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SUBJECT:   Motion directing the King County Executive to develop and transmit for council approval any required ordinance or motion required to implement the programs authorized by Substitute House Bill 2060 relating to revenues for residential development projects or units serving very low income persons.

BACKGROUND:   On April 16th, the GMUAC was briefed in regards to Substitute House Bill 2060.  This bill provides that a surcharge of $10 dollars per instrument be charged by the county auditor or recorder for each document recorded.  Of the total revenue collected through this surcharge, the county auditor is authorized to retain up to five percent of the funds to cover the cost of the collection.   
The remaining revenue would be allocated to the state and to local jurisdictions, as follows: 

Forty percent will be transmitted monthly to the state treasurer, who will deposit the funds into the Washington housing trust account.  The office of community development (OCD) of the department of community, trade, and economic development is to develop guidelines for the use of these funds to support building operation and maintenance costs of housing projects or units within low income housing projects.
In addition, OCD must conduct a statewide housing market analysis.  The purpose of the housing market analysis to is to identify needs and avoid saturating certain areas or focusing on certain types of housing.  The study is to be completed by September 2003 and updated every two years thereafter.  The Real Estate Research Center at Washington State University must develop a vacancy rate standard for low-income housing.  
Sixty percent will be retained by the county and deposited into a fund to be used by the county and its cities for housing projects or units within housing projects that are affordable to persons with incomes at or below fifty percent of the area median income.  The county-retained funds are to be:

· Allocated between the county and the cities within a county according to an interlocal agreement between the county and the cities, consistent with countywide and local housing needs and policies, and

· Used for construction of new housing only when the vacancy rate for available low-income housing within the county and cities is ten percent or less. 

The initial briefing relative to SHB 2060 will focus upon the following: 

· The potential amount of revenue from the surcharge total of approximately $2.28 million
· Limitations on the use of the revenue by counties and cities

· The coolection and allocation of surcharge revenues  

FOLLOWUP BRIEFING QUESTIONS:   
Types of documents subject to recording surcharge

During the initial briefing, staff indicated that the bill required the surcharge for recording of document related to real estate transactions.  Upon further review, it was determined that the surcharge would be raised from a broader range of documents recorded with King County, not just those related to real estate transactions.
Use of state portion of surcharge revenue

Several questions were raised about how and where the state would utilize their share of the surcharge revenue.  In regards to how, the bill requires the state office of community development (OCD) of the department of community, trade, and economic development to use of these funds to support building operation and maintenance costs for low income projects.  The state OCD is beginning the task of developing guidelines for for receiving such support.  
As to where funding will be allocated, it is not yet apparent if OCD has made a decision or developed any criteria to make such determinations.  At issue with this question is whether funding will be allocated to projects from state-wide pool versus being allocated to projects within the county where the funds are generated.  The concern is that King County will not receive a share of this funding that will be representative of the amount of surcharge revenue generated by the county.  NOTE:  Executive staff has indicated that concerns about a representative allocation of the surcharge revenue have been made known in their discussions with state OCD.

Authority to collect and disburse surcharge revenue
Committee members have asked what steps were needed to collect and disburse surcharge revenues.

In regards to collections, the bill requires the collection of the recording surcharge by county auditors or recorders.  The bill does not specify any special actions by the county prior to collection of the surcharge.  Therefore, the surcharge is to be collected immediately upon the June 13, 2002 effective date of the bill.  NOTE:  The bill uses the directive word “shall” in regards to the collection of the surcharge.  Staff has been advised by legal counsel that such language leaves no discretion in regards to whether or not the surcharge is to be collected.  Moreover, council adoption of a fee ordinance is not required to authorize the collection of fees that are stipulated by statute (see KCC 2.99 on Attachment 2).
As to the option to retain upwards to 5 percent of the revenue to cover administrative costs for collection, the bill only identifies the county “auditor” as having the option to retain the administrative costs.  However, the King County Auditor does not have the same duty and function of auditors found in many other counties. In King County, the function of the recording documents lies with the Recorder’s Office of the county records, election and licensing division.  It appears that, in order to allow retention of surcharge revenue to cover administrative costs, an ordinance will be necessary to identify which county agency (or agencies) will be responsible for the retention of administrative costs and for the transmittal to the state treasurer of the state share of surcharge revenues.
Status of HUD Housing Programs

Committee members asked how many Section 8 housing units are “at risk of being lost”.  Staff from Seattle HUD stated that the question would be hard to quantify.  However, they noted that Section 8 housing is usually most at risk when rental housing vacancy rate are low.  When vacancy rates climb, the number of landlords willing to participate in providing Section 8 housing also increases.  This appears to be the case at the moment in King County.  They also noted that the proposed HUD FY 2003 budget includes funding for approximately 34,000 additional incremental housing choice vouchers for Washington state. If approved, this would be nearly double the 18,000 incremental vouchers provided in FY 2002 and would help more families find affordable rental housing.
MOTION SUMMARY:
Subsequent to the April 16th GMUAC meeting, Proposed Motion 2002-0182 (Attachment 3) was introduced.  The motion directs the records, election, and licensing division to:

· collect the $10 recording surcharge, 
· retain up to 5 percent of the surcharge revenue to cover administrative costs, and 
· transmit the state portion of the surcharge revenue to the state treasurer.  
The motion also directs the executive to develop and transmit for council approval by December 31, 2002, all ordinances necessary to implement Substitute House Bill 2060.
Subsequent to the introduction of Proposed Motion 2002-0182, staff noted that several minor changes appear necessary to better reflect the requirements of Substitute House Bill 2060 and the provisions of KCC Chapter 2.99.  These recommended changes appear on Attachment 4 as amendments to the signature report.  Staff will make available a striking amendment to reflect the changes shown on Attachment 4, if any member is interested.

ATTACHMENTS:
1. Substitute House Bill 2060
2. KCC Chapter 2.99 – Fees Charged By County Agencies

3. Proposed Motion 2002-0182

4. Staff recommended changes to Proposed Motion 2002-0182
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