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Emily Alvarado

OH MFTE SEDU ORD
February 19, 2015
Version #4

CITY OF SEATTLE
ORDINANCE a4 79H

07
Lot W

COUNCILBILL |1 ¥ D/

AN ORDINANCE relating to the Multifamily Housing Property Tax Exemption Program;
amending Subsection 5.73.040.B of the Seattle Municipal Code to differentiate small
efficiency dwelling units from other dwelling units for purposes of determining
affordability requirements under the Multifamily Housing Property Tax Exemption
Program.

WHEREAS, Section 5.73.040 of the Seattle Municipal Code establishes eligibility criteria for
the Multifamily Housing Property Tax Exemption (MFTE) Program; and

WHEREAS, Sections 23.42.048 and 23.84A.008 establishes a definition for small efficiency
dwelling units; and

WHEREAS, small efficiency dwelling units, as defined in Sections 23.42.048 and 23.84A.008,
presently qualify as studio apartments for purposes of classifying dwelling unit types in
MFTE projects pursuant to Subsection 5.73.040.B; and

WHEREAS, small efficiency dwelling units typically command market-rate rents lower than the
maximum Affordable Rent that may be charged for units classified as studio apartments
under Subsection 5.73.040.B; and

WHEREAS, Ordinance 121415 and Ordinance 123550 request the Office of Housing to

periodically prepare reports on MFTE program activity and recommend program
modifications as needed;

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

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Subsection 5.73.040.B of the Seattle Municipal Code, which section was last

amended by Ordinance 123727, is hereby amended as follows:

5.73.040 Eligibility((-))

Form Last Revised: December 31, 2013 1
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kK

B. In addition to the requirements in subseétion 5.73.040.A above, rental projects must
comply with the following affordability requirements from the date of application for the Final

Certificate of Tax Exemption ("Final Certificate") for the duration of the exemption period:

1. A minimum of 25 percent of any small efficiency dwelling units in the project

shall be Affordable Units rented to tenants whose Household Annual Income is at or below 40

percent of Median Income. A minimum of 20 percent of all the other units in the Project shall be

Affordable Units rented to tenants whose Household Annual Income is at or below 65 percent of
Median Income for studio units, at or below 75 percent of Median Income for one bedroom

units, and at or below 85 percent of Median Income for two bedroom and larger units.

2. If, in calculating the number of Affordable Units, the number contains a

fraction, then the number of Affordable Units shall be rounded up to the next whole number.

3. The mix and configuration of Affordable Units (e.g., small efficiency dwelling

units, studios, one-bedrooms, two-bedrooms, etc.) shall be substantially proportional to the mix
and configuration of the total housing units in the Project; provided that all units of two ((€2))) or
more bedfooms may be combined into a single category for the purpose of compliance with this
provision. When the Project contains more than one ((@Y)) building, all of the Affordable Units |

required by this subsection B may not be located in the same building.

kK

Section 2. This ordinance shall take effect and be in force 30 days after its approval by
the Mayor, but if not approved and returned by the Mayor within ten days after presentation, it

shall take effect as provided by Seattle Municipal Code Section 1.04.020.

Form Last Revised: December 31, 2013 2
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Passed by the City Council the £~ day of FenIUGT Y , 2015, and

. . o _ . J
signed by me in open session in authentication of its passage this

i [

/5 day of _2prusry , 2015.

ni
[8y—
President ) of the City Council

z e
Approved by me this éZdayof /“(é &~ “‘;/ , 2015.

/
'Edward B. Murray, Mayor

A
Filed by me this &-/_day of Febram , 2015,
Monica Martinez Simmons, City Clerk
(Seal)
Form Last Revised: Dgcember 31,2013 3
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Form revised: February 26, 2014
FISCAL NOTE FOR NON-CAPITAL PROJECTS
Department: Contact Person/Phone: CBO Analyst/Phone:
Office of Housing Emily Alvarado 684-3727 Lisa Mueller, 684-5339
Mike Kent 684-0262
Legislation Title:

AN ORDINANCE relating to the Multifamily Housing Property Tax Exemption Program;
amending Subsection 5.73.040.B of the Seattle Municipal Code to differentiate small efficiency
dwelling units from other dwelling units for purposes of determining affordability requirements
under the Multifamily Housing Property Tax Exemption Program.

Summary of the Legislation:

The Seattle Office of Housing is proposing an amendment to project eligibility criteria for the
Multifamily Housing Property Tax Exemption (MFTE) Program. The legislation would
differentiate small efficiency dwelling units (SEDUs) from studio apartments and establish a
lower affordability threshold for SEDUs that are set aside as affordable housing under the MFTE
Program.

Background:

This legislation would amend Section 5.73.040 of the Seattle Municipal Code, which was last
amended in 2011 by Ordinance 123727. Section 5.73.040 sets the affordability thresholds for
income-restricted units in MFTE projects. In 2014, the City Council passed Ordinance 124608,
which includes a definition for SEDUs. SEDUs are smaller than traditional studios and must
meet the development standards prescribed in Section 23.42.048.

SEDUs are currently classified as studio apartments for purposes of determining applicable
affordability requirements under the MFTE program. Section 5.73 .040 requires income-restricted
studio units in MFTE projects to be affordable to residents earning up to 65% of Area Median
Income (AMI). Because market-rate rents for SEDUs are typically within the means of
individuals earning 65% of AMI, property owners can often charge full market-rate rents for
income-restricted SEDUs and still participate in the MFTE program. The proposed legislation
would reduce the maximum rent threshold for income-restricted SEDUs in MFTE projects to a
level affordable to individuals earning 40% of AMI. This change would help ensure that MFTE
properties containing SEDUs provide ample public benefits through the provision of affordable

housing.
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Please check one of the following:

_X __ This legislation does not have any financial implications.
Other Implications:

a) Does the legislation have indirect financial implications, or long-term implications?
No. |

b) What is the financial cost of not implementing the legislation?

There is no direct financial cost to the City of not implementing the legislation.

) .Does this legislation affect any departments bes_idés the originating department?
This legislation does not directly affect any departments, though its implementation will
rely on the Department of Planning and Development to confirm the proposed dwelling
units’ status as SEDUs. .

d) What are the possible alternatives tobthe legislation that could achieve the same or
similar objectives?

The City could develop and implement legislation to prohibit all projects containing
SEDUs from qualifying for the MFTE Program.
e) Is a public hearing requﬁ*ed for this legislation?
" No.

f) Is publication of notice with The Daily Journal of Commerce and/or The Seattle

Times required for this legislation?
No.

g) Does this legislation affect a piece of property?
No.

h) Other Issues: None.

List attachments to the fiscal note below: None.



City of Seattle ( (
Office of Housing

Memo

Date: January 29, 2015

To: Seattle City Council — CHAHSER Commitiee

From: Seattle Office of Housing, Emily Alvarado 684-3727, Mike Kent 684-0262
Subject: MFTE — SEDU Legislation

The proposed ordinance would reduce the maximum rent threshold for income-restricted Small Efficiency Dwellin.g
Units (SEDUs) in Multifamily Tax Exemption (MFTE) projects to a level affordable to individuals earning 40% of
Area Median Income (AMI).

What would this legislation do?

e The proposed ordinance would establish a lower affordability threshold for SEDUs that are set aside as
affordable housing under the MFTE program. The proposed affordability level would align with existing
dffordability requirements for incentive programs related to SEDUs, which were approved by Council in
201 4. This change would help ensure that MFTE properties containing SEDUs provide ample public benefits

through the provision of affordable housing.

What prompted the need for this legislation?
e In 2014, the Council passed an ordinance establishing SEDUs as a new unit type, distinct from other unit
types. Because existing Code does not set affordability requirements specifically for SEDUs in MFTE, the
MFTE program would regard a SEDU as a studio, restricted at 65% of AMI. This translates to a maximum
monthly housing cost of $1,004 and a maximum annual income for a one-person household of $40,170.
However, typical SEDU market-rate rents are anticipated to be less than not only market-rate rents but

also the restricted, affordable-rate rents for studios.

What would be the result of the lower affordability threshold in terms of affordable rent and annual income limits?
e The proposed legislation would reduce the maximum rent threshold for income-restricted SEDUs in MFTE
* projects to a level affordable to individuals earning 40% of AMI, resulting in a maximum monthly housing .

cost of $618 and a maximum annual income for a one-person household of $24,720.

What is the Multifamily Tax Exemption (MFTE) program?
e The MFTE program incentivizes affordable housing by granting property owners a limited property tax
exemption for 12 years. The City of Seattle has administered the program since 1998. In order to qualify,
at least 20 percent of a building’s units, proportionally distributed among various unit types, must be

income- and rent-restricted. In return, property owners are exempt from paying property taxes on the

City of Seafile Office of Housing | 700 Fifth Ave, Suite 5700, Seattle, WA 98104 | 206.684.0721 | housina@seattle.goy | seattte.gov/housing

An equal opporiunity, affirnative actlon employer. Accarnrnodations for people with disabilifies provided upan recuest.




appraised value of the residential portion of their buildings; the appraised value of land and, in the case

of mixed-use projects, non-residential space remains fully taxable.




STATE OF WASHINGTON -- KING COUNTY

-85,

321600 No.
CITY OF SEATTLE,CLERKS OFFICE

Affidavit of Publication

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

The notice in the exact form annexed, was published in regular issues of The Daily Journal of

Commerce, which was regularly distributed to its subscrlbers during the below stated period, The annexed
notice, a

CT:124722-724 TITLE ONLY
was published on
03/13/15

The amount of the fee charged for the foregoing publication is the sum of $54.25 whlch amount has been
paid in full, !

Notary public for the State of Washington,
residing in Seattie

Affidavi




State of Washington, King County

CltV of Seattle -
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Multifamily - Housing Property Tax
Exemption Program; amendmg Subsection
5.73.040.B of the Seattle: Municipal Code
to differentiate small efficiency dwelling,
1. units froni:other dwelling units for purpos-
. eg of dstermining affordability tequirements-
¢ under the Multifamily Housing Prupalty'l‘ax
! Exemptlon Program :

. ORDINANCE NO :12472

o AN ORDINANCE - authonzmg the
‘Duector ‘of the Seattle -Department of
Transportation. to’ execute, an. agreement
| hétween® The City of. Seattle’and: City
‘Investnx’s VII, LLC for a full:block ¥econ-.
‘st:'uctmn of Bth Avenus North, bet,ween'
Thomas and Harrison Streets. | : '
i Date of publication i the Seattle Daﬂy
[ Joulnal of Cummezue, March 13, 2015 :
= 3113! 321600)_ .
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