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SUBJECT

Today’s briefing will provide an introduction to the Regional Equitable Development Initiative (REDI) Fund in anticipation of legislation that is expected to be transmitted in early 2016.

SUMMARY

The Regional Equitable Development Initiative (REDI) Fund was developed as part of the Puget Sound Regional Council’s Growing Transit Communities project. The REDI Fund would be a revolving loan fund that would be used to purchase land and buildings near transit stations for workforce and mixed-income housing. 

The goal of the REDI Fund would be to ensure that there are housing opportunities for people of all income levels near transit stations, and, in particular to help prevent low- and moderate-income households from being displaced from transit-rich communities as land and housing near transit stations become more expensive.

To date, $21 million has been pledged to the REDI Fund from a combination of local cities, King County, the State of Washington, the King County Housing Authority, and two community development organizations, Enterprise Community Loan Fund and Living Cities.

The REDI Fund is proposed to be administered by Enterprise Community Partners.[footnoteRef:1] It would be established and governed through an interlocal agreement among the affected jurisdictions: King, Pierce, and Snohomish counties; the City of Seattle; and A Regional Coalition for Housing (ARCH), which includes the cities of Bellevue, Issaquah, Kenmore, Kirkland, Mercer Island, Redmond, and Woodinville. [1:  Enterprise Community Partners is the parent organization for a set of entities that lend funds, finance development and manage and build affordable housing. To date, Enterprise has invested $18.6 billion and helped create nearly 340,000 homes. Enterprise was established in 1982 by developer Jim Rouse.] 


[bookmark: _GoBack]The Executive is expected to transmit REDI Fund legislation, including a proposed interlocal agreement, in early 2016.



BACKGROUND 

Growing Transit Communities. In 2010, in recognition of the region’s $25 billion investment in expanded transit, the Puget Sound Regional Council (PSRC) convened a group of public, private, and community stakeholders to plan how these transit investments could help the region achieve the goals set by VISION 2040.[footnoteRef:2]  [2:  VISION 2040 is the region’s strategy for meeting accommodating the increase in population expected in the region by 2040. The Puget Sound Regional Council adopted VISION 2040 in April 2008. http://www.psrc.org/growth/vision2040 ] 


This effort was called Growing Transit Communities (GTC), and it was funded with a $5 million regional planning grant from the federal Partnership for Sustainable Communities.[footnoteRef:3] GTC developed an initial statement of purpose called the Growing Transit Communities Compact, which noted that the planned transit investments “present a once-in-a-lifetime opportunity to shape the region’s urban form and ensure that transportation improvements support sustainable development and foster vibrant, healthy neighborhoods for all.”[footnoteRef:4] The Compact articulated three goals: [3:  The Partnership for Sustainable Communities is an interagency partnership of three federal agencies: the Department of Housing and Urban Development (HUD), the Department of Transportation (DOT), and the Environmental Protection Agency (EPA), https://www.sustainablecommunities.gov/ ]  [4:  Growing Transit Communities Compact, http://www.psrc.org/assets/10017/GTCCompact.pdf?processed=true ] 


1. Attract more of the region’s residential and employment growth to high-capacity transit communities; 
2. Provide housing choices affordable to a full range of incomes near high-capacity transit; and 
3. Increase access to opportunity for current and future residents of transit communities. 

GTC then published a Growing Transit Communities Strategy that included 24 strategies in four areas: 

· Foundation Strategies recommended a regional and local framework for ongoing work to support transit communities;

· Strategies to Attract Housing and Employment Growth recommended actions to make urban places that are attractive to households and businesses, remove barriers to development, and support development in emerging markets;

· Strategies to Provide Affordable Housing Choices recommended actions to achieve the broadest range of affordability in transit communities; and 

· Strategies to Increase Access to Opportunity recommended actions to identify existing and potential new resources and tools to meet community needs, and build support for equitable transit communities.[footnoteRef:5] [5:  Growing Transit Communities Strategy, http://www.psrc.org/growth/tod/growing-transit-communities-strategy/ ] 



Equitable Transit Communities. As part of its work on strategies to increase access to opportunity and develop equitable transit communities, GTC analyzed housing demand and determined that approximately 17.5 percent of the expected growth in the region could be accommodated in the half-mile areas near light rail stations.[footnoteRef:6] However, it noted that this potential for increased development in transit-rich communities could result in higher prices for land and buildings, potentially displacing low- and moderate-income households. In fact, research conducted by Northeastern University concluded that, “a new transit station can set in motion a cycle of unintended consequences in which core transit users—such as renters and low income households—are priced out in favor of higher-income, car-owning residents who are less likely to use public transit for commuting.”[footnoteRef:7] [6:  Puget Sound Regional Council, A Regional TOD Fund: Ensuring That Transit Communities Grow Equitably, September 2012: 
http://www.psrc.org/assets/8674/TODFundWhitePaperReport12-17-12.pdf?processed=true]  [7:  Dukakis Center for Urban and Regional Policy, Northeastern University, Maintaining Diversity In America’s Transit-Rich Neighborhoods: Tools for Equitable Neighborhood Change, October 2010:
http://www.northeastern.edu/dukakiscenter/wp-content/uploads/2011/12/TRN_Equity_final.pdf] 


GTC studied options through which public housing authorities, non-profit housing developers, or public agencies could provide affordable housing in transit station areas and thus create opportunities for a mix of affordability levels. However, the research identified time as a significant challenge. Public agencies and non-profit developers need time – often several years – to assemble the needed funding to purchase land or buildings, typically competing for multiple funding sources that may have limited availability. In an environment in which land and building prices are appreciating and demand is high, organizations that cannot move quickly may not be able to compete. 

REDI Fund. The Regional Equitable Development Initiative (REDI) Fund was proposed as a solution to that problem. It would aim to promote the GTC goal of equitable transit communities by serving as a Transit-Oriented Development (TOD) revolving loan fund that could help bridge the time challenge faced in areas in which prices are increasing. The REDI Fund would be used in the “walkshed” areas near existing and planned high-capacity transit stations for:

· Preservation of existing property to enable the purchase of buildings where the existing market rate housing is affordable to low-income households but is expected to increase, or projects with expiring rental subsidies that could be renewed (such as Section 8 contracts). 

· Property acquisition for new housing development. 

Enterprise Community Loan Fund and Impact Capital developed a business plan framework[footnoteRef:8] for the REDI Fund, and public sector partners from around the region worked to raise public seed funds, attract private capital, and structure an operating model.  [8:  Enterprise Community Loan Fund and Impact Capital, Central Puget Sound Regional Equitable Development Initiative (REDI) Fund Business Plan Framework:
http://www.psrc.org/assets/11578/REDIFundFramework.pdf?processed=true] 


Initial Funding. As currently proposed, the REDI Fund would start with $21 million in funding secured from King County, the State of Washington, City of Seattle, King County Housing Authority, A Regional Coalition for Housing (ARCH), and two community development funds, Enterprise Community Partners and Living Cities. Funds would be organized into three tiers, with the public funds in the “top loss” tier earning zero interest and reducing risk for the private investors, thus enabling the fund to charge a lower blended interest rate (currently estimated at 3.87 percent). Table 1 shows the proposed structure for the fund.

Table 1. REDI Fund Proposed Structure 

	Tier
	Source
	Amount

	Top Loss
	A Regional Coalition for Housing (ARCH)
	$500,000

	
	King County
	$1,000,000

	
	State of Washington 
	$2,500,000

	
	City of Seattle
	$1,000,000

	Subordinate
	Living Cities
	$3,500,000

	
	King County Housing Authority
	$2,000,000

	Senior Debt
	Enterprise
	$10,500,000

	TOTAL
	
	$21,000,000



· ARCH funds will be provided by: Bellevue ($250,000), Issaquah ($36,500), Kenmore ($25,000), Kirkland ($120,000), Mercer Island ($11,500), Redmond ($50,000), and Woodinville ($7,000).

· King County’s contribution was appropriated as part of the 2015/2016 biennial budget (Ordinance 17941, Section 103, Housing Opportunity Fund). It requires funding within seven years for at least five units affordable to households at 50 percent of area median income and 15 units affordable to households at 30 percent of area median income.[footnoteRef:9] [9:  Currently, 50% of area median income for a family of four is $43,400 and 30% of area median income for a family of four is $26,040] 


· The State of Washington funds will pass through the PSRC to King County. The Executive has indicated the intention of transmitting an ordinance to provide appropriation authority for these pass-through funds as part of the mid-biennial budget package. These pass-through funds are to be used to support affordable housing near transit stations in the Sound Transit service area, which includes King, Pierce and Snohomish counties.

· The City of Seattle contribution has been appropriated from Housing Bonus Funds. It is limited to projects within Seattle and requires funding within five years for at least 10 units affordable to households at 80 percent of area median income within Seattle.[footnoteRef:10] [10:  Currently, 80% of median income for a family of four is $69,400] 


Affordability Requirements. At least 10 percent of the units in a project that receives a REDI Fund loan would be required to be “affordable” for 50 years, meaning the lower of:

· Rent or sales prices at least 20 percent below the average for the area; or
· Rent or sales prices affordable to households at or below 80 percent of area median income[footnoteRef:11] (though greater affordability will be encouraged). [11:  Eighty percent of Area Median Income for a family of four is currently $69,400] 


Geographic Distribution. The funds are proposed to be distributed as follows:

Table 2. REDI Fund Proposed Geographic Distribution

	Seattle
	38%

	East King County
	24%

	Balance of King County
	18%

	Snohomish County
	9%

	Pierce County
	12%


Note: Does not total 100% due to rounding 

Eligibility. The Fund is proposed to be available to housing developers and land banks, either for-profit or non-profit, providing they can comply with the affordability requirements.

Governance. The Executive is expected to transmit legislation in early 2016 with a proposed interlocal agreement among the partners that would cover governance and management of the REDI Fund.

NEXT STEPS

The Executive is expected to transmit legislation in early 2016 that would:

· Approve an interlocal agreement among the partners (King, Pierce, and Snohomish counties; the City of Seattle; and A Regional Coalition for Housing (ARCH), which includes the cities of Bellevue, Issaquah, Kenmore, Kirkland, Mercer Island, Redmond, and Woodinville) to implement and manage the REDI Fund; and
· Provide appropriation authority for the pass-through funds from the State of Washington.

LINKS

Growing Transit Communities Compact: http://www.psrc.org/assets/10017/GTCCompact.pdf?processed=true  

Growing Transit Communities Strategy:
http://www.psrc.org/growth/tod/growing-transit-communities-strategy/ 

Dukakis Center for Urban and Regional Policy, Northeastern University, Maintaining Diversity In America’s Transit-Rich Neighborhoods: Tools for Equitable Neighborhood Change, October 2010:
http://www.northeastern.edu/dukakiscenter/wp-content/uploads/2011/12/TRN_Equity_final.pdf 

Puget Sound Regional Council, A Regional TOD Fund: Ensuring That Transit Communities Grow Equitably, September 2012: 
http://www.psrc.org/assets/8674/TODFundWhitePaperReport12-17-12.pdf?processed=true 

Enterprise Community Loan Fund and Impact Capital, Central Puget Sound Regional Equitable Development Initiative (REDI) Fund Business Plan Framework:
http://www.psrc.org/assets/11578/REDIFundFramework.pdf?processed=true 
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1. Adrienne Quinn, Director, Department of Community and Human Services (DCHS)
2. Cheryl Markham, Program Manager, Housing and Community Development Division, DCHS 
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