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family housing; creating a new Chapter 5.73 of -
the Seattle Municipal Code to implement 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, designating certain areas as
residential targeted areas, and providing for
annual program reporting.
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ORDINANCE /2 /U415

AN ORDINANCE relating to the development of multi-family housing; creating a new Chapter
5.73 of the Seattle Municipal Code to implement 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, designating certain areas as residential
targeted areas, and providing for annual program reporting.

WHEREAS, Washington state law, RCW Chapter 84.14, adopted by the legislature in 1995,
provides for the exemption from ad valorem property taxation for the value of eligible
improvements associated with qualifying multi-unit housing located in residential target

areas and authorizes the City to adopt necessary procedures to implement the State law;

and ' '

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

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

City's Comprehensive Plan satisfy the requirements of an "urban center" as defined under
RCW 84.14.010(1); and

WHEREAS, the City Council solicited public comment regarding designation of residential
target areas at public hearings on December 16,2003 and March 1, 2004 and at a Council
committee meeting on February 20, 2004; and

WHEREAS, the City finds that the areas designated as residential targeted areas in this
Ordinance are each located within an urban center 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 in
urban centers within the City and stimulate the construction of new multifamily housing
and the rehabilitation of existing vacant and underutilized buildings for multifamily
housing in urban centers having insufficient housing opportunities; 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
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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 will support and further the goals and purposes expressed in those provisions
of the Code; and

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

WHEREAS, Ordinance 119237 passed on November 30, 1998, enacted a property tax exemption

program that expired in 2002, and a new ordinance is required to enact a new program;
Now, Therefore;

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. A new Chapter 5.73, to be titled "2004 Multifamily Housing Property Tax
Exemption Program” is hereby added to the Seattle Municipal Code, to read as follows:
Section 5.73.010 Purpose
A. | The purposes of this chapter are:
1. To eﬁcourage more multifamily housing opportunities within the City;
2. To stimulate the construction of new multifamily housing and the rehabilitatioﬁ
of existing vacant and underutilized buildings for multifamily housing;
3.To i_ncfease the supply of multifamily hdusing opportunities Within the City for
low and moderate income households;

4. To assist in accomplishing the planning goals required under the Growth

| Management Act, RCW chapter 36.70A, as implemented by the Cify’s Comprehensive Plan, by

increasing the supply of multifamily housing opportunities in urban centers that are behind in
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meeting their 20-year residential growth targets, 1.., areas that have met 25% or less of their 20-
year residential growth target as indicated in the J anuary 2004 update to Appendix 1 of the
March 2003 Department of Planning and Development report “Monitoring bur Progress:
Seattle’s Comprehensive Plan;”
5. To promote community development, affordable housing, and
neighborhood revitalization in residential targeted areas;
| 6. To preserve and protect buildings, -obj ects, sites, and neighborhoods with
historic, cultural, architectural, engineering or geographic significance located within the City;
7. To encourage the creation of both rental and homeownership “workforce
housing,” i.e., housing affordable to households earning between 60% and 80% of median
income, that would not otherwise be developed by the market in residential targeted areas.
8. To encourage the creation of mixed-income housing that is affordable to
households with a range of incdmes.in residential targeted areas.
B. - Any one or more of these purposes may be furthered by the designation of a

residential targeted area under this chapter.

Section 5.73.020 Definitions

A. "Affordable rent” ineans that the annual rent for the unit does not exceed 30% of
the percentage of median annual income designated by this chapter for qualifying units for the
residential targéted area in which the unit is located.

B. “Affordable Unit” means a unit that is rente_d at an Affordable Rent to an Income

Eligible Occupant.
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C. "Assessor” means the King County Assessor.
D. "Director" means the Director of the City's Office of Housing, or any other City

office, department or égency that shall succeed to its functions with respect to this chapter, or his
or her authorized designee |

E. “Econbmically Distressed Area” means all or a portion of 2 Housing Investment
Area designated in the 2004 Update to Seattle’s Consolidated Plan for Housing and Community |
Development, adépted by Ordinance 114710.

, F . "Household annual income" means ;che. aggregate annual income of all persons
over eighteen (18)‘ years of age reéiding within the same household for a period of at least oné
month.

G. "Income Eligibie Occupant” means that the household annual income at initial

occupancy of the tenant household that will occupy the rental unit, at the time of the tenant

|| household's initial occupancy, is no greater than the percentage of median income designated in

this chapter. A person shall not cease to be an Income Eligible Occupant solely because the
household annual income exceeds the annual income liﬁit set forth in thisv chapter after the date
of initial occupancy.

H. "Médiaﬁ income" means annual family median income for the Seattle-Bellevue- '
Everett Primary Metrdpolitan Statistical Area, as published from time to time by HUD, and as
adjusted for househgid size according to the method used by HUD for income limits in

subsidized housing. For purposes of rent limits, median income-generally is adjusted according

| to the presumed family size based on the number of bedrooms in a unit, consistent with HUD

rules for the HOME program.
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L. "Multifamily housing” means a building or buildings, having four or more

dwelling units in each building, designed for permanent residential occupancy resulting from

new construction or rehabilitation or conversion of vacant, underutilized, or substandard

buildings.
J. "Owner" means the owner of record of the multifamily housing.
K. "Permanent residential occupancy" means multifamily 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 accommédation ona ciaﬂy o-r'vs./eékly basis.
- L. “Project” means a building or buildings located or to be located on real property
owned by one owner.
M. | "Rehabilitation improvements" means (1) modifications to an existing building,
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 Chapter 22; or (2)

{| modifications to an existing occupied residential building or mixed use building that contains

occupied residential units, that add at least four multifamily housing units.

N. "Residehtial targeted area” means an area within an urban center that has been so
designated by the City Counéil pursuant to this chaptei;.

O. "Substantial Compliance” means compliance with the applicable building and
construction codes contained in SMC Chapter 22 that is typically required for rehabilitation as

opposed to new construction.
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P. "Urban center" has the same meaning as “urban center” as defined in RCW

84.14.010, and for purposes of this chapter includes, among other areas, any neighborhood that 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.

Section 5.73.030: Residential Targeted Areas -- Criteria — Designation.

A. Following notice and public hearing as prescribed in RCW 84.14.040, the Council
may désignate one or more residential targeted areas upon a finding by the Council in its sole
discretion thét the residential targeted aréa meets the foilo;vving criteria:

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

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

3. Providing additional housing opportunity in the residential targeted area

|| will assist in achieving one or more of the following purposes:

a. Encourage increased residential opportunities within the City; or ‘
b. Stimulate the construction of new affordable multifamily housing;
or

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:
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I. Whether an increased permanent residential population in the residential

targeted area will help to achieve the planning goals mandated by the Growth Managément Act

under RCW 36.70A, as implemented through the City's Comprehensive Plan for those urban

centers that are behind in meeting their 20-year residential growth targets in the Comprehensive |

Plan, i.e., areas that have met 25% or less of their residential growth target, as indicated in the
January 2004 update to Appendix 1 of the March 2003 Department of Planning aﬁd
Development report “Moﬁitoring Our Progress: Seattle’s Comprehensive Plan;”

2. Whether the area is an Economically Distressed Area;

3. - Whether the City has identified the area or neighborhood by Resolution as

one in which the City wants to encourage the development of mixed-income housing, including -

affordable housing;

4. Whethe‘r the area or neighborhobd was designated as a residential targeted
neighborhood in the Cit&"s prior Multifamily Tax Exemption program, RCW chapter 5.72, and is
one in which the City wants to eﬁcourage the development of mixed-income housing, including
affordable housing. |

C. At any‘time the Council may, by ordinance, in its sole discretion, amend or
rescind the desigﬁation of a residential targeted Area pursuant to the same procedural
requirements set forth in RCW 84.14.040 for original designation.

D. The fqﬂowingva;reas, as shown in Attachment A, Maps 1 through 17, are
designated as residential targeted areas under this chapter:

| 1. 23" & Jackson-Union

2. Bitter Lake

e

(&
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3. Capitol Hill
- 4. Chinatown-International District
5. Columbia City
6. Denny Triangle
7. First Hill
8. MLK @ Holly |
9. North Beacon Hiﬂ
10. North Rainier
11. Northgate
12. PionegrﬁSquare
13. Rainier Beach
14. South Lake Union
15. South Park |
16. University District NW |
17. Delridge/Westwood-Highland Park

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

|| Attachment A, Maps 1 through 17, then the entire lot shall be deemed to iie within such

residential targeted area.

Section 5.73.040 Eligibility

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

v housing must satisfy all of the following requirements:
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A. The multifamily housing must be located in a residential targeted area.
B. The multifamily housing must be part of a residential or mixed-use project

| (combining residential and non-residential), in which at least fifty percent of the gross floor area

within such project is intended for permanent residential occupancy.

C. For new construction, a minimuxﬂ of four new dweiling units must be created; fo.r
rehabilitation or éonversion of exisﬁng occ’lipied structures, a minimum of four additional
dwelling units must be added.

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

E. For rehabilitation or conversion of éxisting occupied buildings, there shall be no
"diépiacement" of existing residential tenants, as such term is defined in Section 22.210.030(E);

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

1. For the first ten calendar years of operation of the replacement units, thé

repiaéement units shall be affordable at or below 50% of medién- income.
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2. Replacement may be accomplished either as part of the new construction

fof which application for exemption is made under this chapter, or through the new construction
of additioﬁal multifémjiy housing at another location, or through the substantial rehabilitation of
vacantk multifamily housing, or through the preservation of multifamily housing thaf is rented at
the time of applicgtion to tenants with household annual income at or below 50% of median
income, and that the Director determines would othérwise be converted to a use other than rental
to tenants with such iﬁcome.

» 3. The replacement housing shall be completed, and a temporary or
perrhanent certificate of occupancy shall be issued, within three years from the date of approval
of the application, proy‘ided that the Director may extend the time for completion if the Director
finds thét: | |

a. The failure to complete the replacement‘ housing is due to
circumstances beyond the owner’s control;

b. The oW_ner has been acting and may reasonably be expected to
continue o act in good faith and with due diligence; and

c.  The replacemenf, housing will be completed within a reasonable
time. |

4. Where the existing rental housing building was demdishéd before the

effective date of this Chapter 5.73, the requirements of this subsection do not apply.

G. Multifémily Housing Rental ProjectsQ-Affordabiiity and Right of Firsf Offer.

1. Affordability. For rental multifamily housing, an owner shall comply with

‘one of the following:

10
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a. A minimum of 20% éf the units éhall be rented at Affordable Rents
td Income Eligible Occupants whose household income is at or below 60% of Median Income;

| b. “A minimum of 25% of the units shail be rented at Affordable
Rents to Income Eligible OCcupénts whose household income is at or below 65% of Median
Income; or ‘

C. A minimum of 30% of the units shall be rented at Affordable Rents

to Income Eligible Occupants whose household income is at or beiow 70% of Median Income.
2. Right of First Offer.

a. The City or its assignee shall have and retain, for the life of the
exemption granted under this chapter and for one additional year thereafter, a written right of first
offer under terms and conditions approved by the Director consistent with this subsection.

b.  Such right of first offer shall be included in the contract with the
City rgquired under subsection 5.73.060 of this chapter. |

c. This right of first offer shall require that the owner, prior to placing

owner’s intent to sell the rental multifamily housing. Following receipt of the owner's notice of

intent to sell, the City dr the City's assignee shall have twenty (20) days to presént the owner with
a written offer setting forth the price, terms and ¢0nditions under which the City or its assignee is|
prepared to purchase the rental multifamily housing.

d. Upon receipt of the offer, the City of its assignee shail have thirty

11
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containing the price, terms and conditions described in the offer or other price, terms and
conditions agreed to by the parties.

e.  Inthe event that the owner submits a notice of intent to sell to the

City and no sale to the City or its assignee occurs for reasons not the fault of the OWner, the

owner shall not, with thé exception provided below, have further ébligations under this provision
for a period of one year from the date the notice is received by the City. Providéd, however, that
in the event the City or its assignee makes an offer to purchase the rental muitifamily housing but
no sa1¢ occurs, the owner may not offer thé rental mdtif@iiy housing for sale to a third party at
a price and under terms and conditions more faw;orablg to the buyer than the terms offered by the
City for a period of one year from the date the offer is received by the owner.

H. OWner-oécupied Multifamily housing projects—Affordability and Right of First
Refusal.

Lo Affordabiiity.

a. For owner-occupied multifamily housing, units eligible for the
exemption must have a sales price at initial sale éfter‘ the grant of exemption that does not exceed
the FHA mortgage limit for Seattle, as adjusted annually, and must be sold to.households with
incomes at time of purchase at or below 80 percent of Median Income.

b.  The contract with the City required under Section 5.73.060 of this
chapter shallkidentify those units that are designated to meet th¢ affordability requirements of this

subsection H.
2. Right of First Refusal. For those owner-occupied units identified to meet

the affordability requirement under this subéection H, the City shall have and retain, for the life

12
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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 the owner receives a bona fide offer|

to buy the property from an owner whose household income exceeds the affordability limits in
this Section 5.73.040, 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
in the contract with the City réquired under Section 5.73.060 of this chapter.

L The affordability requirements contained in subsections G and H apply for the

.perio'd of time the multifamily housing is receiving the tax exemption. If, in calculating the

number of units needed to comply with the affordability requirements of Subsection G, the

resulting number of Affordable Units is a fraction, then the number of Affordable Units shall be |

rounded up to the next Whole number.

J. The rmx and configuration of housing units (e.g., studio, one-bedroom, two-
bedroom, etc.) used to meet the affordability requirements of suBsection G shall be substantially
proportional to the mix and configuration of the total housing units in the project; provided that
all units of two or more bedrooms may be combined into a single category for the purpose of
compliance with this proyision. When the project contains more than one building, all of the
Affordable Units requi;'ed by subsection G may not be located in the same building.

K. Affordable Units required under subsection G shall have subétantiall-y the same
level of interior fixtures and quality of finish as market rate units in the project.

L. For new construction of multifamily housing, the applicant shall complete the
design review process under Chapter 23.41, whether or not the mu}tifamily housing would be

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

13
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exemption under this chapter. For multifamily housing not subject to mandatory design review
under Section 23.41.004A, the applicant shall complete administrative design review under

Section 23.41.016.

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

Districts, or those provisions of Chapter 25.16, Chapter 25.20, Chapter 25.22, Chapter 25.24,‘0r
Chapter 25.28, relating to Landmark or Historical Dastricts, if such certificate of approval, permit
or other approval is required under those chapters. Such c‘ertiﬁcate of approval, bermit or other
approval shall satisfy the requifement under subsection L that the applicant complete design
review if design review is not mandatory under Section 23.41.004A.
N. The multifamily housing must comply with all applicable zoning requirements,

land use regulationé, and building and housing code requirements contained in Chapters 22, 23
and 25 of the Seattle Municipal Code.

- 0. For the duration éf the exemption granted under this chapter, the multifamily

housihg and the property on which it is located shall have no violations of applicable zoning

Chapters 22, 23 and 25 of the Seattle Municipal Code for which the Department of Planning and
Development has issued a notice of violation that is not resolved by a certificate of compliance,
certificate of release, or withdrawal within the time period for compliance provided in such
notice of violation and any extension of the time period for conipliance granted by the Director of

the Department of Planning and Deveidpment.

14
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P. New construction of multifamily housing and rehabilitation improvements must

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

Section 5.73.050 Application Procedure -- Fee

A. The owner of multifamily housing applying for exemption under this chapter shall

submit an application to the Director, on a form adopted by the City Council. The owner shall

the Director may deem necessary or useful, and shall_inciude: .

1. A brief written description of the multifamily housing, and preliminary
schematic site and floor plans of the multifamily housing units and the struéturc(s) in which théy
are proposed to be located;

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

| 3. Information describing how the applicant will corﬁply with the
affordability requirements in Subsections 5.;13.040 G and H of this chapter; anci

| 4. | In the case of %ehabilitaﬁon improvements to an existing vacant building‘
under Section 5,73;020 K 1, verification from the Department of Planning and Development of

non-compliance with applicable building and housing codes as required under Section 5.73.020

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

B. At the time of application under this Séction, the applicant shall pay to the City an|

15
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uses for which a tax exemption is sought under this chapter, or $4,900.00 if the multifamily
housing project contains any non-residential use.

C. The Director shall notify the applicant within twenty-eight (28) days of the
application being ﬁled if the Director determines that an apphcatlon is not complete and shall
1dent1fy what additional information is required before the application will be complete. Wﬂ;hm
twenty-eight (28) days of receiving additional information, the Director shall notify the applicant
in writing if the Director determines that the application is still not complete, and what additional
information is necessary. An application shall be deer’ried to be coméiete if the Director does not
nétify 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. The application shall be submitted any time before, but no Iafer than, the date the
building permit under Seattle Municipal Code, Chapter 22, is issued.

Section 5.73.060 Application Review -- Issuance of Conditional Certificate -- Denial

—Appeal--Recording of Contract

A. The Director shall approve or deny an application under this chapter within ninety
(90) days after a complete application is submitted to the Director.

B. If the application is approved, the applicant shall enter into a contract With the
City, subject to approv;dl by resolution of the City Council, containing the terms and conditions

and eligibility for exemption under this chapfer. The City Council's resolution to approve the

16
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-applicantis contract with the City shéll be adopted within one hundred twenty (1’20) days of the
Director's receipt of a complete application. |

C. The Director is authorized to cause to be recorded, dr to require the applicant or
owner to record, in the real property records of the King County Department of Records and
Elections, the contract of such other document(s) as will identify such terms and conditions of
eligibility for exemption under this chapter as the Director deems appropriate for recording,
»including the affordability requirements under this chapter. -

D. Upon Council approval of the contract, the Director shall execute the contract as
approved by the Ciw Council, and shall issue a conditional certificate of acceptance of tax
exemption. The conditioﬁal certificate shall expire three (3) years from the date of approval
unless an extension ié granted as provided in this chapter.

E. If thé 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.

F. An applicant may appeal the Director's denial of the application by filing an

Happeal to the City Council with the City Clerk 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 in the record to support the Director's decision. The City Council's decision on appeal is

final.
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Section 5.73.065 Amendment of Contract

A. An applicant may seek an amendment of the contract approved by the City
Council by suEmitting greqﬁest in writing to the Director at any time within three years of the
date of _the Council’s aj:proval of the contract.

| B. The Diréctor shall have authority to approve amendments to the contract between
the applicant and the City that are within the scope and intent of the initial contract approved by
the City Council. Amendments that are not reasonably within the scope and intent of the initial
approved contract, as determined by the Diredor, shall be subﬁaitted to the. City Council for
approval by resolution.

C. An applicant seeking amendments to the approved contract, which in the sole
discretion of the Director require approval by the City Council, shall pay to the City an
amendment application fee of $500.00. If the City Council denies the amendment, the Cify will
retain that portion of thé fee attributable to its own administrative costs and refund the balance, ‘if
any, to the applicant.

D.  The date for expiration of the Conditional Certificate shall not be extended by
contract amendment unless: |

1. All the conditions for extension set forth in Section 5.73.070 are met; or
2. The conditions set forth in Section 5.73.070 A and B are met and the City

Council specifically approves the extension.
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Section 5.73.070 Extension of Conditional Certificate

The Conditional Certificate may be extended by the Director for a period not to exceed
twenty-four (24) consecutive months. The appiicant shall submit to the Director a written request
stating the grounds fqr 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. ’fhe anticipated failure to complete new construction or rehabilitation
improveménts 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 thé coﬁditions of the original coﬁt;ract between the applicant and the City will

be satisfied upon completion of the project.

Section 5.73.080 Final Certificate -- Application -- Issuance -- Denial and Appeal

A. Upon completion of the rehabilitation improvements or new éonstruction as
provided in the contract between the éppiicant 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 applicam 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 housing unit and

the total expenditures made with respect to the entire multifamily housing project;

19
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2. A description of the completed work and a statement of qualification for

the exemption;
3. A statement that the work was completed within the required three-year
period or any approved extension; and |
4. Information on the applicant's compliance with the affordability
requirements in subséctidns 5.73.040 G and H.

B. At the time of applicaﬁon for Final Certificate under this section, the applicant
shall pay to the City a fee of $150.00 to cm‘fer the Assessor's ladministrative. costs. If the Director
approves the application, the City will forward the fee for the Assessbr’s adxﬁinistrative costs to
the Assessor. If the Director denies the application, the City will refund the fee for the Assessor's
administrative costs to ihe applicant.

C. Within 30 days of receipt of all materials required for a Final Certificate, the
Director shall determine whether the completed multifamily housing is consistent with the
contract between the City and owner, and Whéthe: it satisfies the requirements of and is qualified
for exemption under this chapter.

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

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

Certificate if the Director determines that the multifamily housing was not completed within the

20
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réqﬁired three-year period or ény approved extension, or was not completedk in accordance with
the contract between the applicant and the City‘ and the reqﬁirements of this chapter.

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

of that decision.

Section 5.73.090 Exemption -- Duration -- Limits

A. The value of new housing construction and rehabilitation improvements
qualifying under this chapter will be exempt from ad valorem property taxation for ten (10)
successive years as provided in RCW 84. 14.020(1),

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

|| improvements not qualifying under this chapter, nor does the exemption apply to increases in

assessed valuation of land and non-qualifying improvements, or to increases made by lawful
order of the King County Board of Equalization, the Washington State Department of Revenue,
State Board of Tax Appeals, or King County, to a class 6f property throughdut the bounty ora
specific area of the county to achieve uniformity of assessment or appraisal as required by law. In
the case of rehabilitation improvements under Section 5.73.020 K (1), the exemption does not
include the value of improvéments constructed prior té submission of thé completed application |

required under this chapter.

Section 5.73.100 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 oWner shall
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file a certification with the Director, verified upon oath br.afﬁrmaﬁon, which shall coﬁtain 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 multifamily housing units
during the previous year; |
| 2. A certiﬁcation that the multifamily housing has not changed use since the

date of filing of the Final Certificate of Tax Exemption, and continues to be in compliaﬁce with
the contract with the City and the requirements of this chapter;

3. A description of any improvements or changes to the multifamily housing
made after the filing of the Final Certificate or last declaration, és applicable; and

4. Information demonstrating compliance with the affordability requirements
of Subsections 5.73.040 G and H. |

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

exemption.

Section 5.73.110 Cancellation of Tax Exemption -- Appeal

Al If at any time the Director determines that the multifamily housing no longer
complies with the ter@s 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 multifamily housing to another use, the owner

must notify the Director and the King Counfy Assessor within 60 days of the change in use.
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penalty imposed pursuant to State law.
C. Upon determining that a tax exemption shall be canceled, the Director shall notify

the owner by certified mail, return receipt requested. The owner may appeal the determination by

legal basis for the appeal. The Hearing Examiner will conduct a hearing pursuant to Section
3.02.090 at which all affected parties may be heard and all competent evidence received. The
Hearing Examiner shall affirm, quify, or reversé the decision to cancet the exemption based on
the evidence received. The Hearing Examiner shall give substantial weight to the Director's |
decision and the burden of overcéming that weight shall be upon the appellant. An aggrieved ‘
party may appeal the Heaﬁng Examiner's decision to the King County Superior Court as

provided in RCW 34.05.510 through 34.05.598.

Section 5.73.120  Expiration of Program.

| The program established by this chapter shall expire on December 31, 2009, unless
extended by the City Council by ordinance. Upon expiration, no further applications er a
conditional certiﬁcéte of tax exemption shall be accepted. Incomplete applications shall be
returned to the applicént. Pending complete 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 2005, a committee composed of the Directors, or their

designees, of the Office of Housing, the Department of Finance, the Department of Planning and

Development, or such City departments or agencies that shall succeed to their functions with

respect to this chapter, and a member City Council central staff, shall review the program
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established by this ordinance and provide a written report to the City Council outlining
development activity, types and numbers of units produced and their locations, rent and sales
prices, information regarding the number of low and moderate income households benefiting
from the program, the total amount of tax exempted annually and cumulativély, the impact of
the tax exemption on individual homeowners of the City, and other appropriate factors. These
reports may include recbnunendations on whether any neighborhoods should be added or
removed, whether affordability limits should be changed in certain areas, and will include
analysis of any issues related to the use of the program for homeownefship units. The annual
report shall be submitted to City Council no later than March 3 0 of each yeaf the program is in
effect, starting in 2005. Each report shall include information for the previous year. In June of
2008 the committee ‘shaH complete a comprehensive review and provide a Written report to the
City Council regarding the effectiveness olf the program. Such review shall include the items
included in the annual feports as well as the costs and benefits of the program, an assessment of

the affordability limits, and any recommended program modifications.

Section 3. The City Council hereby adopts the application for the Multifamily Tax
Exemption Program in substantially the form attached as Attachment B.

/
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Section 4. The provisions of this Ordinénce, inclﬁding the provisions of Seattle Municipall
Code chapter 5.73, the 2004 Multifamily Housing Property Tax Exemption Program, are

declared to be severable. If any section, subsection, paragraph, clause or other portion of any part

is for any reason held to be invalid or unconstitutional by any court of competent jurisdiction,

such invalidity or unconstitutionality shall not affect the validity or constitutionality of the
remaining portiohs of this Ofdinanc-e and the 2004 Multifamily Housing Property Tax Exemption
Program. If any section, subsection, paragraph, clause or any portion of any part is adjudged
invalid or unconstitutional as applied to a particular buﬂding, project or property, the application

of such portion to other buildings, projects or properties shall not be affected.

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 ;5"’ day of M 2003, and signed by me in open

session in authentication of its passage this \‘5”\" day of _{Ngn e\, 2003,

Approved by me this
| «\mﬂ» ‘ Qs:‘i((.‘,é;"f""'i'»'rif?}é g‘rz.-;::-u:%,.“m.,.
Gregorﬁg . Nickels, Mayor 3
‘ g ~ [ S ,-“"ﬂ‘u % s
Filed by me this {9 _day of /) 41 ;.20933%
» ?‘““@“" PN d":ﬁ ; ‘f
SREIRY] (o Vi
City Clerk o

(Seal)
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Attachments
Attachment A — Maps of Residential Targeted Areas

Attachment B — Form of Application for MFTE
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Map #3: Capitol Hili,
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Map #5: Columbia City Map #6: Denny Triangle
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Map #11: North Rainier
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Rainier Beach

Map #13

Map #12: Pioneer Square

BATHCE;

NI T

» South Park

Map #15

—.,

.

X

STRENTON X

SROSEST. N

o AV HLL

ion

Map #14: South Lake Un




Map #16: University District NW

e ANNT




Map #17: Delridge/Westwood-Highland Park




R R s T = " I SO

e = T Ve - Y S T ~ I N T - SR S N & S - 7S R o T =)

Traci Ratzliff

MFTE Ordinance.doc
3/15/04

‘version #3

ATTACHMENT B

APPLICATION

Property Tax Exemption for Multifamily Housing
{(Pursuant to Chapter 5.73 of the Seattle Municipal Code)

Applicant’s Information

Owner:
Address:
| Phone: FAX:

e-mail:

Owner’s

Representative:

(if applicable)

Address:
Phone: ” ' FAX
e-mail:

Note: This application is intended to be signed by the building owner of record or designee. The _
application may be rejected or additional documentation required if the signer is other than the
building owner of record.

Property Information

Interest in property: :
[ ]Fee Simple [ ] Contract purchase [ ] Other (describe)
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County Assessor’s parcel account number(s):

Street Addiess:

Legal Description (Attach separate sheet if needed):

Residential Target Area (See SMC 5.73.030(D)):

Project Information

Project Name or Designation:
Brief written description of the project (preliminary conceptual design, description of unit finishes, site plan and

floor plans of the units and structure must be submitted with this application):

Type of Project (check all that apply):
[ 1 Residential Rental { ]Residential For-Sale [ ] Mixed Use

Number of Dwelling Units Proposed: Rental For Sale Total

Floor area: Building total (sq. f1.) For permanent residential occupancy (sq.

f.y*

*Include residential common areas, circulation and mechanical space, and residential parking in calculation of residential square

footage. Exclude residential units offered for rent for periods of less than one month. "Residential parking” inctudes: (1)
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parking required by the Seattle Land Use Code as accessory to residential use; (2) resident parking included in lease or sale

price of residential units; (3) parking restricted by agreement to use by residential owners or tenants.

Unit Informatidn

Unit Type #of Approx. Projected rent or # of units . . Projected rent or sales
(# BRs) units avg. sf. sales price (affordable) price

(market rate} (affordable units)
Total

Non-residential Space (if applicable)

Description Floor Area (sq. ft.)

Projected total cost of new construction/rehabilitation: §
(Number should agree with Form 1. Exclude cost of land.)

Estimated construction start date: Expected completion date:
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List permits and approvals obtained as of the date of tax exemption application:

CHECK ALL THAT APPLY:

[ ] New Construgtion. Will any occupied housing units be demolished? [1YES {]
NO

Were any occupied housing units demolished in the past 12 months on this site? [ ] YES [ ]
NO

Date of demolition (if known):

# of existing units to be demolished # of units demolished in past twelve months

[ 1 Rehabilitation of Vacant Units. # of vacant housing units

Date units last occupied: Building [ 1is[ }is not in compliance with applicable

building and housing codes (DPD verification required—please attach).

[ ] Rehabilitation of Occupied Units. Will four or more additional units be created as part of g
rehabilitation project? [ ] YES [ INO

If yes, will any residents be displaced as part of this project? [ ] YES [ JNO

Attachments to Application

Please attach and check the following:

[] Preliminary conceptual design, including site plan and floor plans of the multifamily units

and the overall structure. }
[ 1 = Preliminary development budget (Form 1 or equivalent)
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L ]b Rentals only. Preliminary operating pro forma. (Form 2 or equivalent)

[1] | Repreéentative photographs of site ahd exterior of any existing structures (color photocopy is
acceptable) |

[ ] For rehabilitation of an existing vacant structure, verification from DPD of non-
compliance with é?plicable building and housing codes.

[] Application fee of [ ] $3,800 for residential use buiiding, or [ ]1%4,900 for mixed

residential and non-residential use building. Checks should be made payable to the City

of Seattle.
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Statement of Potential Tax Liability

If the exemption is canceled for non-compliance an additional tax will be imposed that includes: |

(a) the difference between the tax paid and the tax that would have been owed if it had included
the value of the nonqualifying improvements dated back to the date that the improvements
became nonqualifying; (b) a penalty of 20% of the difference; (c) interest at the statutory rate on
the tax and penalties calculated from the date the tax would have been due without penalty if the
improvements had been assessed without regard to the exemptions provided by Chapter 84.14

RCW and Chapter 5.73 SMC.

Owner’s initial;

Certification

As owner(s) of the land described in this application, I hereby indicate by my(our) signature(s)
below that I{we) are aware of the additional tax liability to which the property will be subject if
the exemption authorized by Chapter 84.14 RCW and Chapter 5.73 SMC is canceled. I/We
declare under penalty of perjury under the laws of the State of Washington that the above

information and any attachments are accurate and correct to the best of my(our) knowledge.

For rehabilitation of a vacant building:
I certify that the existing dwelling units have been vacant for a period of twelve months prior to

the filing df this application. [ ] YES { 1 NO [ ]not applicable

Owner’s Signature ' Date
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Print Name

Owner’s Signature

Print Name

33
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Supplémental Information

The following infbrmai‘ion is requested for overall program evaluation purposes, and will not be

considered in the decision to approve or reject your application.

1. Please list, by street address, other multifamily housing projects you have developed in
the past ten years. Indicate number of units in each project. (Attach separate sheet if

needed.)

2. Please list any public financial assistance or incentive programs (grants, loans, tax credits,

bonus FAR, TDR, etc.) you intend to use to help finance the proposed project.
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3. Did the ability to obtain a property tax exemption for your project make a difference in

your decision to develop the project? If so, in what way?
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@ City of Seattle

Gregory J. Nickels, Mayor
Office of the Mayor

Tuly 22, 2003

Honorable Peter Steinbrueck
President

Seattle City Council
Municipal Building, 11" Floor

Dear Council President Steinbrueck:

The attached ordinance readopts the Multifamily Property Tax Exemption Program as a tool to
stimulate housing production in targeted neighborhoods in order to achieve goals established through
neighborhood plans. Legislation originally setting up the program in 1998 included a four-year
sunset clause, ending in December 2002. New legislation is needed to continue the program.

The Office of Housing has issued a detailed Evaluation Report at Council's request. That report
provides a thorough analysis of program accomplishments and costs vs benefits. It makes a number
of recommendations for program changes to help improve program use and efficiency. The attached
legislation incorporates these changes.

Recently, City Council has discussed the need for more housing in certain neighborhoods in need of
revitalization. In paticular, the need for increased housing production has been identified by Council
for Northgate, South Lake Union and the University District. The Multifamily Property Tax
Exemption Program is an important program incentive tool that can help stimulate needed housing in
these neighborhoods, as well as for other revitalization areas.

Thank you for your consideration of this legislation. Should you have any questions, please contact
Katie Hong at 615-1561.

Sincerely, S

5}’0 e, -

GREG NI \3
Mayopﬂf Seax;gie L

N

ce: \Ho\norabieéembers of the Seattle CJ ; Councﬂ

600 Fourth Avenue, 12 Floor, Seattle, WA 98104-1873
Tel: (206) 684-4000, TDD: (206) 684-8811 Fax: (206) 684-5360, E:mail: mayors.office@ci.seattle.wa.us
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon req
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MFTE Fiscal Note.doc
Version #6
Form revised April 22, 2003
FISCAL NOTE FOR NON-CAPITAL PROJECTS
Department: Contact Person/Phone: DOF Analyst/Phone:
| Office of Housing | Eric Pravitz/4-0362 | Janet Credo/4-8687 %
Legislation Title:

AN ORDINANCE relating to the development of multi-family housing; creating a new
Chapter 5.73 of the Seattle Municipal Code to implement 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, designating certain areas as residential
targeted areas, and providing for annual program reporting.

¢ Summary of the Legislation:
This legislation will create a new chapter of the Seattle Municipal Code to provide for

the renewal of the Multifamily Property Tax Exemption Program. The renewed
Multifamily Property Tax Exemption Program will increase the number of residential
target areas, standardize the affordability requirement, and change the fee structure to
more accurately reflect the cost of administering the program.

¢ Background:
In November 1998 the City Council by Ordinance 119237 created the Multifamily

Property Tax Exemption Program. The program expired at the end of 2002. A report
to Council was prepared which describes the lessons learned from 1998 through 2002
and provided a list of recommendations for changes to the program. These changes
have been incorporated into this legislation.

The purpose of the property tax exemption for multifamily housing development is to
stimulate the construction of new multifamily housing and the rehabilitation of
existing vacant and underutilized buildings for multifamily housing while meeting the
City}’s goal of increasing the stock of affordable housing.

Developers interested in utilizing the Multifamily Property Tax Exemption Program
must have a conceptual project located in a targeted neighborhood, and agree to
maintain a minimum of 25% of the units affordable to those earning no more than
80% of area median income adjusted for family size, for the duration of the property
tax exemption. Subsequent to approval of their application, execution of a contract
with the City, and completion of the project, a certificate of tax exemption may be
issued which will exempt the assessed value of the residential portion of the building
from property taxes for a period of up to 10 years.
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The exempted portion of the assessed value of a project receiving the tax exemption
is shifted and spread amongst the taxable properties in the City of Seattle. Assuming
that the typical project receiving the property tax exemption has $6,000,000 in
eligible exempt assessed value, the taxes shifted for that year would be $61,807.80.
The effect on the annual property tax bill of an owner of an average value home in
Seattle, ($321,000), would be an additional 24.7 cents. Additional information and
analysis on the Multifamily Property Tax Exemption Program can be found in the
Evaluation Report dated June 17, 2003.

e Please check one of the following:

This legislation does net have any financial implications. (Stop here and delete
the remainder of this document prior to saving and printing.)

X __ This legislation has financial implications. (Please complete all relevant
sections that follow.)

Appropriations (in $1,000s): (Please only reflect the dollar amount actually
appropriated by this legislation.)

Fund Name and Department | Budget Control | 2004 Anticipated
Number Level* Appropriation
Miscellaneous Office of | XZ460 $23.4
Housing Fund 16460 Housing
Office of Housing Office of | XZ600 $23.4
Operating Fund 16600 Housing

TOTAL

* This is line of business for operating budgets, and program or project for capital
improvements (same as table below)

Notes: This anticipated appropriation reflects the projected receipt in 2004 of $23.4 in
application fees into subfund 16460. These funds will then be transferred out of subfund
16460 and deposited into OH’s Operating fund 16600 (transfer out reflected in the
Spending Table below). This transfer is necessary in order to pay staff since all staff
salaries/benefits come out of the Office of Housing Operating Fund.
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Anticipated Revenue/Reimbursement (in $1,000s) Resulting From This Legislation:

Fund Name and Department | Revenue Source 2004
Number Revenue
Miscellaneous Office of Application Fees | $23.4
Housing Fund 16460 Housing
Office of Housing Officeof | Interfund from $23.4
Operating Fund 16600 Housing 16460

TOTAL :

Notes: This assumes that in 2004 we will receive five applications, four of which will be
mixed use projects. The application fee will be a flat $4,900 for mixed-use projects and
$3,800 for single-purpose residential projects. Revenue generated by the application fee
will be used for actual expenses associated with processing the application, such as
application review, contract development, preparation of the legislative package, etc. Any
application funds not expended in the administration and processing of an application
will be refunded to the applicant in accordance with RCW 84.14.

Total Regular Positions Created Or Abrogated Through This Legislation, Including
FTE Impact:

Position Title* Part-Time/ 2003 2003 2004 2004
‘ Full Time Positions FTE Positions™* FTE**
Senior Community 28

Development Spec.

TOTAL .28

Notes: This legislation would provide a new fund source through MFTE application fees
which would provide funding for .28 FTE.

 Fund Name and Number: OH Operating Fund 16600

o Department: Office of Housing

* List each position separately

** 2004 positions and FTE are total 2004 position changes resulting from this
legislation, not incremental changes from 2003.

e Do positions sunset in the future? (If yes, identify sunset date): No




Eric W Pravitz/ewp
7/3/03

MFTE Fiscal Note.doc

Version #6

Spending/Cash Flow (in $1,000s): (Please complete this section only in those cases

where part or all of the funds will be spent in a different year than when they were
appropriated (e.g., as in the case of certain grants and capital projects.)

Fund Name and Department Budget Control 2003 2004 Anticipated
Number Level* Expenditures Expenditures
Miscellaneous Office of Housing | XZ460 $23.4
Housing Fund
16460
Office of Housing | Office of Housing | XZ600 $23.4
Fund 16600
TOTAL $23.4

* This is line of business for operating budgets, and program or project for capital
improvements (same § amount as revenue)

Notes: The anticipated revenue receipt of $23.4 in application fees into subfund 16460
will be used to pay staff costs associated with the program. These funds will then be
transferred out of subfund 16460 and deposited into Office of Housing’s Operating Fund
16600 (transfer in to 16600 reflected in the Revenue Table above). This transfer is
necessary in order to pay staff since all staff salaries/benefits come out of Office of
Housing’s Operating Fund 16600.

e What is the financial cost of not implementing the legislation?

The financial cost of not implementing the legislation would include the potential that
some multifamily projects would ultimately not be built, or at best their development
would be delayed until economic conditions stimulated their construction without

incentive.

e What are the possible alternatives to the legislation that could achieve the same

or similar objectives?

N/A

e s the legislation subiject to public hearine requirements:

Yes

s QOther Issues:

N/A
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ORDINANCE

AN ORDINANCE relating to the development of multi-family housing; creatmg a new Chapter
5.73 of the Seattle Municipal Code to implement RCW Chapter 84.Y4 to provide for
exemption from ad valorem property taxation for qualifying multi- fam11y housing in
designated residential target areas within the City, d651gnatmg certain areas as residential
targeted areas, and providing for annual program reportmg

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 multx-umt housing located in residential target
areas and authorizes the City to adopt necessary, ,procedures to implement the State law;
and

4
/‘

WHEREAS, the stated purpose of RCW Chapter | 84 14 is to increase residential opportunities by
stimulating the construction of new multi- famﬂy housing and the rehabilitation of
existing vacant and underutilized buﬂdmgs for multi-family housing in areas where the
City finds there are insufficient re31dent1ai opportunities; and

WHEREAS, the City Council finds that those areas within the City designated as urban center
villages, hub urban villages or res1dentzal urban villages in the Land Use Element of the

City's Comprehensive Plan satxsfy the requirements of an "urban center” as defined under
RCW 84.14.010(1); and

WHEREAS, the City Council sohc1ted public comment regarding the additional residential target
areas at a public hearmg on July 23, 2003; and

Ordinance are each iocated within an urban village as defined in this ordinance, that each
area lacks sufﬁc:lent available, desirable and convenient residential housing to meet the
needs of the pubhp who would be likely to live in such area if desirable, attractive and
hivable remdences were available; and that the property tax exemption program
implemented by this Ordinance will encourage increased residential opportunities within
the City and stlmulate the construction of new multifamily housing and the rehabilitation
of existing Vacant and underutilized buildings for multifamily housing; and

WHEREAS, certam 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 1f
affordable resndences were available, and
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WHEREAS, it is the City's intent to preserve and protect buildings, objects, sites, and
neighborhoods with historic, cultural, architectural, engineering or geographic
significance located within the City, as provided in those chapters of the Seattle
Municipal Code relating to landmarks preservation, landmark districts, hlstoncal districts
and special review districts; and the property tax exemption program established by this
ordinance will support and further the goals and purposes expressed in‘those provisions
of the Code; and :

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

WHEREAS, Ordinance 119237 passed on November 30, 1998, enacted a property tax exemption

program that expired in 2002, and a new ordmance is required to readopt and continue thej
program; Now, Therefore; :

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. A new Chapter 5.73, to_:,:b-é titled "Multifamily Housing Property Tax
Exemption Ordinance" is hereby added to the Seattle Municipal Code, Title 5, Subtitle I, Taxes,

to read as follows:

Section 5.73.010 Purpose

A. The purpose’s of this chapter are:
1. 'I‘_déncourage more multifamily housing opportunities within the City;
2; i"o stimulate the construction of new multifémily housing and the rehabilitation
of existing yaéant and underutiliied buildings for multifamily housing;
| 3. To increase the supply of multifamily housing opportunities within the City for |

low and moderate income households;
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4. To accomplish the planning goals required under the Growth Managemeq_t A;t,
RCW chapter 36.70A, as implemented by the City's Comprehensive Plan; |

5. To promote community development, affordable housing, and "geifg‘hborhood
revitalization;

6. To preserve and protect buildings, objects, sites, and né;éhborhoods with
historic, cultural, architectural, engineering or geographic sxgmﬁcance located within the City;
and “

7. To encourage additional housing in certigzi'z); areas to support investment in
public transit projects. |

B. Any one or a combination of these purgdéés may be furthered by the designation of a

residential targeted area under this chapter.

Seetion 5.73.020 Definitions

A. "Affordable" means: (1) foi;srental housing, that the units shall be rented to person(s)
with household annual income, at fge time of each tenant's initial occupancy, no greater than the
percentage of median incomexdésignated in this chapter for the tenant's household size; and (2)
for owner-occupied housigg";:that each owner of the property who occupies the unit after issuance
of the final certificate oftax 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 d@g;ignated in this chapter for the owner's household size adjusted for the
presumed fami-lﬁ; 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
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rental housing, exceeds the annual income limit set forth in this subsection A afte{v,t&iéfdate of
initial occupancy.

B "Assessor" means the King County Assessor.

C. "Director" means the Director of the City's Office of Hogsf;;g, 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 agg;ééate annual income of all persons over
eighteen (18) years of age residing within the san;g‘ﬁéusehold for a period of at least one month.

E. "Median income" means annual fami:ly median income for the Seattle-Bellevue-

|| Everett Primary Metropolitan Statistical Area , as published from time to time by HUD, and as

adjusted for household size accordingﬂ_t“c"; the method used by HUD for income limits in
su{;sidized housing. For purpose§:__6%.rent limits, median income generally is adjusted according
to the presumed family size based on the number of bedrooms in a unit, consistent with HUD
rules for the HOME prograﬁrr{

F. "Multi-familyff;ousing" means a building or townhouse having four or more dwelling

| units designed for permanent residential occupancy resulting from new construction or

rehabilitation or cgﬁ;fersion of vacant, underutilized, or substandard buildings.

G. "prér" means the property owner of record.

H. "P{c_—:’i:manent residential occupancy” means multi-family housing that provides either
rental or owt;er 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.

Aoy,
o
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I. "Rehabilitation improvements” means (1) modifications to an existing st:géalre, the
residential portion of which has been vacant for at least 12 months prior to appl_i,c’é;ion for
exemption under this chapter, that are made to achieve a condition of subst@éal compliance
with the applicable building and construction codes contained in SMC?iﬁe 22; 0r (2}
modifications to an existing occupied residential structure or m1xeduse structure that contains
occupied residential units, that add at least four multi-family housmg units.

J. "Residential targeted area" means an area thhlnan urban village that has been so
designated by the City Council pursuant to this chapte.pf“";: |

K. "Substantial Compliance" means comp_l__.ié;lce with the applicable building and
construction codes contained in SMC Tiﬂé 22 that is typically required for rehabilitation as
opposed to new construction. ‘V

L. "Urban village" as used in th-_lls{’{;:hapter means a neighborhood that: (1) is within an
area designated as either an urban cgpf;r Viliage, a hub urban village or a residential urban village
in the Land Use Element of the Cxty’s Comprehensive Plan; and (2) meets the definition of an

"urban center” as defined in RCW 84.14.010,

|| Section 5.73.030 Residengfﬁl Targeted Areas -- Criteria -- Designation

A. Following notig:"?; and public hearing as prescribed in RCW 84.14.040, the Councii
may designate one or n;ére residential targeted areas upon a finding by the Council in its sole
discretion that the regfiiential targeted area meets the following criteria:

1. T,fle residential targeted area is within an urban village;

A
i oy
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2. The residential targeted area lacks sufficient available, desirable and / g
convenient residential housing to meet the needs of the pubiic who would be likely to ﬁve in the
urban village if desirable, attractive and livable residences were available; and :

3. Providing additional housing opportunity in the residenti}al’éargeted area will
assist in achieving one or more of the following purposes: |

(a) encourage increased residential opportugiﬁes within the City; or
(b) stimulate the construction of new affo;;iable multifamily housing; or

(c) encourage the rehabilitation of e;&'iéting vacant and underutilized

1{ buildings for multifamily housing.

B. In designating a residential targeted areaj-:'{he 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 Qéﬁnanent residents;
2. Whether providingf:a:;lditional 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 tq;échieve the planning goals mandated by the Growth Management Act

under RCW 36.70A, as implemented through the City's Comprehensive Plan;
4, Whéther encouraging additional housing in the residential targeted area
suppotts plans for signiﬁcant public investment in public transit and/or a better jobs/housing

balance; or
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5. Whether additional housing may contribute to revitalization of a distresgedﬁ
neighborhood or area within the City.
C. At any time the Council may, by ordinance, in its sole discretion, amgnér.or rescind the]
designation of a residential targeted area pursuant fo the same procedural re‘qﬁi;ements as set
forth in RCW 84.14.040 for original designation. |
D. The following areas, as shown in the attached Maps 1 ;hréugh 16, are designated as
residential targeted areas under this chapter: |
1. 23" & Jackson-Union
2. Capitol Hill
3. Chinatown-International District
4. Columbia City
5. Denny Triangle

(6. First Hill

7. MIK @ Holly

8. North Beacon Hill

9. North gai;lier

10. Noﬁgé;te

11. Pigéeer__Square

1. Ramler Beach

13 South Lake Union

14 South Park

- 15. University District NW
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16. Westwood-Highland Park
E. If a part of any legal lot is within a residential targeted area as shown in Maps 1

through 16, then the entire lot shall be deemed to lie within such residential tqrgeted area.

Section 5.73.040 Project Eligibility

To be eligible for exemption from property taxation under’ th1s chapter, the property must |
satisfy all of the following requirements:

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

B. The project must be multi-family hOusing_,_ct;ﬁsisting of at least four dwelling units
within a residential structure or as part of a mixe_d"'iise development, in which at least fifty
percent of the space within such residential §t'fﬁcture or mixed use development is intended for
permanent residential occupancy. |

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

D. For rehabilitatio;i;)r conversion of an existing vacant building, the residential portion
of the building shall havg’?;een vacant for at least twelve (12) months before application for a
conditional exemptiongs";;md the rehabilitation improvements shall achieve a condition of

substantial Compliang*ie with the applicable building and construction codes contained in Title

122.

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);
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F. For new construction projects where an existing rental housing structug that
contained four or more occupied dwelling units was demolished on the site ofthe new project
within 12 months prior to application for exemption under this chapter, theowner shall agree, on
terms and conditions satisfactory to the Director, to replace any umtswnhm such structure that
were rented to tenants who received a tenant relocation assistancg-g;yment under Ch. 22.210,
subject to the follovving requirements:

(1) For the first ten calendar years of opc;_gaiﬁon of the replacement units, the

 replacement units shall be affordable at or below SO%Of median income.

(2) Replacement may be accomg}:i’ghed either as part of the new construction for
which appiicatioh for exemption is made under this chapter, or through the new construction of
additional multiple-unit housing at another location, or through the substantial rehabilitation of

vacant multiple-unit housing, or thrgﬁéh the preservation of housing that is rented at the time of
application to tenants withhouse}fgld annual income at or below 50% of median income, and

that the Director determines vgguid otherwise be converted to a use other than rental to tenants

7
&

with such income. 4

(3) The ﬁé’{;lacement housing shall be completed, and a temporary or permanent
certificate of occupangf;’ shall be issued, within three years from the date of approval of the
application, provide}_g{ that the Director may extend the time for completion if the Director finds
that: (1) the failurego complete the replacement housing is due to circumstances beyond the

owner's controi; (11) 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 reasonablé time.
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(4) Projects where the existing rental housing structure was demohshed before
the effective date of this Chapter 5.73, are not subject to. the requifements of Epig‘;ubsection.

G. For rental projects, at least 25% of the units shall be affordab%e‘::Q; or below 80% of
median income for the period of time the property is receiving the t'.'fyx"i;(emption, If the
percentage of affordable units in the project required is a t‘ractigﬁ;::;tihen the number of affordable
units shall be rounded up to the next whole number. '"

H. For owner-occupied projects, units shaﬁ sez;v’éfhouseholds with income at time of
pu:chase at or below 80 percent of median mcome

I. The mix and configuration of housmgumts (e.g., studio, one-bedroom, two-bedroom,
etc.) used to meet the requirément for affcg;é;ble units under subsection (G) shall be substantially
proportional to the mix and conﬁguratlen of the total housing units in the project; provided that
all units of two or more bedroomsjgﬁ;y be combined into a single category for the purpose of
compliance with this provision:;g"‘;

J. Affordable housi;}:g;;mits required under subsection (G) shall be substantially the same
interior construction quah:ty as market rate units in the project.

K. For owner::_ﬁ;cupied projects, the contract with the City required under Section
5.73.060 shall Idennfy those units that shall be eligible per subsection H of this section. For
those owner-ocgii;;yied units, the City shall have and retain, for the life of the exemption granted
under this chapter, a written right of first refusal under the terms and conditions approved by the

Director, @iercisable in the event the owner receives a bona fide offer to buy the property from an;

10
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bona fide offer. Such right of first refusal shall be included within the contract with EhéfCity

required under subsection 5.73.060A. |
The right of first refusal shall require that the property owner notify the Cztym writing of the
terms of the offer. Within 30 days, the City shall either enter into areal estate purchase and sales
agreement with the owner at the price, terms and conditions ofthe offer or such other terms and
conditions agreed to by the parties, or notify the owner of1ts refusal.

L. For new construction of multifamily hcz}xé"igg, the applicant shall complete the design

review process under Chapter 23.41, whethe&gf‘if‘not the project would be subject to design

i review under Chapter 23.41 if the owneg._h?gd not applied for property tax exemption under this

chapter. For projects not subject togaféindatory design review under Section 23.41.004A, the

applicant shall complete admig,;i,éﬁative design review under Section 23.41.016.
M. The applicant. shall obtain a certificate of appfoval, permit, or other approval under
Chapter 25.12, Landmarks Preservation Ordinance, Chapter 23.66, Special Review Districts, or

those provisions o'ff‘éhapter 25.16, Chapter 25.20, Chapter 25.22, Chapter 25.24, or Chapter

1125.28, relating to Landmark or Historical Districts, if such certificate of approval, permit or other

approval is ggé;uired under those chapters. Such certificate of approval, permit or other approval
shall satisgﬁj the requirement under subsection L that the applicant complete design review if
design rééiew is not mandatory under Section 23.41.004A.

N The project must comply with all applicable zoning requirements, land use
regulations, and building and housing code requirements contained in Title 22, Title 23 and Title

25 at the time of new construction, rehabilitation or conversion.
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O. For the duration of the exemption granted under this chapter, the property shall hgxfé
. 7

7

no violations of applicable zoning requirements, land use regulaﬁons and building and h‘busing
code requirements contained in Title 22, Title 23 and Title 25 for which the Depax:tment of
Planning and Development shall have issued a notice of violation that is not, resolved by a
certificate of compliance, certificate of release, or withdrawal within the’ t1;ne period for
compliance provided in such notice of violation and any extensmn of “the time period for
comphance granted by the Director of the Department of Pianmng and Development.

P. New construction of multifamily housing anciﬁ;éhabﬂltatlon improvements must be
scheduled to be completed within three years from thedate of approval of the application.

Q. For owner-occupied projects, only thg:i‘f’é{lnits‘meeting the conditions of subsection H

shall be eligible for the property tax exempt?_, n Upon sale of the owner-occupied unit to a buyer
not meeting the income qualification as deﬁned by a household income at or below 80% of area

median income, adjusted for housei;_id size, as determined by HUD, the property will no longer

receive the property tax exemption.

Section 5.73.050 Applicgt’fbn Procedure -- Fee

A. The owner of property applying for exemption under this chapter shall submit an
application to the Qiiféctcr, on a form adopted by the City Council. The owner shall verify the

application by oafh or affirmation. The application shall contain such information as the Director

| may deem necéssary or useful, and shall include:

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

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

12
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2. A statement from the owner ackno%;vledging the potential tax Iiabi%j;y"'gilen the
property ceases to be eligible for exemption under this chapter; |

3. Information describing how the applicant will complywrch the affordability
requirements in Subéection 5.72.040(G) of this chapter; and

4. Injthe case of rehabilitation of an existing vacant structure under Section
5.72.020(1)(1), verification from the Department of Pianmng and Development of non-
compliance with applicable building and housing codes as required under Section 5.72.020(1)(1),
and an afﬁciavit from the owner verifying thatthe existing dwelling units have been vacant for a
period of 12 months prior to filing the arzpfigétion.

B. At the time of application‘_fyﬁ;er this Section, the applicant shall pay to the City an
initial application fee of $3,800001f the project is single-purpose residential, or $4,900.00 if the
project is mixed-use. If theClty denies the application, the City will retain that portion of the fee
attributable to its actua%égﬁinistrative costs and refund the balance, if any, to the applicant.

C. The Dire{g:’i& shall notify the applicant within twenty-eight (28) days of the application
being filed if t}}g%irector determines that an application is not complete and shall identify what
additional ig:fi;‘mation is required before the application will be complete. Within twenty-eight
(28) daysof receiving additionél information, the Director shall notify the applicant in writing if
the Dinéi:tor determines that the application is still not complete, and what additional information
is neéessary., 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

13
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information during the review process if more information is needed to evaluate thgtggaﬁi)lication
according to the criteria in this chapter.
D. The application shall be submitted any time before, but no 1at§r-‘fhan, the date the

building or other construction permit is issued under Title 22.

Section 5.73.060 Application Review -- Issuance of (;oﬂ;litional Certificate — Denial --
Appeal |
A. The Director shall approve or deny anapphca’aon under this chapter. If the
application is approved, the applicant shall enter into a contract with the City, subject to approval
by resolution of the City Council, regardmg the terms and conditions of the project and eligibility
for exemption under this chapter. Therty Council's resolution to approve the applicant's
contract with the City shall takepiace within 90 days of the Director's receipt of the completed

application. Upon Council apiﬁroval of the contract, the Director shall execute the coniract as

exemption. The con@ifi)nai certificate shall expire three (3) years from the date of épproval
unless an extensioﬁfis granted as provided in this chapter.

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

C An applicant may appeal the Director's denial of the application by filing an appeal to
the City Council with ;the City Clerk 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

i4
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decision will be upheld unless the applicant can show that there is no substantial evidenqef-’é% the

Seetion 5.73.065 Amendmenf of Contract

A. Any applicant seeking amendment(s) to the contract approxigd"gy the City Council
may do so by submitting a request in Writing to the Director at anytnne within three years of the
date of the Council’s approval of the contract. |

B. The Director shall have authority to approv%__:ai;éndments to the contract between the

applicant and the City that are within the scope aqgl-ﬁﬂﬁtent of the contract approved by the City

Council. Amendments that are not reasonabl};,ﬁ;ithin the scope and intent of the approved

resolution.

C. Any applicant seeking _.gi;;endments to the approved contract, which in the sole
discretion of the Director requzre approval by the City Council, shall pay to the City an
amendment application fee{p’% ‘$500.00 . If the City denies the amendment, the City will retain
that portion of the fee at‘;gii;utable to its own actual administrative costs and refund the balance, if
any, to the applicant. |

D. The datefor expiration of the Conditional Certificate shall not be extended by
contract amendtnent unless (a) all the cohditions for extension set forth in Section 5.73.070 are
met, or (b) the ’g;gnditioﬁs set forth in Section 5.73.070 A. and B. are met and the City Council

specifically aﬁpjroves the extension.

15
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Section 5.73.070 Extension of Conditional Certificate
f’/

The Conditional Certificate may be extended by the Director for a period not to egg.eééd 24
consecutive months. The applicant shall submit a writtenlrequest stating the groun@sfé the
extension together with a fee of $150.00 for the City's administrative cost to pro’g;ss the request.
The Director may grant an extension if the Director determines that: /

A. The aﬁticipated failure to complete construction or rehqbﬁﬁétion within the required
time period is due to circumstances beyond the control of tth_QQer; and

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

C. All the conditions of the original copfféct between the applicant and the City will be

satisfied upon completion of the project.

Section 5.73.080 Final Certificatgﬁif Application -- Issuance -- Denial and Appeal

A. Upon completion of tgxé;::;ehabilitation improvements or new consiruction as provided
in the contract between the a_pphcant and the City, and upon issuance of a temporary certificate of
occupancy, or a permanf»;ﬁ{certiﬁcate of occupancy if no temporary certificate is issued, the
applicant may reques}fg Final Certificate of Tax Exemption. The applicant shall file with the
Director such infgrf;;ation as the Director may deem necessary or useful to evaluate eligibility for
the Final Ceniﬁééte, 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;

16
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2. A description of the completed work and a statement of qualiﬁcation foj;;,,tﬁ'ej
exemption;
3. A statement that the work was completed within the requireétﬁ;ee—year period
or any approved extension; and
4. Information on the applicant's compliance with thc? vafﬁ)rdabﬂity requirements
in subsection 5.72.040(G).

B. At the time of application for Final Certificate un:_déirfthis section, the applicant shall
pay to the City a fee of $150.00 to cover the Assessor'sw_.:aii;llinistrative costs. If the Director
approves the application, the City will forward the}__v_fé"; for the Assessor's administrative costs to
the Assessor. If the Director denies the appli({atién, the City will refund the fee for the Assessor's
administrative costs to the applicant.

C. Within 30 days of receipt ofall materials required for a Final Certificate, the Director
shall determine whether the comgléééd work is consistent with the contract between the City and
owner andn is qualified for exgni;tion under this chapter, and which specific improvements satisfy]
the requirements of this cbéi;ter. |

D. Ifthe Direc»tgffdetermines that the project has been completed in accordance with the
contract between ﬂ}éitppﬁcant and the City and thé requirements of this chapter, the City shall
file a Final Certiﬁ;ate of Tax Exemption with the Assessor within 10 days of the expiration of
the thirty-day perlod provided under subsection C of this section.

E. Th;Director is authorized to cause to be recorded, or to require the applicant or owner

to record, m the real property records of the King County Department of Records and Elections,

17
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document(s) as will identify such terms and conditions of eligibility for exemption ux}de’fﬂ;his
chapter as the Director deems appropriate fdr recording, including requirementﬁ,,ﬁhaer this
chapter relating to affordability of units.

F. The Director shall notify the applicant in writing that the Cltywﬂl not file a Fir;al

Certificate if the Director determines that the project was not co_m’jﬂeted within the required

‘three-year period or any approved extension, or was not co_m’bleted in accordance with the

{ contract between the applicant and the City and the re_gﬁirements of this chapter.

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

that decision.

Section 5.73.090 Exemption -5:_,Di1ration -~ Limits

A. The value of new‘z,hiv)using construction and rehabilitation improvements qualifying
under this chapter will bg:,~~i§§<empt from ad valorem property taxation for ten (10) successive years
as provided in RCW 84.14.020(1).

B. The ezgé}xlption does not apply to the value of land or to the value of improvements

- not qualifying_-ariinder this chapter, nor does the exemptibn apply to increases in assessed valuation

of land an(},»’non- qualifying improvements, or to increases made by lawful order of the King
County ﬁoard of Equalization, the Washington State Depai‘tment of Revenue, State Board of Tax
Appe_,zﬁs, or King County, to a class of property throughout the county or a specific area of the

county to achieve uniformity of assessment or appraisal as required by law. In the case of

18
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rehabilitation of existing buildings, the exemption does not include the value of improve/m”énts
. y /*

| constructed prior to submission of the completed application required under this cl;aﬁter.

Section 5.73.100 Annual Certification

A. Within 30 &ys after the first anniversary of the date the City ;ﬁled the Final
Certificate of Tax Exemption and each year thereafter, for a peﬁ;idgof 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 thatthe property has not changed use since the date of filing of
the Final Certificate of Tax Exe{gjf;;ion, and continues to be in compliance with the contract with
the City and the jrequ_ire,me:ntgf.)ff this chﬁpter;

3. A descx:ipiion of any improvements or changes to the property made after the
filing of the Final Ceg_tsiﬁcate or last declaration, as applicable; and

4. Ipf;rmation demonstrating the owner's compliance with the affordability
requiretrvlents 0§;§ubsections 5.72.046(G) .

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

exemption.

Section 5.73.110 Cancellation of Tax Exemption -- Appeal

19
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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 ta)gss": interest

and penalty imposed pursuant to State law.

B. If the owner intends to convert the multi-family housing to anot@gfiﬂ';se,- the owner
must notify the Director and the King County Assessor within 60 daysng( ghe change in use.
Upon such change in use, the tax exemption shall be canceled and;_a&;ﬁtional taxes, interest and
penalty imposed pursuant to State law. |

C. Upon determining that a tax exemption shall bg;r"é;nceled, the Director shall notify the
property owner by certified mail, return receipt reque.?_’zég. The property owner may appeal the
determination by filing a notice of appeal with theHearmg Examiner within 30 days, specifying
the factual and legal basis for the appeal. Thg::ﬁ;aring Examiner will conduct a hearing pursnant
to Section 3.02.090 at which all affected;pé;ties may be heard and éﬂ competent evidence
received. The Hearing Examiner shaﬂafﬁrm, modify, or reverse the decision to cancel the
exempﬁon based on the evidence}r‘é}ceived. The Hearing Examiner shall give substantial weight
to the Director's decision and the burden of overcoming that weight shall be upon the appellant.
An aggrieved party may appeal the Hearing Examiner's decision to the King County Superior

Court as provided in RCW 34.05.510 through 34.05.598.

Section 2. Aljiluaﬂy, beginning in 2003, a committee composed of the Directors, or their
designees, of the Office of Housing, the Office of Policy and Management, City Budget Office

and Council central staff, or such City departments or agencies that shall succeed to their

20
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functions with respect to this chapter, shall review the program established by this ordinanc%_:aﬁg
provide a report to the City Council outlining development activity, types and \numbers.,___pf.;lits
produced and their locations, rent and sales prices, information regarding the numberof low and
moderate income households benefiting from the program, and other appropgj‘,aifgrfactors. These
reporfs may include recommendations on whether any neighborhoods should be added or
removed, whether affordability limits should be chgnged in certainﬁgxfé;s, and will analyze any
issues related to the use of the program for homeownership urﬂ;ﬁi.ts"iz-‘..l\The annual report shall be
s.ubmiﬁed to City Council no later than March 30 of eachyear the program is in effect, starting in
2005; each report shall include information for the prevmus year.

Section 3. The Multifamily Housing Property Tax Exemption Ordinance is declared to be
severable. If any section, subsection, paragfaﬁg, clause or other portion of any part is for any
reason held to be invalid or unconstitutioﬁél by any court of competenf jurisdiction, such
mvalidity or unconstitutionality ShE;l}f ;10t affect the validity or constitutionality of the remaining
portions of the Multifamily Housmg Property Tax Exemption program. If any section,
subsection, paragraph, claq»se'{;)r any portion of any part is adjudged invalid or unconétitutional as
applied to a particular grtgjl'viect or property, the application of such portion to other projects or

properties shall not be affected.
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Section 4. This ordinance shall take effect and be in force thirty (30) days fromand after

1its approval by the Mayor, but if not approved and returned by the Mayor within___te’f; (10) days

after presentation, it shall take effect as provided by Municipal Code Sectiqn’i.04.020.

Passed by the City Council the _dayof , 2004, and signed by me in open

session in authentication of its passage this dayof - , 2004.

Pre§_iﬂént of the City Council

Approved by me this ___dayof -, 2004,

Gregory J. Nickels, Mayor

Filed by me this day of , 2004,

City Clerk

(Seal)

Attachments
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¥ Memorandum

Date:  March 12,2004

- To:  Council members

| From: Traci Ratzliff, Central Staff
Subject; Diviﬁed Repbrt for Multifamﬂy» Tax Exemption (MFTE) Legislatibn -CB 114775

‘ _k Attached you will find the Divided Report for the MFTE Prograin Legislation that was discussed
and voted on by the Housing, Human Services and Health Committee on March 2™ This '

legislation is scheduled to be voted on at Full Council this Monday, March 15, 2004.

I have also attached a brief summary of the substitute ordinance that was '\)oted’out of the
HHS&H Committee. ‘ o ' ' Lo

Please contact me should you have any questions about the attached documents.or if you desire
further assistance on this matter. B ' B

Attachments

An equal oppertuﬁity employer
600 Fourth Avefive, Floor 2, PO Box-34025, Seattle, Washington 98124-4025
Office: (206) 684-8888 Fax: (206) 684-8587 = TTY: (206) 233-0025



CB 114775 - Multi-Family Tax Exemptibn Program
Divided Report ,
For consideration at Full Council on March 15, 2004

In the Fall of 2003 the Mayor submitted to Council his proposed ordinance establishing a Multi-
family Tax Exemption Program. After discussion with key Councilmembers, the Mayor
modified his proposal and it was introduced as CB 114775 on December 1, 2003. The Mayor’s ’
proposal was discussed by the Housing Committee in December, February, and March
Committee Meetings. Public hearings were held on December 16™ and March 1. On March. -
2" the Committee considered a substitute to the Mayor’s proposed 1egzs1at10n and amendments

to the proposed subsutute

The Committee had a divided report on the proposed substitute, as amended, to CB 114775.
Yes 3 (Rasmussen, Drago, Della)
No 2 (Mclver, Licata)

The reports on those voting yes and no on the substitute to CB 114775 are as follo’Ws;

Maieritv position { Rasmussen, Drago, Della) on substitute to CB 114775:

Goals/Criteria and Neigshborhoods eligible for MFTE: We believe that the goals of the
program embodied in the substitute to CB 114775 are appropriate for the MFTE program. The
goals (and criteria associated with the goals) are as follows:

1. Create housing units in urban villages that are behind in meeting 20 year residential
growth targets (behmd is defined as at or below 25% of housing growth target);

2. Create housing units in urban villages that are economically distressed (as deﬁned under
the Housing Levy’s NHOP and Homeownership Program);

3. Create affordable units (rental and homeownership) not developed by the market (60% -
70% of median income for rental, 80% of median income for homeownership) in '

‘economically distressed areas and those areas behmd in meeting residential growth
targets;

4. Create mixed-income housing, mcludmg affordable umts in an area or nei ghborhood that
the City has identified by Resolution as one in which the City wants to encourage
development of such housing. Council adopted such Resolutions for South Lake Union
(30610) and the University District (306035); :

5. Create mixed-income housing, including affordable units, in an area or neighborhood that
was designated as a residential targeted neighborheod in the City's prior Multifamily Tax
Exemption program, RCW chapter 5.72.

These goals and the criteria would permit 17 neighborhoods in the Clty to utilize the MFTE
program. This program pr0v1des a modest subsidy intended to stimulate the development of
housing in areas that are not seeing development (economically distressed areas or areas lagging
in achieving growth targets) or are seeing development but in which we want to develop mixed-
income, workforce housing housing affordable to households at 60% - 70% of med;an income

for rental housmg and 80% of mechan income for homeownersth

[y



Minority Pesition (Licata & Mclver) on substitute to CB 114775

Goals/Criteria and Neighborhoods eligible for MFTE: We agree with the first three
goals/criteria that were included in the substitute proposal offered by CM Rasmussed. We . -

believe there is a need and justification to provide a subsidy program like the MFTE program to
stimulate development in economically distressed areas where developrment is not and will not |
happen without public subsidy and to provide such assistance in areas that are not economically
distressed but are behind in meeting housing growth targets, We believe this program canbe a
too! to help these areas that are not seeing much if any development.

We do not believe that the MFTE program is needed in areas that are clearly seeing development
happen — areas that are exceeding growth targets. These include South Lake Union, University
District and Capitol Hill, in particular. All of these areas have seen significant growth and are
clearly places where developers are interested in developing. Public subsidy programs, such as
the MFTE, should be used in areas that need such assistance not in areas that are doing well on
their own, as is the case with the three above mentioned neighborhoods. This is particularly true
as it relates to the MFTE program where the tax burden for this particularly program is shifted to
‘other tax payers. '

Affordabilitv Requirement & Length of Afferdabilitv Requirement For Rental Projects:

 We believe the affordability requirement contained in the substitute to CB 114775 does not

_provide a clear public benefit for the tax benefit provided by the MFTE program. Under the
substitute proposal, a developer is allowed to choose between 3 options, 20% of the units at 60%
of median income, 25% of the units at 65% of median income or 30% of the units at 70% of

'median income. Given this range of choices, it is certain that for-profit developers will choose
the latter option, the higher affordability requirement. This equates to a rent rate of $954 2
month for a one person household and $1090 a month for a two person household. This is hardly
an “affordable rent”. In addition, this rent level is actually the market rent in a mumber of
neighborhoods in the City. 1t is hard to justify the public benefit that is being derived when a
developer is paid a subsidy to develop units that he or she would already create without the

subsidy. Furthermore, it is clear that there is an ongoing need to create more units in the low to

low-moderate income range of 60% - 65% of median income. This is the housing in which City
workers earning $32,700 - $35,425 a year can afford (one person household). This equates to a
rent rate of $817 to $886 a month for a one person household. This is an income range at which
the private market will not develop on its own without public subsidy. To justify the subsidy
provided, a deeper affordability requirement must be imposed.

Finally, as it relates to the length of the affordability requirement, we believe that 10 years is 100
short. If we are using this program to create permanent, affordable workforce housing, then we
need to extend the time period that affordability is required, or at the end of ten years, the
affordability will be gone. This is because at the end of ten years, the project owner is permitted
to increase rent rates on the affordable units to market rates. It is likely the market rates will be
at a level higher than the affordable rent. We need to assure longer term affordability by
lengthening the requirement to 15 or 20 years and not 10 years.




Proposed MFTE Program {(based on Recommendation of HHS & H
Committee):

|,

A. Key Goals:

1. Create housing units in urban villages that are economically distressed (as defined
- under Housing Levy NHOP and Homeownership Program).

2. Create housing units in urban villages that are behind in meeting 20 year
residential growth targets. :
Create workforce housing (both rental and homeownership) affordable to
households earning 60% to 80% of median income that would not otherwise be -
developed by the market in economically distressed areas and areas that are
behind in meeting growth targets. Also, create mixed-income housing that is
- affordable to households with a range of incomes. '

4. Create mixed-income housing, including affordable units, in an area or
‘neighborhood that the City has identified by Resolution as one in which the City
wants to encourage development of such housing. Council adopted such

. Resolutions for South Lake Union (30610) and the University District (30605).
5. Create mixed-income housing, including affordable units, in an area or
neighborhood that was designated as a residential targeted neighborhood in the
~ City's prior Multifamily Tax Exemption program, RCW chapter 5.72.

[¥3 ]

YB. Kevy Criteria for ihclﬁsion of neiehborhoods in METE Program:

1. Area defined as economically distressed per Housing Levy NHOP &

 Homeownership Programs; '

2. Area is behind in achieving 20 year housing growth target (behind defined as at or

below 25% of growth target);

3. City has identified area or neighborhood by Resolution as one in which the City
wants to encourage development of mixed-income housing, including affordable
housing; '

4. The area or neighborhood was designated as a residential targeted nelghbmhood
in the City’s prior MFTE program, RCW chapter 5.72, and is one in which the

- City wants to encourage deveiopmem of Imxed income housing, including
affordable houszng

C. Neighborhoods that would be ineluded in MFTE Program ba’sed on above
criteria:

1. 23" & Jackson-Union
2. Bitter Lake
3. Capitol Hill
4. Chinatown-ID
5. Columbia City
6. Denny Triangle
7. First Hill

8. MLK @ Holly



= Replacement units must be completed within three years of
exemption approval. '

G. Right of First Offer/Right of First Refusal Provisions:

Includes Right of First Offer Provision for rental projects.
Includes Right of First Refusal Provision for homeownership projects.

. Tax Savinges and Tax Shifting

OH estimates the tax savings/shift on a 50 unit building, valued at $6 millicn provides
about $60,000 per year in exempted taxes that are shified 1o other taxpayers. For gvery
$60,000 of exempted taxes, the owner of an average assessed valued home would
experience a tax increase of about 25 cents.  Under the old program, 6 projects have
received a total exemption of $353,073 (first year of exemption) to date. This means the
taxes shifted to date for the average homeowner for these 6 projects is a total of $1.40.

H. Miscellanegus Provisions

» Construction quality of Affordable Units must be substantially the same as all
other units. : : '

s The mix and configuration of studio, one-bedroom and two bedroom units used to
meet affordability requirements must be substantially proportional to the mix in

the project.

® If project contains more than one building all the Affordable Units may not be int
the same building. ' '

» The application for exemption must be submitted no later than the date the
building permit is issued. . : ,

s The City Council must approve by resolution each project’s contract for
exemption. J ' ‘

o Annual certification of contract compliance must be filed with DPD Director.

1. Sunset of Program and Annual Reports

Program would sunset 5 years from adoption (December 31, 2009). A comprehensive
review of the program will be completed by June of 2009 that reviews the effectiveness
of the program and makes recommendations regarding its continuation or modification.
An annual review and report of the program shall be completed. The first report is due to
the City Council no later than March 30 of 2005.
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Amendment #5 (CM Licata):

On Page 13 line 17 after “proj ect;” insert the following:

“provided that no more than ten per cent ( 10%) of the number of umts in a project
desionated as Affordable Units shall be studios; and”

Effect of Am endment:

Caps the % of studios designated as “Affordable Units” at 10% of the total of the
Affordable Units in a project.
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Amendment #4 (CM Licata):

On Page 11, line 11 after “the” strxke “k&eﬁ&ae—e%emp&en—gaﬁ%eéﬁﬁée%seh&ptef”

and insert: “length of the affordability restrictions required by this chapter”

On Page 13, line 8 after “in” strike “subseetions” and insert “subsection”

On Page 13, line 8 after “G” strike “and-H”

On Page 13, line 8 after “for” strike “the-period-of time-the-multifamily-housing s

» and insert: “fifteen years from the date the Final Certificate
of Tax Exemptxon is fﬂed thh the King County Assessor ”

On Page 21, line 27 after “of” delete “46” and insert “15”

Effect of amendment:

The length of the affordability requirements for rental projects is changed to 15 years
from 10 years.

The Right of First Offer provisions are modified to remain in place for 15 years.
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STATE OF WASHINGTON - KING COUNTY

--88.

170210 No. ORDINANCE IN FULL W/MAPS
CITY OF SEATTLE,CLERKS OFFICE

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 Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 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
CT:121415 ORD IN FULL

was published on

3/29/2004
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