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SUBJECT

The proposed motion would acknowledge receipt of the affordable housing strategy report, which was prepared in response to Ordinance 17941, Section 58, Proviso P2.

SUMMARY

Housing affordability in King County has become a critical issue as rents and home prices have risen faster than incomes and as the number of people experiencing homelessness has increased. In response, the Council has increased the housing and shelter options available for people who are homeless or at risk of homelessness, including funding services to prevent and end youth and young adult homelessness; expanding the number of winter shelter beds; and implementing rapid re-housing programs to help people find permanent affordable housing.

In addition, the Council approved a proviso as part of the 2015/2016 biennial budget that required the Executive to prepare an affordable housing strategy outlining steps the County could take to address the challenge of housing affordability. The Executive's report provides a list of potential options for Council consideration. These potential options are organized into five categories:

1. Target resources, using the coordinated entry for housing programs and transit-oriented development housing funding;
2. Seek innovative housing partnerships and models, exploring partnerships with private developers, tax exemption plans, and new models for transit-oriented development;
3. Increase housing funding through a potential issue of hotel/motel tax bonds, the Mental Illness and Drug Dependency (MIDD) levy, the Veterans and Human Services levy, and other initiatives;
4. Increase housing stability through the recently-approved Best Starts for Kids levy, tenant protections, and housing preservation; and
5. Analyze and create strategies for future housing needs.


BACKGROUND 

In Fall 2014, as part of the development of the 2015/2016 biennial budget, the Council included a proviso requiring the Executive to develop an affordable housing strategy report. The proviso read: 

	P2 PROVIDED FURTHER THAT:
	Of this appropriation, $150,000 shall not be expended or encumbered until the executive certifies by a letter submitted to the council that:
	A.  The executive has created an interbranch work group to oversee development of a strategic plan including new regional and local initiatives to address the housing affordability and homelessness crisis that is worsening, instead of improving, with the economic recovery and expansion in King County.  The strategic plan shall provide an analysis of the housing situation within the urban growth boundary of King County and shall, at a minimum, explore the following concepts for improving housing affordability, funding additional below-market housing, preserving moderate income housing, exploring new models for sheltering homeless individuals and families and providing leadership and coordination of for-profit and nonprofit housing construction throughout King County by:
	  1.  Expansion of the transfer of development rights program to allow urban-to-urban transfers of development rights to be used or sold for urban development with a portion of proceeds dedicated or given to nonprofit housing developers;
	  2.  Expansion of the current-use taxation provisions under state law to include and allow a voluntary current-use valuation for multifamily properties in exchange for modest rent increases commensurate with maintenance and the Consumer Price Index, maintenance of properties in good condition, and conditioned upon a right- of-first refusal for local governments and nonprofit housing developers to be able to purchase such current-use-valued properties;
	  3.  Refinements to inclusionary zoning provisions to encourage mixing of lower cost housing units with other units in exchange for greater floor area ratio or additional housing units would otherwise not be permitted under the King County Code;
	  4.  Pursuit of additional land banking opportunities around transit hubs and within other urban centers to increase the supply of below-market rate housing with an emphasis on creating a land banking program or organization that leverages private investment to match public investment;
	  5.  Formation of a government and business and employers advocacy and education group to better communicate the necessities of sufficient housing supply in all communities for employees and their families;
	  6.  Possible formation of a local public development authority to focus solely on work force housing for those earning between fifty and eighty percent of median income;
	  7.  New funding and expansion of public funding for nonprofit housing developers and owners and local public housing authorities to produce, maintain and expand the number of housing units serving households at fifty percent of median income and below; and
	  8.  Investigation of new strategies and expansion of opportunities to shelter homeless individuals and families in community settings including, but not limited to, microhousing communities, that provide security and opportunities to access medical and social services; and
	B.  The work group shall be scheduled to meet regularly.  The work group shall, at a minimum, include council staff, executive staff from the department of community and human services, the prosecuting attorney's office and the office of performance, strategy and budget.  The purpose of the work group is to develop a strategic plan for new housing development opportunities and initiatives to improve housing affordability and potentially generate new resources to fund below market housing within King County.
	The proposed scope of work and schedule for the work group shall be attached to the letter required by this proviso.  The letter and scope of work required to be submitted by this proviso shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number.
	The letter shall be transmitted 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 policy staff director and the lead staff for the regional policy committee, the transportation, economy and environment committee and the health and human services committee, or their successors.
	The scope of work and schedule for the work group shall include the submittal of a strategic plan to the executive and council by September 30, 2015.
On July 10, 2015, the Executive transmitted the letter required by the proviso to the Council.[footnoteRef:1] The letter summarized the Executive's ongoing work on housing issues and the issues that would be pursued as part of the affordable housing strategy. The Health, Housing and Human Services Committee was briefed on the letter and the plans for development of the affordable housing strategy on July 21, 2015.[footnoteRef:2] [1:  2015-RPT0112]  [2:  2015-B0143] 


On September 30, 2015, the Executive transmitted a framework for the affordable housing strategy.[footnoteRef:3] The framework included a housing needs assessment; an outline of the current funding and organizational structure for constructing and preserving affordable housing; a description of upcoming opportunities for additional funding for affordable housing; and an inventory of affordable housing tools. The The Health, Housing and Human Services Committee was briefed on the framework and the plans for next steps on November 17, 2015.[footnoteRef:4] [3:  2015-RPT0146]  [4:  2015-B0214] 


In late December, the Executive transmitted his affordable housing strategy report as an attachment to Proposed Motion 2016-0021. This transmittal is the final component of the proviso response.

ANALYSIS

The proviso response was transmitted as required. It complies with each of the required elements. However, the affordable housing strategy does not provide detail on timing or mechanisms to implement the list of strategies included in the report. As a result, the Council may wish to engage in ongoing discussions with the Executive and his staff, Council staff, and All Home, to formulate a detailed plan for steps the County can take to address housing affordability.

Housing Affordability Challenges. The report prepared by the Executive provides a summary of the challenge facing low and moderate income households in King County: 

· Renter households make up approximately 40 percent of all households in King County, but make up nearly 70 percent of households earning less than 50 percent of area median income ($43,400 for a family of four).

· Rents have increased such that, on average, households earning 80 percent of area median income can only afford to live in South King County; and households earning 50 percent of area median income or below there is no area in King County that is affordable.

· As a result, nearly 50,000 households earning 30 percent of area median income (approximately Washington State's minimum wage) and nearly 15,000 households earning 50 percent of area median income pay more than half their income toward rent each month.

· These 65,000 unstably housed households are at risk of homelessness, because the burden of rent costs affects their ability to cover other needs and leaves them vulnerable when they have emergency expenses. 

· Black or African American and Hispanic households are disproportionately likely to be unstably housed due to severe rent burden.

· The 2015 One Night Count of those who are homeless identified 3,772 individuals without shelter, as well as 6,275 people in emergency shelter or transitional housing, for a total of 10,047 people experiencing homelessness on that night.

Affordability Strategies. The Executive's report lists a number of potential strategies but does not provide much detail at this point about next steps toward implementation. The Executive has indicated the intention of developing these strategies in consultation with Council. The strategies listed are printed below as they appear in the Executive's transmittal with notes from Council staff in italics:[footnoteRef:5] [5:  Pages 15 and following of Attachment A to Proposed Motion 2016-0021] 


1. Target Resources:  Target affordable housing resources to specific needs, ensuring that regions and/or populations receive the appropriate type of housing intervention.

· Implement Homeless Coordinated Entry for All Populations:  This will ensure that each homeless individual or household receives the appropriate level of service while allowing King County to prioritize and efficiently utilize homeless resources. 

The 2009 Federal Homeless Emergency Assistance and Rapid Transition to Housing (HEARTH) Act requires that local continuums of care develop “coordinated entry” systems to provide a single point of entry to affordable housing programs. Work is currently underway to develop coordinated entry for all populations in King County as part of the transition of the Homeless Management Information System (HMIS) from the City of Seattle to King County (Motion 14472).

· Target Housing Capital Resources:  In order to ensure that limited capital resources are used wisely, target affordable housing capital resources to the specific sub-regions and/or populations based on need and housing type.

King County and its funding partners issue several combined Notice of Funding Availability requests for proposals each year. These are typically focused around specific areas of need, for instance for housing for specific populations. 

· Deploy the Transit Oriented Development (TOD) Bond Program Around High Capacity Transit Sites:  Up to $45 million in bond proceeds will be used at or near capacity transit notes in Seattle, East, and South King County for affordable workforce housing.

The County has been given the authority to issue bonds against the portion of the post-2021 hotel-motel tax dedicated to workforce housing and services for homeless youth. (SHB 1223) This could result in approximately $45 million between now and 2021.

In addition, Sound Transit will be eligible to issue up to $20 million in bonds for transit-oriented affordable housing if ST3 is successful.

· Formalize TOD Partnerships Between King County Metro, DCHS, and Sound Transit:  DCHS will work with Metro and Sound Transit on a TOD partnership as both transit agencies work on expanding service and redeveloping publicly owned property.

2. Seek Innovative Partnerships and Housing Models:  Identify new affordable housing partnerships and models, including those with County departments, private market landlords, and market rate developers.

· Utilize Publicly Owned Property for Innovative Affordable Housing:  Develop pilots on publicly owned property for innovative housing options such as micro modular housing, encampment with service access, and shelter with permanent supportive housing.

In late 2015, the Executive transmitted a report[footnoteRef:6] that identified several publicly owned properties. This issue has not yet been separately briefed. [6:  2015-RPT0177] 


· Explore Incentivizing the Production of Accessory Dwelling Units:  Work with local municipalities to explore programs that streamline production of accessory dwelling units through technical and financial assistance.

· Explore Partnerships with Market-Rate Developers:  Seek partnerships with market rate developers to include affordable housing units in market rate projects.

· Support Implementation of Multi-Family Tax Exemption (MFTE):  Consider adoption of MFTE for unincorporated areas and County leadership for municipal adoption of MFTE will lead to a powerful incentive program being available County wide. King County will also support a state legislative strategy to expand MFTE to include existing apartments in addition to new construction.

As of the writing of this report, the Legislature is currently considering three bills that would allow tax exemption for the provision of affordable housing:

· HB 2442 would provide a 60 percent property tax exemption for housing serving people at or below 80 percent of area median income within designated Affordable Housing Incentive Zones. SB 6311 would do the same thing but would exclude the levy for common schools from the tax exemption.

· SB 6239 would provide an exemption from ad valorem property taxes (except for the State of Washington portion) for up to 15 years (with an additional three years allowed for properties that meet energy efficiency standards) for housing serving people at or below 50 percent of the county's median income (or 60 percent of median income in high-cost areas that are defined as having home prices 130 percent above the statewide median price).

· Utilize County Owned Property to Pilot New TOD Models and Partnerships:  Use publicly owned property to pilot new models and partnerships to produce affordable housing near high capacity transit.

The Executive is expected to transmit a proposal for the $21 million Regional Equitable Development Initiative (REDI) Fund during the first quarter of 2016. The REDI Fund was developed as part of the Puget Sound Regional Council's Growing Transit Communities project. The REDI Fund would be a revolving loan fund that would be used to purchase land and buildings near transit stations for workforce and mixed-income housing. The REDI Fund could leverage development of affordable housing on public properties near transit.

3. Increase Housing Funding:  Expand current affordable housing investments and ensure they enhance other County programs and strategies.   

· Issue Hotel/Motel Tax Bonds for Transit Oriented Affordable Workforce Housing 

The County has been given the authority to issue bonds against the portion of the post-2021 hotel-motel tax dedicated to workforce housing and services for homeless youth. (SHB 1223) This could result in approximately $45 million between now and 2021. 

· Dedicate Mental Illness and Drug Dependency (MIDD) tax Housing Resources:  Seek to incorporate dedicating MIDD resources for affordable housing capital and operating and service support to create long term affordable housing for King County residents who are experiencing mental health or substance use disorders in the 2016 renewal.  A range of housing resources should be created from low barrier housing such as permanent supportive housing to housing for those who are farther along in their recovery journey and need clean and sober housing.   

Work on MIDD renewal options is currently underway.

· Explore Increased Veterans and Human Services Levy Funding in 2017 Renewal for Housing:  Evaluate including dedicated housing service funding in the renewed levy, assisting both veteran and non-veteran households 

Council will need to determine how it wishes to approach potential renewal of this levy.

· Identify Options for Consideration for Implementing a County-Wide Affordable Housing REET:  Evaluate affordable housing Real Estate Excise Tax and develop a plan to work at the state legislative and/or voter levels to obtain approval.  

In 2002, the State Legislature authorized counties to implement a 0.5 percent REET for affordable housing (RCW 82.46.075). However, the statute requires that the county must have imposed the 1.0 percent REET III option for conservation areas by January 1, 2003. Since REET III was only levied by San Juan County at the time of the deadline, this tax for affordable housing is effectively restricted to San Juan County.[footnoteRef:7]  [7:  http://dor.wa.gov/docs/reports/2010/Tax_Reference_2010/50reet.pdf] 


· Connect Housing Funding to Other County Initiatives:  Leverage other programs, including Communities of Opportunity and Familiar Faces, to amplify the impact of affordable housing investments.

Communities of Opportunity will be an issue considered by Council in implementing the Best Starts for Kids levy.

4. Increase Housing Stability:  Employ and explore multiple approaches to achieving housing stability for County residents, one of the most effective and least expensive affordable housing strategies.

· Implement Best Starts for Kids Funds to Support Housing stability:  The Best Starts for Kids Levy has $19 million to prevent and divert youth and their families from homelessness.

The Best Starts for Kids levy includes $19 million for a Youth and Families Homelessness Prevention Initiative that is modeled on the Domestic Violence Housing First[footnoteRef:8] program. An implementation plan for the initiative is due to the Council by March 1, 2016. (Ordinance 18088) [8:  http://wscadv.org/projects/domestic-violence-housing-first/] 


· Adopt Additional Tenant Protections:  Consider adopting broader tenant protections, increasing housing stability for many low and moderate income renters in unincorporated King County.

· Promote Affordable Housing Preservation: Using both existing and new models, such as the Regional Equitable Development Initiative (REDI) fund, work aggressively to preserve affordable housing, which is less costly than building new affordable units.  

The Growing Transit Communities Partnership has developed a $21 million Regional Equitable Development Initiative (REDI) Fund to promote equitable development. The Council will consider opportunities to use the REDI Fund to support strategic acquisition of land and buildings for affordable housing near transit. (Expected Q1 2016)

5. Analyze and Create Strategies for Future Housing Needs:  Analyze housing and population trends to inform how funds are directed through various RFP processes and what changes need to be made to the County's housing strategy.  For example, King County will look at future demographic and income trends such as the growing need for senior housing.


ATTACHMENTS

1. Proposed Motion 2016-0012, including attachments

INVITED

· Mark Ellerbrook, Regional Housing and Community Development Manager, Community Services Division, Department of Community and Human Services
· Michelle Allison, Director of Council Relations, King County Executive's office
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