Relating to the development of multi-family housing;
creating a new Chapter 5.72 of the Seattle Municipal
Code in Title 5 - Taxation and Revenue, Subtitie II -
Taxes, implementing RCW Chapter 84.14 to provide
for exemption from ad valorem property taxation for
qualifying multi-family housing in designated residential
target areas within the City and designating certain
areas as residential targeted areas; and amending Seattle
Municipal Code Section 3.02.125 relating to Hearing
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ORDINANCE [/ /G 3

AN ORDINANCE relating to the development of multi-family housing; creating a new
Chapter 5.72 of the Seattle Municipal Code in Title 5 - Taxation and Revenue,
Subtitle II - Taxes, implementing RCW Chapter 84.14 to provide for exemption from
ad valorem property taxation for qualifying multi-family housing in designated
residential target areas within the City and designating certain areas as residential
targeted areas; and amending Seattle Municipal Code Section 3.02.125 relating to
Hearing Examiner fees.

WHEREAS, Washington state law, RCW Chapter 84.14, adopted by the legislature in 1995,
provides for the exemption from ad valorem property taxation for the value of
eligible improvements associated with qualifying multi-unit housing located in
residential target areas and authorizes the City to adopt necessary procedures to
mmplement the State law; and

WHEREAS, the stated purpose of RCW Chapter 84.14 is to increase residential
opportunities by stimulating the construction of new multi-family housing and the
rehabilitation of existing vacant and underutilized buildings for multi-family housing
in areas where the City finds there are insufficient residential opportunities; and

WHEREAS, the City Council finds that those areas within the City designated as urban
center villages, hub urban villages or residential urban villages in the Land Use

Element of the City’s Comprehensive Plan satisfy the requirements of an “urban
center” as defined under RCW 84.14.010(1); and

WHEREAS, the Comprehensive Plan anticipates certain levels of new housing production
within designated urban village neighborhoods, and certain neighborhoods have
experienced minimal housing development, particularly relative to the
Comprehensive Plan growth estimates; and

WHEREAS, the City finds that the areas designated as residential targeted areas in this
Ordinance are each located within an urban village as defined in this ordinance, that
each area lacks sufficient available, desirable and convenient residential housing to
meet the needs of the public who would be likely to live in such area if desirable,
attractive and livable residences were available; and that the property tax exemption
program implemented by this Ordinance will encourage increased residential
opportunities within the City and stimulate the construction of new multifamily
housing and the rehabilitation of existing vacant and underutilized buildings for
multifamily housing; and

WHEREAS, certain areas within the City lack sufficient housing opportunities to meet the
needs of low and moderate income households who would be likely to live in such
areas if affordable residences were available, and

WHEREAS, it is the City’s intent to preserve and protect buildings, objects, sites, and
neighborhoods with historic, cultural, architectural, engineering or geographic
significance located within the City, as provided in those chapters of the Seattle
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Municipal Code relating to landmarks preservation, landmark districts, historical
districts and special review districts; and the property tax exemption program

established by this ordinance shall support and further the goals and purposes
expressed in those provisions of the Code; and

WHEREAS, it is the City’s goal to preserve, when appropriate, existing multifamily low-
income housing in neighborhoods where such housing now exists, and to use the
property tax exemption program to support and not hinder this goal;

NOW, THEREFORE; BE IT ORDAINED BY THE CITY OF SEATTLE AS
FOLLOWS:

Section 1: A new chapter, Chapter 5.72, to be titled “Multifamily Housing Property Tax
Exemption Ordinance” is hereby added to the Seattle Municipal Code, Title 5, Subtitle II
Taxes, as follows:

2

Section 5.72.010 Purpose
A. The purposes of this chapter are:

1. To encourage more multifamily housing opportunities within the City;

2. To stimulate the construction of new multifamily housing and the
rehabilitation of existing vacant and underutilized buildings for multifamily housing;

3. To increase the supply of multifamily housing opportumtles within the -
City for low and moderate income households;

4. To accomplish the planning goals required under the Growth Management
Act, RCW chapter 36.70A, as implemented by the City’s Comprehensive Plan;

5. To promote community development, affordable housing, and
neighborhood revitalization;

6. To preserve and protect buildings, objects, sites, and neighborhoods with
historic, cultural, architectural, engmeermg or geographic significance located within the
City; and

7. To encourage additional housing in areas that are consistent with planning
for LINK Light Rail by Sound Transit.

B. Any one or a combination of these purposes may be furthered by the designation
of a residential targeted area under this chapter.

Section 5.72.020 Definitions

A. “Affordable” means: (1) for rental housing, that the units shall be rented to
person(s) with household annual income, at the time of each tenant’s initial occupancy, no
greater than the percentage of median income designated in this chapter for the tenant’s
household size; and (2) for owner-occupied housing, that each owner of the property who
occupies the unit after issuance of the final certificate of tax exemp‘uon under this chapter
shall have a household annual income, at the time of each such owner’s initial occupancy of
the unit, no greater than the percentage of median income designated in this chapter for the
owner’s household size adjusted for the presumed family size of the unit as set forth above.
A unit shall not cease to be affordable solely because the household annual income of the
owner of owner-occupied housing, or tenant of rental housing, exceeds the annual income
limit set forth in this subsection A after the date of initial occupancy.
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B. “Assessor” means the King County Assessor. -

C. “Director” means the Director of the City’s Office of Housing, or any other City
office, department or agency that shall succeed to its functions with respect to this chapter, or
his or her authorized designee.

D. “Household annual income” means the aggregate annual income of all persoﬁs
over eighteen (18) years of age residing within the same household for a period of at least

-one month.

E. “Median income” means annual median income for the metropolitan statistical
area that includes Seattle, as most recently estimated by the United States Department of
Housing and Urban Development, as adjusted for household size.

F. “Multi-family housing” means a building or townhouse having four or more
dwelling units designed for permanent residential occupancy resulting from new
construction or rehabilitation or conversion of vacant, underutilized, or substandard
buildings.

G. “Owner” means the property owner of record.

H. “Permanent residential occupancy” means multi-family housing that provides
either rental or owner occupancy for a period of at least one month. This excludes hotels
and motels that predominately offer rental accommodation on a daily or weekly basis.

I “Rehabilitation improvements” means (1) modifications to an existing structure
the residential portion of which has been vacant for at least 12 months prior to application
for exemption under this chapter, that are made to achieve a condition of substantial
compliance with the applicable building and construction codes contained in SMC Title 22;
or (2) modifications to an existing occupied residential structure or mixed use structure that
contains occupied residential units, that add at least four multi-family housing units.

J. “Residential targeted area” means an area within an urban village that has been so
designated by the City Council pursuant to this chapter.

K. “Substantial Compliance” means compliance with the applicable building and 7
construction codes contained in SMC Title 22 that is typically required for rehabilitation as
opposed to new construction.

L. “Urban village” as used in this chapter means a neighborhood that: (1) is within
an area designated as either an urban center village, a hub urban village or a residential urban
village in the Land Use Element of the City’s Comprehensive Plan; and (2) meets the
definition of an “urban center” as defined in RCW Section 84.14.010.
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Section 5.72.030 Residential Targeted Areas -- Criteria -- Designation |

A. Following notice and public hearing as prescribed in RCW 84.14.040, the
Council may designate one or more residential targeted areas, upon a finding by the Council
in its sole discretion that the residential targeted area meets the following criteria:

1. The residential targeted area is within an urban village;

2. The residential targeted area lacks sufficient available, desirable and
convenient residential housing to meet the needs of the public who would be likely to live in
the urban village if desirable, attractive and livable residences were available; and

: - 3. Providing additional housing opportunity in the residential targeted area
will assist in achieving one or more of the following purposes:
(a) ~encourage increased residential opportunities within the City; or
(b) stimulate the construction of new affordable multifamily -
housing; and . -
(c) encourage the rehabilitation of existing vacant and underutilized
buildings for multifamily housing.

B. In designating a residential targeted area, the Council may also consider other
factors, including:

1. Whether additional housing in the residential targeted area will attract and
maintain an increase in the number of permanent residents;

2. Whether providing additional housing opportunities for low and moderate
income households would meet the needs of citizens likely to live in the area if affordable
residences were available;

3. Whether an increased permanent residential population in the residential
targeted area will help to achieve the planning goals mandated by the Growth Management
Act under RCW 36.70A, as implemented through the City’s Comprehensive Plan;

4. Whether encouraging additional housing in the residential targeted area is
consistent with plans for LINK Light Rail by Sound Transit; or

5. Whether additional housing may contribute to revitalization of a
distressed neighborhood or arca within the City.

C. Atany time the Council may, by ordinance, in its sole discretion, amend or
rescind the designation of a residential targeted area pursuant to the same procedural
requirements as set forth in this chapter for original designation.

D. The following areas, as shown in the attached Attachments 1 through 9, are
designated as residential targeted areas under this chapter:

Martin Luther King Jr. Way South at South Holly Street

Pioneer Square
International District

_2_3_5i Avenue South at South Jackson
Westlake (Denny Triangle)
South Park
Columbia City
Rainier Avenue South 1-90
Pike/Pine
E. If a part of any legal lot is within a residential targeted area as shown in
Attachments 1 through 9, then the entire Iot shall be deemed to lie within such residential
targeted area.
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Section 5.72.040 Project Eligibility

To be eligible for exemption from property taxation under this chapter, the property
must satisfy all of the following requirements:

A. The property must be located in a residential targeted area.

B. The project must be multi-family housing consisting of at least four dwelling
units within a residential structure or as part of a mixed use development in which at least
fifty percent of the space within such residential structure or mixed use development is
intended for permanent residential occupancy.

C. For new construction, a minimum of four new dwelling units must be created; for
rehabilitation or conversion of existing occupied structures, a minimum of four additional
dwelling units must be added.

D. For rehabilitation or conversion of an existing vacant building, the residential
portion of the building shall have been vacant for at least twelve (12) months before
application for a conditional exemption, and the rehabilitation improvements shall achieve a
condition of substantial compliance with the applicable building and construction codes
contained in SMC Title 22.

E. For rehabilitation or conversion of existing occupied structures, there shall be no
“displacement” of existing residential tenants, as such term is defined in Section
22.210.030(E) of the Seattle Municipal Code;

F. For new construction projects where an existing rental housing structure that
contained four or more occupied dwelling units was demolished on the site of the new
project within 12 months prior to application for exemption under this chapter, the owner
shall agree, on terms and conditions satisfactory to the Director, to replace any units within
such structure that were rented to tenants who receive a tenant relocation assistance payment
under SMC Ch. 22.210, subject to the following requirements:

(1) For the first ten calendar years of operation of the replacement units, the
replacement units shall be affordable at or below 50% of median income.

(2) Replacement may be accomplished either as part of the new construction
for which application for exemption is made under this chapter, or through the new
construction of additional multiple-unit housing at another location, or through the

substantial rehabilitation of vacant multiple-unit housing, or through the preservation of

housing that is rented at the time of application to tenants with household annual income at
or below 50% of median income, and that the Director determines would otherwise be
converted to a use other than rental to tenants with such income.

(3) The replacement housing shall be completed, and a temporary or
permanent certificate of occupancy shall be issued, within three years from the date of
approval of the application, provided that the Director may extend the time for completion if
the Director finds that: (i) the failure to complete the replacement housing is due to
circumstances beyond the owner’s control; (ii) the owner has been acting and may
reasonably be expected to continue to act'in good faith and with due diligence; and (iii) the
replacement housing will be completed within a reasonable time.

(4) Projects where the existing rental housing structure was demohshed
before the effective date of this Chapter 5.72, are not subject to the requxrements of this
subsection.

G. In the following residential targeted areas, at least 25% of the units in the project
shall be affordable at or below 80% of median income for the first ten calendar years of
operation of the units:

(1) Martin Luther King Jr. Way South @ South Holly Street;
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(2) Pioneer Square;
(3) International District;
-(4) 23rd Avenue South @ South Jackson;
(5) Westlake (Denny Triangle);
(6) South Park;
(7) Columbia City; and
(8) Rainier Avenue South @ I-90.

H. In the following residential targeted areas, at least 40% of the units in the project
shall be affordable at or below 60% of median income for the first ten calendar years of
operation of the units:

(1) Pike/Pine.

I. If the percentage of the number of affordable units in the project required under
subsections (G) and (H) of this section is a fraction, then the number of affordable units shall
be rounded up to the next whole number. ,

- J. For owner-occupied projects, the contract with the City required under subsection
5.72.060(A) of this chapter shall identify those units which shall be affordable as required
under subsections (G) and (H) of this section. For those owner-occupied units identified as
affordable, the City shall have and retain, for the life of the exemption granted under this
chapter, a written right of first refusal under terms and conditions approved by the Director,
exercisable in the event owner receives a bona fide offer to buy the property from an owner
whose household income exceeds the affordability limits in subsection 5.72.020(A), giving
the City or its assignee the right to purchase the property on substantially the same terms as
such bona fide offer. Such right of first refusal shall be included within the contract with the
City required under subsection 5.72.060(A) of this chapter.

) K. For new construction of multifamily housing, the applicant shall complete the
design review process under SMC Chapter 23.41, whether or not the project would be
subject to design review under Chapter 23.41 if the owner had not applied for property tax
exemption under this chapter. For projects not subject to mandatory design review under
SMC 23.41.004, the applicant shall complete administrative design review under SMC
23.41.016.

- L. The applicant shall obtain a certificate of approval, permit, or other approval
under SMC Chapter 25.12, Landmarks Preservation Ordinance, SMC Chapter 23.66, Special
Review Districts, or those provisions of SMC Chapter 25.16, Chapter 25.20, Chapter
25.22, Chapter 25.24, or Chapter 25.28, relating to Landmark or Historical Districts, if such
certificate of approval, permit or other approval is required under those chapters. Such
certificate of approval, permit or other approval shall satisfy the requirement under
subsection J of this section that the applicant complete design review under SMC Chapter
23.41.

M. The project must comply with all applicable zoning requirements, land use
regulations, and building and housing code requirements contained in SMC Title 22 and

Title 23 at the time of new construction, rehabilitation or conversion.

N. For the duration of the exemption granted under this chapter, the property shall
have no violations of applicable zoning requirements, land use regulations, and building and
housing code requirements contained in SMC Title 22 and Title 23 for which the

- Department of Construction and Land Use shall have issued a notice of violation that is not

resolved by a certificate of compliance, certificate of release, or withdrawal within the time
period for compliance provided in such notice of violation and any extension of the time
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period for compliance granted by the Director of the Department of Construction and Land
Use.

O. New construction multifamily housing and rehabilitation improvements must be
scheduled to be completed within three years from the date of approval of the application.

Section 5.72.050 Applicaﬁon Procedure -~ Fee

A. The owner of property applying for exemption under this chapter shall submit an
application to the Director, on a form established by the Director. The owner shall verify the
application by oath or affirmation. The application shall contain such information as the
Director may deem necessary or useful, and shall include:

1. A brief written description of the project and preliminary schematic site
and floor plans of the multifamily units and the structure(s) in which they are proposed to be
located;

2. A statement from the owner acknowledging the potential tax liability
when the property ceases to be eligible for exemption under this chapter; and

3. Information describing how the applicant shall comply with the
affordability requirements in Subsection 5.72.040(G) and (H) of this chapter; and

4. In the case of rehabilitation of an existing vacant structure under Section
5.72.020(I)(1), verification from the Department of Construction and Land Use of non-
compliance with applicable building and housing codes as required under 5.72.020(I)(1),
and an affidavit from the owner verifying that the existing dwelling units have been vacant
for a period of 12 months prior to filing the application.

B. At the time of initial application under this Section, the applicant shall pay to the
City an initial application foe of $500.00. If the City denies the application, the City will
retain that portion of the fee attributable to its own actual administrative costs and refund the
balance, if any, to the applicant.

' C. The Director shall notify the applicant within twenty-eight (28) days of the
application being filed if the Director determines that an application is not complete and
shall identify what additional information is required before the application will be
complete. Within twenty-eight (28) days of receiving additional information, the Director
shall notify the applicant in writing if the Director determines that the application is still not
complete, and what additional information is necessary. An application shall be deemed to
be complete if the Director does not notify the applicant in writing by the deadlines in this
section that the application is incomplete; however, a determination of completeness does
not preclude the Director from requiring additional information during the review process if
more information is needed to evaluate the application according to the criteria in this
chapter.

D. Except as otherwise provided in subsection E of this section, the application shall
be submitted any time before the earlier of (i) an application for a master use permit or other
land use permit under SMC Title 23, and (ii) an application for a building or other
construction permit under SMC Title 22. ,

E. If, on the effective date of this Chapter 5.72, the applicant has applied for a permit
identified in subsection D of this section, then application for exemption under this section
may be submitted any time prior to issuance of a building permit; provided that, for new
construction, the applicant shall have completed, or be in the process of completing, design
review or administrative design review as required under Section 5.72.040(K), or shall have
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obtalned a certificate of approval, per[mt or other approval as provided under Section
5.72.040(L).

Section 5.72.060 Application Review -~ Issuance of Conditional Certificate --
Denial -- Appeal

A. The Director shall approve or deny an application under this chapter. If the
application is approved, the applicant shall enter into a contract with the City, subject to
approval by resolution of the City Council; regarding the terms and conditions of the project
and eligibility for exemption under this chapter. The City Council’s resolution to approve
the applicant’s contract with the City shall take place within 90 days of the Director’s
receipt of the completed application. Upon Council approval of the contract, the Director
shall execute the contract as approved by the City Council, and the Director shall issue a
conditional certificate of acceptance of tax exemption. The conditional certificate shall
expire three (3) years from the date of approval unless an extension is granted as provided in
this chapter.

C. If the application is denied, the Director shall state in writing the reasons for the
denial and send notice of denial to the applicant’s last known address within ten days of the
denial.

D. An applicant may appeal the Director’s denial of the application to the City
Council within thirty (30) days of receipt of the denial. The appeal before the City Council
will be based upon the record before the Director, and the Director’s decision will be upheld
unless the applicant can show that there is no substantial evidence on the record to support
the Director’s decision. The City Council’s decision on appeal is final.

Section 5.72.070 Extension of Conditional Certificate

The Conditional Certificate may be extended by the Director for a period not to
exceed 24 consecutive months. The applicant shall submit a written request stating the
grounds for the extension together with a fee of $150.00 for the City’s administrative cost to
process the request. The Director may grant an extension if the Director determines that:

A. The anticipated failure to complete construction or rehabilitation within the
required time period is due to circumstances beyond the control of the owner; and

B. The owner has been acting and could reasonably be expected to continue to act in
good faith and with due diligence; and

C. All the conditions of the original contract between the applicant and the City will °
be satisfied upon completion of the project.

Section 5.72.080 Final Certificate -- Application -- Issuance -- Denial and Appeal

A. Upon completion of the rehabilitation improvements or new construction as
provided in the contract between the applicant and the City, and upon issuance of a
temporary certificate of occupancy, or a permanent certificate of occupancy if no temporary
certificate is issued, the applicant may request a Final Certificate of Tax Exemption. The
applicant shall file with the Director such information as the Director may deem necessary or
useful to evaluate eligibility for the Final Certificate, and shall include:

1. A statement of expenditures made with respect to each multi- family
housing unit and the total expenditures made with respect to the entire property;
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2. A description of the completed work and a statement of qualification for
the exemption;

3. A statement that the work was completed within the required three-year
period or any approved extension; and

4. Information on the applicant’ 3 compliance with the affordability
reqmrements in Subsection 5.72.040(G) and (H).

B. At the time of application for Final Certificate under this section, the apphcant
shall pay to the City a fee of $150.00 to cover the Assessor’s administrative costs. If the
Director approves the application, the City will forward the fee for the Assessor’s
administrative costs to the Assessor. If the Director denies the application, the City will
refund the fee for the Assessor’s administrative costs to the applicant.

C. Within 30 days of receipt of all materials required for a Final Certificate, the
Director shall determine whether the completed work is consistent with the contract between
the City and owner and is qualified for exemption under this chapter, and which specific
improvements satisfy the requirements of this chapter.

D. If the Director determines that the project has been completed in accordance with
the contract between the applicant and the City and the requirements of this chapter, the City
shall file a Final Certificate of Tax Exemption with the Assessor within 10 days of the
expiration of the thirty-day period provided under subsection C of this section.

E. The Director is authorized to cause to be recorded, or to require the applicant or
owner to record, in the real property records of the King County Department of Records and
Elections, the contract with the City required under subsection 5.72.060(A) of this chapter,
or such other document(s) as will identify such terms and conditions of eligibility for
exemption under this chapter as the Director deems appropriate for recording, including
requirements under this chapter relating to affordability of units.

F. The Director shall notify the applicant in writing that the City will not file a Final
Certificate if the Director determines that the project was not completed within the required

three-year period or any approved extension, or was not completed in accordance with the

contract between the applicant and the City and the requirements of this chapter,

G. The applicant may file an appeal of the Director’s decision that a Final
Certificate will not be issued to the King County Superior Court within thirty (30) days of
receiving notice of that decision.

Section 5.72.090 Exemption ~- Duration -- Limits

A. The value of new housing construction and rehabilitation improvements
qualifying under this chapter will be exempt from ad valorem property taxation for ten (10)
successive years as provided in RCW 84.14.020(1).

B. The exemption does not apply to the value of land or to the value of
improvements not qualifying under this chapter, nor does the exemption apply to increases
in assessed valuation of land and non-qualifying improvements, or to increases made by
lawful order of the King County Board of Equalization, the Washington State Department of
Revenue, State Board of Tax Appeals, or King County, to a class of property throughout the
county or a specific area of the county to achieve uniformity of assessment or appraisal as
required by law. In the case of rehabilitation of existing buildings, the exemption does not
include the value of improvements constructed prior to submission of the completed
application required under this chapter.
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Section 5.72.100 Annual Certification

A. Within 30 days after the first anniversary of the date the City filed the Final
Certificate of Tax Exemption and each year thereafter, for a period of 10 years, the property
owner shall file a certification with the Director, verified upon oath or affirmation, which
shall contain such information as the Director may deem necessary or useful, and shall
include the following information:

1. A statement of occupancy and vacancy of the multi-family units during
the previous year; ' :

2. A certification that the property has not changed use since the date of
filing of the Final Certificate of Tax Exemption, and continues to be in compliance with the
contract with the City and the requirements of this chapter;

- 3. A description of any improvements or changes to the property made after
the filing of the Final Certificate or last declaration, as applicable; and

4. Information demonstrating the owner’s compliance with the affordability
requirements of Subsections 5.72.040(G) and (H).

B. Failure to submit the annual declaration may result in cancellation of the tax
exemption.

“Section 5.72.110 Cancellation of Tax Exemption -~ Appeal

A. If at any time the Director determines that the property no longer complies with
the terms of the contract or with the requirements of this chapter, or for any reason no longer
qualifies for the tax exemption, the tax exemption shall be canceled and additional taxes,
interest and penalty imposed pursuant to State law.

B. If the owner intends to convert the multi-family housing to another use, the
owner must notify the Director and the King County Assessor within 60 days of the change
in use. Upon such change in use, the tax exemption shall be canceled and additional taxes,
interest and penalty imposed pursuant to State law,

C. Upon determining that a tax exemption shall be canceled, the Director, on behalf
of the City Council, shall notify the property owner by certified mail, return receipt
requested. The property owner may appeal the determination by filing a notice of appeal
with the City Clerk within 30 days, specifying the factual and legal basis for the appeal. The
Hearing Examiner will conduct a hearing pursuant to SMC 3.02.090 at which all affected
parties may be heard and all competent evidence received. The Hearing Examiner will
affirm, modify, or repeal the decision to cancel the exemption based on the evidence
recetved. The Hearing Examiner shall give substantial weight to the Director’s decision and
the burden of overcoming that weight shall be upon the appellant. An aggrieved party may
appeal the Hearing Examiner's decision to the King County Superior Court as provided in
RCW 34.05.510 through 34.05.598.

Section 5.72.120 Expiration of Program
The prbgram established by this chapter shall expire four (4) years after the effective
date of this ordinance, unless extended by the City Council by ordinance. Upon expiration,

no further applications for a conditional certificate of tax exemption shall be accepted.
Incomplete applications shall be returned to the applicant. Pending complete applications

10
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for a conditional certificate, extension of conditional certificate and final certificate shall be
processed as provided in this chapter.

Section 2. Annually, beginning in 1999, a committee composed of the Directors, or their
designees, of the Office of Housing, the Strategic Planning Office, the Department of

~ Construction and Land Use, City Budget Office and Council Central staff, or such City-

departments or agencies that shall succeed to their functions with respect to this chapter,
shall review the program established by this ordinance and provide a report to the City
Council outlining development activity, types and numbers of units produced and their

_ locations, rent and sales prices, information regarding the number of low and moderate

income households benefiting from the program, tax implications of the program, and other
appropriate factors. These reports may include recommendations on whether any
neighborhoods should be added or removed, whether affordability limits should be changed
in certain areas, and will analyze any issues related to the use of the program for
homeownership units. In 2002, the committee shall review and report to the City Council
regarding the effectiveness of the program during its first three years of operation. Such
review shall include costs and benefits of the program, an assessment of the affordability
limits, and may include recommended program modifications.

Section 3.  Section 3.02.125, Hearing Examiner filing fees, which was last amended by
Ordinance 116594 is hereby amended at subsection A to add a hearing examiner fee for
appeal of cancellation of Property Tax Exemption, as follows:

SMC 3.02.125 Hearing Examiner filing fees.
A. Filing fees for hearings before the City Hearing Examiner are as follows
Basis for hearing Fee
L

Property Tax Exemption, cancellation of exemption (ch. 5.72) $50.00

Section 4. The Multifamily Housing Property Tax Exemption Ordinance is declared to be
severable. If any section, subsection, paragraph, clause or other portion of any part is for
any reason held to be invalid or unconstitutional by any court of competent jurisdiction, such
invalidity or unconstitutionality shall not affect the validity or constitutionality of the
remaining portions of the Multifamiy Housing Property Tax Exemption program. If any
section, subsection, paragraph, clause or any portion of any part is adjudged invalid or
unconstitutional as applied to a particular project or property, the application of such portion
to other projects or properties shall not be affected. '
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Section 5. This ordinance shall take effect and be in force thirty (30) days from and after its
approval by the Mayor, but if not approved and returned by the Mayor within ten (10} days
after presentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the City Council the 3& day of Wpwermpesr 1998, and signed by
me in open session in authentication of ifs-passage this Oﬁ’ day of DN esjemipel 1998.

Approved by me this Md ,
iy

Pdul Schell, Ma}‘;or
Filed by me this Q né day of A

(SEAL)
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Legislation Fiscal Note

Each piece of legisiation that is financial in nature will be accompanied by a fiscal note.
The fiscal note should be drafted by department staff and will identify operating, capital,
revenue, and FTE impacts of the legislation. ' r

Department: [ Contact Person/Phone: | CBO Analyst/Phone:

DHHS and SPO Julie Nelson/684-0510 Pascal St. Gerard/684-
- | Theresa Cherniak/684- 8085
8573

Legislation Title:  Multifamily Tax Abatement Progfam
“AN ORDINANCE relating to the development of mutlti-family housing; creating a new

Chapter 5.72 of the Seattle Municipal Code in Title 5 - Taxation and Revenue, Subtitle i |

- Taxes, implementing RCW Chapter 84.14 {o provide for exemption from ad valorem

property taxation for qualifying multi-family housing in designated residential target

areas within the City and designating certain areas as residential targeted areas; and

amending Seattle Municipal Code Section 3.02.125. relating to Hearing Examiner fees.”

Summary of the Legislation: This legislation allows for an abatement of property
taxes on improvements for a period of ten years for new or rehabilitated multi- family

development that adds four or more units within designated target neighborhoods.

Neighborhoods proposed to be included in the program are: Columbia City, 23™ at Jackson,

MLK at Holly, Pioneer Square, the international District, Rainier at 1-90, Denny Triangle/

Westlake,and South Park. The DHHS will administer the program.

Background {Include justification for the legisiation
and funding history, if applicable):
State Law allows cities over 100,000 population to adopt a limited property tax abatement within

specified areas in order to encourage the production of additional multifamily housing. Certain

neighborhoods within the city where there is both development capacity and neighborhood desire

for additional housing opportunities, have experienced minimal development over the last eight

years. The Executive’s proposal is to encourage new housing construction in these areas - both

to increase the supply of housing and to assist in community revitalization efforts.

Sustainability Issues (related to grant awards): NA




Estimated Expenditure Impacts:

FUND 1998 1999 2000

N/A

TOTAL

One-time $§ NA On-going $ NA

Estimated Revenue Impacts:

FUND 1998 1999 2000
General Fund {Property Taxes) 0 0 $93,000
TOTAL
One-time $ NA On-going $ will vary by year (See beiow)

Estimated FTE Impacts:

FUND 1998 1999 2000
Expected to be assumed by existing
staff
TOTAL
# Full Time NA # Part Time __NA #TES __NA

Do positions sunset in the future? If so, when?
CN/A

Other Issues (including long-term implications of the legislation):
it is uncertain how many projects will take advantage of this tax abatement incentive. The

abatement is effective the second year after construction, and runs for 10 years, The program is

set to sunset after 4 years unless Council approves extension. CBO staff have estimated that if

350units per year for four years (or 1,400 units) are granted the abatement, the program could

potentially result in foregone revenue as shown in the table below. This assumes an average

improvement value of $85,000 per unit. it is likely, however, that a portion of this would be shifted

to other City taxpayers and not lost to the City.




POTENTIAL REVENUE IMPACTS TO THE CITY FROM TAX ABATEMENT PROGRAM

Potential

foregone ’
Year revenue* Units added _ Total units
2000 $93,000 350 units 350
2001 $192,000 +350 units 700
2002 - $297,000 +350 units 1,050
2003 $408,000 +350 units 1,400
2004 $432,000 1,400
2005 $458,000 1,400
2006 $486,000 1,400
2007 $515,000 1,400
2008 $546,000 1,400
2008 $579,000 1,400
2010 $446,000 - 350 units 1,050
2011 $306,000 - 35C units 700
2012 $158,000 - 350 units 350
2013 30 - 350 units 4]
TOTAL $4,917,000

NOTES

*In 1998 dollars

**These figures are estimates. Over this fourteen year period, tax rates are likely to vary depending on
approvat of new levies and expiration of earlier levies.
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@ City of Seattle

Paul Scheil. Mavor

Seattle Planning Commission
Marty Curry, Executive Director

 July 23, 1998

Lizanne Lyons, Director

City of Seattle Strategic Planning Office
600 Fourth Avenue, Suite 300

Seattle, WA 98104

Ven Knox, Director

City of Seattle Department of Housing and Human Services
618 Second Avenue, Suite 600

Seattle, WA 98104

Dear Ms. Lyons and Iv%/w

The Planning Commission Affordable Housing Committee reviewed the Executive’s
Recommended Multi-Family Tax Abatement Program at their July 8 meeting and want to offer
several comments regarding this initiative.

1. We believe that the tax abatement program is best suited to be & production tool, focusing
on the stimulation of housing production in areas where disinvestment or less than desired
investment in housing is occurring. The initial target neighborhoods should those where
the tax abatement will make the market rate housing more feasible (e.g. in the Central
Area and Southeast Seattle).

Don’t confuse the tool with too many goals; keep its purpose simple and straightforward.
If the City also desires to explore this as a tool for creating below-market rate housing in
strong market areas, it should identify 1 - 2 specific areas where a separate pilot pro_gect
could be initiated. However, it should be clearly separate from this program for increasing
general housing production. Other rules and incentives may be needed for this as well.

2. Analysis on the program’s effectiveness should have a long term focus. It is obvious that

tax-abatement will result in 2 loss of tax revenues for a period from projects that are built.

'If no projects are built, the ten year results will be the same; however the longer term
results will be considerably different. The relevant questions for the City are: how much
tax revenue is lost relative to developmem that would occur without tax abatement and
what is the expected tax revenue gain at the end of the 10 year abatement period.
Therefore the projects should use at least a 20 year evaluation. Not taking the longer term
for evaluation merely because it is difficult leads to an erroneous conclusion of tax
consequences and effectiveness. '

@

Seattle Municipal Building, 600 Fourth Avenue, Suite 300, Seattle, WA 98104-1826
Tel: (206) 684-0433, TDD: (206) 684-8118, Fax: (206) 233-0085
An equal employment opportunity, affirmative action employer. Accommodations for peopie with disabilities provided upon request.



Seattle Planning Commission
July 23, 1998
Page 2

3. Diesign review is criticaf 1o all projects developed through the tax abatement program.
They need to be exemplary projects that are designed well and are seen 25 an asset to the
community. The program would be undermined if such developments are poorly matched
to the site and neighborhood. As several Commissioners noted, even small projects can be
ugly, so make sure that design review is tied to the abatement program not just the land

- use code.

4. The City must build into this pilot program excellent data collection/documentation and
evaluation 10 assess the value and effectiveness of this tool. The Commission supports the
proposal’s inclusion of this evaluation and urges that it be funded 25 an integral past of the

Program.

We appreciate the work that has gone into developing this tool and encourage the City to move
forward with it afier completing the public review process.

Sincerely,
7 , /
il (Lot ey sy
Christi Clark, Co-Chair  p=— ; Chuck Weinstock, Co-Chair o

Affordable Housing Committee Affordable Housing Commities

e
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City of Seatti;

Puaui Scheli, Mayor

Seattle Planning Commission
Marty Curry, Executive Director

August 25, 1998

Councilmember Peter Steinbrueck, Chair

Housing, Human Services and Civil Rights Committee
Seattle City Council

Seattle, WA 98104

Dear Councilmember Steinbrueck:

The Planning Commission is pleased to submit this letter supporting the Multi-Family Tax Abatement
proposal that is being considered for City Council approval. As we noted in our attached letter to SPO and
DHHS on the Executive’s Recommendation, this program is most effective in encouraging more housing
production in areas where housing development is not occurring and plays a smaller role in the creation of

~ affordable housing throughout the community.

The Commission reiterates its support for a strong design review component to the participating projects and
to assure that reduced quality of buildings is not an unintended consequence of the program.. We also
strongly wrge the City to commit to documenting and evaluating the program to determine whether the
program is producing the intended outcome and at what point sufficient new housing has been developed so
that the tool is no longer needed..

This final package has been strengthened by expanding the number of neighborhoods where the tax
abatement can be used. We support the introduction of affordability limit in certain of the target areas where
high end market rate housing could to be developed, thus preventing any “windfall” gain.

The Multi-family Tax Abatement program should be viewed as one tool in a larger set of measures that

~ contribute to the production of more housing, and to the extent possible o encouraging the development of
more affordable market rate housing. We appreciate the Council’s recognition of the need to move forward
with specific actions such as this while secking to develop a broader strategic framework that will guide how
the City focuses it energy and resources on affordable housing needs in our community.

The Planning Commission looks forward to continuing to work with the Council and the Executive in
achieving our vision of a community that can provide adequate housing choices for people of all income
levels.

Sincerely,
Christi Clark, Co-Chair "™ Chuck Weinstock, Co-Chair e
Affordable Housing Committee , Affordable Housing Committee
cc: City Councilmembers Ven Knox, DHHS
- Lizanoe Lyons, SPO Denna Cline, Mayor’s Office

®

Seattle Municipal Building, 600 Fourth Avenue, Suite 300, Seattle, WA 98104-1826
Tel: (206) 684-0433, TDD: (206) 684-8118, Fax: (206) 233-0085
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.



City of Seattle

Puul Schell. Mavor |

Seattle Planning Commission
Marty Curry, Executive Director

July 23, 1998

Lizanne Lyons, Director

City of Seattle Strategic Planning Office
600 Fourth Avenue, Suite 300

Seattle, WA 98104

Ven Knox, Director

City of Seattle Department of Housing and Human Services
618 Second Avenue, Suite 600

Seattle, WA 98104

Dear Ms. Lyons and Mg %oLx/f

The Planning Commission Affordable Housing Committee reviewed the Executive’s
Recommended Multi-Family Tax Abatement Program at their July 8 meeting and want to offer
several comments regarding this initiative,

1. We believe that the tax abatement program is best suited to be a production tool, focusing
on the stimulation of housing production in areas where disinvestment or less than desired
investment in housing is occurring. The initial target neighborhoods should those where
the tax abatement will make the market rate housing more feasible (e.g. in the Central
Area and Southeast Seattle).

Don’t confuse the tool with too many goals; keep its purpose simple and straightforward.
If the City also desires to explore this as & tool for creating below-market rate housing in
strong market areas, it should identify 1 - 2 specific areas where a separate pilot project
could be initiated. However, it should be clearly separate from this program for increasing
general housing production. Other rules and incentives may be needed for this as well.

2. Analysis on the program’s effectiveness should have a long term focus. It is obvious that

tax-abatement will result in a loss of tax revenues for a period from projects that are built.
"If no projects are built, the ten year resuits will be the same; however the longer term

results will be considerably different. The relevant questions for the City are: how much
tax revenue is lost relative to development that would occur without tax abatement and
what is the expected tax revenue gain at the end of the 10 year abatement period.
Therefore the projects should use at least a 20 year evaluation. Not taking the longer term
for evaluation merely because it is difficult leads to an erroneous conclusion of tax
consequences and effectiveness.

@

Seattle Municipal Building, 600 Fourth Avenue, Suite 300, Seattle, WA 98104-1826
Tel: (206) 684-0433, TDD: (206) 684-8118, Fax: (206) 233-0085
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.



Seaitle Planming Commission
July 23, 1998
Page 2

3. Design review is critical to all projects developed through the tax abatement program.
They need to be exemplary projects that are designed well and are seen as an asset to the
community. The program would be undermined if such developments are poorly matched
to the site and neighborhood. As several Commissioners noted, even small projects can be
ugly, so make sure that design review is tied to the abatement program not just the land

- use code.

4, The City nust build into this pilot program excellent data collection/documentation and
evaluation to assess the value and effectiveness of this tool. The Commission supports the
proposal’s inclusion of this evaluation and urges that it be funded as an integral part of the
program.

We appreciate the work that has gone into developing this tool and encourage the City to move
forward with it after completing the public review process.

Sincerely,
. )
At Lt Wik Jpanstres__
Christi Clark, Co-Chair r—— Chuck Weinstock, Co-Chair -

Affordable Housing Committee Affordable Housing Committee
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From: Theresa Cherniak

To: Witter, Lisa
Date: 8/18/98 10:50am
Subject: Ordinance Title

Here is the title for the tax abatement ordinance. If it is ok, please
forward on to Margaret Carter for publication as title only. Thanks! Will
get you the actual ordinance by Wed afternocon. Theresa

AN ORDINANCE relating to the development of multi-family housing; creating a
new Chapter 5.72 of the Seattle Municipal Code in Title 5 - Taxation and
Revenue, Subtitle II - Taxes, implementing RCW Chapter 84.14 to provide for
exemption from ad valorem property taxation for qualifying multi-family
housing in designated residential target areas within the City and designating
certain areas as residential targeted areas; and amending Seattle Municipal
Code Section 3.02.125 relating to Hearing Examiner fees.

CC: ratzliff, traci




From: - Lisa Witter

To: CLERK .MCARTER
Date: 8/18/98 11:03am
Subject: Ordinance Title —~-Forwarded

Title only referral to 8/26/98 Housing, Human Services, and Civil Rights
Committee.

Thanks!

Lisa
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ORDINANCE

AN ORDINANCE relating to the development of multi-family housing; creating a new
Chapter 5.72 of the Seattle Municipal Code in Title 5 - Taxation and Revenue,
Subtitle I - Taxes, implementing RCW Chapter 84.14 to provide for exemption from
ad valorem property taxation for qualifying multi-family housing in designated
residential target areas within the City and designating certain areas as residential
targeted areas; and amending Seattle Municipal Code Section 3.02.125 relating to
Hearing Examiner fees.

WHEREAS, Washington state law, RCW Chapter 84.14, adopted by the legislature in 1995,
provides for the exemption from ad valorem property taxation for the value of
eligible improvements associated with qualifying multi-unit housing located in
residential target areas and authorizes the City to adopt necessary procedures to
implement the State law; and

WHEREAS, the stated purpose of RCW Chapter 84.14 is to increase residential
opportunities by stimulating the construction of new multi-family housing and the
rehabilitation of existing vacant and underutilized buildings for multi-family housing
in areas where the City finds there are insufficient residential opportunities; and

WHEREAS, the City Council finds that those areas within the City designated as urban
center villages, hub urban villages or residential urban villages in the Land Use

Element of the City’s Comprehensive Plan satisfy the requirements of an “urban
center” as defined under RCW 84,14.010(1); and

WHEREAS, the Comprehensive Plan anticipates certain levels of development within
designated urban village neighborhoods, and certain neighborhoods have
experienced minimal development, particularly relative to the Comprehensive Plan
growth estimates; and

WHEREAS, the City finds that the arcas designated as residential targeted areas in this
Ordinance are each located within an urban village as defined in this ordinance, that
cach area lacks sufficient available, desirable and convenient residential housing to
meet the needs of the public who would be likely to live in such area if desirable,
attractive and livable residences were available; and that the property tax exemption
program implemented by this Ordinance will encourage increased residential
opportunities within the City and stimulate the construction of new multifamily
housing and the rehabilitation of existing vacant and underutilized buildings for
multifamily housing; and
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WHEREAS, it is the City’s intent to preserve and protect buildings, objects, sites, and
neighborhoods with historic, cultural, architectural, engineering or geographic
significance located within the City, as provided in those chapters of the Seattle
Municipal Code relating to landmarks preservation, landmark districts, historical
districts and special review districts; and the property tax exemption program
established by this ordinance shall support and further the goals and purposes
expressed in those provisions of the Code; NOW THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1: A new chapter, Chapter 5.72, to be titled “Multifamily Housing Property Tax
Exemption Ordinance” is hereby added to the Seattle Municipal Code, Title 5, Subtitle 11,
Taxes, as follows: ‘

Section 5.72.016 Purpose
A. The purposes of this chapter are:

1. To encourage more multifamily housing opportunities within the City;

2. To stimulate the construction of new multifamily housing and the
rehabilitation of existing vacant and underutilized buildings for multifamily housing;

3. To accomplish the planning goals required under the Growth Management
Act, RCW chapter 36.70A, as implemented by the City’s Comprehensive Plan;

4. To promote community development, affordable housing, and
neighborhood revitalization;

5. To preserve and protect buildings, objects, sites, and neighborhoods with
historic, cultural, architectural, engineering or geographic significance located within the
City; and v _ _

6. To encourage additional housing in areas that are consistent with planning
for Sound Transit by the Central Puget Sound Regional Transit Authority.

B. Any one or a combination of these purposes may be furthered by the designation
of a residential targeted area under this chapter.

Section 5.72.020  Definitions

“Affordable” means: (1) for rental housing, that the units shall be rented to persons or
households with annual income, at the time of initial occupancy, no greater than eighty
percent (80%) of median income for the tenant’s household size, at monthly rent, for the
duration of the tenancy, no higher than one-twelfth of thirty-five percent (35%) of
eighty percent (80%) of median income adjusted for the presumed family size of the
unit; and (2) for owner-occupied housing, that the first owner occupying the unit after
issuance of the final certificate of tax exemption under this chapter shall have an annual -
income, at the time such owner becomes contractually obligated or entitled to purchase

- the unit, no greater than eighty percent (80%) of median income for the owner’s
household size, and the monthly housing payment, at the time such owner becomes
contractually obligated or entitled to purchase the unit, shall be no higher than one-
twelfth of thirty-five percent (35%) of eighty percent (80%) of median income adjusted

2
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8/19/98
1 for the presumed family size of the unit as set forth above. A unit shall not cease to be
2 affordable solely because the income of the owner of owner-occupied housing, or tenant
3 of rental housing, exceeds the annual income limit set forth in this subsection A after the
4 ~ date of initial occupancy.
5
6 A. “Assessor” means the King County Assessor.
7 .
8 B. “Director”, means the Director of the City’s Department
9 Services or his or her authorized designee.
11 C. “Median income” means annual median income for the Seattle Hverett Metropolitan
12 Area, adjusted for household size, as most recently estimated by the United States
13 Department of Housing and Urban Development.
14 : :
156 D. “Monthly housing payment” means all amounts paid directly or indirectly for the use or
16 occupancy of a unit and of common areas of the project, including principal and interest
17 payments on a loan or real estate contract for purchase of the unit, condominium
18 association dues, maintenance fees, assessments, real estate taxes and mortgage
19 insurance. '
20 |
21 E. “Multi-family housing” means a building or townhouse having four or more dwelling
22 units designed for permanent residential occupancy resulting from new construction or
23 rehabilitation or conversion of vacant, underutilized, or substandard buildings.
24
25 F. “Owner” means the property owner of record.
26 :
27 G. “Permanent residential occupancy” means multi-family housing that provides either
28 rental or owner occupancy for a period of at least one month. This excludes hotels and
29 motels that predominately offer rental accommodation on a daily or weekly basis.
30
31 H. “Rehabilitation improvements” means (1) modifications to an existing structure that is
32 vacant for at least 12 months prior to application for exemption under this chapter, that
33 are made to achieve a condition of substantial compliance with the applicable building
34 - and construction codes contained in SMC Title 22; or (2) modifications to an existing
35 occupied structure that add at least four multi-family housing units to the existing
36 structure.
37 |
38 I “Rent” means all amounts paid directly or indirectly for the use or occupancy of a unit
39 and of common areas, if any.
40 - '
41 J. “Residential targeted area” means an area within an urban village that has been so
42 designated by the City Council pursuant to this chapter.
43 '
44 K. “Substantial Compliance” means compliance with the applicable building and
45 construction codes contained in SMC Title 22 that is typically required for rehabilitation
46 as opposed to new construction.
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L. “Urban village” as used in this chapter means a neighborhood that: (1) is within an area
designated as either an urban center village, a hub urban village or a residential urban
village in the Land Use Element of the City’s Comprehensive Plan; and (2) meets the
definition of an “urban center” as defined in RCW Section 84.14.010.

Section 5.72.030 Residential Targeted Areas - Criteria -- Designation

A. Following notice and public hearing as prescribed in RCW 84.14.040, the
Council may designate one or more residential targeted areas, upon a finding by the Council
in its sole discretion that the residential targeted area meets the following criteria:

1. The residential targeted area is within an urban village;

2. The residential targeted area lacks sufficient available, desirable and.
convenient residential housing to meets the needs of the public who would be likely to live
in the urban village if desirable, attractive and livable residences were available; and

3. Providing additional housing opportunity in the residential targeted area
will assist in achieving one or more of the following purposes:

(a) encourage increased residential opportunities within the City; or
(b) stimulate the construction of new multifamily housing and the
rehabilitation of existing vacant and underutilized buildings for multifamily housing.

B. In designating a residential targeted area, the Council may also consider other
factors, including: ,

1. Whether additional housing in the residential targeted area will attract and
maintain an increase in the number of permanent residents;

2. Whether an increased permanent residential population in the residential
targeted area will help to achieve the planning goals mandated by the Growth Management
Act under RCW 36.70A, as implemented through the City’s Comprehensive Plan;

3. Whether encouraging additional housing in the residential targeted area is
consistent with plans for Sound Transit by the Central Puget Sound Reglonal Transit
Authority; or

4. Whether additional housing may contribute to revitalization of a
distressed neighborhood or area within the City.

C. At any time the Council may, by ordinance, in its sole discretion, amend or
rescind the designation of a residential targeted area pursuant to the same procedural
requirements as set forth in this chapter for original designation.

. The following areas, as shown in the attached appendices 1 through 8, are
des1gnated as residential targeted areas under this chapter:

1. Martin Luther King Jr. 'Way South at South Holly Street
Pioneer Square
International District

23" Avenue South at South Jackson
Westlake (Denny Triangle)

South Park

Columbia City

Rainier Avenue South @ I-90

PN
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E. If a part of any legal lot is within a residential targeted area as shown in

~ appendices A through H, then the entire lot shall be deemed to lie within such residential

targeted area.

Section 5.72.040 Project Eligibility
To be eligible for exemption from property taxation under this chapter, the property.
must satisfy all of the following requirements: ‘ :
A.  The property must be focated in a residential targeted area.
B. The project must be multi-family housing consisting of at least four dwelling
units within a residential structure or as part of a mixed use development in which at least

- fifty percent of the space within such residential structure or mixed use development is

intended for permanent residential occupancy. ;

C. For new construction, a minimum of four new dwelling units must be created; for
rehabilitation or conversion of existing occupied structures, a minimum of four additional
dwelling units must be added to existing occupied housing within the structure.

D. For rehabilitation or conversion of an existing vacant building, the building shall

have been vacant for at least twelve (12) months before application for a conditional

exemption, and the rehabilitation improvements shall achieve a condition of substantial
compliance with the applicable building and construction codes contained in SMC Title 22.

E. In the Pioneer Square, International District and Westlake (Denny Triangle)
residential targeted areas, at least 25% of the units in the project shall be affordable units.

F. For new construction of multifamily housing, the applicant shall complete the
design review process under SMC Chapter 23.41; whether or not the project would be
subject to design review under Chapter 23.41 if the owner had not applied for property tax
exemption under this chapter. For projects not subject to mandatory design review under
SMC 23.41.004, the applicant shall complete administrative design review under SMC
23.41.016. , '

G.  The applicant shall obtain a certificate of approval, permit, or other approval
under SMC Chapter 25.12, Landmarks Preservation Ordinance, SMC Chapter 23.66, Special
Review Districts, or those provisions of SMC Chapter 25.16, Chapter 25.20, Chapter
25.22, Chapter 25.24, or Chapter 25.28, relating to Landmark or Historical Districts, if such
certificate of approval, permit or other approval is required under those chapters. Such ’
certificate of approval, permit or other approval shall satisfy the requirement under
subsection F of this section that the applicant complete design review under SMC Chapter
23.41.

H. The project must comply with all applicable zoning requirements, land use
regulations, and building and housing code requirements contained in SMC Title 22 and
Title 23 at the time of new construction, rehabilitation or conversion.

I For the duration of the exemption granted under this chapter, the property shall
have no violations of applicable zoning requirements, land use regulations, and building and
housing code requirements contained in SMC Title 22 and Title 23 for which the
Department of Construction and Land Use shall have issued a notice of violation that is not
resolved by a certificate of compliance, certificate of release, or withdrawal within the time
period for compliance provided in such notice of violation and any extension of the time
period for compliance granted by the Director of the Department of Construction and Land
Use.
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J. New construction multifamily housing and rehabilitation improvements must be
scheduled to be completed within three years from the date of approval of the application.

Section 5.72.050 Application Procedure - Fee

A. The owner of property applying for exemption under this chapter shall submit an

- application to the Director, on a form established by the Director. The owner shall verify the

application by oath or affirmation. The application shall contain such information as the
Director may deem necessary or useful, and shall include:

1. A brief written description of the project and preliminary schematic site
and floor plans of the multifamily units and the structure(s) in which they are proposed to be
located;

2. A statement from the owner acknowledging the potential tax liability
when the property ceases to be eligible for exemption under this chapter; and

3. For projects in the Pioneer Square, International District and Westlake
(Denny Triangle) residential targeted areas, the application will include information
describing how the applicant shall comply with the affordability requirements in Subsection
5.72.040(E) and .020(A) of this chapter. '

4. In the case of rehabilitation of an existing vacant structure under Section
5.72.020(I)(1), verification from the Department of Construction and Land Use of non-
compliance with applicable building and housing codes as required under 5.72.020(1)(1),
and an affidavit from the owner verifying that the existing dwelling units have been vacant
for a period of 12 months prior to filing the application.

B. At the time of initial application under this Section, the applicant shall pay to the

~ City an initial application fee of $500.00. Ifthe City denies the application, the City will

retain that portion of the fee attributable to its own actual administrative costs and refund the
balance, if any, to the applicant.

C. The Director shall notify the applicant within twenty-eight (28) days of the
application being filed if the Director determines that an application is not complete and
shall identify what additional information is required before the application will be
complete. Within twenty-eight (28) days of receiving additional information, the Director
shall notify the applicant in writing if the Director determines than the application is still not
complete, and what additional information is necessary. An application shall be deemed to
be complete if the Director does not notify the applicant in writing by the deadlines in this
section that the application is incomplete; however, a determination of completeness does
not preclude the Director from requiring additional information during the review process if
more information is needed to evaluate the application according to the criteria in this
chapter. .

D. Except as otherwise provided in subsection E of this section, the application shall
be submitted any time before the earlier of (i) an application for a master use permit or other
land use permit under SMC Title 23, and (ii) an application for a building or other
construction permit under SMC Title 22.

E. If, on the effective date of this Chapter 5.72, the applicant has applied for a permit
identified in subsection D of this section, then application for exemption under this section
may be submitted any time prior to issuance of a building permit; provided that, for new

construction, the applicant shall have completed, or be in the process of completing, design

6
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review or administrative design review as required under Section 5.72.040(F), or shall have
obtained a certificate of approval, permit, or other approval as provided under Section
5.72.040(G). ~

Section 5.72.060 Application Review -- Issuance of Conditional Certificate -~
Denial -- Appeal

A. The Director shall approve or deny an application under this chapter within 90
days of receipt of the completed application.

B. If the application is approved, the applicant shall enter into a contract with the
City, subject to approval by resolution of the City Council, regarding the terms and
conditions of the project and eligibility for exemption under this chapter. Upon Council
approval of the contract, the Director shall execute the contract as approved by the City
Council, and the Director shall issue a conditional certificate of acceptance of tax exemption.
The conditional certificate shall expire three (3) years from the date of approval unless an
extension is granted as provided in this chapter. ’

C. If the application is denied, the Director shall state i in writing the reasons for the -
denial and send notice of denial to the applicant’s last known address within ten days of the
denial.

D. An applicant may appeal a denial to the City Council within thirty (30) days of
receipt of the denial. The appeal before the City Council will be based upon the record
before the Director, and the Director’s decision will be upheld unless the applicant can show
that there is no substantial evidence on the record to support the Director’s decision. The
City Council’s decision on appeal is final.

Section 5.72.070 Extension of Conditional Certificate

The Conditional Certificate may be extended by the Director for a period not to
exceed 24 consecutive months. The applicant shall submit a written request stating the
grounds for the extension together with a fee of $150.00 for the City’s administrative cost to
process the request. The Director may grant an extension if the Director determines that:

A. The anticipated failure to complete construction or rehabilitation within the
required time period is due to circumstances beyond the control of the owner; and

- B. The owner has been acting and could reasonably be expected to continue to act in
good faith and with due diligence; and

C. All the conditions of the original contract between the applicant and the City will
be satistied upon completion of the project.

Section 5.72.080 Final Certificate -- Application -- Issuance -- Denial and Appeal

A. Upon completion of the rehabilitation improvements or new construction as
provided in the contract between the applicant and the City, and upon issuance of a
temporary certificate of occupancy, or a permanent certificate of occupancy if no temporary
certificate is issued, the applicant may request a Final Certificate of Tax Exemption. The
applicant shall file with the Director such information as the Director may deem necessary or
useful to evaluate eligibility for the Final Certificate, and shall include:

7
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1. A statement of expenditures made with respect to each multi- family

housing unit and the total expenditures made with respect to the entire property;
© 2. A description of the completed work and a statement of qualification for

the exemption; | ’

3. A statement that the work was completed within the required three-year
period or any approved extension; and _

4. For projects in the Pioneer Square, International District and Westlake
(Denny Triangle) residential targeted areas, information on the applicant’s compliance with
the affordability requirements in Subsection 5.72.040(E) and .020(A) of this chapter.

B. At the time of application for Final Certificate under this section, the applicant
shall pay to the City a fee of $150.00 to cover the Assessor’s administrative costs. If the
Director approves the application, the City will forward the fee for the Assessor’s
administrative costs to the Assessor. If the Director denies the application, the City will
refund the fee for the Assessor’s administrative costs to the applicant.

C. Within 30 days of receipt of all materials required for a Final Certificate, the
Director shall determine whether the completed work is consistent with the contract between
the City and owner and is qualified for exemption under this chapter, and which specific
improvements satisfy the requirements of this chapter. |

D. If the Director determines that the project has been completed in accordance with
the contract between the applicant and the City and the requirements of this chapter, the City
shall file a Final Certificate of Tax Exemption with the Assessor within 10 days of the
expiration of the thirty-day period provided under subsection C of this section.

E. The Director shall notify the applicant in writing that the City will not file a Final
Certificate if the Director determines that the project was not completed within the required
three-year period or any approved extension, or was not completed in accordance with the
contract between the applicant and the City and the requirements of this chapter.

F. The applicant may file an appeal of the Director’s decision that a Final
Certificate will not be issued to the King County Superior Court within thirty (30) days of
receiving notice of that decision.

Section 5.72.090 Exemption -- Duration -- Limits

A. The value of new housing construction and rehabilitation improvements
qualifying under this chapter will be exempt from ad valorem property taxation for 10

- successive years beginning January 1st of the year immediately following the calendar year’

after issuance of the Final Certificate of Tax Exemption. :

B. The exemption does not apply to the value of land or to the value of
improvements not qualifying under this chapter, nor does the exemption apply to increases
in assessed valuation of land and non-qualifying improvements, or to increases made by
lawful order of the King County Board of Equalization, the Washington State Department of
Revenue, State Board of Tax Appeals, or King County, to a class of property throughout the
county or a specific area of the county to achieve uniformity of assessment or appraisal as
required by law. In the case of rehabilitation of existing buildings, the exemption does not
include the value of improvements constructed prior to submission of the completed
application required under this chapter.
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Section 5.72.100  Annual Certification

A. Within 30 days after the first anniversary of the date the City filed the Final
Certificate of Tax Exemption and each year thereafter, for a period of 10 years, the property
owner shall file a certification with the Director, verified upon oath or affirmation, which
shall contain such information as the Director may deem necessary or useful, and shall
include the following information:

1. A statement of occupancy and vacancy of the muiti-family units during
the previous year; ' :

2. A certification that the property has not changed use since the date of
filing of the Final Certificate of Tax Exemption, and continues to be in compliance with the
contract with the City and the requirements of this chapter;

- 3. A description of any improvements or changes to the property made after

the filing of the Final Certificate or last declaration, as applicable; and

4. For projects within the Pioneer Square, International District and
Westlake (Denny Triangle) residential targeted areas, information demonstrating the owner’s
compliance with the affordability requirements of Subsections 5.72.040(E) and .020(A) of .
this chapter. '
B. Failure to submit the annual declaration may result in cancellation of the tax
exemption.

Section 5.72.110 Cancellation of Tax Exemption - Appeal

A. If at any time the Director determines that the property no longer complies with
the terms of the contract or with the requirements of this chapter, or for any reason no longer
qualifies for the tax exemption, the tax exemption shall be canceled and additional taxes,
interest and penalty imposed pursuant to State law.

B. If the owner intends to convert the multi-family housing to another use, the
owner must notify the Director and the King County Assessor within 60 days of the change
in use. Upon such change in use, the tax exemption shall be canceled and additional taxes,
interest and penalty imposed pursuant to State law.

C. Upon determining that a tax exemption shall be canceled, the Director, on behalf
of the City Council, shall notify the property owner by certified mail, return receipt
requested. The property owner may appeal the determination by filing a notice of appeal
with the City Clerk within 30 days, specifying the factual and legal basis for the appeal. The
Hearing Examiner will conduct a hearing pursuant to SMC 3.02.090 at which all affected
parties may be heard and all competent evidence received. The Hearing Examiner will
affirm, modify, or repeal the decision to cancel the exemption based on the evidence
received. The Hearing Examiner shall give substantial weight to the Director’s decision and
the burden of overcoming that weight shall be upon the appellant. An aggrieved party may
appeal the Hearing Examiner's decision to the King County Superior Court as provided in
RCW 34.05.510 through 34.05.598. :

Section 5.72.120 Expiration of Program




0~ OO s W N =

£ b B DS DWW W W WwW W W R WN NN NREDNDNDNNEN e e el )l el el wed
O AR WN = QOO NP WOWN=QOO©ONIIPRWN-=0©O~NDoprwNh=00Q

TAC/KRH
g:projects’housing/84 14/proord10.doc
8/19/98

The program established by this chapter shall expire four (4) years after the effective
date of this ordinance, unless extended by the City Council by ordinance. Upon expiration,
no further applications for a conditional certificate of tax exemption shall be accepted.
Pending applications for a conditional certificate, extension of conditional certificate and
final certificate shall be processed as provided in this chapter.

Section 2. Annually, beginning in 1999, a comunittee composed of the Directors of the
Department of Housing and Human Services, the Office of Strategic Planning, the
Department of Construction and Land Use, City Budget Office and Council Central staff, or -
their designees, shall review the program established by this ordinance and provide a report
to the City Council outlining development activity, types of units produced and their
locations, rent and sales prices and other appropriate factors. These reports may include
recommendations on whether any neighborhoods should be added or removed, and will
analyze any issues related to the use of the program for homeownership units. In 2002, the
committee shall review and report to the City Council regarding the effectiveness of the
program during its first three years of operation. Such review shall include costs and
benefits of the program, an assessment of the affordability limits in Pioneer Square and the
International District, and may include recommended program modifications.

Section 3. Section 3.02.125, Hearing Examiner filing fees, which was last amended by
Ordinance 116594 is hereby amended at subsection A to add a hearing examiner fee for
appeal of cancellation of Property Tax Exemption, as follows:

SMC 3.02.125 Hearing Examiner filing fees.
A. Filing fees for hearings before the City Hearing Examinér are as follows:

Basis for hearing Fee
% ok ok

Property Tax Exemption, cancellation of exemption (ch. 5.72) $50.00

Section 4. This ordinance shall take effect and be in force thirty (30) days from and after its
approval by the Mayor, but if not approved and returned by the Mayor within ten (10) days
after presentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the City Council the day of , 1998, and signed by
me in open session in authentication of ifs passage this day of , 1998.

President of the City Council

Approved by me this day of , 1998.

Paul Schell, Mayor

10
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Filed by me this day of

, 19

(SEAL)

City Clerk

11
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ORDINANCE

AN ORDINANCE relating to the development of multi-family housing; creating a new
Chapter 5.72 of the Seattle Municipal Code in Title 5 - Taxation and Revenue,
. Subtitle II - Taxes, implementing RCW Chapter 84.14 to provide for exemption from
™. ad valorem property taxation for qualifying multi-family housing in designated
rss1dent1al target areas within the City and designating certain areas as residential
tal*geted areas; and amending Seattle Municipal Code Section 3.02.125 relating to
Hear“mg Examiner fees.

WHEREAS, Wa?,};;mgton state law, RCW Chapter 84.14, adopted by the legislature in 1595,
provides for. the exemption from ad valorem property taxation for the value of
eligible 1mprovements associated with gualifying multi-unit housing located in
residential target.areas and authorizes the City to adopt necessary procedures to
implement the State law; and

WHEREAS, the stated purpose of RCW Chapter 84.14 is to increase residential
opportunities by stlmulatmg the construction of new multi-family housing and the
rehabilitation of existing ¥acant and underutilized buildings for multi-family housing
in areas where the City ﬁn&s there are insufficient residential opportunities; and

WHEREAS, the City Council finds théfg those areas within the City designated as urban
center villages, hub urban villagés\ or residential urban villages in the Land Use
Element of the City’s Comprehensiyve Plan satisfy the requirements of an “urban
center” as defined under RCW 84.1@010( 1); and

WHEREAS, the Comprehensive Plan antlplpates certain levels of new housing production
within designated urban village ne1ghborh00ds and certain neighborhoods have
experienced minimal housing development,’ Qamculariy relative to the
Comprehenswe Plan growth estimates; and

\

WHEREAS, the City finds that the areas designated as re§1dential targeted areas in this
Ordinance are each located within an urban village ‘as defined in this ordinance, that
each area lacks sufficient available, desirable and cohvenient residential housing to
meet the needs of the public who would be likely to h%e in such area if desirable,
attractive and livable residences were available; and that, the property tax exemption
program implemented by this Ordinance will encourage 1n§reased residential
opportunities within the City and stimulate the construction'of new multifamily
housing and the rehabilitation of existing vacant and underuuhzed buildings for
muitifamily housing; and \‘\

WHEREAS, certain areas within the City lack sufficient housing opportuhities to meet the

" needs of low and moderate income households who would be likely\to live in such
areas if affordable residences were available, and

WHEREAS, it is the City’s intent to preserve and protect buildings, objects, sites, and
neighborhoods with historic, cultural, architectural, engineering or geographic
significance located within the City, as provided in those chapters of the Seattle

[
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Municipal Code relating to landmarks preservation, landmark districts, historical
districts and special review districts; and the property tax exemption program
established by this ordinance shall support and further the goals and purposes
expressed in those provisions of the Code; and

WHEREAS it is the City’s goal to preserve, when appropriate, existing multifamily low-
™ .income housing in neighborhoods where such housing now exists, and to use the
b{operty tax exemption program to support and not hinder this goal,
\,
NOW, THEREFORE BE IT ORDAINED BY THE CITY OF SEATTLE AS
FOLL&WS

‘%,
Section 1: A new c"b\apter Chapter 5.72, to be titled “Multifamily Housing Property Tax
Exemption Ordinance®¥, is hereby added to the Seattle Municipal Code, Title 5, Subtitle II,
Taxes, as follows: "g_\v
Section 5.72.010 Purpbse
A. The purposes of th}s chapter are:

1. To encourage“more multifamily housing opportunities within the City;

2. To stimulate the‘\constructlon of new multifamily housing and the
rchabilitation of existing vacant and® ynderutilized buildings for multifamily housing;

3. To increase the supiﬁy of multifamily housing opportunities Withjn the
City for low and moderate income houséholds

4. To accomplish the pianmng goals required under the Growth Management
Act, RCW chapter 36.70A, as implemented by the City’s Comprehensive Plan;

5.-To promote community development affordable housmg, and
neighborhood revitalization; *,

6. To preserve and pfotect buildmgs ‘objects, sites, and neighborhoods with
historic, cultural, architectural, engineering or geog%aphlc significance located within the
City; and \
7. To encourage additional housing in aseas that are consistent with planning
for LINK Light Rail by Sound Transit. \

B. Any one or a combination of these purposes may be furthered by the designation
of a residential targeted area under this chapter.

Section 5.72.020  Definitions 5\

A. “Affordable” means: (1) for rental housing, that the uni\ts\ shall be rented to
person(s) with household annual income, at the time of each tenant’s\initial occupancy, no
greater than the percentage of median income designated in this chapter for the tenant’s
household size; and (2) for owner-occupied housing, that each owner ofithe property who
occupies the unit after issuance of the final certificate of tax exemption under this chapter
shall have a household annual income, at the time of each such owner’s initial occupancy of
the unit, no greater than the percentage of median income designated in thischapter for the
owner’s household size adjusted for the presumed family size of the unit as set forth above.
A unit shall not cease to be affordable solely because the household annual income of the
owner of owner-occupied housing, or tenant of rental housing, exceeds the annual income
limit set forth in this subsection A after the date of initial occupancy.

2
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B. “Assessor” means the King County Assessor.

C. “Director” means the Director of the City’s Office of Housing, or any other City
offfeg, department or agency that shall succeed to its functions with respect to this chapter, or
his or her authorized designee. '

D. “Household annual income” means the aggregate annual income of all persons
over eighteen (18) years of age residing within the same household for a period of at least
one month. S '

:,‘%\

E. “Median incotng” means annual median income for the metropolitan statistical
area that includes Seattle, adymost recently estimated by the United States Department of
Housing and Urban Developnient, as adjusted for household size.

\

F. “Multi-family housing’?xr«x;}eans a building or townhouse having four or more
dwelling units designed for permanent residential occupancy resulting from new
construction or rehabilitation or converhign of vacant, underutilized, or substandard
buiidings.” ’ *‘x\
\\‘\

G. “Owner” means the property owner, of record.

a,
\‘l

H. “Permanent residential occupancy”™ mé@ns multi-family housing that provides

cither rental or owner occupancy for a period of at lgast one month. This excludes hotels

and motels that predominately offer rental accommodation on a daily or weekly basis.

1. “Rehabilitation improvements” means (1) modifications to an existing structure
the residential portion of which has been vacant for at leash12 months prior to application
for exemption under this chapter, that are made to achieve a‘condition of substantial
compliance with the applicable building and construction codss contained in SMC Title 22;
or (2) modifications to an existing occupied residential structurd or mixed use structure that
contains occupied residential units, that add at least four multi-fa\v\ﬂy housing units.

J. “Residential targeted area” means an area within an urba};\vﬂlage that has been so

designated by the City Council pursuant to this chapter. \

B

K. “Substantial Compliance” means compliance with the applié%le building and
construction codes contained in SMC Title 22 that is typically required foxrehabilitation as
opposed to new construction.

*,
~,
~

L. “Urban village” as used in this chapter means a neighborhood that: (\N\is wit\lhin
an area designated as either an urban center village, a hub urban village or a residential tirban
village in the Land Use Element of the City’s Comprehensive Plan; and (2) meets the./
definition of an “urban center” as defined in RCW Section 84.14.010.
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- Section 5,72.038 Residential Targeted Areas - Criteria -- Designation

™., A. Following notice and public hearing as prescribed in RCW 84.14.040, the

Counall may designate one or more residential targeted areas, upon a finding by the Council
nits sole discretion that the residential targeted area meets the following criteria:
%, 1. The residential targeted area is within an urban village;

X 2. . The residential targeted area lacks sufficient available, desirable and
convenient residentlal housing to meet the needs of the public who would be likely to live in
the urban village® if desirable, attractive and livable residences were available; and

3. Rroviding additional housing opportunity in the residential targeted area
will assist in achievirig one or more of the following purposes:

(&) encourage increased residential opportunities within the City; or

(b} 5, stimulate the construction of new affordable multifamily
housing; and ‘%

{c) endeurage the rehablhtatlon of existing vacant and underutilized
buildings for multifamily housmg

B. In designating a residential targeted area, the Council may also consider other
factors, including: hY
1. Whether addmonal‘housmg in the residential targeted area will attract and
maintain an increase in the number of permanent residents;

2. Whether providing add”}imnal housing opportunities for low and moderate
income households would meet the needs @f citizens likely to live in the area if affordable
residences were available; *,

3. Whether an increased permment residential population in the residential
targeted ‘area will help to achieve the planning g%gals mandated by the Growth Management
Act under RCW 36.70A, as implemented throughthe City’s Comprehensive Plan;

4. Whether encouraging additional housmg in the residential targeted area is
consistent with plans for LINK Light Rail by Sound Transit; or »

5. Whether additional housing may coqtnbute to revitalization of a
distressed neighborhood or area within the City.

C. At any time the Council may, by ordinance, in'jts sole discretion, amend or
rescind the designation of a residential targeted area pursua?nt to the same procedural
requirements as set forth in this chapter for original demgnatmn

D. The following areas, as shown in the attached appendices 1 through 9, are
designated as residential targeted areas under this chapter:

1. Martin Luther King Jr. Wayv South at South Hol 3{ Street
2. Pioneer Square \

3. Intemat onal District '&y

4. 23" Avenue South at South Jackson 5\

5. Westlake (Denny Triangle) Y

6. South Park . “3\

7. Columbia City \\
8. Rainier Avenue South @ 1-90 o
9. Pike/Pine }
E

. If a part of any legal lot is within a residentia} targeted area as shown in
appendices 1 through 9, then the entire lot shall be deemed to lie within such residential
targeted area.
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- Section 5.72.040 Project Eligibility

To be eligible for exemption from property taxation under this chapter, the property

", must satisfy all of the following requirements:

Ty,

%, A. The property must be located in a residential targeted area.

%«; B. The project must be multi-family housing consisting of at least four dwelling
units %gthm a residential structure or as part of a mixed use development in which at least
fifty perc-ant of the space within such residential structure or mixed use development is
intended fok; permanent residential occupancy.

C. Foi‘xnew construction, a minimum of four new dwelling units must be created; for
rehabilitation or G@nversmn of existing occupied structures, a mlmmum of four additional
dwelling units must. be added.

D. For rehabxhtatlon or conversion of an existing vacant building, the residential
portion of the building S“hall have been vacant for at least twelve (12) months before
application for a condltxonal exemption, and the rehabilitation improvements shall achieve a’
condition of substantial com’phance with the applicable building and construction codes
contained in SMC Title 22. %,

E. For rehabilitation or canversxon of existing occupled structures, there shall be no
“displacement” of existing reszdentaal tenants, as such term is defined in Section
22.210.030(E) of the Seattle Mumcnpal Code;

F. For new construction projests where an existing rental housmg structure that
contained four or more occupled dwelhng units was demolished on the site of the new
project within 12 months prior to apphcatzon for exemption under this chapter, the owner
shall agree, on terms and conditions satisfaétory to the Director, to replace any units within
such structure that were rented to tenants whd receive a tenant relocation assistance payment
under SMC Ch. 22.210, subject to the foﬂowmg requirements:

(1) For the first ten calendar years.of operation of the replacement units, the
replacement units shall be affordable at or below 50% of median income.

(2) Replacement may be accomphshed either as part of the new construction
~ for which application for exemption is made under this chapter, or through the new
construction of additional multiple-unit housing at anct‘her location, or through the
substantial rehabilitation of vacant multiple-unit housmgt‘or through the preservation of
housing that is rented at the time of application to tenants with household annual income at
or below 50% of median income, and that the Director detenqlnes would otherwise be
converted to a use other than rental to tenants with such inconi‘@&.

(3) The replacement housing shall be completed, @nd a temporary or
permanent certificate of occupancy shall be issued, within three years from the date of
approval of the application, provided that the Director may extend thg time for completion if
the Director finds that: (i) the failure to complete the replacement homsmg is due to
circumstances beyond the owner’s control; (it) the owner has been actmg\and may
reasonably be expected to ¢ontinue to act in good faith and with due dlhgensg, and {it1) the
replacement housing will be completed within a reasonable time.

(4) Projects where the existing rental housing structure was demohshed
before the effective date of this Chapter 5.72, are not subject to the requirements of this
subsection.

G. In the following residential targeted areas, at ieast 25% of the units in the project
shall be affordable at or below 80% of median income for the first ten calendar years of
operation of the units:

(1) Martin Luther King Jr. Way South @ South Holly Street;

5
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(2) Pioneer Square;

(3) International District;

(4) 23rd Avenue South @ South Jackson;
(5) Westlake (Denny Triangle);

(6) South Park;

(7) Columbia City; and

(8) Rainier Avenue South @ I-90.

H In the following residential targeted areas, at least 40% of the units in the project
shall be afforﬁable at or below 60% of median income for the first ten calendar years of
operation of the“gmts

(1) Eﬂ(e/Pme

I. If the percgntage of the number of affordable units in the project required under
subsections {(G) and (H) of this section is a fraction, then the number of affordable units shall
be rounded up to the next “whole number.

J. For owner—occupwd projects, the contract with the City required under subsection
5.72.060(A) of this chapter shall identify those units which shall be affordable as required
under subsections (G) and (H) 6f this section. For those owner-occupied units identified as
affordable, the City shall have and, retain, for the life of the exemption granted under this
chapter, a written right of first refusai under terms and conditions approved by the Director,
exercisable in the event owner receives a bona fide offer to buy the property from an owner
whose household income exceeds the afﬁordablhty limits in subsection 5.72.020(A), giving
the City or its assignee the right to purchase the property on substantially the same terms as
such bona fide offer. Such right of first refuaal shall be included within the contract with the
City required under subsection 5.72.060(A) of: ‘this chapter.

K. For new construction of multlfamlly\h\ousmg, the applicant shall complete the
design review process under SMC Chapter 23.41, whether or not the project would be
subject to design review under Chapter 23.41 if the ¢ O\W‘ler had not applied for property tax
exemption under this chapter. For projects not subj ech, o mandatory design review under
SMC 23.41.004, the applicant shall complete administrative design review under SMC
23.41.016.

L. The applicant shall obtain a certificate of approvaly permit, or other approval
under SMC Chapter 25.12, Landmarks Preservation Ordinancej SMC Chapter 23.66, Special
Review Districts, or those provisions of SMC Chapter 25.16, é\{iter 25.20, Chapter
25.22, Chapter 25.24, or Chapter 25.28, relating to Landmark or Historical Districts, if such
certificate of approval, permit or other approval is required under those chapters. Such
certificate of approval, permit or other approval shall satisfy the requirsment under
subsection J of this section that the applicant complete design review un\der SMC Chapter
23.41.

M. The project must comply with all applicable zoning requirements, land use
regulations, and building and housing code requirements contained in SMC Title 22 and
Title 23 at the time of new construction, rehabilitation or conversion. ‘

N. For the duration of the exemption granted under this chapter, the property shall
have no violations of applicable zoning requirements, land use regulations, and building and
housing code requirements contained in SMC Title 22 and Title 23 for which the
Department of Construction and Land Use shall have issued a notice of violation that is not
resolved by a certificate of compliance, certificate of release, or withdrawal within the time
period for compliance provided in such notice of violation and any extension of the time




0N DO S W N =

DR R BB D R DWW WRWWWWWENNNNNRNNRNNR S = = o
\IO)UT-POON*‘“O(Qm\JC')Ul-bOJN'-‘O(.Dm\JC)'U'I&(A)M““OLQ@\IU)UT&(AJN—*OLO

KRH
prpord25.doc
11/25/98 10:55 AM

-period for compliance granted by the Director of the Department of Construction and Land

Use. ™, . ‘
0., New construction multifamily housing and rehabilitation improvements must be
scheduled i‘“@,"‘be completed within three years from the date of approval of the application.

Section 5.72.0%‘9 Application Procedure -- Fee

A. The owner of property applying for exemption under this chapter shall submit an
application to the D}Iector on a form established by the Director. The owner shall verify the
application by oath or aTﬁrmanon The application shall contain such information as the
Director may deem necessary or useful, and shall include:

1. A brief wtitten description of the project and preliminary schematic site
and floor plans of the multxfamﬂy units and the structure(s) in wh1ch they are proposed to be
located,;

2. A statement from the owner acknowledging the potential tax liability
when the property ceases to be ehg1b1€ for exemption under this chapter; and

3. Information des»nblqg how the applicant shall comply with the
affordability requirements in Subsectiohnk5.72‘040(G) and (H) of this chapter; and

4. In the case of rehabilitation of an existing vacant structure under Section
5.72.020()(1), verification from the Deparfi‘gent of Construction and Land Use of non-
compliance with applicable building and housing codes as required under 5.72.020(1)(1),
and an affidavit from the owner verifying that the existing dwelling units have been vacant
for a period of 12 months prior to filing the appliéqtion.

B. At the time of initial application under this Section, the applicant shall pay to the
City an initial application fee 0f $500.00. Ifthe Citydenies the application, the City will
retain that portion of the fee attributable to its own actual administrative costs and refund the
balance, if any, to the applicant.

C. The Director shall notify the applicant within tWenty~e1ght (28) days of the
application being filed if the Director determines that an apphcatlon is not complete and
shall identify what additional information is requlred before the application will be
complete. Within twenty-eight (28) days of recetving additional information, the Director
shall notify the applicant in writing if the Director determines thamhe application is still not
complete, and what additional information is necessary. An apphcat;,on shall be deemed to
be complete if the Director does not notify the applicant in writing bysthe deadlines in this
section that the application is mcomplete however, a determination of' x:ompleteness does
not preclude the Director from requiring additional information during the review process if
more information is needed to evaluate the apphcanon according to the criteria in this
chapter. AN

D. Except as otherwise provided in subsection E of this section, the zﬁaphcatlon shall
be submitted any time before the earlier of (i) an application for a master use pexmlt or other
land use permit under SMC Title 23, and (ii) an application for a building or othex
construction permit under SMC Title 22. ‘\

E. If, on the effective date of this Chapter 5.72, the applicant has applied foz a permit
identified in subsection D of this section, then application for exemption under this SECUOI}
may be submitted any time prior to issuance of a building permit; provided that, for newy
construction, the applicant shall have completed, or be in the process of completing, design
review or administrative design review as required under Section 5.72.040(K), or shall have
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. obtained a certificate of approval, permxt or other approval as provided under Sec‘uon

5.72. O40(L)
Section 5.72.060 Application Review -- Issuance of Conditional Certificate -
S Denial -- Appeal

A. The Director shall approve or deny an application under this chapter. If the
application is approved, the applicant shall enter into a contract with the City, subject to
approval by resolution of the City Council, regarding the terms and conditions of the project
and eligibility for é%emptlon under this chapter. The City Council’s resolution to approve
the applicant’s contrar;t with the City shall take place within 90 days of the Director’s
receipt of the completed application. Upon Council approval of the contract, the Director
shall execute the contract’as approved by the City Council, and the Director shall issue a
conditional certificate of aé‘geptance of tax exemption. The conditional certificate shall
expire three (3) years from the date of approval unless an extension is granted as provided in
this chapter.

C. If the application is demed the Director shall state in writing the reasons for the
denial and send notice of denial to the applicant’s last known address within ten days of the
denial. k

D. "An applicant may appeal tﬁg Director’s denial of the application te the City
Council within thirty (30) days of receipt of the denial. The appeal before the City Council
will be based upon the record before the f%jrector and the Director’s decision will be upheld
unless the applicant can show that there is 1o substantial evidence on the record to support
the Director’s decision. The City Council’s decxsmn on appeal is final.

Section 5.72.070 Extension of Cond1t10n31 Certiﬁcate

The Conditional Certificate may be extended by the Director for a period not to
exceed 24 consecutive months. The applicant shall submit a written request stating the
grounds for the extension together with a fee of $150. OQ for the City’s administrative cost to
process the request. The Director may grant an extensxomf the Director determines that:

A. The anticipated failure to complete construction:. or rehabilitation within the
required time period is due to circumstances beyond the control of the owner; and

B. The owner has been acting and could reasonably be, expected to continue to act in
good faith and with due diligence; and

C. All the conditions of the original contract between the apphcant and the City will
be satisfied upon completion of the project.

Section 5.72.080 Final Certificate - Application -- Issuance -E*ﬁgDenial and Appeal

A. Upon completion of the rehabilitation improvements or new oonstructlon as
provided in the contract between the applicant and the City, and upon 1ssuance ofa
temporary certificate of occupancy, or a permanent certificate of occupancy if no temporary
certificate is issued, the applicant may request a Final Certificate of Tax Exemptlon The
applicant shall file with the Director such information as the Director may deeh; necessary or
useful to evaluate eligibility for the Final Certificate, and shall include: ‘-a,

1. A statement of expenditures made with respect to each multi- fégmly
housing unit and the total expenditures made with respect to the entire property;
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2. A description of the completed work and a statement of qualification for

"wﬁ,% 3. A statement that the work was completed within the required three-year
pemod or any approved extension; and

%, 4. Information on the applicant’s compliance with the affordablhty
rpquxr%ments in Subsection 5.72.040(G) and (H).

L At the time of application for Final Certificate under this section, the applicant
shall pay to the City a fee of $150.00 to cover the Assessor’s administrative costs. If the
Director approves the application, the City will forward the fee for the Assessor’s
adm1n1sﬁat1vacosfs to the Assessor. If the Director denies the application, the City will
refund the fee fer the Assessor’s administrative costs to the applicant.

C. Within® 30 days of receipt of all materials required for a Final Certificate, the
Director shall determme whether the completed work is consistent with the contract between
the City and owner and is qualified for exemption under this chapter, and which specific
improvements satisfy th@ requirements of this chapter

D. If the Directot: determines that the project has been completed in accordance with
the contract between the apphcanf and the City and the requirements of this chapter, the City
shall file a Final Certificate 6f Tax Exemption with the Assessor within 10 days of the

~ expiration of the thirty-day peﬁod provided under subsection C of this section.

E. The Director is authotized to cause to be recorded, or to require the applicant or
owner to record, in the real property records of the King County Department of Records and
Elections, the contract with the City required under subsection 5.72.060(A) of this chapter,
or such other document(s) as will identify such terms and conditions of eligibility for
exemption under this chapter as the Diréctor deems appropriate for recording, including
requirements under this chapter relating to: affordablllty of units.

F. The Director shall notify the apphcant in writing that the City will not file a Final
Certificate if the Director determines that the project was not completed within the required
three-year period or any approved extension, of”"esg/as not completed in accordance with the
contract between the applicant and the City and the requirements of this chapter.

~ G. The applicant may file an appeal of théDirectdr s decision that a Final
Certificate will not be issued to the King County Supenor Court within thirty (30) days of
receiving notice of that decxslon &

Section 5.72.090  Exemption —- Duration -- Limits

A. The value of new housing construction and rehablhtatxon improvements
quahfymcr under this chapter will be exempt from ad valorem pfoperty taxation for ten (10)
successive years as provided in RCW 84.14.020(1). 5,

B. The exemption does not apply to the value of land or to ’thg value of
improvements not qualifying under this chapter, nor does the exemptmn apply to increases
in assessed valuation of land and non-qualifying improvements, or to 1ﬁ§reases made by
lawful order of the King County Board of Equalization, the Washington State Department of
Revenue, State Board of Tax Appeals, or King County, to a class of propeﬁy throughout the
county or a specific area of the county to achieve uniformity of assessment 01 appraisai as
required by law. In the case of rehabilitation of existing buildings, the exemption does not
include the value of improvements constructed prior to submission of the com eted
application required under this chapter.
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~ Section 5.72.100 Annual Certification

A , Within 30 days after the first anniversary of the date the City filed the Final
Certificate c}f Tax Exemption and each year thereafter, for a period of 10 years, the property
owner shall fi 3%.e a certification with the Director, verified upon oath or affirmation, which
shall contain su“ch information as the Director may deem necessary or useful, and shall
include the foliow;ng information:

1. A statement of occupancy and vacancy of the multi-family units during
the previous year; X

2. A certification that the property has not changed use since the date of -
filing of the Final Certlﬁcate of Tax Exemption, and continues to be in compliance with the
contract with the City and the requirements of this chapter;

3.A descnption of any improvements or changes to the property made after

- the filing of the Final Certlﬁcate or last declaration, as apphcable and

4. Information: demonstrating the owner’s compliance with the affordability
requirements of Subsections 5.72.040(G) and (H).
B. Failure to submit the a:rmual declaration may result in cancellation of the tax
exempuon

Section 5.72.110 Cancellation of’ﬂ‘ ax Exemption -- Appeal

A. Ifat any time the Director determmes that the property no longer complies with
the terms of the contract or with the requlrements of this chapter, or for any reason no longer
qualifies for the tax exemption, the tax exempﬁon shall be canceled and additional taxes,
interest and penalty imposed pursuant to State law.

B. If the owner intends to convert the mul"tl family housing to another use, the
owner must notify the Director and the King County Assessor within 60 days of the change
in use. Upon such change in use, the tax exemption shall be canceled and additional taxes,
interest and penalty imposed pursuant to State law. %,

C. Upon determining that a tax exemption shall b‘a canceled, the Director, on behalf
of the City Council, shall notify the property owner by certiﬁed mail, return receipt
requested. The property owner may appeal the determinatiof, by filing a notice of appeal
with the City Clerk within 30 days, specifying the factual and> Jegal basis for the appeal. The
Hearing Examiner will conduct a hearing pursuant to SMC 3.02,090 at which all affected
parties may be heard and all competent evidence received. The ﬁearmg Examiner will
affirm, modify, or repeal the decision to cancel the exemption baséd on the evidence
received. The Hearing Examiner shall give substantial weight to th e‘*Dlrector s decision and
the burden of overcoming that weight shall be upon the appellant. An, .aggrieved party may
appeal the Hearing Examiner's decision to the King County Superior C‘ourt as provided in
RCW 34.05.510 through 34.05.598. 5

kY
Section 5.72.120 Expiration of Program E“a

The program established by this chapter shall expire four (4} years afterthe effective
date of this ordinance, unless extended by the City Council by ordinance. Upon expiration,
no further applications for a conditional certificate of tax exemption shall be accepted.
Incomplete applications shall be returned to the applicant. Pending complete applications

10
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_fora cond;tlonal certificate, extension of conditional cert1ficate and final certificate shall be

processed é@prOV1ded in this chapter.

Section 2. Annualiy, beginning in 1999, a committee composed of the Directors, or their
designees, of the @fﬁce of Housing, the Strategic Planning Office, the Department of
Construction and Lzmd Use, City Budget Office and Council Central staff, or such City
departments or agencibs that shall succeed to their functions with respect to this chapter,
shall review the prograr% established by this ordinance and provide a report to the City
Council outlining development activity, types and numbers of units produced and their
locations, rent and sales prlces information regarding the number of low and moderate
income households benefiting from the program, tax implications of the program, and other
appropriate factors. These reports may include recommendations on whether any
neighborhoods should be added or removed whether affordability limits should be changed
in certain areas, and will analyze any, Jissues related to the use of the program for
homeownership units. In 2002, the co%mmttee shall review and report to the City Council
*egardmg the effectiveness of the pro grzmq} during its first three years of operation. Such
review shall include costs and benefits of the program, an assessment of the affordability
limits, and may include recommended pro gram modifications.
Section 3. Section 3.02.125, Hearing Exammer filing fees, which was last amended by
Ordinance 116594 is hereby amended at subsectzon A to add a hearing examiner fee for
appeal of cancellation of Property Tax Exemption s follows:
SMC 3.02.125 Hearing Examiner filing fees.

A. Filing fees for hearings before the City Hearing Exammer are as follows:
Basis for hearing A\ Fee

* %k k AN

Property Tax Exemption, cancellation of exemption (ch. 572) $50.00
Section 4. The Multifamily Housing Property Tax Exemption Okdinance is declared to be
severable. If any section, subsection, paragraph, clause or other pomon of any part is for
any reason held to be invalid or unconstitutional by any court of corﬁpetent jurisdiction, such
invalidity or unconstitutionality shall not affect the validity or constltmmnahty of the
remaining portions of the Multifamiy Housing Property Tax Exemphoﬁprogram If any
section, subsection, paragraph, clause or any portion of any part is adjudged mvalid or
unconstitutional as applied to a particular project or property, the apphcatf@n of such portion

to other projects or properties shail not be affected. \Xk
x“.
\ | | N
\\
\
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. Section 5. TTus ordinance shall take effect and be in force thirty (30) days from and after its

approval by theWIayor but if not approved and returned by the Mayor within ten (10) days
after presentation,it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the Clty Council the day of , 1998, and signed by
me in open session in aﬁﬂgentication of its passage this day of , 1998.

\ President of the City Council

Approved by me this day of , 1998,

P“‘am Schell, Mayor
Filed by me this dayof __ % , 19
. I‘%;
. ) "\Q«
(SEAL)
City Clerk
i*% v‘\&
\
%
Y
|
N
\
%‘\.
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Affidavit of Publication

The undersigned, on oath states that he is an
authorized representative of The Daily Journal of Commerce, a
daily newspaper, which newspaper is a legal newspaper of general
circulation and it is now and has been for more than six months
prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Ssattle,
King County, Washington, and it is now and during all of said time
was printed in an office maintained at the aforesaid place ef
publication of this newspaper. The Daily Journal of Commerce
was on the 12th day of June, 1941, approved as a legal newspaper
by the Superior Court of King County.

The notice in the exact form annexed, was published in regular
issues of The Daily Journal of Commerce, which was regularly
distributed to its subscribers during the below stated period. The
annexed notice, a

was published on
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he fdregoing publication is

ut has been paid in full.

The amount of the fee charged {or §

the sum of § , wh
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Notary Public for the State of Washingi’s?ﬂl;
residing in Seattle

Affidavit of Publication






