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REVISED STAFF REPORT
As reported out of the Budget and Fiscal Management Committee

Proposed Substitute Motion 2004-0380 passed out of committee with a “Do Pass” recommendation.  The substitute motion will authorize the executive to apply for a federal loan to help finance the county’s commitment to the redevelopment of Park Lake Homes.  The motion was changed in committee to include minor language changes requested by the executive and the KCHA.  
SUBJECT:
A MOTION authorizing the executive to initiate the loan application process with the United States Department of Housing and Urban Development (HUD) to defray the cost of capital infrastructure to fund the redevelopment of Park Lake Homes, a King County Housing Authority facility located in White Center.  
BACKGROUND:

King County Housing Authority

The King County Housing Authority (KCHA) was created in 1939 and operates pursuant to the State Housing Authorities Law (RCW 35.82) and the Housing Cooperation Law (RCW 35.83).  KCHA is a municipal corporation created specifically to provide affordable housing and related services.  The Authority administers a broad range of federally and locally financed housing programs that serve a variety of housing needs.  KCHA’s jurisdiction encompasses an area of over 2,000 square miles, including all of King County outside of the city of Seattle and Renton.  
Park Lake Homes

The Park Lake Homes community is located in King County’s urban unincorporated area south of Seattle in White Center.  It was built during World War II and was originally used to temporarily house wartime civilian defense workers.  The site has since served as affordable housing for county residents at low to moderate income levels and is overseen by the KCHA.  The KCHA administers a range of affordable rental and homeownership programs in the county, serving more than 13,000 households.  Park Lake Homes is considered KCHA’s largest and oldest public housing development.  
KCHA has been working toward a total redevelopment of the community to be known as “Greenbridge”.  This revitalization will include new mixed-use housing, community facilities, and infrastructure development such as streets, water lines, sanitary sewers, and storm drainage.  KCHA has spent the last several years securing project financing.  The total project cost is estimated at $233 million.  The KCHA is overseeing $198 million for the redevelopment that will be funded from public and private funds - including a $35 million federal Hope VI grant.  Attachment 6 to the staff report maps the total funding sources envisioned for the project.  
Hope VI Grant
The United States Department of Housing and Urban Development (HUD) provides grant funding to transform severely distressed public housing called the HOPE VI Grant Program.  A competitive process for selecting grant recipients was conducted by HUD in 2001 based on the effectiveness of applicant’s public housing revitalization plans.  HUD received 66 requests for funding.  The KCHA was one of only 16 applicants that were funded.  On September 27, 2001 HUD awarded a $35 million Hope VI grant to KCHA to transform the Park Lake Homes public housing development into a mixed-income community and to revitalize the surrounding community.  The community will be called Greenbridge.  
Greenbridge

The community will be centered on Eighth Avenue Southwest where a variety of services will surround a community plaza.  There will be a mix of housing types including cottages, townhouses, single-family houses and apartment buildings.  The renters and homeowners will be interspersed throughout the site.  Greenbridge is envisioned as a community-oriented development and is expected to include a library, community center, youth and family facilities, a Head Start and child care facility, sheriff’s office, food banks and neighborhood retail uses.  
The first scheduled development at the site was the construction of a new White Center Heights Elementary School which has been completed.  Demolition of a portion of the buildings on the site is set to begin in 2005, with the first units ready for occupancy in late 2006 or early 2007.  Provision has been made for relocation of existing residents prior to construction.

As described on the KCHA website, the Greenbridge Project will: 

· Replace 569 units of severely distressed public housing with a new 900-1100 unit mixed-income community.  The new community will feature 300 units of housing affordable to the same population that lives at Park Lake Homes now, 200-400 units of workforce rental housing and 200-400 for-sale homes.  This new housing will include a range of housing types to suit seniors, adults with disabilities, large families, low to moderate-income renters and first-time homebuyers.  

· Reorganize the community around parks and open spaces.  A variety of services and facilities are being planned which may include the following: 

· New Head Start and child-care facility 

· Expanded career development center 

· Additional community gathering spaces 

· Library 

· Improved streets, sidewalks, landscaping, pedestrian paths, bike trails and parks, all of which will serve to reintegrate the Park Lake neighborhood into White Center 

· In partnership with the community and service providers, develop an expanded set of programs to promote education opportunities, community development, economic self-sufficiency and wage progression for residents of Park Lake and the surrounding community.  

ANALYSIS:

King County Commitment to Greenbridge 
As part of the 2001 KCHA application process for Hope VI grant funding, the Executive, in a letter to HUD dated June 20, 2001, promised $10 million in King County capital funds to demonstrate local public commitment to the project.  In addition, the Executive pledged credit enhancement for KCHA bonds issuance, if needed, as well as the utilization of county owned property bordering the site for open spaces, pedestrian trails, and surface water retention facilities.  Attachment 4 is a copy of this letter.  
This commitment was not formally approved by council passage of legislation in 2001.  However, it should be noted that the county has consistently supported the KCHA and the project.  The council approved Ordinance 14662 which selected Greenbridge as one of three experimental developments for the county’s Built Green Demonstration Project to showcase environmentally friendly development.  The council also authorized the Consolidated Housing and Community Development Plan in Motion 11218 that prioritized the application for the Hope VI grant to redevelop Park Lake Homes
.  
In addition, the 2004 annual budget, as amended, includes capital fund appropriations for the Hope VI project.  In 2004, $850,000 has been appropriated in capital funds for the project.  The six-year capital plans included in the budget reflect a current commitment level of $5,500,000 to the project.  It is anticipated that the Executive will include funding allocations in the 2005 Proposed Budget to reflect the original $10 million commitment made in 2001.  In general, fund impacts are estimated to be:

· Roads
$ 3,000,000
· Water & Land Resources
$ 1,000,000

· REET (Parks)
$ 1,000,000

· Housing Opportunity (HOF)
$ 1,500,000

· CDBG
$ 1,500,000

· Other Housing funds
$ 2,000,000
TOTAL
$10,000,000
The following table details the appropriations currently approved by the council for the Greenbridge project:
2004 Budget Appropriations for Greenbridge
	Fund/Project
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Roads 3860 / 300504

	Park Lake Homes Roadway Improvements
	150,000
	1,000,000
	1,850,000
	0
	0
	0
	3,000,000

	SWM 3292 / 0B1627

	Park Lake Homes “HOPE VI” Grant Cost
	200,000
	200,000
	200,000
	200,000
	200,000
	0
	1,000,000

	Parks 3160 / 316420

	HOPE VI
	500,000
	200,000
	200,000
	200,000
	200,000
	200,000
	1,500,000

	
	
	
	
	
	
	
	

	TOTAL
	850,000
	1,400,000
	2,250,000
	400,000
	400,000
	200,000
	5,500,000


Permitting
The KCHA has also been working through the permitting process for the development.  The final Environmental Impact Statement (EIS) was released on May 3, 2004.  On July 16, 2004, the preliminary plat approval was issued by the county’s Hearing Examiner’s Office (PO 2004-0266).  Also issued on July 16th, was the Hearing Examiner’s recommendation on a road vacation petition.  This blanket road vacation was approved by the council in Ordinance 14975 and resolves a number of issues including unclear title and uncertainty of right-of-way location.  The road vacation will allow Greenbridge to create a new roadway system that will best serve the proposed development.  
Schedule

Per the KCHA Greenbridge website, the general schedule for the project is as follows:

Master Planning
October 2002 -- June 2003


School Construction
July 2003 – September 2004


Entitlement and Environmental Clearance
May 2003 – December 2004


Stage 1, 2, and 3 Relocation
June 2004 – December 2006


Phase I, II, and III Infrastructure Construction
January 2005 – October 2008


Home Construction
June 2005 – August 2012


Home Occupancy
July 2005 – November 2012

The planning and school construction has already been completed.  The property will be developed in several phases, as listed above.  The plans allow for the build-out of streets and utilities prior to initial building construction.  In addition, temporary storm water retention areas will be developed prior to permanent bio-swales that will be built during later stages of construction.
The most crucial stage for the county will be the infrastructure needed for the development.  The KCHA plans to begin infrastructure development in 2005 and consequently has a strong financial need to receive the majority of the promised county capital funds as soon as possible.  Half of the entire project infrastructure should be completed in 2005.   
Funding the County Pledge
In addition to the planning and permitting needed to redevelop the area, KCHA has worked to secure financing for Greenbridge.  Of the total $233 million cost, $198 million will be funded from public and private funds.  One of the funding sources is the $35 million HUD Hope VI grant approved in 2001.  As noted previously, the county pledged $10 million in capital funding to illustrate local support for the award.  Proposed Motion 2004-0380 represents the executive’s proposed financing approach to meet the funding commitment needed by KCHA in 2005 to begin infrastructure development.  
As noted earlier in this report, the county council has already approved some expenditure authority for Greenbridge.  $850,000 is earmarked for expenditure this year.  It is expected that some of the expenditure authority will be reallocated in the proposed 2005 budget.  Proposed Motion 2004-0380 would authorize the executive to apply for a HUD Section 108 loan and, if needed a float loan, to finance the $10 million total county commitment.
The executive is proposing that the county, as a community development block grant (CDBG) eligible government, borrow federal funds to finance the county pledge through a HUD Section 108 loan, and possibly a float loan.  Section 108 loans are straight forward loans.  A float loan allows the county to “float” previously allocated, but unspent CDBG funds to projects that are ready to be undertaken.  
Section 108 loans can be approved at a nominal interest rate for a period up to twenty years.  The executive is proposing a ten year financing period.  The county’s community development block grant (CDBG) funding would “secure” the loan.  Historically, the county manages federal housing and community development funding and acts as a pass through-agent for CDBG funds.  The 2004 budget included $8.9 million from CDBG funds.  Of that amount approximately $3 million is designated for unincorporated communities and small city funds.  This unincorporated communities portion of the funding is the amount that would provide “security” for the Section 108 loan.  
The county CDBG share is normally directed for (1) community facility redevelopment, (2) housing repair, or (3) public improvements within the county, which are discretionary and diverse.  As an example, this year a portion of the funding was used for roads in White Center and for a water system in Black Diamond.  Should designated capital funds and CDBG funds not be available to meet the debt service obligations for repayment of the loan, the county’s full faith and credit are ultimately responsible.  Therefore, the general fund would be responsible for loan repayment should planned capital funds and CDBG funds become unavailable.  Historically, federal CDBG funds have been awarded to King County annually since 1976.  Although CDBG funding has been consistent and available to the county for thirty years, should this federal support evaporate, the CX fund would ultimately be responsible for repayment of the loan.  
The section 108 loan would act as an immediate revenue source for the county.  The contributing county agencies – roads, water and land resources, parks, and housing and community development – would be responsible for debt service on the loan from their funding sources.  Although these capital programs will be impacted, the use of a loan would significantly lessen the impact on these agencies’ budgets because they would have the ability to payback their contribution through debt service over a number of years.  Each agency’s payment will be consistent with their funds statutory restrictions and county policy.  

Timelines

The timelines for application for Section 108 loans is approximately six months.  Should the county opt to apply for a float loan, the process would take approximately three months.  Final loan documents will require council approval.  Usually the council review process takes a minimum two to three months.  
Attachment 5 was prepared by executive staff and shows the anticipated funding process for Greenbridge.  The process includes review and approval by the Joint Recommendations Committee
 which is the inter-jurisdictional policy body for King County and the suburban cities on a wide range of housing and community development issues.  However, the King County Council is the overarching policy body that approves these agreements.  Because the infrastructure funding is needed by KCHA in 2005 for Greenbridge to move forward, the executive is asking to immediately initiate the loan application process.  
Unincorporated Areas in King County
The Greenbridge development is located in King County’s urban unincorporated area south of Seattle in White Center.  King County government serves as the local service provider for unincorporated areas within the county.  
The Growth Management Act (GMA)
 directs counties to prepare comprehensive land use plans.  The King County Comprehensive Plan is the guiding policy document for all land use and development regulations in unincorporated King County.  In addition, the county and cities within its boundaries develop Countywide Planning Policies (CPPs) to meet the GMA requirements and to coordinate planning among all of its jurisdictions.  The CPPs envision that all unincorporated areas within the UGA will be incorporated or annexed by cities by 2012.  
STRIKING AMENDMENT

After transmitting the legislation, the executive received input from KCHA regarding the proposed motion.  KCHA suggested certain minor language changes to clarify the motion.  The executive agrees with the proposed language and has requested that these changes be incorporated and included in the final version considered by the council for approval.  Consequently, the chair of the committee has directed that a striking amendment be prepared to incorporate the suggested language.  
REASONABLENESS
The proposed motion authorizes the executive to apply for a federal loan.  If the application is approved, loan documents will be forwarded to the council for review and approval.  The executive states that detailed budget data that sets forth the type of loan, loan amount, county agency expectations, and exact debt service amounts will accompany the actual documents.  
The executive has also stated that the proposed 2005 budget will include appropriation authority for Greenbridge.  The proposal to obtain a loan from HUD would provide affected county agencies a long term financial solution to short term need and commitment – thus alleviating immediate stress on these funds.  In addition, KCHA would be able to move forward with the scheduled 2005 infrastructure development through funding pledged by the county.  
County financial support of the Greenbridge redevelopment would maintain the county responsibility as a local service provider, further the commitment to affordable housing, and uphold the current policies for unincorporated county areas.  If the committee is comfortable with the loan repayment assumptions outlined by the executive, approval of the striking amendment to apply for a HUD loan would constitute a reasonable business decision.

INVITED:

· Steve Call, Director, Office of Management and Budget (OMB)
· Mike Thomas, Senior Policy Analyst, OMB

· Linda Peterson, Program Manager, Housing and Community Development, DCHS

· Steve Norman, Director, KCHA

� It should also be noted that the council has authorized the executive to enter into contracts with the KCHA for law enforcement services within the housing complex.  





� The Joint Recommendations Committee was created through the interlocal cooperation agreements that formed the King County Community Development Block Grant (CDBG) Consortium and the King County HOME Investment Partnerships (HOME) Consortium.  


� The Washington State legislature passed the Growth Management Act in 1990 that directs the state’s most populous and fastest growing counties and their cities to prepare comprehensive land use plans that anticipate growth and impact for a 20 year horizon.  
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