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Metropolitan King County Council
Health, Housing and Human Services Committee



STAFF REPORT

	Agenda Item:
	5
	Name:
	Sahar Fathi

	Proposed No.:
	 2019-0118
	Date:
	April 30, 2019




SUBJECT

Proposed Motion 2019-0118 is a motion approving the TOD Preservation and Acquisition Plan in compliance with the 2019-2020 biennial budget ordinance, Ordinance 18835, Section 101, Proviso P2. 

SUMMARY

Proposed Motion 2019-0118 would approve a TOD Preservation and Acquisition Plan, Attachment A to the proposed motion, which was transmitted in response to proviso P2 in Section 101 of Ordinance 18835, the 2019-2020 biennial budget ordinance. The proviso restricted $30,000,000 of the Housing and Community Development’s appropriation contingent on the transmittal of a TOD Preservation and Acquisition Plan and a motion approving the plan and council’s passage of the motion. 

The requested plan was to include the following information: (1) a spending plan for the money; (2) a description of the process by which the King County Housing Authority and King County will identify and review potential projects for preservation or acquisition; and (3) a description of the process by which the council will be notified of a project award. 

BACKGROUND 

Proviso Context In recognition of the severity of the region’s housing crisis, the Council has spent the last few years[footnoteRef:1] working to address the challenges and to take actions to implement solutions for this crisis. As of the January 2018 Count Us In point-in-time count, more than 12,000 individuals were experiencing homelessness on any given night in Seattle and King County[footnoteRef:2]. According to the Count Us In report, the unsheltered population increased by 15 percent from 2017 and the vehicular resident population increased by 46 percent from 2017. Ninety-eight percent (98 percent) of survey respondents said they would move into safe and affordable housing if it were offered.  [1:  As part of the 2017-2018 biennial budget (Ordinance 18409, as amended by Ordinances 18544 and 18602), the Council appropriated $7 million (See 2018-B0011), in new funding to address the challenge of homelessness. Three homelessness initiatives were advanced through these Council appropriations: (1) emergency shelter at Harborview Hall, (2) modular shelter and (3) shelter and services outside Seattle. ]  [2:  2017 information is from All Home, Count Us In, Seattle/King County Point-In-Time Count of Persons Experiencing Homelessness, 2018, http://allhomekc.org/wp-content/uploads/2018/05/FINALDRAFT-COUNTUSIN2018REPORT-5.25.18.pdf ] 


Ordinance 18546  In June 2017 the Council passed Ordinance 18546, which approved the sale of the Metro Transit-owned property known as Convention Place Station to the Washington State Convention Center Authority (WSCC) for construction of an expansion to the convention center. The purchase price of the transaction was $162 million and the value of the future interest payments is approximately $114 million for a total of $275 million in principal and interest over 32 years (through 2038). In addition to the purchase price, WSCC agreed to contribute $14 million to housing ($5 million to King County and $9 million to Seattle).

Ordinance 18788  In September 2018 the Council passed Ordinance 18788, which authorized a new funding agreement and amendment to the existing financing agreement with the Washington State Major League Baseball Stadium Public Facilities District. This Ordinance announced King County’s intent to allocate baseline lodging tax revenues[footnoteRef:3] for several programs and organizations, including allocating funding to DCHS to support TOD projects that “[…] preserve or develop affordable workforce housing […].”[footnoteRef:4]  [3:  In 2011, the Washington State Legislature passed ESSB 5834 (enacted as Chapter 38, Laws of 2011 and effective August 24, 2011), which amended RCW 67.28.180, to allow the county to allocate the county-imposed two percent lodging (hotel/motel) tax revenues that will become available in 2021 including at least 37.5 percent for nonprofit organizations or public housing authorities for affordable workforce housing within one-half of a mile of a transit station, or for services for homeless youth. In 2015, the Washington State Legislature passed the Workforce Housing Bill (Substitute House Bill 1223, enacted as Chapter 102, Laws of Washington 2015 and effective July 24, 2015), which also amended RCW 67.28.180, to give the county the ability to issue either general obligation bonds or revenue bonds to help finance the affordable workforce housing allocation of lodging tax revenues that will become available in 2021. The bill requires that debt service for revenue bonds pledged against these revenues can make up no more than half of the 37.5 percent of lodging tax revenues. ]  [4:  Ordinance 18788 (A) (2)] 


In addition, the Ordinance highlighted the Council’s intent “[…] to request the executive to issue bonds in the amount of $100 million to support transit oriented development projects that preserve or develop affordable workforce housing as soon as possible,”[footnoteRef:5] and the Council’s intent “[…] to request the executive develop an expenditure plan for the lodging tax revenues allocated […] and not already programmed in the 2016 Transit Oriented Development Bond Allocation Plan […]. The expenditure plan should at a minimum support the recommendations of the Regional Affordable Housing Task Force and Describe how the lodging tax revenues allocated […] will be used across the county in an equitable manner […].”  [5:  Ordinance 18788 (C)] 


In alignment with this intent, Council issued several provisos during the budget process. Proposed Motion 2019-0118 was submitted in compliance with the budget ordinance, Ordinance 18835, Section 101, Proviso P2. The proviso restricted $30 million in general obligation bond proceeds which were to be expended solely for preservation and acquisition of workforce affordable housing outside Seattle by the King County Housing Authority in accordance with a council-approved transit oriented development preservation and acquisition plan. 

Proviso Language
P2 PROVIDED FURTHER THAT:
[bookmark: _GoBack]	The $30,000,000 restricted by Expenditure Restriction ER6 of this appropriation ("these moneys") shall not be expended or encumbered until the executive transmits a transit-oriented development ("TOD") preservation and acquisition plan and a motion that should approve the TOD preservation and acquisition plan and reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion, and a motion approving a TOD preservation and acquisition plan is passed by the council.
	The executive shall develop the TOD preservation and acquisition plan in collaboration with an interbranch task force that shall include:  the King County executive or designee, the chairs of the King County council's budget and fiscal management committee and health and the housing and human services committee, or their successors, and the chair of the King County regional affordable housing task force, or designees.  If a councilmember appoints a designee, the designee shall be from the councilmember's personal, district support or constituent staff.  The plan shall include, but not be limited to:
	A.  The spending plan for these moneys including but not limited to:
	  1.  The proposed percentage of these moneys to be invested in projects in high opportunity communities, which are defined as communities where households have access to good schools, transportation and economic opportunities to promote upward mobility; 
	  2.  The proposed percentage of these moneys to be invested in housing preservation to prevent displacement due to increasing rents; and
	  3.  The proposed geographic distribution of projects to ensure that the plan results in a geographically equitable distribution of projects.
	B.  A description of the process by which the King County Housing Authority and King County will identify and review potential projects for preservation or acquisition, including, but not limited to:
	  1.  Verification that projects meet the requirements for affordable workforce housing projects, as defined in RCW 67.28.180 and are within one-half mile of a transit station, as defined in RCW 9.91.025; 
	  2.  Potential use of other financing tools, including the credit enhancement programs authorized by K.C.C. 24.28, and the ability of projects to leverage other sources of funding; and
	  3.  Fiscal due diligence that will be required prior to funding awards.
	C.  A description of the process by which the council will exercise oversight, including but not limited to:
	  1.  A description of the process by which the council will be notified of a project award, such as a letter to the chair of the council or other mechanism, and to contain information about the project's location, the number of units, the size of the award from this funding source, the total cost of the project and the residents' income levels;
	  2.  A proposal for regular reports to the council; and
	  3.  A proposal for periodic meetings of the interbranch task force to review progress in identifying projects and making awards.

	The executive should file the TOD preservation and acquisition plan and a motion required by this proviso by March 1, 2019, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the regional housing coordinator and the lead staff for the health, housing and human services committee, or its successor.

ANALYSIS

Interbranch Taskforce  As established in the requirements of Provisos P2, P3, and P4 of Section 101 of the 2019-2020 budget, the King County Executive and King County Council created an Interbranch Task Force (IBTF). Also per the requirements of the above Provisos, the IBTF includes the King County Executive and the chairs of the King County Council’s Budget and Fiscal Management Committee, the Health, Housing, and Human Services Committee and the Chair of the King County Regional Affordable Housing Task Force.  A staff team comprised of executive, council central staff, and council personal staff supported the work of the IBTF and met prior to and throughout the IBTF process.

Spending Plan DCHS has transmitted a Preservation and Acquisition Plan that identifies three potential properties for investment. King County Housing Authority (KCHA) has identified these properties that are either at risk of increased rent or redevelopment or in High Opportunity Communities. 

KCHA recommended that 100 percent of the available TOD funding be spent in connection with acquisition and preservation of existing multifamily housing. KCHA has planned to acquire larger, 100+ unit, older class “B” apartment complexes in locations meeting the requirements of RCW 9.91.025. Below are the listed properties that DCHS proposes to acquire with KCHA, they are 100 percent invested in housing preservation. DCHS has confirmed in follow up communication that the Kirkland Heights and Juanita View properties qualify as high opportunity investments and that collectively they will receive approximately $10 million. This is one-third, or about 33.3% of the available TOD funds. DCHS has also stated that they expect the properties to have equitable geographic distribution with at least one property located in south King County and one located in east or north King County. 









Table 1: KCHA’s Proposed Properties for the Preservation and Acquisition Plan

	Property
	Units
	Transit
	High Opportunity
	Preservation
	Fiscal due diligence

	Riverstone Apartments
$70M

27314 24th Ave South, Federal Way
	308
	Located across the street from Star Lake Park and Ride – exp. To be 272nd light rail station in 2024
	No
	Yes
	KCHA closed on sale 1/31/19, and acquired the property using a short-term line of credit. Intends to use the credit enhancement program.

	Kirkland Heights
$22.2M


13310 NE 133rd St., Kirkland
	180
	Served by an “All Day Route,” Metro Route 930, which connects to the Kingsgate Park and Ride and Redmond Transit Center
	Yes
	Yes
	KCHA has entered into purchase and sale agreements and has completed pre-acquisition due diligence, title research and physical condition assessment of the building.[footnoteRef:6]  [6:  KCHA does not anticipate using the credit enhancement program.] 


	Juanita View
$11.6M

11800 101st Place NE, Kirkland
	94
	Metro 255, 244 and 236 which provide bus service to Kirkland Transit Center and Totem Lake Transit Center
	Yes
	Yes
	KCHA has entered into purchase and sale agreement and has completed pre-acquisition due diligence, title research and physical condition assessment of the building.[footnoteRef:7]  [7:  KCHA does not anticipate using the credit enhancement program.] 





Attachment 1 to this staff report also shows a high-level visual mapping of the distribution of these proposed properties. Of note, DCHS has stated that since KCHA has already entered into purchase and sale agreements, potential impacts of Council not approving this plan could include KCHA needing to use a more expensive funding source, such as a loan, to support project acquisition or cancelling of the purchase and sale agreement due to lack of financing. DCHS believes that if KCHA needs to use a loan, it would result in a decrease in affordability for residents. 

A description of the process by which the King County Housing Authority and King County will identify and review potential projects for preservation or acquisition  As noted above, the plan states that KCHA has planned to acquire larger, 100+ unit, older class “B” apartment complexes in locations meeting the requirements of RCW 9.91.025[footnoteRef:8]. DCHS has also confirmed that the three projects proposed in Table 1 meet the requirements of affordable workforce housing projects, as defined in RCW 67.28.180[footnoteRef:9]. [8:  As defined in RCW 9.91.025. "Transit station" or "transit facility" means all passenger facilities, structures, stops, shelters, bus zones, properties, and rights-of-way of all kinds that are owned, leased, held, or used by a transit authority for the purpose of providing public transportation services.]  [9:  As defined in RCW 67.28.180. "Affordable workforce housing" means housing for a single person, family, or unrelated persons living together whose income is between thirty percent and eighty percent of the median income, adjusted for household size, for the county where the housing is located.] 


DCHS has stated that direct investment from public funders is only a portion of the overall project financial plan.  The balance of funding is expected to come from low income housing tax credits, rent subsidy, and rental income.  Specific amounts invested in each project will be determined in consultation with KCHA. No additional King County funds have been requested for these projects.  Fiscal due diligence is noted above in Table 1. 

Description of the process by which the council will exercise oversight  The plan describes the three projects that DCHS intends to work with KCHA to acquire. DCHS has stated that they and KCHA will provide an update to the King County Council on the status of property acquisition through the TOD annual report, which is expected to be transmitted in August 2019. They have also stated that additional briefings to the Health, Housing and Human Services Committee be coordinated with the committee chair as needed. As the funding has been proposed to be allocated to the three projects previously identified, there is no proposal for additional meetings of the IBTF to review progress in making awards. 

Timeline  The language for Proviso P2 states that the executive should file the modular dorm plan and a motion required by this proviso by March 1, 2019, in the form of a paper original and an electronic copy with the clerk of the council. The motion and plan were filed on March 1, 2019 and this requirement was met. 

INVITED

· Mark Ellerbrook, Division Director for Housing, Homelessness and Community Development, DCHS

ATTACHMENTS

1. Proposed Motion 2019-0118 (and its attachment)
2. Transmittal Letter
3. Map of Proposed Locations
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