Crisis in Affordable Housing:  What is the Housing Bank and how will it work?
By Paul Losleben, Orcas Research Group*
We established in the third article of this series that potential changes in public policy might help, but that among the possible sources of public support, the proposed real estate excise tax is the best alternative available to us.  In this article we will examine how the Housing Bank was selected to administer affordable housing funds including the proposed real estate excise tax, what legal constraints it will operate under and what priorities it will place on how the funds are to be spent.
What is the Housing Bank?  Nearly a year ago we came to the conclusion that an efficient, effective, and innovative organization would be needed to administer county-wide financing of affordable housing, especially if public funds were involved.  Across the nation, there are many different kinds of affordable housing organizations, the most notable being non-profits, Housing Advisory Councils, Housing Authorities, and Public Development Authorities.  Each of these presented significant challenges to our use in San Juan County.  We were strongly opposed to government ownership of housing and wanted an organization that minimized government bureaucracy and overhead so that the maximum amount of these funds would reach organizations that would put these funds to use.  
San Juan County has the authority to establish organizations called Commissions.  One such organization already existed in the form of the Affordable Housing Fund Commission and we proposed to the County Council that they modify that organization to address a broader responsibility.  Four key criteria influenced this decision:

First and foremost, while it represents the county government, the Housing Bank Commission is the least bureaucratic approach that we have found.  It consists of seven commissioners who are not county employees, but citizens who volunteer their time and expertise to lead the Housing Bank.  

 

Second, the Housing Bank Commission can accept tax deductible donations of money or land.

 

Third, the County can issue tax exempt bonds on behalf of the Housing Bank Commission to provide an important source of low interest money that is needed for a complete financial strategy.

 

Fourth, in Washington State, there are strict regulations as to what organizations can act as an agent of the government in making spending decisions.  A county commission is one such organization, subject only to approval by the County Council.

On February 28th, the County Council approved an ordinance establishing the Housing Bank, consolidating several existing programs and providing authority to address the problem of affordable housing across the full spectrum of incomes up to and including moderate and middle income.  

How will the Housing Bank Operate?  There are a number of legal constraints on how the Housing Bank can operate to assure that public funds are spent for the public benefit.  County Code 2.27 as modified by Ordinance 3-2006 specifies how the Housing Bank will operate and Ordinance 2-2006 specifies how the real estate excise tax revenue will be spent.

Specifically, “…the County, through the Housing Bank will not directly develop, own or operate affordable housing units.”  Rather, the Housing Bank “…shall solicit the cooperation of state and federal agencies, other local governments, for profit builders and developers, non profit organizations, non profit organizations providing affordable housing or housing-related services in the County, and similar agencies and organizations.”   Through competitive grants and loans, the Housing Bank will assure that all funds are applied in a manner that is consistent with local, state and federal law.  For the first time, San Juan County will have a cohesive plan for addressing this critical problem with local organizations implementing housing to meet local needs.  
How will the Housing Bank be Funded?  It will be funded by a variety of different sources--some public and some private.  The ordinance establishing the Housing Bank consolidates under this one Commission a number of existing modest funds addressing low income and below. In addition, a one half of one percent real estate excise tax is being proposed to provide more substantial funding to extend coverage through the moderate level ($48,000 to $57,000 for a family of four).  Jobs within this income range include such vital public functions such as law enforcement officers, fire fighters, teachers, medical personnel and other such public service functions.

A myriad of other funds will also be sought through other private and public sources to extend coverage across the full spectrum of need including middle income families.  For example, the Washington State Affordable Housing Finance Commission provides low interest construction loans and mortgage programs for income levels up to and including middle income ($72,000 for a family of four).  

How will funds be spent?  The mechanics of how the funds will be spent is specified by law.  The Housing Bank must use a competitive solicitation process in which programs are publicly advertised and grants and loans are awarded to eligible and qualified recipients.  The Housing Bank Commission selects projects to be funded and final approval is made by the San Juan County Council. The Housing Bank is required to implement appropriate management and financial controls to assure that statutory limitations are met and that all supported projects reflect sound financial management.  Further, the Housing Bank is required to report to the public on both the current assessment of need and the progress in meeting that need.

How will the Housing Bank be staffed?  Finally, the most essential element of good management is attracting qualified individuals to staff the Commission. We are fortunate to live in a county with a wealth of highly skilled and experienced individuals who are willing to donate their time as Housing Bank Commissioners.  The County Council advertises for vacancies and appoints commissioners. In anticipation of successful passage of the real estate excise tax, the County Council will review candidates with qualifications in finance, the private mortgage market, project management, legal issues relating to housing and property, architecture and construction, affordable housing, grant writing, and public administration.  A salaried Executive Director will provide continuity, additional expertise, and support to the Commission.

Beyond these requirements there are a number of priorities that will be pursued:

Economic benefit:  The County shall place a high priority on programs and projects that benefit residents of the County; that provide housing for employees to diversify the County’s economic base and provide a more balanced, year-round economy.

Needs of individual islands:  The Commission shall seek to balance the affordable housing units developed through its programs among the various islands based on their population and needs.
Mixed income communities: The Housing Bank will give priority to projects that utilize both public and private funds to build homes for families across the spectrum of income including moderate and middle income.

Perpetual Affordability:  To maximize the effectiveness of affordable housing programs and to minimize cost in the long term, the Housing Bank has a responsibility to safeguard the community investment by giving priority to approaches that assure that future residents will be able to afford these homes.   

Use of local contractors:  In order to sustain the local economy and promote the development of a continuing local capability to construct affordable housing, the Commission shall encourage local developers, local builders, local subcontractors, local suppliers, and local workers to participate in competitive projects.
Housing appropriate to the islands:  Housing Bank will place priority on projects that conserve energy and water and are modest and friendly to the environment.  Our island culture and climate encourage the construction of homes that reduce costs to the homeowner in the long term.  These savings allow more homeowners to qualify for improved mortgage terms through programs like Energy Efficient Mortgages.
Durable, high quality homes:  Because we are investing in the long term, the Housing Bank will place priority on design, materials, and construction techniques that result in homes that are low maintenance and will serve residents for a very long time.

These are bold objectives and it is important that we act while there is still time to meet the affordable housing needs of our community.  

WE MUST ACT NOW!  The Housing Bank is positioned for success: the enabling legislation been passed by the County Council, a plan has been developed on how the Housing Bank will operate, and we have the authority to assemble the volunteer staff.  All that is needed now is your support: your vote will provide key funding necessary to address the need for affordable homes in our communities. 

You will receive a special ballot in early May.   Please take the time to be informed and vote before May 16th. 
For more information and detail, please go to: <a href= http://www.SanJuanHousingBank.org/ ><font size=2> www.SanJuanHousingBank.org </font></a>
*The Orcas Research Group is a private non-profit organization that is dedicated to preserving island values through projects focused on producing a stable island economy.  The Group accepts no grants or donations and all work is accomplished by volunteers.

