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Metropolitan King County Council
Growth Management and Unincorporated Areas Committee

Revised Staff Report As Reported Out Of Committee
	Agenda Item:
	
	Name:
	Rick Bautista

	Proposed Ord:
	2005-0263
	Date:
	June 21, 2005


The ordinance received a “Do Pass Substitute” recommendation from the GMUAC on June 21, 2005.

SUBJECT:

An ordinance authorizing the King County executive to execute contracts and loan agreements related to the King County Housing Authority’s (KCHA) Greenbridge Project and providing revenue for principal and interest payments.
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 KCHA administers a broad range of federally and locally financed affordable rental and homeownership programs that serve a variety of housing needs and serves more than 13,000 households.  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 housing was deeded to KCHA following the war.  The site has since served as affordable housing for county residents at low to moderate income levels. Park Lake Homes is considered KCHA’s largest and oldest public housing development.  The dwelling units and minimal associated infrastructure are aged and have long exceeded their useful life.
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

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.  $198 million will be funded from public and private funds, with a $35 million federal HUD Hope VI grant providing the remainder.  

The Greenbridge development is significant in two regards: one, it represents a substantial long term investment in the county’s affordable housing stock; and two, it represents what will likely be one of the single most important investments in the urban unincorporated White Center community. 

There will be a mix of housing types including cottages, townhouses, single-family houses and apartment buildings.  The current 569 units of severely distressed public housing will be replaced 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.  The units for 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 community will be centered on Eighth Avenue Southwest (White Center) where a variety of services will surround a community plaza and parks and open spaces will connect to this community plaza.  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 Greenbridge development 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 Greenbridge and the surrounding community.  

The general development schedule for the project is as follows:

· Master Planning
October 2002 -- June 2003

· School Construction
July 2003 – September 2004

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

· Home Construction
June 2005 – August 2012

· Home Occupancy
July 2005 – November 2012

The master planning and school construction phases have been completed.  Actual development of the project will be in several phases, with the build-out of street and utility infrastructure 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.

NOTE:  The most crucial stage for the county funding will be the infrastructure needed for the development.  The KCHA began infrastructure development in early 2005 and consequently has a strong financial need to receive the majority of the promised county capital funds as soon as possible.  

PAST COUNTY ACTIONS RELATED TO GREENBRIDGE:

2001 KCHA Hope VI Grant Application
As part of the 2001 KCHA application process for Hope VI grant funding for the Greenbridge Project (i.e. the redevelopment of the former Park Lake Homes), the Executive, in a June 20, 2001 letter to HUD, 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.  
NOTE:  This pledge proved to be instrumental to KCHA’s success in being awarded the HOPE VI grant.  
While these commitments were not formally approved by council passage of legislation in 2001, it should be noted that the county has consistently demonstrated support of the KCHA and the Greenbridge project, as demonstrated by their following actions:

Motion 11990 (September 2004)
Motion 11990 directed the executive to apply for a HUD Section 108 Loan Guarantee and authorized the executive to utilize a separate “float” loan for the KCHA through the HUD Community Development Interim Loan (CDIL) program, as needed.
Ordinance 15022 (September 2004)

On September 30, 2004, the council approved a CDIL of $1.75 million to the KCHA to defray the cost of the capital infrastructure (e.g. roads, sidewalks, and open space) commitment for the Greenbridge development.  If the KCHA spends the funds on expenditures for which the King County fund sources identified below may legally expend capital funds, the loan will be “forgiven” and the CDBG funds will be repaid within 30 months from these King County fund sources.  

	Agency
	Fund (Code)
	CDIL Amount

	Transportation
	Roads (1030)
	$ 893,891

	Natural Resources & Parks
	SWM (1210)
	$ 447,963

	Natural Resources & Parks
	REET (3682)
	$ 247,963

	Community & Human Services
	HOF (3220)
	$ 160,183

	TOTAL:   
	$ 1,750,000


King County deposits its Federal CDBG grant funds into its Federal Housing and Community Development (FHCD) fund.  The county carries a significant balance in this fund as the result of two main factors:  

· The start dates of proposed projects usually do not coincide with the receipt date of the grant funds.  

· As with county’s Capital Improvement Program (CIP), projects funded with grants through the FHCD fund often require multiple years for completion and funds are carried over annually until projects are complete. 

The federal government recognizes this dynamic and allows unused fund balance to be loaned during the interim to businesses, nonprofit agencies, and other local governments through the CDIL Program.  The standard CDBG eligibility requirements apply to all interim loans.  Eligible projects include economic development and other capital projects such as the acquisition of community facilities.  

The terms of a CDIL are limited to no longer than 2.5 years (30 months) because the funds being loaned have already been allocated to CDBG projects.  Typically, CDIL recipients benefit from a lower interest rate than they would receive from a bank lender.  

CDIL are considered secure loans because loan recipients are typically required to provide as security an irrevocable letter of credit from a bank rated A or better.  Such letter would protect the county and allow CDBG funds to be available as needed for projects. However, in the case of this CDIL, an irrevocable letter of credit was not required from KCHA, since it is King County government that is committing to repay the CDBG funds.  

ORDINANCE SUMMARY:

Proposed Ordinance 2005-0263 is another step taken to meet the County’s 2001 financial pledge to the KCHA’s Greenbridge development.  As noted earlier, a float loan of $1.75 million was approved in September 2004 under Ordinance 15022.  This proposed ordinance is the second (and moneytarily larger) action authorized by Motion 11990.  
The proposed ordinance consists of three key elements:
I.  HUD Section 108 Loan Guarantee and Promissory Note
The executive is authorized to execute a contract with HUD for a $6.85 million Section 108 Loan Guarantee.  
The HUD 108 Loan Guarantee program allows the County to borrow up to five times its annual Community Development Block Grant (CDBG) entitlement.  The County pledges its future CDBG funds as security for the loan and HUD acts a guarantor of the 108 loan, promising investors that the loan will be repaid.  
The HUD 108 program also allows the County to relend the funds to finance economic development or other capital facilities projects that directly benefit low and moderate income people.  NOTE:  $100,000 from the HUD 108 loan will be retained to pay for transaction costs associated with HUD 108 borrowing. 

The executive would also authorize the executive to issue a promissory note, including a Fiscal Agency Agreement and Trust Agreement, for an amount of not more than $6.85 million.
II.  KCHA Loan Agreement  

The executive is authorized to execute a Loan Agreement with the KCHA to reloan $6.75 million of the Section 108 Loan funds to the KCHA.  The ordinance specifically limits the use of these monies to finance the construction of the supporting infrastructure at the Greenbridge Project and also construct a food bank in White Center which is anticipated to serve the needs of many Greenbridge residents.   NOTE: If the KCHA spends the Section 108 funds on the intended activities, the loan will be forgiven. 
III.  Specification of Principal and Interest Repayment Revenue Sources
The proposed ordinance identifies and provides for revenues for repayment of the principal and interest resulting from the HUD Section 108 Loan.
Typically, many eligible CDBG governments pay back these loans by using all or a portion of their annual CDBG allocation.  In this instance however, various county agencies be responsible for paying back these loans via their capital improvement programs.  The main contributing county agencies will be roads, water and land resources, parks, and housing and community development.  Each of these agencies will pay for capital improvements consistent with their statutory funding restrictions and county policy.  

The loan will be repaid back over a 10-20 period from the following County sources:

	Agency
	Fund (Code)
	Section 108 Funds

	Transportation
	Roads (1030)
	                 $2,135,586  

	Natural Resources & Parks
	SWM (1210)
	$   563,199

	Natural Resources & Parks
	REET (3682)
	$   765,453

	Community & Human Services
	HOF (3220)
	$1,358,904

	Community & Human Services
	CDBG (2460)
	$2,026,858

	TOTAL:   
	$6,850,000


NOTE:  The proposed ordinance creates a new subfund entitled the HUD Section 108 loan repayment subfund within the existing limited tax general obligation bond redemption fund.  Funds deposited into this subfund would only be used to pay the principal and interest on the HUD Section 108 loan.

ANALYSIS

The Greenbridge development supports the community development objectives of the King County Consortium’s Consolidated Housing and Community Development plan.  The development will provide decent affordable housing and establish and maintain a suitable living environment.  County financial support of the Greenbridge development would maintain the county responsibility as a local service provider and further the commitment to affordable housing.   Approval of the proposed ordinance is necessary for the KCHA to continue to move forward with the scheduled 2005 infrastructure development using funds pledged by the county.  

NOTE:  The approval of the CDIL and the reloaning of the Section 108 loan, total $8.5 million of the original commitment to the KCHA.  
Historically, federal CDBG funds have been consistently awarded to King County annually since 1976.  However, should CDBG funds and designated capital funds not be available to meet the debt service obligations for repayment of the Section 108 loan, the county’s full faith and credit are ultimately responsible and the general fund (CX) would be responsible for loan repayments.
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