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Metropolitan King County Council
Local Services and Land Use Committee

STAFF REPORT

	Agenda Item:
	6
	Name:
	April Sanders

	Proposed No.:
	2023-0217
	Date:
	September 20, 2023



SUBJECT

Proposed Motion 2023-0217 would acknowledge receipt of the 2022 Health through Housing (HtH) Annual Report.

SUMMARY

In October 2020, Council passed Ordinance 19179, imposing the Health through Housing (HtH) sales tax, and Ordinance 19236, requiring the development of an implementation plan with the paramount goal of the creation and ongoing operation of 1,600 units of affordable housing with housing-related services.  In December 2021, Council adopted the Initial Health through Housing Implementation Plan (Plan) to govern the expenditure of HtH proceeds from 2022 through 2028 and requiring annual reporting to be transmitted on behalf of the HtH advisory committee.

The Plan required the Advisory Committee to report annually to the Council on expenditures, accomplishments, and effectiveness of the HtH initiative through an online HtH dashboard and code changes in Ordinance 19366 require the annual report to be transmitted to the Council, with a motion acknowledging receipt of the report.

The report includes a performance overview on accomplishments and effectiveness in 2022, site locations and other geographic information, financial information, information on the HtH Advisory Committee, and a conclusion and next steps. 

Of note in 2022, 803 people experiencing homelessness were either temporarily or permanently housed in HtH units; 158 additional units were purchased or were in escrow; and HtH’s permanent supportive housing buildings show housing stability rates of 96 to 98 percent as of December 2022

Motion 2023-0217 and the attached report appear to comply with the requirements of Ordinance 19366.





BACKGROUND 

Health through Housing Sales Tax. 

House Bill 1590 and RCW 82.14.530.  During the 2020 legislative session, the legislature passed House Bill 1590[footnoteRef:1], which amended RCW 82.14.530.  Previously, this housing sales tax was required to go to the ballot for authorization from voters before enactment, but House Bill 1590 provided the option for the tax to be councilmanic.  In 2021, the legislature amended the law again through Engrossed Substitute House Bill (ESHB) 1070, clarifying that acquiring units of new affordable housing is an eligible use of proceeds.[footnoteRef:2] [1:  1590 HBR APH 20.pdf (wa.gov)]  [2:  1070-S.E.pdf (wa.gov)] 


Counties were given until September 30, 2020 to impose the tax countywide.  After that date, cities could impose the tax (either by ballot or councilmanic).  According to the statute, if a county imposes the tax after one or more cities have already done so, the county must provide a credit to those cities for the full amount collected within each jurisdiction.  

State statute specifies the activities and services for which the tax may be used.  Table 1 below provides an overview of the statute’s spending requirements.

Table 1. Overview of Spending Allocation Requirements
	Allocation
	Requirements

	At least 60% of proceeds
	1) Constructing affordable housing – including new units within an existing structure and facilities providing housing-related services;
2) Constructing mental and behavioral health-related facilities;
3) Funding operations and maintenance of new affordable housing and facilities where housing-related programs are provided, or newly constructed evaluation and treatment centers

	Remaining Funds
	1) Used for operation, delivery or evaluation of mental and behavioral health treatment programs and services or housing-related services



Only the following population groups with at or below 60% median income for King County may be provided affordable housing and facilities providing housing-related programs generated using housing sales tax revenue:

1) Persons with behavioral health disabilities;
2) Veterans;
3) Homeless, or at-risk of being homeless, families with children;
4) Unaccompanied homeless youth or young adults;
5) Persons with disabilities; or
6) Domestic violence survivors.

Counties that impose the tax must consult with cities when siting facilities within jurisdictional boundaries.  Additionally, the county must spend at least 30% of revenue collected within any city with a population over 60,000 within that jurisdiction.  Currently, the following cities have populations over 60,000: Seattle, Bellevue, Kent, Renton, Federal Way, Kirkland, Auburn, Redmond, and Sammamish.

The state statute allows for the county to issue general obligation or revenue bonds and pledge up to 50% of the monies collected for bond repayment.  Bonded revenue may finance provision or construction of affordable housing, facilities where housing-related programs are provided, or evaluation and treatment centers.

Ordinance 19179.  On October 13th, 2020, Council passed Ordinance 19179[footnoteRef:3], imposing a sales and use tax of 1/10th of 1% for housing and related services, as authorized in RCW 82.14.530, discussed above.  Proceeds from the tax are deposited into the Health through Housing fund, which was established through Ordinance 19180[footnoteRef:4].   [3:  King County - File #: 2020-0337]  [4:  King County - File #: 2020-0319] 


According to Ordinance 19179, proceeds are required to be spent on the uses outlined in state statute as described above, prioritizing those within the specified population groups in RCW 82.14.520(2)(b) and whose income does not exceed 30% of the King County area median income (AMI).  Additionally, proceeds are required to be allocated with the objective of reducing racial and ethnic disproportionality among those experiencing chronic homelessness.  

The Ordinance also provides the County with the authority to issue bonds and use up to 50% of the monies collected for repayment of those bonds.

Ordinance 19236. Adopted in February 2021, Ordinance 19236 outlines the content and development approach for the HtH Implementation Plan and defines how revenues are to be spent. Per Ordinance 19236, the Executive is required to develop the Implementation Plan in consultation with the Affordable Housing Committee and the Chief Executive Officer of the King County Regional Homelessness Authority and transmit the plan to Council, along with legislation to establish the HtH Advisory Committee, no later than June 30, 2021.

Ordinance 19236 requires that the Implementation Plan include goals, strategies, performance measures, reporting requirements, a process for siting HtH funded affordable housing and behavioral health facilities, and a detailed annual spending plan for the first eight years of the tax. The required goals to be included in the Implementation Plan are:

· The creation and ongoing operation of 1,600 units of affordable housing with housing-related services; 
· An annual reduction of racial and ethnic demographic disproportionality among persons experiencing chronic homelessness in King County; and
· The creation and operation of a mobile behavioral health intervention program with access for its clients to be created, operated, or otherwise funded by proceeds.

Ordinance 19236 requires that legislation establishing the HtH Advisory Committee be transmitted with the Implementation Plan. The Committee would be tasked with providing advice to the Executive and Council and producing an annual report on the accomplishments and effectiveness of HtH sales tax expenditures. The Committee's responsibilities are to be described in the implementation plan and the membership would be required to include representatives of the following demographics: 

· Individuals who have experienced homelessness; 
· Racial and ethnic communities disproportionately represented among people experiencing chronic homelessness; 
· Residents of cities with populations greater than sixty thousand; 
· Residents of the unincorporated areas; and 
· Representatives from county, city, and subregional boards, commissions or committees pertaining to King County human services investments.

2021 HtH Activities.  In 2021, HtH revenue expenditures primarily went toward purchasing properties under Strategy 1: Capital Financing and Improvement of HtH Sites.  King County acquired a total of 9 buildings in 2021 across Seattle, Renton, Redmond, Auburn, and Federal Way.  Additionally, the County established a memorandum of agreement with the City of Seattle to permanently add 350 operations-only units to the HtH portfolio.  Lastly, the County opened and moved residents into the Mary Pilgrim Inn,a 100-unit building in North Seattle.

Initial Health through Housing Implementation Plan.  On December 7, 2021, Council adopted Ordinance 19366[footnoteRef:5], adopting the Initial Health through Housing Implementation Plan (Plan), which governs the expenditure of HtH sales and use tax proceeds from 2022 through 2028.  The Ordinance also created the HtH Advisory Committee. [5:  King County - File #: 2021-0330] 


The Plan established supporting goals to the paramount goal, which are:

· Supporting Goal 1: Annually reduce racial and ethnic disproportionality among persons experiencing chronic homelessness in King County (required by K.C.C. 24.30.030.A.1)
· Supporting Goal 2: Create and operate a mobile behavioral health intervention program with access for its clients to housing created, operated, or otherwise funded by HtH proceeds (required by K.C.C. 24.30.030.A.5)
· Supporting Goal 3: Increase HtH resident health by providing health care system enrollment and access on-demand to integrated healthcare for all HtH property residents while they reside in a HtH building
· Supporting Goal 4: Convert (through rehabilitation or “rehab”) into permanent supportive housing by December 31, 2028 at least 50% of HtH units that enter the portfolio as emergency housing
· Supporting Goal 5: Increase the number of organizations who can operate emergency, supportive, or other affordable housing who also specialize in serving a demographically overrepresented population or community amongst King County’s chronically homeless population
· Supporting Goal 6: Establish and maintain an online, publicly reviewable “dashboard” depicting current and historical performance data and information about the Health through Housing initiative
· Supporting Goal 7: Publish by December 31, 2026, an in-depth evaluation of the HtH initiative’s effectiveness

Further, the Plan included an Annual Expenditure Plan, including revenues and expenditures allocated to each strategy.  

Reallocation Letters. The Executive has transmitted two reallocation letters to increase funding for building acquisitions and capital improvements to continue to progress toward the HTH initiative’s 1,600 unit goal. These letters were transmitted to Council in February 2022 and November 2022.

Annual Reporting Requirements.  The Plan required the Advisory Committee to report annually to the Council on expenditures, accomplishments, and effectiveness of the HtH initiative through an online HtH dashboard[footnoteRef:6].  [6:  Health Through Housing (HTH) Dashboard - King County, Washington] 


The dashboard is required to be updated by June 15 each year starting in 2023 and would include, at a minimum:

· A list of Advisory Committee members;
· A map of locations of sites constructed or acquired, and locations and numbers of housing units;
· Demographic data of population residing in HtH-funding housing, including race and ethnicity;
· HtH initiative financial information, including annual revenue, allocation of proceeds for housing and operations to jurisdictions with HtH sites, actual expenditures of previous year’s proceeds among expenditure categories;
· Data on how HtH performs on various population-level and program performance measures.

Further, code changes in Ordinance 19366 require the annual report to be transmitted to the Council, with a motion acknowledging receipt of the report.

For additional information on the Plan, please reference the staff report for Ordinance 19366, the link to which is in the footnotes[footnoteRef:7]. [7:  King County - File #: 2021-0330] 



ANALYSIS

Proposed Motion 2023-0217 was transmitted on June 15, 2023, and the attached 2022 Health through Housing Annual Report (Report) appears to meet the requirements of Ordinance 19366.  Note that more detailed information and infographics can be found on the online HtH Dashboard, maintained by DCHS.

The content of the plan includes the following components and this staff report will focus on sections III and IV.

I. Executive Summary
II. Background
III. Report Requirements
IV. Conclusion/Next Actions
V. Appendix A: Reporting Elements Table and HTH Dashboard Guide
VI. Appendix B: Cumulative to Year End 2022 HTH Investments

As a reminder, the paramount goal of the HtH initiative, as established by Ordinance 19236 is to the creation and ongoing operation of 1,600 units of affordable housing with housing-related services for eligible households in King County that are experiencing chronic homelessness or that are at risk of experiencing chronic homelessness.  

Ordinance 19366 requires the Executive to file the annual report and accompanying motion on behalf of the HtH Advisory Committee.  The report indicates that the online dashboard was certified by the advisory committee, but does not speak to whether the report was transmitted on behalf of the advisory committee.

Report Requirements.

Performance Overview: Accomplishments and Effectiveness in 2022.  The report states that in 2022, the HtH initiative opened five buildings to new residents, acquired two additional buildings, and established supportive housing in jurisdictions where it had not previously existed.

Highlights from 2022 include:

· 803 people experiencing homelessness were either temporarily or permanently housed in HtH units;
· 158 additional units were purchased or were in escrow; 
· $70.2 million was spent on acquisitions, services, and other program activities;
· 348 individuals were permanently housed in HtH units or moved on to permanent housing elsewhere with the help of HTH resources;
· HtH’s permanent supportive housing buildings show housing stability rates of 96 to 98 percent as of December 2022. The majority of emergency housing buildings also show strong housing stability rates, with lower rates at one facility expected to be corrected in 2023;
· Baseline data on physical and behavioral health care access showed 31 percent of residents accessing physical health care and 32 percent of residents receiving behavioral health care through established publicly funded networks of care. On-site health and mobile behavioral health care specifically for HtH residents continues to expand.  

Table 2 below summarizes current progress towards the HtH initiative’s paramount goal of creating and operating 1,600 units of affordable housing with housing-related services.

Table 2. Progress Towards the Paramount Goal
	Status
	Housing Units

	Housing units, online
	666

	Housing units, in progress
	637

	Units converted to office space, online
	57

	Units converting to office space, in progress
	6

	Total Units
	1,366




In 2022, a total of 543 units across five buildings opened to residents. Particularly, in Renton, the Sidney Wilson Housing (110 units); in Seattle, the Birth Pitts Campbell Place (100 units), the North Star (100 units), and the Gateway in Honor of Tenaya Wright (131 units); and in Auburn, Don’s Place (102 units).  DCHS also expanded it’s network of operators, which now includes: the Urban League, Compass Housing Alliance, and the Lavender Rights Project, Downtown Emergency Service Center, Catholic Community Services, Plymouth Housing, and Chief Seattle Club.

Additionally, two new sites were acquired in 2022.  The former La Quinta Inn in Kirkland, at a cost of $28.8 million for 121 total units of emergency housing and the Capitol Hill Property in Seattle, at a cost of $11.6 million for 37 units of permanent supportive housing.

Regarding the implementation of health support services, the Mobile Response Team (MRT), required by the Implementation Plan, accessible van services, and food security services were activated at several sites in 2022, but the full range of health supportive services will be available at all HtH sites by 2024.  DCHS is waiting for comprehensive program data collection until the MRT is fully implemented in 2024.

Regarding the primary supporting goal of annually reducing the racial-ethnic disproportionality among persons experiencing chronic homelessness, the report states that HtH’s focus on housing historically marginalized communities that are more likely to experience homelessness has led to partnerships with organizations like Chief Seattle Club, the Urban League, and Lavender Rights Project.

Table 3 below overviews the race/ethnicity of HtH residents in 2022 compared to the chronically homeless population and the overall population in the County.

Table 3. Race/Ethnicity of HtH Residents Compared to the Overall Population

	Race/Ethnicity
	% of 2022 HtH Residents
	% of people in KC experiencing chronic homelessness
	% of KC population

	American Indian, Alaska Native, or Indigenous
	3%
	5%
	1%

	Asian or Asian America
	3%
	2%
	18%

	Black, African American, or African
	27%
	26%
	6%

	Hispanic/Latin(a)(o)(x)
	9%
	10%
	8%

	Multiracial
	5%
	7%
	7%

	Native Hawaiian or Pacific Islander
	2%
	2%
	1%

	Unknown/unreported
	6%
	3%
	N/A

	White
	45%
	45%
	58%



DCHS is planning additional racial equity strategies in 2023 and 2024, including: conducting culturally responsive homeless outreach; directing resources and technical assistance to organizations that are representative of, and accountable to, overrepresented communities, to equip them as operators of supportive housing; and developing a data-driven system for assessing referrals based on disproportionality and vulnerability to continued homelessness.

Site Locations and Other Geographic Information.  The HtH Initiative now includes 15 sites, including 11 acquired buildings and 4 operations-only buildings.  Map 1 below shows the location of each HtH building by housing type.

Map 1. HtH Site Locations[image: ]

Financial Information.  In 2022, HtH revenue totally $68.8 million, including $67.9 million from sales tax revenue and $0.8 million from interest.  Table 4 below identifies 2022 expenditures by strategy as compared to the estimates identified in the Implementation Plan.

Table 4. 2022 HtH Expenditures by Strategy (in millions)

	Strategy
	Projected Expenditure in IP
	Actual 2022 Expenditures (rounded)
	Percentage Change

	Strategy 1
Capital Financing and Improvements for HtH Sites
	$1.00
	$2.43
	143%

	Strategy 2
Emergency and Permanent Supportive Housing Operations
	$36.10
	$10.39
	(71%)

	Strategy 3
Behavioral Health Services Outside HtH Sites
	$8.10
	$8.70
	7%

	Strategy 4
Capacity Building Collaborative
	$0.40
	$0.12
	(88%)

	Strategy 5
Evaluation and Performance Measurement
	$0.60
	$0.25
	(75%)

	Strategy 6
Future Acquisition of Additional Facilities
	$0
	$29.95
	N/A

	Initiative Administration
	$1.90
	$1.37
	(28%)

	Bond Financing Cost
	$16.80
	$16.94
	1%

	TOTAL EXPENDITURES
	$64.70
	$70.15
	8%



DCHS provided the following rationales for the changes in projected expenditures and actual expenditures by strategy: 

· Strategy 1: Increased costs resulted from unexpected needs for infrastructure repairs at some HTH buildings, namely the Bob G, the Gateway, Salmonberry Lofts, Don’s Place, and Mary Pilgrim Inn. 
· Strategy 2: Fewer residents than initially projected, due to longer timelines needed to acquire and prepare HTH buildings and secure operators to initiate occupancy, led to reduced operational costs. 
· Strategy 4: Programming under this strategy was deferred due to prioritization of acquisition and opening facilities in 2022. As a result, execution of capacity building service contracts and activities happened later, resulting in lower-than-expected actual expenditures in 2022. DCHS has identified an external capacity building consultant to support strategy implementation, and projects increased expenditures in this strategy in 2023.
· Strategy 5: DCHS determined that the level of evaluation support that was initially budgeted was higher than the initiative’s actual need for evaluation resources at this stage of the initiative. All underspend in this category is anticipated to be reallocated to future expenditures in Strategy 2 via a forthcoming reallocation letter. 
· Strategy 6: Because the HTH Implementation Plan contemplated the completion of HTH acquisitions during 2021, funding needed to be shifted into Strategy 6 to support 2022 acquisitions.
· Initiative Administration: Fully staffing DCHS’ HTH team took longer than originally planned, causing lower spending on County staffing in 2022. Spending in this area has increased in 2023 and will continue to increase towards expected levels as the team reaches full staffing levels.

Table 5 below shows a summary of 2022 expenditures by jurisdiction.  However, Figure 14 in Attachment A includes a more detailed explanation of expenditures by jurisdiction broken down by acquisition costs, facility maintenance costs, program operations, and bond financing costs.  Note that the following cities passed legislation in 2020 to keep the tax revenue generated under RCW 82.14.530.  Further note that RCW 82.14.530 requires that King County spend at least 30 percent of revenue collected from cities with populations greater than 60,000 within that jurisdiction.


Table 5. Allocation of Expenditures by Jurisdiction

	HtH Host Jurisdiction
	2022 Expenditures

	Auburn
	$1,646,108

	Federal Way
	$2,027,496

	Kirkland
	$31,241,033

	Redmond
	$2,362,302

	Renton
	$4,406,679

	Seattle
	$18,026,015

	Other expenditures that cannot be readily allocated to specific jurisdictions.
	$10,444,522



Per unit costs vary greatly between HtH sites, but range from $121,711 and $322,000 for acquired units (operations-only facilities average $4,852 per unit).

HtH Advisory Committee.  On March 16, 2023, the Executive notified the Council of the following Advisory Committee member appointments: Elizabeth Archambault, Lena Bernal, Brook Buettner, Avon Curtis, Tulika Dugar, Isadora Eads, Febben Fekadu, Marissa Fitzgerald, Sean Healy, Sara Lidstrom, Krystal Marx, Sarah Stewart, Da’mont Vann, and Barbara Walker[footnoteRef:8].  The committee began meeting on May 18, 2023, and subsequently certified the online HtH dashboard as required by the Implementation Plan.  The Implementation Plan states that the Executive intended to convene the Advisory Committee in March 2022.  Executive staff stated that future annual reports will be transmitted on behalf of the committee. [8:  More information on the Advisory Committee can be found on the dashboard at the following link, under “Advisory Committee”: Health Through Housing (HTH) Dashboard - King County, Washington] 


Conclusion/Next Steps.  The Conclusion/Next Steps section of the report identifies conditions that have impacted DCHS’ ability to reach HtH acquisition goals, including complex and time intensive negotiations, greater site-specific facility needs and community engagement efforts than staffing models initially anticipated, and COVID-era challenges.  However, the report states that HtH continues to work towards the acquisition goal of 1,155 units.  Acquisition efforts are expected to be completed in 2024.

INVITED

· Simon Foster, Director of the Housing, Homelessness, and Community Development Division, Department of Community and Human Services (DCHS)
· Carolanne Sanders, Health through Housing Deputy Initiative Manager, DCHS
· Kelly Rider, Chief of Staff, DCHS

ATTACHMENTS

1. Proposed Motion 2023-0217 (and its attachments)
2. Transmittal Letter
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