
[image: image1.wmf]
Metropolitan King County Council
Growth Management and Unincorporated Areas Committee

Staff Report

	Agenda Item:
	4
	Name:
	Rick Bautista

	Proposed Ord:
	2005-0233
	Date:
	June 7, 2005

	Attending:
	Linda Peterson, Housing Program Manager, Department of Community and Human Services
	
	


SUBJECT:

An ordinance authorizing the King County executive to sign a new interlocal cooperation agreement with cities regarding the federally-funded Community Development Block Grant (CDBG) program.  
BACKGROUND:

King County annually receives Community Development Block Grant (CDBG) funds from the US Department of Housing and Urban Development (HUD) of $5 to $7 million per year, along with related federal housing and community development funds of about $4 million per year.
The primary objective of the CDBG program as set forth by congress is "the development of viable urban communities, by providing decent housing and a suitable living environment and expanding economic opportunities, principally for persons of low and moderate income." The CBDG program define persons who are low- and moderate-income as households earning less than 80% of the area median income, as determined by HUD, adjusted by household size. 

Federal regulations allow suburban cities which do not qualify for their own CDBG entitlement funds to participate with the county in an urban county consortium.   In order for the cities to participate in the King County CDBG Consortium, HUD requires them to enter into renewable three-year interlocal cooperation agreements with the county.  King County administers CDBG funds on behalf of the Consortium, which was established under an existing interlocal cooperation agreement between the county and suburban cities. NOTE:  The cities of Seattle, Bellevue, Kent and Auburn do not participate in the Consortium. 

Under the current agreement, the Consortium passes through a portion of the CDBG funds to 16 of the larger suburban member cities. Each of these “pass-through” cities allocates funds to meet locally identified needs and strategies. The portion of the funds available to meet needs in unincorporated King County and the smaller member cities is called the Unincorporated King County and Small Cities Fund. Portions of the Consortium's funds are also used to administer the CDBG program, for the Housing Repair Program, a regional program for subsidizing repair of homes for moderate and low income persons and for the Housing Stability Project, a regional homelessness prevention program. In addition, CDBG funds are used by the county for economic development projects which generate jobs for low- and moderate-income residents.
As part of the interlocal cooperation agreements, an inter-jurisdictional policy body named the Joint Recommendations Committee (JRC) was created to guide King County and the suburban cities on a wide range of housing and community development issues.  
In 2004, the JRC initiated a re-examination the Consortium’s structure because of the need to reduce administrative costs. The JRC recognized that the current structure added both complexity and duplication to a federal program that was shrinking and already very complex to administer.  It concluded the status quo could not be sustained.  

The JRC appointed a small inter-jurisdictional staff group with representatives from Shoreline, Redmond, Burien, and SeaTac, as well as King County to explore alternatives that would reduce administrative costs.  The Suburban Cities Association was informed of the JRC’s initiative and possible changes to the Consortium structure.

The staff group contacted other local CDBG urban counties, such as Snohomish, Pierce, and Clark, as well as several in other states, to learn about and develop several alternative models for shared funding to present to the JRC.  These alternative models included: 1) a Consortium-wide pool of funds, 2) a variation on the existing pass-through system, and 3) two pools allocated to separate sub-regions.
There was little or no support for the model of a Consortium-wide pool of funds.  The different areas of the Consortium are too varied and the decision-making seemed too far removed from the local level.  The variation on the existing pass through system received support but did not yield enough meaningful savings to justify the change.
Although there was broader support for the sub-regional model, there were concerns raised about moving away from the old pass-through system where funds (however small that they may have been) were guaranteed.  These concerns were addressed by the JRC by modifying the sub-regional model to place greater emphasis on participation of all jurisdictions in the project selection process.   Representatives from all participating jurisdictions would have a seat at the table in a sub-regional advisory group to the JRC on the selection of CDBG projects each year to ensure that residents of all geographic areas benefit fairly from the Consortium’s CDBG-funded projects and programs.  

SUMMARY OF AGREEMENT:

The following is a brief overview of the key elements of the proposed interlocal agreement:
Length of Agreement 
The agreement extends through the 2006, 2007, and 2008 program years.
Participating Cities (31) 

Algona, Beaux Arts, Black Diamond, Bothell, Burien, Carnation, Clyde Hill, Covington, Des Moines, Duvall, Enumclaw, Hunts Point, Issaquah, Kenmore, Kirkland, Lake Forest Park, Maple Valley, Medina, Mercer Island, Newcastle, Normandy Park, North Bend, Pacific, Redmond, Sammamish, SeaTac, Skykomish, Snoqualmie, Tukwila, Woodinville and Yarrow Point.

Use of Funds
Funds are to be used consistent with the goals and objectives of the Consolidated Plan and in accordance with the CDBG regulations at 24 CFR 570 and all other applicable federal regulations.

Distibution of Funds

The annual distribution of CDBG funds is proposed as follows:

· Up to twenty percent is set aside for planning and administration of the CDBG and related federal programs.  NOTE:  To the extent that is reasonable and feasible, some portion of this 20% is made available for reallocation to programs/projects within the new the sub-regions.

· Five percent is reserved for the Housing Stability Program, a public service activity in support of homeless prevention and in support of state GMA affordable housing requirements 

· Twenty-five percent is reserved for the Housing Repair program.  

Analysis: This aspect of the fund distributions remains unchanged from past agreements.
· Fifty percent and any remaining balance of the 20% planning and administration setaside, as well as any recaptured or prior year funds, will be divided between two sub-regions of the county based on each sub-region’s share of low-and moderate-income population.  The two sub-regions are:

· The North/East sub-region which consists of 20 cities: Beaux Arts, Bothell, Carnation, Clyde Hill, Duvall, Hunts Point, Issaquah, Kenmore, Kirkland, Lake Forest Park, Medina, Mercer Island, Newcastle, North Bend, Redmond, Sammamish, Skykomish, Snoqualmie, Woodinville and Yarrow Point.

· The South sub-region which consists of 11 cities: Algona, Black Diamond, Burien, Covington, Des Moines, Enumclaw, Maple Valley, Normandy Park, Pacific, SeaTac and Tukwila.

Analysis: The proposed sub-regional allocation method is a significant change from past interlocal agreements wherein CDBG funds were considered more like local funds.  The twelve larger suburban cities in the Consortium had discretion over their specific share of the funds to serve their own residents.  King County had discretion over another share of the funds to serve residents of unincorporated communities and the smaller suburban cities.  

During the development of the interlocal, some of the twelve larger subsurban cities expressed concerns that their residents would not benefit to the same extent if these cities had to compete in a sub-regional pool.  However, giving up the certainty of receiving a small share of the funds each year is the direct cost of gaining the opportunity to receive a much larger amount every few years.  The larger amounts allow for allocation of funding large enough to complete an entire project at once, rather than having to phase it over several years.  

The executive has stated that the new sub-regional pools will require less in administrative costs than the current “pass-through” system, with an estimated reduction of over $320,000 in administrative costs per year.  This would allow more of the CDBG funds to be spent on actual projects out in the community.  NOTE:  These administrative cost reductions are important because annual CDBG entitlement funds have not kept up with inflation over the years and the current federal budget climate point to additional cuts in CDBG and other housing and community development programs.  

In summary, the new sub-regional consortium structure proposed by the JRC in this interlocal agreement will save administration costs, allow more of the CDBG dollars to be made available for actual community projects, provide for more expeditious completion of projects and ensure that every participating city has a seat at the table during the project selection process.  

Joint Recommendations Committee

The agreement outlines the composition and role of the JRC.  While the composition and role remains essentially the same as in past, the agreement establishes new sub-regional advisory committees to JRC.   These sub-regional advisory committees consist of one representative from each participating jurisdiction in a sub-region and are convened to assist in the review and recommendation of projects and programs to be undertaken in that sub-region.  NOTE: The sub-regional committees are a direct result of the proposal to distribute funds through separate subregions versus the current “pass through” system.
KEY HUD DEADLINE:

There is a HUD deadline of August 5, 2005 for cities to sign and return the interlocal agreements.  Any city that does not sign by that time will be excluded from the King County CDBG Consortium, and these cities are too small to qualify for their own CDBG entitlements from HUD.  Timely consideration of this agreement is needed to give the various city councils adequate time for their review and consideration.

AMENDMENTS:  None
ATTACHMENTS:


1. Proposed Ordinance 2005-0233, with attachments
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