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STAFF REPORT

SUBJECT:  

Proposed Ordinance 2012-0347 would authorize the Executive to sign an Interlocal Agreement (ILA) with the City of Federal Way (City) to transfer unallocated Community Development Block Grant (CDBG) funds from the County to the City.

SUMMARY:

King County administers federal block grant funds, including Community Development Block Grant (CDBG) funds, for most of the cities and towns in the county through a countywide consortium. Until January 1, 2012, King County administered CDBG funds for Federal Way as part of this larger consortium. However, Federal Way is eligible to administer its own CDBG funds and its elected leaders have decided to do so. As a result of this change in status, King County and Federal Way wish to ask HUD to direct unallocated Federal Way CDBG funds from 2011 directly to Federal Way, rather than routing these funds through King County. Making this request requires an ILA between the County and the City, which the proposed ordinance would authorize. The proposed ILA would have no fiscal impact on King County. 

BACKGROUND:

Each year, the US Department of Housing and Urban Development (HUD) allocates Community Development Block Grant (CDBG)[footnoteRef:1] and HOME Investment Partnership (HOME)[footnoteRef:2] funds to communities around the country to fund housing and community development opportunities for low- and moderate-income households.  [1:  CDBG is a Federal block grant program intended to help develop viable urban communities by providing decent housing, a suitable living environment, and economic opportunities, principally for low- and moderate-income persons (households earning 80% of the median income or less). CDBG funds can be used for property acquisition; relocation and demolition; rehabilitation; construction of public facilities, such as water and sewer facilities, streets, school conversion, and neighborhood centers; energy conservation and renewable energy resources; and economic development and job creation activities. ]  [2:  HOME is a Federal block grant program used to create affordable housing for low-income households.] 


Locally, King County’s Department of Community and Human Services (DCHS) Community Services Division administers CDBG and HOME funds for most of the county’s cities and towns using a HUD-approved “consortium” model. This consortium model provides smaller jurisdictions with administrative support and efficiencies of scale, while allowing them to retain a level of autonomy about the use of federal housing and community development funds in their communities. 

The King County Consortium includes most of the cities in King County outside the City of Seattle.[footnoteRef:3] Cities have different types of membership in the Consortium depending on their size and population.  [3:  The City of Seattle receives its own CDBG and HOME funds directly from the federal government.] 


· HOME-only partners. Three cities (Auburn, Bellevue, and Kent) are qualified to administer their own CDBG funds, so partner with King County for HOME funds only. 

· Joint Agreement CDBG/HOME partners. Another three cities (Federal Way,[footnoteRef:4] Renton, and Shoreline) are also qualified to administer their own CDBG funds but choose to partner with the Consortium through a Joint Agreement with King County, under which they retain a portion of their CDBG funds to allocate to their own projects, but also contribute a portion of the funds to consortium-wide programs and administration. Joint Agreement members partner fully with King County for HOME fund allocation. [4:  As of January 1, 2012, Federal Way’s elected officials have chosen to administer the City’s CDBG funds on their own. Thus, Federal Way will be transitioning to become a HOME-only member of the King County Consortium.] 


· Full CDBG/HOME partners. Most of the remaining cities and towns in King County (a total of 28) partner with the Consortium for both CDBG and HOME funds. These cities partner to distribute CDBG and HOME funds regionally and sub-regionally to the north/east and south sub-regions.

The King County Consortium is established through Interlocal Agreements between King County and the local governments. [footnoteRef:5] A Joint Recommendations Committee (JRC), which is made up of local officials, meets regularly to review and discuss specific funding recommendations and to provide advice on guidelines and procedures for the Consortium. The JRC is chaired by Ava Frisinger, Mayor, City of Issaquah. [5:  King County Code Section 24.13.010] 


The City of Federal Way (City) was a Joint Agreement member of the Consortium through the end of 2011. It was eligible to administer its own CDBG funds, but chose to have them administered by the Consortium. As of January 1, 2012, however, the City’s elected officials chose to change the City’s status to become a direct CDBG entitlement jurisdiction. That means the City now receives its CDBG funds directly from HUD and no longer participates in the King County Consortium for CDBG allocations, although it will continue to participate as a HOME partner. Nothing has changed in Federal Way’s situation to prompt this change in status; the elected leaders of the City simply chose to make this change so as to be able to direct the City’s CDBG allocation on their own. 

Although the City will no longer be a CDBG partner in the consortium, Federal Way has an unallocated fund balance of CDBG funds in the amount of $349,420 from the 2011 HUD block grant. Executive staff and the City wish to request that HUD transfer this unallocated balance directly to the City, rather than having it routed through the County and then on to the City.

The proposed ordinance would facilitate the transfer of funds, by authorizing an Interlocal Agreement (ILA) between King County and the City. The ILA would:

· Request that HUD transfer $349,420 from the County’s line of credit to the City’s line of credit.[footnoteRef:6] (ILA §1) [6:  The ILA will suffice as the formal request for HUD to change its distribution process for these unallocated funds. No other process is needed.] 


· Require the City to accept all obligations and responsibilities for administering the funds after the transfer, including following HUD regulations to develop and amend a Consolidated Housing and Community Development Plan, and require the City to fully indemnify the County. (ILA §2, 4, 6)

· Require the County to retain all obligations and responsibilities, including audit responsibilities, for funds that were expended before the transfer. (ILA §3)

· Allow the City to retain any program income that results from activities funded with the transferred funds, and allow the County to retain program income that results from program activities prior to the transfer. (ILA §5)

The ILA will take precedence over earlier CDBG cooperation agreements. 

ANALYSIS:

The proposed ILA will recognize the City of Federal Way’s choice to become a direct CDBG entitlement jurisdiction and provide a mechanism to transfer unallocated funds from 2011 directly to the City. The transfer will relieve King County of the responsibility for administration and oversight of these funds. The proposed ILA will have no effect on King County’s budget, since the funds are unallocated. The funds in the transfer agreement will no longer come through the County at all. The funds will be allocated directly from HUD to the City of Federal Way.

In the past, as a Joint Agreement City, Federal Way had the power to run their own process for a portion of their CDBG funds (the remaining funds were contributed to consortium-wide projects), and to choose a limited number of projects for awards. For capital projects funded with these funds, King County prepared the project contracts and was responsible for meeting all the HUD activity delivery requirements. Federal Way’s City Council was the designated entity to approve their awards – the City Council then reported their information to King County, which in turn prepared all the HUD-required reports and plans. King County had to monitor Federal Way to ensure the City was following proper processes in approving awards. In the future, King County would have no involvement in Federal Way’s CDBG allocation. The funds would be disbursed directly from HUD, and Federal Way would be solely responsible for approving projects and meeting HUD reporting requirements. The same would be true for the unallocated funds that would be transferred through this ILA – King County would not be responsible for allocation, contracting, or reporting for these funds.

The proposed ILA is based on the already-existing tiers of participation in the King County Consortium. After signing the ILA, Federal Way would change from a Joint Agreement partner to a HOME-only partner, joining the three other cities with this status.

The Federal Way City Council has approved the ILA. Minutes from the City Council’s August 7, 2012 meeting are attached (Attachment 3).

REQUEST FOR EXPEDITED ACTION:

The proposed ordinance was transmitted to the Council in late August. Council action is needed by September 30, 2012 to allow HUD to take the next step in accomplishing the transfer of the unallocated funds to Federal Way. The Federal Way City Council has approved the ILA. Pending committee approval, the proposed ordinance would be considered at the September 24, 2012 Council meeting.


ATTACHMENTS

1. Proposed Ordinance 2012-0347 and attachments
2. Transmittal Letter dated August 14, 2012
3. Minutes from Federal Way City Council, August 7, 2012 (ILA is Item 6d)
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