HOUSING AND COMMUNITY DEVELOPMENT
ANALYST: APRIL SANDERS

	
	
	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2019-2020 Revised Budget
	
	$359,045,238
	
	$293,031,093
	
	50.2
	
	0.0

	2021-2022 Base Budget
	
	($107,371,169)
	
	($89,794,969)
	
	1.0
	
	0.0

	2021-2022 Decision Packages
	
	$446,274,614
	
	$619,475,698
	
	10.0 
	
	0.0 

	2021-2022 Proposed Budget
	
	$697,949,000
	
	$822,712,000
	
	61.2
	
	0.0

	% Change from prior biennium
	
	94.4%
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium
	
	124.3%
	
	
	
	
	
	

	Major Revenue Sources: Proposed Health through Housing Bond, Transit Oriented Development Bond, Federal Grants, Interfund Revenue (VSHSL, MIDD, BSK, BHRD), State Authorized Recording Fees, State Grants (HEN, CHG, and REDI), Other, Affordable and Supportive Housing (SHB 1406),  Hotel/Motel Sales Tax, Short-term Hotel/Motel Tax (AirBnB), General Fund

	Base Budget Assumptions: (1) 0.0% GWI in 2021; (2) 2.0% in 2022; (3) Transit Oriented Development expenditures appropriated in 2019-2020 removed from base budget




DESCRIPTION

The Housing and Community Development (HCD) Fund provides a mechanism for King County to administer a number of federal, state and local funding sources that support homelessness prevention, housing repair, low-income and special needs housing development and community development.  

SUMMARY OF PROPOSED BUDGET AND CHANGES

The 2020-2020 proposed budget includes a $108 million decrease in base budget adjustments due to in part to an end of CARES Act funding that was allocated in 2019-2020 biennial budget supplementals, but also a proposed $400 million increase pending Council passage of the Executive’s proposed councilmanic sales tax for housing acquisition, construction and operations, which would be accomplished if Council chooses to enact Proposed Ordinance 2020-0311. This councilmanic sales tax was authorized by Housing Bill 1590. More on this item is listed under Key Issues #1 below.  Sales tax revenue associated with the proposed housing sales tax would go to the Health through Housing fund, which will then transfer revenue to HCD to support debt services payments for long-term general obligation bonds. 

Resulting from Ordinance 19005 and Motion 15492, which established the Puget Sound Taxpayer Accountability Account fund and adopted an implementation plan, $13.8 million from that revenue source is proposed to be allocated to the HCD fund for early learning intervention facilities.

In August 2019, Council enacted Ordinance 18973[footnoteRef:1], which imposed a councilmanic 0.0146% sales tax for affordable and supportive housing as authorized by House Bill 1406. The proposed budget includes $5.6 million in new appropriation authority from this revenue source for affordable housing. [1:  https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=4087589&GUID=927C2417-1C95-4092-968F-9BEE0353BCBC&Options=Advanced&Search=] 


In addition, the proposed budget also includes appropriations to support youth homelessness efforts, including $20 million in U.S. Department of Housing and Urban Development monies to support expanded permanent supportive housing and rapid rehousing for domestic violence and the Youth Homelessness Demonstration Project, as well as $1.3 million for youth homelessness projects from hotel/motel tax revenue.

Additional proposals backed by lodging (hotel/motel) tax revenue include $2 million to support development or preservation of housing in transit-oriented development (TOD) locations and $187 million in TOD Bond Revenue to reimburse DCHS for early expenditures on TOD projects, of which $87 million was appropriated in the 2017-2018 biennial budget as per the Transit Oriented Development Bond Allocation Plan adopted by Council in 2016[footnoteRef:2] and $100 million which was appropriated through the 2019-2020 biennial budget.  [2:  https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=2732477&GUID=2FF56BCE-5DAF-48AD-9BFC-BBDF3BA1405E&Options=Advanced&Search=] 


The HCD fund proposal also includes a number of additional FTEs, including the following:

· Program integration manager -- $332,833
· System connected housing manager -- $289,717
· KCRHA contracts manager -- $289,717
· Affordable Housing Program Support (x3) -- $738,906
· Community engagement manager -- $255,196
· Project program analyst II -- $255,196
· Performance measurement and evaluation support (x2) -- $622,550

Other adjustments include technical budget, central rate and vacancy rate adjustments.  Note that the HCD budget also assumes that homelessness contracts will shift to the King County Regional Homelessness Authority (KCRHA) beginning in January 2021.
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KEY ISSUES

ISSUE 1 – COUNCILMANIC HOUSING SALES TAX

Along with the 2021-2022 proposed biennial budget transmittal, the Executive transmitted Proposed Ordinance 2020-0311, which would impose an additional sales and use tax of 1/10 of 1% to fund affordable housing construction, operations and maintenance of affordable housing and behavioral health facilities, newly constructed evaluation and treatment facilities for involuntary psychiatric care, and the operation of behavioral health treatment programs.  This allowance for a councilmanic sales tax is authorized by RCW 82.14.530.

Alternatively, the council initiated Proposed Ordinance 2020-0337 a varied version to authorize the sales tax and companion legislation Proposed Ordinance 2020-0338 which would establish provisions related to an implementation plan to utilize the housing sales tax proceeds.  The Council initiated proposed ordinances have been introduced by Councilmember McDermott. In addition, the executive transmitted Proposed Ordinance 2020-0319 would establish the Health through Housing fund to collect and expend the housing sales tax proceeds. The proposed ordinances are scheduled to be taken up at the October 6th Committee of the Whole meeting and subsequently at the October 13th Full Council meeting.

If adopted, the housing sales tax is expected to generate approximately $106 million throughout the biennium.  The Executive proposes bonding against anticipated revenue for $400 million to fund housing projects.  A breakdown of the proposed expenditures is below.

· Permanent housing debt service to support the $400 million bond	$36.9 million
· Behavioral health service programs					  $8.7 million
· Permanent supportive housing operations				$46.7 million
· Support service delivery planning						  $4.4 million

Analysis is ongoing and additional analysis will be included in the staff report for the housing sales tax ordinance.

ISSUE 2 – FTE ADDITIONS

The Executive proposes adding 10 additional FTEs to the HCD budget, several of which are outlined above, at a total cost of approximately $2.75 million.  Council may wish to consider whether these FTE additions are in alignment with Council priorities for this budget.







