AGENDA ITEM #34
May 7, 2019

Subject: FY20 Operating Budget: Housing Initiative Fund, Payment in Lieu of Taxes (PILOT), and update
on Homelessness

Analyst: Linda McMillan, Sr. Legislative Analyst | Committee: Joint PHED and HHS
Keywords: #MoC02020budget

DHCA: Housing Initiative Fund (HIF) and limits to PILOT
FY20 net HIF funding available for program $60,177,754 21.0FTE
uses.
Increase/Decrease from FY 19 $3,705,030 decrease +35.8FTE (38%)
from FY19 original
approved

COMMITTEE RECOMMENDED CHANGES

1) The Joint Committee recommends (6-0) approval of the operating budget portion of the Housing
Initiative Fund as recommended by the County Executive. The Joint Committee recommends
adding $5 million to FY20 CIP expenditures for a total of $22 million, as described in Agenda Item
#35,

2) The Joint Committee recommends approval {6-0) of the Executive’s recommended limits on the
10-year schedule for non-HOC PILOT agreements for affordable Housing. in FY20, up to $18.162
million in affordable housing PILOT agreement can be in place. This is projected to increase to
$25.1 million by FY29.

KEY CE CHANGES FROM FY19

® The Executive’s recommendation decreases the net amount of HIF funding available for program
uses by $3.7 million. The Executive has recommended a CIP amendment (Agenda item #35) that
increase the FY19 appropriation by $4.771, which will be available to spend in FY20 and the
Executive’s budget articulates that this is part of the FY20 investment in affordable housing. The
Executive increases the transfer from the General Fund to the HIF by $2.6 million. The portion of
the Recordation Tax Premium that goes to the HIF for rental assistance increases by $1.9 million
to $16.37 million.

OTHER ISSUES

$1 million of HIF funding will be used for the new HOC Homeownership Program that works to help
households that are ready to own but have credit scores below 650. $1 million will continue to be
used for down-payment assistance in partnership with the State’s homeownership program.

The Joint Committee discussed the critical need for affordable housing and adequate funding in the HIF
to move forward with projects. In addition to recommending an additional $5 million for the
Affordable Acquisition and Preservation CIP Project, the Joint Committee told DHCA they want to be




told if during FY20 there are any projects that are ready to move forward but there is inadequate
funding in the HIF. The Joint Committee has asked for quarterly reports on the affordable housing
pipeline and HIF funding available for projects.

The Joint Committee has requested additional information on the income levels of households in HIF
funded projects over the last five years. The Joint Committee discussed the information provided
previously by DHCA regarding the number and percent of households in Moderately Priced Dwelling
Units {(MPDU) with very low incomes because they may be owned by non-profits or the household is
receiving an additional rent subsidy or voucher.

The Joint Committee is interested in understanding more about other Housing Trusts funds, including
how the funds are used compared to Montgomery County.

The Joint Committee also reviewed the Department of Health and Human Services’ (DHHS) Services to

End and Prevent Homelessness. This budget will be presented to the full Council as a part of the
presentation on the DHHS budget.

This report contains:

Staff Report to the Committee Page 1-6
Council staff spreadsheet — HIF muiti-year funding ©1

HIF Fiscal Plan from CE Budget ©2

CE Affordable Housing Support Summary ©3
DHCA Affordable Housing Pipeline Report © 4-18
April 23 memo from Councilmember Friedson © 19-20
One-page Point-in-Time highlights ©21
Montgomery County excerpt- COG 2019 Point-in-Time ©22-30

_Alternative format requests for people with disabilities. If you need assistance accessing this report
you may submit alternative format requests to the ADA Compliance Manager. The ADA
Compliance Manager can also be reached at 240-777-6157 (TTY 240-777-6196) or at

adacomglfance@montgomerycountymd.gov




AGENDA ITEM #34

May 7, 2019
MEMORANDUM
May 3, 2019
TO: County Council
FROM: Linda McMillan, Senior Legislative Analyst%w

SUBJECT: FY20 Operating Budget: Housing Initiative Fund, PILOT, and Update on
Homelessness

PURPOSE: Budget Consent Calendar; vote required
Housing Initiative Fund (HIF) - County Executive Recommendation

The HIF was first established in 1988 in County Code Section 25B-9, Montgomery
Housing Initiative. The original requirements were that it be in the Capital
Improvements Program and, in addition to any source of funds, the balance of the condominium
transfer tax fund was to be transferred to the HIF. Regulations allow the fund to be used to (1)
construct new affordable units; (2) buy and rehabilitate existing rental units that might otherwise
be removed from the supply of affordable housing; (3) participate with non-profit and for-profit
sponsors of projects containing affordable housing in mixed income developments; (4) make
loans for the development or rehabilitation of housing that will enhance the affordability of some
or all of the units; (6) provide rent subsidies to low and moderate income tenants. The
regulations also allow the Director of DHCA to specifically authorize a range of ways to meet
these goals. A report with recent projects DHCA financed (and pipeline) projects is attached
at © 4-18.

The HIF has evolved and is a Non-Tax Supported Special Fund. It has both an operating
budget component and capital budget component. Each year in its operating budget resolution,
the Council re-appropriates the fund balance of the HIF so that it operates as a revolving and
non-lapsing fund.

Attached at ©1 is a spreadsheet prepared by Council staff that displays prior year history
for the HIF, the Executive’s recommendation for FY20, and the Joint PHED and HHS
Committee recommendation that adds $5 million in CIP funds (Agenda Item #35). The 6-year
fiscal plan for the HIF that is included in the budget book is attached at © 2. It shows FY19
Approved, FY20 Recommended and then projections for FY21 through FY?25.



For FY20, the Executive’s Budget recommends $60,1 77,754 as the “Total Investment in
Affordable Housing.” This includes both funding appropriated to the operating and
capital parts of the HIF (a non-tax supported fund). This amount is net of the debt service
for the taxable bonds that have been issued to support the HIF CIP project “Affordable
Housing Acquisition and Preservation” and indirect charges that are charged to all special
funds.

The total resources (gross amount) needed to fund $60,177,754 is $70,277,645. The
following summarizes the components of the FY20 HIF recommendation:

Beginning balance $ 7,160,000
Transfer from the General Fund 25,342,876
Other non-CIP revenues 23,944,769
CIP proceeds 17,000,000
Less end of year balance -3.170.000
TOTAL $ 70,277,645
Less debt services and indirect costs (10,099,891)

TOTAL available for expenditures/investments $ 60,177,754

Resources continually revolve in the HIF as loans are repaid or there are proceeds from
re-sales of Moderately Priced Dwelling Units (MPDUs) or county-owned land. There
may also be resources that were committed in prior years but not expended until the
current year. This is why DHCA can close on more loans in a fiscal year than the
resources that are approved in any specific fiscal year. For example, DHCA expects to
close on aimost $100 million in loans in FY19; however, the new funding approved in
FY19 included $22 million in the CIP and about $8.1 million for loans and grants. The
Council has previously said to DHCA and the Executive that if there are projects that
DHCA determines are cost appropriate and ready to go, but for lack of funds, DHCA
should let the Council know so that supplemental funding can be considered. Council
staff has not been made aware of such a situation to date, but it could occur especially in
the case of an opportunity under Right of First Refusal.

The Executive’s display also shows that the budget provides an investment of over $193
million in FY20 for affordable housing when combining the HIF, the Housing
Opportunities NDA, and the HOC and non-HOC PILOT tax abatements (© 3).

Main Changes for FY20 HIF Operating Budget

Revenues:

The portion of the Recordation Tax that must be used for rental assistance to low and
moderate-income households is budgeted to increase by 13.8% from $14.47 million to
$16.37 million. These revenues are used to pay traditional monthly rental subsidies but
can also be used to permanently but down the cost of a unit to make it more affordable
(for example, making a unit that would have been affordable to a household earning 60%
AMI to one earning 30% AMI).



Loan repayments are budgeted to increase by 13.7% from $2.37 million to $2.7 million.

Revenue from MPDU resales and MPDU alternative payment agreements is expected to
be $1.6 million. This is relatively unchanged from a budget to budget assumption but in
FY18 actual revenues were $3.4 million from these sources.

The Transfer from the General Fund to the HIF s $25.3 million; an increase of $2.6 million
from FY19. Resolution 15-110, Dedicated F; unding for Affordable Housing, and
Resolution 16-143, Source of Fi unding for Annual Appropriation to the HIF, together stated
policy that the General Fund allocation to the HIF should be an amount equivalent of 2.5%
of actual General Fund property taxes from 2 years prior to the upcoming fiscal year and
that it should not MPDU repayments. FY18 actual property taxes were $1.267 billion.
Following the 2.5% policy, the transfer from the General Fund would be $31.7 million.
The County has rarely been able to allocate this amount and has included a provision in the
operating budget resolution acknowledging so. In FY19, General Funds that had been held
in reserve were released and it was concluded that the HIF allocation was in compliance.
The CE’s FY20 budget says that combining the FY20 transfer with the MPDU alternative
payments exceeds the 2.5%. Council staff does not agree and recommends that the
Operating Budget resolution again acknowledge this. Council staff also suggests that the
PHED Committee revisit the HIF law and resolution to bring them up to date with the
current revenue sources and uses of the HIF, including the capital funding, which is not the
major source of funds for acquisition and preservation.

Expenditures

There is an increase of $1.29 million in the HIF for Rental Assistance Programs which
include permanent supportive housing and the funds for HOC’s Rent Supplement
Program.

There is an additional $3.94 million budgeted for the Affordable Housing Initiative which
can be used for loans and grants.

There is a $292,678 increase in personnel costs that are charged to the HIF. $135,540 is
to fund two positions that will support the MPDU program as amended last year by the
Council. An additional $93,190 is a portion of the compensation for the new non-merit
Deputy Director position. The remainder is general compensation adjustment for the
15.2FTEs charged to the HIF in FY19.

The expenditure/uses includes a category called “Other Claims™ of $1,882,893. This
includes: (1) $1 million to continue the HOC Homeownership program that began in
FY19 and assists people with credit scores below 650, (2) $510,000 for a five-year
program to house medically vulnerable homeless people; (3) $142,000 to fully fund the
Burnt Mills rental agreement (full cost $410,000) and (4) $229,000 available for the
Affordable Housing Initiative.



Expenditures for Neighborhoods to Call Home

Each year, funding is allocated for contractual services that are funded in the HIF for the
Building Neighborhoods to Call Home program. These contracts recognize that services are
needed to support the overall effort to increase affordable housing and support improvements in
existing neighborhoods that already have affordable housing. The following services are
recommended for funding in FY?20:

Rebuilding Together $ 300,000
Long Branch Tenant Counseling (CASA) $ 250,000
Pine Ridge Center $ 146,340
Montgomery Housing Partnership (MHP) $ 120,000
Focused Neighborhood Assistance
MHP — Apartment Assistance Program $ 140,000
A Wider Circle $ 225.000
TOTAL $1,181,340

PHED and HHS Committee session: Recommended (6-0) approval of the HIF Operating
Budget as recommended by the County Executive including the contracts under the
Neighborhoods to Call Home effort. Agenda Item #35 reflects the PHED and HHS
Committee’s recommendation to add $5 million to the Affordable Housing Acquisition and
Preservation CIP Project.

The Joint Committee discussed the critical need for additional housing of all types,
including affordable housing that is provided at no cost through the development of market
rate housing and affordable housing that needs financing assistance through the HIF. The
Joint Committee discussed the projects that are highlighted in the report at © 7-20. The Joint
Committee discussed with DHCA whether there is enough funding to move projects forward.
DHCA explained that they always have projects that are in the review pipeline and, so far, they
have been able to fund projects when they are determined to be ready. The Joint Committee
stated that they want to be informed if there is a time when funding is not available to move
forward with a project DHCA would otherwise fund.

The Joint Committee recommended (6-0) approval of $5 million in additional FY20 CIpP
funding as reflected in Agenda Item #35,

The Joint Committec requested additional information on the income levels of the
households that are service by HIF-funded Projects in the last five years.

The Joint Committee requested additional information on the total County investment in
affordable housing and questioned how the HIF compares to other Housing Trust Funds in
the area, both in the dollars invested and the use of the funds.

The Committee asked that it receive quarterly updates on the affordable housing project
pipeline and available funding for loans and grants.

S—




Payment in Lieu of Taxes

Each year the Council must include a provision in the Operating Budget resolution
specifying the monetary cap for non-HOC PILOTs. This is a significant part of the County’s
financing of affordable housing; however, it is made through a reduction in taxes rather than an
appropriation and expenditure. In addition to the $18.1 million recommended for FY20, the
value of forgoing taxes for property owned by the Housing Opportunities Commission is
estimated at $10.69 miilion.

The Director of Finance must maintain a record of all payment-in-lieu-of-taxes (PILOT)
agreements currently in effect under the T ax-Property Article of the Maryland Code. The record
must estimate (in current year dollars) the amount of property taxes abated for each agreement
Jor each of the next 10 fiscal years. As authorized by the County Code, Section 52-18M the
Director of Finance may sign payment-in-lieu-of-taxes agreements for affordable housing that
abate annual property tax revenues up to the following annual limits Jor all properties not owned
or operated by the Housing Opportunities Commission,

The Director of Finance must not sign any payment-in-lieu-of-taxes agreement that would increase
the total amount of abated property tax revenues above any of the listed annual limits without
prior approval of the County Council by resolution.

PILOT FY19 Approved | FY20 Recommended
FY19 $ 17,287,513 NA
FY20 3 18,162,389 | $ 18,162,389
FY21 3 19,070,508 | $ 19,070,508
Fy22 $ 20,024,034 [ $ 20,024,034
FY23 $ 20,624,755 | $ 20,624,755
FY24 3 21,243,497 | $ 21,243 497
FY25 $ 21,880,802 | $ 21,880,802
FY26 $ 22,537,226 | $ 22,537,226
Fy27 $ 23,213,343 | $ 23,213,343
FY28 $ 23,809,743 | 23,809,743
FY29 NA $ 25,105,230

PHED and HHS Committee: Recommended (6-0) approval as recommended by the County
Executive,

Housing First/inside (Not QOutside) Update

On March 21%, the Joint Committee had presentations on best practices for reducing
homelessness from a national perspective and the strategies and outcomes that have been and are
being used in Montgomery County. The goals for the County are to make homelessness rare,
brief, and non-recurring. The effort seeks to create a “person centric” system that responds to the
needs of the affected people rather than available resources and existing program models.




The County has adopted three policy goals:
Ending (which means reaching *“functional zero”) Veterans Homelessness by 2016
e Ending Chronic Homelessness in Spring 2018
* Ending Youth and Family Homelessness by 2020

DHHS provided additional information on the Point-in-Time (PIT) Count. Attached at © 21 is a
one page visual that highlights the results of the 2019 PIT.

The 2019 PIT counted 647 individuals; a 23% decrease from 2017,

¢ 13 Veterans were identified in the 2019 PIT; 8 of the 13 reported losing their housing in
Montgomery County.

* Since January 2016, the County has ended chronic homelessness for 411 individuals.

® The 2019 PIT identified 11 chronically homeless individuals; a 91% decrease from the
2018 PIT,

* Atany given time, there are about 50 families with children experiencing homelessness
and 61 were counted during the PIT survey.

Since the Joint Committee session, the Council of Government’s 2019 Point in Time Report has
been released. The section for Montgomery County is attached at © 22-30.

f\memillan\fy20 opbudihif pilot housing first council may 7.docx
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1 {Housing Initiative Fund | FY1s FY17_ |  FY18 | FY18 __FY20CE | Difference | PHED and HHS |
2 {Approved and Recommended | “Approved | Approved | Approved | Approved | Rec | FY20-19 APP |  _Rec |
3
4 |Resources (nonCIP): R N T D
5_]|Beginning Balance | 7241980 4,786,860 | 9023651 | 11633504 | 7,160,000 | (4.473504)] 7,160,000
6 |Transfer from the General Fund | 19256777 | 22,167,940 | 22,703,644 | 22703644 25342876 |  2,639232 | 25342.876
7_|Miscellaneous Revenues — 1 ﬁ,,&ﬁﬁjﬂ,,_ﬁ&@w__A)Ji?@_mﬁﬁ_ﬁ%%i; 23,944,769 | 2,436,481 23,944,769 |
8 -
9 IResources Before Required Transfers __:'ﬁ.@?jjm__e@i:@aiEiuiﬁjfiﬁﬁm?;_@@9 56,447,645 |
10 -
{1 Required Transfers: ___— ] - t——t—_ T

Transfer to Debt Service Fund (debt service on —
12 |acquisition and preservation bonds) _ (7,196,110). __(?Bjm,_mﬂ_ﬂ@_(9-5(&1&_(9.623.7@ 122,190) (9,623,700)|
13 [To General Fund for Indirect Costs _ (289.410))  (303,734)]  (329,848) (371.142)]  (476,191) (105048)  (476,191)]
14 | -
15 Ngn—gmsﬂr@a@Imwrogramsfje-._n&u IBTII882 | 44356461 | 45972784 | 46347754 374970 | 46,347,754
e T _— fgL —_——r - | T
17]uses: =~ — T — A N - _
18 [PersonnetCosts ~ ~ — - 1811074 1,844,832 1,896,770 | 2035885 | 2328563 | 202,678 2328563
19 [Housing First s | 8043855| 8043955 8,204,080 | 8369080 8369080 @ i _ 8,369,080 |

Rental Assistance Programs (primarily T
20 Recordation Taxy) 9605920 | 15204740 | 16,084,578 15,075,202 | 16,367,562 | 1,292,360 . 16,367,562
21 iNeighborhoods to Call Home —— (. 996340| = 716340 | 816,340 | 956,340 1,181,340 | 225,000 1,181,340 |
22 |Other Operating . _ 1502707 | 1,499205 ] 1,771,422 | 1,696,422 — 1381642 |  (314,780)) 1,381,642
23 | Other Debt Service (Non-tax Funds) 1 B34e0| 61280 | 59,020 . 56,750 56750 | . 56,750
24 {Special Needs and Non-Profit Housing | 2380510 2380510 | 2,380,510 2380510 | 2380510 | - _ 2,380,510 |
25 | Senior Housing - Silver Spring (The Bonifant) e _M,i_,i,___dﬁ__ 376 T — g — et ]
261100000 Homes —~ ~— — — 437120 437120 | T 437.120 | 437120 ] 437120 . _| 437,120
27 Zer0:2016  — I ____@wLL__LWJUOOk._MOU 900,000 | 900000 - "500,000
28 |Affordable Housing Initiative — | 2721145~ 4166335 | 3,916,210 /3,682,481 | 7625233 39427821 7625233 |
29 |Other Claims: S T R B 1,882,893_t71._sa;sﬂ_,ﬁ 1,882,803
30 INTCH (One Time to A Wider Circle) I e 200000, 0 ] T I T
31 |Reallocated 1o Housing First S N _ 75000 T — -__t__, ]
32 ISpecial Needs and Non-Profit Housing L T 636,051 __7__j_7__ I
33 |Aflordable Housing - loans and grants* | — 728000 T S D
24 [Senior Affordable Housing - — —— | 4000000| 4562054 — | _4562,064)
39 1HHS Medically Vulnerabie (5 Year) . ——— 510000 | "(510,000) ]
36 One-Time_(:gtm_cr@_for BumtMills S R _ 142,940 __ 267,060 124120 267,060 |
37 |One Time Cost increase for Falkiand Chase | - __78000[ . 7g600)] I
38 lHomeownership Assistance Program |~ e _JE 1000000 _(10000009] T
39 [Uses of Non-CIP HIF 27,662,251 35,344407 | 42,192,101 | 41,882,784 | 43177,753 | 1,284,969 43,177,763 |
40 -
41|Ending Balance "~ 3,275,540 3,389,175 2,164,360 | 4,080,000 | 3,170,000 | [ (920,000 370,000 |
42 -
43 |New CIP Funding O ' L | o %7‘_7__;‘_ T
44 [HIF Revolving Program _ ~— 12265000 | 13409,000 | 7,843,000 | 10,154,000 | 15,359,000 | 5,205,000 20,359,000
45 }Loan Repayment Proceeds o 2,460,000 2,591,000 | 9,157,000 | 11,846,000 | 1641000 | 1,641,000 |
46} CEEstimated CIP Funding 14,725,000 | 16,000,000 [ 17,000,000 | 22,000,000 | 17,000,600 | " (5,000,000) 22,000,000 |
47 -
48 [HIF Funding available for Program Uses 44,662,251 51,344,407 | 59,192,101 63,882,784 | 60,177,754 _(3.705,030) 65,177,754 |

©



[377] FY2s 373 Fra2 FY% FY2a FY25
FISCAL PROJECTIONS APPROVED REC PROJECTION PROJECTION PROJECTION PROJECTION PROJECTION
e——— T WL T
ASSUNFTIONS
intionct Cost Rate 1823 204 2 45% 20.45% 20.45% | 2045% 204
CFi (Frscal Year) 2 2 2% 27% 27% 27% 2
investment income Yield 1. 7% 2. 2.5% 2.5% 2.5% 2.5% . 2.
BEGIMNING FUND BRRLANCE 1,833 504 7,360, 3,¥79,000. 2,250 090 1,130,000 410,000
REVENUCS
Taxes 14471, 142 18,447 562 19 555 163 10,908,865 17,411,062 18 254 387 19.071.078
Charges For Services 70.200 70.200 7198 7351 15,045 77005 80070
Mscellaneous 2,088 5e8 7,407,008 . 7407.008 7.407.0068 7,407,006 7,407.008 TAD7008 |
Sublotal Reverues 2,508,238 73,944,768 24,034,145 24,307 580 2499352 25,73 358 26,560,452
ITERFUND TRANSFERS [Net Noo-CIF} 12,430,992 15,242 985 14,416,848 12945148 12,545,048 12,540 628 12,346,788
Transfers To Datt Service Fund 9:501,510] {@.823.700 91,023 700} {11,918.400) 111.616.500) (11,822,800 111,81€.900;
W] Property Acquistion {@.501,510 (9,623 ; (91,821,700 {11,818.400) (11,818,500 14,822,900} (11,516,800
Transfers To The Geners! Fund {71,542 (4Te.101 (4T, 32ZR)| (479.328) (478,3268) {479,228) “79.129
indirmet Costs (571, 142) 78194 476.328) 470,328; #70,328) 475,228; 79,328,
Transfers From The Gerwral Fund 22,703,544 25,42 §78 25 M2 678 2542870 25,342,878 25392 578 25342870
From, Gereral Fund 22,703 044 25342 876 25342 878 25342878 4342 878 25,342 B76 2524878
Transfers From Specia) Fds: Non-Tax + ISF . o ] 1.B7E.000 2] o] ] a
From PLD Land Sala Prooeeds o ' 1.875,000 ] 1] i )] B
TOTAL RESCURCES 53727 &£,020993 38,582 78 38.48.m1 39,990,806
P CURRENT REVENUE APPROP, [ 13 ] [ ]
PSP OPER. BUDGET APPROP! EXF-S.
Operating Budget 2,507,207 .710.205) (3.710.208} Q.710.208) (3,710,208}
Debt Service: Other {Non-Tax Funds oy} 56 750} (58,750}, {68,750) (56.750) (50.750)
Labor Agreernent nia {11.045; (11,0467 £11.040) (11,043
Annualizations and Dne-Time nig 42.270) 42,270} L7 e “2zm
Rental Assistance Program {RAP) (14,246 142 (10457 163) (18,206 065} (17.211.002) {18,154 387)
Faikland Chase 5 yr 502 D0G ] o [} 0
Bumt Mils 10 (2670080, (207.000) (267,000} (267 000 (207,960}
Housing First (8,365,080 18.300.060) (8.366,000) 8.350.060) 18,380 080)
Neighhorhoads ¥ Call Home {4.181.340] {1.181.340) {1.181,340) {1.181.240) (1.181.340)
Special Heeds and Horprafit Housing 2380510 12,380 540) [2,290.510) {2.380.510) (2.380.510}
100.000 Homws: 437 120 (437120} {437 120}, 37 £20) #3725
Zaro: Z018 000000 (RO0.D00) {90, 003) (200000 (800,000}
Afferdatle Rousing i stive {3.882.481 7 5.307.545) (3,437 7585 {3436,554) (4,437,304
Suistotal PSP Oper Budget Approp / Exp's 35,583, 73¢ s {39,112,053) B7,509,798) PL,105,431) 38,347,965}
OTHER CLAMS ON FUND BAL ANCE 6,292,994 1,082, (552,%40) (652,8404 52,340 142,300}
e ———————
TOTAL USE OF RESOURCES (1,882 704 3,977, (39.770,353) 38,252,738 {18 759 834 990,906}
w
YEAR END FUND BALANCE 4,080,000 3,170,000 2,250,000 1,320,000 410,000 ] [
s o i 20 Accyisiton and Freservation CIP 22,000,000) mmml wrreen|  paeng M1 Be1 sy (T
o ey T ENT IAFFGRDABLE HOUSIG (M Fund + w2780 sn.m.mll usamesh  Esan  mrern  weomen|  werm
1. Atotai of $63.07 miion will be investad in affordable housing, inchuding expenditures of $41.3 milion refiected in this fund, as wed a5 an addiional $4.77 miflion ican
repaymerts realiotated in FY 12 and $17 million in FY20 for the Alfordabie Housing Acquisition and Preservation CiP Projects #760100. The CIP nciudes the issuance of
$15.56 mitlion of debt and $1.44 milkon in estimated oan repayments in FY20. The funding provides a continued high level of support for renovation of distressed housing
mmmmumm urits, creation of housing unils for spacial neads mmmm—mem@ng,auammmm
permanent supportive housing and community development.
2. MonigmewntyCmnatRmolﬂﬁmﬂs-namvidesmran allipcation from the General Fund o the Montgomery Housing initiative fund (MH1) of the eguivaient to
2.5 percent of actual General Fund Iamﬁ'untwoyearspnoriomeupmmrgﬁscaiyear&rmemdmamamgmdemmmmewyaraﬂm
ing. However, the actual transfer from the General Fund wid beﬂetemmedeachyearbasedmmea'vamtya
Notes:
1.Thesepm§e¢msa:ebasedmmmmtmmmmmmmmmmmmamm The projected future
expenditures, revenues, and fund balances may based on changes not assurmed here to fee or tax rates
2. The Executive recommends an adddional $2.64 mition to be transfemed from the General Fund 1o the MH! fimd, Compared to the FY 19 amount A combination tolaling
325 34 malion fransferred from the General Fund, MPDU atlemative payments, and one-time funding from HIF reserves wilf exceed the 2 5% policy goa
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Affordable Housing Support Summary

iIncreased Projucted
Furdin Toial County | 1o.vr average |F¥20.CE Recomm Funding | Creatlon/Prevention
8 Sources Evos. Frig | (FYI0FYIS) Budget {FY20va. 10-Yc | of Atfordable Notes
Average) Housing {Fr2o}
Operating Burdget Expenditures
DHCA - MHI Operating Budget %2 548,663 26,575,044 41,280,001 14, M7977
BHCA - MHI Debt Service {inferest only) 27,802,804 2,788, 388 4,173,700 1,385314
HHS - Housing Programs {General Fund) 110,777,417 11,077,742 13,115,387 2,037 645 2,000 [Clents served
HOC - Non-Departmental Account 3810 6,163,885 6.021.664 57,789
Tots Operating Budget 456,808,057 85,503,762 18,898,708
Affordable Housing Acquisition and Presorvation Project
e g
MHI
HIF Revatving Loan Program 11,583,100 15,550,000
Loan Repayment Proceeds {actual) 5,354,651 T.441,000
G.0. Bonds
Recordasion Tax Premium
DHCA, - Affordabile Housiing Acquisition and Presarvation Project
cim 203,795,507 17.620.551 17,000,000 (629 551) 5564 |nciuting MHI & CIP
 suppont of operating cost
Tor Not-profits and sanior
DHCA - Payment in Lisv of Taxes (Non-HOC PILOTs) 134,223.8% 11,982 383 18,162,359 8,180,007 300 |houwing
DHCA - Payment in Lieu of Taxes (HOC PILOTs) 108,033,032 8.073.362 10,800,837 1,617 475
DGS - Discounted Land Vaive 37823483 9,455,871 . N Uinks captumd in DHCA
Totat Afordable Housing Support 1,018,596, 568 158,299 331 153,880,130 44,968,341 7914
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MONTGOMERY COUNTY COUNCIL
ROCKVILLE, MARYLAND .

ANDREW FRIEDSON

COUNCILMEMBER
DISTRICT |
MEMORANDUM
TO: Councilmember Hans Riemer, PHED Committee Chair
Councilmember Gabe Albornoz, HHS Committee Chair
Councilmember Will Jawando

Councilmember Craig Rice
Councilmember Evan Glass

FROM; Councilmember Andrew Friedson
DATE: April 23, 2019

SUBJECT:  Housing Initiative Fund

This 19" County Council has demonstrated strong and committed support for addressing our County’s
affordable housing challenges at the outset of our term. Recognizing the severity of the crisis, and in the
spirit of those efforts, I am requesting your support for restoring the Housing Initiative Fund (HIF) to

FY19 levels with an additional $5 million in the capital budget.

The County Executive’s proposed funding below FY19 levels takes us a step backwards in

having the financial wherewithal to build additional units so desperately needed to keep up with the
demand for affordable housing. Average rent in the county increased by more than twice the level

of median income between 2010 and 2015. As a result, nearly 32,100 low-income households were on
HOC’s active wait list in recent years, which doesn’t even reflect those who need and are eligible for
housing help but have not applied for it. Today only 14 percent of the County’s supply of rental
housing has been constructed since 2000 while 55% was built prior to 1950.

We cannot solve our affordable housing shortage with public investment alone, and I look forward to
working with each of you to create an economic and regulatory environment that supports significant
private sector investment growth. However, we must commit ourselves to at least keep up with prior
year efforts if we are to seriously address one of our County’s most persistent long-term challenges. We
need to continue to build housing at a healthy rate to meet our current and future needs, and to

ensure that Montgomery County remains an accessible and inclusive place for families to move and

businesses to locate.

STELLA B. WERNER OFFICE BUILDING - 100 MARYLAND AVENUE, 6™ FLOOR, ROCKVILLE, MARYLAND 20850
240-777-7828 OR 240-777-7900, TTY 240-777-7914, FAX 240-777-7989
WWW.MONTGOMERYCOUNTYMD.GOV
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Thank you for your consideration of this request. I look forward to working as a Committee and Council
in conjunction with the public, private, and non-profit communities to strengthen our existing programs
and find new ideas to tackle the vexing issue of affordable housing for County residents.

CC: Council President Nancy Navarro
Ms. Linda McMillan

STELLA B. WERNER OFFICE BULLDING - 100 MARYLAND AVENUE, 6™ FLOOR, ROCKVILLE, MARYLAND 20850

240-777-7828 OR 240-777-7900, TTY 240-777-7914, FAX 240-777-7989
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Montgomery County, Maryland

DESCRIPTION OF HOMELESS SERVICES

The Montgomery County Homeless Continuum of Care (CoC) is a public-private partnership that
includes state and local government agencies, non-profit service providers, landlords, and other
stakeholders who have a role in preventing and ending homelessness. The Interagency Commission
on Homelessness (ICH) serves as the CoC's governing board and the Services to End and Prevent
Homelessness division of the Montgomery County Department of Health and Human Services is the

Collaborative Applicant/ CoC Lead.

The CoC envisions a place where the experience of homelessness is rare, brief, and one-time only.
They strive to be leading community in the work to end homelessness across our nation, where the
commitment and collaboration creates effective systems that prevent and end homelessness for
everyone in Montgomery County. The CoC has set the following bold goals:

Prevent and end homelessness among Veterans by 2015.

Finish the job of ending chronic homelessness by the end of 2018,
Prevent and end homelessness for families, youth, and children by 2020.
Prevent and end homelessness for unaccompanied youth 2022,

Prevent and end homelessness among seniors 2022,

Set a path to ending all types of homelessness 2023,

A broad array of services is offered to help achieve the goais of the CoC including homeless
prevention, diversion, street outreach, temporary shelter, shallow and deep housing subsidies, and
supportive services. The CoC embraces the Housing First philosophy and continues to align all
programs with the principles of low barrier access to housing and services, consumer choice,

community integration, and housing orientation.

The Housing for All = A Stronger Montgomery campaign embodies the vision of the Mentgomery
County CoC. In 2017, Services to End and Prevent Homelessness (SEPH) began to restructure
programs that implement this vision and are in alignment with the new federal mandates on
Coordinated Entry Systems (CES) for both single adults and families with minor children. The
restructure builds on this vision and utilizes the guiding principles and shared values of our CoC

including;

» A person-centered system of care which includes low barrier access, standardized intake and

assessment, housing prioritization, and evaluation;
= Commitment to a comprehensive crisis response system, including increased access to

shelter, housing, and services;
= Concentrated effort to reduce the racial disparities in the homeless continuum, and
» Expansion of prevention, diversion, and permanent housing solutions that are based on

need.
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At Home
@ Together
At Home Together Initiative

The At Home Together Initiative is Montgomery County’s campaign to prevent and end homelessness
for families with children. The CoC has committed to this bold goal and recognizes the need to
intensify partnerships with other systems of care. Unlike the previous initiatives addressing Veteran
and chronic homelessness, success is not defined by a “functional zero” number but instead by
making the experience rare, brief, and one-time only. Montgomery County will measure success by
reducing the length of time a family experiences homeiessness and rate of returns to homelessness

for families with children.

Other important inltiatives

¢ In April 2018, Montgomery County partnered with The National Center for Children and
Families and the Maryland Youth Reach staff to conduct a youth count. Youth Reach
Montgomery is a statewide effort by the Maryland Department of Housing and Community
Development and coordinated by the Institute for Innovation and implementation at the
University of Maryland School of Social Work. Improving Maryland's understanding of youth
homeless became a legislative priority in Maryland in 2013, Different from the PIT, the youth
count was conducted over a 2-week period beginning April 204 through April 15, |n addition,
a street outreach component occurred April 6% and 7t The resuit was a total of 317 youth
experiencing or at risk of homelessness with 15% identifying as LGBTQ and 87% as persons

of color.

» For the past year, the CoC has been engaged in restructuring the Interagency Commission on
Homelessness, the governing body of the CoC. This restructure included changes to
membership to be more inclusive of critical stakeholders, redesign of the committee
structure to distribute the workload, and the development of the “People’s Committee” to
ensure the voices of people with lived experience are heard.

Emergency Shelter

The CoC continues to provide emergency sheiter to households with minor children through three
year-round family shelters, one domestic violence shelter, and limited hotel subsidies used as
overflow. During hypothermia, additional overflow shelter is provided via a non-profit organization.
During this year's enumeration, a total of 47 households with minor children were residing
emergency, overflow shelter, or DV shelter which is a significant decrease (32%) from 2018,

Emergency shelter capacity for adults without children remains 140 for year-round capacity. This
includes the DV shelter with 5 beds designated for this household type, 3 designated as medical
beds, and 2 designated for older adults or people with disabilities. During hypothermia season from
November 1 to March 31%, capacity expands to 383 beds. On the day of the 2019 enumeration,
there were 298 emergency shelter and overflow beds occupied; a decrease of 4% from 2018 and

15% from 2017.
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The table below provides a comparison of the past 3 years.

MONTGOMERY COUNTY'S HOMELESS COUNT BY CATEGORY
' Percent Change Percent Change
Category | 2017 [ 2018 | 2019 | ,047.,0019 | 2018102019
Tﬂrn“t:'dbe' 894 | 840 | 647 28% -23%
Total ' g P
ndidaats | 626 | 568 | 441 28% 20%
Total Number | o, | g5 | & 27% 29%%
of Famillies
Total Persons | .0 | 578 | 206 -26% -26%
in Families
Total Adultsin ' o0 | o3 | 76 28% -18%
Families
Total Children | .5 | 195 | 130 -24% -30%
in Famillies

The number of households with children headed by transition age youth (18-24 years old) decreased
82% from 11 in 2018 to 2 during the 2019 enumeration. This is an 85% decrease from 2017
enumeration. However, it is not clear that the number of transition age parenting youth households
has decreased so drastically. In calendar year 2018, a total of 57 youth-headed households were
served in the continuum which is similar to previous years. In July 2018, the CoC began
implementing homeless diversion for families with children. Preliminary numbers suggest that nearly
2/3 of all households seeking shelter can resolve their housing crisis without needed emergency
shelter. If the trend continues, the CoC will attribute the decline in transition age youth headed
households with children to this change in practice. The number of unaccompanied transition age
youth decreased in 2019 to 20 (31%) from 2018.

MONTHLY INCOME AND EMPLOYMENT

Among all household types without children including those who are unsheltered, veterans, and
transition age youth, 225 or 51% reported some type of monthly income. This is a small increase
from 50% in 2018 and a decrease from 52% in 2017. However, of those reporting monthly income
43% reported income from employment compared to 35% percent in 2017. The CoC has recognized
the need to support homeless persons in obtaining eligible benefits. A total of 48% percent reported
income from Social Security Retirement, Social Security or Veteran Disability, and/or Temporary
Disability Assistance Program as their primary source of income. Montgomery County supports
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Housing First philosophy and though income is not required to be for permanent supportive housing
or rapid rehousing, the CoC has made a concerted effort to connect homeless persons with
vocational and employment supportive services. Additionally, emergency shelter staff are more
focused on addressing the immediate barriers to housing such as income in their efforts to help

individuals rapidly exit.

Among households with children including veterans and transition age youth, the number of adults
reporting monthly income was 56 {74%) which increased from 70% in 2018. In addition, 22 {39%)
reported income from employment, which is a decrease over the 2018 which was 40%, and a very
large decline compared to the 54% income from employment in 2017. Work force development has
been identified as a gap in the CoC and must continue to be a priority for all household types.
Employment specialist and vocational services are incorporated into Rapid Re-housing and
permanent supportive housing contracts. The other primary source of income for households with
families included Temporary Aide to Needy Families, Social Security Retirement, Social Security
Disability / Survivor benefits which accounted for the income of 36% of this cohort.

SUBPOPULATIONS

Montgomery County saw declines in every subpopulation with one exception. The greatest decreases
were with aduits reporting chronic substance abuse, adults living with HIV/AIDS and chronic health
conditions. There was a 73% decreased in those reporting substance abuse and a 48% percent
decrease in adults reporting chronic heaith problems. There was a 28% decrease in adults reporting
serious mental iliness from the 2017 enumeration, There was a 28% decrease in adults reporting
co-occurring disorders from 2017. Such significant declines can be attributed to full implementation
of the Coordinated Entry System that prioritizes those households with the highest acuity for

permanent housing.

Adults Onilyinall | Adults Onlyinall | Adults Oniyin all Percent
Households FY17 | Households FY18 | Households FY19 Change
2017 - 2019

Chronic Substance Abuse (CSA) 104 66 28 -73%
Severe Mental liiness (SMI) 175 170 126 -28%
Dual Diagnosis (CSA&SMI) 101 97 73 -28%
Chronic Health Problem 162 144 84 -48%
Living with HIV/AIDS 8 6 2 -75%
Physical Disability 76 110 136 +44%
Domestic Violence Victim History 146 147 106 -27%
Limited English 56 63 32 -43%
U.S. Veterans 33 13 13 -61%
Chronically Homeless 167 124 11 -93%
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stifl a gap of approximately 350 units for both individuals and families according to the 2017 gap
analysis of the CoC.

Beginning in August 2017, Montgomery County began a re-design of the RRH program from a fixed
subsidy ($400 per month for singies, $600 per month for families} program to a flexible subsidy with
re-evaluations of subsidy and need every ninety days. The program will also accept households with
no income and work with them in obtaining temporary eligible benefits and on-going employment
and pays the security deposit and first month rent to allow the household to transition from
homelessness into stable housing. In coordination with the Learning Collaborative and the
Coordinated Entry policy, the County has increased staffing to include a housing locator for landlord
engagement and to develop a “housing stock”. The goal is to serve more households more
effectively by reducing the length of stay from 12 months to 4-6 months.

Permanent Supportive Houslng and Other Permanent Housing

Through the Inside {not Outside) Initiative, Montgomery County created more permanent supportive
housing by increasing funding for the Housing Initiative Program (HIP). The program is unique in that
the support services and reimbursement rates are based on acuity and change over time. By basing
reimbursement rates on acuity, the program can serve more households more effectively, This
allows providers to increase or decrease services depending on need,

In the 2018 HUD Continuum of Care Competition, Montgomery County was awarded $538,250 for a
new permanent supportive housing program to serve 21 adults with chronic substance use. In
addition, Montgomery County applied to the State of Maryland Assistance in Community Integration
Services (ACIS) Pilot. The 1115 Medicaid Waiver allows states to bill Medicaid for housing support
services including pre-tenancy supports and housing case management. Montgomery County has
been approved to provide services to 110 individuais in permanent supporiive housing and rapid
rehousing programs. This additional resource has allowed the County to reinvest the savings from
supportive services into housing subsidies and increase the stock of permanent housing.
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