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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	8
	Name:
	Mary Bourguignon

	Proposed No.:
	2016-0276
	Date:
	June 8, 2016



SUBJECT

Proposed Motion 2016-0276 would acknowledge receipt of a Transit-Oriented Development Bond Allocation Plan.  

SUMMARY

In 2015, the Washington State Legislature passed the Workforce Housing Bill,[footnoteRef:1] which gives the County the ability to issue revenue bonds without seeking voter approval to finance housing within a half mile of a transit station for households between 30 and 80 percent of area median income.[footnoteRef:2] These bonds would be backed by a portion of post-2021 hotel/motel (lodging) tax revenues. The state law requires that these bonds must be limited to half the tax revenue collected. It also requires that at least 10 percent of the bond proceeds must be used for a community affected by tourism-related facilities.  [1:  Substitute House Bill 1223, Enacted as Chapter 102, Laws of Washington 2015]  [2:  This income range is approximately between $27,000 and $69,000 for a family of four] 


The transmitted Bond Allocation Plan estimates that the County could bond approximately $48 million, and could also dedicate an ongoing $7 million annually to workforce housing in 2021 and beyond (from the portion of the lodging tax that cannot be bonded). The Plan proposes that the bond funds be allocated as follows:

· All County: $10 million for projects anywhere in the County located within a half mile of a high capacity transit area. (To be solicited in summer 2016)
· Northgate: $10 million for the redevelopment of seven acres of surplus County property located at the Northgate Transit Center. (To be solicited in fall 2016)
· South County: $10 million for projects within a half mile of the Des Moines or 272nd Avenue SW Link light rail stations or the Bus Rapid Transit station at South 272nd and Highway 99. (To be solicited in summer 2017)
· East County: $10 million for projects within a half mile of high capacity transit locations in the Bel-Red corridor. (To be solicited in summer 2017)
· Seattle South Downtown: $8 million for the Historic South Downtown Public Development Authority to meet the requirement that at least 10 percent of bond proceeds be used in or near a community affected by tourism facilities.


BACKGROUND 

Lodging Tax Uses. RCW 67.28.180 authorizes the County to levy a two percent hotel-motel (lodging) tax.[footnoteRef:3] The allowed uses for that tax vary over time: [3:  RCW 67.28.180(1)] 


· From 2013-2015, all revenues were to be used to retire the debt on the Kingdome, with any additional revenues if the Kingdome debt was retired before the end of 2015 to be dedicated to arts and culture.[footnoteRef:4] Because the Kingdome bonds were able to be retired in March 2015, the remaining revenues through the end of 2015 were used to back the bonds used for the Building for Culture program.[footnoteRef:5]  [4:  RCW 67.28.180(3)(b)]  [5:  Ordinances 18179, 18180, 18181] 


· From 2016-2020, all revenues are to be dedicated to the football stadium and exhibition center.[footnoteRef:6] [6:  RCW 67.28.180(3)(c)] 


· After January 1, 2021, revenues will be allocated as follows:
· 37.5 percent to arts and cultural purposes;
· 37.5 percent to affordable workforce housing near transit stations or for services for homeless youth; and
· 25 percent for capital or operating programs that promote tourism and attract tourists to the county, including arts, heritage, and cultural events.[footnoteRef:7]  [7:  RCW 67.28.180(3)(d), RCW 67.28.180(3)(h)(ii)] 


Workforce Housing Bill. In 2015, the Washington State Legislature passed the Workforce Housing Bill,[footnoteRef:8] (see Attachment 3) which gives the County the ability to issue revenue bonds without seeking voter approval to help finance workforce housing within half a mile of a high capacity transit station. These bonds would be backed by revenues from a portion of the hotel/motel (lodging) tax that will become available in 2021. The proposed Bond Allocation Plan estimates that this bonding authority could provide access to approximately $48 million in funding between now and 2021. [8:  Substitute House Bill 1223, Enacted as Chapter 102, Laws of Washington 2015] 


Workforce housing is defined as being affordable for a single person or household with income between 30 and 80 percent of area median income.

The Workforce Housing Bill applies to the 37.5 percent portion of tax revenues (see above) to be dedicated to affordable workforce housing and services for homeless youth after 2021. It allows the County to issue revenue bonds against these anticipated revenues with the following provisions:

· Bonds are to be used to finance loans or grants to non-profit organizations or public housing authorities, for projects that can spend the funds within three years after issuance of bonds;

· The total debt service on the bonds is limited to half of the of the total revenues collected through the 37.5 percent portion, with the remaining half of the revenues only available to be spent as they become available in 2021 and beyond; and

· At least 10 percent of the bonds issued must be committed to finance one or more projects by a community preservation and development authority to promote sustainable workplace opportunities near a community affected by tourism-related facilities. 

Transit-Oriented Development Bond Allocation Plan. Proposed Motion 2016-0276 would indicate the Council’s support for a plan to have the County issue bonds for the purposes allowed by the Workforce Housing Bill. Although future Council action would be needed to approve project financing, the Proposed Motion would provide guidance to the Executive on the locations and amounts to be financed.

Amount Proposed for Bonds. As noted above, the Workforce Housing Bill restricts the amount to be bonded to the amount of debt service that could be covered by half of the 37.5 percent of the lodging tax for workforce housing that will become available beginning in 2021.

The proposed Bond Allocation Plan estimates a total revenue stream from this 37.5 percent of the lodging tax at approximately $14 million a year, beginning in 2021. Because the Workforce Housing Bill limits debt service from any bonds to half this amount, the transmitted Bond Allocation Plan proposes that up to $48 million in bonds could be issued, which would lead to $7 million annually beginning in 2021 being used for debt service on these bonds and an additional $7 million annually for ongoing use for workforce housing or youth homelessness efforts.

Proposed Geographic Distribution and Timing. The proposed Bond Allocation Plan proposes to allocate the bond funds roughly evenly to North County, South County, East County, and projects throughout the County, with $10 million proposed to be allocated to transit-oriented development workforce housing projects in each of those areas. 

As Table 1, below, shows, the $10 million to be allocated countywide would be allocated through a competitive process open to any project within a half mile of high capacity transit (defined as a light rail or Sounder station, a Bus Rapid Transit (BRT) stop, or high frequency transit station). The $30 million to be allocated geographically would be designated for specific transit nodes near Northgate (North County), Des Moines and Federal Way light rail and BRT stations (South County), and Bel-Red light rail station areas (East County).

In addition, to meet the requirement that at least 10 percent of bond funds be allocated to a community affected by tourism facilities, the Bond Allocation Plan proposes that $8 million be allocated to the Historic South Downtown Public Development Authority to be used for projects in the Seattle South Downtown (SODO) area.



Table 1: Proposed Transit-Oriented Development Bond Allocation

	Location
	Amount
	Transit Area
	Timing

	All County
	$10 million
	Anywhere within a half mile of high capacity transit
	Summer 2016

	Northgate
	$10 million
	Redevelopment of seven acres of surplus County property at Northgate Transit Center
	Fall 2016

	South County
	$10 million
	Projects within half mile of:
· Des Moines light rail station
· 272nd Ave SW light rail station / 
S 272nd/Highway 99 BRT (Federal Way)
	Summer 2017

	East County
	$10 million
	Projects within half mile of high capacity transit locations in the Bel-Red corridor
	Summer 2017

	Seattle South Downtown
	$8 million
	To be used by Historic South Downtown Public Development Authority (meets requirement that 10 percent used in or near community affected by tourism)
	TBD



As Table 1 indicates, the proposed Plan would hold competitive procurement processes in a rolling fashion, with All County and Northgate projects solicited in 2016; and South County and East County projects solicited in 2017.

The proposed Bond Allocation Plan states a commitment to geographic equity in terms of the distribution of both funds and housing units. It also states a commitment to equity and social justice, including the County’s racial, ethnic, and economic diversity principles. It reiterates the requirement in the State law that all housing created must be affordable to households between 30 and 80 percent of median income (between approximately $27,000 and $69,000 for a family of four).

The proposed Plan outlines the goal of integrating the bond funds with other County initiatives, such as the recently approved Regional Equitable Development Initiative (REDI) Fund[footnoteRef:9] and other affordable housing programs, such as the four percent Low Income Housing Tax Credit Program. However, so as to preserve limited affordable housing funds for non-transit-oriented development projects, these bonds will not be able to be used in tandem with nine percent Low Income Housing Tax Credits or State of Washington Housing Trust Fund dollars. [9:  Ordinance 18284] 


Proposed Mechanism for Bond Issuance. As noted above, the State law requires that projects funded by the bonds be constructed within three years. To meet that requirement, to follow the proposed rolling schedule, with procurement processes happening throughout 2016, 2017, and beyond, and to minimize the cost of bond issuance, the Plan proposes that the County would use interfund borrowing as needed to provide short-term cash for project development expenses. These interfund loans would be repaid from bond proceeds. 

ANALYSIS

Today marks the committee’s first briefing on Proposed Motion 2016-0276. Staff analysis is ongoing. Staff analysis has focused on the following issues:

· Consistency with Workforce Housing Bill. The Plan, as proposed, appears to meet the requirements of the Workforce Housing Bill, both in terms of the affordability and location of the units to be developed. The Plan’s proposal for very focused geographic targeting would ensure that housing units developed using these bonds meet the requirement to be located within a half mile of high capacity transit. 

· Consistency with County housing policy. The Plan, as proposed, appears to be consistent with adopted and proposed County housing policy. In particular, the focus on transit-oriented development, and using funding sources such as these bonds to prevent displacement in areas in which housing prices are increasing rapidly, is consistent with policies in the proposed 2016 Comprehensive Plan,[footnoteRef:10] the King County Consortium Consolidated Housing and Community Development Plan for 2015-2019,[footnoteRef:11] and the Regional Equitable Development Initiative (REDI) Fund.[footnoteRef:12]  [10:  Proposed Ordinance 2016-0155]  [11:  Ordinance 18070]  [12:  Ordinance 18284] 


· Council review of housing projects and funding. The Plan proposes a general geographic targeting approach and notes that projects will be evaluated as part of the standard, annual Housing Finance Program RFP process, or as part of specific RFP processes (such as the Northgate Redevelopment RFP review process). The Plan notes that the County would work with local jurisdictions in each geographic area, and with the Historic South Downtown Public Development Authority. However, the Plan does not propose how or if Council would be engaged in project approval. Executive staff have noted that they plan to present a more detailed proposal on Council review of housing projects and funding, such as interfund loans.  

· Schedule for bond issuance. The Plan proposes that the County use interfund loans to cover short-term development costs so as to minimize the expense of bond issuance and to comply with the requirement that bond–funded projects must be developed within three years of bond issuance. The Plan does not clearly outline a schedule for bond issuance, the mechanism for Council review of interfund loans, or how interfund loans and bonds would be modeled over time. Executive staff have noted that they plan to present a more detailed proposal and financing model.

· Future (post-bond) projects. The State Workforce Housing Bill limits bonds to half of the post-2021 revenues from the portion of the lodging tax dedicated to workforce housing. The proposed Plan estimates that this requirement would lead to approximately $7 million a year in 2021 and beyond being used for debt service for the bonds, with another $7 million a year available beginning in 2021 to be used for ongoing workforce housing and youth homelessness efforts. The proposed Plan does not attempt to plan for this future revenue, as it will not be available until 2021.

ATTACHMENTS

1. Proposed Motion 2016-0276 and attachment
2. [bookmark: _GoBack]Chapter 102, Laws of Washington 2015
3. Transmittal Letter

INVITED

1. Adrienne Quinn, Director, Department of Community and Human Services
2. Mark Ellerbrook, Regional Housing and Community Development Manager, Department of Community and Human Services
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