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ORDINANCE/ /I d'3 -"/

AN ORDINANCE relating to the developm6Tit 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

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 under-utilized 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. 0 1 0(l); 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

VVHEREAS, 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:

Section 5.72.010 Purpose

A. The purposes of this chapter are:

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

2. To stimul~ite the construction of new multifamily housing and the

rehabilitation of existing vac~trL and underatilized buildings for multifamily housing;

3. To increase the supply of mu
'

Itifamily housing opportunities 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, engineering or geographic significance located within the

City; and

7. To encourw4e 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 Derinitions

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 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 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 persons

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.

1. "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 ara'means an area within an urban village that has been so

desimated by the City Council pursuant to this chapter.

K. "Substantial Compliance" means compliance with the applicable building and

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.

3
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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
1

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 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.

D. The following areas, as shown in the attached Attachments I through 9, are

desi nated as residential targeted areas under this chapter:9

1
.

Martip T-wher_K-ing Jr. WU South at South Hofly Street

2. Pioneer

3. Internati o 11 al District
d

4. A-v entie South at South Jackson

5. Weglake (Denny Triangle)

6. SOUth Park

7. Col i ~mbia Cily

8. Rainier Avenue South 1-90

9. Pike/Pine

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

Attachments I 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 exen-j-pt lon from property taxation under this chapter, the property

must satisfy all of the following requirements:

A. The property must be iocated 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 minimumof four new dwelling units must be created; for

rehabilitation or conversion of existing occupied structures, a minimum of four additional

dwelling units 111UStbe added.

D. For rdhabi 1 itation or conversion of an existing vacant building, the residential

portion of the bul Id Ing s1hall have been vacant for at least twelve (12) months before

application fb- a condlitionafl oxemption, and the rehabilitation improvements shall achieve a

COM11t1011 Of SUhstantlal compliance with the applicable building and construction codes

contained in SNIC 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 occup] ed 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 arid condi, t1ions satisfactory to the Director, to replace any units within

stic h str; icture that were rented to tenants who receive a tenant relocation assistance payment
ui-,Ger 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 rehabi] itatiop, of vacant multiple-unit housing, or through the preservation of

bousino, that is reiited at the time of application to tenants with household annual income atIn

or I)elow 50% of medi~in inco-me, and that the Director determines would otherwise be

converted to a use oflier tt-mn reital to tenants with such income.

(3) The rep'lacenient liousing shall be completed, and a temporary or

permanent certificate of ocetipancy silia!] 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 demolished

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 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;

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 @ 1-90.

H. In the following residential targeted areas, at least 40% of the units in the project

shall be affordable at or below 60% ofmedian income for the first ten calendar years of

operation of the units:

(1) Pike/Pine.

1. If the percentage of the number of affordable units in the pr ject required under01

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 affordab] I ity 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 ~!ader 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 23.4 1, 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. Forprojects 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 proviskiis 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.

0. 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 rmdtif~amily 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(l)(1), verification froni the Department of Construction and Land Use of non-

compliance with applicable building and housing codes as required under 5.72.020(l)(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 app] I
cation.

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

City an initial application fee 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 -Hiformation is required before the application will be

complete. Within twenty-eight (2 8) 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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obtained a certificate of approval, permit, 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 sliall approve or deny an application under this chapter. If the

applicatioa is approved, 'lie applicant sliall enter into a contract with the City, subject to

approval by resoltition of tl-,c City, Coiii)eil, regarding the terms and conditions of the project

and eligibility for exeniption under this chapter. The City Council's resolution to approve

tile applicant's contract wifli Lbe City shall take place within 90 days of the Director's

receipt of the completed, ~ipplication. Upon Council approval of the contract, the Director

shall execute the contract as approved by the City Council, and the Director shall issue a

conditionai certificate of acceptance of tax exemption. The conditional certificate shall

expire thre,~~ (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

wil I be basod tipon 'he record before the Director, and the Director's decision will be upheld

Upless flie appllc~irtt 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 Condl tional Certificate may be extended by the Director for a period not to

exceed 24 consccui;ve months. The applicant shall submit a written request stating the

grounds for the extension to---~ethor with a fee of $150.00 for the City's administrative cost to

process the reqLICSt. The Director may grant an extension if the Director determines that:

A. The ai-Oicipated 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 condlitions 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

app I
i cant 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 stal,enient that the work was completed within the required three-year

period or any app roved extension; and

4. hifonTiation on the applicant's, compliance with the affordability

requirements in Subsectioii 4~.
7 -1 and (H).

i

B. At the time oil appillicaticoii f'Or Final Certificate under this section, the applicant

shall pay to the City a fee of$150.00 to cover the Assessor's administrative costs. Ifthe

Director approves the applicatior, the City will forward the fee for the Assessor's

adiiiii-listram,e costs to the Assessor. If the Director denies the application, the City will

reftirid the fee for the Assessor's adnainistrative costs to the applicant.

C. Withiii 3~0 days of receipt of all materials required for a Final Certificate, the

Director shall defen-o.1ile vk,!hether flic completed work is consistent with the contract between

the City an(] owiier and i

-s qtial 1
f1i ed lbr exemption under this chapter, and which specific

improverimits saLISN the recl tilreii-i c tits of this chapter.

D. It"Llie Directol- deterro6iies that project has been completed in accordance with

the contract MNN,cen the app-licarit md the City and the requirements of this chapter, the City

shall file a Final Certlifil-ate ofTax Exe,,i,lption with the Assessor within 10 days of the

expiration of the thirty-day perlod puovided under subsection C of this section.

E. The Director is atittionzed lo cause to be recorded, or to require the applicant or

owner to record, Iii the real, propcily records of the King County Department of Records and

Elections, the coritract ~vltli the City required under subsection 5.72.060(A) of this chapter,

ideritify such terms and conditions of eligibility for

exemptloii under this chapter as th,- [)]rector deems appropriate for recording, including

recii1rements under this cliapter relaling to affordability of units.

F. The Director shali I iiotify the applicant in writing that the City will not file a Final

Certificate if the Directoi- dctem-il Lies that the project was not completed within the required

-year per;od or any approved extension, or was not completed in accordance with the

cc) ritract betmrce,, i the applica!it and the City and the requirements of this chapter,

G. The applicant inay 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 o f that dec 1 s
" On.

Section 5,72.090 Exemption -- Duratio -- Limits

A. The value of new housing construction and rehabilitation improvements

qualifying under this chapter Nvill be exempt from ad valorem property taxation for ten (10)

successive years as provided ia 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 ofproperty throughout the

cotiuit~, 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. Wiitliin 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 Exeniptioii, 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 arniual 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 w convert the multi-family housing to another use, the

owner must notify the Directo r ar-id 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 COL1116 I, shall notify the property owner by certified mail, return receipt

I-eO Ucsted. The property owner ini a.,,, app cal the determination by filing a notice of appeal

V~, -ah the City Clerk within 30 (lays', specifying the factual and legal basis for the appeal. The

Hearing Examiner will conduct a. ]i cari ng pursuant to SMC 3.02.090 at which all affected

paFties may be heard and all comlietent evidence received. The Hearing Examiner will

aMum, modify, or repeal the decision to cancel the exemption based on the evidence

received, The Hearing Examiner sliall give substantial weight to the Director's decision and

the burden of overcoining that i,~,cight shall be upon theappellant. An aggrieved party may
appeal the Hearing ENUIliner's dec"Islon to the King County Superior Court as provided in

RCW 34.05.5 10 thro Ligh 34.05.598.

Section 5.72.120 Expiration. of Program

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 conditiolial 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

Constriction and Land Use, C"t-v Bi-id,_,et Office and Council Central staff, or such City

dem-i-tracrits or agencies that shal I succeed to their functions with respect to this chapter,

shall revic~.v the prograin establishc.-dby this ordinance and provide a report to the City

C01111CI
i
OU'Llining developt-.1cm activity, typ es and numbers of units produced and their

localioi,,s, reii: arid sales prices, 'Hiforniation re.,garding the number of low and moderate

income hotiscliolds betiefitrii- froi,,i flic prograiri, tax implications of the program, and other

ioropriate Cactors, Thlcse reports 111av include recommendations on whether any

nci~_,hborhoods sliou-Id be added c)r rcrjio~,'ed, N~,hethor affordability limits should be changed

in certam areas, and will analyze any issues related to the use of the program for

hon-teownership Units. Jn 2002.1 the committee shall review and report to the City Council

reuardirig, the cffoc`~,cness of the prograin during its first three years of operation. Such

revie,,N., shall Mclude costs and bencf.its, of the program, an assessment of the affordability

limits, and nia,," Jinclude recommended program modifications.

Section 3. Section 3.02.125, Hearing Examiner filing fees, which was last amended by

Ordinance 116594 is hereby ainendcd at sLfbsection A to add a hearing examiner fee for

appeal of cancellation of Property Tax Exemption, as follows:

S'AIC 3.02.125 Hearing Examiner filing fees.

A. Filing fees for
lica-1--in2,s

before the City Hearing Examiner are as follows:

Basis for heariiig Fee

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 im, atid or u i i constitutional by any court of competent jurisdiction, such

in\,,aljditv or uncojistit tit iorjahtN, sl-tall not affect the validity or constitutionality of the

remairim.,-, portiolls orthe Mi.11tifarrily Housing Property Tax Exemption program. If any

sect toll, sL.' seclion, paragraph, claL.se oi- any portion of any part is adjudged invalid or

11,11COFIStItUtiorial as applied to aparticular pro ect or property, the application of such portion

to other projects or properties shall not be affected.

I I
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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 Sd~dav of kNo-q e-nNber
, 1998, and signed by

me in open session in authentication jassage this 501~% day of LN Qe Mb 1998.

Filed by me this _g 40 day of

(SEAL)

12
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Legislation Fiscal Note

Each piece of legislation 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,

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 Program
"AN ORDINANCE relating to the development of multi-family housing; creafing a new

Chapter 5,72 of the Seattle Municipal Code in Title 5 - Taxation and Revenue, Subtitle 11

- 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."

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: Coiumbia City, 231 at Jackson,

MLK at Hoily, Pioneer Square, the International Disfirict, Rainier at 1-90, Denny Triangle/

IINQ!ake,and South Park. The DHHS will administer the program.

Background (include justification for the legislation

and funding history, if applicable):
State Law aliows 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 additiona! housing opportunities. have experienced minimal, development over the last eight

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

to increase the supply of housing and to assistin. community revitalizafion efforts.

Sustainability Issues (related to grant awards): N/A



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

I

TOTAL
I I

One-time On-going $ will vary by year (See bel

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?
N /A

Other issues (including long-term implications of the legislation):

It is uncertain how rnany 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. ~o sunset after 4 years unless CouncH 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 resultin foregone revenue as shown ir, 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 Cily.



POTENTIAL REVENUE IMPACTS TO THE CITY FRQM TAX ABATEMENT PROGRAM

Potential

foregone

Year revenue* Units added Total units

2000 $93,000 350 units 350

2001 $192,000 +350 units 70-0

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

2009 $579,000 1,400

2010 $446,000 - 350 units 1,050

2011 $306,000 - 350 units 700

2012 $158,000 - 350 units 350

2013 $0 - 350 units 0

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

approval of new levies and expiration of earlier levies.
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City of Seattle

Patil Schell. %lavor

Seattle Planning Commission

Marty Curry, Executive Director

July 23, 1998

1~

Lizanne Lvons, Director

City of Searle Strategic Planning Office

606 Fourtb Avenue, Suite 300

Seattle, WA 98104

Ven Knox, Director

CItV of Seattle Department ofHousing and Human Services

618 S econd Avenue, Suite 600

Seattle, WA 98104

Dear Ms. Lyons and M~IIEO_Xl

The Planning Commission Affordable Housing Committee reviewed the Executive's

Recommended Multi-Fanfdy Tax Abatement Program at.
their July 8 meeting and want to offer

several comments regarding this initiative.

I 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 hausing is occurring. The initial target neighborhoods should those where

the tax abatement will meke 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 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'seffectiveness 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 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 development that would occurwithout 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

wnsequences 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-W85

An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.



Seattle Pkaming Commission

July 23, 1998

Page 2

Design review is ctitical to all prq:Jects developed through the = abatement program.

They need to be exemplary projects that are designed well and are seen as an asse to the

community. The program would be undermined if such developments are poorly matched

to the site and neighborhood. As several Commissionersnoted, even small projects can be

ugly, so make sure that design re%4ew is tied to the abatement progm-n not just the land

use code.

4. The Citymust 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 put of the

P'-r,DgraM-

We appreciate the work that has gone into developing this tool and encourage the City to move
h it after co~mpl--ing

1, e public review process.mrward, 4

Sincerely,

1--117

Christi Cle1c, Co-Chair Chuck Weinstock, Co-Chair ~,,
, ordablf; Hou, sL-,g Conunittee,,kff Affordable Housing Committee
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City of Seatfic

RIL111 Schell, Ma.,Yk)~

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 Commissionis 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 oti 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 smallerrole 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 urge the City to commit to documenting and evaluating the program to determine whether die

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 -windfaW' 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 to 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 seeking to develop a broader strategic framework that will guide how

the City focusm it energy and resources on affordable housing needs in out community.

The Planning Commissionlooks forward to continuing to work with the Council and ft Executive in

achieving our vision of a community that can provide adequate housing choices for people of all income

levels.

Sincerely,

11_~ J#
.

42

Christi Clark, Co-Chair

Affordable Housing Committee

Chuck Weinstock, Co-Chair

Affordable Housing Committee

City Councilmembers Ven Knox, DBHS
Lizanne Lyons, SPO Denna Cline, )&amp;yor'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

Paul Schell. Mayor
I

Seattle Planning Comirtission

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

6 18 Second Avenue, Suite 600

Seattle, WA 98104

Dear Ms. Lyons and lt~

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.

I We believe that the tax abatement program is best suited to be a production tool, focusing

on the stimulation ofhousing 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 toot with too many goals; keep its purpose simple and straightforward.

if the City also desires to explore this as a tool forcreating below-market rate housing in

strong market areas, it shoula identify I - 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 oftax 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 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.

0
Seattle Municipal Building, 600 Fourth Avenue, Suite 300, Seattle, WA 98104-1826

Tel: (206) 640431 TDD: (206) 684-8118, Fax: (206) 233-0085

An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.



Seattle Pidiming 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 Commissionersnoted, 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 buUd into this pilot program excellent data collection/dOcumentation and

evaluation to assess the value and elfectiveness of this tool. The Commissionsupports the

proposars inclusion of this evaluation and urges that it be funded
&amp;,q an integral pan 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,

Christi Clark, Co-Chair k--- Chuck Weinstock, Co-Chair ),,

Affordable Housing Conunittee 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 afternoon. 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



TAC/KRH

g:projects/housing/84 i 4/p-oord I O.doc

8/19/98

1

2

3 ORDINANCE
4

5

6 AN ORDINANCE relating to the development ofmulti-family housing; creating a new
7 Chapter 5.72 of the Seattle Municipal Code in Title 5 - Taxation and Revenue,

8 Subtitle 11 - Taxes, imp I ementing RCW Chapter 84.14 to provide for exemption from

9 ad valorem property taxation for qualifying multi-family housing in designated

10 residential target areas within the City, and designating certain areas as residential

11 targeted areas; and amending Seattle Municipal Code Section 3.02.125 relating to

12 Hearing Examiner fees.

13

14 WHEREAS, Washington state law, RCW Chapter 84.14, adopted by the legislature in 1995,

15 provides for the exemption from ad valorem property taxation for the value of

16 eligible improvements associated with qualifying multi-unit housing located in

17 residential target areas and authorizes the City to adopt necessary procedures to

18 implement the State law; and

19

20 WHEREAS, the stated purpose of RCW Chapter 84.14 is to increase residential

21 opportunities by stimulating the construction of new multi-family housing and the

22 rehabilitation of existing vacant and underutilized buildings for multi-family housing

23 in areas where the City finds there are insufficient residential opportunities; and

24

25 WHEREAS, the City Council finds that those areas within the City designated as urban

26 center villages, hub urban villages or residential urban villages in the Land Use

27 Element of the City's Conirrehensive Plan satisfy the requirements of an "urban

28 center" as defined under RC W 84~ 14. 01 0(l); and

29

30 WHEREAS, the Comprehensive Plan anticipates certain levels of development within

31 11 designated urban village neighborhoods, and certain neighborhoods have

32 experienced minimal development, particularly relative to the Comprehensive Plan

33 11 growth estimates; and

34

35 WHEREAS, the City finds that the areas designated as residential targeted areas in this

36 Ordinance are each, located within an urban village as defined in this ordinance, that

37 each area lacks sufficient available, desirable and convenient residential housing to

38 meet the needs of the public who would be likely to live in such area if desirable,

39 attractive and livable residences were available; and that the property tax exemption
40 program implemented by this Ordinance will encourage increased residential

41 opportunities within the City and stimulate the construction of new multifamily

42 housing and the rehabilitation of existing vacant and underutilized buildings for

43 multifamily housing; and

44
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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 5.72.010 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 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

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 (3 5 %) of eighty percent (80%) of median income adj usted

2
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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
1

A. "Assessor" means the King County Assessor.

7

8 B. "Director", means the Director of the City's Department flinnan.

9 Services or his or her authorized designee. ORMPAW . .
......

10

11 C. "Median income" means annual median income for the Seanl-..: tropolitan

12 Area, adjusted for household size, as most recently estimated by r,-.,_"d States

Department of Housing and Urban Development.

14

15

16

17

18

19

20

D. "Monthly housing payment" means all amounts paid directly or indirectly for the use or

occupancy of a unit and of common areas of the project, including principal and interest

payments on a loan or real estate contract for purchase of the unit, condominium

association dues, maintenance fees, assessments, real estate taxes and mortgage
insurance.

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
11

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 faria 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 1. "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 area7 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.

3
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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 Eleme nt of the City's Comprehensive Plan; and (2) meets the

definitiom 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, attrauive 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 Regional 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.

D. The following areas, as shown in the attached appendices I through 8, are

designated as residential targeted areas under this chapter:

I
.

Martin Luther King Jr. Way South at South Holly Street

2. PionQgr SqUare

3. International District

4. 23d Avenue, South at South Jackson

5. Westlake (Denny Triangle)

6. South Park

7. Columbia Citv

8. Rainier Avenue South a, 1-90

4
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1 E. If a part of any legal lot is within a residential targeted area as shown in

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

3 targeted area.

4

5 Section 5.72.040 Project Eligibility

6 To be eli,,ibie for exemption from property taxation under this chapter, the property

7 must satisfy all of the following requirements:

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

9 B. The, project must be multi-family housing consisting of at least four dwelling

10 units within a residential structure or as part of
'

a mixed use development in which at least

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

12 intended for permanent residential occupancy.

13 C. For new construction, a minimumof four new dwelling units must be created; for

14 rehabilitation or conversion of existing occupied structures, a minimum of four additional

15 dwelling units must be added to existing occupied housing within the structure.

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

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

18 exemption, and the rehabilitation improvements shall achieve a condition of substantial

19 compliance with the applicable building and construction codes contained in SMC Title 22.

20 E. In the Pioneer SqLiare, International District and Westlake (Denny Triangle)

21 residential targeted areas, at least 25% of the units in the project shall be affordable units.

22 F. For new construction ofnitillfifamily housing, the applicant shall complete the

23 design review process under SMC Chapter 23.41
.

whether or not the project would be

24 subject to design review under Chapter 23.41 if the owner had not applied for property tax

25 exemption under this chapter. For projects not subject to mandatory design review under

26 SMC 223.41.004, the applicant shall complete administrative design review under SMC
27 23.41.016.

28 G. The applicant shall obtain a certificate of approval, permit, or other approval

29 under SMC Chapter 25.12, Landmarks Preservation Ordinance, SMC Chapter 23.66, Special

30 Review Districts, or those provisions of SMC Chapter 25.16, Chapter 25.20, Chapter

31 25.22, Chapter 25,24, or Chapter 25.28, relating to Landmark or Historical Districts, if such

32 certificate of approval, permit or other approval is required under those chapters. Such

33 certificate of approval, permit or other approval shall satisfy the requirement under

34 subsection F of this section that the applicant complete design review under SMC Chapter

35 23.41
~

36 H. The project must comply with all applicable zoning requirements, land use

37 regulations, and building and housing code requirements contained in SMC Title 22 and

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

39 1. For the duration of the exemption granted under this chapter, the property shall

40 have no violations of-applicable zoning requirements, land use regulations, and building and

41 housing code requirements contained in SMC Title 22 and Title 23 for which the

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

43 resolved by a certificate of compliance, certificate of release, or withdrawal within the time

44 period for compliance provided in such notice of violation and any extension of the time

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

46 Use.
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J. New construction multifamily housing and rehabilitation improvements must be

2 scheduled to be completed within three years from the date of approval of the application.

3

4 Section 5.72.050 Application Procedure -- Fee

5

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

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

8 application by oath or affirmation. The application shall contain such information as the

9 Director may deem necessary or useful, and shall include:

10 1. A brief written description of the project and preliminary schematic site

11 and floor plans of the multifamily units and the structure(s) in which they are proposed to be

12 located;

13 2. A statement from the owner acknowledging the potential tax liability

14 when the property ceases to be eligible for exemption under this chapter; and

15 3. For projects in the Pioneer Square, International District and Westlake

16 (Denny Triangle) residential targeted areas, the application will include information

17 describing how thl- applicant shall comply with the affordability requirements in Subsection

18 5.72.040(E) and .020(A) of this chapter.

19 4. In the case of rehabilitation of an existing vacant structure under Section

20 5.72.020(l)(1), verification from the Department of Construction, and Land Use of non-

21 compliance with applicable building and housing codes as required under 5.72.020(l)(1),

22 and an affidavit from the owner verifying that the existing dwelling units have been vacant

23 for a period of 12 months prior to filing the application.

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

25 City an initial application fee of $500.00. If the City denies the application, the City will

26 retain that portion of the fee attributable to its own actual administrative costs and refund the

27 balance, if any, to the applicant.

28 C. The Director shall notify the applicant within twenty-eight (28) days of the

29 application being filed if the Director determines that an application is not complete and

30 shall identify what additional infortnation is required before the application will be

31 complete. Within twenty-eight (28) days of receiving additional information, the-Director

32 shall notify the applicant in writing if the Director determines than the application is still not

33 complete, and what additional information is necessary. An application shall be deemed to

34 be complete if the Director does not notify the applicant in writing by the deadlines in this

35 section that the application is incomplete; however, a determination of completeness does

36 not preclude the Director from requiring additional information during the review process if

37 more information is needed to evaluate the application according to the criteria in this

38 chapter.

39 D. Except as otherwise provided in subsection E of this section, the application shall

40 be submitted any time before the earlier of (i) an application for a master use permit or other

41 land use permit under SMC Title 23, and (ii) an application for a building or other

42 construction permit under SMC Title 22.

43 E. If, on the effective date of this Chapter 5.72, the applicant has applied for a permit

44 identified in subsection D of this section, then application for exemption under this section

45 may be submitted any time prior to issuance of a building permit; provided that, for new
46 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

ap. proval 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 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 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

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

2 housing unit and the total expenditures made with respect to the entire property;

3
. 2. A description of the completed work and a statement of qualification for

4 the exemption;

5 3. A statement that the work was completed within the required three-year

6 period or any approved extension; and

7 4. For projects in the Pioneer Square, International District and Westlake

8 (Denny Triangle) residential targeted areas, ffiformation on the applicant's compliance with

9 the affordability requirements in Subsection 5.72.040(E) and .020(A) of this chapter.

10 B. At the time of application for Final Certificate under this section, the applicant

11 shall pay to the City a fee of $150.00 to cover the Assessor's administrative costs. If the

12 Director approves the application, the City will forward the fee for the Assessor's

13 administrative costs to the Assessor. If the Director denies the application, the City will

14 refund the fee for the Assessor's administrative costs to the applicant.

15 C. Within 30 days of receipt of all materials required for a Final Certificate, the

16 Director shall determine whether the completed work is consistent with the contract between

17 the City and owner and is qualil'ied for exemption under this chapter, and which specific

18 improvements satisfy the requirements of this chapter.

19 D. If the Director determines that the project has been completed in accordance with

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

21 shall file a Final Certificate of Tax Exemption with the Assessor within 10 days of the

22 expiration of the thirty-day period provided under subsection C of this section.

23 E. The Director shall notify the applicant in writing that the City will not file a Final

24 Certificate if the Director determines that the project was not completed within the required

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

26 contract between the applicant and the City and the requirements of this chapter.

27 F. The applicant may file an appeal of the Director's decision that a Final

28 Certificate will not be issued to the King County Superior Court within thirty (30) days of

29 receiving notice of that decision.

30

31 Section 5.72.090 Exemption -- Duration -- Limits

32

33 A. The value of new housing construction and rehabilitation improvements

34 qualifying under this chapter will be exempt from ad valorem property taxation for 10

35 successive years beginning January I st of the year immediately f6llowing the calendar year

36 after issuance of the Final Certificate of Tax Exemption.
37 B. The exemption does not apply to the value of land or to the value of

38 improvements not qualifying under fli i s chapter, nor does the exemption apply to increases

39 in assessed valuation of land and non-qualifying improvements, or to increases made by
40 lawful order of the King County Board of Equalization, the Washington State Department of

41 Revenue, State Board of Tax Appeals, or King County, to a class of property throughout the

42 county or a specific area of the county to achieve uniformity of assessment or appraisal as

43 required by law. In the case of rehabilitation of existing buildings, the exemption does not

44 include the value of improvements constructed prior to submission of the completed

45 application required under this chapter.

46
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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 descriptlon of any improvements or changes to the property made after

Ahe 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 34.05.5 10 through 34.05.598.

Section 5.72.120 Expiration of Program

9
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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 committee composed of the Directors of the

Department of Housing and Human Services, the Office of Strategic Planning, the

Department of Construct; on 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 Examiner are as follows:

Basis for hearing Fee

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 its 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

2

3 (SEAL)

City Clerk

I I
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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,

cnting RCW Chapter 84.14 to provide for exemption fromSubtitle 11 - Taxes, implen.

ad valorem property taxation for qualifying multi-family housing in designated

"-residential target areas within the City and designating certain areas as residential

ta~rgeted areas; and amending Seattle Municipal Code Section 3.02.125 relating to

Heali,pg Examiner fees.
Y

WHEREAS, Wa~4ington state law, RCW Chapter 84.14, adopted by the legislature in 1995,

provides fb~.the exemption from ad valorem property taxation for the value of

eligible impro-,,Tements 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 stimulking the construction of new multi-family housing and the

rehabilitation of existing ~, acant and underatilized buildings for multi-family housing

in areas where the City finds', there are insufficient residential opportunities; and

WHEREAS, the City Council finds th'At those areas within the City designated as urban

illagtei or residential urban villages in the Land Usecenter villages, hub urbail

Element of the City's Co;:nPrr.,hens'k'1ve Plan satisfv the renuirements of an "urban

center" as defined under RCW 84.14,,010(l); and

WHEREAS, the Comprehensive Plan anticipate~ certain levels of new housing production

within designated urban village neighbo.-Wods, and certain neighborhoods have

experienced minimal housing development,
I

particularly relative to the

Comprehensive Plan growth estimates; and

WHEREAS, the City finds that the areas designated as ~qidential targeted areas in this

Ordinance are each located within an urban villag8~-4s defined in this ordinance, that

each area lacks sufficient available, desirable and c~oli'yenient residential housing to

meet the needs of the public who would be likely to liVe in such area if desirable,

t,attractive and livable residences were available; and thaithe property tax exemption

program implemented by this Ordinance will encourage increased residential

opportunities within the City and stimulate the construction`~qf new multifamily

housing and the rehabilitation of existing vacant and underutilized buildings for

multifamily housing; and

WHERJEAS, certain areas within the City lack sufficient housing opportunities to meet the

needs of low and moderate income households who would be likel~~o 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

nneighborhoods with historic, cultural, architectural, e gineering or geographic

significance located within the City, as provided in those chapters of the Seattle

I
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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

V~HEREAS, 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

roperty tax exemption program to support and not hinder this goal;

NOW, THtR,_EFORE; BE IT ORDAINED BY THE CITY OF SEATTLE AS

FOLLOWS:

Section 1: A new 6hpter, Chapter 5.72, to be titled "Multifamily Housing Property Tax

Exemption OrdinanceN''s'nereby added to the Seattle Municipal Code, Title 5, Subtitle 11,

Taxes, as follows:

Section 5.72.010 Purp'hse

A. The purposes of t chapter are:

1. To encourage'niore multifamily housing opportunities within the City;0
2. To stimulate 'h, -const-tiction of new multifamily housing and the

rehabilitation of existing vacant and 4iderutilized buildings for multifamily housing;

3. To increase the supply of multifamily housing opportunities within the

City for low and moderate income households;

4. To accomplish the plann-in c-,oals required under the Growth Management
.

9 z,

Act, RCW chapter 36.70A, as i lemented by the City's Comprehensive Plan;mp .3 -

5. ~To promote community deve.lopment, affordable housing, and

neighborhood revitalization;

6. To preserve and protect buildin U, objects, sites, and neighborhoods with

historic, cultural, architectural, engineering or geog~aphic significance located within the

City; and

7. To encourage additional housing in a"reas that are consistent with planning

for LINK Light Rail by Sound Transit. \1

B. Any one or a combination of these purposes may be furthered by the desig-nation

of a residential targeted area under this chapter.

Section 5.72.020 Definitions

I

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 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 this-bhapter 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

offre,q, department or agency that shall succeed to its functions with respect to this chapter, or

his or Xr authorized designee.

D. "14-Quschold annual income" means the aggregate annual income of all persons

over eighteen (PS), years of age residing within the same household for a period of at least

one month.

E. "Median incolne" means annual median income for the metropolitan statistical

area that includes Seattle, ~§,Tnost recently estimated by the United States Department of

Housing and Urban
Develop`~nt, as adjusted for household size.

F. "Multi-family housing""m,
'

eans a building or townhouse having four or more

dwelling units designed for permaneftt~residential occupancy resulting from new

construction or rehabilitation or
conver'&amp;,,on

of vacant, uniderutilized, or substandard

buildings.

G. "Owner" means the property own~r, ofrecord.

H. "Permanent residential occupancy" m*s multi-family housing that provides

either rental or owner occupancy for a period of at Nast one month. This excludes hotels

and motels that predominately offer rental accommoc~ation on a daily or weekly basis.

1. "Rehabilitation improvements" means (1) mAfications to an existing structure

the residential portion of which has been vacant for at leas~ 12 months prior to application

for exemption under this chapter, that are made to achieve a~,ondition of substantial

I

compliance with the applicable building and construction cod s (contained in SMC Title 22;

tu\ror (2) modifications to an existing occupied residential struc r or mixed use structure that

contains occupied residential units, that add at least four
multi-~aqiily housing units.

J. "Residential targeted area" means an area within an urbai~village
that has been so

designated by the City Council pursuant to this chapter.

K. "Substantial Compliance", means compliance with the
appli6~ble building and

construction codes contained in SMC Title 22 that is typically required foY\ rehabilitation as

opposed to new construction.

I

\
"

'1%

1

L. "Urban village" as used in this chapter means a neighborhood that:
(lKis 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 tholi/

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

1'~
- A. Following notice and public hearing as prescribed in RCW 84.14.040, the

Couli ~
i I may designate one or more residential targeted areas, upon a finding by the Council

tin its s6l. discretion that the residential targe.ed area meets the following criteria:
ZD

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

2.
~

The residential targeted area lacks sufficient available, desirable and

convenient re dcntial 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:

housing; and

N) encourage increased residential opportunities within the City; or

b S timulate the construction of new affordable multifamily

(c) en&amp;qurage the rehabilitation of existing vacant and underatilized

buildings for multifamily housi
,

ri&amp;~

B. In designating a resid6htial targeted area, the Council may'also consider other

factors, including:

1. Whether additionaNousing in the residential targeted area will attract and

maintain an increase in the number of picrtmanent 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 perm ent residential population in the residential

targeted'area will help to achieve the pla ing g~',-,,,als 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
z,

k
distressed neighborhood or area within the City.

1\

C. At any time the Council may, by ordinance, fiNts 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 designatign.

D. The following areas, as shown in the attached appodices I through 9, are

designated as residential targeted areas under this chapter: \

1. Martin Luther King Jr. Wqy South at South 1~6flv Stree.1,
I

2. Pioneer Square

3. International District

d
4. 2 3L- Aven i

~ e S o, -fth at South Jackson

5. Westlake (Denny Triangle)

6. South P.~i-kl

7. Columbia City

8. Rainier Avenue South Q 1-90

9. Pike/Pine

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

appendices I through 9, then the entire lot shall be deemed to lie within sucfi~ 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

nits vithin a residential structure or as part of a mixed use development in which at leastu I

,at of the space within such residential structure or mixed use development isfifty peroq

intended 01-pen-narient residential occupancy.

C. F6~fJ
I
ew construction, a minimumof four new dwelling units must be created; for

rehabilitation or"o.p-nversion of existing occupied structures, a minimum of four additional

dwelling units must be added.

D. For rehab'~`,Iitation or conversion of an existing vacant building, the residential

porti. on of the buildifig s1l"--,

11 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 coMpliarice 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 residei~~ial tenants, as such term is defined in Section

I22.210.030(E) of the Seattle IM',micipal Code;

F. For new construction piqj ects where an existing rental housing structure that

contained four or more occupied dwellln~, units was demolished on the site of the new

project within 12 months prior to applicatt' on for exemption under this chapter, the owner

shall agree, on terms and conditions satisfact9ry to the Director, to replace any units within

such structure that were rented to tenants vAidjeceive 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 accomplislied 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;,,,pr 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 deterr'nines would otherwise be

converted to a use other than rental to tenants with such inconk.

(3) The replacement housing shall be completed,,,,and a temporary or

W from the date ofpermanent certi icate of occupancy shall be issued, within three y"
11

s

approval of the application, provided that the Director may extend
th.~,

time for completion if

the Director finds that: (i) the failure to complete the replacement ho~§ing is due to

circumstances beyond the owner's control; (ii) the owner has been actir~land may

reasonably be expected to continue to act in good faith and with due diligede,9; and (111) the

replacement housing will be completed within a reasonable time.

(4) Projects where the existing rental housing structure was demolished

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 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;

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 @ 1-90.

H. '-J-r, the following residonti a! targeted areas, at least 40% of the units in the project

shall be affordable at or below 60'Xi of median income for the first ten calendar years of

operation of the units:

(1) ?ike/Pine.

1. If the perceIntage 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 w`tol~ number.

J. For owner-occupiod projects, the contract with the City required under subsection

5.72.060(A) of this chapter slhall I 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 refi-isal under terms and conditions approved by the Director

~"s a bona fide offer to buy the property from an ownerexercisable in the event owner receive-,

whose household income exceeds the akfordability limits in subsection 5.72.020(A), giving

the City or its assignee the right to purchak the property on substantially the same terms as

such bona fide offer. Sucb rialit of first refi6l shall be included within the contract with the

City required under subsection 5.72.060(ek) of~',this chapter.

K. For new construction of multifamilOTusing, the applicant shall complete the

design review process under SMC Chapter 23.4 1,~w, hether or not the project would be

subject to design review under Chapter 23.41 if the 6,y4ner had not applied for property tax

exemption under this chapter. For projec-s not subject,to mandatory design review under

SMC 23.41,004, the applicant sEc-~11 cormplete administra'~iive
design review under SMC

23.411.016.

L. The applicant shall obtain a certificate of approvah, pen-nit, 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, C4pter 25.20, Chapter

25.22, Chapter 25.24, or Chapfor 25.23, relating to Landmark or Historical Districts, if such

certi icate of approval, permit or ot' er approval is required under
tho~e

chapters. Such

certificate of approval, permit or other approval shall satisfy the re
.

dr ment under

subsection J of this section that the applicant complete design review un'der SMC Chapter

23.41.

M. The project --must corrtply with all applicable zoning
requirem~'S', 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 ofrelease, 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.

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 owfitrl of property applying for exemption under this chapter shall submit an

application to the Dir&amp;ctor, on, a form established by the Director. The owner shall verify the

application by oath or affir-niation. The application shall contain such inforination as the

Director may deem necessary or useful, and shall include:

1. A brief wri-ten description of the project and preliminary schematic site

and floor plans of the multifarnil-y units and the structure(s) in which they are proposed to be

located;

2. A statement fr6in
'

the owner acknowledging the potential tax liability

when the property ceases to be eli-ble for exemption under this chapter; and

3. Information describinghow the applicant shall comply with the

affordability requirements in Subsectioi 5.72.040(G) and (H) of this chapter; and

4. In the case of rehabilitatilon of an existing vacant structure under Section

5.72.020(l)(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(l)(1),

and an affidavit from the owner verifying that thp existing dwelling units have been vacant

for a period of 12 naonths 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. 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 tvN,crty-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'zinformation, the Director

shall notify the applicant in writing if the Director determines that,,Ihe 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 bk..,the deadlines in this

section that the application is inco'mplete; however, a determination ofc-,ompleteness does

not preclude the Director from requiring additional information during th~
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 pennit under SMC Title 22.

E. If, on the effective date of this Chapter 5.72, the applicant has applied fdta permit

identified in subsection D of this section, then application for exemption under this s~ction

may be submitted any time prior to issuance of a building permit; provided that, for ri~w

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 alcertificate of approval, permit, or other approval as provided under Section

5.72.040(L).

Section 51,.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 4,Proved, the applicant shall enter into a contract with the City, subject to

approval by resolu.tion of tho City Council, regarding the terms and conditions of the project

and eligibility for e'."K..'emp6onunder this chapter. The City Council's resolution to approve

the applicant's co.-ttra'O.-, vv-itla tile City shall take place within 90 days of the Director's

receipt of the complef.6,application. Upon Council approval of the contract, the Director

shall execute the contracPas approved by the City Council, and the Director shall issue a

,Fptance
of tax exemption. The conditional certificate shallconditional certificate of a&amp;-,

expire three (3) years from tfic date of approval unless an extension is granted as provided in

this chapter.

C. If the avolication is de'nied, 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 tft-~
Director's denial of the application to the City

Council within thirty (30) days of recei of the denial. The appeal before the City Council

will be based'upon the record beforc the birector, and the Director's decision will be upheld

unless the applicant can show that there is ~i-o substantial evidence on the record to support

the Director's decision. The City Council's decision on appeal is final.

I

Section 5.72.070 Extension of Condition at,1,Certificate

The Conditional Certificate may be extended.by the Director for a period not to

exceed 24 consecutive months. The applicant shall si:~.mit a written request stating 'the

grounds for the extension together with a fee of $150.6Q' for the City's administrative cost to

process the request. The Director may grant an extensiont'if the Director determines that:

A. The anticipated faiihire to complete construction,'Pr
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 bellexpected to continue to act in

good faith and with due diligence; and

C. All the conditions of the original contract between th6~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 issu~arice of a

temporary certificate of occupancy, or a pen-nanent certificate of occupancy1f no temporary

certificate is issued, the applicant may request a Final Certificate of Tax Exe~~ption. The

applicant shall file with the Director such 'information as the Director may deehi necessary or

useful to evaluate eligibility for the Final Certificate, and shall include:

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

housing unit and the total expenditures made with respect to the entire property;

8
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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

P&amp;jod or any approved extension; and

4. Information on the applicant's compliance with the affordability

requi,.%~,Tents
in Subsection 5.72.040(G) and (H).

At the time of application for Final Certificate under this section, the applicant

shall pay io 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

r~-faj]d the fee fq the Assessor's administrative costs to the applicant.

C. Within"'30 days ofreceipt of all materials required for a Final Certificate, the

Director shall detefniiae whether the completed work is consistent with the contract between

the City and owner al."Id is qualified for exemption under this chapter, and which specific

improvements satisfy the requirements of this chapter.

D. If the Diredtor'doie,--mines that the project has been completed in accordance with

the contract between the app
1 ic -ant and the City and the requirements of this chapter, the City

shall file a Final Certificate o F Tax Exemption with the Assessor within 10 days of the

expiration-of the thirty-day pcriod, provided under subsection C of this section.

E. The Director is aulboilzed to cause to be recorded, or to require the applicant or

owner to record, in the real propcity records of the King County Department of Records and

Elections, the contract with the Cit'y 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 1-11ire,ctor deems appropriate for recording, including

requirements under this chapter relating t6.,affordability of units.

F. Th-e Director shall notify the apph.Fant in writing that the City will not file a Final

Certificate if the Director determines that the
%p'Tcject was not completed within the required

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

contract between the applicant and the City and thV requirements of this chapter.

G. The applicant may file an appeal of thOirector's decision that a Final

Certificate will not be issued to the King County SuOe~or Court within thirty (30) days of

receivina, notice of that decision.
ID

Section 5.72.090 Exemption -- Duration -- Limits

A~ The value of new housing construction and rehabifit,4tion improvements

qualifying under this chapter will be exempt from ad valorem p'fqerty taxation for ten (10)

successive years as provided in RCW 84.14.020(l).

B. The exemption does not apply to the value of land or to value of

improvements not qualifying under this chapter, nor does the
exemptfi~n 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 Washirigton
,

St,
ate Department of

Revenue, State Board of Tax Appeals, or King County, to a class of
propeft,~ throughout the

county or a specific area of the county to achieve uniformity of assessment 6r appraisal as

required by law. In the case of rehabilitation of existing buildings, the exe"on does not

include the value of improvements constructed prior to submission of the comlNeted

application required under this chapter.

9
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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'-~(Tax Exemption and each year thereafter, for a period of 10 years, the property

owner shall fil-r-1 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 follAing information:

1. X statement of occupancy and vacancy of the multi-family units during

the previous year;

2. A cartification that the property has not changed use since the date of

filing of the Final Certiricate of Tax Exemption, and continues to be in compliance with the

contract with the City and the requirements of this chapter;

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

the filina, of the Final Certificate or last declaration, as applicable; and
0

4. Informatioif4emonstrating the owner's compliance with the affordability

requirements of Subsections 5.72. 040(G) and (H).

B. Failure to submit the ai~niial 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 require ents of this chapter, or for any reason no longer

qualifies for the tax exemption, the tax exern-pt-ilon 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 all be canceled and additional taxes,

mterest 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 ce lied mail, return receipt

requested. The property owner may appeal the determinatio A, 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 3.0.,J390 at which all affected

parties may be heard and all competent evidence received. The Hearing Examiner will

affirm, in
'

odify, or repeal the decision to cancel the exemption based
,

on the evidence

received. The Hearing Examiner shall give substantial weight to theVirector's decision and

the burden of overcoming that weight shall be upon the appellant. A~,' aggrieved party may

appeal the Hearing Examiner's decision to the King County Superior Cgurt as provided in

RCW 34.05.5 10 through 34.05.598.

Section 5.72.120 Expiration of Program

'

e effectiveThe program established by this chapter shall expire four (4) years aft(:~,th

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



prpord25.doc

11/25/98 10:55 AM

2

3

Section 3. Section 3.02.125, Hearing Examih.er filing fees, which was last amended by

Ordinance 1165 94 is hereby amended at subsection A to add a hearing examiner fee for

appeal of cancellation of Property Tax Exemption. as follows-,

limits, and may include recommended pro ram. modifications.

for a cor~djtional certificate, extension of conditional certificate and final certificate shall be

processed a's provided in this chapter.

Section 2. Annually, beginning in 1999, a committee composed of the Directors, or their

designees, of flie Office of Housing, the Strategic Planning Office, the Department of

Construction and L,~-qd TUse, City Budget Office and Council Central staff, or such City

departments or agenciii~* that shall succeed to their functions with respect to this chapter,

shall review the programpstablished by this ordinance and provide a report to the City

Council outlining develop) 'ent activity, types and numbers of units produced and their

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

income households benefiting"from. the program, tax implications of the program, and other

appropriate factors. These
report~ may include recommendations on whether any

neighborhoods should be added or
.

Temoved, whether affordability limits should be changed

in certain areas, and will analyze an.,,
-

issues related to the use of the program for

homeownership units. In 2002, the
coh-,,.-n,',Ttee,

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 c program, an assessment of the affordability

SMC 3.02.125 Hearing Examiner filing fees.

A. Filing fees for hearings before the City Hearifig Ek4miner are as follows:

Basis for hearing Fee

Property Tax Exemption, cancellation of exemption (ch. 5.72"
IN

$50.00

to other projects or properties shall not be affected.

any reason held to be invalid or unconstitutional by any court of comp etent jurisdiction, such

invalidity or unconstitutionality shall not affect the validity or constit onality of the

remaining portions of the Multifamiy Housing Property Tax Exemptioftyrograrn. If any

section, subsection, paragraph, clause or any portion of any part is adjud Jed invalid or

unconstitutional as applied to a particular project or property, the applicatiQn of such portion

Section 4. The Multifamily Housing Property Tax Exemption Gt,,4inance is declared to be

severable. If any section, subsection, paragraph, clause or other p(3ttion of any part is for

11
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3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

Section 5., This ordinance shall take effect and be in force thirty (30) days from and after its

approvalb y thell, 4ayor, but if not approved and returned by the Mayor -,xithin 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 a~ffientication of its passage this _ day of 1998.

President of the City Council

Approved by me this day of 1998.

Paul Schell, Mayor

(SEAL)

12
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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 S-,attle,

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

C,'TiORD 1113237

was published on

1. 2 / 15- / 96

The amount of the fee
chargesorpe ftregoing

publication is

the sum of W t has been paid in full.

/ y81,tw 6,

Notary Public for the State of WashingU,
residing in Seattle

o""ATE OF WASHINGTON - KING COUNTYik"I

Affidavit of Publication
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