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EXPECTED ATTENDEES

None

COUNCIL DECISION POINTS & COMMITTEE RECOMMENDATION

e Public hearing and action are scheduled for July 28, 2020 at 1:30 p.m.
e The PHED Committee recommends (3-0) approval of a new CIP project that creates a Housing
Opportunities Commission (HOC) Housing Production Fund.

DESCRIPTION/ISSUE

Montgomery County has a current and projected shortage of housing and a significant shortage of
housing affordable to low and moderate-income households. To meet current and future housing needs,
new strategies for increasing the housing supply must be implemented. This includes finding ways to
leverage County resources to create larger pools of funding to accelerate the production of new mixed-
income developments with a substantial percent of affordable housing, particularly housing that is
targeted to serve households with incomes at or below 50% of area median income. The PHED
Committee recommends approval of a Capital Improvements Program project that will create a $100
million Housing Opportunities Commission (HOC) Housing Production Fund. The County will provide
HOC with $2.8 million in FY 2021 to create the Fund and allow HOC to issue $50 million in HOC-issued
bonds. County funding will increase to $6.8 million annually to allow HOC to increase the bonds to $100
million. The funds will be used for construction period financing. This will allow HOC to accelerate
projects in its development pipeline. HOC estimates it can create nearly 8,800 units of housing with the
assistance of this Fund. At minimum, 20% of the housing units will be affordable to households earning
50% or less of area median income and 10% of units will be affordable to households earning incomes
eligible for the Moderately Priced Dwelling Unit program.

SUMMARY OF KEY DISCUSSION POINTS

e Montgomery County is a partner in the Metropolitan Washington Council of Governments’
Regional Housing Initiative and the Council has endorsed the goal of adding an additional 10,000
housing units above current forecasts by the year 2030.



e The Housing Needs Assessment recently completed for the Planning Board estimates that
between years 2020 and 2040, the County will add over 63,000 new households. The study
estimates that over half of new housing units will be multi-family rental.

e Housing is one of the four pillars of the Council’s Economic Development Platform.

e The Housing Opportunities Commission is the County’s public housing agency, with a mission of
providing high-quality affordable housing. HOC has created a development and redevelopment
pipeline of mixed-income housing developments from properties in its own portfolio and through
properties acquired through partnerships with private developers. HOC can accelerate these
projects with additional construction period bridge financing.

e The impact of access to quality, stable, and affordable housing on health is a well-researched
social determinant of health. Stable, quality housing is shown to reduce illness and healthcare
costs, and for families with children can impact other factors such as school achievement.

e The Council placed $6.8 million in designated reserve as a part of its original FY21 budget actions
to allow the PHED Committee and Council time to review proposals to leverage funding for
production and preservation of affordable housing. This designated reserve will be the source of
the FY21 current revenue funding for this new project.

e AtitsJune 22,2020 worksession on this proposal, Executive staff from the Office of Management
and Budget requested time to review the proposal and consult with the Department of Finance
to advise the Council about any impacts regarding County debt capacity or other financial
policies. The PHED Committee acknowledged the need for this input and the ability of the
Committee and Council to consider additional information.

e The recommended Project Description Form states the minimum requirements for affordability
in projects developed using this Fund, the PHED Committee discussed the need to work to
increase affordability beyond these levels. HOC confirmed that seeking ways to increase
affordability is a top goal of the HOC Commissioners and they would welcome continued

discussion.
Attached:
Resolution: CIP Amendment and Special Appropriation pages 1-4
Project Description Form 5-6

Link to June 22, 2020 PHED Committee staff report which contains presentation slides from HOC on the
Housing Production Fund:
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/cm/2020/20200622/202006

22 PHED2.pdf

Link to June 8, 2020 PHED Committee staff report on the Housing Needs Assessment that contains
presentation slides:
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/cm/2020/20200608/202006

08 PHED2.pdf

Alternative format requests for people with disabilities. If you need assistance accessing this report
you may submit alternative format requests tothe ADA Compliance Manager. The ADA
Compliance Manager can also be reached at 240-777-6197 (TTY 240-777-6196) or at

adacompliance@montgomerycountymd.gov



https://www.montgomerycountymd.gov/council/Resources/Files/agenda/cm/2020/20200622/20200622_PHED2.pdf
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/cm/2020/20200622/20200622_PHED2.pdf
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/cm/2020/20200608/20200608_PHED2.pdf
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/cm/2020/20200608/20200608_PHED2.pdf
https://gcc01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww2.montgomerycountymd.gov%2Fmcgportalapps%2FAccessibilityForm.aspx&data=02%7C01%7Csandra.marin%40montgomerycountymd.gov%7C79d44e803a8846df027008d6ad4e4d1b%7C6e01b1f9b1e54073ac97778069a0ad64%7C0%7C0%7C636886950086244453&sdata=AT2lwLz22SWBJ8c92gXfspY8lQVeGCrUbqSPzpYheB0%3D&reserved=0
mailto:adacompliance@montgomerycountymd.gov

Resolution No.:

Introduced: July 7, 2020

Adopted:

COUNTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

Lead Sponsor: Planning, Housing, and Economic Development Committee

SUBJECT: Amendment to the FY 2021-2026 Capital Improvements Program and Special
Appropriation to the FY 2021 Capital Budget
Housing Opportunities Commission
HOC Housing Production Fund
$2,800,000 (Source of Funds: General Fund Reserves Designated for
Affordable Housing)

Background

1. Section 308 of the County Charter provides that a special appropriation is an
appropriation which states that it is necessary to meet an unforeseen disaster or other
emergency, or to act without delay in the public interest. Each special appropriation shall
be approved by not less than six Councilmembers. The Council may approve a special
appropriation at any time after public notice by news release. Each special appropriation
shall specify the source of funds to finance it.

2. Section 302 of the County Charter provides that the Council may amend an approved
capital improvements program at any time by an affirmative vote of no fewer than six
members of the Council.

3. Montgomery County has had a decades long commitment to providing affordable
housing to its residents. The County was one of the first jurisdictions in the nation to use
inclusionary zoning to provide moderately price dwelling units. The County has
committed local funding to provide housing stabilization, rent supports, rapid re-housing,
and permanent supportive housing. The County provides loans and grant to affordable
housing partners through the Housing Initiative Fund and provides tax relief for
affordable housing through the payment in lieu of taxes program. Public land is
leveraged to support developments with higher percentages of affordable units, and the
Council has included provisions in master plans and sector plans to incentivize affordable
housing and promote strategies that result in redevelopment of specific parcels having no
net loss of affordable units.



The County’s investments have not been enough to meet the current need for all housing
and for affordable housing. The Housing Needs Assessment recently completed for the
Montgomery County Planning Board estimates that between years 2020 and 2040,
Montgomery County will add over 63,000 new households. In 2018, there was a gap of
almost 48,000 units affordable to households with incomes at or below 50% of area
median income. The projections show that higher income households will remain the
largest group, but the percent of households with incomes below $50,000 will increase.
The study estimates over half of new housing units will be multi-family rental.

On November 5, 2019, the Council adopted Resolution 19-284, Resolution to Support
Metropolitan Washington Council of Governments’ Regional Housing Targets for
Montgomery County. The Council’s actions stated that, “A sufficient stock of quality
housing at all levels of affordability is critical to quality of life, health of residents, and
the economic development that will bring increased employment opportunities.” The
Council committed to goals of producing 10,000 housing units above the current forecast
and having 75% of new housing in Activity Centers or near high-capacity transit.

On November 19, 2019, the Council adopted Resolution 19-300, Economic Development
Platform for Montgomery County. The resolution says, “A growing and thriving
economy is necessary to provide abundant amenities, jobs with sustainable wages, and
high-quality services for all residents of the County.” The Council’s action adopted four
pillars: Housing, Transportation, Workforce Development, and Business Development.
The Housing pillar affirmed the Council’s commitment to strive to meet the Council of
Governments’ housing targets.

On June 16, 2020, the Council adopted Resolution 19-493, Declaration of Racism as a
Public Health Crisis. The resolution says, “Racism causes persistent discrimination and
disparate outcomes in many areas of life, including housing, education, employment and
criminal justice, and an emerging body of research demonstrates that racism itself is a
social determinant of health.” The Health Affairs Policy Brief, “Housing and Health: An
Overview of the Literature,” says, “Housing is one of the best-researched social
determinants of health and selected housing interventions for low-income people have
been found to improve health outcomes and decrease health care costs.” It further notes
that residential instability (moving frequently, falling behind on rent, couch surfing)
increases a person’s likelihood of experiencing poor health compared to stably housed
peers.

. To meet the County’s goals for increased housing and increased availability of affordable
housing, new creative and dynamic tools are needed including new tools for financing the
production of new mixed-income housing developments with housing units affordable to

household earning less than 50% of area median income.

. The Housing Opportunities Commission (HOC) is the County’s public housing agency
with a mission to provide affordable housing and supportive services that enhance the
lives of low and moderate- income families and individuals so that no one is living in
substandard housing. HOC has been actively developing high quality mixed-income



housing. HOC has a development and redevelopment pipeline from properties in its own
portfolio and from properties acquired through partnerships with private developers.
HOC can accelerate projects in its mixed-income housing pipeline with availability of
construction period bridge financing.

10. As a part of its actions on the FY 2021-2026 Capital Improvements Program and FY
2021 Capital Budget, the Council agreed to hold $6.8 million that the County Executive
recommended for Housing Initiative Fund loans and grants in a Designated General Fund
Reserve to allow the Council time to give further consideration to new models that
leverage County funds to create larger pools of financing.

11. On June 22, 2020, the Planning, Housing, and Economic Development Committee
reviewed the proposal to create a HOC Housing Production Fund. Under this proposal,
the County will provide annual funding through the Capital Improvements Program and
Capital Budget that HOC will use to pay the cost of the HOC-issued bonds. The
proceeds from these bonds will be used as low-cost, construction-period bridge financing.
This method of financing will mean that HOC will not be required to use Low Income
Housing Tax Credits or traditional financing assistance from the Housing Initiative Fund.

12. The Planning, Housing, and Economic Development Committee recommends an
amendment to the Capital Improvements Program to allow for creation a $50 million
HOC Housing Production Fund in FY 2021 that will increase to $100 million in FY
2022. The expenditures will provide HOC with funding that it must use for the cost of
HOC-issued bonds. The Committee recommends a FY 2021 appropriation of $2.8
million for this purpose. The Committee further recommends that any interest payments
generated by projects will be reinvested into the HOC Housing Production Fund.

13. Public notice of this special appropriation was provided and a public hearing was held.

Action

The County Council for Montgomery County, Maryland approves the following
resolution:

The FY 2021-2026 Capital Improvements Program is amended as reflected in the
attached Project Description Form. A special appropriation to the FY 2021 Capital



Budget for the Housing Opportunities Commission, in the amount of $2,800,000 is
approved as follows:

Personnel Operating Source of
Expense Expense TOTAL Funds
$0 $2,800,000 $2,800,000  Designated General

HOC Housing
Production Fund

Fund Reserves

This appropriation is needed to act without delay in the public interest.

This is a correct copy of Council action.

Selena Mendy Singleton, Esq.,
Clerk of the Council



HOC Housing Production Fund — (PHED Committee Recommended)

Total 6 FY21 | FY22 | FY23 | FY24 | FY25 | FY26 | Beyond
Years
Expense
Other 134,800 | 36,200 | 2,800 | 6,200 | 6,800 | 6,800 | 6,800 | 6,800 | 98,600
Funding
Current 134,800 | 36,200 | 2,800 | 6,200 | 6,800 | 6,800 | 6,800 | 6,800 | 98,600
Rev

Appropriation Request FY21 2,800
Appropriation Request FY22 6,200
Cumulative Appropriation -
Expenditure/Encumbrance
Unencumbered Balance -
Year First Appropriation FY21
Last FY’s Cost Estimate -

Project Description

This project will provide funding to the Housing Opportunities Commission (HOC) that
will support the principal and interest requirements for the establishment of a Housing
Production Fund. The appropriation and expenditure in FY 2021 will support the first-
year cost for $50 million in HOC-issued bonds. The annual expenditure for this first
bond issuance will increase to $3.4 million in years 2 through 20. Expenditures
beginning in FY 2022 reflect the expenditures needed to allow HOC to increase this
revolving fund to $100 million. The funds from the HOC issued bonds must be used to
produce new mixed-income housing developments and will provide financing for no
more than the first five years. Funds may be used for project development,
construction, and initial occupancy. Once permanent financing is in place, HOC will
repay the revolving fund for all draws associated with the development. At least 20% of
all units must be affordable to households with incomes at or below 50% of area median
income and another 10% at or below the income for a Moderately Priced Dwelling Unit.
HOC is encouraged to access other sources of funding to increase the percentage of
affordable units.



Project Justification

Montgomery County has a severe shortage of affordable housing and housing of all
types. The Metropolitan Washington Council of Governments estimates that
Montgomery County needs to add 41,000 housing units by 2030 to meet demand, at
least 75% should be in activity centers or near high-capacity transit, and at least 75%
should be affordable to low- and middle-income households. The 2020 Housing Needs
Assessment estimates that the County will need housing for over 63,000 new
households by 2040. It further estimates that in 2018 there was a shortage of almost
48,000 housing units affordable to households with incomes at or below 50% of area
median income. Production of new housing must occur to meet these goals. HOC is the
County’s public housing agency and its mission is to provide high-quality affordable
housing. HOC has a pipeline of potential projects but needs additional construction-
bridge financing capacity to move all its projects forward.

Other
HOC estimates that it can create nearly 8,800 units of new housing on properties it
owns, controls, or is controlled by the County and could be transferred to HOC.

Fiscal Note
Any interest payments generated by the projects will be reinvested into the HOC
Housing Production Fund.



