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Metropolitan King County Council
Budget and Fiscal Management Committee

REVISED STAFF REPORT

	Agenda Item:
	
	Name:
	Andrew Kim

	Proposed No.:
	2023-0170
	Date:
	July 12, 2023



COMMITTEE ACTION

	
Proposed Substitute Motion 2023-0170.2 acknowledging receipt of the Impact of Redlining and Racist Real Estate Practices on King County Residents – Wastewater Capacity Charge Exemption Recommendations final report, passed out of committee on July 12, 2023, with a “Do Pass” recommendation. The Motion was amended in committee with Striking Amendment S1 and Title Amendment T1 to make technical changes.




SUBJECT

A motion acknowledging receipt of the Impact of Redlining and Racist Real Estate Practices on King County Residents – Wastewater Capacity Charge Exemption Recommendations final report.

SUMMARY

The 2021-2022 Biennial Budget included a proviso to require the executive to transmit a report on the application of the county’s wastewater capacity charge to county residents who themselves, or whose progenitors, or both, were impacted by racial deed restrictions, racial covenants, and redlining practices. The proviso also required the executive to transmit a proposed ordinance based on the report’s recommendations. The COVID 9 supplemental appropriations ordinance amended the budget proviso to extend the transmittal deadline of the report to April 1, 2023 but also require a status report on the final report by June 1, 2022. The executive transmitted the status report on June 3, 2022 which provided details on the report’s methodology and WTD’s decision to contract with ECONorthwest as the lead consultant to help with the report.

The proposed motion would acknowledge receipt of the final report which was transmitted by the executive on April 5, 2023. The report found that, since 1950, the lost intergenerational wealth for Black, Indigenous, and People of Color (BIPOC) county residents impacted by race-based restrictive real estate practices is between $12 billion and $34 billion and of the total between $5.4 billion and $15.8 billion for Black residents. Based on federal and state legal limitations, the final report did not recommend an exemption or a reduced rate to the wastewater capacity charge for those impacted by racial deed restrictions, racial covenants, and redlining practices. The final report highlights policies that cities and jurisdictions in the country have considered and implemented to restore justice for race-based restrictive real estate practices.

Council staff has determined that the final report addresses all of the proviso requirements. Council staff has also prepared Striking Amendment S1 and Title Amendment T1 to make technical corrections.

BACKGROUND 

Definitions.  The following definitions were included in the Impact of Redlining and Racist Real Estate Practices on King County Residents – Wastewater Capacity Charge Exemption Recommendations final report.

· Racial deed restrictions (sometimes referred to as racial restrictive covenants) were clauses within property deeds that specifically prevented BIPOC individuals from buying land. These legally enforceable contracts ensured that any property with a racial deed restriction would only be sold to white people which, in combination with the practice of redlining, exacerbated the disparity between white and BIPOC land and homeownership. Many racial deed restrictions are still written into existing deeds; however, these racial deed restrictions are no longer enforceable after the 168 Supreme Court Fair Housing Act, which banned discrimination on the basis of race or ethnicity in the sale or rental of housing.[footnoteRef:1] [1:  Source: Seattle Civil Rights and Labor History. 2021. “Racially restrictive Covenants Map Seattle/King County.”] 


· Redlining was the racist practice instituted by the government-sponsored Home Owners’ Loan Corporation in 1930 which ranked major neighborhoods across the nation by grades and created color-coded maps to establish rules around investment and loan-worthiness. Neighborhoods that were given grade “A” were deemed least risky and were marked on maps by the color green, whereas neighborhoods with grade “D” were considered most risky and given the color red. Neighborhoods with Black residents and surrounding areas were the most likely to be marked as red and therefore denied access to mortgage programs provided by banks at this time. This racist practice further exacerbated the homeownership divide between white communities and BIPOC communities, particularly for the Black community.[footnoteRef:2] The following figure shows a redlining map for Seattle from 1923. [2:  Source: Nelson, Robert K. 2016. “Mapping Inequality: Redlining in New Deal America.” Bunk History (See Map: https://dsl.richmond.edu/panorama/redlining/#loc=5/39.1/-94.58).] 


· Reparations are broadly known as a form of compensation for those who have been wronged or harmed. However, within the U.S., reparations are usually referenced back to the notion of “40 acres and a mule” as the response to redress the gruesome impacts of slavery. Reparations typically seek to recognize and atone for the harm caused to victims through providing “direct material and symbolic benefits to survivors.”[footnoteRef:3] [3:  Source: Ladisch, Virginie, and Anna Myriam Roccatello. “Transitional Justice and the Legacy of Slavery and Racism in the United States.” The Color of Justice, ICTJ, p. 8.] 
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Budget Proviso.  The 2021-2022 Biennial Budget[footnoteRef:4] included a proviso in the Wastewater Treatment Division’s (WTD) budget to require the executive to transmit a report on the application of the county’s wastewater capacity charge to county residents who themselves, or whose progenitors, or both, were impacted by racial deed restrictions, racial covenants, and redlining practices. The proviso also required the executive to transmit a proposed ordinance for an exemption program or a reduced rate to the capacity charge for those impacted populations based on the report’s recommendations.  [4:  Ordinance 19210, Section 112, Proviso P2.] 


The COVID 9 supplemental appropriations ordinance[footnoteRef:5] amended the budget proviso to extend the transmittal deadline of the report to April 1, 2023 but also require a status report on the final report by June 1, 2022. The following provides the entire budget proviso with amended language marked with underlines and strikethroughs.  [5:  Ordinance 19443, Section 28, Proviso P2.] 


P2 PROVIDED FURTHER THAT:
Of this appropriation, $200,000 shall not be expended or encumbered until the executive transmits a status report and a final report on the application of the wastewater capacity charge provided for in K.C.C. 28.84.050.O.1. to King County residents who themselves, or whose progenitors, or both, were impacted by racial restrictions in the acquisition of residential real estate, in the form of racial deed restrictions, racial covenants and redlining practices and, if recommended by the transmitted final report, a proposed ordinance that amends K.C.C.28.84.050 to provide for a wastewater capacity charge exemption or reduced cost for those impacted populations and a motion that acknowledges receipt of the final report and a motion acknowledging receipt of the final report is passed by the council.  The motion should reference the subject matter, the proviso's ordinance number, ordinance section and proviso number in both the title and body of the motion.

The final report shall include, but not be limited to, the following:
A. 
1. [bookmark: _Hlk139727614]A historical overview of race-based restrictive real estate practices, together with identification of neighborhoods or geographic areas of application and racial groups targeted or impacted by such restrictive practices that limited or constrained the opportunity to purchase real estate based on the race of the prospective purchaser, or that had the effect of restricting purchase financing in "redlined" neighborhoods due to the presence of targeted demographic groups.  For the purposes of this proviso, "race-based restrictive real estate practices" include, but are not limited to, race-based restrictive covenants and deed restrictions and restrictive lending practices commonly referred to as "redlining";
2. A discussion of the tolerance of such race-based restrictive real estate practices by jurisdictions of local government during the period of implementation of such practices;
3. A discussion of the effects of race-based restrictive real estate practices, with particular attention to:  (a) how race-based restrictive covenants and deed restrictions contributed to restricting targeted or impacted racial populations to specific neighborhoods; and (b) how redlining practices limited real estate purchase opportunities within such neighborhoods; and
4. The estimated value of intergenerational wealth not realized by targeted or impacted racial groups based on factors including the size of the populations impacted and current rates of home ownership by racial group as compared to nontargeted, nonimpacted populations during the same time periods;
B. Trends in home ownership rates over the period of implementation of such race-based restrictive real estate practices for those targeted or impacted racial groups as compared to nontargeted or nonimpacted racial groups and the same comparison in home ownership rates between the groups currently;
C. An estimate of the number of persons, by targeted or impacted racial group, present in King County during the periods when race-based restrictive real estate practices were enforceable;
D. A discussion of the purpose and intent of the wastewater capacity charge, as a fee for connection to the sewer system for those populations residing in structures connecting to the system for the first time after the initiation of the wastewater capacity charge in 1990, and the current and projected rate of the capacity charge through 2025; and
E. An analysis and recommendation on the establishment of a wastewater capacity charge exemption or reduced rate for identified populations, and identification of program considerations such as the estimated numbers of persons who may be eligible to participate in such exemption or reduced rate, including any changes to the King County Code or county policies necessary to implement an exemption or reduced-rate program.

If the recommendation of the executive is to propose an exemption program or a reduced rate, then the executive shall transmit a proposed ordinance to the council to effectuate the recommendation.  Included in the qualification criteria for an exemption program or reduced rate shall be the requirements that applicants demonstrate that they, their progenitors, or both:  (1) were alive and living in King County during the period that race-based restrictive real estate practices were enforceable; and (2) did not acquire residential real estate before February 1, 1990, the effective date of the initial capacity charge.

The executive should electronically file a report on the status of the final report by June 1, 2022, with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff and the lead staff for the regional water quality committee and the budget and fiscal management committee, or their successors.

The executive should electronically file the final report, the proposed ordinance, if applicable, and motion required by this proviso no later than ((June 1, 2022)) April 1, 2023, with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff and the lead staff for the regional water quality committee and the budget and fiscal management committee, or their successors.

Status Report.  As required by the amended budget proviso, the executive transmitted a status on the final report entitled Impact of Racial Redlining on King County Capacity Charge Customers – Status Report[footnoteRef:6] on June 3, 2022. The status report provided the following updates: [6:  Report 2022-RPT0074.] 

· An interdepartmental project team consisting of staff across various departments, including the Prosecuting Attorney’s Office (PAO), was formed to guide the work of the report given the importance of the work to these departments;
· WTD contracted with ECONorthwest[footnoteRef:7] to conduct the study that will form the basis of the final report; [7:  ECONorthwest is a consulting firm specializing in research and data analytics in the areas of historic and ongoing systemic barriers to housing access and economic mobility.] 

· ECONorthwest formed a supplementary research and review advisory team comprised of university-level economists and subject matter experts;
· ECONorthwest enlisted a community outreach project team member to gather personal stories from individuals who have been affected by redlining and racially restrictive practices; and
· WTD reported that it was on-track to transmit the report by April 2023 as required.

Wastewater Capacity Charge.  RCW 35.58.570 authorizes the county to impose a capacity charge on users of the county’s wastewater treatment system (WTD system) when a user connects, reconnects, or establishes a new service to sewer facilities that discharge into the WTD system. The capacity charge is in addition to WTD’s sewer service charge (“sewer rates”) and helps pay for the system of pipes, treatment plants, and other wastewater facilities that serve a growing regional customer base.

The capacity charge is applied to sewer connections made after February 1, 1990, to ensure that ”property owners bear their equitable share of the cost of WTD system” or have “growth pay for growth.”[footnoteRef:8] The capacity charge is a monthly charge that is billed quarterly for 15 years for each new connection, although it can be paid off earlier in a lump sum at a discount. The county bills each user (or customer) directly. [8:  RCW 35.58.570.] 


For residential customers, the county uses the type of structure, size of structure, and number of dwelling units in a structure to calculate the number of “residential customer equivalents” (RCEs). As per K.C.C. Section 28.84.050.O.3, for connections or establishment of new service on or after January 1, 2021, the RCE for a single detached dwelling unit is determined based on that structure‘s square footage (i.e., less than 1,500 sq. ft. = 0.81 RCEs, between 1,500 and 2,999 sq. ft. = 1.0 RCE, and greater than 3,000 sq. ft. = 1.16 RCEs). The RCE for a multi-family structure is determined based on the number of dwelling units within the structure (two to four or five and more dwelling units). For a unit to obtain the microhousing-structure RCE, the unit must meet square footage and plumbing fixture restrictions.

Current Discount and Assistance Program.  In June 2019, Ordinance 18915 established a capacity charge assistance program for qualified low-income senior and disabled homeowners which does the following:
· Payment deferral through property liens: Allow low-income senior and disabled homeowners, who qualify for the property tax exemption program under RCW 84.36.381, to defer payment of the capacity charge through the placement of a property lien for the balance owed, waiving of fees, and a reduction in the interest rate;
· Reduced charge for income-restricted, affordable housing: Expand the 50% reduction of the capacity charge for all affordable housing units regardless of unit size;[footnoteRef:9] [9:  Prior to Ordinance 18915, the 50% reduction only applied to studio-sized units in multi-family buildings.] 

· Reduced charge for shelter housing: Provide for a 50% reduction of the capacity charge for housing intended to support residents who are experiencing homelessness;
· Connecting customers with support services: WTD to work with Washington 2-1-1, which maintains a statewide database of community help resources, as a partner to connect customers experiencing financial hardship with free support services; and
· Payment plan options: Allow residents that are delinquent in payment up to a full year to pay outstanding balances due through monthly payments.

2024 Capacity Charge.  In June 2023, Ordinance 19623 increased the monthly capacity charge to $74.23. As shown in the table below, the capacity charge for 2024 will be a 2.4% increase from the current year and is projected to account for about 14.6% of WTD’s annual revenues in 2024. Capacity charge revenue forecasts have historically used a conservative 6% year-over-year growth. More recently, this long-term growth assumption was reduced to 5% to reflect a reduction in new commercial connections. For 2023 and 2024, this assumption was reduced further to 3% to reflect reduced growth in capacity charge customers during the pandemic.
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WTD has contracted with a consultant to review the methodology used to develop the capacity charge and develop options for an updated methodology. WTD intends to transmit legislation to update the capacity charge methodology and it is tentatively listed in the 2024 Regional Water Quality Committee’s (RWQC) work program for discussion in September. 

ANALYSIS

Proviso Requirements.  The proposed motion would acknowledge receipt of the Impact of Redlining and Racist Real Estate Practices on King County Residents – Wastewater Capacity Charge Exemption Recommendations final report which was transmitted by the executive on April 5, 2023. The final report is based on ECONorthwest’s report entitled: Redlining and Wealth Loss: Measuring the Historical Impacts of Racist Housing Practices in King County (Appendix B to the final report).
Council staff has determined that the final report addresses all of the proviso requirements. The following provides key excerpts from the final report that addresses each proviso requirement:

A.1. Historical overview of race-based restrictive real estate practices and identification of neighborhoods or geographic areas:
· The final report provides a comprehensive summary of key discriminatory homeownership practices and policies enacted or tolerated by the federal government, Washington State, the county, and local jurisdictions in the county that have contributed to racial homeownership disparities, preventing BIPOC households from attaining homeownership in the county.
· In 1855, Washington’s first territorial governor compelled Indigenous Tribes in the area to cede their lands and move to reservations.
· Created in 1934, the Federal Housing Administration (FHA) incentivized communities to embrace single-family zoning and racial deed restrictions to be considered for mortgage insurance, feeding into the practice of redlining.
· The 2008 housing crisis disproportionately impacted Black households because many banks targeted Black households for subprime loans—a practice known as “reverse redlining”—leading to a higher rate of foreclosures.
· Timeline of Race-Based Restrictive Real Estate Practices in King County is included as Appendix D to the final report.

A.2. Tolerance of race-based restrictive real estate practices by local government:
· The U.S. Supreme Court banned the use of zoning detailing “Black” and “White” neighborhoods in 1917, but the practice continued in ways around the law, appearing “race-neutral.” The new zoning plans did not explicitly mention race, but the intent was often clear: 
· In 1923, the City of Seattle created a municipal “comprehensive plan,” becoming the first city in the county to pass a zoning ordinance, where it established “first residence districts,” or “R-1 zones,” which were limited to single-family dwellings, public schools, churches, and parks; and “R-2,” or “second residence districts,” which permitted any use included in the first residence district, as well as dwellings, flats, apartments, boarding or lodging houses, and hotels. Black residents had already settled in the R-2 zoned areas prior to the adoption of the zoning ordinance.
· King County adopted its first zoning Ordinance in 1937 which also introduced single-family zoning to all unincorporated areas through its R-1 Residential Districts which often had the effect of excluding BIPOC families, which more often represented low-income households and, therefore, would not have been able to afford single family housing.

A.3. Effects of race-based restrictive real estate practices:
· In 1975, the Central Seattle Community Council Federation released the “Redlining and Disinvestment in Central Seattle” report which found that redlining and disinvestment were major contributors to the struggles of predominantly Black neighborhoods.
· In 1990, the Washington State Legislature passed the Growth Management Act (GMA) to manage urban growth in the state. The GMA’s restriction on development exacerbated the lack of housing supply which resulted in rising home prices and rents which has disproportionately impacted BIPOC households.

A.4. Estimated value of intergenerational wealth not realized in the county of those impacted by race-based restrictive real estate practices:
· Since 1950[footnoteRef:10], the lost intergenerational wealth for BIPOC county residents impacted by race-based restrictive real estate practices is between $12 billion and $34 billion and of the total between $5.4 billion and $15.8 billion for Black residents. The lower estimate is based on inflationary adjustments and the higher estimate is based on the growth of the S&P 500. [10:  There is a lack of adequate historical recordkeeping and, consequently, available data from the period of time when redlining was practiced in the county. While racialized housing practices have existed throughout U.S. history, the U.S. Census Bureau did not start collecting information on income until 1950. ECONorthwest’s methodology used income estimates to parse and quantify the financial impact of racist housing policies which limited the historical range of the analysis to the years between 1950 and 2019.] 


B. Trends in home ownership rates during the time of race-based restrictive real estate practices:
· Trends in homeownership rates shows that the Black homeownership rate in 2019 continues to be well below that of other races in the county. See figure below. Moreover, research on the national scale reveals that barriers to accessing credit and financial products, mortgage discrimination, eviction rates, and gentrification/displacement are all current contributors to homeownership disparities among racial and ethnic groups.
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· Discriminatory practices and policies in government, the banking, and real estate industries continue to impede access to homeownership for BIPOC households today. These discriminatory practices negatively affect credit scores, mortgage access, and the general financial security of BIPOC households, such that obtaining homeownership has been, and continues to be, a significant and unacceptable hurdle.

C.  Estimated number of persons in the county impacted by race-based restrictive real estate practices:
· ECONorthwest estimates that the number of BIPOC residents present in the county during the periods when race-based restrictive real-estate practices were enforceable is estimated to be 386,600, which represents approximately 129,300 households.

D. Purpose and intent of the wastewater capacity charge:
· The final report provides background of the county’s wastewater capacity charge. See summary in the Background section of this staff report.

E. Analysis and recommendation for a wastewater capacity charge exemption or reduced rate for those impacted by race-based restrictive real estate practices and transmission of proposed ordinance based on the report’s recommendation:
· The final report did not recommend an exemption or a reduced rate on the wastewater capacity charge for those impacted by race-based restrictive real estate practices. This was based on both state (RCW 35.58.570), and federal (Equal Protection Clause of the U.S. Constitution) laws that prohibit rate classifications, set capacity charge rates, or waive the payment of the capacity charge based on a property owner’s race. Therefore, the executive did not transmit any related proposed ordinance.
· [bookmark: _Hlk139750268]The final report also highlighted policies that other cities and jurisdictions in the country have considered and implemented to restore justice for race-based restrictive real estate practices. Some of these include the following:
· Homeownership: City of Denver’s “metroDPA Social Equity Program” offers $15,000 to $25,000 in down payment assistance for residents or descendants of someone who lived in a Denver neighborhood that was redlined between 1938 and 2000 who make less than $150,000 a year and have a credit score of 640 or higher.
· Homeownership: In 2019, the City Council of Evanston, IL voted to allocate the first $10 million in tax revenue from the sale of recreational marijuana to fund reparations initiatives that address the gaps in wealth and opportunity of Black residents, over a period of 10 years. For the first year, the city would distribute $400,000 to eligible Black households. Each qualifying household would receive $25,000 for home repairs or down payments on property. As of January 2023, the first 16 recipients were selected and have been given $25,000 in tax-free grants that can be used to pay for a home purchase, pay off a mortgage, or cover the cost of home improvements from the Restorative Housing Program, which aims to address the effects of housing discrimination and redlining on Black residents of Evanston.
· Restitutions: In April 2021, the Los Angeles County Board of Supervisors voted to return a stretch of beachfront known as “Bruce Beach” that was seized through eminent domain from a Black couple, Willa and Charles Bruce, 98 years ago. The Bruce couple purchased the land for $1,225 and is now worth around $75 million. In October 2021, Governor Gavin Newsom signed legislation that will enable the county to return the beachfront property to their descendants.
· Direct Cash Payments: In 1988, Congress allocated $1.25 billion for individual reparations, after President Ronald Reagan signed a bill providing $20,000 to each of the approximately 65,000 living Japanese Americans who had been interned during World War II.
· Education Assistance / Job Training:  In 2001, the Oklahoma legislature passed a bill to pay reparations for the Tulsa Race Massacre; the destruction of a Black thriving businesses community (Black Wall Street) in Greenwood, Oklahoma by mobs of white supremacists in 1921. Reparations included low-income student scholarships in Tulsa, an economic development authority for Greenwood, a memorial, and the awarding of medals to the 118 known living survivors of the destruction of Greenwood. However, some survivors and descendants have had their claims rejected because of statute-of-limitations restrictions.
· Reparations: The state of California established a task force to study, develop and vote on a reparation proposal for African Americans. In March 2022, the task force voted to restrict the eligibility of reparations to only African Americans who are descendants of enslaved people rather than all Black residents of California. The final report was issued on June 29, 2023 and determined the potential wealth loss from redlining practices is $223,239 per Black resident, potential wealth loss from mass incarceration is $124,678 per Black resident, and potential wealth loss from disparate health outcomes is $127,226 per year per Black resident.

Redlining and Air Pollutants in Seattle.  On July 5, 2023, the Environmental Health Perspectives[footnoteRef:11], published a paper entitled:  Exposure Disparities by Income, Race and Ethnicity, and Historic Redlining Grade in the Greater Seattle Area for Ultrafine Particles and Other Air Pollutants. The paper concluded that racialized communities, lower-income communities, and historically redlined neighborhoods in the Greater Seattle area were exposed to higher concentrations of Ultra Fine Particles (UPCs), Black Carbon (BC), nitrogen dioxide (NO2). UFPs are detrimental to cardiovascular, cerebrovascular, and respiratory health. [11:  A monthly journal of environmental health research and news, published with support from the National Institute of Environmental Health Sciences.] 


AMENDMENT

Council staff has prepared Striking Amendment S1 and Title Amendment T1 which would make technical corrections.
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