HOUSING AND COMMUNITY DEVELOPMENT
ANALYST: APRIL SANDERS

	
	
	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2021-2022 Revised Budget
	
	$885,764,063
	
	$927,533,174
	
	62.2
	
	0.0

	2023-2024 Base Budget Adjust.
	
	($225,744,392)
	
	($331,918,406)
	
	0.0
	
	0.0

	2023-2024 Decision Packages
	
	($96,202,399)
	
	($14,569,688)
	
	12.5 
	
	0.0 

	2023-2024 Proposed Budget
	
	$563,818,000
	
	$581,046,000
	
	74.7
	
	0.0

	% Change from prior biennium
	
	(36.5%)
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium
	
	(10.9%)
	
	
	
	
	
	

	Major Revenue Sources: Recording fees, state, federal, interfund transfers, TOD bond, HtH bond, Hotel/Motel sales tax, short-term hotel tax, SHB 1406, CLFR-ARPA grants, state COVID-19 grants.

	Base Budget Assumptions: (1) Remove one-time charges, including EPRAP dollars and other moneys related to pandemic response; (2) annualize supplemental changes; and (3) update personnel rates.



DESCRIPTION

The Housing and Community Development (HCD) fund provides a mechanism for King County to administer several 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 2023-2024 proposed Housing and Community Development fund is $563.8 million (a 0.36 percent decrease from the last biennium) with 74.7 FTEs (12.5 more than the last biennium, including several FTE transfers).  

A summary of the requests for new and transferring FTEs can be found below:

Table 1.
Proposed FTE Changes

	Number of FTEs
	Purpose
	Costs
	Other

	5.0
	Administer the rental assistance program funded by House Bill 1277
	$1,413,807
	Revenue-backed

	4.5
	Capital Program Staffing
	$1,214,507
	Revenue-backed

	2.0
	Finance Staffing
	$515,727
	Revenue-backed

	1.0
	BSK Capital Grants Lead
	$352,884
	Revenue-backed

	1.0 
	True Blood Program Position[footnoteRef:1] [1:  Note that this position was added in the 2021-2022 second omnibus but not reflected in the proforma base budget.] 

	$276,523
	Technical adjustment

	(1)
	Director of Operations and Emergency Response 
	($501,092)
	Transfer to DCHS Admin fund

	1.0
	Finance Manager 
	$398,702
	Transfer from the BSK fund

	(1.0)
	Special Project Manager
	($376,296)
	Transfer to HtH fund



Notable decision packages in this appropriation unit include:
· $45 million bond for Transit-Oriented Development (TOD) in 2023, backed by lodging tax revenue (See Issue 1); 
· $70.5 million in ongoing document recording fees from the State Department of Commerce for rental assistance and supportive housing operations, maintenance and services (See Issue 2);
· $1.45 million in one-time General fund revenue to support planning, policy and operational functions that support enterprise-wide work related to housing; and
· $38.5 million reappropriation of Coronavirus Local Fiscal Recovery (CLFR) funding (summarized in Table 2 below).

Table 2.
Proposed CLFR Reappropriations

	Downtown Campus 24/7 Onsite Crisis Response
	$1,201,435

	Temporary Leased Sobering Center Operations
	$1,913,792

	Enhanced Shelter
	$20,400,000

	Outreach
	$2,000,000

	Provider Co-Mentorship and Consultation
	$340,000

	Encampment Health and Hygiene
	$485,516

	Benefit Access
	$210,000

	Family Shelter
	$325,000

	Tiny House Villages
	$2,556,220

	RV Support
	$3,059,646

	Shelter Deintensification
	$5,992,949



The proposed budget includes a net zero budget for the King County Regional Homelessness Authority, which will reflect 2021-2022 appropriation levels with base budget adjustments (See Issue 3).

Several technical adjustments are included in the proposed budget, including removing $313 million in one-time Health through Housing bond proceeds, reappropriating $9 million in Climate Equity Award dollars, most of which has been awarded to various projects, and updating revenue and expenditure authority for remaining TOD bond proceeds, House Bill 1406 funding, and short-term lodging taxes. Other technical adjustments include central rate adjustments and vacancy rate adjustments.  The central rate adjustment includes a large increase from the base due to inclusion of SoDo lease payments and the city of Seattle's annual $5 million contribution.

KEY ISSUES

ISSUE 1 – 2023 TOD BONDS AND ER 1

The proposed budget would issue $45 million in TOD bonds in 2023 backed by lodging tax revenue and the expenditures would be guided by the proposed Expenditure Restriction ER1.

ER 1 would require that $45 million of general obligation bond proceeds be expended solely for the "preservation, acquisition or development of affordable workforce housing […] within one-half mile of a transit station".  The funding would then be allocated as follows:

1) Up to $20 million to complete funding for sites located on surplus Sound Transit or Metro Transit Department property that can start construction before 2025.  Sites include, but are not limited to:
a. City of Burien/Metro joint redevelopment project up to $7 million; and
b. Northgate Project (BRIDGE Housing/Community Roots Housing) up to $7.6 million.
2) Up to $7.5 million for Access to Our Community to provide housing in south King County that serves immigrant and refugees previously at risk of displacement.
3) Up to $15 million at transit areas with previous county appropriations, such as:
a. North King County park and rides;
b. Kent/Des Moines light rail; and
c. Eastside light rail or I-405 bus rapid transit.
4) Remaining moneys would be expended through a competitive process based on the speed and amount of housing that will be developed, encouraging partnership with community-based organizations that create access to affordable housing in areas facing displacement pressures.

If any identified project or location is found to be infeasible, unduly delayed, achievable with less moneys, or if another project can create affordable housing faster, dollars could be reallocated with advanced Council notice.  The Executive would transmit a notification letter to council and could move forward unless Council passes a motion rejecting the contemplated change within 30 days of transmittal.

ISSUE 2 – DOCUMENT RECORDING FEES

The proposed budget would allocate $20.5 million from new document recording fees from the State Department of Commerce for rental assistance.   These dollars would be administered through the Housing, Homelessness and Community Development Division (HHCDD) and the Adult Services Division (ASD).  Executive staff state that In HHCDD homelessness prevention and housing stability projects, implemented by non-profit providers, will be expanded to include more partners providing case management and to serve additional households.  ASD will build on the Eviction Prevention and Rent Assistance Program (EPRAP) and look to continue existing partner relationships into the future.
An additional $30 million would be appropriated for operations, maintenance, and services for existing and new supportive housing sites.  This proposal is dependent on state document recording fees that are expected to be contracted but will not be finalized until early to mid-2023.  DCHS continues to work with the Department of Commerce to finalize an estimate in the meantime.
ISSUE 3 – KCRHA FUNDING

The proposed budget includes a net zero budget for the King County Regional Homelessness Authority, which will reflect 2021-2022 appropriation levels with base budget adjustments.  The base budget for the KCRHA is $89 million over the 2023-2024 biennium.  This includes $28 million in state Housing and Essential Needs (HEN)[footnoteRef:2] program dollars that DCHS would transfer to the KCRHA.   [2:  Housing and Essential Needs (HEN) Referral Program | DSHS (wa.gov)] 

Council staff have requested additional information on what is included in the base budget.  Analysis is ongoing.
The proposed $89 million 2023-2024 budget for the KCRHA is laid out in the chart below.  No general fund dollars currently go to, or are proposed to go to, the KCRHA. Instead, DCHS is transferring homelessness contracts, plus the proposed $28 million in HEN funding.
[image: ] 
In addition to the items identified in the table above, DCHS is currently directly managing the roll-out of CLFR funded homelessness initiatives. The capital and leasing components will be retained by DCHS. However, once homelessness programs are up and running, operations of most of these programs will be transferred to the KCRHA. The Executive estimates approximately $16.1 million of CLFR funded homeless programs will be transferred to the KCRHA for operations.

Components the Executive does not intend to transfer to the KCRHA for administration are:
· Sobering Center program
· Behavioral Health Crisis Enhanced Shelter
· Capital and lease components of CLFR funded homeless programs

Below is a summary table with detail on the CLFR portions the Executive anticipates transferring to the KCRHA:

	CLFR Program Name (Decision Package #) 
	Estimated Transfer Amount to KCRHA for Administration *
	 Notes 

	Enhanced Shelter (DS_072) 
	$10M 
	Consists of Various projects - The BH Crisis Enhanced Shelter will stay with DCHS. 

	
	
	For other projects (Sodo Hub, 4th & Jefferson, St. Charles, and Micro-Modular Community), the Capital costs and leasing will stay with KC.  Operating funds transferring to KCRHA total approximately $10 million  

	Homeless Response Outreach (DS_073) 
	$2M 
	Will be connected with SODO Hub and likely transfer to KCRHA for administration. 

	Family Shelter (DS_077) 
	$325K 
	Will transfer to KCRHA for administration 

	Tiny House Village (DS_078) 
	$2.5M 
	Will transfer to KCRHA for administration 

	RV Support (DS_079) 
	$1.3M 
	Capital and leasing costs will stay with KC, with operating transferring to KCRHA.   
 
Dollars transferring to KCRHA total approximately $1,315,000 

	Total 
	$16.125M 
	  





RESPONSE TO COUNCIL INQUIRIES

QUESTION 1:  PLEASE PROVIDE MORE INFORMATION ON PROPOSED KCRHA FUNDING.
ANSWER:  Please see the text in red under "Issue 3".

QUESTION 2:  FOR TOD PROJECTS, WHAT COUNTS AS A “TRANSIT STATION” WHEN WE SAY PROJECTS SHOULD BE ½ MILE FROM A TRANSIT STATION? DOES THAT INCLUDE BUS STOPS, PARK AND RIDES, TRANSIT HUBS?

ANSWER:  DCHS states that they intend to use a broad definition, including the prioritization established in the 2016 TOD Allocation Plan.  All of these options would be eligible.  

For King County TOD projects, “transit station” is defined in RCW 9.91.025 as: "municipal transit station" means all facilities, structures, lands, interest in lands, air rights over lands, and rights of way of all kinds that are owned, leased, held, or used by a municipality as defined in RCW 35.58.272, or a regional transit authority authorized by chapter 81.112 RCW for the purpose of providing public transportation services, including, but not limited to, park and ride lots, transit centers and tunnels, and bus shelters.”

Further, RCW 67.28.180, the state authorizing statute for lodging taxes requires revenues to be used for contracts, loans, or grants to nonprofit organizations or public housing authorities for affordable workforce housing within one-half mile of a transit station, as described under RCW 9.91.025 or for housing, facilities, or services for homeless youth.

Based on these RCWs and County priorities, King County’s 2016 TOD Allocation Plan states that, “Under the terms of the state legislation, the housing must be within one-half mile of a “transit station,” and that “transit oriented affordable housing investment should be prioritized in high capacity transit areas, defined as locations within one-half mile of any Light Rail, RapidRide, Bus Rapid transit (BRT), Sounder or Sound Transit Express bus station, or a key transfer point for varying transportation modes.” This definition allows for investment at bus stops that are key transfer points. DCHS intends to continue using this language.

QUESTION 3:  COUNCILMEMBERS BROUGHT UP A POSSIBLE INEQUITY IN THE ER1 LANGUAGE REGARDING PRIORITIZING SPENDING FOR PROJECTS THAT CAN GO TO CONSTRUCTION THE FASTEST (READY-TO-GO PROJECTS TEND TO FAVOR LARGER DEVELOPERS). BELOW IS THE EXECUTIVE'S RESPONSE TO THIS POSSIBLE INEQUITY.

ANSWER:  Response from PSB:
"The TOD proposal aims to prioritize equitable outcomes by quickly addressing the region's urgent housing crisis. This strategy is intended to complement other investments.   The TOD proposal prioritizes projects that can move faster and address the urgent housing need, while short-term lodging and state sales tax credit investments are prioritized for equitable affordable housing developed by and in collaboration with communities facing displacement pressures that may need pre-development funds and may take longer for the housing to come online.  

As bond funds, this appropriation would bring forward future revenue generated over time in order to expedite construction and build homes sooner when land near transit stations is more available and affordable. In past TOD bond fund allocations, dollars have been pre-committed to projects or regions that have not yet been ready for construction leaving dollars in the HCD fund while construction prices have risen, and land becomes scarcer.  Given that this is a long-term revenue source, it will generate additional funding for future projects, and DCHS is committed to continuing to work with community-based and community-driven proposals to bring them to fruition."

QUESTION 4: DOES DCHS HAVE ANY PLANS TO BREAK DOWN SILOS IN THE HOUSING SPACE, PARTICULARLY FOR TOD PROJECTS BUT FOR HOUSING PROJECTS IN GENERAL, IN ORDER TO GET MORE COMMUNITY INPUT FROM INDIVIDUALS AND COMMUNITY ORGANIZATIONS EARLY ON?

ANSWER:  Response from PSB in progress.
	





image1.png
Federal Community Development Block Grant (CDBG) s 358,029 S 358,029 § 716,058
Emergency Solutions Grants (ESG) $ 180,000 180,000 § 360,000
Emergency Solutions Grants — CARES Act Funding (ESG CV) §  1972,718 § - s 1718
Federal Total $ 2510747 § 538,020 "$ 3,048,776
Slale. Consolidated Homeless Grant/State Emergency s 3961166 $ 3061166 § 7,022,332
State Solutions Grant (State CHG/ESG)
Housing and Essential Needs Grant (HEN) S 23547,820 S  23547,820 $ 47,095,681
State Shelter Grant S 2159765 S - $ 2,159,765
State Total $ 29668751 § 27,508,986 '$ 57,177,738
Local Document Recording Fee (DRF) S 11804641 S 11,894,641 $ 23,789,282
Local Contribution S 200,000 $ 200,000 $ 400,000
Regional Affordable Housing Program (RAHP) $ 715,000 715000 § 1,430,000
Veterans, Senior & Human Services Levy (VSHSL) S 2802349 S - $ 2,802,389
Local Total $ 15611,990 § 12,809,641 $ 28,421,631
KC In Kind (Rent) s 422502 $ 422,502 $ 845,008




