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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	7
	Name:
	Mary Bourguignon and Patrick Hamacher

	Proposed No.:
	2016-0276
	Date:
	June 22, 2016



SUBJECT

Proposed Motion 2016-0276 would acknowledge receipt of a Transit-Oriented Development Bond Allocation Plan.  

SUMMARY

In 2015, the Washington State Legislature passed the Workforce Housing Bill,[footnoteRef:1] which gives the County the ability to issue revenue bonds without seeking voter approval to finance housing within one-half mile of a transit station for households between 30 and 80 percent of area median income.[footnoteRef:2] These bonds would be backed by a portion of post-2021 hotel/motel (lodging) tax revenues. The state law requires that these bonds must be limited to half the tax revenue collected. It also requires that at least 10 percent of the bond proceeds must be used by a community and preservation development authority chartered under RCW 43.167.  [1:  Substitute House Bill 1223, Enacted as Chapter 102, Laws of Washington 2015]  [2:  This income range is approximately between $27,000 and $69,000 for a family of four] 


The Executive’s transmitted Bond Allocation Plan proposes that the County bond approximately $48 million for affordable housing.

Amendment 1 is based on updated revenue forecasts and debt service modeling. It proposes that the County issue a total of $87 million in revenue bonds to be backed by the future hotel/motel tax revenues. It would allocate these bond funds as follows:

· All County: $42.3 million for projects within one-half mile of a transit station.
· Northgate: $10 million for a project or projects at the Northgate Transit Center.
· South County: $10 million for projects near the Des Moines or Federal Way transit stations.
· Bel-Red: $10 million for projects near Bel-Red Corridor transit stations.
· [bookmark: _GoBack]Seattle South Downtown: $14.7 million total, of which $8.7 million would be dedicated to the Historic South Downtown Public Development Authority, $3 million for the Pacific Tower affordable housing project, and $3 million for affordable housing near Othello Station.

BACKGROUND 

Lodging Tax Uses. RCW 67.28.180 authorizes the County to levy a two percent hotel-motel (lodging) tax.[footnoteRef:3] The allowed uses for that tax vary over time: [3:  RCW 67.28.180(1)] 


· From 2013-2015, all revenues were to be used to retire the debt on the Kingdome, with any additional revenues if the Kingdome debt was retired before the end of 2015 to be dedicated to arts and culture.[footnoteRef:4] Because the Kingdome bonds were able to be retired in March 2015, the remaining revenues through the end of 2015 were used to back the bonds used for the Building for Culture program.[footnoteRef:5]  [4:  RCW 67.28.180(3)(b)]  [5:  Ordinances 18179, 18180, 18181] 


· From 2016-2020, all revenues are to be dedicated to the football stadium and exhibition center.[footnoteRef:6] [6:  RCW 67.28.180(3)(c)] 


· After January 1, 2021, revenues will be allocated as follows:
· 37.5 percent to arts and cultural purposes;
· 37.5 percent to affordable workforce housing near transit stations or for services for homeless youth; and
· 25 percent for capital or operating programs that promote tourism and attract tourists to the county, including arts, heritage, and cultural events.[footnoteRef:7]  [7:  RCW 67.28.180(3)(d), RCW 67.28.180(3)(h)(ii)] 


Workforce Housing Bill. In 2015, the Washington State Legislature passed the Workforce Housing Bill,[footnoteRef:8] which gives the County the ability to issue revenue bonds without seeking voter approval to help finance workforce housing within half a mile of a transit station.[footnoteRef:9] These bonds would be backed by revenues from a portion of the hotel/motel (lodging) tax that will become available in 2021. The Executive’s transmitted Bond Allocation Plan (Proposed Motion 2016-0276) proposes to issue $48 million in bonds between now and 2021. [8:  Substitute House Bill 1223, Enacted as Chapter 102, Laws of Washington 2015]  [9:  As defined in RCW 67.28.180 / RCW 9.91.025] 


Workforce housing is defined as being affordable for a single person or household with income between 30 and 80 percent of area median income.

The Workforce Housing Bill applies to the 37.5 percent portion of tax revenues (see above) to be dedicated to affordable workforce housing and services for homeless youth after 2021. It allows the County to issue revenue bonds against these anticipated revenues with the following provisions:

· Bonds are to be used to finance loans or grants to non-profit organizations or public housing authorities, for projects that can spend the funds within three years after issuance of bonds;

· The total debt service on the bonds is limited to half of the of the total revenues collected through the 37.5 percent portion, with the remaining half of the revenues only available to be spent as they become available in 2021 and beyond; and

· At least 10 percent of the bonds issued must be committed to finance one or more projects by a community preservation and development authority[footnoteRef:10] to promote sustainable workplace opportunities near a community affected by tourism-related facilities.  [10:  Chartered under RCW 43.167] 


Executive Transmittal. In response to the authority granted by the Workforce Housing Bill, the Executive developed and transmitted Proposed Motion 2016-0276, which would acknowledge receipt of a Transit-Oriented Development Bond Allocation Plan. The Executive’s transmitted plan proposed issuing $48 million in bonds. The Budget and Fiscal Management Committee was briefed on the Executive’s transmitted plan on June 8, 2016.

ANALYSIS

Amendment 1. Since the June 8, 2016, committee meeting, in response to suggestions made by Councilmembers as well as additional modeling that has been conducted using the March 2016 financial forecast,[footnoteRef:11] the Chair has proposed Amendment 1 to Proposed Motion 2016-0276. Amendment 1 would make changes to the transmitted Transit-Oriented Development Bond Allocation Plan.  [11:  Issued by the King County Office of Economic and Financial Analysis] 


(See Attachment 2 for Amendment 1 and the amended Attachment A, the Transit-Oriented Development Bond Allocation Plan; Attachment 3 for a red-line version of the Bond Allocation Plan showing the changes Amendment 1 would make from the transmitted version; and Attachment 4 for a matrix summarizing these changes.)

· Amount Proposed for Bonds. As noted above, the Workforce Housing Bill restricts the amount to be bonded to the amount of debt service that could be covered by half of the 37.5 percent of the lodging tax for workforce housing that will become available beginning in 2021.

Amendment 1 proposes that up to $87 million in revenue bonds could be issued. This estimate is based on modeling that assumes that the County would use interfund loans or bond anticipation notes and not issue revenue bonds until 2021, so as to minimize interest costs; that the bonds would have a 20-year term; that the bonds would be taxable (although it is possible that some portion of the bonds could be tax-exempt); and that the bonds would carry an interest rate of 2.75 percent (which is approximately 50 basis points higher than if the bonds were sold today).

· Geographic Distribution and Timing. Amendment 1 would allocate the bond funds throughout the County through a combination of all-county and geographically-targeted RFP processes. Amendment 1 clarifies that the County would attempt to achieve geographic equity with the bonds. In all cases, projects to be funded that are located within one-half mile of any Light Rail, RapidRide, Bus Rapid Transit (BRT), Sounder station, or a key transfer point for varying transit modes should be prioritized.

Table 1: Amendment 1 vs. Transmitted Plan
Proposed Transit-Oriented Development Bond Allocation

	Location
	As Transmitted
	Proposed: Amendment 1
	Amendment 1:
Proposed Allocation
	Timing*

	All County
	$10 million
	$42.3 million
	Anywhere within a half mile of a transit station (see above)
	Summer 2016

	Northgate
	$10 million
	$10 million
	Redevelopment of seven acres of surplus County property at Northgate Transit Center
	Fall 2016

	South County
	$10 million
	$10 million
	Projects within half mile of:
· Des Moines light rail station
· 272nd Ave SW light rail station / S 272nd/Highway 99 BRT (Federal Way)
	Summer 2017

	Bel-Red Corridor
	$10 million
	$10 million
	Projects within half mile of transit stations in the Bel-Red corridor
	Summer 2017

	South Downtown, Beacon Hill, South Seattle
	$8 million
	$14.7 million
	· $8.7 million for Historic South Downtown PDA
· $3 million for Pacific Tower project
· $3 million for Othello Station housing
	TBD


*The Plan, as amended, notes that the County anticipates that multiple RFPs would be conducted until sufficient projects have been identified to allocate all funds

As Table 1 indicates, the County would hold competitive procurement processes in a rolling fashion, with All County and Northgate projects solicited beginning in 2016; and South County and Bel-Red projects solicited beginning in 2017. 

· Special populations. Amendment 1 would add a preference for project proposals that will serve populations that have been identified as being in particular need, including but not limited to lower income households between 30 and 50 percent of area median income (although projects serving the full range of households permitted by the State law between 30 and 80 percent of area median income will be considered), veterans, survivors of domestic violence, people with developmental disabilities, households that are at risk of homelessness, or individuals re-entering the community after incarceration.

· Leveraging. The Executive’s transmitted Bond Allocation Plan would limit the ability of projects to leverage funding from other funding sources. Amendment 1 would remove this limitation and encourage projects to leverage from all available funding sources, including the Regional Equitable Development Initiative (REDI) Fund, the Washington State Housing Trust Fund, the Washington State Housing Finance Commission four percent and nine percent Low Income Housing Tax Credits, and other funding sources.

AMENDMENTS

Amendment 1, as described above, would amend the transmitted Transit-Oriented Development Bond Allocation Plan. It would:

· Increase the amount of revenue bonds to be issued to $87 million and specify that interfund borrowing or bond anticipation notes can be used;
· Clarify the location of affordable housing projects to be prioritized as those that are within one-half mile of any Light Rail, RapidRide, Bus Rapid Transit (BRT), Sounder station, or a key transfer point for varying transit modes;
· Clarify that additional RFPs will be conducted if sufficient projects are not identified;
· Clarify that approval of interfund borrowing and bond issuance will be carried out following the procedures outlined in Code;
· Add a preference for project proposals that will serve populations that have been identified as being in particular need, including but not limited to lower income households between 30 and 50 percent of median income (although projects serving the full range of households permitted by the State law between 30 and 80 percent of area median income will be considered), veterans, survivors of domestic violence, people with developmental disabilities, households that are at risk of homelessness, or individuals re-entering the community after incarceration;
· Note that the County will strive for geographic equity with the bonds;
· Allow projects to leverage all other housing funding sources;
· Increase the amount for all-county project proposals to $42.3 million;
· Increase the amount of funding available for the Historic South Downtown Public Development Authority to $8.7 million;
· Specify that $3 million will be reserved for the affordable housing project at Pacific Tower; and
· Add $3 million to affordable housing near the Othello Link light rail station.




ATTACHMENTS

1. Proposed Motion 2016-0276 and Attachment A
2. Amendment 1 and Attachment A
3. Red-Line of Attachment A to Amendment 1
4. Matrix summarizing changes in Amendment 1
5. Transmittal Letter

INVITED

1. Mark Ellerbrook, Regional Housing and Community Development Manager, Department of Community and Human Services
2. Dwight Dively, Director, Performance, Strategy and Budget
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