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Executive Response to King County Ordinance 17941, Section 58, Proviso P2:
Affordable Housing Strategy
This report responds to Proviso P2 requested in Ordinance 17941, Section 58 requesting an affordable housing strategy for King County, due September 30, 2015. Proviso P2 of the ordinance is stated below:

	A. The executive has created an interbranch work group to oversee development of a strategic plan including new regional and local initiatives to address the housing affordability and homelessness crisis that is worsening, instead of improving, with the economic recovery and expansion in King County. The strategic plan shall provide an analysis of the housing situation within the urban growth boundary of King County and shall, at a minimum, explore the following concepts for improving housing affordability, funding additional below-market housing, preserving moderate income housing, exploring new models for sheltering homeless individuals and families and providing leadership and coordination of for-profit and nonprofit housing construction throughout King County by:

	  1. Expansion of the transfer of development rights program to allow urban-to-urban transfers of development rights to be used or sold for urban development with a portion of proceeds dedicated or given to nonprofit housing developers;

	  2. Expansion of the current-use taxation provisions under state law to include and allow a voluntary current-use valuation for multifamily properties in exchange for modest rent increases commensurate with maintenance and the Consumer Price Index, maintenance of properties in good condition, and conditioned upon a right-of-first refusal for local governments and nonprofit housing developers to be able to purchase such current-use-valued properties;

	  3. Refinements to inclusionary zoning provisions to encourage mixing of lower cost housing units with other units in exchange for greater floor area ratio or additional housing units would otherwise not be permitted under the King County Code;

	  4. Pursuit of additional land banking opportunities around transit hubs and within other urban centers to increase the supply of below-market rate housing with an emphasis on creating a land banking program or organization that leverages private investment to match public investment;

	  5. Formation of a government and business and employers advocacy and education group to better communicate the necessities of sufficient housing supply in all communities for employees and their families;

	  6. Possible formation of a local public development authority to focus solely on work force housing for those earning between fifty and eighty percent of median income;

	  7. New funding and expansion of public funding for nonprofit housing developers and owners and local public housing authorities to produce, maintain and expand the number of housing units serving households at fifty percent of median income and below; and

	  8. Investigation of new strategies and expansion of opportunities to shelter homeless individuals and families in community settings including, but not limited to, microhousing communities, that provide security and opportunities to access medical and social services;

	B. The work group shall be scheduled to meet regularly. The work group shall, at a minimum, include council staff, executive staff from the department of community and human services, the prosecuting attorney's office and the office of performance, strategy and budget. The purpose of the work group is to develop a strategic plan for new housing development opportunities and initiatives to improve housing affordability and potentially generate new resources to fund below market housing within King County.

	The proposed scope of work and schedule for the work group shall be attached to the letter required by this proviso. The letter and scope of work required to be submitted by this proviso shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number.

	The letter shall be transmitted in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the policy staff director and the lead staff for the regional policy committee, the transportation, economy and environment committee and the health and human services committee, or their successors.

	The scope of work and schedule for the work group shall include the submittal of a strategic plan to the Executive and council by September 30, 2015.

Note:  As discussed with King County Council Members and Central Staff, the Executive is submitting an Affordable Housing Strategy Framework by the due date of September 30, 2015. The Executive will submit a complete Affordable Housing Strategy by December 31, 2015.

Executive Summary
This report responds to Proviso P2 requested in Ordinance 17941, Section 58 requesting an affordable housing strategy for King County. As noted above, the Executive is delivering an affordable housing strategy framework by the September 30th deadline, which includes the components outlined below.

· Housing Needs Assessment – A summary of affordable housing needs throughout King County focused on those populations with the greatest housing instability.

· Construction, Preservation and Management of Affordable Housing – An outline of the current entities involved in the development and management of affordable housing, including the private market, regional housing authorities, and nonprofits.

· Community Opportunities – A description of King County and other initiatives (including Communities of Opportunity, Best Starts for Kids, Sound Transit Expansion, and Seattle’s Housing Affordability and Livability Agenda committee (HALA)) and how they can be coordinated to address affordable housing issues.

· Inventory of Affordable Housing Resources – An initial group of promising affordable housing tools.

· Strategies and Initiatives– A description of initial strategies and initiatives that could be pursued prior to delivery of the final Affordable Housing Strategy in December 2015.

· Next Steps – A description of how the affordable housing strategy framework is translated into the final plan, including stakeholder outreach. 

The final affordable housing strategy will be delivered to the King County Council by December 31, 2015.
Introduction
King County is a dynamic, diverse region made up of many communities. Our county enjoys a 
ATworking to produce the commercial and residential products demanded by the local economy. However, this rapid growth also strains our region’s infrastructure, from roads to schools to parks. Nowhere is this pressure more acute than on housing.

To respond to rising cost of housing, King County is developing an affordable housing strategy. As a first step, the County Executive has developed an Affordable Housing Strategy Framework which identifies the housing need and discusses tools and current opportunities that can be used in developing additional affordable housing. 

As part of this process, the County Executive created an interbranch work group that includes the following members:

	· Josephine Wong, Department of Community and Human Services (DCHS)
	· Cheryl Markham, DCHS
	· Chandler Felt, Office of Performance Strategy and Budget 

	· Steve Andryszewski, DCHS
	· Betsy Jones, Executive Office
	· Beth Mountsier, Council Staff

	· Mark Ellerbrook, DCHS
	· Lauren Smith, Executive Office
	· Emmy McConnell, Office of Performance Strategy and Budget

	· Valerie Kendall, DCHS
	· Jonathan Swift, Office of Performance Strategy and Budget 
	· Karen Wolf, Executive Office



The workgroup analyzed the housing needs throughout King County, considered ongoing and new community opportunities, and reviewed existing and potential affordable housing resources. Taken together, the workgroup then considered how these opportunities and resources could be combined to create effective affordable housing strategies and initiatives. 

Following the delivery of the framework document, the workgroup will work with external stakeholders to develop the final affordable housing strategy. The strategy will refine how to use the various affordable housing tools to address the broad housing need, identify additional strategies, and lay out clear implementation steps for the various initiatives. 

Affordable Housing Need Assessment
Since 2000, King County’s population has grown by over 16 percent, adding nearly 300,000 residents. With local businesses expanding, this trend is expected to continue for the foreseeable future. 
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However, King County’s growth is not uniform across all areas. As of 2014, King County’s median household income was approximately $86,000. Broken into segments, area median income (AMI) for a family of four is as follows:

· 100 percent: 	$86,600
· 80 percent:  	$69,400
· 50 percent:  	$43,400
· 30 percent:	$26,040

As the following table demonstrates, there are subregional differences in income, with more low income households living in Seattle and South King County than in East King County.
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The Critical Need is for Rental Housing
Renter households make up approximately 40 percent of all households in King County. However, they make up nearly 70 percent of King County households earning less than 50  percent of area median income. With lower income and higher housing costs, renters are at higher risk of an adverse event negatively impacting their housing security.
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This situation is compounded by the rapid rise of rent. The following table shows how rents have increased in King County generally, by King County sub region, and as compared to Pierce and Snohomish Counties.
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On average, households earning 80 percent of area median income can only afford to live in South King County unless the household is able to obtain subsidized housing in other parts of the County (based on the U.S. Department of Housing and Urban Development (HUD) principle that housing affordability is no more than 30 percent of income used for housing related costs). For households earning 50 percent of area median income or below ($43,400, nearly 100,000 households), there is no subregional area in King County that is affordable.

The following table compares affordable rent (30 percent of income) at various income levels to the median rent for a one bedroom apartment in King County. The concept of affordable rent originated in the National Housing Act of 1937 and has increased over time to its current level of 30 percent (established in 1981). It is also important to note that the amount of money that can be dedicated to housing costs increases as household income rises.
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As can be clearly seen, the average one-bedroom apartment is out of reach for many households. Even for those benefitting from the recent increase in the minimum wage to $15/hour in SeaTac and Seattle, an affordable one-bedroom apartment is likely not attainable.

The Lowest Income Are the Most at Risk
Unsurprisingly, King County’s lowest income households face the greatest risk of housing instability. Nearly 50,000 households earning 30 percent of area median income (approximately Washington State’s minimum wage) are severely housing cost burdened (defined as paying more than 50 percent of income towards rent). An additional 14,500 households earning 50 percent of area median income are severely housing cost burdened. 
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Taken together, that is nearly 65,000 households that are unstably housed. With one adverse event, such as an illness, accident, or reduced work hours, many of these households would be at severe risk of homelessness. In fact, a 2012 study in the Journal of Urban Affairs found that a $100 rise in rents leads to a 15 percent increase in homelessness. 

There Are Subregional Differences
With over two million residents, King County communities have a broad range of housing needs. The following map shows the change in rent over the 10 years from 2005 to 2015. As can be clearly seen, Seattle, East King County, and South King County have experienced different changes in the rental market. While rent has increased everywhere in King County, rents in South King County have increased less than in other parts of King County. However, even within South King County, differences can be found, with Kent and Renton showing 10 year increases of 15 percent while Auburn, Federal Way, and SeaTac are closer to five percent. 
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Figures for cost burdened households also show subregional differences. Seattle has the highest number of severely cost burdened households while South King County has the highest percentage.
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Special Needs Demand Specialized Housing
Beyond the general population, households with special needs require specialized housing. These include households experiencing homelessness, disabilities, domestic violence, and seniors. 

In many cases, homelessness is a result of special circumstances. An individual or household may be faced with mental illness, chemical dependency, or domestic violence. Untreated or unresolved, these issues contribute to housing instability through loss of wages and/or erratic behavior, often leading to homelessness. The following table shows the results of the most recent King County Point-In-Time Homeless Count, completed in January 2015. 

	Population 
	Unsheltered 
	Emergency Shelter 
	Transitional Housing 
	Total 

	Families 
	- 
	983 
	2,063 
	3,046 

	Youth 
	133 
	268 
	388 
	789 

	Single Adults 
	3,179 
	1,307 
	243 
	4,729 

	 - Veterans
	109 
	288 
	271 
	668 

	 - Chronic 
	351 
	436 
	28 
	815 

	TOTAL 
	3,722 
	3,282 
	2,993 
	10,047 


In 2015, the One Night Count of homeless in King County revealed 3,772 individuals without shelter (21 percent increase from 2014). Another 6,275 homeless individuals were in emergency shelters and transitional housing, for a total of 10,047 homeless individuals throughout the County. Although temporarily housed, it is important to note that households residing in either shelter or transitional housing are not considered housed by HUD. Finally, these figures do not represent the many thousands of households that are marginally housed, living one adverse event away from homelessness.

Finally, the number of seniors in King County is on the rise. As the following graphic shows, there is a demographic bubble moving through the age curve. 
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King County will need a dramatic increase in the number of units designed to meet the needs of a senior population that is living longer and experiencing the mental and physical constraints of that longevity. 

The Affordable Housing Needs Summarized
The need for affordable housing is high throughout King County. However, certain populations are most at risk, including low income renters, households with special needs, and seniors. With cost and development pressures continuing to rise and limited affordable housing resources, where possible, King County should prioritize housing strategy for populations with the greatest need.

Construction, Preservation and Management of Affordable Housing
A variety of entities provide affordable housing opportunities throughout King County, including for-profit developers, regional housing authorities, and nonprofits (partnered with government funding). While each works across the spectrum of housing need, the three groups have a general affinity for specific populations. It is important to note that affordable housing for seniors is delivered by all groups based on income and need.

For Profit Affordable Housing Developers
In general, for-profit developers focus on the market from 60 percent of area median income ($52,000) to 100 percent of area median income ($87,000). These developers frequently utilize the four percent Low Income Housing Tax Credit, often coupled with Washington State tax exemptions, to create large developments of units targeted at the “workforce housing” population and seniors. Historically located throughout the region, with rising land and construction costs, these four percent projects are increasingly found on the periphery of King County. The for-profit four percent tax credit developers are sensitive to small changes in cost, whether for land, construction, or financing. 

Regional Housing Authorities
Within King County, the King County, Seattle and Renton Housing Authorities collectively house over 110,000 people and are the largest providers of low income housing assistance. Historically, the housing authorities have focused on households earning below 30 percent of area median income. The latter housing authorities also partner with non-profit developers to enable them to serve extremely low income households by “project-basing” Section 8 assistance, providing land and issuing bonds, and are key funders of the regional effort to end homelessness. All three Authorities are engaged in broader scale community revitalization, housing preservation activities, and workforce housing (up to 80 percent of AMI) overlapping on the low end of the income scale with nonprofits and with the for-profits on the upper end.  The Seattle Housing Authority and King County Housing Authority are both sophisticated entities with considerable experience in building and operating affordable housing.

Nonprofits
The third general category of affordable housing entity is nonprofits. Nonprofit organizations deliver a broad variety of affordable housing products, ranging from general affordable housing (with a focus on populations earning 30 percent AMI to 50 percent AMI) to specialized housing designed to meet the demands of special needs populations experiencing mental illness, domestic violence, chemical dependency, developmental disabilities and/or seniors (populations that may earn no or little income). Because of the high cost of constructing this type of housing, coupled with the lack of or low ability for the target populations to pay rent, the nonprofit affordable housing entities will partner with various public funders to defray both the capital and operating costs for the housing units. The nonprofits also access the valuable but complicated nine percent Low Income Housing Tax Credit program.

With these three general groups delivering affordable housing services, it is important to evaluate which entity or entities are potential partners for the various housing strategies and initiatives discussed below.

Strategic Opportunities
Beyond the traditional affordable housing entities described above, there exist a number of strategic opportunities that can be leveraged to benefit affordable housing. A partial list includes the following:

· Communities of Opportunity:  This is a multi-pronged effort led by King County and the Seattle Foundation designed to create greater health, social, economic, and racial equality in King County so that all people can thrive and prosper. Three communities have been selected for place-based investments, including White Center/North Highline, SeaTac/Tukwila, and Rainier Valley. Affordable housing strategies should be considered that can leverage the efforts currently underway in these communities. In addition, the Best Starts for Kids levy (if passed) will provide additional resources for these community efforts.

· Sound Transit Expansion:  In 2015, the Washington State Legislature approved legislation authorizing Sound Transit 3, the expansion of light rail to additional communities in King County. As part of the expansion, Sound Transit will be required to make affordable housing investments, both in the form of financial contributions and surplus property. The delivery of additional high capacity transit to King County provides a unique opportunity to ensure that all populations, including low income and those with special needs, are able to benefit from increased, affordable mobility.

· City of Seattle HALA Recommendations:  In July 2015, the City of Seattle’s Housing Affordability and Livability Agenda (HALA) Committee completed its report of over 60 recommendations to increase affordable housing in Seattle. The strategies range from direct financial assistance to development fees to expanded land use approaches to increase the supply of affordable housing. While the tools available to municipalities are different than those available to counties, a number of recommendations could be pursued by King County. The final Affordable Housing Strategy will include an analysis of which of the HALA strategies are feasible for implementation in the balance of King County.

In crafting effective affordable housing strategies and initiatives it will be important to integrate them into these existing community opportunities.

Affordable Housing Resources 
In considering new affordable housing initiatives and strategies it is important to discuss the resources available for the creation of affordable housing. These resources, either alone or combined with additional community opportunities, tools, legislation, and/or outreach, can then be used as the core for strategies and initiatives designed to spur the development of additional affordable housing. 

In general, affordable housing resources can be classified as either financial assistance or land use tools. Financial resources may be direct monetary grants or other forms of assistance for affordable housing or incentives designed to promote affordable housing development. Land use tools represent ways the land use code promotes certain development patterns, such as affordable housing. Listed below are forms of financial assistance and land use tools (either existing or new) that could be used as the core of an affordable housing strategy or initiative.





	Government Grants (Existing)

	Amount:  $7 million
	Population: 0 – 80 percent of AMI
	Focus: Special Needs, Veterans


King County currently receives approximately $7 million annually in federal, state, and local resources to support creation or preservation of affordable housing. These funds are made available through an annual competitive funding round (occurring in the fall) where sponsors propose capital projects that broadly align with King County funding guidelines. King County funds are generally combined with State funds and low income housing tax credits to fully fund a single housing project (generally ranging from 30 to 80 units). While it varies depending on location, King County funds generally represent approximately 20 percent of the entire development budget.


	Four Percent Low Income Housing Tax Credit (Existing)

	Amount:  Project Dependent
	Population: 0 – 80 percent of AMI
	General Low Income


Low income housing tax credits provide tax credits that can be used as capital to invest in low income housing projects. There are two types of affordable housing tax credits. The more valuable credit (nine percent) is allocated competitively by the Washington State Housing Finance Commission and is fully utilized every year. The four percent credit is non-competitive and although it does not yield the same amount of cash, it remains a valuable tool for affordable housing development.


	Lodging Tax Bonds (New)

	Amount:  $45 million
	Population: 30 – 80 percent of AMI
	Focus: General Low Income, Transit-Oriented Development


In 2015, the Washington State Legislature provided King County the authority to bond against future lodging tax revenue that will be designated for affordable housing beginning in 2021. These funds must be used for “work force housing” near transit.


	Regional Equitable Development Initiative (REDI) Fund (New)

	Amount:  Approx. $20 million
	Population: 30 – 80 percent of AMI
	Focus: General Low Income, Transit-Oriented Development


The REDI fund is designed to promote equitable development within transit communities in the central Puget Sound region. It will finance strategic acquisitions of both land and existing buildings to support the development and preservation of affordable housing and mixed-use projects designed to serve low and moderate income households within walking distance of transit. 






	Sales Tax Authority (new)

	Amount:  $7 million
	Population: 0 – 60 percent of AMI
	Focus: General Low Income, Special Needs


In 2015, the Washington State Legislature provided counties the opportunity to enact a 1/10th of one percent sales tax to fund affordable housing capital and operations and maintenance as well as mental health facilities and services. King County has this option for three years, after which cities can utilize the option. It is estimated that this option would generate approximately $50 million per year in King County.

The funds are for households at or below 60 percent AMI, targeted to persons with mental illness, veterans, seniors, homeless families with children, homeless youth, persons with disabilities, or domestic violence.


	Publicly Owned Property (Existing & New)

	Amount:  TBD
	Population: 0 – 80 percent of AMI
	Focus: General Low Income, Special Needs


King County government owns property throughout the county. Some of these parcels are surplus to County needs and could be used for affordable housing. Municipal governments are also land owners that could use publicly owned property as an affordable housing resource.

In addition, in 2015 the Washington State Legislature approved legislation authorizing Sound Transit 3. The legislation includes a provision requiring that 80 percent of the surplus land acquired by Sound Transit for the development of projects in Sound Transit 3 to be used for affordable housing. 


	Micro Housing  (New)

	Amount:  TBD
	Population: 0 – 30 percent of AMI
	Focus: Special Needs


Micro housing are small homes (typically 100-250 square feet) designed to fill a gap in accessible and affordable rental housing. The shortage of permanent, affordable housing options for homeless single individuals is acute and micro housing could be an effective strategy for addressing this gap, much more quickly and at a fraction of the cost. A typical apartment style unit designed for a formerly homeless household may cost as much as $300,000. Implemented as a replacement for single room occupancy housing, micro housing could cost in the neighborhood of $30,000 per unit. Services to meet the special needs of the formerly homeless would cost a similar amount at both the traditional apartment and micro housing unit.


	Multi Family Tax Exemption (Existing)

	Amount:  TBD
	Population: 0 – 80 percent of AMI
	Focus: General Low Income


The multi family tax exemption (MFTE) provides a tax incentive to developers of affordable housing. Depending on the location, number of affordable units, and length of affordability, the developer receives a property tax exemption. The exemption is designed as a savings to the developer that then allows for a lower rent. As implemented in Seattle, the majority of MFTE units benefit populations at 60 percent of area median income. Since this is a strategy controlled by the land use code, King County would only be able to implement it in unincorporated King County.


	Alternate Housing Models

	Amount:  TBD
	Population: 0 – 80 percent of AMI
	Focus: General Low Income


Through the land use code, King County can promote the use of alternate housing models that could create housing at a lower cost. Examples include apartment micro housing and detached accessory dwelling units. Increasing the supply of housing units should diminish pressure on rising rents. Similar to MFTE, King County can only implement these strategies in unincorporated areas.

Strategies and Initiatives
The affordable housing resources outlined above can be used individually for the development of affordable housing. However, combining the tools and resources together with strategic analysis, local or state legislation, and partnerships can create affordable housing initiatives that leverage a community’s assets and magnify positive outcomes.  

This section outlines two affordable housing initiatives that take advantage of publicly owned property to address the housing needs of the homeless and the low income. Also, over the course of the fall, through internal workgroup meetings and stakeholder outreach, additional strategies and initiatives will be identified and included in the final affordable housing strategy to be delivered to the County Council by December 31, 2015.

County-Owned Property and Micro Housing
Issue:  As previously discussed, on any given night in King County, over 10,000 individuals are homeless. These figures do not represent the many thousands of households that are marginally housed, living one adverse event away from homelessness. The reasons are myriad and range from mental illness and chemical dependency to the high cost of housing. An additional factor is the loss of single room occupancy (SRO) housing to redevelopment over the last 30 years. Although often less desirable for market rate owners, SROs provided a vital housing option for very low income households. SROs have largely disappeared in favor of newer apartment buildings and their loss is acutely felt by very low income households who have no options in the expensive King County apartment market.

Strategy:  Use County property for permanent micro housing connected to services.  

Under this model, the housing would function as permanent, SRO housing. Residents would have access to supportive services and could remain as long as necessary (or desirable). Contracted service providers would have measurable outcomes for residents. In addition to County-owned property, this model would require public funding for both capital and operating costs. However, a permanent affordable housing often costs in excess of the $300,000 per unit excluding services. Estimates for the cost of micro housing vary but one example of prefabricated steel framed modular structures has costs of approximately $30,000 per unit.

Next Steps:  Through a competitive RFP process, pursue one County site to pilot a permanent micro housing community, connected to supportive services, with measureable outcomes for moves to other (permanent) housing. 

Implementation of Lodging Tax Bond Authority
Issue:  As discussed in the prior section, the Washington State Legislature recently provided King County the authority to bond against future lodging tax revenue that will be designated for affordable housing beginning in 2021. These funds must be used for workforce housing near transit and represent a valuable new affordable housing resource. 

Strategy:  DCHS is exploring how to combine the bond funds (estimated to be approximately $45 million) with other affordable housing strategies to maximize its impact. 

Next Steps:  DCHS recently convened a work group to discuss use of the bond funds and intends to meet with this group during the fall to refine possible options.

Next Steps
Following delivery of the Affordable Housing Strategy Framework, DCHS will begin to refine the tools and strategies identified in this report. While the interbranch work group will continue to play a leading role, DCHS also intends to include external stakeholders in developing the recommendations that will be included in the final Affordable Housing Strategy. 
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