AFFORDABLE HOUSING

The Countywide Planning Policies (CPPs) and the Growth Management Planning Council (GMPC) have identified affordable housing, for all economic segments of the population, as a basic need of King County residents and an issue of Countywide concern.  Local governments in cooperation with the private sector, nonprofit housing agencies and other public entities must address affordable housing needs.  Policy AH-2 includes affordable housing planning targets that are designed to meet the CPP goal of achieving a rational and equitable distribution of affordable housing to meet the future needs of King County residents.

SUMMARY OF FINDINGS 

· Countywide, and in all cities, the moderate income target for new units is being met or exceeded in privately produced housing alone.

· In contrast, privately produced housing has not approached the CPP affordability target for low-income housing development.

· The available information on publicly-assisted housing indicates that low-income housing targets are being met only in Bellevue and Seattle, where local public investment in low-income housing development has been significant.  

· In the past four years, participation by local government in affordable housing has grown significantly and has been especially instrumental in securing the development of housing affordable below 50% of median income.

SUMMARY OF LOW-INCOME HOUSING POLICY ISSUE

Problem Statement
· Policy AH-2 requires that all jurisdictions plan so that 20/24% of new units are affordable to households earning below 50% of median income.

· Countywide, no more than 7% of the privately produced rental units developed in any single year, 1994-1998, have been affordable to households earning less than 50% of median income.

· Except where jurisdictions have contributed significant local public resources to affordable housing, the development of publicly-supported low-income housing has not been at a level high enough for the County and its cities to achieve the CPP target for low-income housing development.

Key Policy Questions
· Should the update of CPP housing policies investigate new ways of further strengthening the local public commitment to funding low-income housing?

· Should opportunities for a Countywide funding source for low-income housing continue to be investigated?

· Are special strategies warranted for addressing the housing needs of households earning below 30% of median income?

1.

BACKGROUND

What do the CPPs Require on Affordable Housing?

The Growth Management Act requires that Countywide policies address the need to accommodate the distribution of affordable housing, including housing for all income groups.  The CPPs require that jurisdictions not only meet the needs of all income groups, but that jurisdictions also plan to accommodate new housing affordable to low and moderate income households, in order to meet the future need for affordable housing.

Overall Needs.  Framework Policy 28 (FW-28) requires all jurisdictions to: “…provide for a diversity of housing types to meet a variety of needs and provide for housing opportunities for all economic segments of the population.”  Policy AH-1 specifically requires that local comprehensive plans anticipate the housing needs of all “economic segments” and that the plans estimate the number of units to be affordable in four income categories: 0-50%, 50-80%, 80-120%, and above 120%  of the Countywide median household income.

Affordability Planning Targets.  Policy AH-2 discusses the shared responsibility each jurisdiction must have in meeting low and moderate income housing needs in King County and details how local comprehensive plans must show how the jurisdiction will “ use policies, incentives, regulations and programs to provide its share of housing affordable to low and moderate income households.”

Policy AH-2 includes affordable housing planning targets that are designed to meet the CPP goal of achieving a rational and equitable distribution of affordable housing to meet the future needs of King County residents.  The affordable housing planning targets of AH-2 are that:

Each jurisdiction shall plan for a number of housing units affordable to households with incomes between 50 and 80 percent of the County median household income that is equal to 17 percent of its projected net household growth.  In addition, each jurisdiction shall plan for a number of housing units affordable to households with incomes below 50 percent of median income that is either 20 percent or 24 percent of its projected net household growth.

In meeting its affordability targets, AH-2 allows that “ each jurisdiction should apply strategies which it determines to be most appropriate to the local housing market.”  It also allows that small cities, not planned to grow substantially, “may work cooperatively with other jurisdictions and/or subregional housing agencies to meet their housing targets.” 

What is Affordable Housing?

Under the guideline used by the federal Department of Housing and Urban Development, housing is considered affordable if monthly housing costs are no greater than 30% of a household’s monthly income.  Household income categories and a description of the methodology used to determine affordable rents and prices are included in Attachment 1 to this paper.  Household income categories referred to in this paper are consistent with the definitions used in the CPPs: Low-Income (0-49% of King County median income) and Moderate Income (50-79% of King County median income).

Data Constraints.  The most accurate assessment of performance in housing affordability in King County, and the ability of jurisdictions to meet their affordability planning targets, would include a precise count of all units developed per year, prices and rents for all units, and the extent to which actual prices and rents of new units have met affordability targets.  Although a count of actual units permitted per year is available in the Benchmark reports, no tally of prices and rents for all new units is available.  For the period 1994-98, the best source of information on new unit prices and rents is a study commissioned by King County and performed by Dupre+Scott Apartment Advisors, Inc. in 1998 and 1999.  One important limitation of the Dupre + Scott rental data is that the data represents a surveyed sample of each jurisdiction’s non-subsidized market rate housing.   The ownership data in the Dupre + Scott study was obtained from the Northwest Multiple Listing Service (MLS) sales records, during a one-year period from April 1, 1997 to March 31, 1998.
2.

POLICY ASSESSMENT

This section presents an assessment of housing affordability in King County, in terms of the affordability of new development and the affordability targets of  policy AH-2.

Moderate Income Housing Target

Policy AH-2 directs jurisdictions to develop plans and regulations so that 17% of new growth is affordable to household earning moderate incomes (50-79% of median income).

Table 3 assesses the affordability of recently developed, private market rental housing for all of King County, in 20+ unit complexes.  

· This information indicates that, for all of King County, the private market has successfully produced housing affordable to moderate income households.  In fact, the majority of these surveyed units have been affordable to households earning 50-79% of median income, well above the CPP target of 17% for moderate income housing.

· For all cities, the available data on new construction affordability for rental units shows that the private housing market in all jurisdictions has produced moderate income housing in quantities exceeding the moderate income target for new housing established in Policy AH-2.  Examples include:

· Federal Way, where 100% of the 1995 units surveyed where affordable to moderate income households;

· Seattle, where 71% of the 1996 units surveyed were affordable to moderate income households and 46% were affordable in 1998;

· Countywide, Eastside cities have seen the highest percentage of new rental units affordable to moderate income (50-79% ) household, i.e., Kirkland (84% for 1995 units), Newcastle (86% for 1996 units, and Bellevue (100% for 1997 units).

· For new ownership housing, however, the available data on sales indicates that the private market has not had success in producing moderate income housing consistent with the 17% target of AH-2. 
TABLE 3
KING COUNTY HOUSING AFFORDABILITY

20+ RENTAL UNITS BY INCOME GROUPS AND AGE

Median Income
<1990
1990-94
1995
1996
1997
1998
All

0-30%
0.2%





0.1%

30-49%
49.1%
11.5%
5.1%

1.0%
7.0%
40.9

50-79%
48.7
74.5
72.1
50.5%
74.1
43.0
53.2

80-99%
1.9
11.1
19.9
37.5
13.7
40.8
4.7

100-119%
0.1
0.6
2.9
12.0
7.9
5.7
0.5

120%+

2.3


3.3
3.6
0.6

# Units Surveyed
80,025
14,958
823
216
565
2,022
100,810

SOURCE:  Dupre + Scott Apartment Advisors, Inc., May 1999

Low-Income Housing Target

Policy AH-2 directs jurisdictions to develop plans and regulations so that 20/24% of new growth is affordable to household earning low-incomes (below 50% of median income)

Private Sector.  In all jurisdictions, there is no evidence that the private sector has had success in producing low-income housing in quantities equal to the level established by the CPP low-income housing target.  Table 3 assesses private market performance in King County in low-income housing production for recent years.

· However, in some South County cities, where Dupre + Scott survey sizes are very small,  private housing production appears to exceed the low-income target level.

· Countywide, there are only very rare instances where the surveyed new units were affordable below 30% of median income.

Publicly-Assisted Housing.  Since the adoption of the CPPs, local governments and other public funders have played a leading role in the development of low-income housing.  

· Generally, where data on public-assistance for low-income housing is available, and where such public assistance has been significant, individual cities have met their respective targets for low-income housing production.

· Seattle.  In publicly-assisted housing alone, Seattle has met its low-income housing target for 1995-98.

· Bellevue.  Using various forms of public support, Bellevue has encouraged the production of 512 low-income units from 1993-1997, above its low-income target for that period of 412 units.

3.

POLICY IMPLICATIONS

It should be noted that the findings of this paper relate to the development and supply of housing, its rents and prices, and the ability of County jurisdictions to meet certain policy objectives.  These findings in no way address the extent of, nor measure, housing need in King County.  Important affordable housing questions left unanswered include: 

· How many households at all income levels currently reside in the County?  

· What types of households are they?  

· Where do they live and work?  

· How does the profile of housing need, based on household incomes, compare with what we know about the supply of housing?

The assessment of CPP affordable housing policies raises the following policy implications and questions:

Affordability Planning Targets

The affordable housing targets have enabled many County jurisdictions to focus their planning, funding and regulatory actions directly on conditions that affect affordability.  One subject of Issue Paper #3 will be to measure the extent to which the affordability targets have fulfilled their objective of serving as a planning tool for jurisdictions as they develop affordable housing strategies.

· Should the targets be adjusted to address more focused goals such as the creation of housing affordable to households earning 0 -29%, 30 – 49%, and 50 – 79% of median income?

· Should tools for enforcement and local accountability on the affordability targets be further investigated?

Alternative Affordability Strategies
Although affordability targets have been effective in helping jurisdictions focus their planning efforts, other additional strategies hold the potential for encouraging the development of and addressing the demand for affordable housing.

· Do local strategies tied to the demand for housing (e.g., housing vouchers, employer assisted housing), although not a priority when the CPPs were first developed in 1994, offer a new area of opportunity in terms of actions that local jurisdictions can undertake to affect housing affordability?

· Should supply-oriented regulatory strategies focused on affordability be considered as part of the policy update?

· Should the preservation and maintenance of older affordable housing stock be identified as a priority strategy for local jurisdictions?

Local Government Participation
The most noteworthy success, over the last five years, in affordable housing has been the increased willingness and ability of local jurisdictions to provide critically needed financial support to affordable housing development.

· Should the policy update investigate new ways of further strengthening the role of local government in funding affordable housing development?

· Are there new types of public roles, besides financial and regulatory, that should be investigated?

4.

PRIMARY DATA SORCES

· Dupre+Scott, King County Housing Affordability, March 1999 rental Data, 4/98 – 3/99 Sales Data, prepared for King County’s Office of Regional Policy and Planning

· Central Puget Sound Real Estate Research Committee, Central Puget Sound Real Estate Research Report, Spring 1999

ATTACHMENT 1

ASSUMPTIONS:INCOMES, RENTS AND PRICES

SOURCE: Dupre+Scott Apartment Advisors, Inc., King County Housing Affordability, May 1999.

Rent Calculations

Rental data is stored by unit type, and only one value is stored for each type.  For example, if there are 20 one bedroom units at a particular property that range from $500 to $550, the average value stored would be $525.

Due to the many breakdowns presented, there are often few buildings in some categories.  Each table presents the number of units surveyed.  For those categories which show only a few units, the data should not be relied on as it can represent a building at the extreme.  Instead, use a larger area grouping where more data exists.

Median calculations for home prices are straightforward.  That is, the "middle" price of those shown in a particular category is selected.

For the rental median amounts, the medians were for "all " unit types (i.e., studios, one bedrooms, two bedrooms/one bath, etc.); the median rental rate was calculated as follows.  Although a "building" median would be an easier calculation, this method was not considered appropriate to represent the true "middle" rent amount.  

For the calculations, the data were first arranged from highest to lowest by the rent for each unit type, with a cumulative total for the number of units.  The "middle" value was selected of the total units (total divided by 2).  If there was no exact match, the rent used was averaged between the two categories, as shown below. The rates shown as medians are considered to reasonably reflect the "middle" rent being offered in a particular grouping.

Median Rent Calculation Example


Number of Units
Cumulative Total
Rent


14
14
$400


10
24
$420


14
38
$450


22
60
$475

Total
60



Median
30

$445

Sample Size

Although the rental data, particularly the 20+ information, represents a large sampling, because of the many breakdowns, there are often few cases in a particular group.   Always check the number of units shown for a particular category.  If there are few units, use a larger grouping of data.

Median rents are presented only where there is data for at least two buildings.  If there were only two buildings, and the data for each building was at an extreme, a median value was typically not presented, and is marked either "---" or n/a (for not applicable).

When viewing the rental data, it is important to note these are analyzed first by unit type.  So if a particular area has more studio or one bedroom units (which generally rent for less than 2+ unit types) and shows a lower overall rent compared to another area, it may be due to the greater percentage of surveyed units which have fewer bedrooms.  Please note that totals may not agree due to rounding.

Assumptions Used for Rents by Income Levels

The rental amounts for the various income levels (30-49%, 50-79%, etc. of median income) used in the following tables are based on the income levels and corresponding rents shown below for each unit type. 1999 income amounts are used since the rental data was as of April 1999.  

The source for these income and rent payment assumptions is the King County Office of Budget and Strategic Planning.

It is important to note that typically a renter's income is 80% of the median levels for the county.

1999 Annual Income Levels 

Affordable Monthly Housing Payments (30%)  for Rentals by Household Size



Household Size & Corresponding Unit Type

Unit Type:

Studios

1 Bed

2 Bed

3 Bed

4 Bed

5 Bed

Household Size:

1

2

3

4

5

6















Upper Income (120% of Median)

$52,560

$60,120

$67,560

$75,120

$81,120

$87,120

Affordable Monthly Pmt

$1,314

$1,503

$1,689

$1,878

$2,028

$2,178















Median Income (100% of Median)

$43,800

$50,100

$56,300

$62,600

$67,600

$72,600

Affordable Monthly Pmt

$1,095

$1,253

$1,408

$1,565

$1,690

$1,815















Low Income (80% of Median)

$35,040

$40,080

$45,040

$50,080

$54,080

$58,080

Affordable Monthly Pmt

$876

$1,002

$1,126

$1,252

$1,352

$1,452















Very Low Income (50% of Median)

$21,900

$25,050

$28,150

$31,300

$33,800

$36,300

Affordable Monthly Pmt

$548

$626

$704

$783

$845

$908















Extremely Low Income (30% of Median)

$13,140

$15,030

$16,890

$18,780

$20,280

$21,780

Affordable Monthly Pmt

$329

$376

$422

$470

$507

$545

Notes:













(1)An Affordable Monthly Housing Payment is defined as a housing cost/payment that is no more than 30% of a household's monthly













     income (for rentals).  This amount does not include a deduction for utilities; it assumes the entire payment goes towards the rent.













(2)  For affordability calculations:  a studio should be affordable to a one person household, a one-bedroom unit should be affordable













      to a 2 person household, a three bedroom unit should be affordable to a 4 person household, and so on.
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