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houscholds, adopting the 2005-2006 Administrative
and Financial Plan for 2002 Housing Levy
Programs; amending the Affordable Housing
Financing Plan adopted by Ordinance 120823,
adopting certain policies for use of funds from the
1986 Housing Levy and 1995 Housing Levy; and

ratifying and confirming prior acts.
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O@INANCE JAKD3

AN ORDINANCE relating to housing for low-income households, adopting the 2005-2006
Administrative and Financial Plan for 2002 Housing Levy Programs; amending the
Affordable Housing Financing Plan adopted by Ordinance 120823; adopting certain
policies for use of funds from the 1986 Housing Levy and 1995 Housing Levy; and
ratifying and confirming prior acts.

WHEREAS, pursuaﬁt to Ordinance 120823 the voters of The City of Seattle approved the levy of]
property taxes for the purpose of financing and supporting housing for low-income
households, and adopted an Affordable Housing Financing Plan; and

WHEREAS, Ordinance 120823 provides for periodic adoption by the City Council of an
Administrative and Financial Plan for programs funded by the 2002 Housing Levy (“Levy
Programs™);

WHEREAS, the Office of Housing, in cooperation with the Human Services Department and
with advice from with the Housing Levy Oversight Committee, has developed the

Administrative and Financial Plan for 2005-2006 for the 2002 Levy Programs; NOW,
THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. The City Council hereby adopts the 2002 Seattle Housing Levy
Administrative and Financial Plan for Program Years 2005-2006 attached to this Ordinance as
Exhibit 1. The adoption of this Plan is intended to proVide policy direction for the

implementation of Levy Programs, and not to confer any legal rights or entitlements on any

|| persons, groups or entities.

Section 2. The Affordable Housing Financing Plan (“AHFP”) for the 2002 Housing
Levy, adopted by Ordinance 120823 and as previously amended by Ordinance 121133, is hereby

amended as set forth in Exhibit 2 to this ordinance.




[a—y

N R DN NN N NN .
® I A& G RO N =S 0 ® AN REDDoLE B

O 0 1 Y i B W N

Laura Hewitt Walker/LHW
LevyAé&FPlan-ordinance.doc
- May 3, 2005

version #6

Section 3. To the extent expressly provided in ‘the 2005-2006 Levy Administrative and
Financial Plan, attached as Exhibit 1, the policies set forth shall apply to the use of funds derived
from the City’s 1995 Housing Levy and 1986 Housing Levy, superseding to the extent of any
inconsistency the policies set forth in any Administrative and Financial Plan fqr programs funded
by either of those prior housing levies.

Section 4. Any act pursuant to the authority and prior to the effective date of this
ordinance is hereby ratified and confirmed. |

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 effec"t as provided by Municipal Code Section 1.04.020.

Passed by the City Council the ﬁ day of {1y q,§ , 2005, and signed by me in open

session in authentication of its passage this 9> > day of Wi, 2005.

ngsi@jént of b€ City Council

Approved by me this \¥ day of _¢ ~%%/ ,2005.

i

Filed by me this a@/day of

(ﬁ}a/ Clerk

Exhibit 1: 2002 Housing Levy Administrative & Financial Plan, Program Years 2005-2006
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Attachment A:

N oL AW

International District Urban Center Village
Pioneer Square Urban Center Village
Central Area

Rainier Valley/Beacon Hill
Delridge/Westwood

South Park Residential Urban Village
Bitter Lake

Northgate Urban Center Village

Attachment B:

PN R WD

9.

10.
11.
12.
13.
14.
15.

International District Urban Center Village
Pioneer Square Urban Center Village
Central Area

North Beacon Hill Residential Urban Village
North Rainier Hub Urban Village

Columbia City Residential Urban Village
MLK @ Holly Residential Urban Village
Rainier Beach Residential Urban Village
Delridge North Node

Delridge Campus Node

Delridge Central Node

Delridge South Node

High Point Node

Westwood-Highland Park Residential Urban Village
South Park Residential Urban Village

Exhibit 2: Affordable Housing Financing Plan, as amended
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INTRODUCTION

The 2002 Seattle Housing Levy will provide up to $86 million over a 7 year period to provide,
produce, and/or preserve affordable housing in Seattle and to assist low-income tenants in
Seattle. The Housing Levy funds five programs:

1. Rental Preservation & Production

2. Neighborhood Housing Opportunity Program

3. Operating & Maintenance

4. Homeownership

5. Rental Assistance

The 2002 Housing Levy, approved by Seattle voters in September 2002, includes property tax
levies authorized for seven years, from 2003 through 2009. The Office of Housing (OH)
administers all 2002 Seattle Housing Levy programs with the exception of the Rental Assistance
Program, which is administered by the Human Services Department.

Ordinance 120823, passed by City Council on June 10, 2002, adopted an Affordable Housing
Financing Plan (*AHFP”), placed the Levy proposition on the September ballot and directed OH
to prepare a Levy Administrative and Financial Plan (A&F Plan) covering all Levy programs
every two years beginning in 2003. The A&F Plan also includes information on Levy
administration and the funding plan for the 2002 Housing Levy by program area. A&F Plans
may also include such other information as the Mayor or Housing Director may deem
appropriate or the City Council may request.

The A&F Plan must be submitted to the City Council for adoption by ordinance, with such
modifications as the City Council may require. Each Levy A&F Plan is developed by OH with the
assistance of working groups that include nonprofit group representatives (including Seattle
Housing Authority) and other community members. It is reviewed, revised and approved by the
2002 Housing Levy Oversight Committee.

The contents of this Plan are not intended to confer any legal rights on actual or potential project
borrowers, applicants, or other persons. The terms of this Plan are subject to revision by
ordinance and to the effect of applicable laws, regulations and ordinances.

Introduction

Exhibit 1 to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006
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PROGRAM FUNDING PLAN

This section directs the periodic transfer of monies to the 2002 Levy Operating and
Maintenance Subfund and details the program funding plan for the 2002 Housing Levy for years
2005-2006. The annual funding allocations for each Levy program are as shown in Table 1
below. Allocations may not be fully expended in the years shown. The Finance Director shall
transfer funds to the Operating and Maintenance Subfund no less frequently than semi-annually
so that annual program funding is as outlined in Table 1.

Bridge Loans

The Office of Housing may use 1986, 1995, and/or 2002 Levy funds alone or together with other
funds to make bridge loans to assist in development of low-income housing (for rental or owner
occupancy). Bridge loans may be made from any program or subfund, and are not subject to
the conditions or policies for any of the programs, except those specifically applicable to bridge
loans as described below. Bridge loans may be made when, in the judgment of the OH Director,
there is a high likelihood of repayment so funds will be available to fuffill the original purpose of
the funds.

OH bridge loans are intended to provide short-term funding to permit housing projects to
proceed in advance of the availability of permanent project funding. Bridge loan funding is
available to enable property acquisition, construction or rehabilitation to proceed when the
borrower can provide assurance that permanent funding will be available from other sources on
acceptable terms within a reasonable time period to repay the bridge loan. Given reasonable
assurance of repayment, bridge loans may also be made for acquiring at-risk Section 8
preservation projects or to assist in the acquisition of sites or buildings in designated Housing
Investment Areas or in certain neighborhood areas in order to implement neighborhood plan-
identified strategies advocated by community organizations. Applications for bridge loans may
be made outside of OH’s NOFA processes.

The maximum term of a bridge loan shall be two years. OH shall require payment of a
reasonable rate of interest, which shall be no less than 3% simple interest. In addition, a loan
fee may be charged for providing the bridge loan. A bridge loan may be made as a component
of a larger loan that includes long-term financing.

OH may allow all or a portion of a bridge loan to be converted to a permanent loan subject to
maximum subsidy limits for all OH and other City agency administered or allocated capital funds
that may be combined to provide permanent gap financing for the housing portion of a project,
pursuant to this Plan. Conversion to a long-term loan may be conditioned upon affordability
restrictions for additional units.

2002 Levy Investment Earnings

Levy investment earnings shall be allocated in accordance with the Affordable Housing
Financing Plan, as amended.

1986 and 1995 Levy Interest Earnings and Loan Repayments

Interest earnings and loan repayments from 1986 or 1995 Housing Levy capital programs or
projects will be used according to the following program policies:

Program Funding Plan
Exhibit 1 to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006
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¢ Funds derived from that portion of the 1995 Levy Rental Housing Production Program
eligible for households at 50-65% of median income, will be used consistent with 2002
Levy Neighborhood Housing Opportunity Program policies;

¢ All other funds derived from the 1995 Levy Rental Housing Production Program will be
used consistent with the 2002 Levy's Rental Preservation & Production Program
policies, provided that all units supported with such funds must serve very low-income
households; "

e Funds derived from the 1986 Levy Special Needs, Downtown Preservation, and Small
Family programs, will be used consistent with the 2002 Levy's Rental Preservation &
Production Program policies.

Program Funding Plan

Exhibit 1 to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006
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2002 Housing Levy \ i Levy A&F Plan, 2005-2006

REPORTING

The Office of Housing will provide the following reports to the Mayor and City Council. Reports
will be reviewed in draft by the Housing Levy Oversight Committee.

Annual Report

The Annual Report will be produced and provided to the Mayor and City Council no later than
February 28 of each year, covering activity for the previous year. The Annual Report will
include, but not be limited to, the following:
¢ Accomplishments/Production for each Levy program:
o Rental Preservation & Production—units funded and funding reserved for those
units;
o Homeownership—number of loans approved, value of loans approved, number
of loans in the City’s portfolio, value of all loans in the City’s portfolio, delinquency .
rates for loans in the portfolio, levels of activity of participating agencies and/or
financial institutions, and number of loans sold to new buyers;
o Neighborhood Housing Opportunity Program—units funded and funding reserved
to those units;
o Rental Assistance—number of households provided housing assistance and
success at stabilizing households;
o Operating & Maintenance—units funded and their funding level, and the extent of
Section 8 voucher activity linked to Levy funded projects.
Affordability levels served, actual compared to policy;
Leverage achieved for each Levy program;
Brief status of units produced under the 1986 and 1995 housing levies;
Bridge lending activity;
Recommended policy changes needed to improve program performance/production;
Any additional information that the Housing Levy Oversight Committee believes should
be included.

Mid-year Report

The Mid-year Report will be produced and provided to the Mayor and City Council no later than
August 31 of each year. It is intended to focus on issues that relate to the City’s budget.

Reporting
Exhibit 1 to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006
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RENTAL PRESERVATION & PRODUCTION
~ PROGRAM |

7 | TOTAL2003-2009 |  BIENNIUM 2005-2006 —l
Program funding $56,100,000 ‘ $16,031,429
Goal 1,522 units 435 units

Rental Housing Priorities (2005-2008 Consolidated Plan)

The rental housing priorities described below indicate the types of rental housing the City is
most interested in funding, but are not listed in priority order. Proposed projects not meeting one
or more these priorities may still be considered for City funding.

Priority: Housing for families with children
Particular interest:
e The area of greatest need based on 2000 Census special tabulation data provided by
HUD is housing for extremely low-income families (0-30% of median income);
e Supportive transitional and permanent housing for families who are homeless, including
projects participating in the Gates Foundation Sound Families Initiative.

Priority: Housing for small households
Particular interest:
e The area of greatest need among Seattle’s small households is for housing for extremely
low-income (0-30% of median income) single individuals;
e Permanent supportive housing projects serving people who are chronically homeless
and/or disabled. '

Priority: Preservation of subsidized rental housing projects with expiring affordability restrictions
Particular interest:
¢ Projects that preserve affordable units that are at risk due to expiring project-based
Section 8 subsidy. '
e Preservation of tax credit projects with expiring affordability restrictions, if rents are
currently below-market and buildings serve a significant number of very low-income (0-
50% of median income) households.

Priority: Housing that helps address specified community development objectives

Particular interest:

e Affordable workforce housing (generally housing affordable to households with incomes
31-80% of median income) that furthers revitalization or other community development
goals in Housing Investment Areas. Strategies and priorities for Housing Investment
Areas are identified in the Levy Administrative & Financial Plan, Consolidated Plan, and
neighborhood plans.

Rental Preservation & Production

Exhibit 1 to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006




2002 Housing Levy Levy A&F Plan, 2005-2006

e New construction of affordable housing in urban centers, especially those lagging in
meeting their residential growth targets as identified in the Comprehensive Plan or those
where affordable housing is needed to help mitigate displacement of low-income people
due to gentrification.

o Transit-oriented development projects that are generally located within %2 mile of a light
rail station, monorail station, or major transit center.

Program Policies

1. Use of funds

The City’s affordable rental housing priorities are included in Appendix H of the 2005-2008
Consolidated Plan for Housing & Community Development, as it may be amended.

Program funds can be used as long-term loans, bridge loans, reserves for additional loans to
projects under development and, under certain circumstances, supplemental funding for
projects previously funded by the City.

Program funds can be used to pay for acquisition and/or rehabilitation costs associated with
preserving existing vacant or occupied buildings, for new construction projects, and for
permanent or "take-out" financing, including refinancing of existing loans. X

Eligible acquisition costs include reasonable costs associated with building or land purchase,

such as: '
e Purchase price

Option costs

Financing fees

Appraisal costs

Closing costs

Interest

Inspection fees

Title insurance

Professional fees

Eligible rehabilitation and new construction costs include but are not limited to:
¢ Architectural/engineering fees

Construction costs

Relocation costs

Operating costs during project rent-up

Hazardous materials abatement

Eligible permanent or "take out" financing costs include costs related to the acquisition,
development and construction of the units.

Reasonable development fees will also be an eligible use of Levy funds. Development fees
must be consistent with OH's Developer Fee Policy, as published in the Office of Housing’s
annual Notice of Funding Availability (NOFA) and as it may be amended by the Director from
time to time, and will be considered as part of the development budget for a proposed project.
OH will review the proposed development fee for nonprofit agencies that receive other City

Rental Preservation & Production

Exhibit 1 to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006




2002 Housing Levy % { Levy A&F Plan, 2005-2006

funds for their housing development services to insure that Levy and other City funds are not
being used for the same purpose.

For projects selected for funding, up-front development costs incurred prior to a project's
selection will be eligible for Levy reimbursement. Examples of up-front costs include earnest
money agreements, legal costs, and preliminary architectural or engineering costs. Impact
Capital (IC) is a potential source of up-front development costs for nonprofit agencies. Levy
funds can be used to repay Impact Capital loans.

2. Eligible projects

Levy program funding may be used as described below. Eligible projects may include entire
buildings, individual units(s) within a building, portions of a building, or individual units(s) or
portions of several different buildings, consistent with the policies described below.

Levy funds can be used for projects that combine subsidized rental housing with market-rate
units or other uses. The borrower must demonstrate that City funding is attributable to the Levy-
eligible housing and that costs of other parts of the project are paid from funds eligible for that
purpose.

Residential space includes common areas and support space, to the extent attributable to the
housing and not to other uses. Examples include:

- e Common areas for resident use such as television or reading rooms;

Areas for cooking, eating, bathing;

Corridors, stairwells, storage areas;

Management office space; and

Building lobby area.

For projects serving special needs populations, other accessory space (e.g. space used for on-
site social services for residents) that is necessary for the viability of the project may be
considered part of the Levy-eligible housing.

Levy funds may be allocated to non-residential areas of mixed-use buildings only for work
directly benefiting the residential units; e.g., rehabilitation work that is part of overall exterior
building improvements (masonry repairs) or rehabilitation work necessary to insure the
structural integrity of the building. Costs associated with commercial tenant improvements or
improvements to market-rate units are not eligible for Levy funding.

Mixed-use buildings will require financing for non-housing portions of a project. While Levy
funds may not be used for costs allocable to non-housing portions, nor for costs allocable to
housing for ineligible tenants, OH will help applicants identify other project funding or innovative
fund sources to cover non-housing project costs.

Where it is impractical to segregate construction or rehabilitation costs between Levy funded
units and other portions of a mixed-use or mixed-income project, the OH Director may permit }
such costs to be prorated between Levy funding and other funding sources based on any |
reasonable formula. In order to facilitate development of the Levy-eligible units, OH may allow }
Levy funds to be used for the full amount of a cost item (such as land or building purchase) that
is partially attributable to non-residential or market-rate space, if there is adequate assurance
that sufficient funding from appropriate sources will be provided prior to project completion to

Rental Preservation & Production
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pay for a share of total project costs equal to the full amount allocable to such space and that
final cost certification will confirm the allocation of costs of such space to such sources.

3. Eligible tenants

Tenant households must generally have incomes at or below the applicable limit for the unit—
30%, 50% or 60% of area median income, adjusted for household size, to be eligible to live in a
unit assisted through the Rental Preservation & Production Program. Detailed rent requirements
are outlined in Section 8, Occupancy and Rent Requirements, and the requirements for
individual projects will be included in loan documents prior to fund disbursement.

In some projects, some or all units may be reserved for homeless persons or households with
one or more members who have a disability or special need.

Where appropriate borrowers are expected to contract with service providers or provide
appropriate support services. Projects providing transitional housing will be required to link
support services directly to households in those units, but on-site services will not necessarily
be required.

4. Eligible borrowers

Eligible borrowers of Housing Levy funds are:

e Private nonprofit agencies;

¢ Public Development Authorities;

e Seattle Housing Authority (SHA), except that Levy funds for housing units developed as
part of SHA HOPE VI redevelopments are not eligible unless the City Council approves
such use through a Memorandum of Agreement or other agreement with SHA;

e Private for-profit owners/developers.

Private nonprofit agencies will be required to submit articles of incorporation and an IRS letter
as proof of nonprofit status. Eligible nonprofits must have a charitable purpose, which may or
may not include the provision of housing. The City's preference is to provide funding to nonprofit
borrowers, including public agencies that have established housing as a primary mission and
track record of the organization. Through the project selection process, priority will be given to
nonprofit and public agencies that have demonstrated ability to develop and/or manage low-
income housing, and to limited partnerships or other organizations through which such nonprofit
and public agencies obtain tax credits to help finance a project.

Any partnership or organization created by a nonprofit or public corporation in order to obtain
tax credits may be treated by the Director as a nonprofit corporation for purposes of the policies
in this Plan. The Director also may consider as nonprofit corporation any corporation, limited
liability company, general partnership, joint venture, or limited partnership if all shareholders,
members, partners, and any other equity owners of such entity are nonprofit corporations or
public entities.

Borrowers ordinarily must demonstrate previous experience in the development, ownership, and
management of housing projects similar to the project being proposed. If the nonprofit borrower
does not have previous experience in one or more of those areas, the borrower will be expected
to propose an appropriate relationship with another entity in order to demonstrate required
experience. OH will evaluate the experience of a borrower's management/development team,

Rental Preservation & Production
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staff, Board of Directors, and other project and program experience to determine there is
sufficient capacity to develop, own and operate housing on a long-term basis.

5. Maximum City percentage of project financing

The City’s maximum percentage of project financing includes all OH and other capital funds
administered or allocated by the City that may be combined to provide permanent gap financing
for the housing portion of a project, including funds from any Housing Levy, the Community
Development Block Grant Program, HOME Program, Housing Bonus Program, Transferable
Development Rights Program, any special mitigation funds, program income, Office of
Economic Development (OED) Equity funds, and OED Community Development Corporation
and technical assistance funds if used as capital for development or other long-term capital gap-
financing subsidy. The City’s maximum percentage of project financing also includes funding
awarded from King County Document Recording Fees allocation processes. Bridge or Section
108 loans are not included in computing the percentage. For purposes of this section, “project”
is defined as those units in the building(s) that are City funded and rent-regulated, and the
common areas, elements or portions allocable to those units.

Leveraging other non-City resources is required for most projects. The established maximum
percentage of project financing figures will be reviewed in light of actual project experience
when future plans are prepared and will be revised if necessary.

In general, the maximum per project amount that the City will provide is 40% of total
development costs of the low-income housing portion of a project. Total development costs are
all components of typical development budgets, including acquisition (land and/or building),
construction costs, and soft costs.

Waivers may be granted by the OH Director on a project-by-project basis to permit City funding
in excess of the percentage stated in the previous paragraph. The OH Director may approve an
increase in City subsidy of an additional 10%, up to a total of 50% of the low-income housing
portion of a project's total development costs for projects that clearly demonstrate the need for a
policy waiver.

Waivers may be considered on a case by case basis for projects meeting one or more of the
following criteria: '

e Projects that are located in an area with little or no subsidized, low-income housing, or in
an area identified in the City's comprehensive plan or other adopted policies as one in
which low-income subsidized housing should be encouraged.

e Projects that provide special amenities and/or unique design features for the proposed
tenant population. This may include projects that contain larger units for families; or
projects that require reconfiguration of units to meet the needs of the proposed
population; or special design features resulting from the participation of potentlal tenants
and/or community members in project development.

e Projects where other public funders have made their maximum award or for which
maximum leveraging of other public fund sources is not possible due to timing
considerations, i.e. sources not available at time project should proceed. OH may ask
borrowers to apply for other fund sources later, if appropriate.

OH will use costs of previously funded, comparable projects as a guide in determining if a
waiver is justified; however, waiver decisions will be made on a case by case basis based on
specifics of the particular project or situation. Additional waivers permitting higher City subsidy
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amounts may be granted if the OH Director finds that the leveraging potential of other fund
sources is very limited and higher City subsidy is warranted. In this limited circumstance,
funding in excess of 50% of total development costs of the City-funded units is permissible, as
long as the project is a rental housing priority of particular interest as described in this A&F Plan.

6. Location

Funded projects may be located in any neighborhood, subject to any applicable policies
provided in Appendix H of the 2005-2008 Consolidated Plan for Housing & Community
Development, as may be amended.

7. Siting

The following criteria will be considered during the project selection process to determine if the
location of a proposed project promotes a quality environment for the population to be served,
and will apply equally to transitional and permanent housing projects:
proximity to transit, goods and services necessary for the specific population;
relationship and compatibility of the project with other uses in the area;
safety and security of the location for the proposed population;
special amenities (e.g., availability of safe and secure outdoor play space for children in
family housing projects).

Proposed projects must also be in compliance with the City’s Siting Policy (formerly called the
dispersion policy), as provided in Appendix H of the 2005-2008 Consolidated Plan for Housing &
Community Development, as it may be amended.

8. Notification

Borrowers must initiate a community notification effort prior to application for funding. The full
text of the City’s Good Neighbor Guidelines is included in Appendix H of the 2005-2008
Consolidated Plan for Housing & Community Development, as it may be amended. Failure to
comply with notification guidelines may result in rejection of an application, denial of funding,
deferral of funding pending further notification efforts, or other remedies as determined by the
OH Director. ,

9. Occupancy and rent requirements
(a) Income-eligible tenants and affordable rent levels

Generally, program funds are available only for units that will be occupied by tenants with
incomes at or below the applicable limits at affordable rents for the respective income
categories. Tenant households with income above the eligibility levels are called "over-income
tenants.” City funding will not be available for units that will be occupied by residents with
income greater than 80% of median income (at the time of their initial occupancy or the time of
City funding, if later); however, the City may require as a funding condition that units occupied
by such tenants, although not City-funded, become rent-regulated under a City Regulatory
Agreement when occupancy changes.

Where an existing, occupied project is to be acquired or rehabilitated with Levy funds targeted
at households with incomes up to 30%, 50% or 60% of median income, and some units
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subsidized with those funds are occupied by over-income tenants with income up to 80% of
median income, Levy funds may be used for units that will be brought into compliance with
income and affordability rules for the target income group within two years of the date of the
loan agreement. The initial regulatory term would be established for a fifty-two year period. By
the end of the initial two-year period after the date of the loan agreement, over-income tenants
would need to be relocated or the Borrower would be in default.

Extremely low-income tenant households (30% of median income and below) in units
subsidized through the Operating & Maintenance Program generally are required to pay 35% of
their incomes toward rent and utilities, consistent with the Operating & Maintenance Program
section of this Plan.

Tenants who are income-eligible at the time of their initial occupancy or the time of City funding,
whichever is later, generally are not required to be relocated merely because they become over-
income tenants through changes in income or household size.

See subsection (e) for policies applicable to projects receiving HUD “Section 8” or certain other
subsidies.

(b) Rent increases

Rents immediately after rehabilitation or after acquisition for low-income tenants in Levy-funded
units generally should not exceed before-rehabilitation or before-acquisition rents. Displacement
of low-income tenants due to after-rehabilitation or after-acquisition rent increases should be
avoided. Higher after-rehabilitation or after-acquisition rents will be considered only if necessary
to insure adequate project operating funds. After-rehabilitation and after-acquisition rents for
vacant units and rents for newly constructed units should generally not exceed an average of
the rents for comparable occupied units.

During the loan term, rents for occupied units can be increased up to 1.5% per annum or up to
the percent increase in the Housing Component of the Consumer Price Index (CPI) for Rent of
Primary Residences for the Seattle area, whichever is greater, provided that the adjusted rent
can be no greater than the maximum affordable rent for the target income category specified in
the project regulatory agreement. However, projects that have experienced extraordinary
expenses may request an increase greater than the amount allowed, provided that the rent is
consistent with the applicable affordability restrictions and OH has reviewed the request and
approved it. Upon unit turnover, rents may be adjusted to the maximum allowable rent based on
number of bedrooms and affordability level. OH will publish the CPI escalation factor and
maximum affordable rents by number of bedrooms annually. The intent is to permit modest rent
increases as operating costs increase in order to avoid sudden, sizeable rent increases that
could displace residents and also to avoid undue financial hardship on borrowers.

Borrowers shall estimate operating costs in operating proforma approved by OH. Operating
costs shall include taxes, insurance, utilities, salaries, management fees, replacement and
operating reserves, maintenance supplies and services, and other such expenses as shall be
allowed by OH.

At no time during the term of the loan can rents payable by tenants for units occupied by
income-eligible tenants exceed "affordable rent" as defined under “Program Definitions” below.
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Rents for over-income tenants may be increased above "affordable rent levels.” If the property
includes market-rate units or units with different income eligibility levels, and if OH has approved
a "floating unit" regime, the unit occupied by an over-income tenant may cease to be considered
a City-funded unit, or may be moved to a higher income category, upon substitution of a
comparable unit.

(c) Fund allocatioh policy

Levy Program funds for Rental Preservation & Production are subject to the following policy:

¢ All Levy Rental Preservation & Production Program funds must be used for housing with
affordable rents for households with incomes at 60% of median income;

e Atleast 59% of Levy Rental Preservation & Production Program funds shall be used for
housing with affordable rents for households with incomes at 30% of median income;

o Up to 10% of Levy Rental Preservation & Production Program funds may be used for
housing with affordable rents for households with incomes at 60% of median income but
not affordable rents for very low-income households;

e Up to 31% of Levy Rental Preservation & Production Program funds may be used for
housing with affordable rents for very low-income households but not affordable rents for
extremely low-income households.

OH administers the fund allocation policy across the Rental Preservation & Production program
as a whole, not on an individual project-by-project basis. The policy is administered on a two-
year cycle. All projects approved for Levy program funding from January 1, 2005 through
December 31, 2006 shall be included in calculating City affordability policy goals for the 2005-
2006 period.

(d) Other policies

Borrowers who have committed to serve specific populations must obtain OH approval for any
change in low-income population to be served. If some event occurs, such as loss of services
funding, that the borrower believes requires a change in the tenant population, the borrower
should consult with OH concerning alternatives and then current City priorities.

Commercial space rental income should be used to reduce residential rents or to subsidize the
housing operating expenses whenever possible.

Rent levels for units assisted under both the Housing Levy Program policies and directly under
federal HUD programs shall be consistent with applicable federal laws or regulations now or
hereafter in effect, and any terms of HUD or SHA contracts. Where rent subsidies or vouchers
are provided by HUD or SHA, the Director may allow the total rent charged to be the maximum
allowed by HUD or SHA, provided that the tenant is not required to pay an amount that would
exceed affordable rent (unless the tenant is an over-income tenant).

For so long as Housing Levy Operating & Maintenance Program subsidies are provided with
respect to a unit, the rent requirements contained in the portion of this Administrative and
Financial Plan governing that Program shall apply to that unit and shall supersede any other
rent limitations otherwise applicable, except as stated in the preceding paragraph.
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10. Loan conditions

The intent of the Levy is to provide long-term low-income housing for permanent or transitional
occupancy. Loan conditions are meant to promote and encourage long-term use of properties
for low-income housing. The OH Director may deviate from the loan terms and conditions
contained in this Plan in the following cases:
o for tax credit partnerships, where such loan terms may impair the availability of tax
benefits; or .
¢ when the borrower expects to receive other funding sources from which full or partial
repayment of the City loan can be made prior to the normal maturity date.
In addition, the Director may agree to modifications or limits on the City’s exercise of rights
under loan documents where necessary to enable the project to secure other funding, including
HUD-insured loans and HUD capital grants.

Debt service requirements may be established depending on income level served, operating
budgets, and extent of other subsidies used. "Tax credit partnerships" may include limited
liability companies or other entities organized to utilize low-income housing tax credits and/or
other tax credits.

(a) Loan terms

Permanent loan terms will be a minimum of 50 years. OH may provide an acquisition or
construction loan for a much shorter term that is eligible for conversion to a permanent loan
upon satisfaction of conditions.

(b) Interest rate

The interest rate for projects not using low-income housing tax credits will generally be 1% for
nonprofit-sponsored projects, 3% for private for-profit-sponsored projects, and will be set
according to the project's ability to support debt service. The interest rate for projects using low-
income housing tax credits will be a minimum of 1% simple interest and a maximum of the
Applicable Federal Rate for the purposes of Section 42 of the Internal Revenue Code,
depending on the project's projected capacity for repayment. The actual interest rate for projects
using low-income housing tax credits will generally range from 1-3% and will be set on a case-
by-case basis. The interest rate will exceed 1% where there is a net financial benefit to the
project. The purpose of establishing a range for the interest rate on Levy funds is to provide
flexibility in financial structuring to maximize tax credit equity contributions and to help preserve
long-term affordability. Interest on program loans will accrue annually as simple interest.

(c) Repayment

OH will generally make deferred payment loans that must be repaid out of a share of surplus,
residual cash flow, and are payable in full on sale, change of use, or at the end of the loan term.
Borrowers may further defer payment of principal, deferred interest, and contingent interest by
extending the loan term. Amortizing loans will be required if project budgets can afford
repayment and meet required rent levels. Terms of repayment required will be established as
each project is reviewed.
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(d) Transfer and assumption

The OH Director may permit the transfer and assumption of the loan, and the transfer of the
property acquired, constructed or rehabilitated with the proceeds of the loan, without requiring
repayment of principal, interest or other amounts owing under the loan at the time of the
transfer, under any of the following circumstances:

e The loan is assumed by a tax credit partnership and the partnership makes a substantial
equity investment in the low-income housing;

e The property is transferred by a tax credit partnership to a nonprofit corporation or public
agency approved by the Director, including without limitation a transfer to the general
partner pursuant to the terms of an option agreement made in connection with the
formation of the limited partnership; or

e The property is transferred, with the approval of the Director, to a qualified nonprofit
corporation or public agency, without substantial consideration to the transferor other
than assumption by the transferee of outstanding obligations.

Prospective new owners must complete a transfer of ownership application and meet the
guidelines established for transfer of ownership.

(e) Covenant

A covenant will be recorded against the property that requires continued use of the property for
low-income housing for the stated term of the loan, and for any period for which the loan is
extended. Unless otherwise agreed by the Director, the covenant shall continue in effect if the
loan is repaid or discharged before the maturity. The Director may release the covenant, wholly
or in part, in connection with a sale of the property approved by the Director, including any
foreclosure, if the Director determines that under all the circumstances, including any proposed
substitution of other units, the release will likely result in a net benefit to the City’s efforts to
achieve low-income housing goals, compared to maintaining the covenant.

(f) Contingent interest

City participation in project equity in the event of change of use or sale of property (contingent
interest) shall be required for all Rental Preservation & Production Program projects. Upon sale,
change of use, or prepayment of the loan, loan principal plus the greater of either deferred
interest or contingent interest shall be due. Contingent interest shall be calculated according to
a formula established by OH.

The City's contingent interest should reflect the amount of City funds contributed as permanent
financing to a project and should be modified by any additional funds contributed during the loan
term, such as capital contributions approved by the City or borrower subsidy necessary to cover
operating losses. For example, if City funds are 50% of total project costs, the City should
receive, in addition to repayment of its principal, 50% of proceeds remaining after repayment of
approved project debt (but not including contingent interest owing to other project lenders).
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(9) Prepayment premium

Prepayment of loans under the Rental Preservation & Production Program will be subject to
Office of Housing approval. Such approval shall not be unreasonably withheld if the borrower
provides adequate assurances of future compliance with the affordability and occupancy
restrictions in the regulatory agreement and recorded covenant. If a borrower repays the City
loan (principal plus the greater of interest or contingent interest) during the first 15 years of the
loan term, a prepayment premium shall also be due.

The prepayment premium shall be 50% of the original loan principal if the loan is repaid during
the first five years of the loan term. The prepayment will decline by 5% per year in years 6
through 15. There will be no prepayment premium after 15 years.

Prepayment premiums shall not be due in the event of involuntary prepayment, due to casualty
where there are insufficient insurance proceeds or other sources reasonably available to
complete the repairs or condemnation.

(h) Loan term extension

~ Any unpaid principal balance and accrued, but unpaid interest on OH loans will be due and
payable at the end of the 50 year loan term; however, borrowers shall have the option of
extension, or, in certain circumstances, forgiveness of the OH debt. At the end of the loan term,
borrowers will be encouraged to extend the loan term and continue to extend the period of
affordability restrictions for an additional 25 years, provided the property continues to be in
compliance with the OH affordability requirements.

(i) Debt forgiveness

Projects serving extremely low-income households shall be defined as projects with 50% or
more units with rents affordable to extremely low-income residents. For such projects, debt is
forgivable under the following terms: if the loan term is extended for 25 years, the loan principal
and accrued, unpaid interest will be forgiven at the rate of 4% per year (of the total principal
balance and accrued interest obligation as of the end of the initial loan term), so long as the
borrower and the property remain in compliance with OH loan documents.

For any other types of projects, principal debt and ordinary interest are not forgivable, but if the
period of affordability restrictions is extended for an additional 25 years, the borrower may
extend the repayment term for 25 years and continue to pay the outstanding debt from a portion
of net cash flow as determined by a formula approved by the Housing Director.

(j) Use of funds owing to the City

Sale of projects during the loan term requires City consent. Loan payments to the City will be
deposited in the Low-Income Housing Fund. Funds will not necessarily be reallocated to the
Levy program from which they were committed. Funds returned from all Levy programs will be
reallocated by OH to low-income housing projects according to priorities established in the
current Administrative and Financial Plan or appropriate City policy plans as determined by OH.
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(k) Refinancing

OH may allow refinancing of private debt in cases that result in additional capital investment in
the project, that result in a lower interest rate, or that produce some other long-term project
benefit. In general, OH will subordinate its deed of trust to new financing on reasonable terms if
the outstanding principal balance of the new loan does not exceed the existing balance of a loan
senior to the City deed of trust, or if the additional debt is used to repay a portion of the OH loan
or for low-income housing purposes approved by OH, or some combination of these uses. OH
‘shall review refinancing proposals, including the proposed new financing terms, proposed
transaction costs, an assessment of the capital needs of the development and the adequacy of
reserve accounts, and may define additional submittal requirements.

() Additional project subsidies

At the end of the loan term and at the borrower's request any time during the loan term, the City
and the borrower should review the status of a project and evaluate its continued feasibility.
Projects will be underwritten with the goal of having a financing plan that achieves self-
sufficiency for each project, so that repairs and improvements can be fully covered from the
project's operating income or reserves. The City recognizes that in some cases a capital
subsidy may be needed to assure the continued life of the project. If capital and operating
subsidies necessary to maintain project viability are not available, the City and the borrower
should in good faith use their best efforts to jointly develop strategies to maintain affordability
and project viability. Remedies to maintain project viability may include additional City, other
public, or private resources, as well as City-approved adjustments in rent levels or number of
project units that must remain low-income, consistent with City policy and other applicable laws
and regulations.

The Office of Housing may use a portion of Levy Rental Preservation & Production funds to
meet the capital needs of existing city-funded projects, if the project meets all of the following
criteria: a) the property has a critical capital need or code violation that cannot be addressed
through the property's cash flow, reserves or other available resources, b) no other funding is
available within the time frame required for the project, c) a public benefit will be realized as a
result of the additional City funds, d) the borrower will make a significant financial contribution,
and e) the borrower has demonstrated a plan for capable management and fiscal operations of
the property. Such funds may be provided as shorter-term loans or added to existing long-term
OH loans, as OH may determine based on the circumstances of the project.

(m) Property standards

Borrowers will be required to provide well-maintained and well-managed housing. Loan
conditions will require sufficient replacement and operating reserves to help ensure projects are
well maintained and managed.

(n) Non-recourse

Loans generally shall be made on a non-recourse basis, with the City's remedy limited to its
security in the project, project rents, and project reserves, except in cases of fraud, waste or
other circumstances determined by the OH Director to justify recourse against the borrower. OH
may require recourse to the borrower or a guarantor, either temporarily or until certain
conditions are satisfied, in particular circumstances where the City’s security in the property may
be inadequate.
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(o) Special needs projects

Loan terms may include occupancy requirements specific to dedicating units for homeless
individuals or households with special needs. Borrowers whose projects have units restricted to
persons with particular special needs may propose to change the special needs or target
population group being served in a project sometime during the 50-year loan term. If an event
occurs requiring a change in population group served, borrowers with special needs projects will
first be required to serve another special needs population approved by the City. If OH
determines that that is not feasible or appropriate, OH may allow a general income-eligible
population to be served.

\

(p) Use of Levy projects as security for other low-income projects

Borrowers may use Levy-funded projects as security for financing other low-income housing
projects if borrowers receive advance written approval from OH. OH may give such approval if
the borrower demonstrates that using a Levy-funded project as security for financing another
project will achieve benefits for the City and not jeopardize the viability of the Levy-funded
projects. :

(q) Bridge loans

Bridge loan policies are provided in the “Program Funding Plan” chapter of this Plan.
(r) Conduit financing

In order to take advantage of opportunities or to respond to requirements of particular projects,
the Director may provide Levy funds to a project indirectly, for example by a loan to a borrower
that then re-lends the funds to a project owner or lessee. Such financing may include, without
limitation, acquisition of tax-exempt bonds from a conduit financing agency where the proceeds
are used for an eligible project. In general, the project owner or lessee in such cases must
agree to the regulatory terms described above and must provide a deed of trust for the benefit
of the City, or that is assigned to the City.

(s) Leases

Site control through ownership of property is preferred to site control through a long-term lease
except in cases where the lessor and lessee agree to accept the loan conditions described
above and the City receives security in both leasehold and fee interests. Projects involving a
borrower that is a lessee where lessor and lessee do not both accept these terms and
conditions will be permitted only if the project represents an unusual cost-effective opportunity
or furthers other community development objectives.

At a minimum, the following conditions will apply to properties where the borrower is the lessee
and the owner does not agree to accept the normal loan terms and conditions above:

e Repayment: Loans involving leases must be structured to provide for repayment over
the life of the lease. The OH Director may modify the normal repayment terms, as
appropriate, by requiring different terms from or in addition to those generally specified
by this Administrative and Financial Plan.
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e Construction standard: Projects must meet construction standards appropriate for and
consistent with the length of the lease term.

e Property standards: The housing must be maintained and managed consistent with
Section 10(m) above. In addition, replacement reserves should be sufficient to maintain
decent, safe, and sanitary housing during the lease term. Replacement reserve funds
remaining at the end of the lease term should be used in other low-income housing
projects.

e Borrower equity: Borrowers must contribute equity to the project. OH will establish the
appropriate requirement for each project.

¢ Interest rate: The interest rate shall be consistent with Section 10(b) above.

e Lease term: Minimum lease term is 50 years with preference for longer terms when
feasible. The lease term must exceed the City loan term by at least six months.

e Security: Security for the City loan should be appropriate to protect the City's interest in
repayment of the loan.

11. Fair contracting practices, WMBE utilization

Borrowers must comply with the City’s Fair Contracting Practices Ordinance. Borrowers and
their general contractors shall be encouraged to take actions, consistent with that ordinance,
that would increase opportunities for women and minority business enterprises (WMBEs). A
combined WMBE aspirational goal of 14% of the total construction and other contracted
services contracts shall apply for all affordable rental housing capital projects funded by OH. OH
shall encourage additional efforts to increase WMBE participation including mentoring programs
and participation in apprenticeship and other training opportunities.

12. Leveraging

A goal of the Levy is to leverage non-City resources for capital, operating, and supportive
services to the greatest extent possible. Project borrowers are encouraged to combine Levy
funds with resources from federal and State programs, e.g., McKinney Homeless Assistance
Act, State Housing Trust Fund, State Operating & Maintenance Funds, and the King County
Regional Affordable Housing Program (funded by document recording fees). Leveraging of
foundation and grant funds, and owner equity are strongly encouraged. Borrowers shalll
consider Levy funds as matching funds for other fund sources.

In the project selection process, projects will be evaluated on the extent to which non-City funds
are included while, at the same time, affordable rents are maintained for low-income
households. Projects may be approved contingent on borrower application for funding from
appropriate non-City, public or private fund sources that may reduce the need for Levy funds.

Use of the low-income housing tax credit and historic preservation tax credit programs will be
encouraged whenever possible. In general, project equity available as a result of participation in
a tax credit program after a reasonable allowance for the costs of obtaining such equity shall be
used to reduce the City's share of project funding. The OH Director may allow a portion of the
equity funding from tax credits to reduce the other funding sources' shares of project financing
or be used to subsidize operating expenses of special needs projects.
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13. Relocation, displacement, and real property acquisition

OH discourages affordable rental housing proposals that will result in permanent displacement
of households. Projects should be designed to minimize displacement of households. Any
temporary relocation or permanent displacement of households must comply with all applicable
provisions of (a) the City’s Tenant Relocation Assistance Ordinance (TRAO), (b) the City’s Just
Cause Eviction Ordinance; and (c) for projects using federal funds, the City’s Residential Anti-
Displacement and Relocation Assistance Plan (RARAP), the federal Uniform Relocation Act
(URA), and other relocation regulations and handbooks applicable to the particular funding
program.

These policies, laws and regulations contain, among other requirements, different timelines
under which households must be given various notices and provide for financial assistance
under certain circumstances. More information is available from the Department of Planning &
Development: http://www.seattle.gov/dpd/publications/landlord_tenant/landlordtenant.asp or by
phone at (206) 684-7867 (just cause eviction and tenant relocation assistance) and

(206) 684-7979 (Tenant Relocation Assistance Ordinance). In addition, consultation with OH
staff prior to submission of applications for funding is required for any applicant whose project
will involve any temporary or permanent relocation activities.

14. Management plan

Good management is critical to the overall success of projects. Project borrowers will be
required to submit a management plan to OH for approval. Management plans should include
the following:

e The occupancy standard (minimum and maximum.number of persons for each type of
unit) for the project. Any occupancy standards and their implementation must not conflict
with federal, State or City Fair Housing standards.

¢ Rent collection policies and procedures for dealing with late payments of rent and
damage to units.

e Description of management philosophy and experience serving proposed client
population.

o I|dentification of key staff position(s) both on and off-site involved in managing the
building including a description of staff responsibilities, previous experience, and
program for staff training.

¢ Policies for making budget adjustments including expenditures of replacement and
operating reserves and description of work order process.

¢ Description of long-term maintenance plan, including a schedule for both exterior and
interior maintenance of the building.

o Description of building security and emergency plan, including schedule for periodic
building inspections.

¢ Description of the tenant screening and selection process.

¢ Plan describing how vacant units are made ready and leased to new tenants upon
turnover. :

e Commitment to the City's Just Cause Eviction Ordinance.

o Referral process from programs serving households who are homeless.

e Affirmative Marketing Plan—plan must include marketing methods designed to reach
tenants from all segments of the community, including tenants who are persons of color
and persons with disabilities. Because a substantial number of persons who are
homeless are persons of color, minorities, non-English-speaking persons and persons
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with disabilities, it will be important for proposals serving people who are homeless to
demonstrate borrower understanding of the needs of persons form diverse backgrounds
and cultures and of persons with disabilities. : ‘

e Description of ongoing community education and involvement strategy, including steps
that would be taken to address complaints or issues raised by tenants and neighbors
about the building or tenants.

e Copy of leases or rental agreements to be used and description of how tenant files and
other records will be maintained.

¢ Description of the process for determining rent increases, and for informing tenants of
rent increases.

e Schedule for periodic capital needs assessment of life cycle cost analysis for the
replacement of major building components to ensure the replacement reserve is
adequate for the life of the project.

¢ Management plans for special needs housing, transitional housing, or other housing
requesting support services funding should also include the following information:

o Description of service support program to be provided to tenant households.

o Description of process for selecting/referring homeless households living in
emergency shelters to the transitional housing project.

o Demonstration that adequate funding is available for the service support program
component. ) :

o - ldentification of key staff responsible for coordinating or providing supportive
services.

o [f different agencies are responsible for managing the housing units and the
supportive services program, description of relationship between agencies and
copies of written agreements between the agencies.

o Involvement of tenants in project governance.

o Description of performance or outcome measures.

15. Project selection

Applicants will submit proposals to OH in response to a general Notice of Funding Availability
(NOFA). OH will publish the NOFA schedule at the beginning of each year. The NOFA will
describe when applications may be submitted and outline application requirements. All
applications must include information requested in the NOFA. Incomplete applications will be
returned to applicants; minor deficiencies may be corrected during the review process. Major
deficiencies will cause the application to be withdrawn from the funding round.

All applicants are strongly encouraged to attend a project pre-application conference with OH
staff prior to submitting an application for funding, consistent with requirements outlined in the
NOFA. Funding applications will first be reviewed by OH staff. Staff will review project proposals
for consistency with Levy policies and develop funding conditions, if appropriate.

The Director may reserve a portion of any year's Levy appropriation in order to provide
additional funding for approved projects if required due to unforeseen cost increases or
unavailability of other funds expected at the time of approval. If additional funds become
available, for example, due to cancellation of a project or cost savings, the Director may apply
such funds to any such necessary increase and/or to projects for which qualifying applications
were received in response to a prior NOFA but that could not be funded, or could not be fully
funded, due to insufficient funds then available.
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Funding recommendations shall be made by a Credit Committee, comprised of persons
appointed by the OH Director. The Credit Committee shall include private and public sector

~housing finance professionals, as well as representatives of the Mayor's Office and City Council,
if available, and other persons with expertise in affordable housing. The OH Director, whose
decisions on funding shall be final, will make project selection decisions based on Director's
judgment as to the overall mix of projects that will best implement the City's policies. Results will
be reported to the Housing Levy Oversight Committee. Project selection will be based on, but
not limited to, the following general criteria:

e Reasonable cost—project cost comparison.

e Project readiness—is the applicant ready to move the project forward in a timely way; is
the timing of the other funding sources sequenced appropriately?

e Rental housing priorities—which projects best meet the City’s rental housing priorities?
Overall investment opportunity—which projects provide the most public benefit for the
City? }

e Community development opportunity—which projects offer community benefit beyond
provision of housing units?

e Borrower's track record—has applicant demonstrated successful development and
operation of affordable housing, is applicant agency current with all reporting information
on previously funded projects; does borrower have adequate financial capacity; are
previously funded projects proceeding on schedule and within budget?

The criteria will be published in NOFA documents, with more explanation on how criteria will be
applied. All complete applications received by the application deadline will receive consideration

for funding.

Funding announcements by the Director are preliminary and not binding on the City until
contract documents are negotiated and signed by both the Director and the applicant. After
funding decisions are announced, the Director may revoke or reduce funding to any project
based on a number of factors, such as failure to meet funding conditions or failure of the
applicant to obtain other funding; noncompliance by the applicant with City policies;
determination of inaccuracies in the information submitted; increased costs or other factors
affecting feasibility; results of environmental or other reviews; or failure to the applicant to agree
to loan conditions. The Director also may increase funds to a project after initial funding
decisions are made if reasonably necessary to assure success of the project or maximum public
benefit, based on new information not available at the time of the initial decision.

16. Project proposal requirements

OH will release Notice of Fund Availability (NOFA) documents that outline specific project
proposal requirements. Applicants will be required to submit information on proposed projects
that may include, but not be limited to, the items below. Information will be requested from
applicants in a manner and time appropriate to the specific type of project selection process.

e Project description, including location, number of units, current rents, and special
characteristics.

e Evidence (resumes, narrative, recent audits and organization’s current financial
information, etc.) demonstrating project applicant experience and capacity in each of the
following areas:

o Development
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o Ownership
o Management
o Serving proposed population

e Experience of development team—description of development team members and their
experience with the type of project proposed.

¢ Construction description—proposed rehabilitation/development plan including total
scope of work, detailed cost estimates, drawings, reports and evidence of predesign
conference with Department of Construction and Land Use (DCLU).

¢ Development schedule—timetable for development of the project.

e . Phase | site assessment including asbestos/lead paint/hazardous materials survey—a
survey to identify the presence and amount of asbestos/lead paint and/or any other
hazardous materials or underground tanks within the building or elsewhere on site and a
description of proposed abatement measures. A Phase |l assessment will be required if
recommended in the Phase |.

¢ Development budget, including acquisition, rehabilitation or new construction costs, and
any relocation costs.

e Operating budget, including 15 year operating proforma with proposed rents and
justification for operating subsidy, if requested.

e Fund sources—description of all project fund sources including amounts and evidence of
funding commitments.

e Tenant profile—description of proposed and existing tenants, household size, estimate
and source of tenant income, discussion of the need for and extent of relocation.

» Support services—budget and description of all services to be provided on and off site
as appropriate, for the tenant population to be served.

¢ Evidence of site control—in addition to fee simple ownership, an option to purchase, an
earnest money agreement, a lease (or option to lease) with a minimum term of 50 years,
will constitute site control. OH will consider projects where the underlying ownership is
through a real estate contract if the contract holder is willing to subordinate his/her
interest to the OH loan or if there is adequate provision for the applicant to discharge the
underlying contract and obtain fee title.

e Appraisal—if the project involves acquisition, an appraised value based on the highest
and best use at the time of property acquisition will be used to assess whether or not a
fair price is paid for land or a building. Appraisals, or letter of opinion, will be ordered by
OH, or may be used if ordered by another project lending source acceptable to the City.
Project applicants should make acquisition offers subject to verification by appraisals
acceptable to the City.

Rental Preservation & Production
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e Community notification—description of results of community notification process and any
results at time of application and plans for additional notification activities. Proposal must
describe how community issues or concerns raised will be addressed.

e Zoning—description of zoning exception required, if applicable (examples of zoning
exceptions: variance, special exception, design departure, and conditional use). Zoning
exception approval may not be required at time of project application but normally will be
required prior to final loan commitment, and evidence that approval can be secured in a
timely manner will be required at time of project application.

In addition to information listed above, projects serving special needs populations will be
required to submit the following:

* Project description—including description of housing and supportive services program.
Applicant must describe population to be served and demonstrate how project will serve
that population. Applicant must demonstrate extent of "market" or level of need for
proposed project and describe project's impact on the target population.

» Evidence of site suitability—explanation why site is suitable for homeless or special
needs population to be served.

17. Construction requirements

The following construction‘requirements will apply unless otherwise noted in the NOFA
application. These requirements apply equally to both permanent and transitional housing
projects.

(a) Quality of construction
Applicants will be expected to provide quality housing that will last for 50 years or longer.
(b) Sustainability

SeaGreen: Greening Seattle’s Affordable Housing was developed by OH to promote energy
conservation, operational savings, and sustainable building practices in affordable multifamily

" housing projects. The strategies included in the SeaGreen guide work to reduce operating
costs, promote healthy environments and protect and conserve resources in City funded
affordable housing projects. The SeaGreen guide was completed in November 2002, and likely
will be updated periodically to reflect experience and changes in technology and sustainability
practices.

Sustainable building practices can include (but are not limited to) conservation and
environmental measures related to:
¢ Enhanced Design

o Site & Water
¢ Energy Efficiency
e Health & Indoor Air Quality
¢ Materials Efficiency
e Operation & Maintenance
Rental Preservation & Production -24 -
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Applicants are required to complete a SeaGreen Sustainability Plan Template checklist and
describe their sustainability plans. The checklist should be submitted with the NOFA application.

(c) Universal design principles

Applicants are strongly encouraged, to the maximum extent financially feasible, to incorporate
Universal Design Principles in housing units developed under the rental production and
neighborhood opportunity programs.

(d) Rehabilitation

Rehabilitation standards will be flexible to accommodate a wide variety of unit and building
types. Buildings will be required at a minimum to meet health and safety requirements of the
Seattle Housing and Building Maintenance Code. Rehabilitation work will largely focus on
repair/replacement of major building systems necessary to insure viable long-term housing. In
addition, overall design of the project and proposed improvements must be appropriate to
tenants to be housed.

(e) Phased rehabilitation

Phased rehabilitation refers to work items identified when a project is initially inspected but
postponed until a later date. Work that could be postponed includes building components that
have some remaining useful life or items like windows which could be replaced over several
years. Work that would cause previously completed improvements to be redone cannot be .
phased. ‘ .

Phased rehabilitation may be considered, but is disfavored unless all work items identified at the
time a project is considered for funding and postponed until a future date have an identified
funding source. Project budgets must either be structured to allow sufficient reserve funds to
build up to pay for work postponed, or another source of funding must be identified.

Applicants must present a phased rehabilitation plan to OH for approval. A decision to phase
rehabilitation will be made by OH within the context of a complete building evaluation that
includes a total scope of rehabilitation and a cost for the entire project.

Plans for addressing project rehabilitation needs based on thorough building inspections will be
required when projects are considered for funding. Plans must include work items to be
accomplished immediately following project selection, and those items proposed to be phased
over time. All major work items generally should be included at the time a project is funded.

(f) Contracting policies

As a general rule, all projects where cost of construction work exceeds $25,000 will follow a
competitive contractor selection process. Applicants that wish to select a contractor through
negotiated bid or other process must obtain advance approval from the Director of the Office of j
Housing. OH must approve contractor qualifications for projects prior to the start of construction. |
Unqualified contractors will be rejected. Pre-qualification of contractors will be allowed for |
purposes of establishing a defined list of contractors qualified for competitive bidding.

Competitive bids will be opened publicly. Bid openings will occur at a location to be determined
by applicants; bids can be opened at OH at the request of applicants.

Rental Preservation & Production
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If applicants do not have sufficient in-house construction management capacity, they will be
required to contract for this service. Applicants proposing to manage their own construction
projects must obtain OH approval. Such applicants must have prior experience managing a
construction project and have staff available to coordinate necessary work. In addition, the
scope of work should appropriately match the agency's construction management experience
and staff expertise.

Construction contracts shall encourage employment of female, minority and economically
disadvantaged workers. Hiring of people who are homeless is encouraged.

(9) Wage rates

State residential prevailing wage rates shall apply to the Levy's Rental Preservation &
Production Program; wage rate requirements will apply to the entire project, regardless of the
amount of Levy funding in the project. State residential prevailing wage rates shall be the
minimum rates paid for project construction. When federal funds are used in a project, the
higher of either the State residential prevailing wage rates (unless modified as stated below) or
Davis-Bacon wage rates (if applicable under federal law) will apply, unless applicable law
otherwise requires or another funding source requires a higher minimum rate. OH Director may
approve a change in these requirements if necessary to achieve compatibility with a state or
federal funding source or to promote inclusion of Levy-funded units in mixed income and/or
mixed-use buildings. :

(h) Apprenticeship program participation

Applicants are encouraged to require contractors to participate in State-approved
apprenticeship programs. Applicants who demonstrate to OH's satisfaction that requiring
contractors to have previous experience with State-approved apprenticeship programs would be
beneficial for project development can also include that requirement.

(i) Project labor agreements

Applicants who demonstrate to OH's satisfaction that use of a project labor agreement would be
beneficial for project development may require a project labor agreement.

18. Project monitoring

The OH Director shall require reporting containing information on the status of the project from
borrowers annually, or at any time upon reasonable advance notice.

(a) Performance measures

Performance measures will be based on the following principles:
e Measures should be based on information that is relatively accessible and easy to
collect;
¢ Measures should be coordinated with those required by other funders in order to keep
information unique to the City at a minimum;
e Deadlines for reporting and site visits by City staff should be coordinated with those of
other funders to the extent possible;

Rental Preservation & Production
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¢ In most cases, reports provided for other funders should be acceptable for City
monitoring purposes.

(b) Outcomes for housing project operations

Specific requirements will be included in loan documents, based on "Outcomes for Housing
Project Operations" listed below. The ten desired outcomes of the City's multifamily low-income
housing program are:

1. Rents and Occupancy
The housing has rents affordable to low-income households and is occupied by income
eligible households as specified in contractual agreements with the City.

2. Safe and Sanitary Condition
The housing is continually in safe and sanitary condition, and is in conformance with the
Seattle Housing and Building Maintenance Code and Housing Quality Standards. All
improvements must be in accordance with the Seattle Building Code. The housing
project is providing all the common facilities and design features originally constructed,
or altered through mutual consent, in the project.

3. Sound Project Fiscal Management
The project is being operated according to sound fiscal management practices, and all
reserves, taxes, utilities and debt service are being timely paid, including any amounts
due to the City.

4. Sound Borrower Fiscal Health
The project borrower is in sound fiscal health.

5. Management Plan
The project is operated according to the agency's original, or amended, management
plan. Long-term capital needs for maintenance, repairs and major replacements are
adequately planned for and done in a timely manner.

6. Project Serves Intended Population
A project which is designed for a particular population or housing need, such as persons
who are mentally ill or have substance abuse problem is serving the group approved by
City and is providing services as specified in the agency's management plan, as
specified in contractual agreements with the City.

7. Affirmative Marketing and Nondiscrimination
The housing is being affirmatively marketed and nondiscriminatory treatment for all
applicants and occupants is assured.

8. Good Neighbor
The housing project is a good neighbor, which is measured by good maintenance and
responsiveness to neighborhood concerns and complaints. ‘

9. Programs Serve a Variety of People
Collectively, the housing funded by City of Seattle programs is serving the variety of low-
income households, ethnic groups, and persons with special needs that have been
identified as in need of multifamily housing assistance.

10. Operations and Maintenance Subsidy
For projects in receipt of operations and maintenance subsidy, eligible households are
utilizing the subsidy, and the need for the subsidy is documented on an annual basis.

Rental Preservation & Production
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19. Affirmative marketing

Both nonprofit and for-profit borrowers receiving Levy program loan assistance will be required
to affirmatively market vacant units. Borrowers must use marketing methods designed to reach
persons from all segments of the community, including minorities, persons of color and persons
with disabilities. In addition, owners are strongly encouraged to inform providers of emergency
shelters and transitional housing about their projects and to promote access to households
ready to move into permanent housing. Owners will be required to maintain records of their
affirmative marketing efforts and to report annually to OH on those efforts.

Borrowers of funding for transitional housing will be required to develop processes to assure
that homeless individuals or families coming out of emergency shelters have equal access to

transitional housing projects.

Rental Preservation & Production
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NEIGHBORHOOD HOUSING OPPORTUNITY
PROGRAM (NHOP)

 TOTAL20032009 |  BIENNIUM2005-2006

Program funding $7,214,000 $2,061,143
Goal ' 196 units 56 units

Program objectives

The NHOP is a new program within the 2002 Housing Levy. Funding through this program is
available for rental housing, and may be combined with other City funding, as further described

in the Program Policies section below.

During 2005-2006, OH will proactively seek to fund units/projects with NHOP funding meeting
the following objectives:
e Focus funding primarily within economically distressed communities.
e Seek projects that have a catalytic effect in revitalizing economically distressed
communities. Specific criteria are listed in the Program Policies section below.
e Encourage development of projects in historically distressed areas (Central Area,
Southeast Seattle, and the Delridge Valley area of Southwest Seattle).

Program policies

Rental Preservation & Production Program policies will generally guide NHOP funding, except
as noted below.

1. Geographic focus

Ordinance 120823 directs NHOP funding primarily to “economically distressed communities.”
The maps attached as Attachment B show “economically distressed communities” where NHOP
funds will primarily be used, meaning:

e At least 75% of program funding shall be used within target areas shown on the maps in
Attachment B;

e Up to 25% of program funding may be used anywhere in the City, including within target
areas, provided projects meet some combination of criteria listed under “3. Project
section” below.

Funding must meet these percentage allowances over the 2 year period (2005-2006).

Neighborhood Housing Opportunity Program (NHOP)
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2. Funding allocation policy

NHOP funds are subject to the following policy:
o Atleast 25% of program funding shall be used for units serving households with incomes
up to 30% of median income; ‘
¢ All program funding must be used for units serving households with incomes up to 80%
of median income.

3. Project selection

To be funded, projects must meet some combination of the following criteria:

e Mixed-use and/or mixed-income projects that support key community-identified
development goals or revitalization strategies (eg. Neighborhood Plan project or
program);

e Project achieves multiple strategic objectives in support of community development and
project can demonstrate community support due to project support of community
objectives (e.g. Neighborhood Plan project or program);

¢ Project is of a size and scale to make a significant community impact;

Project, by itself or as part of larger effort, is catalyst for additional desired development;

e Project helps mitigate impacts of gentrification, for example, helping to maintain a variety
of housing types and prices in a community;

e Project fills gap in housing continuum and thereby helps create or maintain diversity of
housing opportunity;

e Project utilizes innovative design and architecture, preserves historic or landmark
buildings, promotes transit-oriented development, and/or deals with blight and neglect.

4. Combining NHOP funds with other City funds

NHOP funding may be used in combination with other City funding, subject to overall limitations
on amounts of City funding permitted per project outlined in the Rental Preservation &
Production Program policies section.

5. Project unit mix

Projects funded through this program may include mixed-use and mixed-income developments,
provided that the mix of units in an individual project must include a range of very low- and low-
income housing units; and that the Levy funds shall be used only for the portion of the project
financing that is allocable to the units that will serve income-eligible households.

Neighborhood Housing Opportunity Program (NHOP)
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OPERATING & MAINTENANCE PROGRAM

. BIENNIUM 2005-2006

TOTAL 2003-2009

Program funding $7,765,000 $2,218,572

Goal ‘ 154 units approved for funding | 44 units approved for funding

Program objectives

The Affordable Housing Financing Plan (“AHFP”) for the 2002 Housing Levy passed by Seattle
voters included $7,800,000 for the Operating & Maintenance (O&M) Program, assuming
maximum authorized revenues and subject to any reallocations by ordinance. In addition, 2002
Levy investment earnings may be used for the O&M Program, in accordance with the Affordable
Housing Financing Plan, as amended. The O&M Program was included in the Affordable
Housing Financing Plan so that a portion of the Rental Preservation & Production Program

~ housing would be affordable to a broader range of extremely low-income households
(households with incomes at or below 30 percent of median income) than would be possible
without such subsidy.

The 2002 O&M Program builds upon the success of the O&M programs in the 1986 and 1995
Housing levies. The program purpose is to provide operating support, or contingent
commitments of operating support necessary to secure adequate financing, for housing
affordable to households with incomes at or below 30% of the median income. Funds will be
used to fill the gap between eligible operating and enhanced property management costs and
project income.

Specific eligible operating and enhanced property management costs include:
e project operations and maintenance

utilities

property taxes

operating and maintenance reserves

project staffing and administrative costs

contract services related to project operations

Program focus (2002 Levy)

OH estimates that approximately $110,000 of O&M annual subsidy will be made available in
2005-2006 to organizations providing extremely low-income housing. Average subsidy amounts
will be based on borrower demonstration of need and costs for comparable projects. Priority will
be given during the project review process to projects for which significant non-city operating or
service funds have been secured and that will serve homeless or other special needs
populations requiring supportive services to maintain safe, stable living arrangements.

Operating & Maintenance
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Coordination with Seattle Housing Authority (SHA) on Section 8 subsidies

The SHA Board of Commissioners adopted a resolution in June 2002 committing, subject to
HUD regulations and requirements, to allocate 500 project-based Section 8 vouchers to Levy-
funded projects serving extremely low-income households. The Section 8 funds are a critical
resource for the success of the 2002 Levy in meeting the production goals for units serving
persons under 30% of median income. OH and SHA coordinate closely on the application,
review and timing for allocation of Section 8 vouchers with the Levy Rental Preservation &
Production Program.

Because Section 8 is subject to annual or periodic Congressional appropriations, the OH role in
administering the O&M program includes biennial reviews of the availability and renewal trends
for Section 8 contracts in Levy-funded units. This review is done and presented to the Levy
Oversight Committee every two years as part of the process for updating the Levy
Administrative & Financial Plan. As part of that report to the Levy Oversight Committee, OH
recommends whether a need exists to hold part of the O&M funds as a reserve or to use O&M
funds to provide short-term transition support to offset an unanticipated reduction in Section 8
assistance or other operating/support subsidy in Levy-funded units.

Program policies {2002, 1995, and 1986 Levy funding)

These policies shall apply to all initial commitments of O&M funds from the 2002 Housing Levy
and to O&M subsidy agreements and annual renewals made under any of the housing levies for
periods beginning after December 31, 2004, except to the extent that there is a binding contract
in effect providing that the City will renew an agreement on specific terms established when
prior policies were in effect. In such cases, renewals shall be based upon the terms of the
existing agreement, except to the extent that OH and the project borrower shall agree to
substitute different terms consistent with these policies.

1. Eligible projects

Projects funded by the 1986, 1995, or 2002 Levy that provide housing for extremely low-income
households may be eligible to receive O&M subsidy from that same Levy. Private owners and
developers as well as all types of nonprofit agencies, including public development authorities
and other public agencies, except for SHA, are eligible to participate in the program.

2. Eligible households
To be eligible for O&M subsidy, units must be occupied by extremely low-income households.
3. Funding limits and match target for initial commitments

In order to provide opportunities for as many projects as possible to be funded, maximum
funding of $2,500 per unit per year, for the initial full year of occupancy will be used in the 2005-
2006 period. Borrowers will generally be required to demonstrate evidence of reasonable
availability of a 100% match of project income for the O&M subsidy, from sources other than
tenant rent payments. Section 8 subsidy and O&M subsidy may be combined for the same
project to maximize the number of extremely low-income units, but subsidies from the two
programs may not be combined to support operating costs of the same unit. This match can be
comprised of financial support, in-kind assistance, or the reasonable value of services provided
by a third party entity on site. Projects receiving O&M subsidy will be eligible for annual
increases, subject to OH approval and availability of funds in the O&M program, to cover

Operating & Maintenance
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increases in eligible costs or the annual funding gap. The OH Director may approve raising the
per unit limit for a project if he or she determines that it is necessary to make a project viable for
a population with high service needs and the project would leverage above-average support
from non-city sources. In order to meet the overall production goals established for the Levy, the
average initial O&M amount per unit per year for the 2005-2006 period is expected to be $2,300
or less.

4. Dévelopment standards

Projects must provide quality housing with a minimum life of 50 years or more, assuming
ongoing capitalization and use of replacement reserves. Rehabilitation should minimize ongoing
maintenance and utility costs. Phased rehabilitation is allowable if fund sources can be identified
for completion and there is a funding source for the work other than the O&M funds. All
buildings are required to meet applicable zoning and building codes. O&M funds cannot be used
to cover deferred development costs.

5. Rents

Eligible households are required to pay 35% of adjusted monthly gross income for rent and any
tenant-paid utilities associated with a project. OH may permit exceptions if tenants are directing
their income to other program goals such as education, savings for transition to permanent
housing (e.g. first month rent, deposit), etc. Borrowers may request aiternate rent schedules to
meet unique program objectives; specific requirements will be outlined in subsidy contracts.
Occupancy rates are expected to be maintained at least at 95% or a rate determined optimal for
the specific project depending on the management plan. Annual project budgets should reflect
estimated rental income based on program design unique to each project.

If a project uses federal funds and the borrower commits to a different rent limit or formula in
order to avoid economic displacement of existing tenants, then the 35% figure may be reduced
as necessary to comply with that commitment. Rents in projects that receive funds under the
McKinney Act are determined in accordance with section 3 (a) of the 1937 Housing Act (i.e. 30
percent of income for rent and utilities). Income is to be reviewed annually and rental payments
may be adjusted by the borrower. If a household's income changes prior to the annual review
(due to loss of a job, addition of a household member, death of a household member, etc), rents
can be adjusted.

Some households may have little or no income when first moving into O&M-subsidized housing.
In these instances, the minimum tenant share of income paid for rent mentioned above may be
waived or reduced until the household qualifies for public assistance or becomes employed.
Borrowers must include any plan to temporarily reduce the share of tenant income required for
rent in their application for O&M support, and must demonstrate that the housing units will be
financially viable with the anticipated rent charged.

6. Adjustments to gross income

When determining rents, two adjustments to a household's gross income may be made. For a
household having unreimbursed medical expenses in excess of three percent of its annual
income, gross income can be reduced by the amount in excess of three percent. These
expenses can also include non-medical expenses for the assistance and care of household
members who are handicapped or disabled.

Operating & Maintenance
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Another allowable deduction is the out-of-pocket costs for childcare (for children under 13 years
of age) when it is necessary for the employment of an adult household member, or for his or her
further education. The cost of childcare can be deducted from gross income. The amount must
reflect the reasonable cost of care and cannot exceed household income.

7. Non-subsidized units

When a household subsidized by the program has an increase in income that resuits in a
household income greater than 30 percent of the area median income, the unit is no longer
eligible to receive subsidy. At the annual review or at such earlier time after the borrower
becomes aware of the increase in income as may be specified by OH, the O&M subsidy would
be discontinued. The household may have an adjustment to its rent depending on the terms of
the City Regulatory Agreement or conditions of other funding.

8. Tenant paid utilities

When utilities are separately metered and paid by tenants, borrowers are required to use the
utility allowance standard established by SHA or annually calculate the estimated cost for
tenant-paid utilities. If using a standard other than SHA's, the estimate is to reflect a reasonable
usage amount for each type of unit. The annual estimated cost is to be divided by 12 to
determine a monthly average amount. This amount would be subtracted from the total tenant
payment to produce the monthly rent the tenant would pay the borrower. In this situation,
tenants would be responsible for paying their utilities directly, regardless of the amount.

9. Management plan

A management plan is required for each application for.O&M subsidy. The plan must be
consistent with the intent of the Levy and adhere to local laws and regulations. The elements of
the plan are listed in Rental Preservation & Production Program portion of this Plan.

10. Maintenance plan

Each project must have a maintenance plan that describes how the building will be maintained.
It should describe the acceptable standard for each room (living room, bathroom, kitchen,
bedroom), common space (hallways, stairs, lobby), building systems (heating and plumbing),
and building exterior (roof, walls, foundation, chimney). For example, maintenance standards for
interior stairs would include that the stairs have lights that work, and the railings are safe and in
good condition. It should also include a schedule for inspections and both exterior and interior
maintenance of the building (fire safety, roof/gutter, HYAC maintenance etc). The plan must
also describe how long-term maintenance will be accomplished.

11. Operating budget and use of funds

An operating budget in the required format must be submitted with each initial application for
subsidy. For the annual review, an actual financial statement for the previous year and a
proposed operating budget for the following year will be required. The budget must be based on
the City's fiscal year, which begins January 1, unless the recipient receives written permission
from OH to use a different fiscal year.

Subsidy funds under the 1986 Levy must be used for "operating and maintenance costs" as
defined in Section 8.C of Ordinance 112904.

Operating & Maintenance
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Eligible uses of 1995 and 2002 Levy O&M subsidy include costs for:

e On-site salaries and benefits including all personnel costs directly associated with
operating the building.

¢ Off-site management including overhead and personnel costs that are necessary to
operate the building but are not located at the site.

e The cost of a financial audit. An audit will be required for each project with a program
subsidy of $35,000 or more, and from borrowers receiving an annual total of $50,000 in
O&M subsidies for multiple projects. The audit must be obtained by the borrower. The
audit must verify that the program funds were used for eligible expenses and that actual
expenditures correspond to the project's approved operating budget. Projects with a
program subsidy of less than $35,000 and total project revenue of less than $100,000
are not required to submit an audit, but are required to submit a detailed year end

- financial statement.

e Administrative expenses such as legal, advertising and marketing, insurance, collection
loss, property and personal property taxes. Ongoing maintenance expenses such as
materials, janitorial supplies, maintenance contracts, and security.

e Major repairs to and replacement of building systems and components such as replacmg
appliances and fixtures, major repairs to plumbing, electrical and heating systems re-
roofing buildings.

¢ Project paid utilities.

Replacement reserve deposits are an eligible operating expense. O&M funds can be
used to fund and build replacement reserves to a maximum set by the OH administrator,
with disbursements from reserves restricted to repairs and replacement of major building
components as approved by OH. The amount added to the reserve will be based on OH
loan conditions and periodic Capital Needs Assessment Plans to be prepared by
“borrowers evaluating capital needs and the schedule for required replacement reserve
expenditures.

¢ Operating reserve deposits to cover unforeseen operating costs. The annual deposit

“amount is normally 2.5% of total annual expenses except long-term replacement reserve
items. Operating reserves will be allowed as an expense until the reserve accumulates
to an amount equal to 50% of a year's operating budget. The operating reserve may also
be used to pay for work that cannot be entirely funded by the replacement reserve. As
part of the management plan, each borrower must provide their policy, including
procedures and eligible costs, for how operating reserve funds may be spent. The
requirements and limits on replacement and operating reserves for specific projects may
be adjusted periodically by the Office of Housing based on a review of the capital needs
and operating risks of projects and of other public funder standards.

e Enhanced property management: Support service costs directly related to managing the
Levy-funded units, including, to the extent they are reasonably necessary costs of
operating the housing in light of the population the borrower has committed to serve,
costs of counseling, case management, or other on-site resident assistance.

The program will not subsidize debt service (including interest). O&M subsidies may be
provided to a portion of units in a larger mixed-income project that has debt service, provided
that all debt service costs are allocated to units serving households above 30% of median, or to
units receiving Section 8 or other rental subsidy if expenses exceed income for the project.

Operating & Maintenance . -35-
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12. Project selection for initial commitments

In response to a Notice of Funding Availability (NOFA), borrowers will submit proposals for
program subsidy along with their application for capital funding. Proposal requirements for the
program will be included in the NOFA.

The project review process considers the following project characteristics:

¢ The reasonableness of the proposed operating budget;
The amount of operating and supportive service funds leveraged by the project;

o The experience of the borrower in serving similar populations as well as their general
affordable housing development and management experience;

e The adequacy of the management plan for the proposed tenant population and building;
The scope of rehabilitation and whether the work minimizes operating expenses;
The adequacy of the maintenance plan in maintaining the building and preventing long-
term maintenance problems; and

* The commitment and reasonableness of support services, if necessary, for the proposed
tenant population.

13. Subsidy term

The Office of Housing will provide annual subsidy contracts for O&M support, and may make
commitments of funding available up to a maximum of twenty years from the date of project
completion, subject to availability of funding and to annual reviews that may result in
adjustments to subsidy amounts or discontinuance of subsidy, in the discretion of OH. For
example, subsidies may be reduced or discontinued if increasing revenues from other housing
units, commercial space, or alternative subsidy sources are available to a project, or if shortfalls
in funding resources require OH to prioritize O&M-eligible projects.

Subsidy contracts may provide that if, during the term of commitment for O&M subsidy, the
subsidy is discontinued or reduced, and if the borrower therefore cannot meet operating
expenses of the O&M units with rents affordable to extremely low-income households, the
borrower may rent the units to any very low-income households who can pay rents sufficient to
allow the borrower to cover operating costs of the units, but not to exceed affordable rents. The
borrower must prepare a plan acceptable to OH before it can do so. The plan must give
preference to the lowest income households who can pay such rents.

14. Annual reviews

OH will conduct financiél, management, operations, and maintenance reviews of projects
receiving subsidy each year. OH will also review the project and determine the subsidy amount
for the following year.

For the annual review, the borrower must provide: :

e An annual report according to the terms of the OH loan agreement.

¢ An actual financial statement, and audit, if applicable, for the project compared with the
operating budget. The statement should include cumulative balances for replacement
and operating reserves.

e The existing tenant profile including rental amounts charged and tenant income.

¢ Rehabilitation work planned for the next year, if any, and the source of funds for the
work.

Operating & Maintenance
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Major maintenance work planned for the next year, if any.

e Schedule for periodic completion of a capital needs assessment that includes a life cycle
cost analysis for the major building components and a 20 year schedule of replacement
reserve deposits and expected expenditures

e Examination of services outcomes and copies of service contracts.

An operating budget for the next year with the projected monthly rent schedule.

e A narrative report explaining how the subsidy received in the prior year and the subsidy
requested for the next year will allow the borrower to meet its commitment to serve
extremely low-income households.

15. Subsidy payments and adjustments

Subsidy will generally be paid to projects on a quarterly basis. The amount and the conditions
for providing subsidy will be negotiated between OH and the borrower, and established in an
annual contract amendment. The amount of subsidy paid each quarter will depend on the
operating budget and cumulatively can not exceed the approved annual amount. Borrowers will
be required to provide quarterly financial reports. Borrowers may request subsidy readjustment
at any time; however, except for unusual circumstances, OH will review just one adjustment
request per project annually.

Adjustments to the subsidy amounts prior to the annual review will only be made when it is
determined by OH to be reasonable due to unforeseen circumstances. For example, if a
borrower had tenants with incomes much lower than expected, an adjustment to the subsidy
amount may be made. Likewise, if expenses such as insurance or utilities take a sudden and
dramatic jump, an adjustment to the subsidy amount may be made, if in the judgment of OH,
there are sufficient uncommitted O&M funds to provide an increase.

A project that is showing a surplus may be required to make repayment to OH or make
additional contributions to its operating and replacement reserves, or if those reserve balances
are deemed adequate, its subsidy might be reduced until the project’s cash flow requires the full
subsidy again.

If OH deems that the need for additional subsidy is due to circumstances within the borrower’s
control, such as low occupancy, then the borrower may be required to provide a plan for
corrective action before requesting a subsidy adjustment.

Operating & Maintenance -37.
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HOMEOWNERSHIP PROGRAM

.  TOTAL 20032009 |  BIENNIUM 2005-2006
Program funding $7,811,000 $2,231,714
Goal 326 homebuyers 93 homebuyers

Levy Homeownership Program funds assist low-income first-time homebuyers to purchase a
home in the City of Seattle. A total of $7.8 million of Levy funding is allocated for homebuyer
assistance, not including administration. A goal has been established of assisting 326 low-
income households to become homeowners through participation in this program. Preference is
given to borrowers who live in Seattle or with a least one person employed in the city.

Program objectives

The following general program objectives guide the homebuyer assistance program:

e Provide home purchase assistance to eligible borrowers to help them become
homeowners in Seattle. ‘

¢ Help maintain and expand the affordable housing capacity in the City, particularly within
economically distressed communities, by supporting the development of new housing
and the renovation of vacant or deteriorated housing.

e Promote homeownership in Seattle, particularly for low-income households and people
of color.

e Aggressively pursue other sources of homebuyer assistance funds (State Housing Trust
Fund, Federal Home Loan Bank, etc.) to leverage the available Levy dollars with a goal
of achieving a $2 to $1 ratio of City funds to non-City funds provided for homeownership.

e Give priority to projects or programs that bring highest leverage to the Levy funding with
a goal of achieving a $2 to $1 ratio of City funds to non-City funds. All program
participants (banks, non-profits, borrowers) should contribute in order to participate; e.g.,
loan or development discounts, fee waivers, other downpayment assistance funds for
banks; a proven lending/administrative track record for nonprofit organizations; adequate
cash savings for borrowers, etc.

e Use existing service delivery systems for lending activities.

¢ Require borrowers to complete pre-purchase homebuyer education program conducted
by a trainer certified by the Washington State Housing Finance Commission, U.S.
Department of Housing and Urban Development, Neighborhood Reinvestment Full-
Cycle Lending, or other education program for first-time buyers approved by the Office of
Housing. OH will conduct periodic reviews in cooperation with other funders, nonprofit
counseling agencies and lenders to determine if changes in the education requirement
are needed.

e Support pre-purchase and post-purchase counseling through qualified nonprofit
counseling agencies where necessary, and encourage referrals through a clearinghouse
for matching the pre-purchase and post-purchase educational needs of potential
borrowers with available training programs.

Homeownership
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e Prepare an annual financial report including information such as:
o number of loans approved,
value of loans approved,
number of loans in portfolio,
value of loans in portfolio,
delinquency rate for loans in portfolio,
repayment terms and projected loan repayments,
leveraging of other funds,
levels of activity of participating agencies and/or financial institutions,
o number of homes sold to new owners.
e Continue working on program development activities for the expansion of the program,
including: ' .
o leveraging additional public and private funding,
o coordinating with housing repair, weatherization and other community
revitalization efforts,
o exploring opportunities for program models, such as land trusts, coops, lease-
purchase, etc.,
o using both Levy and other sources of funding that may become available.
e Prepare an annual program performance report providing information such as any
additional fund sources identified for the homebuyer assistance program, and the
community development impacts in economically distressed areas.

00000 O0O0

Program policies

1. Funding allocation policy and geographic focus

At least half of program funding will assist borrowers with incomes at or below 60% of median
income; all program funding must be used to assist borrowers with incomes at or below 80% of
median income.

Levy funds will be used primarily in Housing Investment Areas. These areas are shown on the
maps attached as Attachment A. At least 75% of funds will assist borrowers purchasing homes
in these areas. Up to 25% of funds are available city-wide, including Housing Investment Areas.

2. Eligible use of funds

Levy funds may only be used for (1) downpayment and closing cost assistance and/or interest
rate write down for eligible buyers or (2) acquisition costs incurred by a nonprofit organization
that will restrict the initial sale and subsequent resales of the home or homes through an OH-
approved land trust project.

Borrowers must purchase a home in Seattle and use it as their principal residence. All types of
for-sale units are eligible, including single-family residences, condominium units, limited equity
cooperatives, co-housing, land trusts, and homes on leased land. Purchases of investment
properties are not allowed under this program. Homes with an accessory dwelling unit are
eligible, provided that the borrower will be an owner-occupant of the home. A lease-to-own
contract may be considered a purchase.

Borrowers may purchase any type of residential property, whether currently owner- or renter-
occupied or vacant. If tenants are displaced as a result of a sale to an owner-occupant under
this program, tenant relocation assistance, if any, will not be paid out of Levy funds.

Homeownership
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3. Homebuyer eligibility

Borrowers must be low-income, first-time homebuyers. First-time homebuyer is defined as any
individual who has not owned a home during the three-year period prior to purchase of a home
using City homebuyer assistance funds. Any individual who is a displaced homemaker may not
be excluded because that individual, while a homemaker, previously owned a home with his or
her former spouse or partner. Any individual who is a single parent or guardian of a minor child
may not be excluded because that individual previously owned a home with his or her spouse or
partner. Definitions of “displaced homemaker” and “single parent” are as set forth in 24 CFR
92.2.

Borrowers must successfully complete a pre-purchase homebuyer educaﬁon program approved
by OH. Borrowers must be able to financially qualify for a first mortgage approved by OH.

4. Lending guidelines

Homebuyer assistance loans will be limited to the amount needed for each borrower, providing
gap financing for low-income borrowers unable to qualify for sufficient private financing to
purchase a home.

Borrowers may receive homebuyer assistance loans up to a maximum of $45,000 per assisted
household, including Levy funds and other City-administered funds, unless the maximum is
increased in accordance with provisions below. Homebuyer assistance loans include loans to
homebuyers and loans to developers or prior owners assumed by, or otherwise passed through
to, homebuyers. Homebuyer assistance loans may be used for downpayments, closing costs,
and/or first mortgage loan interest rate write down, as approved by OH. City-funded assistance
for any home improvements, if committed or provided in connection with a home purchase, is
considered to be assistance for the purchase and, together with the homebuyer assistance loan,
cannot exceed the applicable loan limit except in the following cases: (1) assistance provided to
a nonprofit developer for home purchase and improvement costs associated with an OH-
approved land trust project, and (2) assistance to an eligible buyer purchasing a home located
within a Housing Investment Area, for which the combined homebuyer and home improvement
assistance may total up to $65,000, provided that the homebuyer assistance loan does not
exceed $45,000.

In order that single-source downpayment assistance may be provided for the convenience of
borrowers, in lieu of loans from Levy or other City funds and non-City sources to the same
borrower, OH may allow a higher amount of City-funded home purchase assistance, not to
exceed $70,000, for a borrower that receives a loan made as part of a project or lending
program for which a developer or nonprofit lending agency has obtained commitments of non-
City homebuyer subsidy funds, but only if all of the following conditions are satisfied:

1. Non-City subsidy funds provided to such project or program must be used for
deferred down payment assistance loans or other assistance that increases the
ability of low-income households to purchase a home.

2. The average amount of City-administered home purchase assistance for all low-
income homebuyers participating in the project or lending program, including buyers
who do not receive any City-administered funds, may not exceed $45,000.

Homeownership
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The OH Director may revise the maximum loan amount of $45,000 by up to $10,000 for
homebuyer assistance if increases in interest rates or sales prices, or lack of other homebuyer
subsidies, create difficulty in qualifying households with incomes up to 60% of median income
as eligible homebuyers in Seattle. The OH Director must provide five working days notice to the
Mayor and City Council if the loan amount is to be increased. The final decision of the OH
Director will be made with responses from the Mayor and City Council taken into account.
Council approval is required if the OH Director wants to increase the maximum loan amount by
more than $10,000.

Homebuyer assistance loans will be structured with repayment obligations, using a promissory
note and deed of trust approved by OH.

Loans will generally be 30-year amortizing loans, with payments deferred for the first 5 to 8
years. Loans may include provisions for payment of a share of appreciation. Any share of
appreciation payable may be reduced and/or eliminated over time. Loan repayment terms shall
specify the interest rate, which generally shall not exceed 3% simple interest; loan term; period
of payment deferral; and any contingent interest or share of appreciation.

Borrowers must provide a minimum of $2,500 or 2% of the purchase price, whichever is greater,
of their own funds toward the home purchase as a condition to any homebuyer assistance loan.
Borrowers may receive gifts of funds towards their portion of the downpayment; however, gifts
must not exceed 25% of the borrower's total downpayment requirement. Borrowers with
incomes 60% of median income or less may provide a lower contribution as follows: (1) for
borrowers who are participating in an Individual Development Account-type matching fund
program, verified and approved by the Office of Housing, the minimum downpayment to be paid
from the borrower’s own funds, not including any matching funds provided to the borrower, is
$2,500; (2) for borrowers participating in an OH-approved nonprofit-sponsored sweat equity
housing program that requires significant participation by the borrower, the borrower’s
contribution of volunteer time may be accepted in lieu of the minimum cash contribution; and (3)
for borrowers who have a long-term disability and whose household income includes SS| or
similar public income support, gifts may constitute up to 75% of the borrower's total
downpayment requirement.

The terms of each loan made to a homebuyer shall provide that the entire principal balance is
due upon sale or refinancing of the home, at the lender’s option, to the extent permitted by
applicable law. However, OH may permit assumption of the loan by another eligible borrower in
lieu of repayment.

Borrowers may use any first mortgage product approved by OH, including FHA & Fannie Mae
products, and portfolio loans. FHA 203(k) purchase-rehabilitation loans are also eligible,
provided the rehabilitation amount exceeds $5,000.

5. Allocation of funds

OH will issue a general Notice of Funding Availability (NOFA) for homebuyer assistance funds.
The NOFA will describe when applications may be submitted and outline application
requirements. Applications may be submitted by a nonprofit or for-profit developer, lender, or
other organization requesting an allocation of funds for eligible low-income homebuyers to be
assisted through a development project or lending program.

Homeownership
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New applicants are strongly encouraged to attend a pre-application conference with OH staff to
discuss program requirements and project feasibility.

OH staff will review proposals based on criteria including financial feasibility, organizational
capacity, leverage of other fund sources and consistency with Levy policies.

Funding awards shall be approved by the OH Director. Funding awards are preliminary, and
may be contingent on commitment of other homebuyer assistance subsidy funds or other
funding conditions.

Upon evidence that any funding conditions have been met, OH will enter into an agreement with
the developer or nonprofit lending agency. The agreement will reserve homebuyer assistance
funding for the project or program for up to two years. The agreement will establish the
documentation required for each home purchase transaction, including buyer information, loan
terms, form of loan documents, promissory notes and deeds of trust required for city assistance.

OH will process purchase assistance requests for each low-income buyer at the time that the
buyer is ready to purchase a home. OH will review documentation to determine borrower
eligibility and consistency with Levy policies and program guidelines.

6. Relocation, displacement, and real property acquisition

OH discourages proposals for development of affordable for-sale homes that will result in
permanent displacement of households. Projects should be designed to minimize displacement
of households. Any temporary relocation or permanent displacement of households must
comply with all applicable provisions of (a) the City’s Tenant Relocation Assistance Ordinance
(TRAO), (b) the City’s Just Cause Eviction Ordinance; and (c) for projects using federal funds,
the City's Residential Anti-Displacement and Relocation Assistance Plan (RARAP), the federal
Uniform Relocation Act (URA), and other relocation regulations and handbooks applicable to the
particular funding program.

These policies, laws and regulations contain, among other requirements, different timelines
under which households must be given various notices and provide for financial assistance
under certain circumstances. More information is available from the Department of Planning &
Development: http://www.seattle.gov/dpd/publications/landiord_tenant/landlordtenant.asp or by
phone at (206) 684-7867 (just cause eviction and tenant relocation assistance) and

(206) 684-7979 (Tenant Relocation Assistance Ordinance). In addition, consultation with OH
staff prior to submission of applications for funding is required for any applicant whose project
will involve any temporary or permanent relocation activities.

Homeownership
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RENTAL ASSISTANCE PROGRAM

- - ] . TOTAL2003-2009 |  BIENNIUM 2005-2006
Program funding $2,842,000 $812,000
Goal 3,500 households served 1,000 households served

Rental assistance is one of the program areas funded by Seattle’s 2002 Low-Income Housing
Levy. Rental assistance is a cash subsidy that enables low-income individuals or households to
pay rent. The rental assistance is usually paid directly to a private landlord through a
community-based, non-profit organization. Rental assistance is often supported with case
management or other supportive services to help the tenant remain stable.

The City of Seattle has provided rental assistance since 1993 to help families who are
transitioning out of homelessness as well as those who are in imminent danger of losing their
housing due to eviction. ‘

Program objectives

The following general program objectives guide the City’s rental assistance programs:

e Serve those in greatest need. To help those least able to afford housing in Seattle, the
City’s rental assistance programs serve very low-income households and individuals.

e Structure assistance so that it leads to long-term, measurable outcomes.
Effectively serve ethnically, culturally, and geographically diverse households by forming
partnerships with community-based agencies.

e Leverage other resources to supplement City funds.

e Link with private-sector landlords, in recognition of the fact that most of the people
served by the City’s rental assistance program will be tenants in private-market housing.

In 2005, approximately $400,000 in Levy funds will be linked with Federal HOME and other City
funds to provide approximately $850,000 for rental assistance. These rental assistance funds
support two programs:

(1) The Rental Stabilization Program provides six- to eighteen-month rent subsidies to very low-
income households transitioning out of homelessness as well as those in danger of eviction.
The program leverages Federal HOME funds by providing case management services to help
tenants remain stable in their housing and to address the many special needs of those who
have been or are at risk of becoming homeless. Administration of this program is contracted out
to a community-based, non-profit organization through a competitive process managed by the
City’s Human Services Department. The Rental Stabilization Program serves between 75 and
100 households a year. Participants are contacted six months after they leave the program to
determine whether they have been able to remain housed and stable.

Rental Assistance
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(2) The Emergency Rental Assistance Program is administered jointly by the City’s Human
Services Department and the United Way of King County. Assistance is disbursed through pre-
qualified community-based agencies to very low-income households in need of rental
assistance of three months or less. The City contracts with United Way to allocate rental

- assistance funds to nonprofit agencies. Community-based agencies make the Emergency
Rental Assistance Program subsidies available as a supplement to their existing case
management and other human services programs. The program serves approximately 400
persons a year. Participants are contacted six months after they receive assistance to
determine whether they have been able to remain housed and stable.

Program policies

The rental assistance programs will be guided by the following policies:

¢ Only very low-income households and individuals residing in Seattle are eligible to apply
for funds.

e Levy funds are used to pay for case management services for participants in the Rental
Stabilization Program, which enables the City to leverage Federal HOME funds and
other resources for rent assistance.

e Both programs require monitoring of outcomes for participants after six months to
determine whether they have been able to remain housed and stable.

Rental Assistance
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PROGRAM DEFINITIONS

In general, the following terms shall have the following meanings unless the context otherwise
clearly suggests a different meaning:

"Affordable rent" for low-income tenants means annual rent not exceeding 30% of 80% of
median income; affordable rent for tenants with income not exceeding 60% of median income
means annual rent not exceeding 30% of 60% of median income; affordable rent for very low-
income tenants means an annual rent not exceeding 30% of 50% of median income; and
affordable rent for extremely low-income tenants in O&M-assisted units means an annual rent
not exceeding 35% of 30% of median income and in units not assisted by O&M means annual
rent not exceeding 30% of 30% of median income.

"Extremely low-income" means income not exceeding 30% of median income.

"Income" means household income computed in conformity with requirements of the federal
HOME program, unless the OH Director shall permit another method of computation for a
particular project or class of projects.

"Low-income" means income not exceeding 80% of median income.

"Median income" means annual family median income for the Seattle-Bellevue-Everett Primary
Metropolitan Statistical Area, or for the Seattle-Bellevue-Everett Division of the Seattle-Tacoma-
Bellevue Metropolitan Statistical Area, whichever is then generally used by HUD to establish
income limits for federal programs, as published from time to time by HUD, and as adjusted for
household 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.

"Rent" means all amounts charged for the use or occupancy of the project (whether or not
denominated as rent or constituting rent under state law), plus a utility allowance for heat, gas,
electricity, water, sewer, and refuse collection (to the extent such items are not paid for tenants
by the owner).

"Very low-income" means income not exceeding 50% of median income.

The OH Director may adopt further refinements or interpretations of the above definitions,
consistent with the intent of the Levy Ordinance and Affordable Housing Financing Plan, and
Consolidated Plan Citywide Housing Funding Policies.

Program Definitions
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PROGRAM ADMIN ISTRATION

The AHFP includes a Summary of Levy Funding Allocation that splits total anticipated Levy
funding into program categories, including $4.258 million for administration (approximately 5%
of total funding). This administrative funding is intended to pay Office of Housing costs to
administer 3 Levy programs (Rental Preservation & Production, Homeownership, and
Neighborhood Housing Opportunity Program) and Human Services Department costs to
administer the Rental Assistance Program. Administrative funding will be used as follows in
2005-2006:

Rental Preservation & Production
e TOTAL funds for administration: $3,229,604
o Portion of total to be used for administration in 2005-2006: $922,744

Homeownership
¢ TOTAL funds for administration: $449,589
e Portion of total to be used for administration in 2005-2006: $128,454

Neighborhood Housing Opportunity Program
e TOTAL funds for administration: $415,227
o Portion of total to be used for administration in 2005-2006: $118,636

Rental Assistance
e TOTAL funds for administration: $163,580
e Portion of total to be used for administration in 2005-2006: $46,738

Operating & Maintenance
e Total required for administration of 1986, 1995, and 2002 Levy O&M programs in
2005-2006 is $240,000. ‘
¢ Funding for O&M Program administration will be paid from O&M interest earnings
during 2005-2006: 1986 Levy (33.3%), 1995 Levy (33.3%), and 2002 Levy (33.4%).

Program Administration
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ATTACHMENT A

Maps of areas where Levy Homeownership funds will primarily be used.

International District Urban Center Village
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Pioneer Square Urban Center Village
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Centrél Area
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Rainier Valley/Beacon Hill
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South Park Residential Urban Village
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Bitter Lake
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Northgate Urban Center Village
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ATTACHMENT B

Maps of areas where Levy Neighborhood Housing Opportunity Program funds will
primarily be used.

International District Urban Center Village
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North Beacon Hill Residential Urban Village
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Columbia City Residential Urban Village
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MLK @ Holly Residential Urban Village
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Rainier Beach Residential Urban Village
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Note: The Office of Housing may administratively modify the boundaries of the Delridge and
High Point nodes to include parcels in the immediate vicinity that are zoned for mixed use.

Delridge North Node
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Delridge Central Node
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Delridge South Node
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High Point Node
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2002 Housing Levy

Westwood-Highland Park Residential Urban Village
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South Park Residential Urban Village
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Affordable Housing Financing Plan for the 2002 Housing Levy May 5, 2005

A. SUMMARY

LEVY AMOUNT: $86 MILLION, SEVEN-YEAR PROPERTY TAX LEVY
* $86 million levy will produce an estimated minimum of 1,700 housing units.

* The new Seattle Housing Levy would be a successor to the 1995 voter-approved $59.211 million
housing levy that expires in 2002.

* The City contribution of $86 million will leverage other funds to produce affordable housing with
a total development cost estimated to exceed $260 million.

LEVY BENEFICIARIES
The levy is expected to provide benefits to low-income households, including:

* People facing temporary economic crises who could avoid homelessness through rental
assistance.

* People moving from homelessness who need transitional and permanent supportive housing to
achieve stability and independence.

* People with disabilities who need housing and service support to live independently in the
community; people currently living on disability income; people who are developmentally disabled

or mentally ill. :

* People who are elderly, are on fixed incomes, and need affordable housing or assisted-living
alternatives.

* Working families with children who can't find affordable housing, such as sales clerks, fast food
workers, nurses aides, grocery clerks, hotel housekeepers, and childcare workets.

* Low-income families who need financial help buying a home.
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LEVY FEATURES

* Rental preservation and production is the primary focus, creating new and preserving existing
affordable rental housing.

* Increase in City homeownership funds will provide City leverage to combine with funding
opportunities in the private and public sectors, to foster low-income homeownership.

* Mixed-use and mixed-income housing development through the Neighborhood Housing
Opportunity Program will provide stable living arrangements for low-income individuals and
families while promoting economic development for the community. Levy funds may be used only
for the portion of the project financing that is allocable to the units that will serve income-eligible
households (i.e., very low- and low-income units).

* Levy programs serve a mix of affordability levels. A large share of levy program funding will
serve people with incomes at or below 30% of median income ($18,700 as adjusted for a 2-person

household).

* Rental assistance is included in the levy for the first time to provide rental assistance to people
facing temporary economic crises.
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LEVY CHART

Chart 1 shows proposed levy programs. Estimated units produced by levy programs are provided.
Income levels served by Levy Programs may be further limited by the City's Comprehensive Plan
and Consolidated Plan.

Chart 1: Summary of Levy Funding Allocation and Estimated Production

‘ . Estimated Units to be
Levy Program Levy Allocation Produced or Preserved and/or
Households Served
Rental Housing Production $56,110,000 1,522

and Preservation Program (approx. 65.2% of total)

o 59% for up to 30% of MI*
($33.1m)

o 31% for up to 50% of Ml
($17.4 m)

e 10% for up to 60% of Mi
($5.6 m)

Neighborhood Housing : $7,214,000 - 196

Opportunity Program (approx. 8.4% of total)

o 25% for up to 30% of Ml
($1.8 m)

e 75% for up to 80% of Mi
($5.4 m)

Homeownership Program $7,811,000 326

(approx. 9.1% of total)

e 50% for up to 60% of Ml
($3.9m)

e 50% for up to 80% of Ml
($3.9m)

Rental Assistance Program $2,842,000 533

‘ (approx. 3.3% of total)

e 100% for up to 50% of Mi

($2.8 m)
Operating & Maintenance $7,765,000 179
Program (approx. 9.0% of total)

e 100% for up to 30% of Mi

($7.8 m)
Administration (Not a $4,258,000
Program)
TOTALS $86,000,000 2,756

* "MI" means median income as published from time to time by the United States Department of
Housing and Urban Development (or any successor agency), with adjustments for household size,
for King County, Washington. ‘
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All dollar amounts assume that the maximum dollar amount proposed to be authorized will be
levied and collected, but do not include any program earnings or interest earnings on levy funds.
Investment earnings shall accrue to the subfunds estabhshed for the levy and shall be allocated to
eachLevyProgram olows:the nillion-ininvestment-earninssshall be-alloeated

ﬁm as descrlbed under sectlon C “Levv Housmg Programs”

below.

B. PURPOSE OF PLAN

The proposed 2002 Levy would use a combination of two statutes authorizing voter-approved
property taxes: 1) the "lid-lift" statute, RCW 84.55.050, which allows a city to obtain voter approval
to exceed the "lid" on regular property taxes for any purposes, and also allows the ballot measure to
specify a limited purpose; and 2) the very low-income housing levy statute, RCW 84.52.105, which
allows a city, under specified conditions, to obtain voter approval for taxes outside of the $3.60 per
$1,000 property tax rate limit, to be used solely to finance affordable housing for households with
incomes at or below 50% of median income, as determined by the U.S. Department of Housing and
Urban Development, with adjustments for household size, for the county. The proposal would
allow up to $60,066,944 to be raised under the provisions of this second statute. The remainder,
which will be at least $25,933,056 if the full $86 million is levied, would be raised using only the
"lid-lift" statute, and would not be limited by State law to serving very low-income households.

This Affordable Housing Financing Plan (the "Financing Plan") describes how the revenue from the
2002 Levy will be used and how the levy programs will be implemented. In addition, insofar as it
plans for use of the revenues to be raised under the authority of RCW 84.52.105, the very low-
income housing levy law, this Financing Plan serves as the plan for expenditure of those revenues
required by that law. This Financing Plan may be modified by the City Council by ordinance.

Implementation of the levy programs will also be governed by the terms of Administrative and
Financial Plans to be approved by ordinance by the City Council, which may include changes to the
specific terms of programs, dollar allocations or income levels served as described in this Financing
Plan, and may add other programs, consistent with the terms of the ordinance adopting this
Financing Plan and applicable law.

C. LEVY HOUSING PROGRAMS

Chart 1 above illustrates the programs, allocations and housing production goals for each program.
Levy funds are expected to produce or preserve an estimated minimum of 1,700 housing units. If
anticipated leverage does not occur, fewer units may be produced. The income levels served by
Levy Programs may be further limited by the City's Comprehensive Plan. Each program is
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described below. Each of the programs except the Rental Assistance and Homeownership programs
may use revenues raised under the authority of RCW 84.52.105, the very low-income housing levy
law. Revenues raised under RCW 84.52.105 must be used for households with incomes at or below
50% of median income. Higher eligibility limits may apply to revenues raised using only the

general "lid hft" authorlty as descmbed in Sec‘uon B, above Investmeﬂt—eam*gs—shall—&eeﬂ*e%

Investment earnings on each of the subfunds established for

the levy shall be allocated to each Levy Program as follows, and shall be transferred between
subfunds as necessary to implement this allocation no less frequently than annually:

1) as soon as practicable after the end of each calendar year, investment earnings on all
subfunds excluding the Operating and Maintenance Subfund (“O & M Subfund”), in
an amount equal to any shortfall for the current calendar vear and any remaining
shortfall for the previous calendar yvear due to actual tax collections being less than the
amounts levied, shall be allocated among all Levy Programs in the same proportions as
the allocations to the Levy Programs shown in Chart 1; ,

2) additional investment earnings on all subfunds, excluding the O & M Subfund, will
then be allocated to the Levy Operating and Maintenance Program (“O & M
Program”) until that program shall have been allocated investment earnings (in
addition to those on the O & M Subfund) in a cumulative amount of $2 million over the
period beginning 2003; and ,

3) any remaining investment earnings on all subfunds excluding the O & M Subfund,
shall be allocated to each Levy Program except the O & M Program in proportion to
the allocations to those Levy Programs in Chart 1 unless otherwise directed by the City
Council by ordinance.

For purposes of these allocations, shortfalls described in clause (1) above shall be allocated
among all Levy Programs in proportion to the total funding allocations among programs

. for the life of the Housing Levy, as shown in Chart 1. Allocations under clause (3) above
of investment earnings may be used for administration provided that such earnings used
for those purposes do not exceed a total of $35,000 per year for any program, without
Council approval. Investment earnings on the O & M Subfund shall be allocated solely to
the O & M Program and may be used for administration of that program. Balances and
uses of the pregrams funds for Levy Programs, including interest earnings, shall be reviewed
every two years and the City Council may approve reprogramming such funds to other Levy -
Programs.

1. Rental Housing Preservation and Production Program
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e Rental production and preservation for very-low income households is the primary use of levy
funds. Program funds can be used for acquisition, rehabilitation, preservation, new construction
and other reasonable associated development costs of property to be used as subsidized rental
housing for low-income households, and for refinancing of low-income housing. Housing
produced will include transitional housing. Subsidized rental housing shall be construed
broadly to include limited equity cooperatives and mutual housing, as well as more traditional
forms of rental developments.

o  All sizes of units and types of households may be eligible for funding. Some of the levy funds
may be earmarked for projects serving specific populations, such as families with children,
elderly or persons with disabilities. Mixed use and mixed-income projects will be eligible for
funding, with levy funds to be used only for the portion of the project financing that is allocable
to the units that will serve income-eligible households.

e Eligible applicants include private nonprofit agencies, public development authorities, private
for-profit owners, and public agencies including Seattle Housing Authority, except that levy
funds for housing units developed as part of SHA HOPE VI redevelopments are not eligible
unless the City Council approves such use through a Memorandum of Agreement or other
agreement with SHA. - :

e The Levy Administrative and Financial Plans will specify loan terms, length of affordability,
and other requirements. Loan terms may provide for forgiveness of principal and/or interest if
the borrower complies with its commitment for the required period.

e In accordance with Council Resolution #30418, relating to the proposed Initiative 71, City
funding commitments are expected to be provided for the development of at least 100 new
transitional housing units and at least 100 permanent housing units for homeless within 4 years

.of passage of the levy.
. Ehg1b111ty Limits

At least $33.1 million (59%) of program funding shall be used for unlts serving people
with incomes at or below 30% of median income.*

- Upto $17.4 million (31%) of program funding may be used for units serving people
with incomes at or below 50% of median income.

- Up to $5.6 million (10%) of program funding may be used for units serving people with
incomes-at or below 60% of median income.

*All dollar figures assume that the maximum taxes authorized under the levy proposition will be

collected, but do not include any interest earnings on levy funds.

2. Neighborhood Housing Opportunity Program

e The Neighborhood Housing Opportunity Program will also be an affordable rental housing
production program, which will complement other citywide programs by focusing funds
primarily on economically distressed communities (to be defined in the A & F Plan).

e Projects funded through this program may include mixed-use and mixed-income developments,
provided that the mix of units in an individual project must include a range of very low- and
low-income housing units; and that the Levy funds shall be used only for the portion of the
project financing that is allocable to the units that will serve income-eligible households.

e Project selection will consider how the project serves neighborhood community development
goals. Projects that include mixed uses, particularly those that include community-oriented
uses, will receive favorable consideration. Objectives that will be weighed as part of funding
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decisions will include, but not be limited to, an assessment of how projects utilize innovative
design and architecture, preserve historic buildings/landmarks, promote transit-oriented
development or deal with blight and neglect.
e Eligible activities and applicants will generally be the same as for Rental Preservation and
Production Program.
. El1g1b111ty Limits
At least $1.8 million (25%) of program funding shall be used for units serving people
with incomes at or below 30% of median income.
- Upto $5.4 million (75%) of program funding may be used for units serving people with
incomes at or below 80% of median income.

3. Operating and Maintenance Program

e The program purpose is to provide operating support, or contingent commitments of operating
support necessary to secure adequate financing, for housing affordable to households with
incomes at or below 30% of the median income. Funds will be used to fill the gap between
eligible operating and enhanced property management costs and rental income. Eligible
operating and enhanced property management costs will be described in the Levy
Administration and Financial Plans, and will include, but not be limited to, project management,
utilities, property taxes, operating and mamtenance reserves, project staffing, and contract

" services related to project support.

e Operating and Maintenance Program funds can be used to provide project reserves or contingent
financing commitments for projects that receive non-city funds such as Section 8 assistance,
federal McKinney funds or other revenue sources.

o Eligible applicants include all types of nonprofit agencies, public agencies, with the exception of
the Seattle Housmg Authorlty, and pubhc development authorities.

e Eligibility Limits
- 100% of program funding shall be used for units serving people with incomes at or

below 30% of median income.

4. Rental Assistance Program

¢ The Rental Assistance Program includes the Rental Stabilization Program and the
Emergency Rental Assistance Program as described below.

o The Rental Stabilization Program will provide six- to eighteen-month rent subsidies to very low-
income households and 1nd1v1duals transmomng out of homelessness as well as those in danger
0fev1ctlon 0 NOESI npacge Hadpe =¥a " NYaQ A1 a8
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5.

The Emergency Rental Assistance Program will provide rental asmstance for three months
or less to low-income households in need of such assistance. :
The program funds would be allocated in conjunctlon with counseling and other referral
services.
Eligibility Limits
- 100% of program funding shall be used for units servmg people with incomes at or
below 50% of median income,

Homeownership Assistance Program

The homeownership assistance program will provide financial assistance to help first-time home
buyers that are low-income households purchase homes, with preference given to City of Seattle
residents or households with at least one person working within the City of Seattle. All types of
units shall be eligible for purchase, including single-family residences, condominiums, limited-
equity cooperatives, co-housing, land trusts and homes on leased land.

Borrowers must be low-income, first-time homebuyers. First-time homebuyer is defined as
any individual who has not owned a home during the three-year period prior to purchase of a
home using City homebuyer assistance funds. Any individual who is a displaced homemaker
may not be excluded because that individual, while a homemaker, previously owned a home
with his or her former spouse or partner. Any individual who is a single parent or guardian of a
minor child may not be excluded because that individual previously owned a home with his or
her spouse or partner. Definitions of “displaced homemaker” and “single parent” are as set forth
in 24 CFR 92.2.

Eligible uses of funds may include downpayment and closing cost assistance, and interest rate
writedown. Financing of homeownership development costs, except for acquisition costs in a
land trust project, and homebuyer counseling are not eligible uses of funds.

Homeownership assistance funds shall be focused primarily on economically distressed
communities (to be defined in the A & F Plan) and on those areas in the City with
homeownership rates below the Citywide average.

0 Downpayment assistance and interest rate writedowns shall be structured with repayment

obligations with repayments used for subsequent loans to low-income homebuyers.
Downpayment assistance offered through this program shall be provided through one or more
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- revolving loan funds, which may be held by the City and administered by the Office of Housing,
or may be held by one or more non-profit agencies that lend and or re-lend funds under contract
with the City. In addition, assistance offered through this program shall include protections such
as anti-windfall profit protection measures, including shared appreciation requirements; right-of-
first refusal requirements; or other measures to attempt to ensure that the units continue to be
affordable for low-income households for the long term.

e Eligibility Limits
- Atleast $3.9 million (50%) of program funding shall be used for units serving people
with incomes at or below 60% of median income.
- Up to $3.9 million (50%) of program funding may be used for units serving people with
incomes at or below 80% of median income.

6. Bridge Loan Program
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The Office of Housing may use 2002 Levy funds alone or together with other funds to make

bridge loans to assist in development of low-income housing (for rental or owner occupancy).
Bridge loans may be made from any program or subfund, and are not subject to the
conditions or policies for any of the programs, except those specifically applicable to bridge
loans as described in the Levy Administrative and Financial Plan. Bridge loans may be made
when, in the judgment of the OH Director, there is a high likelihood of repayment so funds
will be available to fulfill the original purpose of the funds.

D. ADMINISTRATION AND OVERSIGHT

e Administration

Seattle Housing levy programs will be administered by the Seattle Office of Housing (Rental
Production, Neighborhood Housing Opportunity, Homeownership, and Operating and
Maintenance Programs) and the Seattle Human Services Department (Rental Assistance).
Approximately $4.3 million of levy proceeds, divided between OH and HSD in the same
proportions as the levy programs, will be allocated to cover costs of City administration of the
levy programs, with the exception of the operating and maintenance subsidy program, whose
administrative funding would come from interest earnings on the Operating and Maintenance
Program balances. The allowed administration for that program will be set in the
Administrative and Financial Plan.

Additional allocations of investment earnings from levy subfunds, as described in Section

C, clause (3) above, made to the Rental Preservation and Production Program,

Neighborhood Housing Opportunity Program, Homeownership Program, and Rental

Assistance Program may be used for administration of those Levy programs, provided

that such amounts do not exceed a total of $35,000 per year for any program, without |
Council approval. |

The Office of Housing will administer the funds for the Rental Production Program,
Neighborhood Housing Opportunity Program and the Homeownership Program through
competitive processes.

10
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e Housing Levy Oversight Committee

A Housing Levy Oversight Committee made up of citizens representing various interests and
perspectives will be formed to oversee levy implementation. Oversight Committee members
would be appointed by the Mayor and the City Council. Specific duties shall include:

o Making recommendations to Mayor and City Council on program policies and guidelines;

e Informing the Mayor and the City Council of levy program accomplishments and problems
and making recommendations on the Administrative and Financial Plans and on actions to
be taken, including additions to or deletions of programs or amounts of funds allocated to
the several programs, so that levy programs may be conducted in a timely and efficient
manner;

o Monitoring and reporting to the Mayor and City Council on the progress of levy programs.

o Administrative and Financial Plans

A Levy Administrative and Financial Plan, which will provide further guidance for
implementation of the levy, will be presented to the City Council no later than January 31, 2003
for approval by ordinance. Plans will be reviewed, updated, and approved by City Council
every two years. Periodic review and amendment of program plans has proven to be necessary
under the 1986 and 1995 Housing Levy: Reviewing plans every two years has been an
appropriate interval. Biennial review will permit plans to remain current and responsive to
changing housing needs and conditions.

11
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2002 Income Guidelines Chart for Seattle
2002 income limits, adjusted for family size, based on median family income as published by the
United States Department of Housing and Urban Development for the Seattle-Bellevue-Everett
Metropolitan Statistical Area.

Percent of Median Income

Family 30% 50% 60% 80% 100%
Size . ‘

1 Person $16,350 $27,250 $32,700 $43,600 $54,530
2Persons  $18,700 $31,150 $37,380 $49,850 $62,320
3 Persons $21,050 $35,050 $42,060 $56,100 $70,110
4 Persons $23,350 $38,050 $46,740 $62,300. $77,900
5 Persons $25,250 $42,050 $50,460 $67,300 $84,132
6 Persons $27,100 $45,200 $54,240 $72,300 $90,364
7 Persons $29,000 $48,300 $57,960 $77280  $96,596
8 Persons $30,850 $51,400 $61,680 $82,260 $102,828

t
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@ City of Seattle

Gregory J. Nickels, Mayor
Office of the Mayor
March 29, 2005

Honorable Jan Drago
President

Seattle City Council
City Hall, 2™ Floor

Dear Council President Drago:

I am pleased to transmit the attached proposed Council Bill that adopts a Housing Levy
Administrative & Financial (A & F) Plan for program years 2005-2006. The Housing Levy
Ordinance requires the Housing Director to submit a Levy A & F Plan to City Council for adoption
by ordinance every two years. City Council adopted the 2002 Levy’s first A & F Plan, covering
years 2003 and 2004, in April 2003.

The 2002 Housing Levy provides $86 million over seven years to provide affordable housing for
low-income families and individuals in Seattle. The Levy has made a significant impact during the
first two program years, helping produce 663 affordable rental units. Levy Rental Assistance
Program resources helped 1,339 households maintain or find decent housing. Homeownership is
also an important Levy priority, and an expanded program to help first-time homebuyers was
launched in early 2004,

In 2005-2006, we estimate that the Levy will help produce or preserve another 491 low-income
rental apartments throughout Seattle, which will include developments that serve as catalysts for
revitalization in economically distressed areas. In addition, Levy funds will continue to provide
operating subsidies for service-enriched housing for homeless people, downpayment assistance for
low-income first-time homebuyers, and rental assistance for households transitioning out of
homelessness or in danger of becoming homeless.

The policies set forth in the Levy A & F Plan guide the use of funds that Seattle voters entrusted with
us to make a real difference in the lives of people struggling to afford housing in the city, while also
strengthening Seattle neighborhoods. The Housing Levy is off to an excellent start, already
exceeding goals established three years ago.

Thank you for your consideration of this legislation. Should you have questions, please contact Rick
Hooper at 4-0338.

Sincerely,

GREG NIGKELS S
Ma;g@f’é‘if Séattle -

600 Fourth Avenue, TE loor, P.O. Box 94749, Seattle, WA 98124-4749
Tel: (206) 684- 4000 TDD: (206) 684 8811 Fax: (206) 684- 5360 E:mail: mayors. ofﬁce@seattle gov

\iaé’ig{,fﬁ




2002 Housing Levy Levy A&F Plan, 2005-2006

PROGRAM FUNDING PLAN

This section directs the periodic transfer of monies to the 2002 Levy Operating and
Maintenance Subfund and details the program funding plan for the 2002 Housing Levy for years
2005-2006. The annual funding allocations for each Levy program are as shown in Table 1
below. Allocations may not be fully expended in the years shown. The Finance Director shall
transfer funds to the Operating and Maintenance Subfund no less frequently than semi-annually
so that annual program funding is as outlined in Table 1.

Bridge Loans

The Office of Housing may use 1986, 1995, and/or 2002 Levy funds alone or together with other
funds to make bridge loans to assist in development of low-income housing (for rental or owner
occupancy). Bridge loans may be made from any program or subfund, and are not subject to
the conditions or policies for any of the programs, except those specifically applicable to bridge
loans as described below. Bridge loans may be made when, in the judgment of the OH Director,
there is a high likelihood of repayment so funds will be available to fulfill the original purpose of

the funds.

OH bridge loans are intended to provide short-term funding to permit housing projects to
proceed in advance of the availability of permanent project funding. Bridge loan funding is
available to enable property acquisition, construction or rehabilitation to proceed when the
borrower can provide assurance that permanent funding will be available from other sources on
acceptable terms within a reasonable time period to repay the bridge loan. Given reasonable
assurance of repayment, bridge loans may also be made for acquiring at-risk Section 8
preservation projects or to assist in the acquisition of sites or buildings in designated Housing
Investment Areas or in certain neighborhood areas in order to implement neéighborhood plan-
identified strategies advocated by community organizations. Applications for bridge loans may
be made outside of OH's NOFA processes.

The maximum term of a bridge loan shall be two years. OH shall require payment of a
reasonable rate of interest, which shall be no less than 3% simple interest. In addition, a loan
fee may be charged for providing the bridge loan. A bridge loan may be made as a component
of a larger loan that includes long-term financing.

OH may allow all or a portion of a bridge loan to be converted to a permanent loan subject to
maximum subsidy limits for all OH and other City agency administered or allocated capital funds
that may be combined to provide permanent gap financing for the housing portion of a project,
pursuant to this Plan. Conversion to a long-term loan may be conditioned upon affordability
restrictions for additional units.

2002 Levy Inve'stment Earnings

Levy investment earnings shall be allocated in accordance with the Affordable Housing
‘Financing Plan, as amended. :

1986 and 1995 Levy Interest Earnings and Loan Repayments

Program Funding Plan
Exhibit I to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006
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FISCAL NOTE FOR NON-CAPITAL PROJECTS
Department: Contact Person/Phone: DOF Analyst/Phone:
| Office of Housing | Laura Hewitt Walker, 4-0429 | Janet Credo, 4-8687

Legislation Title:

AN ORDINANCE relating to housing for low-income households, adopting the 2005-2006
Administrative and Financial Plan for 2002 Housing Levy Programs; amending the Affordable
Housing Financing Plan adopted by Ordinance 120823; adopting certain policies for use of funds
from the 1986 Housing Levy and 1995 Housing Levy; and ratifying and confirming prior acts.

e Summary of the Legislation:

This Council Bill adopts the 2005-2006 Administrative and Financial Plan (A&F Plan) for the
2002 Housing Levy. Ordinance 120823 requires City Council adoption of the A&F Plan every
two years.

e Background:

The 2002 Housing Levy, approved by Seattle voters in September 2002, includes property tax
levies authorized for seven years, from 2003 through 2009. The Office of Housing (OH)
administers all 2002 Seattle Housing Levy programs with the exception of the Rental Assistance
Program, which is administered by the Human Services Department.

Ordinance 120823, passed by City Council on June 10, 2002, adopted an Affordable Housing
Financing Plan (“AHFP”), placed the Levy proposition on the September 2002 ballot and
directed OH to prepare a Levy Administrative and Financial Plan (A&F Plan) covering all Levy
programs every two years beginning in 2003. The A&F Plan also includes information on Levy
administration and the funding plan for the 2002 Housing Levy by program area.

The A&F Planmust be submitted to the City Council for adoption by ordinance. Each Levy
A&F Plan is developed by OH with the assistance of working groups that include nonprofit
group representatives and other community members. Prior to adoption by Council, the A&F
Plan is reviewed, revised and approved by the 2002 Housing Levy Oversight Committee.

Please refer to Attachment A to the fiscal note for an outline of substantive policy éhanges
included in this A&F Plan.
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e Please check one of the following:

This legislation does not have any financial implications.

X This legislation has financial implications.

Appropriations:
Fund Name and Department Budget Control 2005 2006 Anticipated
Number Level* Appropriation | Appropriation

TOTAL

*See budget book to obtain the appropriate Budget Control Level for your department.

Notes: No funds are appropriated in this legislation. 2002 Housing Levy funds are appropriated
each year in the Adopted Budget.

Anticipated Revenue/Reimbursement: Resulting From This Legislation:

Fund Name and
Number

Department

‘Revenue Source

2005
Revenue

2006
Revenue

TOTAL

Notes: This legislation has no direct result on revenues.

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

Impact:
Position Title and Fund Fund Part- 2005 2005 2006 2006
Department* Name Number Time/ Positions | FTE | Positions** | FTE**
Full Time
TOTAL

*  List each position separately
*% 2006 positions and FTE are total 2000 position changes resulting from this legislation, not
incremental changes. Therefore, under 2000, please be sure to include any continuing positions

from 2005

Notes: N/A
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¢ Do positions sunset in the future? N/A

Spending/Cash Flow:
Fund Name and Department Budget Control 2005 2006 Anticipated
Number Level* Expenditures Expenditures
TOTAL

* See budget book to obtain the appropriate Budget Control Level for your department.
Notes: N/A

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

A Levy Administration & Financial Plan for program years 2005-2006 must be adopted by the
City Council prior to Levy funds being awarded in accordance with policies contained in such

- plan in those years. If the legislation were not implemented, no 2002 Levy funds could be
awarded in 2005-2006.

¢ What are the possible alternatives to the legislation that could achieve the same or
similar objectives?

None.

o Is the legislation subject to public hearing requirements:

A series of stakeholder meetings and meetings with the Housing Levy Oversight Committee
were held starting in October 2004. No public hearing is required.

e Other Issues:
None.

Please list attachments to the fiscal note below:

Attachment A—Policy Changes Included in the 2005-2006 Levy A&F Plan
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Attachment A
Policy Changes Included in the 2005-2006 Levy A&F Plan

The 2005-2006 Levy A&F Plan includes the following substantive policy changes, as discussed
by stakeholders and approved and recommended by the Levy Oversight Committee:

Rental Production and Preservation Program

1.

Current policy limits rent increases to the Housing Component of the Consumer Price
Index (CPI); exceptions may be granted by OH. That index has become problematic
because it is stagnant in weak rental markets, even if operating costs (e.g. insurance,
utilities) are increasing. ‘

Policy change recommended. Allow housing operators the choice of increasing rents
up to 1.5% per year as an alternative to the current CPI-related allowance.

ﬁomebuyer Assistance ‘
2. Current policy requires homebuyers to make a downpayment of either $2,500 or 2% of

purchase price, whichever is greater. This precludes allowing credit for homebuyer labor
in lieu of the minimum downpayment in self-help programs where significant
homebuyer labor is required.

Policy change recommended. Allow well-documented sweat equity to count as the 2%
of purchase price downpayment requirement for borrowers with incomes 60% of median
or less who are participating in OH-approved programs like Habitat for Humanity.

Nonprofits administering Individual Development Account (IDA) programs
recommended that IDA matching funds be permitted to count toward the cash down
payment contribution for low-income, first-time homebuyers who are participating in
such programs.

Policy change recommended. For borrowers with incomes 60% of median or less who
are participating in an OH-approved IDA program, make the minimum cash down
payment contribution to be paid from the borrower’s own savings a flat $2,500. The
current contribution requirement is $2,500 or 2% of the purchase price, whichever is
greater. '

The cash downpayment requirement poses a barrier to homebuyers with long-term
disabilities who rely on public assistance as their primary source of income. The primary
problem is that the amount of cash savings currently required would jeopardize the
borrower's SSI eligibility.
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Policy change recommended. For borrowers with incomes 60% of median or less with
long-term disabilities who rely on SSI or similar public income support, allow gifted
funds to comprise up to 75% of the minimum cash downpayment.

5. The current Levy Homebuyer Program only permits downpayment assistance for
homebuyers. This excludes land trust programs, where assistance is needed for land
acquisition as the means of ensuring long-term affordability of homes.

Policy change recommended. For OH-approved land trust programs, permit OH to
provide long-term assistance directly to a nonprofit organization that will reszfrlct the
initial sale and subsequent resales to eligible buyers.

6. Currently, rehabilitation assistance through OH’s HomeWise Program may be combined
with homebuyer assistance but the two kinds of assistance may not exceed $45,000.
Distressed neighborhoods in Seattle often have low homeownership rates and a
deteriorated housing stock. Sometimes low-income, first-time homebuyers need more
than $45,000 of downpayment and rehabilitation assistance in order to purchase a home
in a revitalizing neighborhood.

Policy change recommended. For purchase-rehab in Housing Investment Areas, allow
combination of City-funded down payment assistance and rehabilitation loans up to
total maximum of 865,000, provided that the down payment assistance portion does not
exceed the $45,000 limit already in place.

Administration/Other

7. Actual tax revenue will likely not equal the $86 million projected over the 7-year life of
the Levy. This means that interest earnings are needed to help fully fund programs.
However, when the Levy Ordinance was adopted in 2002, City Council specified that the
first $2 million in Levy interest earnings should go into the Operating & Maintenance
Program.

Policy change recommended. Use interest earnings first to fully fund programs, then
allocate the next $2 million to the Operating & Maintenance Program.

No policy changes are proposed for the Neighborhood Housing Opportunity Program (NHOP),
Operating & Maintenance Program, or Rental Assistance Program.,




2002 Housing Levy \ - { Levy A&F Plan, 2005-2006

PROGRAM FUNDING PLAN /

This section directs the periodic transfer of monies to the 2002 Levy Operating and "
Maintenance Subfund and details the program funding plan for the 2002 Housing"Levy for years
2005-2006. The annual funding allocations for each Levy program are as shown in Table 1
below. Allocations may not be fully expended in the years shown. i

Bridge Loans

The Office of Housing may use 1986, 1995, and/or 2002 Levy funds alone or together with other
funds to make bridge loans to assist in development of low-income housmg (for rental or owner
occupancy). Bridge loans may be made from any program or subfund and are not subject to
the conditions or policies for any of the programs, except those’ ‘specifically applicable to bridge
loans as described below. Bridge loans may be made when, in the judgment of the OH Director,
there is a high likelihood of repayment so funds will be avallable to fulfill the original purpose of
the funds.

OH bridge loans are intended to provide short-term furiding to permit housing projects to
proceed in advance of the availability of permanent groject funding. Bridge loan funding is
available to enable property acquisition, constructlon or rehabilitation to proceed when the
borrower can provide assurance that permanen ;fundmg will be available from other sources on
acceptable terms within a reasonable time perjod to repay the bridge loan. Given reasonable
assurance of repayment, bridge loans may also be made for acquiring at-risk Section 8
preservation projects or to assist in the acqulsmon of sites or buildings in designated Housing
Investment Areas or in certain nelghborhood areas in order to implement neighborhood plan-
identified strategies advocated by communlty organizations. Applications for bridge loans may
be made outside of OH's NOFA processes :

The maximum term of a bridge loan shall be two years. OH shall require payment of a
reasonable rate of interest, which shaII be no less than 3% simple interest. In addition, a loan
fee may be charged for providing | the bridge loan. A bridge loan may be made as a component
of a larger loan that includes Ionfg(—term financing.

OH may allow all or a portion pi:a bridge loan to be converted to a permanent loan subject to
maximum subsidy limits for gll OH and other City agency administered or allocated capital funds
that may be combined to prgwde permanent gap financing for the housing portion of a project,
pursuant to this Plan. Conyersion to a long-term loan may be conditioned upon affordability
restrictions for additional ynits.

2002 Levy Investmen; arnings

Levy investment earn"ngs shall be allocated in accordance with the Affordable Housing
Financing Plan, as aynended.

1986 and 1995 Leyy Interest Earnings and Loan Repayments

C

Interest earnings and loan repayments from 1986 or 1995 Housing Levy capital programs or
projects will be used according to the following program policies:

Program Funding Plan . ,
Exhibit 1 to Levy A&F Plan Ordinance: Administrative & Financial Plan, Program Years 2005-2006




Amendments to the Affordable Housing Financing Plan s

A. Summary (p. 4) i

All dollar amounts assume that the maximum dollar amount proposed to be authorizeﬂ
will be levied and collected, but do not include any program earnings or interest earmngs
on levy funds. Investment earnings shall accrue to the subfunds established for the levy
and shall be allocated to each levy program as descrlbed under sectlon (OR “LeVV Housing

C. Levy Housing Programs (pp. 4-5)

Chart 1 above illustrates the programs, allocations and hous‘ing production goals for each
program. Levy funds are expected to produce or preserve’an estimated minimum of 1,700
housing units. If anticipated leverage does not occur, fewer units may be produced. The
income levels served by Levy Programs may be furthér limited by the City’s
Comprehensive Plan. Each program is described below. Bach of the programs except the
Rental Assistance and Homeownership programs may use revenues raised under the
authority of RCW 84.52.105, the very low-income housing levy law. Revenues raised
under RCW 84.52.105 must be used for households with incomes at or below 50% of
median income. Higher eligibility limits may apply to revenues raised using only the
general “lid lift” authority as described in Section B, above. Investment earnings shall
accrue to the subfunds established for the levy and shall be allocated to each Levy

Program as follows: first, mvestment earnings will be used to fill any shortfalls for the
current calendar year and any remammg shortfalls from previous calendar years due to
lower tax collection revenues in‘order for funding at year end to total the annualized levy
allocation based on Chart 1 above; second. investment earnings on the Operating and
Maintenance Subfund will be used to fund administration of the Levy Operating &
Maintenance Program; third, investment earnings will be used to fund up to an additional
cumulative amount over the 7 years of the levy of the-first-$2 million #-investment
e&mﬂgs—shal-l—be—al-}ee&ted—%e—for the Levy Operating and Maintenance Program; and
fourth, all remaining investment earnings shall be allocated to each Levy Program in the
same proportions as the original proportions shown in Chart 1, unless otherwise modified

by the Clty Councﬂ by ordlnance %th—&m—exeep&m%ef—the—@pef&&ﬁg—&ﬁd—k@&iﬂ%eﬂ&&ee

ef—tha{—pfeg%am- nd such allocatlons of remalmng 1nvestment earmngs to the Rental
Preservation and Production Program. Neighborhood Housing Opportunity Program,
Homeownership Program, and Rental Assistance Program may be used for

Exhibit 2 to Levy A&F Plan Ordinance: Amendments to Affordable Housing Financing Plan




administration of those Levy programs, provided that such amount not exceed a totgfof/

35,000 per year without Council approval, and all such allocations of remainin
investment earnings to the Operating and Maintenance Program may be used fo
administration of that Levy program. Balances and uses of the program fundg; including
interest earnings, shall be reviewed every two years and the City Council niay approve
reprogramming such funds to other Levy Programs.

HEk

/

3. Operating and Maintenance Program (pp. 6-7) /

o The program purpose is to provide operating support, or contingent commitments of
operating support necessary to secure adequate ﬁnancingf for housing affordable to
households with incomes at or below 30% of the medja’h income. Funds will be used
to fill the gap between eligible operating and enhancéd property management costs
and rental income. Eligible operating and enhanced property management costs will
be described in the Levy Administration and Financial Plans, and will include, but not
be limited to, project management, utilities, property taxes, operating and maintenance
reserves, project staffing, and contract seryj,c’és related to project support.

o Operating and Maintenance Program funds can be used to provide project reserves or
contingent financing commitments for projects that receive non-city funds such as
Section 8 assistance, federal McKigﬁéy funds or other revenue sources.

o Eligible applicants include all typés of nonprofit agencies, public agencies, with the

exception of the Seattle Housing Authority, and public development authorities.

a Eligibility Limits
¢ 100% of program funding shall be used for units serving people with incomes at
or below 30% of median income.
/

g

F
£

Exhibit 2 to Levy A&F Plan Ordinance: Amendments to Affordable Housing Financing Plan
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ORDINANCE

AN ORDINANCE relating to housing for low-income households, adoptlng the 2005-2006
Administrative and Financial Plan for 2002 Housing Levy ngrams amending the
Affordable Housing Financing Plan adopted by Ordinance 120823 adopting certain
policies for use of funds from the 1986 Housing Levy and 1995 Housing Levy; and
ratifying and confirming prior acts. ?,,

WHEREAS, pursuant to Ordinance 120823 the voters of :Ffle City of Seattle approved the levy
of property taxes for the purpose of financing and supporting housing for low-income
households, and adopted an Affordable Housiyé Financing Plan; and ’

WHEREAS, Ordinance 120823 provides for peﬂodgc adoption by the City Council of an
Administrative and Financial Plan for prograrns funded by the 2002 Housing Levy
(“Levy Programs”);

ya
4
4
&

WHEREAS, the Office of Housing, in coopération with the Human Services Department and
with advice from with the Housmg'Levy Oversight Committee, has developed the
Administrative and Financial Plan for 2005-2006 for the 2002 Levy Programs; NOW,
THEREFORE, /

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

i
J
¥

Section 1. The City Coupf:il hereby adopts the 2002 Seattle Housing Levy
Administrative and Financial Plan for Program Years 2005-2006 attached to this Ordinance as
Exhibit 1. The adoption of ;hls Plan is intended to provide policy direction for the
implementation of Levy lffggrams, and not to confer any legal rights or entitlements on any
persons, groups or entitiéé.

Section 2. Theffi&ffordable Housing Financing Plan (“AHFP”) for the 2002 Housing
Levy, adopted by Orgiinance 120823, is hereby amended as set forth on Exhibit 2 to this

/

ordinance.
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Section 3. To the extent expressly provided in the 2005-2006 Levy Adnﬁni/sffative and
P
Financial Plan, attached as Exhibit 1, the policies set forth shall apply to the us,e‘/Z)f funds derived
. A
from the City’s 1995 Housing Levy and 1986 Housing Levy, supersedin% 6 the extent of any
{j

inconsistency the policies set forth in any Administrative and Financ}a‘f Plan for programs
; _

&

funded by either of those prior housing levies.

Section 4. Any act pursuant to the authority and priqp"’fg the effective date of this
ordinance is hereby ratified and confirmed. |

Section 5. This ordinance shall take effect ar}dﬁ’i;e in force thirty (30) days from and after
its approval by the Mayor, but if not approved agd;);etumed by the Mayor within ten (10) days

after presentation, it shall take effect as provigl‘éd by Municipal Code Section 1.04.020.

Passed by the City Council the ' day of , 2005, and signed by me in
open session in authentication of its pﬁaénsage this day of , 2005.
President of the City Council
Approved by me thigx”ﬂ day of _,2005.

Gregory J. Nickels, Mayor

Filed by me this ____ day of , 2005.

¥

City Clerk
(Seal)

Exhibit 1: 2002 Housing Levy Administrative & Financial Plan, Program Years 2005-2006
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Attachment A:

International District Urban Center Village
Pioneer Square Urban Center Village e
Central Area ya
Rainier Valley/Beacon Hill
Delridge/Westwood

South Park Residential Urban Village

Bitter Lake

Northgate Urban Center Village

Attachment B:

International District Urban Center Village”

Pioneer Square Urban Center Village

Central Area 4

North Beacon Hill Residential Urban Vﬂlage

North Rainier Hub Urban Village

Columbia City Residential Urba/n"fVillage

MLK @ Holly Residential Urban Village

Rainier Beach Residential UgBan Village

Delridge North Node 7
10 Delridge Campus Node

11. Delridge Central Node

12. Delridge South Node

13. High Point Node

14. Westwood-Highland Park Residential Urban Village
15. South Park Residential Urban Village

O N LR WD
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Exhibit 2: Amendment to Afforgléble Housing Financing Plan
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STATE OF WASH]NGTON

-~8S.

KI\IG COUNTY

CITY OF SEATTLE CLERXS OFFICE

Afﬁdawt of Pubhcatlon

The undersigned, on oath states that he is an authonzed representatlve of The Daﬂy 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, pubhshed n

(20D

_ 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 mamtamed at the aforesaid place of publication of this

newspaper. The Daily Journal of Comuimerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Supenor Court of ng County

The notice in the emct form annexed ‘was published in regular issues of The Daily Journal of

Commerce, which was regularly distributed to its subscribers during the be]pw stated period. The annexed

notice, a

CT:121802-121811

__was published on

, 05/25/05

The amount of the fee charged for the foregoing puBlicatioh is the sum of $ 145.75, which amount

05/25/05

resi

Notary public

s

r the State of Washington,

g in Seattle
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