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AN ORDINANCE relating to the development of multi-family housing; creating a new Chapter

5.73 of the Seattle Municipal Code to implement RCW Chapter 84.14 to provide for

exemption from ad valorem property taxation for quali~~g multi-family housing in

designated residential target areas within the City, designating certain areas as residential

targeted areas, and providing for annual program reporting.

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

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

improvements associated with qualifying multi-unit housing located in residential target

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

and

WHEREAS, the stated purpose of RCW Chapter 84.14 is to increase residential opportunities by I

stimulating the construction of new multi-family housing and the rehabilitation of

existing vacant and underutilized buildings for multi-family housing in areas where the

City finds there are insufficient residential opportunities; and
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VHEREAS, the City Council finds that those areas within the City designated as urban center

villages, hub urban villages or residential urban villages in the Land Use Element of the

City's Comprehensive Plan satisfy the requirements of an "urban center" as defined under

RCW 84.14.010(l); and

WHEREAS, the City Council solicited public comment regarding designation of residential

target areas at public hearings on December 16,2003 and March 1, 2004 and at a Council

committee meeting on February 20, 2004; and

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

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

area lacks sufficient available, desirable and convenient residential housing to meet the

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

livable residences were available; and that the property tax exemption program

implemented by this Ordinance will encourage increased residential opportunities in

urban centers within the City and stimulate the construction of new multifamily housing

and the rehabilitation of existing vacant and underutilized buildings for multifamily

housing in urban centers having insufficient housing opportunities; and

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

of low and moderate income households who would be likely to live in such areas if

affordable residences were available, and
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WHEREAS, it is the City's intent to preserve and protect buildings, objects, sites, and

neighborhoods with historic, cultural, architectural, engineering or geographic

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

Municipal Code relating to landmarks preservation, landmark districts, historical districts

and special review districts; and the property tax exemption program established by this

ordinance will support and further the goals and purposes expressed in those provisions
of the Code; and

WHEREAS, it is the City's goal to preserve, when appropriate, existing multifamily low-income

housing in neighborhoods where such housing now exists, and to use the property tax

exemption program to support and not hinder this goal; and

WHEREAS, Ordinance 11923 7 passed on November 3 0, 199 8, enacted a property tax exemption

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

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. A new Chapter 5.73, to be titled "2004 Multifamily Housing Property Tax

Exemption Program" is hereby added to the Seattle Municipal Code, to read as follows:

Section 5.73.010 Purpose

The purposes of this chapter are:

I
.

To encourage more multifamily housing opportunities within the City;

2. To stimulate the construction of new multifamily housing and the rehabilitation

of existing vacant and underutilized buildings for multifamily housing;

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

low and moderate income households;

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

Management Act, RCW chapter 36.70A, as implemented by the City's Comprehensive Plan, by

increasing the supply of multifamily housing opportunities in urban centers that are behind in
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meeting their 20-year residential growth targets, i.e., areas that have met 25% or less of their 20-

year residential growth target as indicated in the January 2004 update to Appendix I of the

March 2003 Department of Planning and Development report "Monitoring Our Progress:

Seattle's Comprehensive Plan;"

5. To promote community development, affordable housing, and

neighborhood revitalization in residential targeted areas;

To preserve and protect buildings, objects, sites, and neighborhoods with

historic, cultural, architectural, engineering or geographic significance located within the City;

To encourage the creation of both rental and homeownership "workforce

housing," i.e., housing affordable to households earning between 60% and 80% of median

income, that would not otherwise be developed by the market in residential targeted areas.

To encourage the creation of mixed-income housing that is affordable to

households with a range of incomes. in residential targeted areas.

Any one or more of these purposes may be farthered by the designation of a

residential targeted area under this chapter.

Section 5.73.020 Definitions

"Affordable rent" means that the annual rent for the unit does not exceed 30% of

the percentage of median annual income designated by this chapter for qualifying -units for the

residential targeted area in which the unit is located.

B. "Affordable Unit" means a unit that is rented at an Affordable Rent to an Income

Eligible Occupant.

11
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"Assessor" means the King County Assessor.

"Director" means the Director of the City's Office of Housing, or any other City

office, department or agency that shall succeed to its functions with respect to this chapter, or his

or her authorized designee

"Economically Distressed Area" means all or a portion of a Housing Investment

Area designated in the 2004 Update to Seattle's Consolidated Plan for Housing and Community

Development, adopted by Ordinance 114710.

Household annual income" means the aggregate annual income of all persons

over eighteen (18) years of age residing within the same household for a period of at least one

month.

"Income Eligible Occupant" means that the household annual income at initial

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

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

this chapter. A person shall not cease to be an Income Eligible Occupant solely because the

household annual income exceeds the annual income limit set forth in this chapter after the date

of initial occupancy.

"Median income" means annual family median income for the Seattle-Bellevue-

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

adjusted for household size 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.



Traci Ratzliff

MFTE Ordinance.doc

3/15/04

version #3

5

6

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

buildings.

L "Multifamily housing" means a building or buildings, having four or more

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

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

"Permanent residential occupancy" means multifamily housing that provides

"Owner" means the owner of record of the multifamily housing.

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

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

L. "Project" means a building or buildings located or to be located on real property

owned by one owner.

"Rehabilitation improvements" means (1) modifications to an existing building,

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

exemption under this chapter, that are made to achieve a condition of substantial compliance

with the applicable building and construction codes contained in SMC Chapter 22; or (2)

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

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

"Residential targeted area" means an area within an urban center that has been so

designated by the City Council pursuant to this chapter.

"Substantial Compliance" means compliance with the applicable building and

construction codes contained in SMC Chapter 22 that is typically required for rehabilitation as

opposed to new construction.

28
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"Urban center" has the same meaning as "urban center" as defined in RCW

2

3
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84.14.0 10, and for purposes of this chapter includes, among other areas, any neighborhood that is

within an area designated as either an -urban center village, a hub urban village or a residential

urban village in the Land Use Element of the City's Comprehensive Plan.

Section 5.73.030 Residential Targeted Areas -- Criteria - Designation.

Following notice and public hearing as prescribed in RCW 84.14.040, the Council

may designate one or more residential targeted areas upon a finding by the Council in its sole

discretion that the residential targeted area meets the following criteria:

The residential targeted area is within an urban center;

The residential targeted ared lacks sufficient available
.

,

desirable and

convenient residential housing to meet the needs of the public who would be likely to live in the

urban center if desirable, attractive and livable residences were available; and

Providing additional housing opportunity in the residential targeted area

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

Encourage increased residential opportunities within the City; or

Stimulate the construction of new affordable multifamily housing;

C. Encourage the rehabilitation of existing vacant and underutilized

buildings for multifamily housing.

In designating a residential targeted area, the Council may also consider other

factors, including:
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targeted area will help to achieve the planning goals mandated by the Growth Management Act

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

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

Plan, i.e., areas that have met 25% or less oftheir residential growth target, as indicated in the
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January 2004 update to Appendix I of the March 2003 Department of Planning and

Development report "Monitoring Our Progress: Seattle's Comprehensive Plan;"

Whether an increased permanent residential population in the residential

Whether the area is an Economically Distressed Area;

Whether the City has identified the area or neighborhood by Resolution as

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

affordable housing;

4. Whether the area or neighborhood was designated as a residential targeted

neighborhood in the City's prior Multifamily Tax Exemption program, RCW chapter 5.72, and is

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

affordable housing.

C. At any time the Council may, by ordinance, in its sole discretion, amend or

rescind the designation of a residential targeted area pursuant to the same procedural

requirements set forth in RCW 84.14.040 for original designat on.

D. The following areas, as shown in Attachment A, Maps I

designated as residential targeted areas under this chapter:

1. 23d &amp; Jackson-Union

2. Bitter Lake
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3. Capitol Hill

4. Chinatown-International District

5. Columbia City

6. Denny Triangle

7. First Hill

8. MLK @ Holly

9. North Beacon Hill

10. North Rainier

11
. Northgate

12. Pioneer-Square

13. Rainier Beach

14. South Lake Union

15. South Park

16. University District NW

17. Dehidge/Westwood-Highland Park

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

Attachment A, Maps I through 17, then the entire lot shall be deemed to lie within such

residential targeted area.

housing must satisfy all of the following requirements:

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

Section 5.73.040 Eligibility

I
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The multifamily housing must be located in a residential targeted area.

3

4

The multifamily housing must be part of a residential or mixed-use project

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

within such project is intended for permanent residential occupancy.

6

8

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

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

dwelling units must be added.

For rehabilitation or conversion of existing vacant buildings, the residential

portion of the buildings shall have been vacant for at least twelve (12) months before application,

and the rehabilitation improvements shall achieve a condition of substantial compliance with the

applicable building and construction codes contained in Chapter 22.

For rehabilitation or conversion of existing occupied buildings, there shall be no

"displacement" of existing residential tenants, as such term is defined in Section 22.210.030(E);

For new construction, where an existing rental housing building that contained

24
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four or more occupied dwelling units was demolished on the site of the new project within 12

months prior to application for exemption under this chapter, the owner shall agree, on terms and

conditions satisfactory to the Director, to replace any units within such building that were rented

to tenants who received a tenant relocation assistance payment under Chapter 22.2 10, subject to

the following requirements:

I
.

For the first ten calendar years of operation of the replacement units, the

replacement units shall be affordable at or below 50% of median income.
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Replacement may be accomplished either as part of the new construction

for which application for exemption is made under this chapter, or through the new construction

of additional multifamily housing at another location, or through the substantial rehabilitation of

vacant multifamily housing, or through the preservation of multifamily housing that is rented at

the time of application to tenants with household annual income at or below 50% of median

C. The replacement housing will be completed within a reasonable

Where the existing rental housing building was demolished before the

income, and that the Director detertnines would otherwise be converted to a use other than rental

of the application, provided that the Director may extend the time for completion if the Director

The replacement housing shall be completed, and a temporary or

permanent certificate of occupancy shall be issued, within three years from the date of approval

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

Multifamily Housing Rental Projects--Affordability and Right of First Offer.

to tenants with such income.

finds that:

The failure o complete the replacement housing is due to

circumstances beyond the owner's control;

The owner has been acting and may reasonably be expected to

continue to act in good faith and with due diligence; and

one of the followin

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

10
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A minimumof 20% of the units shall be rented at Affordable Rents

to Income Eligible Occupants whose household income is at or below 60% of Median Income;

A minimumof 25% of the units shall be rented at Affordable

Rents to Income Eligible Occupants whose household income is at or below 65% of Median

Income; or

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

to Income Eligible Occupants whose household income is at or below 70% of Median Income.

exemption granted under this chapter and for one additional year thereafter, a written right of first
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offer under terms and conditions approved by the Director consistent with this subsection.

The City or its assignee shall have and retain, for the life of the

Such right of first offer shall be included in the contract with the

City required under subsection 5.73.060 of this chapter.

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

the rental multifamily housing on the market for sale, shall inform the City in writing of the

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

intent to sell, the City or the City's assignee shall have twenty (20) days to present the owner with

a written offer setting forth the price, terms and conditions under which the City or its assignee is

prepared to purchase the rental multifamily housing.

Upon receipt of the offer, the City or its assignee shall have thirty

calendar days in which to enter into a real estate purchase and sales agreement with the owner

Right of First Offer.
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containing the price, terms and conditions described in the offer or other price, terms and

conditions agreed to by the parties.

In the event that the owner submits a notice of intent to sell to the

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

owner shall not, with the exception provided below, have firther obligations under this provision

for a period of one year from the date the notice is received by the City. Provided, however, that

in the event the City or its assignee makes an offer to purchase the, rental multifamily housing but

no sale occurs, the owner may not offer the rental multifamily housing for sale to a third party at

a price and under terms and conditions more favorable to the buyer than the terms offered by the

City for a period of one year fromthe date the offer is received by the owner.

For owner-occupied multifamily housing, units eligible for the

exemption must have a sales price at initial sale after the grant of exemption that does not exceed

the FRA mortgage limit for Seattle, as adjusted annually, and must be sold to households with

incomes at time of purchase at or below 80 percent of Median Income.

chapte

The contract with the City required under Section 5.73.060 of this

shall identify those units that are designated to meet the affordability requirements of this

sLibsection H.

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

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

Owner-occupied Multifamily housing projects-Affordability and Right of First

Affordability.
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of the exemption granted under this chapter, a written right of first refusal under terms and

conditions approved by the Director, exercisable in the event the owner receives a bona fide offer

to buy the property from an owner whose household income exceeds the affordability limits in

this Section 5.73.040, giving the City or its assignee the right to purchase the property on

substantially the same terms as such bona fide offer. Such right of first refusal shall be included

in the contract with the City required under Section 5.73.060 of this chapter.

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

period of time the multifamily housing is receiving the tax exemption. If, in calculating the

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

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

rounded up to the next whole number.

J. The mix and configuration of housing units (e.g., studio, one-bedroom, two-

bedroom, etc.) used to meet the affordability requirements of subsection G shall be substantially

proportional to the mix and configuration of the total housing units in the project; provided that

all units of two or more bedrooms may be combined into a single category for the purpose of

compliance with this provision. When the project contains more than one building, all of the

Affordable Units required by subsection G may not be located in the same building.

Affordable Units required under subsection G shall have substantially the same

level of interior fixtures and quality of finish as market rate units in the project.

L. For new construction of multifamily housing, the applicant shall complete the

design review process under Chapter 23.41, whether or not the multifamily housing would be

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

13
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exemption under this chapter, For multifamily housing not subject to mandatory design review

under Section 23.41.004A, the applicant shall complete administrative design review under

Section 23.41.016.

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

under Chapter 25,12, Landmarks Preservation Ordinance, Chapter 23.66, Special Review

Districts, or those provisions of Chapter 25.16, Chapter 25.20, Chapter 25.22, Chapter 25.24, or

Chapter 25.28, relating to Landmark or Historical Districts, if such certificate of approval, permit

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

approval shall satisfy the requirement under subsection L that the applicant complete design

review if design review is not mandatory under Section 23.41.004A.

land use regulations, and building and housing code requirements contained in Chapters 22, 23

and 25 of the Seattle Municipal Code.

I I

For the duration of the exemption granted under this chapter, the multifamily

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

19
11 requirements, land use regulations, and building and housing code requirements contained in

Chapters 22, 23 and 25 of the Seattle Municipal Code for which the Department of Planning and

Development has issued a notice of violation that is not resolved by a certificate of compliance,

certificate of release, or withdrawal within the time period for compliance provided in such

notice of violation and any extension of the time period for compliance granted by the Director of

the Department of Planning and Development.
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be scheduled to be completed within three years from the date of approval of the application.

Section 5.73.050 Application Procedure -- Fee

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

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

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

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

I . A brief written description of the multifamily housing, and preliminary

schematic site and floor plans of the multifamily housing units and the structure(s) in which they

are proposed to be located;

Information describing how the applicant will comply with the

I affordability requirements in Subsections 5.73.040 G and H of this chapter; and
i

4. In the case of rehabilitation improvements to an existing vacant building

under Section 5.73.020 K 1, verification from the Department of Planning and Development of

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

K 1, and an affidavit from the owner verifying that the residential portion of the building has

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

At the time of application under this Section, the applicant shall pay to the City an

initial application fee of $3,800.00 if the multifamily housing project contains only residential

A statement from the owner acknowledging the potential tax liability when

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

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

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

identify what additional information is required before the application will be complete. Within

twenty-eight (28) days of receiving additional information, the Director shall notify the applicant

in writing if the Director determines that the application is still not complete, and what additional

information is necessary. An application shall be deemed to be complete if the Director does not

notify the applicant in writing by the deadlines in this section that the application is incomplete;

however, a determination of completeness does not preclude the Director from requiring

additional information during the review process if more information is needed to evaluate the

application according to the criteria in this chapter.

The application shall be submitted any time before, but no later than, the date the

building permit under Seattle Municipal Code, Chapter 22, is issued.

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

-Appeal--Recording of Contract

The Director shall approve or deny an application under this chapter within ninety

(90) days after a complete application is submitted to the Director.

If the application is approved, the applicant shall enter into a contract with the

City, subject to approval by resolution of the City Council, containing the terms and conditions

and eligibility for exemption under this chapter. The City Council's resolution to approve the
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applicant's contract with the City shall be adopted within one hundred twenty (120) days of the

Director's receipt of a complete application.

C. The Director is authorized to cause to be recorded, or to require the applicant or

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

Elections, the contract or such other document(s) as will identify such terms and conditions of

eligibility for exemption under this chapter as the Director deems appropriate for recording,

including the affordability requirements under this chapter.

Upon Council approval of the contract, the Director shall execute the contract as

unless an extension is granted as provided in this chapter.

approved by the City Council, and shall issue a conditional certificate of acceptance of tax

exemption. The conditional certificate shall expire three (3) years from the date of approval

If the application is denied, the Director shall state in writing the reasons forthe

denial and send notice of denial to the applicant's last known address within ten days of the

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

20

-dppeal to the City Council with the City Clerk within thirty (30) days of receipt of the denial. The

appeal before the City Council will be based upon the record before the Director, and the

evidence in,the record to support the Director's decision. The City Council's decision on appeal is.

Director's decision will be upheld unless the applicant can show that there is no substantial

final.

17
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Section 5.73.065 Amendment of Contract
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A. An applicant may seek an amendment of the contract approved by the City

Council by submitting a request in writing to the Director at any time within three years of the

date of the Council's approval of the contract.

approved contract, as determined by the Director, shall be submitted to the City Council for

approval by resolution.

C. An applicant seeking amendments to the approved contract, which in the sole

The Director shall have authority to approve amendments to the contract between

the applicant and the City that are within the scope and intent of the initial contract approved by

the City Council.
,

Amendments that are not reasonably within the scope and intent of the initial

discretion of the Director require approval by the City Council, shall pay to the City an

,amendment application fee of $500.00. If the City Council denies the amendment, the City will

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

any, to the applicant.

D. The date for expiration of the Conditional Certificate shall not be extended by

contract amendment unless:

All the conditions for extension set forth in Section 5.73.070 are met; or

The conditions set forth in Section 5.73.070 A and B are met and the City

Council specifically approves the extension.

18
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I I

The owner has been acting and could reasonably be expected to continue to act in

good faith and with due diligence; and

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

be satisfied upon completion of the project.
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Section 5.73.070 Extension of Conditional Certificate

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

twenty-four (24) consecutive months. The applicant shall submit to the Director a written request

stating the grounds for the extension together with a fee of $150.00 for the City's administrative

cost to process the request. The Director may grant an extension if the Director determines that:

The anticipated failure to complete new construction or rehabilitation

improvements within the required time period is due to circumstances beyond the control of the

owner; and

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

A. Upon completion of the rehabilitation improvements or new construction as

provided in the contract between the applicant and the City, and upon issuance of a temporary

certificate of occupancy, or a permanent certificate of occupancy if no temporary certificate is

issued, the applicant may request a Final Certificate of Tax Exemption. The applicant shall file

with the Director such information as the Director may deem necessary or useful to evaluate

eligibility for the Final Certificate, and shall include:

I
.

A statement of expenditures made with respect to each housing unit and

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

28
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A description of the completed work and a statement of qualification for

the exemption;

6
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3. A statement that the work was completed within the required three-year

period or any approved extension; and

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

requirements in subsections 5.73.040 G and H.

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

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

approves the application, the City will forward the fee for the Assessor's administrative costs to

the Assessor. If the Director denies the application, the City will refund the fee for the Assessor's

administrative costs to the applicant.

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

Director shall determine whether the completed multifamily housing is consistent with the

contract between the City and owner, and whether it satisfies the requirements of and is qualified

for exemption under this chapter.

If the Director determines that the multifamily housing has been completed in

I accordance with the contract between the applicant and the City and the requirements of this

chapter, the City shall file a Final Certificate of Tax Exemption with the Assessor within 10 days

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

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

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

I

20



2

3

4

5

6

7

8

9

Traci Ratzliff

MFTE Ordinance.doc

3/15/04

versiop #3

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

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

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

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

of that decision.

Section 5.73.090 Exemption -- Duration -- Limits

A. The value of new housing construction and rehabilitation improvements

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

successive years as provided in RCW 84.14.020(l).

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

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

assessed valuation of land and non-qualifying improvements, or to increases made by lawful

order of the King County Board of Equalization, the Washington State Department of Revenue,

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

specific area of the county to achieve uniformity of assessment or appraisal as required by law., In

the case of rehabilitation improvements under Section 5.73.020 K (1), the exemption does not

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

required under this chapter.

Section 5.73.100 Annual Certification

A. Within 30 days after the first anniversary of the date the City filed the Final

Certificate of Tax Exemption and each year thereafter, for a period of 10 years, the owner shall

21
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file a certification with the Director, verified upon oath or affirmation, which shall contain such I

information:

information as the Director may deem necessary or useful, and shall include the following

A statement of occupancy and vacancy of the multifamily housing units

9

10

11

12

13

14

15

during the previous year;

2. A certification that the multifamily housing has not changed use since the

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

the contract with the City and the requirements of this chapter;

3. A description of any improvements or changes to the multifamily housing

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

Information demonstrating compliance with the affordability requirements

of Subsections 5.73.040 G and H.

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

exemption.

Section 5.73.110 Cancellation of Tax Exemption -- Appeal

A. If at any time the Director determines that the multifamily housing no longer

complies with the terms of the contract or with the requirements of this chapter, or for any reason

no longer qualifies for the tax exemption, the tax exemption shall be canceled and additional

taxes, interest and penalty imposed pursuant to State law.

If the owner intends to convert the multifamily housing to another use, the owner

28

must notify the Director and the King County Assessor within 60 days of the change in use.
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Upon such change in use, the tax exemption shall be canceled and additional taxes, interest and
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penalty imposed pursuant to State law.

I C. Upon determining that a tax exemption shall be canceled, the Director shall notify
i

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

filing a notice of appeal with the Hearing Examiner within 30 days, specifying the factual and

legal basis for the. appeal. The Hearing Examiner will conduct a hearing pursuant to Section

3.02.090 at which all affectedparties may be heard and all competent evidence received. The

Hearing Examiner shall affirm, modify, or reverse the decision to cancel the exemption based on

the evidence received. The Hearing Examiner shall give substantial weight to the Director's

decision and the burden of overcoming that weight shall be upon the appellant. An aggrieved

party may appeal the Hearing Examiner's decision to the King County Superior Court as

provided in RCW 34.05.5 10 through 34.05.598.

Section 5.73.120 Expiration of Program.

The program established by this chapter shall expire on December 31, 2009, unless

extended by the City Council by ordinance. Upon expiration, no further applications for a

conditional certificate of tax exemption shall be accepted. Incomplete applications shall be

returned to the applicant. Pending complete applications for a conditional certificate, extension of

conditional certificate and final certificate shall be processed as provided in this chapter.

Section 2. Amnually, beginning in 2005, a committee composed of the Directors, or their

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

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

respect to this chapter, and a member City Council central staff, shall review the program



i

1 Traci Ratzliff

MFTE Ordinance.doc

3/15/04

version #3

established by this ordinance and provide a written report to the City Council outlining

development activity, types and numbers of units produced and their locations, rent and sales

3 prices, information regarding the number of low. and moderate income households benefiting

4 from the program, the total amount of tax exempted annually and cumulatively, the impact of

5 the tax exemption on individual homeowners of the City, and other appropriate factors. These

6 reports may include recommendations on whether any neighborhoods should be added or

7
1

removed, whether affordability limits should be changed in certain areas, and will include

11 2008 the committee shall complete a comprehensive review and provide a written report to the

12 City Council regarding the effectiveness of the program. Such review shall include the items

13 included in the annual reports as well as the costs and benefits of the program, an assessment of

14 the affordability limits, and any recommended program modifications.

15

16 Section 3. The City Council hereby adopts the application for the Multifamily Tax

17 Exemption Program in substantially the form attached as Attachment B.

18

19

analysis of any issues related to the use of the program for homeownership units. The annual

9 report shall be submitted to City Council no later than March.30 of each year the program is in

10 effect, starting in 2005. Each report shall include information for the previous year. In June of

8
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Code chapter 5.73, the 2004 Multifamily Housing Property Tax Exemption Program, are

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

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

such invalidity or unconstitutionality shall not affect the validity or constitutionality of the
6

'

I

7
remaining portions of this Ordinance and the 2004 Multifamily Housing Property Tax Exemptioi

8 Program. If any section, subsection, paragraph, clause or any portion of any part is adjudged

9
invalid or unconstitutional as applied to a particular building, project or property, the application

10

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

11

12
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Section 5. This ordinance shall take effect and be in force thirty (30) days from and after

its approval by the Mayor, but if not approved and returned by the Mayor within ten (10) days

after presentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the City Council the
X~l

day of 2003, and signed by me in open

session in authentication of its passage this ~S' day of

Approved by me this
I

~~ day of,

Filed by me this 1

'
7 day of,

Seal)
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Attachments

Attachment A - Maps of Residential Targeted Areas

Attachment B - Fonn of Application for MFTE
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Map #4: Chinatown / International District



Map #5: Columbia ClIty

Map #7: First Hill

Map #6: Denny Triangle

Map #8: MLK @ Holly



Map #9-. North Beacon Hill Map#10: Northgate



Map #11: North Rainier



Map #12: Pioneer Square

Map #14: South Lake Union

Map #13: Rainier Beach

Map #15: South Park



Map #16: University District NW



Map # 17: Delridge/Westwood-Highland Park
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ATTACHMENT B

5

6

7

8

9

10

I I

16

17

18

19

20

21

22

23

24
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26

27

28

APPLICATION

Property Tax Exemption for Multifamily Housing

(Pursuant to Chapter 5.73 of the Seattle Municipal Code)

Applicant's Information

Representative:

(if applicable)

Address:

Phone: FAX:

e-mail:

e -rnail

Phone: FAX:

Note: This application is intended to be signed by the building owner of record or designee. The

application may be rejected or additional documentation required if the siRner is other than the

I
building owner of record.

Property Information

Interest in property:

[ ] Fee Simple [ ] Contract purchase [ ] Other (describe)

27
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County Assessor's parcel account number(s):

Street Address:

Legal Description (Attach separate sheet if needed):

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

Project Information

Project Name or Designation:

Brief written description of the project (preliminary conceptual design, description of unit finishes, site plan and

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

Type of Project (check all that apply):

[ I Residential Rental [ ] Residential For-Sale ]Mixed Use

Number of Dwelling Units Proposed: Rental For Sale - Total

Floor area: Building total
(sq. ft.)

For permanent residential occupancy (sq.

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

footage. Exclude residential units offered for rent for periods of less than one month. "Residential parldng" includes: (1)

28

I
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2

3

4

5

6

13

14

15

parking required by the Seattle Land Use Code as accessory to residential use; (2) residentparking included in lease or sale

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

Unit Information

Unit Type

(# BRs)

# of

units

Approx.

avg. sf.

Projected rent or

sales price

(market rate)

# of units

(affordable)

Projected rent or sales

price

(affordable units)

LT-Otal

Non-residential Space (if applicable)

Description

Projected total cost of new construction/rehabilitation:

(Number should agree with Form 1. Exclude cost of land.)

If mixed use, projected cost of residential improvements: $

Estimated construction start date: Expected completion date:

28
11
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List permits and approvals obtained as of the date of tax exemption application:

2

3

4

5 CHECK ALL THAT APPLY:

6
[ ]

New Construction. Will any occupied housing units be demolished? YES

7 NO
8

Were any occupied housing units demolished in the past 12 months on this site? YES
9

NO
10

Date of demolition (if known):
11

# of existing units to be demolished 4 of units demolished in past twelve months
12

13

18

19

20

21

22

23

24

25

26

27

28

Rehabilitation of Vacant Units. # of vacant housing units

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

building and housing codes (DPD verification requiired-please attach).

[ ] Rehabilitation of Occupied Units. Will four or more additional units be created as part of

rehabilitation project? [ ] YES [ ] NO

If yes, will any residents be displaced as part of this project? YES NO

Attachments to Application

I

Please attach and check the following:

I I

I I

a

Preliminary conceptual design, including site plan and floor plans of the multifamilyunitsi

and the overall structure.

Preliminary development budget (Form 1 or equivalent)

30
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2

I I
Rentals only. Preliminary operating pro forina. (Form 2 or equivalent)

Representative photographs of site and exterior of any existing structures (color photocopy is

3 acceptable)

4 For rehabilitation of an existing vacant structure, verification from DPD of non-

5 compliance with applicable building and housing codes.

6 Application fee of
[ ] $3,800 for residential use building, or $4,900 for mixed

7
residential and non-residential use building. Checks should be made payable to the City

8
of Seattle.

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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3

4

1 5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Statement of Potential Tax Liability

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

(a) the difference between the tax paid and the tax that would have been owed if it had included

the value of the nonqualifying improvements dated back to the date that the improvements

became nonqualifying; (b) a penalty of 20% of the difference; (c) interest. at the statutory rate on

the tax and penalties calculated from the date the tax would have been due without penalty if the

improvements had been assessed without regard to the exemptions provided by Chapter 84.14

RCW and Chapter 5.73 SMC.

Owner's initial:

Certification

As owner(s) of the land described in this application, I hereby indicate by my(our) signature(s)

below that I(we) are aware of the additional tax liability to which the property will be subject if

the exemption authorized by Chapter 84.14 RCW and Chapter 5.73 SMC is canceled. I/We

declare under penalty of pejury under the laws of the State of Washington that the above

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

For rehabilitation of a vacant building:

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

the filing of this application. [ ] YES
[ ]

NO
[ I not applicable

Owner's Signature Date

32
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Print Name

Owner's Signature

Print Name

I

33

Title

Date

Title
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Supplemental Information

The following information is requestedfor overall program evaluation purposes, and will not be

considered in the decision to approve or reject your application.

Please list, by street address, other multifamily housing projects you have developed in

the past ten years. Indicate number of units in each project. (Attach separate sheet if

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

bonus FAR, TDR, etc.) you intend to use to help finance the proposed project.

34
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Did the ability to obtain a property tax exemption for your project make a difference in

your decision to develop the project? If so, in what way?
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Map #3: Chinatown / International District

Map #4.- Columbia City Map #5: Denny Triangle

24 Attached maps 1-16 to Tax Exemption Ordinance



Map #6-. First Hill

Map #8: North Beacon Hill

t,r=-StHRl

25

fALK

(i
~

p Holly Stri:~,e

7S,

. ..........

RA)' "Ymm,

ss4cRG4RsT-

HTONST:

Map #7*. MLK @ Holly

Map #9: Northgate

Attached maps 1-16 to Tax Exemption Ordinance



L43ATt ST

RAYVIIEW

Wrl

sr,*" W~"4q

Map #10: North Rainier

akin~'q

North Rainier

S"UmDLHI~T,

26

~ Co

0
~

I
VER

Attached maps 1-16 to Tax
Fxcmpfion

Ordinance



South Lake Union

Map #12: Rainier Beach

South Park

Map #13.- South Lake Union Map 14: South Park
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Map 15: University District NW
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Map 16: Westwood-Highland Park

Attached maps 1-16 to Tax Exemption Ordinance
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City of Seattle

Gregory J. Nickels, Mayor

Office of the Mayor

July 22, 2003

Honorable Peter Steinbrueck

President

Seattle City Council

FloorMunicipal Building, I lt~

Dear Council President Steinbrueck-

The attached ordinance readopts the Multifamily Property Tax Exemption Program as a tool to

stimulate housing production in targeted neighborhoods in order to achieve goals established through

neighborhood plans. Legislation originally settin- up the program in 1998 included a four-year

sunset clause, ending in December 2002. New legislation is needed to continue the program.

The Office of Housing has issued a detailed Evaluation Report at Council's request. That report

provides a thorough analysis of program accomplishments and costs vs benefits. It makes a number
of recommendations for program changes to help improve program use and efficiency. The attached

legislation incorporates thcse changes.
C~

Recently, City Council has discussed the need for more housing in certain neighborhoods in need of

revitalization. In paticular, the need for increased housing production has been identified by Council

for Northgate, South Lake Uti ion and the University District. The Multifamily Property Tax

Exemption Program. is an important program incentive tool that can help stimulate needed housing in

these neighborhoods, as v, ell as for other revitalization areas.

Thank you for your consideration of this legislation. Should you have any questions, please contact

Katie Hong at 615-1561.

GREG NIWLS
May

rr,-of
Se~ole

ra.

cc:'Hono_able
embers of the Seattle Q, y Council

600 Fourth Avenue, 12t" Floor, Seattle, WA 98104-1873

Tel: (206) 684-4000, TDD: (206) 684-8811 Fax: (206) 684-5360, Email: mayors. office@ci. seattle.wa.us

An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon req
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FISCAL NOTE FOR NON-CAPITAL PROJECTS

Department:

Office of Housing

Contact Person/Phone: DOF Analyst/Phone:

Eric Pravitz/4-0362 Janet Credo/4-8687

Legislation Title:

AN ORDINANCE relating to the development of multi-family housing; creating a new

Chapter 5.73 of the Seattle Municipal Code to implement RCW Chapter 84.14 to provide for

exemption from ad valorem property taxation for qualifying multi-family housing in

designated residential target areas within the City, designating certain areas as residential

targeted areas, and providing for annual program reporting.

Summary of the Leeislation:

This legislation will creatc a new chapter of the Seattle Municipal Code to provide for

the renewal of the Multifamily Property Tax Exemption Program. The renewed

Multifamily Property Tax Exemption Program will increase the number of residential

target areas, standardize the affordability requirement, and change the fee structure to

more accurately reflect the cost of administering the program.

Background:

In November 1998 the City Council by Ordinance 119237 created the Multifamily

Property Tax Exemption Program. The program expired at the end of 2002. A report

to Council was prepared which describes the lessons learned from 1998 through 2002

and provided a list of recommendations for changes to the program. These changes

have been incorporated into this legislation.

The purpose of the property tax exemption for multifamily housing development is to

stimulate the construction of new multifamily housing and the rehabilitation of

existing vacant and underutilized buildings for multifamily housing while meeting the
I

City's goal of increasing the stock of affordable housing.

Developers interested in utilizing the Multifamily Property Tax Exemption Program

must have a conceptual project located in a targeted neighborhood, and agree to

maintain a minimumof 25% of the units affordable to those earning no more than

80% of area median income adjusted for family size, for the duration of the property

tax exemption. Subsequent to approval of their application, execution of a contract

with the City, and completion of the project, a certificate of tax exemption may be

issued which will exempt the assessed value of the residential portion of the building

from property taxes for a period of up to 10 years.
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The exempted portion of the assessed value of a project receiving the tax exemption

is shifted and spread amongst the taxable properties in the City of Seattle. Assuming

that the typical project receiving the property tax exemption has $6,000,000 in

eligible exempt assessed value, the taxes shifted for that year would be $61,807.80.

The effect on the annual property tax bill of an owner of an average value home in

Seattle, ($321,000), would be an additional 24.7 cents. Additional information and

analysis on the Multifamily Property Tax Exemption Program can be found in the

Evaluation Report dated June 17, 2003.

Please check one of thefollowing:

This le2islation does not have any financial implications. (Stop here and delete

the remainder of this document prior to saving andprinting.)

X This legislation has financial implications. (Please complete all relevant

sections thatfollow)

Appropriations (in $1,000s): (Please only reflect the dollar amount actually

appropriated by this legislation)

Fund Name and

Number
Miscellaneous

Housing Fund 16460

Office of Housing

Operating Fund 16600

TOTAL

Department

Office of

Housing

Office of

Housing

Budget Control

Level*

I

XZ460

XZ600

2004 Anticipated

Appropriation

$23.4

$23.4

This is line o businessfor operating budgets, andprogram orprojectfor capital~f

improvements (same as table below)

Notes: This anticipated appropriation reflects the projected receipt in 2004 of $23.4 in

application fees into subfund 16460. These funds will then be transferred out of subfund

16460 and deposited into OH's Operating fund 16600 (transfer out reflected in the

Spending Table below). This transfer is necessary in order to pay staff since all staff

salaries/benefits come out of the Office of Housing Operating Fund.

2

C, I"

P
ly

,
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AntL~pated RevenuelReimbursement (in $1,00gjs Resul~~g, From This LCgLstation:

Fund Name and Department Revenue Source 2004

Number Revenue

Miscellaneous Office of Application Fees $23.4

Housing Fund 16460 Housing

Office of Housing Office of Interfand from $23.4

Operating Fund 16600 Housing 16460

TOTAL
Notes: This assumes that in 2004 we will receive five applications, four of which will be

mixed use projects. The application fee will be a flat $4,900 for mixed-use projects and

$3,800 for single-purpose residential projects. Revenue generated by the application fee

will be used for actual expenses associated with processing the application, such as

application review, contract development, preparation of the legislative package, etc. Any

application ftmds not expended in the administration and processing of an application

will be refunded to the applicant in accordance with RCW 84.14.

Total Reaular Positions Created Or Abrogated Throygh This LEg~slqtion, Including

FTE Impact:

Position Title: Part-Time/

Full Time

2003

Positions

2003

FTE

2004

Positions"

2004

FTE**

Senior Community

Development Spec.

.28

TOTA-L .28

Notes: This legislation would provide a new fund source through MFTE application fees

which would provide funding for .28 FTE.

Fund Name and Number- OH Operating Fund 16600

Department: Office of Housing

List each position separately

2004positions andFTE are total 2004position changes resultingfrom this

legislation, not incremental changesfrom 2003.

Do Rositions sunset in the future? (Ifyes, identify sunset date): No
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Reng~ ~Xash Flow Lin $1,000s): (Please complete this section only in those casesS
where part or all of thefunds will be spent in a different year than when they were

appropriated (e.g., as in the case of certain grants and capital projects)

I
Fund Name and

Number
Department Budget Control

Level*

2003

Expenditures

2004 Anticipated

Expenditures

Miscellaneous

Housing Fund

16460

Office of Housing XZ460 $23.4

Office of Housing

Fund 16600

Office of Housing XZ600 $23.4

TOTAL $23.4

This is line of businessfor operating budgets, andprogram orprojectfor capital

improvements (same $ amount as revenue)

Notes: The anticipated revenue receipt of $23.4 in application fees into subfund 16460

will be used to pay staff costs associated with the program. These funds will then be

transferred out of subfund 16460 and deposited into Office of Housing's Operating Fund

16600 (transfer in to 16600 reflected in the Revenue Table above). This transfer is

necessary in order to pay staff since all staff salaries/benefits come out of Office of

Housing's Operating Fund 16600.

What is the financial cost of not implementing the legislation?

The financial cost of not implementing the legislation would include the potential that

some multifamily projects would ultimately not be built, or at best their development

would be delayed until economic conditions stimulated their construction without

incentive.

What are the possible alternatives to the le2islation that could achieve the same

or similar objectives?

N/A

Is the legislation, subject,to public hearing reguirements:

Yes

Other Issues:

N/A
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3

4

5

6

7

8

9

ORDINANCE

AN ORDINANCE relating to the development of multi-family housing; creatif~g a new Chapter
5.73 of the Seattle Muni-cipal Code to implement RCW Chapter 84A4 to provide for

exen-iptiori from ad valorei-ri property ta-x-ation for qualifying multi-~~amily housing in

designated residential target areas Nvithin the City, designating. ain areas as residential,cert

targeted areas, and providing for annual program reporting.

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

provides for the exemption from ad valorem prop erty,'taxation for the value of eligible

areas and authonizes the City to adopt necessary rocedures to implement the

and
~

P State law;

irnprovernents associated Nvitli quall fyiiag multi-tinit housing located in residential target

WHEREAS. the stated pi-Irpose of RCW Chapter 94.14 is to increase residential opportunities by
stirnwatirig the constniction of new ratilti-family housing and the rehabilitation of
eXJ SJng vacant and unden,a] lized btiflldirigs for mtdti-family housing in areas where the

City f
j rids there are ins ,,tificient residential opportun ities; and

16

17

18

19

20

21

22

23

24

25

26

27

28

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

"I I

a',,
vi I-es, hub urban N-111ages or residential urban villages in the Land Use Element of the

C, jt~A ComprehensivIo Plan satisfy the requirements of an "urban center" as defined under
RCW 84.14.010(l); and

WHEREAS, the City Council solicited public comment regarding the additional residential target

areas at a public hearing on July 23, 2003; and
Z~:

WEER-EAS, the City finds that the areas designated as residential targeted areas in thiis

Ordinance are each Jocatecl,~~,Iithin an urban village as defined in this ordinance, that each
area lacks stifflicient a-vallable, desirable and convenient residential housing to meet the

necds of the public who ,%~oifld be likely to live in such area if desirable, attractive and
livable residences xverc av.-1la1-,l,::, and that [he property tax exemption program
irnplen-ienllcd b-,,,-

this Ordinance wil I encotirage increased residential opportunities within

the City and stimidate the const.niction of new iindt"iamily housing and the rehabilitation

of existing vacant and undenal lized buildings for inultifamily housing; and

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

of low and Modefate income households who would be likely to live in such areas if

affordable residence's were available, and



Eric W. Pravitzlewp

N4FTE Ordinance 03.doc

6,/30,~03,

-ersion #2

2

)WHEREAS, it is the City's intent to preserve and protect buildings, objects, sites, and

nei(I'llborhoods with historic, cultiaml, architectural, engineering or geographic

sig if elgrj Icance located within the Cit,~, as provided in those chapters of the Seattl'

Mtinicipal Code relating to I~andmarks preservation, landmark districts, historical districts

aiid special review districts-, and the property tax exemption program established by this

ordirlaric,e will support and ftirther the goals and ptirposes expressed i,,n-those provisions

of the Code; and

WHEREAS, it is the City's goal to preserve, when appropriate, existing multifamily low-income

ho Lisia-io, in neighborhoods whert sucli housing now exists.. to use the property tax

exert,,plion program to support and not hinder this goal; atid

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

program that expired M 2002, and a new ordinance is required to readopt and continue th

program; Now, Therefore;

: F Ur " " A If1V-F " D.7 'UU rIIr7X7 nU Qr A Ir-rT V A Q UfA I f%XX7

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Section 1. A new Chapter 5.73
.

to be titled "Multifamily Housing Property Tax

Exemption Ordinance" is hereby added to the Seattle Municipal Code, Title 5, Subtitle 11, Taxes,

to react as follows:

Section 5.73.010 Purpose

A. The purposes of this chapter are:

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

To stimulate the construction of new multifamily housing and the rehabilitation

of existina vacant and underutilized buildings for multifamily housing;

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

low and moderate income households;
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4. To accomplish the planning goals required under the Growth Management Act,

RCW chapter 36.70A, as implemented by the City's Comprehensive Plan;

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

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24-

25

26

27

28

6. To prese e and protect buildings, objects, sites, and neighborhoods with

hisioric, cultural, architectural, engineering or geographic significance located within the City;

and

7. To encourage additional housing in certain areas to support investment in

public transit projects.

B. Any one or a combination of these purpo
,

ses may be furthered by the designation of a.

residential targeted area under this chapter.

Section 5.73.020 Definitions

A. "Affordable" means: (1) for rental housing, that the units shall be rented to person(s)

Wild' IVIOLIschold annual income, at the time of each tenant' s initial occupancy, no greater than the

percentage of median income designated in this chapter for the tenant's household size; and (2)

for owner-occupied housing, that each owner of the property who occupies the unit after issuance

of the final certificate o
,

f
.

tax exemption under this chapter shall have a household annual income,

at the time of each sucili owner's initial occupancy of the unit, no greater than the percentage of

median income designated in this chapter for the owner's household size adjusted for the

presumed 1111111-ily
size of the unit as set forth above. A unit shall not cease to be affordable solely

because the household annual income of the owner of owner-occupied housing, or tenant of
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rental housing, exceeds the annual income limit set forth in this subsection A afterth
,

e date of

2

3

4

5

initial occupancy.

B "Assessor" means the King County Assessor.

C. "Director" means the Director of the City's Office of Housing, or any other City office

department or agency that shall succeed to its functions with respect to this chapter, or his or her

authorized designee.

D. "Household annual income" means the aggregate annual income of all persons over

e I(ghteen (18) years of age residing within the same -household for a period of at least one month.

E. "Median income" means annual family median income for the Seattle-Bellevue-

12

13

Everett Primary Metropolitan Statistical Area ,
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

units designed for penuanent residential occupancy resulting from new construction or

rehabilitation or cof iversion of vacant, underutilized, or substandard buildings.

ules for the HOME program.

F. "Multi-family housing" means a building or townhouse having four or more dwelling

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

H. "Permanent residential occupancy" means multi-family housing that provides either

rel-aal or owner occupancy for a period of at least one month. This excludes hotels and motels

that predon-iinately offer rental accommodation on a daily or weekly basis.

28
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"Rehabilitation improvements" means (1) modifications to an existing structure, the

exemption under this chapter, that aremade to achieve a condition of substantial compliance

esidential portion of which has been vac ~-H-tt for at least 12 months prior to application for

with the applicable building and construction codes contained in SMC Title 22; or (2)

modifications to an existing occupied residential structure or mixed use structure that contains

occupied residential units, that add at least four multi-family housing units.

"Residential targeted area" means an area within an urban village that has been so

designated by the City Council pursuant to this chapter...'

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

14

15

16

17

18

19

20

23 1

24

25

26

27

28

opposed to new construction.

cons-ruotion codes contained in SMC Title 22 t1hat is typically required for rehabilitation as

L. "Urban village" as used in this'chapter means a neighborhood that: (1) is within an

area designated as either an urban ceiiter village, a hub urban village or a residential urban village

in the Land Use Element of the City's Comprehensive Plan; and (2) meets the definition of an

~f

tirban center" as defined in RI.-'W 8 4.14.010,

Seetion 5.73.030 Residential Targeted Areas -- Criteria -- Designation

A. F ollovving notic e and public hearing as prescribed in RCW 84.14.040, the Council

ay des ig ate one or mbre residential targeted areas upon a finding by the Council in its sole

i discretloii that the residential targeted area meets the following criteria:

i

The residential targeted area is within an urban village;
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2. The residential targeted area lacks sufficient available, desirable and

convenient residential housing to meet the needs of the public who would be likely to'live in the

urban village if desirable, attractive and livable residences were available; and

3. Providing additional housing opportunity in the residentiat targeted area will

assist in achieving one or more of the following purposes:

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

(b) stimulate the construction of new affordable multifamily housing; or

(c) encourage the rehabilitation of e,xisting vacant and underutilized

buW,ings for multifamily housing,

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

including:

1. Whether additional housin
I

in the residential targeted area will attract and.9

maintain an increase in the number of permanent residents;

2. Whether providing additional housing opportunities for low and moderate

income households wou I d ineet th e needs of citizens likely to live in the area if affordable

residences were available;

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

4
-

'I ecL I r) C
L, Z-,

area will help to,.achieve the planning goals mandated by the Growth Management Act

27

28

under RCW 36.70A, as' implemented through the City's Comprehensive Plan;

4. Whether encouraging additional housing in the residential targeted area

supports plans for significant public investment in public transit and/Or a better j obs/housing
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5. Whether additional housing may contribute to revitalization of a distressed

neighborhood or area within the City.

C. At any time the Council may, by ordinance, in its sole discretion, amen-, d or rescind the

designation of a residential targeted area purst, ant to the same procedural requ irements as set

forth in RCW 84.14.040 for original designation.

D. The following areas, as shown in the attached Maps I through 16, are designated as

residential targeted areas under this chapter:

18

19

20

21

22

23

1

24
1

25

26

27

28

23'd &amp; Jackson-Union

2. Capitol Hill

Chinatown-International District

4. Columbia City

Denny Triangle

First Hill

MLK *Holly,

8. North Beacon Hill

9. North Rainier

10. Northgate

11. Pion'eer-Square

12. Rainier Beach

11. South Lake Union

14. South Park

15. University District NW



Fric W. Pravit7jewp

Mlr"FE`03-dmalice 01doe

630/03

version 42

I

2

3

4

5

6

7

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

16. Westwood-Highland Park

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

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

Section 5.73.040 Project Eligibility

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

i satisfy all of the following requirements:

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

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

within a residential strLicIture or as part of a mixed use development, in which at least fifty

C. For new construction, a jimaimum of four new dwelling units must be created; for

percent of the space withill such residential structure or mixed use development is intended for

permanent residential occupancy.

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

dwelling units must be added.

For rehabilitatioi,~ or conversion of an existing vacant building, the residential portion

of the building shall have 'been vacant for at least twelve (12) months before application for a

conditional exemption, "and the rehabilitation improvements shall achieve a condition of

substantial compliance with the applicable building and construction codes contained in Title

22.

E. For rehabilitation or conversion of existing occupied structures, there shall be no

sl lacement" of existing residential tenants, as such term is defined in Section 22.210.030(E);
11

28
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terms and conditions satisfactory to the Director, to replace any units.,within such structure that

were rented to tenants who received a tenant relocation assistance.
.

ayment under Ch. 22.210,p
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F. For new construction projects where an existing rental housing structurc, diiat

contained four or more occupied dwelling units was demolished on the site of the new project

within 12 months prior to application for exemption under this chapter, thdowner shall agree, on

sul~ject to the following requirements:

(1) For the first ten calendar years of opera
.

tion of the replacement units, the

(3) The
r,. placement housing shall be completed, and a temporary or permanent

certificate of occupaw~~ sball be issued, within three years from the date of approval of the

application, provided, tlaat the Director may extend the time for completion if the Director finds

that: (i) the failure Ao complete the replacement housing is due to circumstances beyond the

owner's control; (Ji) the owner has been acting and may reasonably be expected to continue to act

in good faith and with due diligence; and (iii) the replacement housing will be completed within

a reasonab,1~6 time.

replacement units shall be affordable at or below 50% of median income.

(2) Replace m.ent may be accomplished either as part of the new construction for

which application for exemption is made und r this chapter, or through the new construction of

additional multiple-unit housing at another location, or through the substantial rehabilitation of
X

~!acant maltiple-unit housing, or through. the preservation of housing that is rented at the time of

appli.eation to tenants -,N~fth house.46id annual income at or below 50% of median income, and

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



Eric W. Pravitz/ewp

MFTE Ordinance 03.doc

6/30/03

version 42

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

2

3

4

5

6

7

8

the effective date of this Chapter 5.73, are not subject to the requirements of this subsection.

G. For rental projects, at least 25% of the units shall be affordable at or below 80% of

median income for the period of time the property is receiving the tax exemption. If the

percentage of affordable units in the project required is a fraction, then the number of affordable

units shall be rounded up to the next whole number.

H. For owner-occupied projects, units shall serve households with income at time of

purchase af. or below 80 percent of median income.

1. The mix and configuration of housing units (e.g., studio, one-bedroom, two-bedroom,

etc.) used to meet the requirement for affordable units under subsection (G) shall be substantially

proportional to the mix and configuratioji of the total housing units in the project; provided that

I units of two or more bedrooms ay be combined into a single category for the purpose of

compliance with this provision...'~"

J. Affordable housing undts required under subsection (G) shall be substantially the same

or construction qual ity as market rate units in the project.

K. For owner occupied projects, the contract with the City required under Section

28

5.73.060 shall identify those units that shall be eligible per subsection H of this section. For

those owner-occupied units, the City shall have and retain, for the life of the exemption granted

tuidci- this chapter, a written right of first refusal under the terms and conditions approved by the

Director, exercisable in the event the owner receives a bona fide offer to buy the property from a

owner vvilaose household income exceeds the affordability limits in subsection 5.73.020A, giving

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

10
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bona fide offer. Such ri lit of first refusal shall be included within the contract with the City9

required under subsection 5.73.060A.

Z

The right of first refusal shall require that the property owner notify the City in writing of the
I

terms of the offer. Within 3 0 days, the City shall either enter into
a.y&amp;

al estate purchase and sales

agreenieiit with the owner at the price, terms and conditions of the offer or such other terms and

conditions agreed to by the parties, or notify the owner (iff. its refusal.

L. For new construction of multifamily hops ling, the applicant shall complete the design

review process under Chapter 23.4 1, whether. or not the project would be subject to design

review under Chapter 23.41 if the owner had not applied for property tax exemption under this

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

calit shall coi-riplete admiln] stnative design review under Section 23.41.016.

The applicant shall obtain a certificate of approval, permit, or other approval -under

Cl-iapter 25.12, Landi-narks Preservation Ordinance, Chapter 23.66, Special Review Districts, or

those provisions of Chapter 25.16, Chapter 25,20, Chapter 25.22, Chapter 25.24, or Chapter

,5.28, relating to Lardniark or Historical Districts, if such certificate of approval, permit or other

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

shall satisf,, t'he ren-rement under subsection L that the licant co lete desic- review if

21

desigii rw,17iew is not mandatory under Section 23.41.004A.

21-

23

24

25

26

27

28

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

regulations, and building and housing code requirements contained in Title 22, Title 23 and Title

25 at the time of new construction, rehabilitation or conversion.

I I
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0. For. the duration of the exemption granted under this chapter, the property shall hp,,~e

no violations of applicable zoning requirements, land use regulations, and building andhousing

code requirements contained in Title 22, Title 23 and Title 25 for which the Department of

Planning and Development shall have issued a notice of violation that is no~,Te'solved by a

certificate of compliance, certificate of release, or withdrawal within the'time period for

comPliance Provided in such notice of violation and any extension of the time period for

not meeting the income qualification as defined by a household income at or below 80% of area

compliance granted by the Director of the Department of Planning and Development.

P. New construction of multifamily housing and re-habilitation improvements must be

schedLiled io be completed within three years from thc date of approval of the application.

Q. For owner-occupied projects, only the units,.-neeting the conditions of subsection H

shall be etigible for the property tax exemptid
.

n. Upon sale of the owner-occupied unit to a buyer

rnedian income, adjusted for household size, as determined by HUD, the property will no longer

receive the property tax exemption.

appi'cation by oath or affirmation. The application shall contain such information as the D

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

Section 5.73.050 Application Procedure -- Fee

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

may deem necessary or useful, and shall include:

24

25

26

27

28

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

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

12
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2

3

2. A statement from the owner acknowledging the potential tax liability- 'when the

property ceases to be eligible for exemption under this chapter;

3. Information describing how the applicant will comply-with the affordability

-equirements in Subsection 5.72.040(G) of this chapter; and

4. In the case of rehabilitation of an existing v'acatit structure under Section

:5, 72.020(l)(1), verification from the Department of Planning and Development of non-

compli'arice with applicable building and housing codes as required under Section 5.72.020(l)(1),

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

period of 12 months prior to filing the app I ication.

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

nitial application fee of $3,800.00 if the project is single-purpose residential, or $4,900.00 if the

s mixed-use. If Me CAY denies the application, the City will retain that portion of the fee

I

I

attributable to its actual adni I nistrative costs and refund the balance, if any, to the applicant.

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

beir-t- filed if the Director detcrmines that an application is not complete and shall identify what

additional H-florn-iation is reqLiffed before the application will be complete. Within twenty-eight

plicant in writing by the deadlines in this section that the application is incomplete; however, a

s necessary. Aii,,,ppllcation shall be deemed to be complete if the Director does not notify the

ie Director determines that the application is still not complete, and what additional information

(2 8) da,,

-
-
-
. of --receiving additional information, the Director shall notify the applicant in writing if

i d et!~:rm I nation of completeness does not preclude the Director from requiring additional

13
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2

3

4

5

9

10

11

12

113

14

15

information during the review process if more information is needed to evaluate the.,,Iapplication

according to the criteria in this chapter.

D. The application shall be submitted any time before, but no later than, the date the

I Ni-110ing, or other construction permit is issued under Title 22.

I

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

Appeal

A. The Director shall approve or deny an application under this chapter. If the

application is approved, the applicant shall einter into a contract with the City, subject to approval

by resolution of the City Council, regardim, the terms and conditions of the project and eligibility

for exemption under this chapter. 'Pie City Council's resolution to approve the applicant's

contract with the City shall take ptace within 90 days of the Director's receipt of the completed

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

approved by the City Coiiicil, and shall issue a conditional certificate of acceptance of tax

exern-,,itlon. The coiidltional certificate shall expire three (3) years from the date of approval

auless an extension is granted as provided in this chapter.

B. If tlic application is denied, the Director shall state in writing the reasons for the denia

ij,-,d send. notice of denial to the applicant's last known address within ten days of the denial.

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

1

the City Council with the City Clerk within thirty (30) days of receipt of the denial. The appeal

before the City Council will be based upon the record before the Director and the Director's

14
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2

3

4

5

6

decision will be upheld unless the applicant can show that there is no substantial evidence.,-boa the

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

Section 5.73.065 Amendment of Contract

A. Any applicant seeking amendment(s) to the contract approved by the City Council

may do so by submitting a request in writing to the Director at any,time within three years of the

I &amp;te of Lhe Council's approval of the contract.

B. The Director shall have authority to approve .,amendments to the contract between the

applicant and the City that are within the scope an.O."intent of the contract approved by the City

Amendments that are not reasonably within the scope and intent of the approved

as determined by the Director, shall be submitted to the City Council for approval by

C. Any applicant seeking.amendments to the approved contract, which in the sole

17

18

19

20

21

22

23

24

25

26

27

28

'eso-lution.

I
discretion of the Director require approval by the City Council, shall pay to the City an

amendment application fee of S500.00. If the City denies the amendment, the City will retain

that portion of the fee attrlhtnablc to its own actual administrative costs and refund the balance, i

any, to the applicant.

D. The date for expiration of the Conditional Certificate shall not be extended by

contract amendine,nt unless (a) all the condi tioi-~s for extension set forth in Section 5.73.070 are

met, or (b) the conditions set forth in Section 5.73.070 A. and B. are met and the City Council

specifically approves the extension.

15
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Section 5.73.070 Extension of Conditional Certificate

The Conditional Certificate may be extended by the Director for a period not to exceed 241

consecutive months. The applicant shall submit a written request stating the grounds,~for the

extension together with a fee of $150.00 for the City's administrative cost to pro cess the request.

The Director may grant an extension if the Director determines that:

A. The anticipated failure to complete construction or rehabilitation within the required

time period is due to circumstances beyond the control of the
9,Wrier; and

The owner has been acting and could reasonably, be expected to continue to act in

oo I aitg c' f,
'

h and with due diligence; and

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

satisfied upon completion of the project.

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

A. Upon complotion o ,'the rehabilitation improvements or new construction as provided

in tho, contract between the a yflicant and the City, and upon issuance of a temporary certificate oP !

occupancy, or a perma-aent certificate of occupancy if no temporary certificate is issued, the

appli cant may request a Final Certificate of Tax Exemption. The applicant shall file with the

Director such information as the Director may deem necessary or useful to evaluate eligibility for

the MIMI Certificate, and shall include:

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

unitand the total expenditures made with respect to the entire property;

16



!Fr7ic W. Pravitz/ewp

4
11 or any approved extension; and

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

exemption;

3. A statement that the work was completed within the requiredAhree-year period

5

6

630/011

vcrsion #2

F! V Ordinance 03.doc

4. Information on the applicanfs compliance with the affordability requirements

i" qifkq~nf;n" ; 'T) nztiVC~"i

7 11

8
11

B. At the time of application for Final Certificate uneler this section, the applicant shall

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

17

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

pay to the City a fee of $150.00 to cover the Assessor's adn-tinistrative costs. If the Director

admi,.-iis(i-ative costs to the applicant.

the Assessor. If the Director denies the applicati on, the City will refund the fee for the Assessor's

approves the application, the City will forward thefi6e for the Assessor's administrative costs to
'

shall determine whether the completed work is consistent with the contract between the City and

owner and is qualified for exemption under this chapter, and which specific improvements satis-,

18
die reqLdroments of this ctiapter.

21

22

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

I I I
C Et F MUI %-eYUJ ICULt; 01 1 ax r-Neraption with L-he Assessor within 10 days of the expiration of

the thirtv-dav i-)criod provided -under subsection C of this section

24 E. The Director is authorized to cause to be recorded, or to require the applicant or owner

/--7

the contract with the City required under subsection 5.72.060(A) of this chapter, or such other

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

17
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document(s) as will identify such terms and conditions of eligibility for exemption under this

chapter as the Director deems appropriate for recording, including requirementslunder this

chapter relating to affordability of units.

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

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

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

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

G. The applicant may file an appeal of the Director's decision that a Final Certificate will

not be issued to the King County Superior Court within thirty (30) days of receiving notice of

Section 5.73.090 Exemption - Dura

A. The value of new1housing construction and rehabilitation improvements qualifying

as provided in RCW

'Linder this chapter will be exeinpt from ad vallorem. property taxation for ten (10) successive years

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

App;_-als, or King County, to a class of property throughout the county or a specific area of the
I-

couni-y to achieve uniformity of assessment or appraisal as required by law. In the case of

Co~iilty Board of Equalization, the Washington State Department of Revenue, State Board of Tax

of fiand a rid non- qualifying improvements, or to increases made by lawful order of the King

I ~1

-
not o Lial

i

!'
~

y i ng Linder this chapter, nor does the exemption apply to increases in assessed valuation

18
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rehabilitation of existing buildings, the exemption does not include the value of improvements

constf ucted prior to submission of the completed application required under this
chapter.

A. Within 30 days after the first anniversary of the date the City filed the Final

Ceitiflicate of Tax Exemption and each year thereafter, for a period of 10 years, the property

ov~ner shal I file a cortification. with the Director, verified on oath or affirmation, which shallup

Section 5.73.100 Annual Certification

cOntain such information as the Director may deem nee
.

essary or useful, and shall include the

1. A statement of occupancy a-rd vacancy of the multi-family units during the

2. A certification tbat,,flic property has not changed use since the date of filing of

!w Final Certificate of Tax Fxcinptioti.. and coi al nucs to be in compliance with the contract with

the City and the requirements 0 f this chapter;

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

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

ubsections 5.72.040(G) .

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

Section5.73.110 Cancellation of Tax Exemption --Appeal

4. Information demonstrating the owner's compliance with the affordability

19
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2

art] penalty imposed pursuant to State law.

A~ If at any time the Director determines that the property no longer complies with the

terms of the contract or with the requirements of this chapter, or for any reason no longer

qualifies for the tax exemption, the tax exemption shall be canceled and additional taxe§` interest

B. If the owner intends to convert the multi-family housing to another use,.
the owner

8

9

10

I I

12

ni,,,ist notify the Director and the King County Assessor within 60 days of the change in use.

Upoa such ch anvle in use, the tax exemption shall be canceled and additional taxes, interest and

penalty imposed pursuant to State law.

C. Upon determining that a tax exemption shall bei7anceled, the Director shall notify the

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

determination by filing a notice of appeal with the Hearing Examiner within 30 days, specifying

the factual and legal basis for the appeal. The, Hearing Examiner will conduct a hearing pursuant

to Section 3,02.090 at which all affected parties may be heard and all competent evidence

rece:ved. The Hearing Examiner shalj-~affirm, modify, or reverse the decision to cancel the

Court as provided in RCW 34.05.5 10 through 34.05.598.

n au eved party may appeal the Hearing Examiner's decision to the King County Superior

exemption based on the evidence, i-eceived. The Hearing Examiner shall give substantial weight

to the Director's decision and the burden of overcoming that weight shall be upon the appellant.

V

Section 2. Annually, beginning in 2005, a committee composed of the Directors, or their

designees, of the Office of Housing, the Office of Policy and Management, City Budget Office

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

20



ftiiic6o~,is with respect to this chapter, shall review the program established by this ordinance aild

)~,,`de a report to the City Council outlining development activity, types and numbers of units

1-)rodiiced aiid th-lir lo'cations, rent and sales prices, information regarding the minibler of low and 1:

modcral'c i'-acolne housellolds benefiting from the program, and other appropriate factors. These

'

i

i
i 1-1clude recoiiii-il-idations on whether any neighborhoods should be added or

rcri-ioved, N~,'-Iicther afford.-tbility liln-Hts sl-IoLilid be changed in certain areas, aad will analyze any

9

10

11

12

13

-r

20

21

22

23

24

25

26

27

28

iSSLI"-~, relatold to the use of the program for homeownership units. The annual report shall be

s-iliN, il' tcd "o City Council no later than March 30 of eacli -y(;ar the program is in effect, starting in

20(-)5, eacb, report shall includo ii-iromiation for the prc~~ious year.

Seel lou 3. The Mulfti~Lmily Housing Propcil.), Tax Exemption Ordinance is declared to be

severable. [f any section, subsection, paragi-apla, clause or other portion of any part is for any

portloi-ls o f tbe Nfu 11 1 fat-ri
lily

Ho; isiiwL I i

_ Property Tax Exemption program. If any section,

or uTi coil st ifut] oii a"!
ity

slh~-H iiof. affect the validity or constitutionality of the remaining

reasori lield to be invalid or Li--icotiAituiional by any court of competent jurisdiction, such

SUbse-'-'t-'01'~' pang-rapb, c.
"I1-11se 01, iny portion of any part is adjudged invalid or unconstitutional as

i

applied to a particillar project or property, the appilcation of such portion to other projects or

'hall iiot I-,e affected.properties S.-
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,NIFTE Ordinancc ~~Idoc

vei,.w~l #2

Section 4, This ordinance shall take effect and be in force thirty (30) days froml:diid after

its appl-oval by the Mayor, but if not approved and returned by the Mayor within ten (10) days

afieu p~csentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the City Council the _ day of 2004, and signed by me in open

SOISSIOn lirl Withejiucall-ion of its passage this_ day of 2004,

P-I--esI*dent of the City Council

Approved by me this da-y -of- 2004.

Gregory J. Nickels, Mayor

I

.Seal)

22

23

24

25

26

27

28

Attachments

Filed by me this_ day o!'_, 2004.

City Cleric

22



Legislative Department

Seattle City Council

Date: March 12,2004

To: Council members

From: Traci Ratzliff, Central Staff

Subject: Divided Report for Multifamily Tax Exemption (MFTE) Legislation - CB 114775

Affach-d vou will find the DiNdde.d Report for the MFTE Program Legislation that was discussed

-.Human Services and Health Committee on March
.

T s
and voted o;-. I-)- the Housin 2

nd
hi

legislation is scheduled tobe votc:d On WL Full Council this Monday, March 15, 2004.

I have also attached a brief summary of the substitute ordinance that was voted out of the

HHS&amp;H Committee.

Please contact me should you have any questions about the attached documents
or,

if you desire

assistance on this matter.

Attachments

An equal opportunity employer

600 Fourth Avetf",-Fioor 2,-PO-Box-34025, Seattle, Washing n 98124-4025

Office: (206) 684-9888 Fax: (206) 684-8587 TTY: (206) 233-0025



CB 114775 ~ Multi-Family Tax Exemption Program
Divided Report ,

For consideration at Full Council on March 15,2004

family Tax 10-vemption Program. Afltcl- d:sc-assion with key Councilmembers, the Mayor

IJA d his proposal and it was introduced as CB 114775 on December 1, 2003. The Mayor's--nod'
-

t~

proposal was discussed by the Housing Cornmittee in December, February, and March

Committee Meetings. Public hearings were held on December 16'h and March 1". On March
,d

2
,
the Committee considered a substitute to the Mayor's proposed legislation and amendments

In the Fall of 2003 the Mayor. submitted to Co-an-cil his proposed ordinance establishing a Multi-

The Committee had a divided report on the proposed substitute, as amended, to CB 114775.

to the proposed substitute.

Yes 3 (Fasn-nassen, Drago, Della)

No 2 (McIver, Licata)

The reports on those voting Yes and no on the substitute to CB 114775 arc as follows.

Rasmussen Dra o Della) on substitute to CB 114775:

prograin e:7Abodjed in t1he subs-ilituile to CB 114775 are appropriate for the MFTE program. The

goals (and criteria Jassoclatz~d vNith, the goals) a7e as follows:

Goalslcriteria and Neij~hborboods eligible for MFTE: We believe that the goals of the

income, workforce housing housing affi-clable to households at 60% - 70% of median income
in achieving growth targets) or are seeing development but in which we want to develop mixed-

t-
'ginghousing in areas that are not seeing develop-nient (economically distressed areas or areas lag

i

program. This program provides a modest subsidy intended to stimulate the development of

was designated as a residential targeted neighborhood in the City's prior Multifamily Tax

4. Create mixed-income housing, inchiding affordable units, in an area or neighborhood that

the Ctv has iden-ifled by Resolution as one in which the City wants to encourage

dev.-lopment of such housing. Council adopted such Resolutions for South Lake Union
r_1

(30610) and the University District

5. Create mixed-income housing, includling affordable units, in an area or neighborhood that

econernically distressed areas and those areas behind in meeting residential growth

!ar C, e t s;

Cr--a:te hcusiric un'f s in urban N! I that are economically distressed (as defined under

the
I

Hiousing Levy's NHOP and El-omeownership Program);

Clreafe affordable units (,rcntal and honneownership) not developed by the. market (60% -

70c'/,', of median income for rental, K0% of median income for homeownership) in

grov,-th targets (behind isJcfi.-jed as at or below 25% of housing growth target)~

1. Crcqte hous in o unlits 1* n urban v
-

1a,es that are behind in. meeting 20 year residential

Exemption program, RCW chapter 5.72.

These goals and the criteria would permit 17 neighborhoods in the City to utilize the MFTE

for rental housing and 80% of median income for homeownership.



te to CB 114775-

Goals/Criteria and Neighborhoods eligible for MFTE: We agree with. the first three

goal s/criteria that were Included in the substitute proposal offered by CM Rasmussen. We
believe there is a netd andiustification to provide a subsidy program like the MFTE program to

J
t~

stimulate development in economically distressed areas where development is not and will not

happen without public subsidy and to provide such assistance in areas that are not economically

distressed but are b~~Ii,'Id in meetiing housing growth targets. We believe this program can be a

tool to help these ar~~as that are not seeing much if any development.

We do not believe that the MFTET,-rogram is needed in areas that are clearly seeing development

happen - areas that are exceeding growth targets. These include South Lake Union, University

District and Capitol Hill, in particular. All of these areas have seen significant growth and are

clearly places where developers are interested in developing, Public subsidy programs, such as

the MFTE, should beiised in areas that need such assistance not in areas fhatt are doing well on

their own., as is the -lase with the three above inentioned neighborhoods. This is particularly true

As it relates to the MFTE program where the tax burden for this particularly program is shifted to

other flax payers.

Affordabflit-,, Re' nirement&amp; Length of Affnrdability Requirement For Rental Projects:
-- ------ I ----

We believe the afibrd ability icquirei-nent cw- amed in the substitute to CB 114775 does not

provide a cl ear public benefit for the tax berief-It provi ded by t' ne MFTE program, .
Under the

substitute proposal, a developer is allowed to c1loose between 3 options, 20% of the units at 60%

of median income, 25% of the units at 65% of median income or 30% of the units at 70% of

median income. Given t-his range of choices, it is certain that for-profit developers will choose

the latter option, the higher affordability requirement. This equates to a rent rate of $954 a

month for a one person household and $1090 a month for a two person household. This is hardly

an "affordable rent". In addition, this rent level is actually the maiket rent in a number of

neighborhoods in the City. It is hard to justify the public benefit that is being derived when a

developer is paid a sabsidy to develop units that he or she would already create without the

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

low-moderate income range of 60% - 65% of median income. This ;is the housing in which City

workers earning $32,700 - $35,425 a year can afford (one person household). This equates to a
'

hichrent rate of $817 to S886 a month for a one person household. This is an income range at w
fhe private market will-. not develop on its own without public subsidy, To justif~, the subsidy

rovp - Ided, a deeper affordability requirement must be imposed.

Finally, as it relates to the length of the affordabilitty requirement, we believe that 10 years is too

short. I-IF we are using this program to create permanent, affordable workforce housing, then we

need to exter-1 the time period that affordability is required, or at the end of ter, years, the

affordabillLy will be gone. This is because at the end of terl years, the project owner is permitted

to increase rent rates on the affordable units to market rates. It is likely the market rates wi I! be

at a level higher than the affordable rent. We need to assure longer term affordability by

lengthening the requirernent to 115 or 20 years and not 10 years.



Proposed NETE Prograin ( ased on Reco=endation of IIHS &amp; H
Committee):

A. Key Goals:

Create housing units in urban vililagts that are economically distressed (as defined

residential growth targets.

under Housing Levy NTHOP and homeownership Program).
zn

2. Create housing units in urbanvillages that are behind in meeting 20 year

developed by the market in economically distressed areas and areas that are

behind in meeting growth targets. Also, create mixed-income housing that is

affordable to hoilseholds with a range of incomes.

households earning 60% to 80% of median income that would not otherwise be

Create workforce housing (both rental and homeownership) affordable to

4. Cre-Ite mixed-11-1-c,Dme hc"Llsi"E. "Inc'uding af-l'ordable units, in an area or

neighbc)rhood t1lat was designated as a residential targeted neighborhood in the

.
Create rnixed-incomc- housing,including affordable units, in an area or

~

neighborhood that the GtN has )'dent-!J,5-_d by Resolution as one in which the City

'd~ - ncil adopted suchwarits to encourage ,,,
1

opnient of such housing. Cou
I-

Resolutions for South Lake Uln;on (30610" and the University District (30605).

City's prior Multifamily Tax Exemption program, RCW chapter 5.72.

B. Kev Criteria for inclusion of n6ghborhoods in MFTE Prot!rani:

City wants to encourage development of mixed-income housing, including

affordable housing.

C. Neighborhoods that would be included in MFTE Program based on above

Area is behind ir~ a,:1-ilevincy 20 year housing growth target (behind defined as at or

Homeownership Programs;

Area defined as economically distressedper Housing Levy NHOP

&
a
m

p
;

rz

wants to encourage development of mixed-income housing, including affordable

below 25% of growth target);

City has identifiedarea or neighborhood by Resolution as one in which the City

housing;

4. The area or neighborhood was designated as a residential targeted neighborhood

'ri the City's prior MFTE program, RCW chapter 5.72, and is one in which the

criteria:

23
d

&amp; Jackson-Union

2. Bitter Lake

3. Capitol Hill

4. Chinatown-ID

Columbia City

Denny Triangle

First Hill

.

MLK @ Holly



Replacement un'its must be completed within three years of

exemption approval.

isions:

includes RiGht of First Offer Provision for rental Droiects.

includes Right of First Refusal Provision for homeownership projects.

K T L~avinggs d I

OH estimates the tax savings/shift on a 50 unit building, valued at $6 mi'llion provides

about $60,000 per year in exempted taxes the,. are shifted to other taxpayers. For every

$60,000 of exempled taxes, the owner of an average assessed valued home would

experience a tax increase of about 25 cents. Under the old program, 6 projects have

received a total exemption of $")53,073 (first year of exemption) to date. This means the

taxes shifted to date for the average homeowner for these 6 projects is a total of $1.40.

H. Miscellaneous Provisions

Construction quality of Affordable Units must be substantially the same as all

other units.

a The mix and configuration of studio, one-bedroom and two bedroom units used to

meetaffordabilityrrequ; ements must be substantially proportional to the mix in
Ir I

the project.

If -project contains more than one building all the Affordable Units may not be in

the same builiding.

The application for exemption must be submitted no later than the dee 'the

building permit is issued.

The City Council must approve by resolution each project's contract for

exem pti on.

0 Annual certification of contract compliance rnust be filed with DPD Director.

1. Sunset of Pro-aram and Annual ReDorts

Proaram would sunset 5 years from adoption (December 314, 2009). A comprehensive
t~

review of Che prograin will be completed by June of 2009 that reviews the effectiveness
r_~

of the program and makes recommendations regarding its continuation or modification.
z:l

An annual review and report of frie program shall be completed. The first report is due to

the City Council no later than. March 30 of 2005.



w-ld,

Amendme,n-t-95 (CM LiEaj4h

On Page 13 line 17 after "project;" inser, the following:

~h --I' no -no re than ten, ne- cev- ~ I of the number of units in a pro

.ej
--

s, an ated as Affordab" Ue Sh all bc sT,]--..Ci 1,o s.----and-'

Effect ofkmendment:

C -aT)s thL of studios designated as "Affordable Units" at 10% of the total of the

ATY OTd,~.-,111-11te Units in a project.



Llrm"iwcr~o

Proposed Amendments to CB 114'

Amendment (CM Licata)-

Page 7~ N~gmnlng Of'

On Page "
.7

.

beginning on lM'-
I -

a 5LI ins.,~~rL the followinL,,'
,

through linc
I

S. delete Subsections (3) and (4).

th, om-Th 'fine 22 on Page S. delete Subsectiom (D~) and

Q. T he foll o-,ynu: areas. &amp;s
sh,.),,,vn in Atta,,;h--ment A. ~N-Iap s 1 thrnuu h 4~=

as tel-~Jclegtial tai-i4et-d areas umder zhis clmapLer:

2-'!nd Jackson-Union

Biter Lake

Ch'n-atown-
T

-n anal D'str; ctI.
.......

at I

4. Columbia CItv

;:
,, D..nrv TrianLJe

6. Firs! I-lill
..........

T-I'ollv

S. N'Orth Beacon Hill

9~ No r.,
h Rg. I T ii C r

-L(), N, o. ~,
-th g -- t e

-1
It. Pioneer Sciuare

2. Rainl-'- Beach

South, Park

-14,
Park

E. 'if a -nart c-f ativ lc,--~al lo'. is within a residential t 2eted area. as shown In

Amc -tp-ieni A, Maps0
, -

-es tial area.i 'der
----i

Effect of ameadment:

Deletes Capitol South Luke U`mor, and Univers.ty Distnet from the list of

h I] i .ncn,,hborhoods clUjIbIc fOT I e NVIFTE. The criteria that would allow the mc"uswn o

thes~~ IM."I'Ohborhoods in the -progmm a,-c deleted ~rom the le~a-,Qlation, as -well,



Amendment # 2 (C.NI Licata):

On Page 10 Iij-
2 -7 after stTike Lb, o sMe

followinc-f*

b and c and insert the

a. 'If the M,,jjtjf,-jMjj,v rental -housim,, is locat.ed. in one of the -Ii-Mk~d

ncl,2hborhoods, a minimum of.25% ofthe units shall be rented at Affordable

Rents to Income Eligible househ-c1l.d.-income is at or beloW 00,-(~,

Of-MgAian Incorne:

I 'j,

. . ........

MLK at flolk

4, South ParKl-,

Capitol Hill

6. South L.a.k.e.-Unionor

I. -Univmit-,,- Djstrict-

b. Ifthe multifarnIN -cntal housing is located in one )f the

nel~,hborhoods. either -a n'iinimum ofD')~~ o"th-e units shall bQ, rented at
. . .... ....

Affordable Reiits to Inc s at or

60% of Medl,an b-comg. or a murninurn of.25~~-~ of the units shal', be.rented

at Affordable Rents to Income Eli,-,ibIQ 0-ccu-)ant-,;,\A-hose hous'ehold i.n.corne is at

or below 651";., of median Incorne';

I
~

B ittor Lake:

2. Columbia City-

.. . ............

4. First Hill.

11 -,acon Ilill,6. Nort' B
7. North R~j~
8, Pioneer,Square,

~9, Rairger Beach.: or

10. Delrid(-,e/l~X'estwood-!-IILThland Park.

Effect of Amendment:

Establishes two different afforclabilit-y requirements for ne, (Thborhoods included in the

M FT 1H

For 'he ne1uhlborhoods that are

affordalb1c to hous~-holds at 65,'/

&
a
m

p
;

Ur,
ffi targets G)" 6on-Jack-son,

Capitol Hill-, South Lake UnjQt,,, and

Q

Univers]AV District) the affordabili"Y' requirement is a of751/ of the

units must -be affordable to households at 60~/() of Median Income.

For ne'-bborhooch, that -are beh'nd'-n mectin, -),rov~,,th targets (Bitter Lake.-
1, 1 1

-1 1

IL

Columbia City, Dennv Triangle-, First Hill, Northoate- North Beacon 11-ill- North

e~ Rainier Beach; Park) theP'oneQr Squar A I

al-fordabilit-v requirement is either a minimum of 210% of the units mus~! be

alffomable to hous"holds at 60% of IvIedian Income of 25% of the unlv5 must'he

exc cc Iin

ChInatoN,vn-lD; MLK at Holly-, South Park;

-E) 0 Median Incoine,





ILIWOM

Amcndment;~ 3 - if amendment 4'I.f.-Ols (C-,M Della):

Or., PaL)I- I

follwx 11'.o:
C~

me 27 aqer "tollowing,"strike Subsections a. b., and c and Inse-, the

a~ A mnaimum. of r,he units sli,~! 'be rented at AffordabtQ IR.ents to licoT-rc

"MElkzy;hle Occunams whost hous~~,Iioldlncotr-.,- 'Is at or below 60'/~ ofMed'

lacome, or

b. A. m ~

n.i mt i

f shal' be rcntr~d a, Aft'g-jable Ren~s to lncom~~
.

.
......... .. . ... ..... .. .............

. L

eno I d iInconic j

s at, c--rr *below 6EhIlible Occu-napit-s ,N~hosc '~-,()u~

JTICOM~-,

Establishes an affordabiliw requirerner-tt for all! ateas Included' the MFTE rogram
f

11. 1 in

either 20~,,'O ofthe units shall be -,Q~nted -Io households at incomes at or below 60"0 ot*

~Ntcdian Income, or 25"/6 of the units sl~al I be renteu,l house'notcls at incomes at or Ole"ON

65% of median tnc-onw.



Amendment T1-4 (CVT Ueata)-

OnP,i.,fe '11. line " I afft~~r'

and in.~ert: "Iem~'Ih of

On. -1 IT e
11

3. a~--- "i PC' -+r

gfefRt II ue4er- this ehapter-'

re-u'redc by this danter"

5u and insert "subsection"

a0e I

'.
~

, line 8 aftcr "Ci" st-~Ike

~i ffb r

iOn PaL-,,f 1-3, 11,1-ne 8 after "for" st~rikc

Fece

~ )n

44 and insen: "fi fftecr vc-als oir The, date t'he Enal Ccrtildcate

Lrnm orl is ']~:;d -,vJt1-,-- the Ki-i,(-,.Co,.-1fltv Assessor.

`7 aftcr-ine -

Effecf of amendment:

dell~--,C "'4-47' and lasert "15"

"he M 11 quirements for rental projects is changed to 15 yearsi-~brda'~-"tv re

fmlli 10 ,,,cars.

Thc Ri,lit of First Olfelprovisions are ,n,,O-'-ruedto remaininplace for 15 years.
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STATE OF WASHINGTON - KING COUNTY
--ss.

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

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of

Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in

the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this

newspaper. The Daily Journal of Commerce was on the 12'h day of June, 1941, approved as a legal

newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily

Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a

CT: 121415 ORD IN FULL

was published on

3/29/2004

u
4-

A -' ~% -Z
~

Notary public for the State of Washington,

residing in Seattle
.1 1 ~'
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