
[image: image1.wmf]
Metropolitan King County Council
Growth Management and Unincorporated Areas Committee

Staff Report

	Agenda Item:
	6
	Name:
	Lauren Smith

	Proposed Ordinance:
	2003-0296
	Date:
	July 15, 2003

	Attending:
	Linda Peterson, Housing & Community Development
Cheryl Markham, Housing & Community Development
	
	


SUBJECT:

An ordinance adopting guidelines for the use of revenues created by the document recording fee in Substitute House Bill 2060.
BACKGROUND:
During the 2002 legislative session, the Washington State Legislature adopted Substitute House Bill (SHB) 2060 creating a document recording fee to be utilized for low income housing.  The legislature provided that administration of the fund be shared between local governments and the State.  The local portion of SHB 2060 funds is to be administered pursuant to a cooperative agreement between the County and the cities and towns within the County.

The passage of SHB 2060 stemmed in part from the work of the Housing Finance Task Force, a public-private interjurisdictional body appointed by Growth Management Planning Council in 1994.  The task force recommended that a dedicated local revenue source for regional affordable housing programs be secured, with oversight by existing administrative structures, and with the private sector at the table. 
In the spring of 2002, King County Housing and Community Development initiated a planning process based upon these recommendations, inviting representatives from local jurisdictions and private housing organizations to participate.  The King County 2060 Planning Group was convened and formulated a proposed set of guidelines to govern distribution of the local share of the new funds.  

SUMMARY:

Proposed Ordinance 2003-0296 would adopt guidelines governing the administration of the 60% local portion of the funds raised by a new document recording fee adopted by the legislature in 2002.  The Regional Affordable Housing Program (RAHP) guidelines would take effect after adoption by the King County Council, and would remain in effect until December 31, 2006.  In the spring of 2006, the planning group will reconvene to evaluate the RAHP and to make recommendations as to whether the guidelines should be retained or amended.
Major provisions of the RAHP Guidelines include:
DECISION MAKING STRUCTURE
Approving Body 

1. The existing (interjurisdictional) Joint Recommendations Committee shall review and adopt funding allocations (it was the intent of the legislature that existing structures be used to disperse funds in order to keep administrative costs as low as possible).
2. Allocations and policies must be consistent with the RAHP guidelines, the Consolidated Plans of the King County Consortium and the City of Seattle, and all other local housing plans as applicable.
Recommendations for Funding Allocations
1. The existing HOME working group shall be renamed the RAHP/HOME working group and shall be expanded to include a staff representative from the City of Seattle (Seattle staff will participate only in making RAHP recommendations).
2. The RAHP/HOME working group will make RAHP fund allocation recommendations and related allocation policy recommendations to the Joint Recommendations Committee:
a. King County Housing & Community Development staff will review all RAHP applications and make preliminary funding recommendations.

b. City staff will review applications for projects in their jurisdiction and make preliminary recommendations on those applications.

Subregional Allocation Targets

1. The RAHP may also address subregional housing needs, and will use subregional allocation targets as a means to achieve geographic equity.  Each subregion will be given a target percentage of RAHP funds for the initial 4-year period, of which they must receive 95% by December 31, 2006.  Subregions are as follows:

c. City of Seattle 

d. North/East (includes 34% of unincorporated urban and rural King County)

e. South (including 66% of urban and rural unincorporated King County)

Subregional Allocation Formula

1. The formula for allocating funds by subregion is as follows:
a. One-half of the allocation pool shall be targeted to the subregions based upon their existing relative share of the total need for affordable housing.  Need shall be determined by the percentage of low income households paying more than 30% of their income for housing in the subregion, according to US Census data.

b. One-half of the allocation pool shall be targeted to the subregions based upon their growth targets for future need, as established by the Growth Management Planning Council.  Future need shall be determined by the subregions’ relative share of total future need for affordable housing.  A subregion’s relative share of future need is the percentage of the subregion’s affordable housing target for low-income households relative to the cumulative affordable housing target for low-income households of all jurisdictions in the County, including unincorporated King County.

Monitoring of Subregional Allocations
1. If any subregions have received allocations under 95% of their target allocation after the first two funding cycles, the working group will adjust the allocation targets of such subregions in the third and fourth funding cycles, as needed.  In addition, the working group will proposed strategies and actions for review by the Joint Recommendations Committee that are designed to increase the percentage of RAHP funds spent in those subregions.

USE OF RAHP FUNDS
Priority Use of Funds
1. Use of RAHP funds shall be prioritized as follows:

a. Top priority shall be capital funds for the acquisition, rehabilitation and/or new construction of eligible housing projects or units within housing projects.  New construction is not eligible if the low-income housing vacancy rate for all of King County exceeds 10%.

b. Second priority shall be building operations and maintenance funds for transitional housing projects or transitional units within housing projects that were built with Housing Trust Fund dollars, and that require a supplement to the rental income in order to cover ongoing operating expenses.

c. Third priority shall be operating funds for emergency shelters and licensed overnight youth shelters.

d. Last priority shall be rental assistance vouchers to be administered by a local housing authority in conformity with the Section 8 program.

RAHP Eligibility

1.  The following project types are eligible for RAHP capital and O&M funds:

a. Capital Funds: permanent rental or ownership housing projects, transitional housing projects, emergency shelters and licensed overnight youth shelters.
b. Operating and Maintenance Funds: transitional housing projects, emergency shelters and licensed overnight youth shelters.

Eligible Populations Served
1.  The following populations may be served by RAHP funds:
a. All projects or units funded with RAHP funds must serve households at or below 50% of median income

b. Homeless families and individuals, including youth

c. Special needs populations, including seniors

d. Disabled households or households with a disabled member

Eligible Applicants
1.  The following organizations are eligible to apply for RAHP funding:
a. Nonprofit organizations

b. Housing Authorities

c. Local governments

d. For profit entities are only eligible for capital funds in the top priority (in accordance with the provisions of SHB 2060).
Eligible Uses of RAHP Funds

1.  The following uses are eligible for RAHP Capital Funds:

a. Acquisition of land for a project that will serve eligible populations

b. New construction that will serve eligible populations

c. Acquisition of a housing project that will serve eligible populations

d. Rehabilitation of a housing project that will serve eligible populations

e. Capitalization of a maintenance replacement reserve in connection with a capital investment

f. Rental assistance voucher program for housing projects administered by a housing authority

2.  The following uses are eligible for RAHP Operations & Maintenance Funds:
a. Ongoing building operations and maintenance expenses that cannot be covered by the rental income of the housing project; building O&M expenses must be directly related to running the building(s) and cannot include services.

b. Rental assistance vouchers to be administered by a local housing authority in conformity with the Section 8 program.

RAHP ADMINISTRATION
Capital Funds
1.  Capital funds will be administered by the Housing Finance Program of the King County Housing & Community Development Program.
a. The Housing Finance Program will staff the RAHP/HOME working group, and will work with the staff of participating cities in King County to develop RAHP funding allocation and policy recommendations for Joint Recommendations Committee review and adoption.

b. The Housing Finance Program will distribute RAHP funds through contracts pursuant to the allocations adopted by the Joint Recommendations Committee, and will generate an annual report that provides information about the projects that received funding in the current year, as well as the status of projects awarded RAHP funds in prior years.

c. By request of the 2060 Planning Group, the Housing Finance Program staff will apply the terms of the King County Housing Opportunity Fund to RAHP contracts, with the exception of the following:

1) To the extent that there are differences between Housing Opportunity Fund guidelines and RAHP guidelines, the RAHP guidelines will apply.

2) A financial match made by the local government where a housing project is to be located is not required, but is encouraged.

3) RAHP funds will have no maximum subsidy per unit, but will be limited to 50% of the total development cost of a project.

Operations & Maintenance Funds

1.  The local RAHP O&M fund will be administered through the Homeless Housing Programs section of King County’s Housing & Community Development Program.



a. The local portion of SHB 2060 funds to be used as O&M for transitional housing projects and emergency shelters will be 16% of the anticipated average amount of local SHB 2060 dollars ($2.2 million).  In order to hold the RAHP O&M fund steady so that multi-year commitments can be awarded to eligible projects, the O&M portion of the fund will be held at $352,000 per year (16% of the total $2.2 million average) for the duration of the RAHP guidelines.  As the total local portion of SHB 2060 funds collected fluctuates from year-to-year, the O&M portion will remain at $352,000 and the remainder of the local portion will be available for other priorities.
b. The priority for RAHP O&M funds will be existing projects that the Washington State O&M fund is unlikely to support.  The priorities for the State O&M fund are new housing projects that are simultaneously applying for Washington State Housing Trust Fund capital funds and shelters receiving Emergency Shelter Assistance Program (ESAP) funds.  Therefore, the local RAHP O&M fund will prioritize existing transitional housing projects and shelters that do not receive ESAP funds.
c. Following the adoption of the RAHP guidelines and the RAHP agreement by the jurisdictions in King County that elect to participate in the RAHP, the Homeless Housing Program will convene a focus group of city staff and stakeholders to further develop the parameters of the RAHP O&M fund and the RAHP O&M Request For Proposals.  The RAHP O&M funds will be awarded in multi-year commitments and will have minimum and maximum grant amounts, however, those amounts and other O&M fund details will be determined by the O&M focus group and will be reviewed by the Joint Recommendations Committe.

d. The Homeless Housing Program will invite city staff and other stakeholders to participate on the panel to review applications for the RAHP O&M funds.  The review panel will recommend O&M fund awards to the Joint Recommendations Committee for final adoption.
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