.

Management Related

Housing Catalyst is proposing that the existing agreement that has been in effect for several years be updated
to reflect current property management arrangements. Based upon this revised structure Housing Catalyst
would charge a management fee on the gross rents as well as an accounting fee also based upon gross rents.
These fees for 2023 are $60,662 each which represents 8% of Effective Gross Income.

Additionally, starting in 2023 there will be an assessment of an administrative fee for board oversight, entity
compliance, entity filings, multiple entity accounting, and general entity administration. The fee for these
services in 2023 will be $25,000. The combined fees represent a 2.3% increase over the 2022 budgeted fee
arrangement.

Maintenance Expenses

Overall maintenance expenses represent the largest expenditure budgeted. Maintenance expenses in total
are budgeted to go down by 1.4% from the 2022 budget. Maintenance will begin to provide a fixed contact for
preventative maintenance while non-routine maintenance will be billed on an hourly basis of $69 per hour.
Housing Catalyst has benchmarked work order bill rates with other housing authorities in Colorado and found
that the range (adjusting for outliers) is $65-$85 per hour. Therefore, our rate of $69 is at the low end of the
range and we expect holding the bill rate in future years will not be possible.
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4
Housing Catalyst operates and in-house maintenance department and utilizes this department to benefit its
managed portfolio of properties. It does this by ensuring costs are monitored more closely and technicians are
able to become more familiar with operating properties creating efficiencies.

NET OPERATING INCOME

The 2023 net operating income (NOI) for WCH is projected to be $125,592. This represents an $9,368
decrease from the prior year budget proforma. The primary reason for the decrease is an increase in budgeted
operating expenses which is offset by favorable increases in EGI. The NOI for 2023 as a percentage of
revenues is 16.7%.

NON-OPERATING INCOME (EXPENSES)

The 2023 non-operating income and expenses are made up of income and expense streams that are deemed
not to be directly related to operating and are ancillary to operations. By separating out items that are not
directly attributed to operations, it allows management to monitor the operations of the portfolio more closely.

Non-operating expenses that are typically reflected in this section are depreciation, amortization, and interest
expense. For 2023 WCH has budgeted $44,240 for depreciation expense.

NET INCOME

The 2023 net income is budgeted to be $81,416 which is a $33,126 decrease from the 2022 proforma. The
primary factor impacting net income is an increase in depreciation expense, which is offset by favorable
increases in EGI. Net income as a percentage of revenue for 2023 is 10.8%.

Key Definitions

NET INCOME: Net income (“NI"), also called net earnings, is calculated as sales minus cost of goods sold,
selling, general and administrative expenses, operating expenses, depreciation, interest, taxes, and other
expenses. It is a useful number for investors to assess how much revenue exceeds the expenses of an
organization. This number appears on a company's income statement and is also an indicator of a company's
profitability. (Investopedia, 2021)

NET OPERATING INCOME: Net operating income (NOI) is a calculation used to analyze the profitability of real
estate investments and organizations. NOI equals all revenue from the property, minus all reasonably
necessary operating expenses.

NOl is a before-tax figure, appearing on a property’s income and cash flow statement, that excludes principal
and interest payments on loans, capital expenditures, depreciation, and amortization. When this metric is used
in other industries, it is referred to as “earnings before interest, taxes, depreciation and amortization” (EBITDA).
In our presentations we utilize the NOI term exclusively.

NET CAsSH FLow: The net cash flow of an organization represents the sum over a period of time of the total
cash received (inflow) from sales and loans less the total amount of money spent (outflow) by the company
over the same period. It is an important measure of a company’s ability to survive and grow (Bankrate, 2021).
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EXHIBIT 1: Operations Budget

WELLINGTON COMMUNITY HOUSING BUDGET

Period = 01/2023 - 12/2023

Description Total Total/Unit
OPERATING INCOME
RENTAL INCOME
POTENTIAL RENTAL INCOME
Gross Potential Rent 790,524 18,822
Loss/Gain to Lease -23,520 -560
NET POTENTIAL RENT 767,004 18,262
NET POTENTIAL RENT ADJUSTMENTS
Less: Vacancies -23,716 -565
Less: Concessions -204 -5
NET POTENTIAL RENT ADJUSTMENTS -23,920 -570
NET RENTAL INCOME 743,084 17,692
Other Tenant Income 10,890 259
EFFECTIVE GROSS INCOME 753,974 17,952
TOTAL OPERATING INCOME 753,975 17,952
OPERATING EXPENSES
ADMINISTRATIVE
Labor Expenses 51,374 1,223
Legal Expense 3,250 77
Management Related Expense 153,787 3,662
Other Administrative Expenses 14,974 357
TOTAL ADMINISTRATIVE EXPENSES 223,386 5,319
RESIDENT SERVICES 33,600 800
UTILITIES 99,536 2,370
MAINTENANCE EXPENSES
Materials 13,959 332
Contract Costs 188,947 4,499
TOTAL MAINTENANCE EXPENSES 202,906 4,831
GENERAL EXPENSES 38,625 920
TECHNOLOGY EXPENSES 30,331 722
TOTAL OPERATING EXPENSES 628,383 14,962
NET OPERATING INCOME 125,592 2,990
NON-OPERATING INCOME (EXPENSE)
INVESTMENT INCOME 65 2
DEPRECIATION\AMORTIZATION EXPENSE -44,240 -1,053
NET NON-OPERATING INCOME (EXPENSE) -44,175 -1,052
NET INCOME 81,416 1,938
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EXHIBIT 2: Capital Expenditure Budget

CAPTIAL IMPROVEMENT BUDGET MANAGED

Wellington Community
Property Fund Housing

Property Code wellch

Replacement Reserve as of May 2022 -
2022 Funding (June-Dec) B
2023 Funding &

Total Funds Available -

TOTAL RESERVES AVAILABLE - PROJECTED

Appliances -
Bathroom -
Contingency -
Exterior Renovation -
Flooring 6,671
Garage Renovation -
HVAC -
Interior Renovation -
Kitchen -
Landscaping -
Painting -
Paving -
Roofing -

Grand Total
BASE CAPITAL EXPENDITURES 6,671 6,671
Maintenance Project Management Fee (Markup) 3,592 3,592
Asset Management Fee 1,539 1,539
TOTAL PROPOSED CAPITAL EXPENDITURES 11,803 11,803
Reserve Surplus (Shortage)
Pending Approval of Total Requested Expenditures

(11,803)

Sufficient Reserves| Paid from Operations
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