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MEMORANDUM
Date: September 7, 2021
From: Lindsay Masters, ARCH Executive Manager
To: ARCH Member Councils
Subject: ARCH 2022 Budget and Work Program, and Trust Fund Parity Goals

Please find attached the 2022 ARCH Budget and Work Program, which was adopted by a
unanimous vote of the ARCH Executive Board in June of 2021. This memo provides an
overview of the final budget and work program, including a description of the assessment
conducted by Cedar River Group to inform the Board’s decision-making. The memo also
shares the Board’s recent discussion regarding regional Parity Goals for local investment in
affordable housing.

Review of ARCH Capacity and Work Program Growth
Early in 2021, ARCH engaged consulting firm Cedar River Group to help the Executive

Board through an in-depth assessment of ARCH's current organizational capacity, and
growth in the organization’s work program over time. This opportunity was made possible
through a grant intended to explore options for other north and east King County cities to
join ARCH, or form new types of housing partnerships.

Cedar River Group has since prepared a detailed report, which is attached to this memo.
Their report offers the following conclusions:

e There is a dramatic need for more housing - specifically affordable housing - and
the need is growing.

e ARCH has a proven record of building affordable housing, helping cities implement
best policies, and maintaining those assets over time.

e ARCH is well-regarded by member cities, outside stakeholders and developers.

e Staff capacity has not grown sufficiently to keep up with member’s needs and
requests.

e New staff capacity recommended by the ARCH Board is essential to help catch up
with longstanding shortages and meet members’ most pressing existing and near-
term needs. However, even with this capacity, the need for ARCH’s services will
likely continue to outstrip capacity, given the anticipated growth in the work
program, and potential requests from other north and east King County cities.
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Eastside cities are increasingly taking actions to respond to the growing need for affordable
housing, and ARCH expects that momentum to continue building. Recent actions taken by
ARCH members include: Kirkland’s zoning changes to reduce barriers to building ADUs,
duplexes and triplexes in single family zones; Bothell’s adoption of a Multifamily Tax
Exemption (MFTE) program; Bellevue’s expansion of its existing MFTE program; thirteen
member cities’ adoption of a local affordable housing sales tax; and Redmond and
Kirkland’s use of fee in lieu funds to support major local affordable housing developments.
In the next two to three years, cities will also undertake Comprehensive Plan Updates that
present pivotal opportunities to accommodate and shape new housing.

2022 Administrative Budget and Work Program
The final recommended 2022 ARCH Administrative Budget and Work Program are shown

in Attachments 1 and 2. Following are highlights from each document.

Administrative Budget Highlights
e Two new staff positions are included to address gaps in current staff capacity.
These positions will focus on administration of local incentive programs, monitoring
the expanding portfolio of Housing Trust Fund investments, and assisting with
administration of a new funding sources, including new affordable housing sales tax
resources.
0 Revenue from new administrative fees are used to free up funds for one new
position.
0 Anew tier of member dues is created to cover the second new position.
These dues are allocated to the member cities that utilize ARCH for incentive
program administration.
* Board members agreed a third new staff position is warranted, but given current
fiscal constraints, this position will not be included in ARCH’s budget until 2023.
e King County will contribute an additional $50,000 in dues intended to support
activities that advance the Regional Affordable Housing Task Force Action Plan.
e The Board will continue to evaluate ARCH’s monitoring and stewardship workload
to ensure sufficient staff capacity to keep up with growth.

Work Program Highlights

ARCH’s Work Program continues to maintain core services in five key areas: affordable
housing investment, housing policy and planning, housing program administration,
education and outreach, and general administration.

The Board established the following priorities for ARCH’s Work Program in 2022:

e Provide a housing needs analysis for all member cities in support of
Comprehensive Plan Updates

e Report on measurable goals for production and preservation of affordable
housing in the ARCH region

e Continue to support proposals for dedicated revenue sources for affordable
housing



e Expand ARCH'’s capacity to accomplish its broader mission

e Continue to provide excellent stewardship of affordable housing assets, and

develop new compliance tools to meet evolving program, property and tenant needs

e Seek opportunities to advance projects and programs with high potential

impact and facilitate projects in the pipeline to the greatest extent possible
e Develop a strategic planning process to guide the ARCH coalition into 2023 and

beyond

While ARCH is continuing to expand its services and capacity to meet members’ needs, our
organization also remains committed to efficient and effective administration made
possible by the pooling of local resources.

Housing Trust Fund Contributions / Parity Goals

Each year, ARCH member cities are encouraged to contribute on a voluntary basis toward
the ARCH Housing Trust Fund, a foundational program in East King County that has
produced more affordable housing than any other program. ARCH members have utilized

“Parity Goals” to establish a set of investment goals for each member cities’ voluntary

contribution, allocating a total goal across communities based on local population, housing

and job targets. The last set of 2020 goals ranged from a collective total of $1.9 to $3.9

million.
2020 Parity Goals 2020 Contributions 2020 Total 2016 - 2020
Cit
’ Low Goal High Goal CDBG General Other* Annual
Fund Average

Beaux Arts Village $53 $1,816 $135 $135 $137
Bellevue $681,807 $1,054,164 $413,213 $603,718 $1,016,931 $1,288,273
Bothell $173,394 $314,235 $34,983 $78,000 $31,845 $144,828 $93,616
Clyde Hill $0 $18,431 $826 $15,000 $1,977 $17,803 $23,521
Hunts Point $0 $2,542 $197 $2,500 $58 $2,755 $2,886
Issaquah $170,941 $348,067 $23,970 $65,156 $2,092 $91,218 $142,749
Kenmore $53,297 $179,420 $19,090 $40,000 $26,103 $85,193 $72,466
Kirkland $343,916 $528,052 $139,322 $415,000 $3,861,072 $4,415,394 $2,309,630
Medina $0 $19,642 $1,349 $12,340 $13,689 $14,650
Mercer Island $17,766 $146,903 $14,048 $33,768 $47,816 $79,469
Newcastle $13,058 $75,116 $6,889 $27,000 $33,889 $59,892
Redmond $296,200 $613,357 $126,244 $500,000 $4,256,672 $4,882,916 $2,138,603
Sammamish $31,978 $384,176 $15,559 $100,000 $43,186 $158,745 $174,212
Woodinville $56,589 $151,633 $9,163 $51,500 $33,263 $93,926 $44,948
Yarrow Point $0 $6,446 $378 $378 $5,063

Total $1,839,000 $3,844,000 $392,153  $1,753,477 $8,859,986 $11,005,616 $6,450,115

*Includes Fee in Lieu funds, 1406 sales tax funds, loan repayments, etc.

In recent years, ARCH cities have collectively exceeded these goals, with an average annual
contribution of $6.4 million in the last five years. Contributions in 2020 reached an all-time
high, with significant one-time funding coming from Kirkland and Redmond. At the same




time, the cost of acquiring land and developing housing in East King County has also
increased rapidly, while competition for housing resources at the state and local level has
been increasing.

In June, the ARCH Executive Board discussed a potential change in the method of
calculating parity goals to reflect the significant real estate appreciation occurring in East
King County. This change would have the effect of raising the collective goal closer to recent
contribution levels. However, the Board did not come to a consensus on a final set of
parity goals for 2021, committing to engage ARCH members on the topic more deeply at a
later date.

Currently, ARCH is preparing to receive applications for our current $5 million funding
round, which for the first time includes pooled contributions of most members’ affordable
housing sales tax revenues authorized under HB 1406. In addition, we are assisting the City
of Bellevue with a Request for Proposals offering $6 million in sales tax funds for projects
located in Bellevue. We are excited to continue building on our track record of carefully
vetting local proposals, leveraging local resources ten to one, and successfully executing on
financing that results in meaningful new housing opportunities on the Eastside.

Conclusion

As the disparate impacts of the pandemic continue to ripple deeply through the
community, our work to provide safe, decent and affordable housing has become only more
urgent. The coming year will be another important step for ARCH to continue growing our
capacity to serve the community, and finding ways to magnify our impact. We look forward
to opportunities to engage with you, as the ARCH Board prepares for a broader strategic
planning process. Thank you for your continued support and commitment to affordable
housing.

Attachments:
1. R022 ARCH Administrative Budget
2. 022 ARCH Work Program|
3. Analysis of ARCH Staff Capacity and Options for Meeting Members Affordable
Housing Needs (Cedar River Group, September 2021)




2022 ARCH Administrative Budget

Final Recommended Budget June 2021

I. TOTAL EXPENSES

A. Personnel
Salary and Benefits - Existing Staff

Salary and Benefits - Potential New Staff
Incentive Programs Administrator
HTF/Loan Program Officer

B. Operating
Rent & Utilities
Telephone
Travel/Training
Auto Mileage
Postage/Printing Costs
Office Supplies/Furnishing
Internet/Website Fees
Periodical/Membership
Misc. (events,etc.)
Equipment Replacement
Database/software licensing
Relocation Costs

C. In-Kind Admin/Services
Insurance
IT Services

D. Grants and Consultant Contracts
Consultant Contracts
Special Projects/Programs - RAHTF Support

| 2021 Budget |

|Fina| 2022 Recommended Budget

2021 Approved
Budget

$ 1,155,261

$ 1,039,302
$ 1,039,302

76,456
24,780
5,500
2,730
3,605
3,468
3,255
2,326
4,317
2,100
3,000
18,375
3,000

“mvurnrnnnnnnnnn;m:;:n;y; o,y n 6 n

19,503
9,660
$ 9,843

v n

$ 20,000
$ 20,000
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2022 Recommended Budget

$ 1,490,462

$ 1,307,088

$ 1,047,088
$ 260,000
$ 130,000
$ 130,000
$ 86,394
$ 24,780
$ 6,145
$ 2,600
$ 3,000
$ 2,500
$ 4,353
$ 3,000
$ 11,400
$ 2,000
$ 7,000
$ 19,526
$ -

$ 26,980
$ 15,000
$ 11,980
$ 70,000
$ 20,000
$ 50,000

%
Change

29%

26%
0.7%

13.0%

38%

250%



Il. TOTAL INCOME

A. Member Contributions
Beaux Arts Village
Bellevue
Bothell
Clyde Hill
Hunts Point
Issaquah
Kenmore
Kirkland
Medina
Mercer Island
Newcastle
Redmond
Sammamish
Woodinville
Yarrow Point
King County

Bellevue Detail
Cash Contributions
In-Kind Contributions
Personnel
Insurance
IT Services

B. Other Income
Homeownership Program Fees

Existing Administrative Fees
Interest Earned

2

021 Approved
Budget

City Per Capita

2022 Recommended Budget %
Change

City Per Capita

$1.98 $2.04 Add'l $0.32
KC Per Capita KC Per Capita Per Capita
$0.93 $1.70
S 1,155,261 $1,490,462 29%
TOTAL BASE ADD'L

S 1,103,897 $1,334,162 $1,204,162 $130,000 21%
S 2,000 $2,060 $2,060 3%
S 281,876 $344,457 $293,949 $50,508 22%
S 89,384 $93,127 $93,127 S0 4%
S 6,551 $6,777 $6,777 3%
S 2,000 $2,060 $2,060 3%
S 72,244 $90,561 $77,282 $13,279 25%
S 44,921 $49,257 $46,257 $3,000 10%
S 175,946 $213,344 $182,061 $31,283 21%
S 6,523 $6,650 $6,650 2%
S 50,222 $55,264 $52,264 $3,000 10%
S 23,006 $26,918 $23,918 $3,000 17%
S 123,104 $156,381 $133,451 $22,930 27%
S 127,494 $134,651 $131,651 $3,000 6%
S 23,673 $25,207 $25,207 S0 6%
S 2,401 $2,447 $2,447 2%
S 75,000 $125,000 $125,000 67%
S 281,876 $ 344,457 22%
$ 86,173 S 141,353

S 195,703 $ 203,103

S 176,200 S 176,123

$ 9,660 $ 15,000

$ 9,843 $ 11,980

S 51,364 $ 156,300 204%
S 45,064 $ 150,000

S 4,200 S 4,200

S 2,100 S 2,100

11l. RESERVES, CONTINGENT INCOME AND EXPENSES
Note: This section expresses intended use of any excess revenues above levels needed to cover basic operating costs.

A. Contingent Expenses
Replenish operating reserves
Staffing/Administrative Expenses
Other Staffing/Services

B. Contingent Revenue
Excess Administrative Fees
Service Fees

$
$
$

150,000
150,000

150,000
150,000
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wn

150,000
150,000

150,000
150,000

0%
0%

0%
0%
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disproportionately higher-income: “Sixty percent of the new households in King County between
2006 and 2016 earned $125,000 or more per year, while 18 percent earned less than $50,000,”
Second - the wages for these new information jobs grew at a faster rate: “[between 2005 and
2018], average annual wages for an information worker increased 127%.”® As with population,
the growth in jobs is projected to continue — with average annual predicted 1.3 percent growth
leading to another 1.2 million jobs coming to the Puget Sound region by 2050.°

Changes in Housing

Falling Behind on lusing:Fundamentally, housing production — especially of affordable
housing — has not kept up with the area’s growing economy and population. While adding 12
percent more population and 21 percent more jobs, King County has only added 8 percent more
houses. Looking at the Puget Sound region: for every 1 new housing unit, the region added 3
new residents (2010 to 2019) and 4 new jobs (2010 to 2016).%° The types of housing has
changed to try and meet the new demands. While production of single-family homes has
remained relatively steady at 6,000 — 8,000 per year, multi-family housing has shown
tremendous growth in the Puget Sound. In 2010, less than 5,000 homes were in multi-family
developments; in 2019, almost 20,000 new homes were built in multi-family developments.*

And in addition to the challenges stemming from new production failing to keep pace with the
new demand, the region is also losing previously affordable housing units. McKinsey &
Company found that over the past 10 years, as King County added 67,000 new rental units, it lost
more than 112,000 units of housing affordable to those living below 80 percent Area Median
Income (AMI). The McKinsey study cited the two largest drivers as: rents on units rising faster
than incomes and lower-cost units being demolished to make way for more expensive units.*?

The Net Result— A Squeeze on Housings a result of these factors, the cost of homeownership
and rental have risen dramatically in the area. Just recently, the Seattle Timeagported that for
November, the year over year price for Seattle-area homes grew by 12.7 percent, the second
highest growth in home prices in the nation.*®> And this is not new — the King County Regional
Affordable Housing Task Force Final Report cites that in King County “from 2012 to 2017,
median home sale prices increased 53 percent and average rents increased 43 percent.}*” For
east King County, the average cost of either homeownership or renting an apartment now
exceeds the cost-burden thresholds for even a family earning 100 percent of area median

8
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