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For disability accommodations, materials in alternate formats, accessibility information, or
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206-684-8888 (TTY Relay 7-1-1), CityClerk@Seattle.qov, or visit
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SEATTLE CITY COUNCIL

Housing and Human Services Committee

Meeting Location:
Council Chamber, City

Committee Website:
https://seattle.gov/coun

Agenda
September 10, 2025 - 9:30 AM

Hall , 600 4th Avenue , Seattle, WA 98104

cil/lcommittees/housing-and-human-services-x154115

This meeting also constitutes a meeting of the City Council, provided that the meeting shall be conducted as a
committee meeting under the Council Rules and Procedures, and Council action shall be limited to committee
business. Pursuant to Council Rule VI.C.10, members of the public providing public comment in Chambers will be

broadcast via Seattle Channel.

Members of the public may register for remote or in-person Public
Comment to address the Council. Speakers must be registered in order
to be recognized by the Chair. Details on how to register for Public
Comment are listed below:

Remote Public Comment - Register online to speak during the Public
Comment period at the meeting at
https://www.seattle.gov/council/committees/public-comment. Online
registration to speak will begin one hour before the meeting start time,
and registration will end at the conclusion of the Public Comment period
during the meeting.

In-Person Public Comment - Register to speak on the public comment
sign-up sheet located inside Council Chambers at least 15 minutes prior
to the meeting start time. Registration will end at the conclusion of the
Public Comment period during the meeting.

Please submit written comments no later than four business hours prior
to the start of the meeting to ensure that they are distributed to
Councilmembers prior to the meeting. Comments may be submitted at
Council@seattle.gov or at Seattle City Hall, Attn: Council Public
Comment, 600 4th Ave., Floor 2, Seattle, WA 98104. Business hours
are considered 8 a.m. - 5 p.m. Comments received after that time will be
distributed after the meeting to Councilmembers and included as part of
the public record.

Click here for accessibility information and to request accommodations.
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Housing and Human Services Agenda September 10, 2025
Committee

Please Note: Times listed are estimated

A. Call To Order
B. Approval of the Agenda
C. Public Comment

D. Items of Business

1. CB 121039 AN ORDINANCE relating to residential property transactions;
requiring certain disclosures to owners before presenting an offer
to purchase a residential property; establishing consumer
protections for owners of solicited residential property; and
adding a new Chapter 6.610 to the Seattle Municipal Code.

Supporting
Documents: Summary and Fiscal Note

Presentation (7/23/25)

Briefing, Discussion, and Possible Vote

Presenters: Christa Valles, Mayor's Office; Laura Beck, Department of
Finance and Administrative Services; Traci Ratzliff, Council Central Staff

Click here for accessibility information and to request accommodations. Page 3
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Housing and Human Services Agenda September 10, 2025
Committee

2. CB 121055 AN ORDINANCE relating to the Multifamily Housing Property Tax
Exemption Program; renewing and modifying the Program,
including to make changes in conformity with state law; repealing
Chapter 5.72 of the Seattle Municipal Code; and amending
Chapter 5.73 and Sections 5.75.090 and 23.50A.062 of the Seattle
Municipal Code.

Attachments: Full Text: CB 121055 v1

Supporting
Documents: Summary and Fiscal Note

Presentation (9/10/2025)
Amendments 1 - 13

Briefing and Discussion

Presenters: Jennifer LaBrecque and Traci Ratzliff, Council Central Staff

E. Adjournment

Click here for accessibility information and to request accommodations. Page 4
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File #: CB 121039, Version: 2

CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE relating to residential property transactions; requiring certain disclosures to owners before
presenting an offer to purchase a residential property; establishing consumer protections for owners of
solicited residential property; and adding a new Chapter 6.610 to the Seattle Municipal Code.

WHEREAS, the City is currently undertaking a major update of its Comprehensive Plan; and

WHEREAS, Mayor Harrell’s proposed Growth Strategy will double the City’s zoning capacity from 165,000 to
330,000 housing units; and

WHEREAS, providing adequate zoning capacity is a key condition for supporting more housing production;
and

WHEREAS, there is broad consensus among researchers and economists that providing adequate housing
supply to meet demand is one of the most effective strategies to prevent displacement; and

WHEREAS, displacement occurs when households are forced to involuntarily move for economic or physical
reasons (e.g., can no longer afford housing because of increasing costs or building is being demolished
for new development); and

WHEREAS, while increasing zoning capacity is critical, other measures are also needed to mitigate
displacement pressures and help keep residents in their communities; and

WHEREAS, the City recently committed historic levels of local investment in subsidized affordable housing,
amounting to nearly $350 million in 2024 alone; and

WHEREAS, the City has a number of programs and policies to mitigate displacement and has invested more

than $50 million for these programs in 2025; and
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WHEREAS, on January 29, 2025, Mayor Harrell issued an Executive Order directing City departments to
undertake certain actions to improve the City’s efforts to mitigate displacement pressures; and

WHEREAS, as part of the Executive Order, Mayor Harrell directed the Department of Finance and
Administrative Services to develop legislation to protect homeowners against predatory home-buying
practices; and

WHEREAS, predatory home-buying practices target the most vulnerable in the community, and homeowners
who sell in response to unsolicited offers may receive less for their home than if they had listed it on the
open market; and

WHEREAS, predatory home-buying practices can target communities of color, contributing to economic
disparities, displacement, and erosion of generational wealth while also reinforcing historical patterns of
racial segregation; and

WHEREAS, as the City moves to implement State House Bill 1110 passed in 2023 to allow more “middle
housing” types throughout the City and in formerly single-family zones, predatory home-buying
practices could increase; and

WHEREAS, this legislation provides certain protections for homeowners from companies or individuals that
proffer unsolicited offers to buy residential properties; and

WHEREAS, the rationale for requiring the City to publicly post a list of individuals or entities
that have committed multiple violations of the requirements of the Homebuyer Protection
Ordinance (SMC Chapter 6.610) is to provide as much information as possible to
homeowners who might be approached by unscrupulous individuals who want to buy
homes from vulnerable homeowners for below market rates; NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
Section 1. A new Chapter 6.610 is added to the Seattle Municipal Code as follows:

Chapter 6.610 RESIDENTIAL PROPERTY TRANSACTIONS
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6.610.010 Definitions
As used in this Chapter 6.610:

“Owner” means the record owner of a residential property.

“Residential property” means all property legally used or held out for individuals to live in, regardless
of whether the property is occupied by its owners, rented, or vacant.

“Solicit” or “solicitation” means to advertise the accomplishments or abilities of a buyer to an owner,
request that an owner list a residential property for sale, or offer to purchase an owner’s residential property
through any form of communication including but not limited to mail, oral communication, or electronic
communication.

6.610.020 Residential property solicitation

A. For residential property transactions in which a potential buyer or buyer’s representative actively
solicits the purchase of residential property through public advertising or written, electronic, or in-person
contact with an owner of residential property that is not currently publicly available or listed on the real estate
market for purchase, the potential buyer or buyer’s representative shall provide a written notice to the owner of
the solicited residential property at least five business days before signing a purchase contract between the
potential buyer and the owner of the solicited real property. The notice shall be signed by the owner and the
potential buyer or buyer’s representative and shall inform the owner of:

1. How to access resources assessing the fair value of residential property, including, but not
limited to, the King County Assessor’s Office; and

2. The owner’s right to an appraisal of the residential property by an appraiser licensed in
accordance with chapter 18.140 RCW, and the potential buyer is responsible for the expense of the appraisal;

3. The owner’s ability to hire a real estate agent and to seek legal counsel; and

4. Any other resources the Director deems appropriate by Director’s Rule.

B. Upon execution of a purchase contract between the potential buyer and the owner of the solicited
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residential property, the purchase contract shall include a separate disclosure document that specifies the owner
of the solicited residential property shall have the right to cancel the purchase contract without penalty or
further obligation subject to subsections 6.610.020.C.3 and 6.610.020.D. The disclosure document described in
this subsection 6.610.020.B shall be signed by the owner and the buyer or the buyer’s representative. The
disclosure document shall state clearly in at least size 12-point boldface type that the owner:

1. Has a right to an appraisal of the residential property by an appraiser licensed in accordance
with chapter 18.140 RCW, and the potential buyer is responsible for the expense of the appraisal;

2. May hire a real estate agent and seek legal counsel; and

3. May access resources assessing the fair value of residential property, including, but not
limited to, the King County Assessor’s Office; and

4. Has a right to cancel the purchase contract without penalty or further obligation in accordance
with subsections 6.610.020.C.3 and 6.610.020.D.

5. Contact information for the City of Seattle’s Consumer Protection Division within the
Department of Finance and Administrative Services to report any suspected violations within the City of
Seattle.

C. For owners of solicited residential property who wish to exercise their right to an appraisal after

execution of the purchase contract:

1. The owner has the right to select the appraiser, and the potential buyer is responsible for the
expense of the appraisal; and

2. The owner shall order the appraisal within ten business days after the execution of the
contract, and the owner shall notify the buyer or buyer’s representative of the appraisal; and

3. The owner has the right to cancel the purchase contract, without penalty or further obligation,
within ten business days after the owner receives the appraisal.

D. For owners of solicited residential property who do not wish to receive an appraisal after execution
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of the purchase contract, the owner has the right to cancel the purchase contract without penalty or further
obligation within ten business days after execution of the contract.

E. In the event of cancellation of the purchase contract, the owner of the solicited residential property
shall send a notice of cancellation to the buyer or buyer’s representative by mail, email, or other means of
written communication. Notice of cancellation is considered given when mailed, when emailed, or if sent by
other means, when delivered to the buyer's or buyer’s representative’s designated place of business.

F. This Section 6.610.020 does not apply to a buyer or seller represented by a real estate broker licensed
in accordance with chapter 18.85 RCW. Nothing in this Chapter 6.610 affects the rights accruing to any party as
set forth in RCW 64.04.220.

6.610.030 Enforcement

A. The violation or failure to comply with any provision of this Chapter 6.610 shall constitute a civil
violation and shall be enforced under the citation provisions set forth in this Section 6.610.030.

B. Citation

1. If after investigation the Director determines that the standards or requirements of provisions
of this Chapter 6.610 have been violated, the Director may issue a citation to the owner and/or other person
responsible for the violation. The citation shall include the following information: (1) the name and address of
the person to whom the citation is issued; (2) a reasonable description of the location of the property on which
the violation occurred; (3) a separate statement of each standard or requirement violated; (4) the date of the
violation; (5) a statement that the person cited must respond to the citation within 15 days after service; (6) a
space for entry of the applicable penalty; (7) a statement that a response must be sent to the Hearing Examiner
and received not later than 5 p.m. on the day the response is due; (8) the name, address, email address, and
phone number of the Hearing Examiner where the citation is to be filed; (9) a statement that the citation
represents a determination that a violation has been committed by the person named in the citation and that the

determination shall be final unless contested as provided in this Chapter 6.610; and (10) a certified statement of
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the Director's representative issuing the citation, authorized by RCW 5.50.050 setting forth facts supporting
issuance of the citation.

2. The citation may be served by personal service in the manner set forth in RCW 4.28.080 for
service of a summons or sent by first class mail, addressed to the last known address of such person(s). Service
shall be complete at the time of personal service, or if mailed, three days after the date of mailing.

C. A person must respond to a citation in one of the following ways:

1. Paying the amount of the monetary penalty specified in the citation, in which case the record
shall show a finding that the person cited committed the violation; or

2. Requesting in writing a mitigation hearing to explain the circumstances surrounding the
commission of the violation and providing an address to which notice of such hearing may be sent; or

3. Requesting a contested hearing in writing specifying the reason why the cited violation did
not occur or why the person cited is not responsible for the violation, and providing an address to which notice
of such hearing may be sent.

4. A response to a citation must be received by the Office of the Hearing Examiner no later than
15 days after the date the citation is served. When the last day of the appeal period so computed is a Saturday,
Sunday, or federal or City holiday, the period shall run until 5 p.m. on the next business day.

D. If a person fails to respond to a citation within 15 days of service, an order shall be entered by the
Hearing Examiner finding that the person cited committed the violation stated in the citation, and assessing the
penalty specified in the citation.

E. Mitigation hearings

1. If a person requests a mitigation hearing, the mitigation hearing shall be held within 30 days
after written response to the citation requesting a hearing is received by the Hearing Examiner. Notice of the
time, place, and date of the hearing shall be sent to the address specified in the request for hearing not less than

ten days before the date of the hearing.
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2. The Hearing Examiner shall hold an informal hearing that shall not be governed by the Rules
of Evidence. The person cited may present witnesses, but witnesses shall not be compelled to attend. A
representative from the Department may also be present and may present additional information, but attendance
by a representative from the Department is not required.

3. The Hearing Examiner shall determine whether the person's explanation justifies reduction of
the monetary penalty. Factors that may be considered in whether to reduce the penalty include whether the
violation was caused by the act, neglect, or abuse of another.

4. After hearing the explanation of the person cited and any other information presented at the
hearing, the Hearing Examiner shall enter an order finding that the person cited committed the violation and
assessing a monetary penalty in an amount determined pursuant to subsection 6.610.030.H. The Hearing
Examiner's decision is the final decision of the City on the matter.

F. Contested hearing

1. If a person requests a contested hearing, the hearing shall be held within 60 days after the
written response to the citation requesting such hearing is received.

2. Contested hearings shall be conducted pursuant to the procedures for hearing contested cases
contained in Section 3.02.090 and the rules adopted by the Hearing Examiner for hearing contested cases,
except as modified by this Section 6.610.030. The issues heard at the hearing shall be limited to those that are
raised in writing in the response to the citation and that are within the jurisdiction of the Hearing Examiner. The
Hearing Examiner may issue subpoenas for the attendance of witnesses and the production of documents.

3. No citation shall be deemed insufficient for failure to contain a detailed statement of the facts
constituting the specific violation which the person cited is alleged to have committed or by reason of defects or
imperfections, provided such lack of detail or such defects or imperfections do not prejudice substantial rights
of the person cited.

4. A citation may be amended prior to the conclusion of the hearing to conform to the evidence
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presented if substantial rights of the person cited are not thereby prejudiced.

5. The certified statement or declaration authorized by RCW 5.50.050 shall be prima facie
evidence that a violation occurred and that the person cited is responsible. The certified statement or declaration
authorized under RCW 5.50.050 and any other evidence accompanying the report shall be admissible without
further evidentiary foundation. Any certifications or declarations authorized under RCW 5.50.050 shall also be
admissible without further evidentiary foundation. The person cited may rebut the Department evidence and
establish that the cited violation(s) did not occur or that the person contesting the citation is not responsible for
the violation.

6. The Hearing Examiner shall determine by a preponderance of the evidence whether the
violation occurred. If the Hearing Examiner determines that the violation occurred, the citation shall be
sustained and the Hearing Examiner shall enter an order finding that the person cited committed the violation
and imposing the applicable penalty. If the Hearing Examiner determines that the violation did not occur, the
Hearing Examiner shall enter an order dismissing the citation.

7. The Hearing Examiner's decision is the final decision of the City.

G. Failure to appear for a requested hearing will result in an order being entered finding that the person
cited committed the violation stated in the citation and assessing the penalty specified in the citation. For good
cause shown and upon terms the Hearing Examiner deems just, the Hearing Examiner may set aside an order
entered upon a failure to appear.

H. Penalties. The following penalties shall be assessed for violations of any provision of this Chapter
6.610:

1. $7,500 for the first violation; and

2. $10,000 for each subsequent violation within a 12-month period.

L. If the person cited fails to pay a penalty imposed pursuant to this Chapter 6.610, the penalty may be

referred to a collection agency. The cost to the City for the collection services will be assessed as costs, at the
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rate agreed to between the City and the collection agency, and added to the penalty. Alternatively, the City may
pursue collection in any other manner allowed by law.

J. Each day a person violates or fails to comply with a provision referenced in this Section 6.610.030
may be considered a separate violation for which a citation may be issued.

K. The Director shall post on the Department's website, a list of individuals or entities that have
committed a second violation of Chapter 6.610 within a 12-month period. This list shall be updated annually.
6.610.040 Private right of action
Any person who suffers financial injury as a result of a violation of this Chapter 6.610 may bring a civil action
in a court of competent jurisdiction against the buyer or buyer’s representative violating this Chapter 6.610 and,
upon prevailing, may be awarded reasonable attorney costs and such legal or equitable relief as may be
appropriate to remedy the violation including, without limitation, any payments made to the residential property
wholesaler by the owner plus interest due. Interest shall accrue from the date that the payment or payments
were made at a rate of 12 percent per annum, or the maximum rate permitted under RCW 19.52.020.

6.610.050 Additional relief
The Director may seek legal or equitable relief to enjoin any acts or practices when necessary to achieve
compliance.

Section 2. The provisions of this ordinance are declared to be separate and severable. The invalidity of
any clause, sentence, paragraph, subdivision, section, or portion of this ordinance, or the invalidity of its
application to any person or circumstance, does not affect the validity of the remainder of this ordinance or the
validity of its application to other persons or circumstances.

Section 3. This ordinance shall take effect as provided by Seattle Municipal Code Sections 1.04.020 and

1.04.070.

Passed by the City Council the day of , 2025, and signed by
me in open session in authentication of its passage this day of , 2025.
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President of the City Council

Approved/  returned unsigned / vetoed this day of

Bruce A. Harrell, Mayor

Filed by me this day of , 2025.

, 2025.

Scheereen Dedman, City Clerk

(Seal)
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SUMMARY and FISCAL NOTE

Department: Dept. Contact: CBO Contact:
Mayor’s Office Christa Valles Lorine Cheung

| 1. BILL SUMMARY |

Legislation Title: AN ORDINANCE relating to residential property transactions; requiring
certain disclosures to owners before presenting an offer to purchase a residential property;
establishing consumer protections for owners of solicited residential property; and adding a new
Chapter 6.610 to the Seattle Municipal Code.

Summary and Background of the Legislation: This legislation will establish new consumer
protections for owners of solicited residential property as well as penalties for buyers who fail to
comply with these new protections.

For residential property transactions in which a potential buyer actively solicits the purchase of
residential property through public advertising or written, electronic, or in-person contact with an
owner of residential property that is not currently publicly available or listed on the real estate
market for purchase, residential property owners will have the right to an appraisal by a licensed
appraiser, receive notice of the right to an appraisal, and have the right to cancel the purchase
contract.

The legislation closely aligns with recently passed state legislation (HB 1081) but differs by
allowing the City to impose more stringent fines on violators, provides more notice to residential
property owners of their rights and legal protections, provides them more time to cancel the
purchase contract, and provides residential property owners a private right of action if the buyer
fails to comply with the City ordinance.

| 2. CAPITAL IMPROVEMENT PROGRAM |

Does this legislation create, fund, or amend a CIP Project? []Yes [X] No

| 3. SUMMARY OF FINANCIAL IMPLICATIONS |

Does this legislation have financial impacts to the City? []Yes X No

| 3.d. Other Impacts |

Does the legislation have other financial impacts to The City of Seattle, including direct or
indirect, one-time or ongoing costs, that are not included in Sections 3.a through 3.c? If so,
please describe these financial impacts.

No.

Template last revised: December 9, 2024
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If the legislation has costs, but they can be absorbed within existing operations, please
describe how those costs can be absorbed. The description should clearly describe if the
absorbed costs are achievable because the department had excess resources within their
existing budget or if by absorbing these costs the department is deprioritizing other work
that would have used these resources.

Some of the costs of implementing the ordinance can be absorbed within existing resources. The
Department of Finance and Administrative Services (FAS) will reassign a strategic advisor to
help implement the ordinance but does not envision that the strategic advisor’s role in
implementation would extend beyond 2025.

Please describe any financial costs or other impacts of not implementing the legislation.
N/A

Please describe how this legislation may affect any City departments other than the
originating department.
N/A

| 4. OTHER IMPLICATIONS

a. Isapublic hearing required for this legislation?
No

b. Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation?
No

c. Does this legislation affect a piece of property?
No

d. Please describe any perceived implication for the principles of the Race and Social
Justice Initiative.

i.  How does this legislation impact vulnerable or historically disadvantaged
communities? How did you arrive at this conclusion? In your response please
consider impacts within City government (employees, internal programs) as well
as in the broader community.

Predatory home-buying practices target the most vulnerable in the community, and
homeowners who sell in response to unsolicited offers may receive less for their
home than if they had listed it on the open market. In addition, predatory home-
buying practices can target communities of color, contributing to economic
disparities, displacement, and erosion of generational wealth while also reinforcing
historical patterns of racial segregation.

Template last revised: December 9, 2024
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ii.  Please attach any Racial Equity Toolkits or other racial equity analyses in the
development and/or assessment of the legislation.
N/A

iii.  What is the Language Access Plan for any communications to the public?
FAS will create and post information documents translated into the top tier languages
in King County. FAS will also provide language access services through use of the
Language Line to customers who contact FAS to file a complaint or seek information
about the legislation.

e. Climate Change Implications

i.  Emissions: How is this legislation likely to increase or decrease carbon emissions
in a material way? Please attach any studies or other materials that were used to
inform this response.

N/A

ii.  Resiliency: Will the action(s) proposed by this legislation increase or decrease
Seattle’s resiliency (or ability to adapt) to climate change in a material way? If
so, explain. If it is likely to decrease resiliency in a material way, describe what
will or could be done to mitigate the effects.

N/A

f. If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s)? What mechanisms will be used
to measure progress towards meeting those goals?

N/A

g. Does this legislation create a non-utility CIP project that involves a shared financial
commitment with a non-City partner agency or organization?
N/A

| 5. ATTACHMENTS

Summary Attachments: None.

Template last revised: December 9, 2024
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Regulating Predatory Home-buying Practices

Christa Valles, Office of the Mayor

Housing and Human Services Committee
July 23, 2025
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Purpose of Today's Discussion

Review proposed legislation
to regulate predatory home-
buying practices
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What is predatory home-buying?

e Unsolicited offers for homes not currently on the market
* May include calls, letters, postcards or text messages

* Vulnerable home-owners (elderly, financially distressed) most at
risk

e Often involves heavy-handed pressure tactics
e Can result in below-market offers for homes

; @) city of Seattig



Context

Major update to Comprehensive Plan has
elevated concerns about displacement, including
predatory home-buying practices

Innovation and Performance Team conducted inventory
and review of City’s anti-displacement investments to
understand efficacy and identify gaps.

Mayor Harrell issued Executive Order 2025-01 to
address gaps, improve implementation of existing
programs, and increase understanding of when and
where displacement occurs.

Executive Order asked City’s Department of Finance &
Administrative Services (FAS) to develop legislation to
regulate businesses or individuals who make unsolicited
offers on homes, i.e., predatory home-buying.

G

\
)

City of Seattle

Mayor Bruce Harrell

Office of the Mayor
City of Seattle
Bruce Harrell, Mayor

Executive Order 2025-01: Implementation of Anti-Displacement Strategies

WHEREAS, as part of the City of Seattle’s major update to the Comprehensive Plan titled the One Seattle
Plan, Mayor Harrell is proposing a Growth Strategy that significantly increases Seattle’s zoning capacity;
and

WHEREAS, the Mayor's proposed plan will double zoning capacity from 165,000 to 330,000 units,
increasing the types and location of housing that can be built across the City; and

WHEREAS, ensuring adequate capacity for a range of different housing can help address supply
constraints and thereby mitigate escalating housing costs and rents; and

WHEREAS, high housing costs are correlated with higher rates of homelessness; and

WHEREAS, while increasing zoning capacity can assist in increasing the City’s housing supply, other
measures are also needed to enable households with a range of incomes to afford housing in Seattle;
and

WHEREAS, the City has recently committed historic levels of local investment in subsidized affordable
housing, amounting to nearly $350 million a year in 2024; and

WHEREAS, these local dollars help leverage State and Federal funds to build and acquire subsidized
affordable housing across the City for lower income households; and

WHEREAS, the City has adopted a number of programs and policies intended to mitigate displacement
and spends millions of dollars each year on these; and

WHEREAS, displacement occurs when households are forced to involuntarily move for economic or
physical reasons (e.g., can no longer afford housing because of increasing costs or building is being
demolished for new development); and

WHEREAS, in light of the proposed changes in zoning capacity, the Mayor directed the Innovation and
Performance Team (IP) to conduct a review of the City's anti-displacement programs to determine if
they are effective and sufficiently comprehensive and IP has completed its review and found the City has
built a strong foundation of anti-displacement interventions; and

WHEREAS, many of the City’s anti-displacement programs are grounded in a solid evidence base,
indicating they can be effective in reducing displacement, while other efforts involve more novel
approaches as staff seek to pilot new ideas; and
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Legislation Overview

Obligates potential buyers to disclose certain information to home-
owners about their rights.

Provides an “out” for home-owners to cancel purchase contract after
signing.

Gives City ability to fine businesses or individuals who do not comply
with new regulations & establishes private right of action.
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Proposed Regulations

* At least five days in advance of signing a purchase contract, potential buyer or
buyer’s representative must provide written notice to the owner:

-~ How to access resources to assess fair market value of home

- Outlining the Owner’s right to appraisal, with potential buyer responsible
for cost of appraisal

- Highlighting the Owner’s right to hire real estate agent and seek legal
counsel

~ Any other information FAS Director deems appropriate

* Purchase contract must include separate disclosure document with above
information AND specifying homeowner has right to cancel purchase contract

without penalty.

* Disclosure notice must also include contact information for reporting
suspected violations to City’s Consumer Protection Division in FAS.
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Proposed Regulations

After signing purchase contract:

* Owner can still hire an appraiser at buyer’s expense within 10 days
after contract execution

* Owner can cancel purchase contract within 10 business days after
receiving appraisal

* Owner can cancel purchase contract with 10 business days after
execution of contract if no appraisal sought
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Comparison to State House Bill 1081

Closely aligns with recently passed state legislation but differs in
following ways:

* Allows City to impose more stringent fines on violators

* Provides homeowners more time following execution of purchase contract to
obtain appraisal and cancel purchase contract following appraisal

* Has stronger documentation requirements (separate disclosure notice must
be signed by both parties to establish proof of receipt)

* Establishes homeowners have private right of action if buyer fails to comply
with City ordinance
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Implementation Steps

 Website Updates: FAS will update its website to inform buyers and homeowners about
the new regulation and how to file a complaint

* Education and Outreach: FAS will educate impacted businesses via online information,
by phone and in-person

* Language Access: FAS is committed to language access so will translate high-level
information into Tier 1 Languages

* Training: FAS will train License and Standards Inspectors to receive complaints and
conduct investigations about violations

* Violations may result in penalties ranging from $7,500 for a first violation to $10,000
for second and subsequent violations
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Questions?
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Legislation Text

File #: CB 121055, Version: 1

CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE relating to the Multifamily Housing Property Tax Exemption Program; renewing and
modifying the Program, including to make changes in conformity with state law; repealing Chapter 5.72
of the Seattle Municipal Code; and amending Chapter 5.73 and Sections 5.75.090 and 23.50A.062 of
the Seattle Municipal Code.

Full text of the legislation is attached.
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CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

itle

AN ORDINANCE relating to the Multifamily Housing Property Tax Exemption Program;
renewing and modifying the Program, including to make changes in conformity with
state law; repealing Chapter 5.72 of the Seattle Municipal Code; and amending Chapter
5.73 and Sections 5.75.090 and 23.50A.062 of the Seattle Municipal Code.

..body

WHEREAS, in authorizing a Multi-family Tax Exemption (MFTE) program via chapter 84.14

RCW, the State legislature intended to achieve multiple goals by incentivizing the
development of multi-family housing, including creating additional affordable housing,
encouraging urban development and density, increasing market rate workforce housing,
developing permanently affordable housing opportunities, promoting economic

investment and recovery, and creating family-wage jobs; and

WHEREAS, chapter 84.14 RCW authorizes local jurisdictions to create a voluntary program that

requires participating housing developers to set aside a certain percentage of units for

low- or moderate-income households, up to 115 percent area median income, in exchange

for a 12-year property tax exemption on the residential portion of the development; and
WHEREAS, in 2021, the State legislature authorized local jurisdictions to provide a 12-year
MFTE extension for properties with expiring property tax exemptions under the initial
12-year program; and
WHEREAS, The City of Seattle (City) first created an MFTE program in 1998 via Ordinance
119237 and has since approved several program iterations over the years through
Ordinances 120135, 121415, 121915, 122730, 123550, 123727, 124724, 124877,

124919, 125932, 126392, 126443, 126792, 127016, 127084, 127145, and 127187; and
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WHEREAS, over the last few decades, Seattle has become a highly desirable location for people
to live and work, which has produced many benefits but has also created a shortage of
housing for people who want to remain in or move to Seattle; and

WHEREAS, more housing at all income levels is needed to meet current and future demand; and

WHEREAS, the City is in the process of a major ten-year update to Seattle’s Comprehensive
Plan, in which Mayor Harrell has proposed to increase Seattle’s zoning capacity to
accommodate more housing and more housing types throughout the city; and

WHEREAS, zoning changes are only one part of the equation to help develop more housing in
the city; and

WHEREAS, Mayor Harrell is committed to further reforms and improvements to make it easier,
faster, and more feasible to build more housing in Seattle to address the current housing
shortage; and

WHEREAS, the City has one of the most robust affordable housing programs in the country,
which is designed to support the creation of affordable subsidized housing for extremely
low and low-income households, up to 60 percent area median income for renters with a
priority for households at 0-30 percent area median income; and

WHEREAS, the City’s investments for affordable housing, nearly $350 million a year in recent
years, help leverage State and Federal funds and tax credits to create deeply affordable
subsidized housing; and

WHEREAS, the City’s MFTE program can help support the creation of more market rate and
workforce housing while also providing rent-restricted units for low- or moderate-income

households; and
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WHEREAS, when the City approved major amendments to its MFTE program in 2019, market
conditions for housing development were much more favorable than today; and

WHEREAS, since 2019, escalating construction costs and interest rates have created an
extremely challenging environment for the housing market and many housing projects
today are not feasible, resulting in a severe decline in permit applications; and

WHEREAS, given the MFTE program is voluntary and developers will only participate if it
provides a sufficient economic incentive, MFTE is a tool best suited for the development
of workforce housing and moderate-income levels since a property tax exemption alone
is, in most cases, insufficient to support deeply affordable units; and

WHEREAS, in 2024, the Office of Housing contracted with the University of Washington to
conduct an evaluation of the City’s MFTE program; and

WHEREAS, the University of Washington evaluation report concluded that “MFTE has had a
stimulative effect on housing production”; and

WHEREAS, at the time of the report’s release, 303 multi-family rental properties had
participated in MFTE, resulting in 33,956 total housing units, of which 7,047 of these are
income-restricted; and

WHEREAS, the report also found that in all submarkets and unit types, average income-
restricted MFTE rents are lower than market-rate rents in MFTE properties, with larger
rent discounts occurring in higher rental submarkets as well as for larger units; and

WHEREAS, the report states that the current MFTE tenant income certification process and unit
comparability requirements impose significant administrative costs on both the City and
developers and these can deter program participation, particularly during times of

challenging market conditions; and
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WHEREAS, the purpose of this update to the MFTE program is to encourage the creation of
workforce housing and more housing generally by reducing the administrative burden
associated with the current program, clarifying and simplifying certain requirements, and
providing for modest increases in allowable area median income limits for MFTE units;
and

WHEREAS, pursuant to Seattle Municipal Code Section 5.73.120, the MFTE program will
expire September 10, 2025, unless extended by the City Council by ordinance; NOW,
THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Chapter 5.72 of the Seattle Municipal Code, last amended by Ordinance

125173, is repealed:

((Chapter 52 MULTFHFAMILY-HOUSING PROPERTY-TFAX-EXEMPTION
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Section 2. Chapter 5.73 of the Seattle Municipal Code, last amended by Ordinance
127187, is amended as follows:
Chapter 5.73 ((2604)) MULTIFAMILY HOUSING PROPERTY TAX EXEMPTION

PROGRAM
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5.73.010 Purpose

The purpose of this Chapter 5.73 is to ((irerease-affordable-multifamily-housing-eppertunities;

cannot afford market-rate housing in Seattle.)) -

A. Increase the supply of housing for low- and moderate-income households, including

workforce housing;

B. Encourage more housing production through new multifamily residential construction

or conversion of commercial buildings to residential housing; and

C. Affirmatively further fair housing as Seattle grows.

To achieve these purposes, this Chapter 5.73 provides for special valuations of eligible

improvements in designated residential target areas. ((}r-addition-to-increasing-the-supply-and

This Chapter 5.73 is intended to and should be interpreted and construed to comply with chapter
84.14 RCW.
5.73.020 Definitions

"Affordable rent" means monthly ((rentplus-tenant-paid-utilities-and-any-mandatory

)) gross housing

cost, which includes the contract rent, the estimate of tenant paid utilities, and any other required

fees not included in the rent, the sum of which may not exceed 30 percent of the ((menthly

percentage-of-median-incomereguired-by)) income limit according to subsection 5.73.040.B or
((subsection-5:73:090.D-2)) subsection 5.73.090.C, as applicable.

"Affordable sale price" means a sale price ((foran-MFTEunitthatisaffordable-to-an
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appheable)) that is affordable to an eligible household, as ((ealeulated)) approved by the Office

of Housing according to a methodology consistent with subsection 5.73.040.C.
"Assessor” means the King County Assessor.

"Bedroom" means a habitable space, as defined by Chapter 2 of the Seattle Building

Code, that is either a ((sleeping area in a dwelling unit that meets the following criteria: (1)

Seattle Building-Code:)) standard bedroom or alternative bedroom.

1. “Standard bedroom” means an area with four floor-to-ceiling walls with natural

light and ventilation provided by a window that opens to the outside.

2. “Alternative bedroom” means an area with four walls that meets the following

requirements:

a. Each wall must be at least 7 feet high;

b. At least two of the walls must be floor-to-ceiling; and

¢. No more than one wall may be comprised partly or entirely of a sliding
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"Compliance period” means the period beginning on the date of the Final Certificate and

ending on ((Becembe

date the last annual compliance report is due according to Section 5.73.100.

“Congregate sleeping room” is a sleeping room in a congreqgate residence as defined in

Section 23.84A.006.

"Conditional Certificate™ means a Conditional Certificate of Tax Exemption.

"Director" means the Director of the Seattle Office of Housing or any other City office,

department, or agency that shall succeed to its functions with respect to this Chapter 5.73, or the
Director's authorized designee.
"Dwelling unit™ is defined according to Section 23.84A.008.
"Eligible household" means:
1. For ((renter-oceupied)) multifamily rental housing, a household with total
annual income((--eertified)) as follows:

a. Certified as a condition to initial occupancy of an MFTE unit, no greater

than the ((applicablepercentage-of-median)) income limit for the MFTE unit according to
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((subseetion-5-73-040-B)) subsection 5.73.040.B.4 or ((subseetion-5-73-090-D-2)) subsection

5.73.090.C.5.3, as applicable; ((e¥)) and

b. According to Section 5.73.105, not exceeding 1.5 times the income

limit and not exceeding 115 percent median income.

2. For ((ewner-occupied-housing)) permanently affordable homes, a homebuyer

household with total annual income, certified as a condition to purchase ((ef)) an MFTE unit, no

greater than the ((applicable-percentage-of-median)) income limit for the MFTE unit according to

subsection 5.73.040.C.1((>-e¥)) .

subsection-5-73.040-B-or-subsection-5:-73-090-D-2-as-applicable))"Final Certificate” means a

Final Certificate of Tax Exemption.

"Median income™ means the annual median ((famihy)) household income imputed for the

Seattle area((--as)) based on income limits published from time to time by the United States

Department of Housing and Urban Development (HUD), with adjustments ((aceerding-to)) for

household size((-whi

adjust-income-Hmitsfor-subsidized-housing)), which for purposes of ((determining-affordabitity
of rents-or-sale-prices)) calculating rent and sale price limits shall be based on the average size of
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method-for-determining-median-income)) of one person for zero-bedroom units and 1.5 persons

per bedroom for other units, all as determined by the Director.

“MFTE” means multifamily tax exemption.

“MFTE agreement” means the standard form of agreement, prepared by the Office of

Housing, between the owner or, for permanently affordable homes, a qualified non-profit

organization, as grantor and the City as grantee and recorded on the title of the property, that

contains the terms and conditions for the duration of the compliance period as a condition of a

property tax exemption according to this Chapter 5.73.

"MFTE unit" means a dwelling unit((;=SEBWY)) or congregate ((residence)) sleeping

room in multifamily housing that is leased at an affordable rent to an eligible household

according to ((subsection-5-73.040-B)) subsection 5.73.040.B.4 or ((subsection-5-73.090-B-2))

subsection 5.73.090.C.5.3, as applicable, or sold at an affordable sale price to an eligible

household according to subsection 5.73.040.C((%)).

"Multifamily housing™ means residential improvements in a multifamily housing project

that is either new construction ((ef-multifamiby-heusing)) or conversion of a commercial

structure ((te-multifamiby-heudsing)) , in which all units are made available to the public for

permanent renter or owner occupancy, and ((that-may-be-eligible-for)) determined eligible for a

property tax exemption according to this Chapter 5.73. Multifamily housing must be either

((multifamily)) rental housing or ((muttifamily)) ownership housing.

“Net unit area” means square feet of total floor area bounded by the inside surface of the

perimeter walls of the unit, as measured at the floor line. Net unit area includes any walls internal
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to the unit and excludes spaces shared by multiple units or accessible to other building tenants or

homeowners.

"Owner" means the owner or owners of record of the property that includes the

multifamily housing. ((“Owner—shal-net-mean-eligible-househeld:)) “Owner” does not include

an eligible household that is a homeowner or buyer.

"Permanently affordable ((hemeewnership)) home" means ((a-dwehling)) an MFTE unit

that is:

1. (( o

an eligible household at an affordable sale price;

2. Built ((by)) or ((setd-te)) acquired by a qualified non-profit organization;
((and))
3. Affirmatively marketed and sold to an eligible ((househelds-thatreceive))

household that receives homebuyer education and counseling from a qualified non-profit

organization; and
4. Subject to a 99-year ground lease or deed restriction, to be executed at initial
sale and each successive sale, that provides:

a. Resale restrictions designed to provide affordability for an eligible

b. A right of first refusal for a qualified non-profit organization to

purchase the ((MFFE-unit)) home at resale;
¢. Refinancing and home equity line of credit approval requirements; and

d. Ongoing enforcement by a qualified non-profit organization.
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daily-basis:))

"Project” means ((the-preject-as)) a multifamily housing project with a complete building

permit application, identified by ((the)) a current SDCI building permit number with a CN or PH

suffix((~that-includes-the-multifamily-housing)).
"Qualified non-profit organization” means a non-profit organization ((and-any-subsidiary

or-affiliate-of such-organization)) that the Office of Housing determines as experienced in the

development and stewardship of permanently affordable homes, including:

1. Pre-purchase, verification of income and other requirements for eligible

households, affordable sale price calculations for approval by the Office of Housing, and

execution of legal restrictions on the property; and

2. Post-purchase, active support for homeowners by facilitating resales,

monitoring compliance with financial, owner occupancy, and other legal requirements, and

clearly communicating program guidelines and restrictions.

"Residential targeted area” means an area or areas designated by the City Council

pursuant to ((this-Chapter5-£3)) Section 5.73.030.

"SDCI" means the Seattle Department of Construction and Inspections.

“Unit” means a unit leased to or owned by an individual or larger household for

occupancy on a permanent, non-transient basis. Leases for all rental units in multifamily housing
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eligible for MFTE must be for a single resident household. Separate leases for each individual

living in a unit are prohibited.

5.73.030 Residential targeted area—Criteria—Designation
A. Following notice and public hearing as prescribed in RCW 84.14.040, the Council
may designate one or more residential targeted areas upon a finding by the Council in its sole
discretion that the residential targeted area meets the following criteria:
1. The residential targeted area is within an urban center, as defined by RCW
84.14.010, and determined by the Council for purposes of this Chapter 5.73 to contain the
following:
a. Several existing or previous business establishments that may include
but are not limited to shops, offices, banks, restaurants, and governmental agencies;
b. Adequate public infrastructure including streets, sidewalks, lighting,
transit, domestic water, and sanitary sewer systems; and
c. A mixture of uses and activities that may include housing, recreation,
and cultural activities in association with commercial uses.
2. The residential targeted area lacks sufficient available, desirable, and
convenient residential housing, including affordable housing, to meet the needs of low- and
moderate-income households who would be likely to live in the urban center if such housing

were available; and

3. ((Fheresidential-targeted-area-shal-hcrease-multifamily)) Multifamily housing

and affordable housing opportunities will be increased in the residential target area.
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B. The Council may((-n-s-sele-diseretion;)) amend or rescind the designation of a

residential targeted area at any time by ordinance ((pursuant-to-the-requirements-set-forth-in)),

consistent with RCW 84.14.040.

C. All parcels in Seattle zoned to allow Multifamily Housing according to Title 23,
including but not limited to Chapters 23.45, 23.46, 23.47A, 23.48, and 23.49, are designated as a

single ((Residential Fargeted-Area)) residential targeted area under this Chapter 5.73.
5.73.040 Eligibility

((A%)) Eligibility of multifamily housing for exemption from property taxation is conditioned on
compliance with this Chapter 5.73, including applicable requirements of this Section 5.73.040,
for the duration of the compliance period((z)) .

A. General requirements

1. The multifamily housing must be located ((#r)) on a parcel or parcels within a

residential targeted area.

2. ((A-minimum-of)) In each multifamily housing structure, the total net unit area

of units must comprise 50 percent of the total above-grade gross floor area ((ir-each-buHding-that

3. If at any time during the 18 months prior to application for the land use permit
for the project or, if a land use permit is not required, prior to application for the building permit
for the project, any dwelling unit in a building containing four or more dwelling units on the
project site is occupied by a tenant or tenants ((reeeiving-or)) eligible to receive a tenant

relocation assistance payment under Chapter 22.210 (regardless of whether the assistance is

received), and such building has been or will be demolished, the ((©wner)) owner shall agree, on

terms and conditions satisfactory to the Director, to provide replacement dwelling units equal to
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the number of tenants ((reeeiving-er)) eligible to receive a tenant relocation assistance payment
under Chapter 22.210. ((subjectto-the-followingrequirements—a:)) For the duration of the tax
exemption under this Chapter 5.73, replacement dwelling units shall be leased at affordable rents
to households with annual incomes at or below 50 percent of median income. ((b:)) Replacement
dwelling units may be provided as part of the multifamily housing, or at another location through
new construction of multifamily housing or through substantial improvements to vacant
multifamily housing, or through the preservation of multifamily housing that is leased at the date
of application for a land use permit for the project or, if a land use permit is not required, at the

date of application for the building permit for the project, to tenants with household annual

incomes at or below 50 percent of median income.

4. The owner shall obtain a certificate of approval, permit, or other approval under

Chapter 23.66 or Chapter 25.12((-andmarks-Preservation-Ordinance-Chapter23.66,-Special

Review Distriets;)) , or those provisions of Chapter 25.16, Chapter 25.20, Chapter 25.22, Chapter

25.24, and Chapter 25.28 that relate to Landmark or Historical Districts, if such certificate of

approval, permit, or other approval is required under those chapters.

5. The ((Multifamihy-Heusing)) multifamily housing must comply with all

reguirements-contained-er-tncorporated-in)) provisions of Titles 22, 23, and 25.
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6. For the duration of the exemption granted under this Chapter 5.73, the

multifamily housing and the property on which it is located shall have no violation of applicable

contained-or-tncorperated-in)) provisions of Titles 22, 23, and 25 issued by SDCI 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 or as extended by the Director of
SDCI.

7. Units must be configured consistent with the plan set approved by SDCI and

distribution and comparability requirements according to subsection 5.73.040.B.5.

((+Fhe)) 8. All structures comprising the multifamily housing must be complete,

as documented by ((a)) the temporary certificate of occupancy (TCO), ((e¥)) final certificate of

occupancy if no ((temperary-certificate-of-oceupancy)) TCO is required ((apermanentcertificate

of-eceupaney)) , or SDCI final building permit inspection if no certificate of occupancy is

required ((8
apphecation-accordingto-subsection5-73:050:E)) , before expiration of the Conditional

Certificate according to subsection 5.73.060.E.

9. Fees that would apply only to eligible households are prohibited.

10. All units in the multifamily housing must be marketed to the public. MFTE

units shall be affirmatively marketed to attract eligible households from all racial, ethnic, and

gender groups in the neighborhood market area, particularly to inform and solicit applications

from households who are otherwise unlikely to apply. Proposed affirmative marketing plans

shall be submitted to the Office of Housing for review and approval and must comply with
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federal, state, and local fair housing laws. Records documenting affirmative marketing efforts

shall be maintained and submitted to the Office of Housing upon request.

11. MFTE units may not be sub-leased and prospective MFTE unit tenants must

be offered the option of an initial lease term of at least 12 months.

B. Additional requirements for ((renter-eceupied)) multifamily rental housing include the

following:
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1. Each residential and mixed-use structure that comprises the multifamily

housing shall include at least four new units, net of any units demolished for the project.

2. The set-aside of MFTE units in each structure that comprises the multifamily

housing shall be as follows:

a. 25 percent of total units if less than eight percent of the total units in the

multifamily housing are configured with two or more bedrooms; or

b. 20 percent of total units if eight percent or more of the total units in the

multifamily housing are configured with two or more bedrooms.

3. If the total number of MFTE units calculated according to subsection

5.73.040.B.2 contains a fraction, then the number of MFTE units shall be rounded up to the next

whole number.

4. The income and rent limits for MFTE units are as follows:

Unit type for rent Number of Number of Affordability limit
limi standard alternative (Percentage of
imit —_— —_— ———
—_— bedrooms bedrooms median income)
Congreqgate sleeping 0 0 40%
room I
0-bedroom/Studio
0 0 50%
< 320 square feet
0-bedroom/Studio
0 0 60%
> 320 square feet
1-bedroom 0 1 65%
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Unit type for rent Number of Number of Affordability limit
limi standard alternative (Percentage of
imit ——
E— bedrooms bedrooms median income)
1-bedroom 1 0 75%
2-bedroom 0 2 80%
2-bedroom 1 1 85%
2-bedroom 2 0 90%
3-bedroom 0 3 or more 85%
3-bedroom 1 2 or more 85%
3-bedroom 2 1 or more 90%
3-bedroom 3 or more 0 90%

The rent for an existing eligible tenant in an MFTE unit may not increase by more

than the annual maximum rent increase determined and published by the Washington State

Department of Commerce in compliance with chapter 59.18 RCW, or the increase in the

affordable rent limits posted by the Director from the previous year, whichever is less. This

provision does not prohibit an owner from increasing the rent to the affordable rent limit posted

by the Director after a tenant vacates and the tenancy ends.

5. Distribution and comparability

a. Distribution. MFTE units shall be distributed in each structure that

comprises the multifamily housing as follows:

1) If the percentage of MFTE units set-aside is 25 percent, then no

more than 30 percent of the units on a floor shall be MFTE units. If the percentage of MFTE

units set-aside is 20 percent, then no more than 25 percent of the units on a floor shall be MFTE

units; or
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2) On the middle floor(s), excluding any levels with structured

parking, and on floors equally above and below the middle floor(s), provided that no more than

one-half of the total units on any given floor are MFTE units.

b. Comparability. MFTE units shall be generally comparable to the

standard market rate units in each structure that comprises the multifamily housing in terms of

the following:

1) Number of bedrooms and bathrooms:

2) Bedroom type (standard or alternative);

2) Accessibility (e.g., Type A units);

3) Net unit area measured by square feet (must be within 95

percent of standard market rate unit size);

4) Access to the building’s common amenity areas;

5) Basic functionality, which means MFTE designated units should

generally be comparable in function and include the same features and finishes as the standard

market-rate units. Premium features and finishes associated with units designed to secure higher

rents than the standard market rate units should not be used to assess comparability; and

6) Term of the lease.

6. Any annual rent cap established under Ordinance 125932 or previous

ordinances shall remain in place for all existing tenants with a lease in effect prior to the

effective date of this ordinance and shall remain in place as long as the tenant continues to lease

the MFTE designated unit.

C. Additional requirements for ((ewner-oceupied-multifamibhy-housing:)) permanently

affordable homes
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1. The project must provide at least four new permanently affordable homes for

eligible households with annual incomes no greater than 80 percent of median income, net of any

units demolished for the project.
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2. Each permanently affordable home shall be owned and occupied by an eligible

household as its principal residence. The eligible household may not offer the home for lease

unless provided a written, limited, short-term exception by the Director.

3. The qualified non-profit organization must:

a. Ensure ongoing affordability and compliance of each permanently

affordable home consistent with this Chapter 5.73 and the MFTE agreement;

b. Document eligibility consistent with Section 5.73.105;

c. Estimate the affordable sale price according to subsection 5.73.040.C.4;

d. Report to the Office of Housing on an annual basis according to Section

5.73.100; and

e. Provide the Director notice at least 30 days prior to resale of each

permanently affordable home.

4. Affordable sale price

a. Initial affordable sale price. The gualified non-profit organization must

propose an affordable sale price for the initial eligible household and serving as the basis of

affordable sales prices for future eligible households for 99 years. Generally, the affordable sale

price ensures total housing payments in the range of 25 percent to 35 percent of the household’s

income. The Office of Housing shall evaluate a proposed initial sale price assuming the

minimum required homebuyer contribution. Other assumptions used to determine the initial sale

price, including but not limited to housing payment ratios, interest rates, and property taxes, are

subject to Office of Housing approval.

b. Affordable sale price for resales. A resale price formula shall be applied

to the initial sale price and shall restrict future sale prices to ensure affordability for eligible
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households over time. The resale price formula may allow for a limited annual increase in resale

prices, generally between one and three percent per year, with possible adjustments as approved

by the Office of Housing based on terms of subordinate loans.

c. For both initial sales and resales, the Office of Housing shall review and

approve permanently affordable homes and buyer households consistent with this Chapter 5.73.

5. Requirements of this subsection 5.73.040.C shall apply to multifamily housing

owned by a cooperative and occupied by the shareholders of a cooperative.

5.73.050 MFTE application procedure—Fee
A. ((Fhe-ownershal-submita)) A complete MFTE application((;)) on a form provided by

the Office of Housing and verified by oath or affirmation((;--te-the-Director,-on-aformprovided
by-the-Office-of Housing)) of the owner or gualified non-profit organization must be submitted

to the Office of Housing at least 180 days prior to the date of the temporary certificate of

occupancy, or permanent certificate of occupancy if no temporary certificate is issued, for the

multifamily housing. The application shall contain such information as the Director may deem

necessary ((er-useful)) to evaluate eligibility of the multifamily housing for a property tax

exemption under this Chapter 5.73, including:

permit ID (7-digit number ending in -CN or -PH);

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

multifamily housing;
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3.(( , g i ith 1l . :
Seetion-5-73.040-as-appheable)) Characteristics of each unit, including proposed MFTE units

consistent with Section 5.73.040, as applicable; and

4. A ((reeent)) title report, no more than three months old, that confirms the legal

description and ownership of the property that includes the multifamily housing;

5. ((deeumentation)) Documentation satisfactory to the Director of the type and

organizational structure of the owner;

6. ((a)) A sample signature block for the owner; and

7. ((evidence)) Evidence satisfactory to the Director ((efauthority-ofthe-ewner))
that the MFTE application is signed by the owner’s authorized representative ((thatsigned-the
MFTE application)) .

B. MFTE application fee

1. The MFTE application ((acecording-to-this-Section-5-73:050)) shall include a
non-refundable check payable to The City of Seattle in the amount of (($10,000-iffewerthan75

-)) the MFTE program

fee according to subsection 5.73.050.B.2, plus an amount to reimburse the Office of Housing for

actual cost of the recording fee for the MFTE agreement.

2. The MFTE program fee is $2,000, plus $200 per unit, not to exceed $10,000 in

total.
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3. If the application is for permanently affordable homes awarded capital funding

by the Office of Housing, no application fee is due.

5.73.060 Application review—Issuance of Conditional Certificate—Denial—Appeal—

((Recording-efcontract)) METE agreement

A. The Director shall provide written notice of approval or denial of an MFTE

application according to this Chapter 5.73 ((within-98)) no more than 60 days ((ef)) after receipt

of ((the)) a complete MFTE application ((in-aecordanee-with)) according to Section 5.73.050.

B. If the MFTE application is approved, the ((ewnershal-prompthy-enterinto-a-contract))

Office of Housing shall provide within 30 days of sending written notice of approval:

1. A complete MFTE agreement, the terms of which shall be according to this

Chapter 5.73 as of the date of receipt of the complete initial MFTE application; and

2. A signed Conditional Certificate, including a table based on available

information that documents the characteristics of each unit consistent with Section 5.73.040.

C. The MFTE agreement shall be executed within 90 days of the date of written approval

of the MFTE application, or such application shall be deemed withdrawn by the owner.
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((&5)) D. The ((Birectoris-autherized-to-cause-the-contractte)) MFTE agreement shall be

recorded((-er-require-the-ownerto-record-the-contract;)) in the real property records of the King

County Recorder's Office.

((B-After-execution-of-the-contractthe DirectorshatHissue-a)) E. The Conditional

Certificate((-which)) shall expire three years from the date ((ef)) the Office of Housing initially

receives the MFTE application ((aceording-to-subsection5-73:050-E-unless-extended)) or up to

five years from such date if an extension is approved according to Section 5.73.070.

((E2)) E. If the MFTE application is denied, within ten days of the decision the Director

shall ((sta ial)) deliver

written notice, including the reasons for the denial, to the ((ewners-lastkrown)) address ((within

ten-days-efthe-denial)) of the owner contact provided in the MFTE application.

Councilprovided-the-appeabisfiled-with-the-City Clerk)) G. An appeal to the Hearing Examiner

of denial of an MFTE application may not be considered unless filed within 30 days of the date

of receipt of the ((denial)) written notice from the Office of Housing. The appeal before the

((City-Couneiwill)) Hearing Examiner must be based on the record before the Director, and the

Director's decision ((wiH)) shall be upheld unless the owner ((ean-show-thatthere-is))

demonstrates that no substantial evidence in the record ((te-suppert)) supports the Director's

decision. The ((Gity-Couneil's)) Hearing Examiner’s decision on the appeal is final.

H. If, on the effective date of this ordinance, an owner has submitted a valid MFTE

application under a prior version of the MFTE program and has not vet received a Final

Certificate, the owner may opt to convert the application to the most current MFTE program at

any point before issuance of the Final Certificate.
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5.73.065 Amendment ((efeentract)), subordination, or termination of MFTE agreement

((A=AnR)) The owner may submit a written request to the Office of Housing for amendment,

subordination, or termination of the ((centract-to-the-Directorprovided-such)) MFTE agreement
if the request ((is received by the Office of Housing prior to issuance of the Final Certificate))

includes a non-refundable check payable to The City of Seattle for $750 plus an amount equal to

the King County recording fee or delivery fees if required.

5.73.070 Extension of Conditional Certificate

A. The expiration date of ((the)) a Conditional Certificate may be extended by the

Director by up to 24 months ((previded-the-ownersubmits-to-the Directora-writtenreguest;
stating-the-groundsfor-the-extension)) if, at least 60 days prior to expiration of the Conditional

Certificate according to subsection ((5-#3-8660-B)) 5.73.060.E, the owner submits to the Director

a written request stating the grounds for extension together with a fee of $500 for the City's

administrative cost to process the request. The Director may grant an extension if the Director
determines that:
1. The anticipated failure to complete the multifamily housing ((within-the

required-timeperiod)) prior to expiration of the Conditional Certificate is due to circumstances

beyond the control of the owner; and
2. The owner has been acting and could reasonably be expected to continue to act

in good faith and with due diligence; and
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3. All ((the)) conditions of the ((eentract)) MFTE agreement will be satisfied

upon completion of the project.
B. If the Conditional Certificate expires according to subsection ((5-#3-0660-D-and-a))

5.73.060.E without request for an extension ((is-retreceived)) according to subsection

5.73.070.A ((orsubsection5-43:070:C)) , ((the-City-shal-assume)) the MFTE application ((has

been)) shall be deemed withdrawn by the owner.
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5.73.080 Final Certificate—Application—Issuance—Denial and appeal—Fee
A. ((Fhe-ownershal-submitan)) A complete application for Final Certificate ((to-the

Bireetor)) , on a form provided by the Office of Housing, must be received by the Office of

Housing within 30 days of project completion ((efthe-multifamily-housing)) as documented by

((8)) its temporary certificate of occupancy, or a permanent certificate of occupancy if no

temporary certificate is issued, or ((as-decumented-by-the)) final building permit inspection if no

certificate of occupancy is required. Consistent with RCW 84.14.090, only one Final Certificate

may be issued for each MFTE application submitted according to Section 5.73.050.

B. The owner shall file with the Director such information as the Director may deem

necessary ((er-useful)) to evaluate eligibility for a Final Certificate, including:

1. A statement of total ((expenditures-made-with-respeette)) and per-unit
construction expenditures for the multifamily housing((-retuding-each-dweling-unit-SEBY;

and congregate residence sleeping room)) ;

residence-sleeping-roems—ncluding-propesed-METE-units)) Consistent with the final approved
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plan set for the project, changes to the table issued with the Conditional Certificate that

documents the characteristics of each unit consistent with Section 5.73.040;

((42)) 3. Documentation ((ef-completion-of)) that the multifamily housing ((within

H-extended-according-to-Section-5-73:070)) was completed by the deadline according to

subsection 5.73.060.E;

6-)) 4. A statement describing any changes to the multifamily housing after

approval of the MFTE application ((forthe-multifamiby-housing-as-originathyapproved-by-the

Director)) according to Section 5.73.060;

unit in the multifamily housing;

((8-A-statementconfirmingthat the)) 6. Either an updated title report ((en-file

with-the Office-of Housing)) for the property that includes the multifamily housing ((is-eurrent

and-aceurate)) or a statement confirming that the title report on file with the Office of Housing is

current and accurate; and

((%7)) 7. A statement confirming that the documentation on file with the Office of

Housing of the type and organizational structure of the owner, signature block for the owner, and
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authority of the owner representative that signed the ((eentract)) MFTE agreement is all current

and accurate.

C. The applicant shall provide ((a-checkspayable)) payment to the Assessor to cover the
Assessor's fee for administrative costs upon notification that the application for a Final
Certificate has been approved. ((Fhe-City-wil-forward-the-check-for-the-Assessers

iministrati | )

D. Within 30 days of receipt of a complete Final Certificate application, the Director shall
notify the owner in writing of the decision to approve or deny the request to file a Final
Certificate for the multifamily housing with ((the-ceunty)) King County according to this
Chapter 5.73.

E. If the Final Certificate application is approved, the City shall file a Final Certificate
with the Assessor ((within)) no more than ten days ((ef)) after the expiration of the 30-day period

provided under subsection 5.73.080.D. The Final Certificate shall include a table with the

characteristics of each unit consistent with Section 5.73.040.

F. The owner may appeal ((a-decision-that-the-multifamiby-housing-does-net-guatifyfora
tax-exemption-under-this-Chapter5-73)) to the King County Superior Court ((provided)) denial

of a Final Certificate due to ineligibility of the multifamily housing for a tax exemption under

this Chapter 5.73 if the appeal is filed ((within)) no more than 30 days after receipt of

((receiving)) notice of the decision.

5.73.090 Exemption—Duration—Limits
A. The value of ((renter-eceupied)) multifamily rental housing qualifying under this

Chapter 5.73 shall be exempt from ad valorem property taxation ((as-previdedr-RCW
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8414020 a)H){B))) for up to 12 successive years beginning January 1 of the year

immediately following the calendar year of the date of the Final Certificate.

B. ((

C>)) The value of each ((ehgible-owner-occupied-MFTFE-unitthat providesfor))
permanently affordable ((hemeewnership)) home according to this Chapter 5.73 shall be exempt

from ad valorem property taxation ((asprevided-in-chapter-84-14-RCW)) for up to 20 successive

years beginning January 1 of the year immediately following the calendar year of the date of the

Final Certificate.
((B-)) C. Extended property tax exemption
L ((A
may apply for an extended exemption of the value of ((renter-oceupied)) qualifying multifamily
rental housing ((guatifying-underthis-Chapter5-43)) from ad valorem property taxation for up to

a total of 12 successive years beginning January 1 of the year immediately following the

ve)) The owner

calendar year that the original 12-year exemption expires according to subsection 5.73.090.A ((i

and-that-exemption-expires-on-December-31,-2025,provided-that:)) if the Office of Housing

receives an application to extend MFTE for an additional 12 years, on a form provided by the

Office of Housing, no later than May 1 of the scheduled expiration year.
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b:)) 2. The ((writtenregquest-ineludes)) application shall contain information as the

Director may deem necessary to evaluate eligibility of the multifamily housing for an extended

property tax exemption according to Chapter 5.73, consistent with this subsection 5.73.090.C,

plus the following:

4)y-A-statement-from-the-owneracknowledging)) a. Owner affidavits,

including acknowledgement of the potential tax liability of the multifamily housing;

((5))) b. A ((recent)) title report ((documentingthelegal-deseription-and

signed-the-MFTE-extensionreguestand)) dated within three months of the application
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submission date, for all, and only those, parcels on the property, and identifying the fee simple

owner;

c. A sample signature block for the owner and, if the signature block

includes more than one entity, an operating agreement confirming the relationship between the

grantor and other entities identified in the signature block; and

((8))) d. A non-refundable check for the MFTE extension application fee,

payable to The City of Seattle in the amount of (($10,000-Hfewerthan75-percent-ofthe-total

restricted)) the MFTE program fee according to subsection 5.73.050.B.2, and a commitment of

the owner to pay the actual cost of Assessor administrative fees and King County recording fees

prior to issuance of a new Final Certificate.

3. Criteria for decisions to approve an MFTE extension application include that:

a. The multifamily housing would be eligible for MFTE under current

b. The multifamily housing and the property on which it is located must

have no SDCl-issued violations of applicable provisions of Titles 22, 23, and 25 that failed to be

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

period for compliance provided in such notice of violation or as extended by the Director of

SDCI;

c. A record exists with complete annual reports, passing audits as part of

reqular program monitoring, and no outstanding areas of concern or findings of non-compliance

with the MFTE agreement and this Chapter 5.73; and
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d. Documentation exists of tenant notification of the owner's intent to

pursue a 12-year extension of the property tax exemption and required income verification for

MFTE unit tenants according to subsection 5.73.090.C.6.a.

4. A documented pattern of non-compliance with the MFTE agreement for the

initial 12-year tax exemption is a ground for denial.

((2-A)) 5. If the MFTE extension application is approved, a new ((eentract))

MFTE agreement shall be executed and recorded on the title of the property that includes the

multifamily housing committing the owner to requirements according to this Chapter 5.73,
except that:

a. MFTE units shall be ((promptly)) leased at affordable rents to eligible

households with annual incomes ((at-erbelow-30-percent-of-median-incomeforcompact-units-in

percentage points lower than the limits according to subsection 5.73.040.B.4, not to exceed 80

percent median income per RCW 84.14.020; and

b. The ((eentract)) MFTE agreement shall ((aHew-multifamily-housing-to
transition-to-comphance-with-subsection-5-73:090.-D-2.a)) consider current MFTE unit tenants

income eligible as determined according to subsection 5.73.090.C.6.b, consistent with

((subsection5:-73.090.D-6)) subsection 5.73.090.C.9.
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((3:)) 6. For properties with initial 12-year exemptions ((scheduled-to-expire-on
December31,2025)) that intend to apply for the 12-year extension, the owner shall:

a. No later than ((May-1-2025)) May 1 of the calendar year in which the

MFTE exemption is set to expire, provide written notice to all tenants of MFTE units of owner's

intent to pursue a 12-year extension of the property tax exemption((:-b—Fereach-MFTFE-unit

to-expire-initiate-income-verification-no-laterthan-May-1.-2025)) and initiate the income

verification process for each MFTE unit tenant household without an annual income certification

in the calendar year in which the exemption is set to expire; and

((e2)) b. Provide to the Office of Housing ((verification-of)) the verified
annual income of the tenant household for each MFTE unit according to Section 5.73.105 by

((September-30,-2025)) September 30 of the calendar year in which the exemption is set to

expire.

{e-20-percent-or-25-percent))) 7. The share of total units provided as MFTE units shall be

according to subsection 5.73.040.B.2.

((57)) 8. Upon approval of an extended tax exemption according to this

Chapter 5.73, the Director shall file a new Final Certificate with the Assessor. The owner shall

be responsible for any administrative fees charged by the Assessor.

heuseholds-according-to-subsection-5-73:090-D-2.a-and-t6)) 9. To steadily transition multifamily
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housing to full compliance with ((extended-exemption)) requirements for an extended property

tax exemption, the following provisions apply:
a. For each MFTE unit, the affordable rent according to the current
tenant's lease agreement as of January 1 of the calendar year subsequent to expiration of the

initial 12-year property tax exemption and thereafter shall be((=5-Ne)) no greater than according

according-to-subsection-5-73:090:-B-2.a;-6f)) subsection 5.73.090.C.5.a if an income verification

demonstrates, consistent with Section 5.73.105, that the tenant household is an eligible

household according to subsection 5.73.090.C.5.a.

b. If an income verification demonstrates that the tenant household would

not be an eligible household according to subsection 5.73.090.C.9.a, the next comparable unit

that is available, as approved by the Office of Housing, shall be designated as an MFTE unit and

leased to an eligible household.
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((b—Each~vacant-MFTEunitshall-be-promptly)) c. After income

recertifications are submitted to the Office of Housing according to subsection 5.73.090.C.6.b,

all vacant MFTE units shall be leased at an affordable rent to an eligible household according to

((subseetion-5-+#3-090-D-2-a)) subsection 5.73.090.C.5.a.

((E2)) D. The property tax exemption for multifamily housing does not apply to the value

of the following:

)) Land;

2. Non-residential improvements, including lodging, short-term rentals, and live-

work units;

3. Areas of the multifamily housing where residents must pay a fee for use or

access, except that:

a. The City shall exempt fee-generating structured residential parking

garages from property taxes: and

b. Fees for occasional use of areas by private parties are permitted if the

area is generally open and accessible at no cost to all residents;
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4. Units not marketed and available to the general public or that are leased by

owners and/or their family and friends;

((2)) 5. Increases in assessed valuation of land and non-qualifying
improvements; ((e¥)) and

((39)) 6. Increases, made by lawful order of the King County Board of Appeals
and 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.

((F)) E. ((Ferthe-purpesesof)) Appraisal and addition of the new construction value of

multifamily properties awarded a property tax exemption according to this Chapter 5.73 shall be

according to chapter 84.55 RCW and chapter 36.21 RCW((--the-value-of the-multifamily-housing

F. The owner must provide written notice to the Office of Housing of intent to appeal the

valuation of the multifamily housing to the Assessor prior to filing such appeal.

5.73.100 ((Arnual)) MFTE ((eertification)) compliance reporting
A. At such times as may be required by the Director, but no less than annually for the
duration of the compliance period, the owner or ((2)) qualified non-profit organization, as

applicable, shall file ((ar-MFTE-certification)) a report, including supporting documentation,

with the Office of Housing, verified upon oath or affirmation, which shall contain such
information as the Director may deem needed to ((determine)) document compliance with

((contract)) the MFTE agreement and this Chapter 5.73 ((reguirements)) and to ((assess))
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estimate the costs and benefits to the public ((efthis-Chapter5-/3-Ataminimum,-the-Office-of

Housing-shalrequire:)) of the property’s tax exemption.
1. For ((renter-oceupied)) multifamily rental housing, the compliance report shall

include:

a (( h residential unit int ltifamily housi lifving f
property tax exemption under this Chapter 5.73, a)) A statement of ((the contract rent, net of

leaseduring-the-previous-calendaryear)) gross housing costs, including contract rent, the

estimate of tenant paid utilities, and any other required fees not included in the rent for each unit

(restricted and unrestricted);

b. (( ! ond d : h residential unit int ltifamil
housing-andforvacant-units-the-date-the-unit-was-vacated)) Occupancy rates for each unit

(MFETE units and unrestricted units) and, for MFTE units, initial and most recent lease start dates

and move-out dates;

c. A certification that ((the-multifamily-heusing's-gress)) total net rentable

at)) of the multifamily housing has not changed since the date of the Final Certificate;

d. A description of any improvements or modifications to the multifamily
housing((—-any;made-after)) since the date of the Final Certificate or most recent annual

((METE—certification)) compliance report, as applicable;

e. ((Fhe-verified)) For each MFTE unit, the annual income and household

size of each eligible household, verified consistent with Section 5.73.105; and
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f. ((A-copy-of-the-mostrecenttax-assessmentfor-the-property-that-includes
the-multifamiby-heusing:)) Any other information required by the Director to comply with City

and State reporting obligations.

2. For permanently affordable ((hemeewnership—a)) homes, the qualified non-

profit organization shall ((arnuathy-decument)) submit a report documenting compliance of each

MFTE unit and eligible household with the requirements according to subsection 5.73.040.C.

B. The owner or qualified non-profit organization shall submit a complete annual

compliance report. The ((First-project-certification)) annual compliance report shall be filed with

the Office of Housing ((w

reguired)) by January 31 of the calendar year immediately following the date of the Final

Certificate and each year thereafter for each year the property tax exemption was granted.

C. Failure to submit ((an-annual-projecteertification)) complete and accurate reports by

required deadlines may result in cancellation of the tax exemption according to Section 5.73.110.
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5.73.105 ((Arnudal)) Eligible household income verification

((A<)) Annual ((MFTFE—certifications)) compliance reports according to Section 5.73.100 shall

include ((verification-of)) the verified income for each household occupying an MFTE unit.
Income verifications shall be in accordance with standardized procedures and policies

established by the Office of Housing for administration of this Chapter 5.73. ((B-)) If ((the

MFTE-unitand)) the tenant household refuses to provide documentation for required income

verifications or no longer qualifies as an eligible household, the owner or owner representative

shall contact the Office of Housing to identify another comparable unit to be promptly leased to

an eligible household. ((Upenlease-up-ofthe-newly-designated-MFTE-unit-satisfying

shall honor the terms of the lease for the unit occupied by the tenant that is no longer an eligible

household until lease expiration. After the lease expires, that unit shall be an unrestricted unit.
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5.73.110 Cancellation of tax exemption—Appeal—Penalties

A. Cancellation of tax exemption upon scheduled expiration date

1. For multifamily rental housing according to Section 5.73.040 or subsection

5.73.090.C, the tax exemption shall be cancelled on December 31 of the twelfth successive year

beginning January 1 of the year immediately following the calendar year of the date of the Final

Certificate; and

2. For permanently affordable homes according to subsection 5.73.040.C, the tax

exemption shall be cancelled on December 31 of the twentieth successive year beginning

January 1 of the year immediately following the calendar year of the date of the Final Certificate.

B. Cancellation of tax exemption upon owner opt-out. The owner shall provide written

notice to the Director at least 60 days prior to the scheduled date of voluntary termination of the

MFTE agreement and tax exemption. The owner’s notice to the Office of Housing shall

document that tenant notification and relocation assistance requirements have been satisfied

according to Section 5.73.115, if applicable. Upon receipt of notice from the owner, the Director

shall notify the Assessor with instruction to cancel the tax exemption and assess additional taxes,

interest, and penalty according to RCW 84.14.110.

C. Cancellation of tax exemption due to change of use. The owner shall provide written

notice to the Director at least 60 days prior to the scheduled date of voluntary termination of the

MFTE agreement and tax exemption due to a change of all or a portion of the residential floor
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area to a non-residential use. The owner’s notice to the Office of Housing shall document that

tenant notification and relocation assistance requirements have been satisfied according to

Section 5.73.115, if applicable. Upon receipt of notice from the owner, the Director shall notify

the Assessor with instruction to cancel the tax exemption and assess additional taxes, interest,

and penalties according to RCW 84.14.110.

D. Cancellation of tax exemption due to non-compliance

((A=)) 1. If an owner, owner representative, or qualified non-profit organization

interest-and-penalty-according-to-RC\W-84.14-110.)) provide the number of MFTE units

committed according to the Final Certificate or fails to properly screen income eligibility for

prospective MFTE unit tenants, the City may impose a sliding scale penalty based on rent

reductions not provided to an eligible household, with consideration of the severity of the non-

compliance. If the owner, owner representative, or qualified non-profit organization is

subsequently found to be in substantial non-compliance with the MFTE agreement for the

property, the City shall cancel the tax exemption pursuant to RCW 84.14.110(1)(a). Upon receipt

of the Director's notice of intent to cancel the tax exemption, the owner shall satisfy tenant

relocation assistance requirements according to ((subsection-5-73-110-B-2)) Section 5.73.115, if

applicable.

2. If a household that owns a permanently affordable home violates conditions of

the tax exemption, the City may notify the Assessor with instruction to cancel the tax exemption

for that home and assess additional taxes, interest, and penalties according to RCW 84.14.110.
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((B-)) 3. An owner, owner representative, or qualified non-profit organization that

((has-failed)) fails to promptly correct non-compliance with the ((eentract)) MFTE agreement or

this Chapter 5.73 shall not be eligible to apply for an extended property tax exemption according

to ((subseetion5-43-090.D)) this Chapter 5.73.

4. Violation of City and state fair housing laws banning housing discrimination

shall be grounds for cancellation of the tax exemption.
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G-Upon-determining that a-tax-exemption-shal-be canceled,-the)) E. The Director shall

notify the owner or qualified non-profit organization, ((i)) as applicable, by certified mail, return

receipt requested, of any decision to cancel the tax exemption due to non-compliance with the

MFTE agreement or this Chapter 5.73.

cancellation)) F. Cancellation of an exemption ((provided-anotice-ofappeal-specifying)) may be

appealed by the owner or qualified non-profit organization, as applicable, if alleging the factual

and legal basis on which the determination of cancellation ((is-aHeged)) to be erroneous and if

the appeal is filed with the Hearing Examiner and City Clerk within 30 days of receipt of notice
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of cancellation. The Hearing Examiner will conduct a hearing pursuant to Section 3.02.090 at
which all affected parties may be heard and all competent evidence received. The Hearing
Examiner shall affirm, modify, or reverse ((the-decision-te-caneel)) cancellation of 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 34.05.510 through 34.05.598.

5.73.115 Tenant notice and relocation assistance requirements

A. Consistent with RCW 84.14.020, the owner shall:

1. By September 30 of each of the final two years of the tax exemption period,

notify each household occupying an MFTE unit of relocation requirements according to

subsection 5.73.115.A.2; and

2. At least 90 days prior to the date rent restrictions end for the MFTE units, due

to expiration of the exemption or otherwise, provide relocation assistance to each eligible

household verified according to Section 5.73.105. The amount of the tenant assistance shall

either be equal to the monthly rent according to the current lease agreement for the unit or an

amount otherwise required by federal, state, and local law, whichever is greater.

B. This Section 5.73.115 shall only apply to properties with MFTE agreements executed

on or after the effective date of Ordinance 126443.

5.73.120 Expiration of the City’s MFTE program

((BExeeptiforextension-of property-tax-exemptions)) The City’s MFTE program as authorized ((#r

subsection-5-73.090-D;-the-tax-exemption-program-established)) by this Chapter 5.73 shall
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pregram-sunsets;)) continue until the authority granted by chapter 84.14 RCW expires, after

which no new MFTE applications ((4rderSeetion-5-73-050)) shall be accepted. ((Pending

Chapter 5.73.))
5.73.130 ((Arndalrepert)) Office of Housing annual report to City Council

A. The Office of Housing shall report annually by June 30 to the City Council on ((the))

MFTE program ((as-feHews)) performance for the prior calendar year, including the following

information:

1. Initial MFTE applications by project type, size, location, unit mix, estimated

MFETE units, and cumulative information for each MFTE program version since MFTE

inception;

2. Final Certificates issued by project type, size, location, unit mix, estimated

MFTE units and cumulative information for each MFTE program version since MFTE inception.

3. The “opt-in” rate for MFTE participation, calculated by the number of

multifamily buildings that received a Final Certificate of Tax Exemption for the MFTE program

divided by the total number of multifamily buildings that receive a Certificate of Occupancy or

equivalent in that year, broken down by building type (including but not limited to low-rise, mid-

rise, and high-rise). The report shall also note the number of units provided by the MFTE

buildings and the non-participating buildings. The opt-in rate should also be calculated
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separately for MFTE extensions, calculated by the number of buildings that apply for an

extension divided by the total MFTE agreements expiring;

4. Average rent and vacancy rates for unrestricted units and MFTE units with

active Final Certificates by unit type for each building;

5. Total value of the property tax exemptions, estimates of foregone tax revenue

and shifted taxes, and the estimated cost to an owner of a median value home in Seattle.

Foregone estimates shall be for all taxing jurisdictions and for The City of Seattle specifically;

6. Changes in ((the)) housing market conditions and activity, and

7. ((changes)) Changes to State law ((related)) that relate to the MFTE program
and labor standards.
B. The Director may recommend changes to the MFTE program, based on report findings

or other analysis, as appropriate ((-priorto-the-expiration-of-the-program)).

((B-)) C. The ((Executive)) Office of Housing shall collect labor-related data on projects

participating in the MFTE program to advance labor equity outcomes, including payment of
prevailing wages, in housing development in Seattle. This data shall include, but not be limited
to: construction wage information, apprentice utilization, number of workers graduating from
pre-apprenticeship programs, and the number of workers who participated in mentoring and
other training programs. The Office of Housing shall include the requested data in the annual
report ((reguired-by-Seetion-5-73-130)). The Office of Housing shall work with MFTE
developers, labor unions, and executive agencies to identify ways to comply with and minimize
the administrative costs associated with this data collection and submittal process. The Office of

Housing ((shat-have)) has the authority, including rule-making authority, to require an owner to
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provide the data as part of the owner's annual ((prejectcertification)) compliance reporting under

Section 5.73.100.

5.73.135 Guidance for amendments to the City’s MFTE program

The City should regularly evaluate the MFTE program to inform potential future amendments.

Changes to the City’s MFTE program may be advisable after four years from the effective date

of this ordinance if:

A. The program has not achieved its established purpose;

B. Housing market conditions have changed substantially;

C. The “opt-in rate” described in subsection 5.73.130.A.3 has changed substantially; or

D. State law governing the program has changed.

5.73.140 MFTE program fees—automatic adjustment

Fees authorized in this Chapter 5.73, as well as the fee total in subsection 5.73.050.B.2, may be

adjusted by rule by the Director annually on March 1 by an amount in proportion to the increase,

if any, for January 1 through December 31 of the prior calendar year, in the Consumer Price

Index, All Urban Consumers, Seattle-Tacoma-Bellevue, WA, All ltems (1982-1984=100), as

determined by the U.S. Department of Labor, Bureau of Labor Statistics or successor index,

rounded up to the nearest $10.

Section 3. Section 5.75.090 of the Seattle Municipal Code, enacted by Ordinance 127181,

is amended as follows:

5.75.090 ((Gembination-with-multi-family-tax-exemption)) Affordable units; no other

restrictions

((
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restricted units provided under any other agreement, including but not limited to property tax

exemptions, bonuses, loans, or grants).

Section 4. Section 23.50A.062 of the Seattle Municipal Code, enacted by Ordinance
126862, is amended as follows:
23.50A.062 Administrative conditional uses
The following uses, identified as administrative conditional uses in Table A for 23.50A.040, may
be permitted by the Director if the provisions of this Section 23.50A.062 and Section 23.50A.060
are met.

* % *

C. Residential use in Ul zones. Residential uses are permitted as an administrative
conditional use in Ul zones if all of the following criteria are met. The residential use may be
part of a Major Phased Development.

1. The residential use shall not exceed a density limit of 50 dwelling units per
acre; and

2. The residential use shall not be located within 200 feet of a shoreline; and

3. The residential use shall not be within 200 feet of a designated major truck
street; and

4. All dwelling units shall have sound-insulating windows sufficient to maintain

interior sound levels at 60 decibels or below in consideration of existing environmental noise
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levels at the site. The applicant shall submit an analysis of existing noise levels and
documentation of the sound insulating capabilities of windows as part of the conditional use
permit application; and

5. All dwelling units shall have a permanently installed air cooling system and a
balanced ventilation system, which may be combined. The ventilation system shall filter any
outdoor air supply through filters rated MERYV 13 or higher as determined by the American
Society of Heating, Refrigerating, and Air Conditioning Engineers (ASHRAE). The air cooling
and ventilation systems shall be indicated on the plan; and

6. The residential use shall be located, designed, and configured in a manner to
reduce potential conflict with adjacent existing industrial business operations; and

7. The owner(s) of a building seeking a conditional use for the residential use
must sign and record a covenant and equitable servitude, on a form acceptable to the Director,
that acknowledges that the owner(s) and occupants of the building accept the industrial character
of the neighborhood and agree that existing or permitted industrial uses do not constitute a
nuisance or other inappropriate or unlawful use of land. Such covenant and equitable servitude
must state that it is binding on the owner(s)' successors, heirs, and assigns, including any lessees
of the residential use; and

8. The residential use shall be a part of a mixed-use development that includes
non-residential uses permitted in Ul zones, and the residential use component shall not exceed 50
percent of the total floor area of the mixed use development; and

9. Occupancies of dwelling units are voluntarily limited by the building owner to
support the availability of housing that is affordable to area workers, such that the residential use

consists of either:
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a. All dwelling units are live-work units in which the commercial activity
qualifies as industrial, or are caretakers' quarters associated with a business on the same site
provided no single business shall have more than three associated caretakers' quarters; or

b. A minimum of 50 percent of the dwelling units are ((made-avattable-at

counted-towards-the-minimum-50-percent)) moderate-income units.

* * *
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Section 5. This ordinance shall take effect as provided by Seattle Municipal Code

Sections 1.04.020 and 1.04.070.

Passed by the City Council the day of , 2025,
and signed by me in open session in authentication of its passage this day of
, 2025.
President of the City Council
Approved/  returned unsigned / vetoed this day of , 2025.

Bruce A. Harrell, Mayor

Filed by me this day of , 2025.

Scheereen Dedman, City Clerk

(Seal)
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SUMMARY and FISCAL NOTE
Department: Dept. Contact: CBO Contact:
Office of Housing Kelli Larsen Nick Tucker

| 1. BILL SUMMARY |

Legislation Title: AN ORDINANCE relating to the Multifamily Housing Property Tax
Exemption Program; renewing and modifying the Program, including to make changes in
conformity with state law; repealing Chapter 5.72 of the Seattle Municipal Code; and amending
Chapter 5.73 and Sections 5.75.090 and 23.50A.062 of the Seattle Municipal Code.

Summary and Background of the Legislation:
The proposed legislation renews and amends the Multifamily Housing Property Tax Exemption
(MFTE) Program. Changes include:

Repeals Chapter 5.72, a previous version of the MFTE program which expired at the end
of 2002.

Amends 5.73.010 to clarify the purpose of the MFTE program.

Amends certain definitions for clarity and consistency.

Amends the definition of “median income.”

Continues the 4.5% annual cap established under the current program (referred to as
“Program 6” in Office of Housing materials) for current tenants in existing Program 6
buildings.

Establishes a new rent cap, whereby the rent for an eligible tenant in an MFTE unit may
not increase by more than the annual maximum rent increase determined and published
by the Washington State Department of Commerce in compliance with chapter 59.18
RCW, or the increase in the affordable rent limits posted by the Office of Housing from
the previous year, whichever is less.

Adds 5.73.040.A.7 to clarify that units must be configured consistent with the plan set
approved by SDCI and the distribution and comparability requirements established in
5.73.040.B.5.

Adds 5.73.040.A.9 to establish that fees that would apply only to residents in MFTE units
are prohibited.

Establishes allowable AMI levels under Section 5.73.040

Establishes different affordability levels for some units with alternative bedrooms.
Provides more guidance on how MFTE units should be distributed and comparable to
market rate units in the same building.

Restructures 5.73.040.C and clarifies responsibilities for the qualified non-profit
organization providing permanently affordable homes.

Amends MFTE application requirements in 5.73.050.

Establishes an MFTE application fee of $2,000 plus $200 per unit, not to exceed $10,000,
rather than a base fee of $10,000.

Amends 5.73.060 to clarify the MFTE application review process.
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Amends 5.73.065 to establish a process to amend, subordinate, or terminate an MFTE
agreement.

Establishes that violation of city or state housing discrimination laws is grounds for
cancellation of an MFTE agreement.

Repeals 5.73.070.C, which applied to conditional certificate extensions for applications
received on or before February 15, 2020.

Amends the process and requirements for issuing final certificates established in
5.73.080.

Repeals 5.73.090.B.

Amends the process and requirements to apply for the 12-year property tax extension
5.73.090.C and requires a reduction in rent for MFTE units.

Amends 5.73.090.E to clarify which components of a multifamily housing project are
exempt from property taxes.

Adds 5.73.090.G requiring the owner to provide written notice to the Office of Housing
of an intent to appeal the valuation of the housing to the King County Assessor prior to
filing such appeal.

Amends the ongoing compliance reporting requirements established in 5.73.100.
Amends the ongoing income verification requirements and process when the tenant is no
longer an eligible household established in 5.73.105.

Amends 5.73.110 to clarify and provide more detail on the process and requirements for
cancelling a tax exemption.

Adds 5.73.115, establishing tenant notice and relocation assistance requirements
consistent with requirements under RCW 84.14.020.

Amends 5.73.120 to eliminate a sunset date for the MFTE program, stating that the
program shall continue until the authority granted under RCW 84.14 expires.

Amends the elements required in the Office of Housing annual report established in
5.73.130.

Adds 5.73.135, directing the City to regularly evaluate the MFTE program and provide
guidance on when changes to the MFTE program should be considered.

Adds 5.73.140 to authorize annual adjustments to the fees established in Chapter 5.73
based on changes in the Consumer Price Index.

Amends 5.75.090 to clarify that the affordability requirements established in Chapter
5.75 are in addition to any other restricted units provided under any other agreement.
Amends 23.50A.062 to update the affordability levels to align with Ordinance 127191.

’ 2. CAPITAL IMPROVEMENT PROGRAM ‘

Does this legislation create, fund, or amend a CIP Project? []Yes X No

| 3. SUMMARY OF FINANCIAL IMPLICATIONS |

Does this legislation have financial impacts to the City? []Yes[X] No
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| 3.d. Other Impacts

Does the legislation have other financial impacts to The City of Seattle, including direct or
indirect, one-time or ongoing costs, that are not included in Sections 3.a through 3.c? If so,
please describe these financial impacts.

This ordinance restructures the MFTE application fee from a base $10,000 fee to a base fee of
$2,000, plus $200 per unit, not to exceed $10,000. Most buildings with active MFTE agreements
have enough units that would require the full $10,000 fee, so it is unlikely that the fee revenue
will be significantly reduced. Smaller projects may be more likely to apply, which could increase
fee revenue.

The ordinance establishes a new fee of $750 to amend, subordinate, or terminate an MFTE
agreement. This is a minimal financial impact to the City.

If the legislation has costs, but they can be absorbed within existing operations, please
describe how those costs can be absorbed. The description should clearly describe if the
absorbed costs are achievable because the department had excess resources within their
existing budget or if by absorbing these costs the department is deprioritizing other work
that would have used these resources.

The changes to the City’s MFTE program are intended to help improve the feasibility of building
more housing in the city. The intent is that more developers may be able to make projects pencil
with the assistance of MFTE, but it’s difficult to say in a depressed housing market if there will
be more applications than in recent prior years. In other words, while we are proposing what we
hope is a more attractive program than the current one, we do not anticipate so many more
applications that existing OH staff cannot manage the workload. In addition, various changes in
the legislation and in OH’s administrative policies for MFTE should reduce complexity
associated with implementation and the overall administrative burden for both staff and program
participants.

Please describe any financial costs or other impacts of not implementing the legislation.

Not implementing this program will result in fewer feasible housing projects, or at a minimum
will delay feasibility of future projects. Construction of new housing projects does increase the
property tax base for the City even when the property is exempted from taxes. The exact
financial impact of the legislation is difficult to assess due to the many factors that affect housing
market conditions.

Please describe how this legislation may affect any City departments other than the
originating department.
N/A

| 4. OTHER IMPLICATIONS

a. Isapublic hearing required for this legislation?
No.

Template last revised: December 9, 2024

116



Isaac Horwith/Christa Valles
MO MFTE P7 SUM

D2

b. Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation?

No.

c. Does this legislation affect a piece of property?
This legislation does not affect a specific property but could have a positive effect on the
feasibility of constructing new housing throughout the city where multifamily housing is
allowed.

d. Please describe any perceived implication for the principles of the Race and Social
Justice Initiative,

How does this legislation impact vulnerable or historically disadvantaged
communities? How did you arrive at this conclusion? In your response please
consider impacts within City government (employees, internal programs) as well
as in the broader community.

Increasing the supply of income-restricted affordable housing and the overall supply
of housing in the City will improve housing affordability, which disproportionately
affects low-income households and communities of color. Establishing that housing
discrimination is grounds for cancellation of the MFTE agreement could increase
compliance with fair housing laws.

Please attach any Racial Equity Toolkits or other racial equity analyses in the
development and/or assessment of the legislation.
N/A

What is the Language Access Plan for any communications to the public?
The Office of Housing will utilize the Language Line as needed to communicate with
MFTE applicants and tenants.

e. Climate Change Implications

Emissions: How is this legislation likely to increase or decrease carbon emissions
in a material way? Please attach any studies or other materials that were used to
inform this response.

Increased production of multifamily housing in the City of Seattle will enable
relatively lower carbon impact lifestyles compared to single-family housing or
multifamily housing in less centrally located areas. Newly constructed housing will
meet current energy efficiency standards that will reduce emissions compared to older
housing.
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ii.  Resiliency: Will the action(s) proposed by this legislation increase or decrease
Seattle’s resiliency (or ability to adapt) to climate change in a material way? If
so, explain. If it is likely to decrease resiliency in a material way, describe what
will or could be done to mitigate the effects.

Newly constructed housing will meet current building code standards which will
create more climate-resilient housing units compared to older housing.

f. If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s)? What mechanisms will be used
to measure progress towards meeting those goals?

This ordinance amends the MFTE program but does not qualify as a major programmatic
expansion.

g. Does this legislation create a non-utility CIP project that involves a shared financial
commitment with a non-City partner agency or organization?
No.

| 5. ATTACHMENTS

Summary Attachments: None.
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AGENDA

e Review of MFTE Program and Proposed MFTE Renewal (Program 7) Legislation

e Timeline

* Discussion of Proposed Amendments




MFTE Program

Available in all multi-family zones.

e 12-year exemption with voluntary extension for another 12 years at reduced AMI level.

* 25% of total units must be affordable at prescribed AMI levels (higher than state requirement), or 20%
of total units if at least 8% of all units are 2 bedroom or more.

* Includes homeownership option- used exclusively by projects receiving OH funding for affordable
housing.

e Current program sunsets September 10, 2025




Key Policy Changes included in CB 121055

* Income and rent limits for new projects

* Income and rent limits for MFTE extensions
* Allowing Conversion of Program 6 projects to new Program 7

* Adding new definition/designation for “alternate” bedrooms

e Removal of Sunset Date




Income and Rent Limits for New Projects

* Income limits are the same as P6 for congregates, studios, and three bedrooms, but increased for one
and two bedrooms

* Even for units where income limits stayed the same, rent increased because Program 7 uses a rent
chart tied directly to AMI (not modified).

Program 6 (Current Law) Program 7 (Proposed)?* Market-Rate Rents®
Congregate 40% ($965) 40% ($1,100) $1,106
Studio < 320 SF® 40% or 50% AMI ($965 or $1,207) 50% AMI ($1,375) $1,416
Studio > 320 SF 60% AMI (S1,448) 60% AMI ($1,650) $1,817
One Bedroom Alternative n/a (would have been regulated as studio or 65% AMI ($1,915) Market-rate rent data
one-bedroom) unavailable
One Bedroom Standard 70% AMI (S1,810) 75% AMI ($2,209) $2,604
Two Bedroom 85% AMI (S2,638) 90% AMI ($3,181) $4,159
Three Bedroom 90% AMI (S3,228) 90% AMI ($3,676) $5,928

4. Maximum Allowed rents include rent, required fees and utilities.
5. CoStar for buildings built between 2020-2025 includes utilities, as computed by the Seattle Office of Planning and Community Development

6. For Program Six, studios at or below 320 square feet would have been regulated as Small Efficiency Dwelling Units (SEDUs)




Income and Rent Limits for MFTE Extensions

* Under Program 6, properties extending their tax exemption for an additional 12 years had income and
rent limits 10 percentage points below what is required for newly constructed properties.

* Under proposed Program 7, rent limits in extending properties would be five percentage points below
or 10 percentage points below new properties, depending on unit type.

Program 6 Properties with Extended MFTE

Program 7 Properties with Extended MFTE’

Market-rate rents 8

Congregate 30% ($5724) 35% (5962) $952
Studio < 320 SF° 30% or 40% ($724 or $965) 45% ($1,237) $1,106
Studio > 320 SF 50% ($1,207) 55% ($1,512) $1,728

One Bedroom Alternative

n/a (would have been regulated as studio or

60% AMI ($1,767)

Market-rate rent data

one-bedroom) unavailable

One Bedroom Standard 60% ($1,552) 70% ($2,062) $2,224
Two Bedroom 75% ($2,328) 80% ($2,828) $2,942

Three Bedroom 80% ($2,869) 80% ($3,268) $4,029

7. Maximum Allowed rents include rent, required fees and utilities.

8. CoStar for buildings built between 2020-2025 includes utilities, as computed by the Seattle Office of Planning and Community Development

6. For Program Six, studios at or below 320 square feet would have been regulated as Small Efficiency Dwelling Units (SEDUs)




Allowing Conversion of P6 MFTE projects to P7

« MFTE Program 7 would allow projects that have applied to Program 6 but have not yet received final
certification to elect to convert to Program 7

* 32 projects have applied for the P6 program

» 7 projects have received final certificate of tax exemption and are in lease up of units

e 25 are either in permitting or under construction and have not received final certificate




Adding New Definition for “Alternative” Bedrooms

MFTE Program 7 establishes definitions for standard bedroom and new definition for “alternative
bedroom” for purposes of establishing income and rent limits:

Standard bedroom: an area with four floor-to-ceiling walls with natural light and ventilation provided
by a window that opens to the outside.

Alternative bedroom: an area with four walls and:
a. Each wall must be at least 7 feet high
b. At least two of walls must be floor-to-ceiling

c. No more than one wall may be comprised partly or entirely of a sliding door.

Units with alternative bedrooms are requlated at a lower level than units with standard bedrooms. For
example, an alternative one-bedroom is requlated at 65% AMI and a standard one-bedroom is requlated at
75% AMI.




Sunset Date

* Historically, MFTE has had a sunset date of every 4-5 years, and Council has needed to take action to
reauthorize and continue the program.

* MFTE Program 7 would eliminate the sunset date, and includes direction for program evaluation on
a regular basis and considering changes after 4 years if:

o The program has not achieved its established purpose
o Housing market conditions have changed substantially

o The “opt-in rate” has changed substantially or

o State law governing the program has changed




Next Steps

Action Timeline
Committee discussion of proposed amendments Today
Committee vote on amendments and legislation 9/22

Full Council Vote

9/30
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CB 121055 - Multi-family Tax Exemption Reauthorization Ordinance
Proposed Amendments Packet

Housing and Human Services Committee
Wednesday, September 10, 2025

No. | Short title Sponsor Pg.
1 | Increase income and rent limit for alternative one bedroom Solomon 2
units in new projects
2 | Establish separate income and rent limits for units under 400 Rinck 4
square feet with at least one bedroom
3 | Add or amend administrative rules regarding income Nelson 6
verification and selection of MFTE units to meet comparability
and distribution requirements
4 | Eliminate Low-Income Housing Replacement Requirement Solomon 7
5 | Allow projects approved under MFTE Program 6 that have Solomon 9
received Final Certificate in 2025 to convert to Program 7
6 | Make technical corrections in distribution and comparability Solomon 11
section
7 | Make technical corrections to rent moderator language for Nelson 13
purposes of clarity
8 | Decrease income and rent limits for smaller units in extending Saka 16
properties
9 | Increase income and rent limit for MFTE studio units in Solomon 18
extending properties
10 | Allow MFTE extension projects to retain existing MFTE units and | Solomon 20
unit classifications
11 | Extend date for expiring MFTE projects to apply for 12-year Solomon 22
extension
12 | Add additional reporting requirements Saka 24
13 | Establish an MFTE Program Sunset Date Saka 26
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Amendment 1 Version 1 to CB 121055 Multifamily Tax Exemption Program (MFTE)
Reauthorization Ordinance

Sponsor: Councilmember Solomon

Increase income and rent limit for alternative one bedroom units in new projects

Effect: This amendment would increase the affordability limit (and related rent) for alternative
one bedrooms in new MFTE buildings from 65% of Area Median Income (AMI) to 70% of AMI.

The maximum rent for an alternative one bedroom regulated at 65% AMI is $1,915 and at 70%
AMl is $2,062. There is not a good source for market-rate rents for alternative one-bedrooms,
so it is not possible to compare MFTE rents against market rents for this unit type.

Amend Section 2, 5.73.040.B.4 of CB 121055 as follows:

4. The income and rent limits for MFTE units are as follows:

] Number of Number of Affordability limit
Unit type for rent - . — 3
limit standard alternative (Percentage of median
E— bedrooms bedrooms income)
Congregate sleeping 0 0 20%
room -
0-bedroom/Studio
0 0 50%
<320 square feet
0-bedroom/Studio
0 0 60%
> 320 square feet
1-bedroom 0 1 6570%
1-bedroom 1 0 75%
2-bedroom 0 2 80%
2-bedroom 1 1 85%
2-bedroom 2 0 90%
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] Number of Number of Affordability limit
Unit type for rent S — 3
limit standard alternative (Percentage of median
E— bedrooms bedrooms income)
3-bedroom 0 3 or more 85%
3-bedroom 1 2 or more 85%
3-bedroom 2 1 or more 90%
3-bedroom 3 or more 0 90%

The rent for an existing eligible tenant in an MFTE unit may not increase by more

than the annual maximum rent increase determined and published by the Washington State

Department of Commerce in compliance with chapter 59.18 RCW, or the increase in the affordable

rent limits posted by the Director from the previous year, whichever is less. This provision does not

prohibit an owner from increasing the rent to the affordable rent limit posted by the Director after

a tenant vacates and the tenancy ends.
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Amendment 2 Version 1 to CB 121055 — Multifamily Tax Exemption Program (MFTE)
Reauthorization Ordinance

Sponsor: Councilmember Rinck

Establish separate income and rent limits for units under 400 square feet with at least one
bedroom

Effect: This amendment would establish a separate designation, and income limit, for units
that are at or below 400 square feet and have at least one standard or alternative bedroom.

Amend Section 2, 5.73.040 A(4) of CB 121055 as follows:

4. The income and rent limits for MFTE units are as follows:

] Number of Number of Affordability limit
Unit type for rent . . .
limit standard alternative (Percentage of median
- bedrooms bedrooms income)

Congregate sleeping 0 0 0%
room —
0-bedroom/Studio

0 50%
< 320 square feet
0-bedroom/Studio

0 60%

> 320 square feet

1 or more bedrooms
(whether standard or

alternative) /A N/A 60%
< 400 square feet
1-bedroom

0 1 65%
> 400 square feet .
1-bedroom

1 0 75%

> 400 square feet
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2-bedroom

0 2 80%
> 400 square feet
2-bedroom

1 1 85%
> 400 square feet
2-bedroom

2 0 90%
> 400 square feet
3-bedroom

0 3 or more 85%
> 400 square feet
3-bedroom

1 2 or more 85%
> 400 square feet
3-bedroom

2 1 or more 90%
> 400 square feet
3-bedroom

3 or more 0 90%
> 400 square feet

The rent for an existing eligible tenant in an MFTE unit may not increase by more than the
annual maximum rent increase determined and published by the Washington State Department

of Commerce in compliance with chapter 59.18 RCW, or the increase in the affordable rent
limits posted by the Director from the previous year, whichever is less. This provision does not
prohibit an owner from increasing the rent to the affordable rent limit posted by the Director
after a tenant vacates and the tenancy ends.
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Amendment 3 Version 1 to CB 121055 — Multi-family Tax Exemption Reauthorization Ordinance
Sponsor: Council President Nelson

Add or amend administrative rules regarding income verification and selection of MFTE units to
meet comparability and distribution requirements.

Effect: This amendment would do the following:

1) Require the Office of Housing (OH) to publish a Director’s Rule regarding the process for
selecting MFTE units that meets the comparability and distribution requirements under the
proposed Program 7. The goal of the Director’s Rule would be to provide predictability and
certainty regarding selection of MFTE units, as early in the MFTE process as possible, while
recognizing that projects change from initial permit application to completion and that some
level of detail involved with determining comparability may not be available until the project is
complete. OH would be required to publish the Director’s Rule by March 31, 2026.

2) Require OH to update program policies to allow a streamlined income verification approach
that includes a process for tenant self-certification

Add a new section to CB 121055 as follows and renumber subsequent sections as necessary:
Section 5.

A. The Office of Housing shall publish a Director’s Rule, no later than March 31, 2026, that
describes the process for selecting MFTE units for purposes of meeting distribution and
comparability requirements found in Seattle Municipal Code subsection 5.73.040.B.5.
The Director’s Rule shall strive to provide as much certainty and predictability as is
feasible regarding unit selection, as early in the MFTE process as possible, while
recognizing that some level of detail involved with determining comparability and
distribution may not be available until the project is complete.

B. The Office of Housing shall publish an updated version of its Affordable Housing
Incentives Program Compliance Manual by December 31, 2025, with a streamlined
income verification approach regarding necessary documentation and a process for
tenant self-certification that would apply to the Multifamily Tax Exemption Program.
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Amendment 4 Version 1 to CB 121055 — Multifamily Tax Exemption Program (MFTE)
Reauthorization Ordinance

Sponsor: Councilmember Solomon

Eliminate Low-Income Housing Replacement Requirement

Effect: This amendment would eliminate the requirement that projects seeking to use the
MFTE program for redevelopment replace units serving low-income households in an existing
building that would be demolished and on which a new building utilizing the MFTE program
would be built. Under the current MFTE code, developers who want to utilize MFTE are
required to provide replacement units if, during the 18 months prior to application for the land
use permit or building permit for the project, any unit in the building to be demolished is
occupied by a household at or below 50% AMI. The replacement unit requirement is on a one-
to-one basis (so for each household at or below 50% AMI, one replacement unit must be
provided) and is in addition to the required MFTE units.

It is unknown what impact the replacement requirement has had on a developer’s decision to
utilize MFTE. Developers may choose to avoid using MFTE on a project that involves demolition
of an existing residential building.

Amend Section 2, 5.73.040 A (3) as follows:

Delete Subsection 3 and renumber remaining subsections accordingly
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Amendment 5 Version 1 to CB 121055 — Multi-family Tax Exemption (MFTE) Reauthorization
Ordinance

Sponsor: Councilmember Solomon

Allow projects approved under MFTE Program 6 that have received a Final Certificate in 2025 to
convert to Program 7

Effect: This amendment would allow projects that had submitted an application under Program
6, and received a Final Certificate in 2025, to convert to Program 7. CB 121055 already allowed
projects with applications submitted under prior versions of MFTE, but no Final Certificate, to
convert to Program 7.

The assumption is that all property owners would choose to do so, because income limits are
higher for one- bedrooms and two-bedroom units in P7. Because projects that have received a
Final Certificate are leased up, at least partially, there may be some tenants who already signed
a lease with the expectation that their unit would be regulated at a certain level as long as they
remain eligible and in the unit. This amendment would grandfather in existing tenants at the
same income level as Program 6. When the unit turned over, the Program 7 income levels
would take effect.

Amend Section 2, 5.73.060.H as follows:
H.

1. If, on the effective date of this ordinance, an owner has submitted a valid

MFTE application under a prior version of the MFTE program and has not yet received a Final

Certificate, the owner may opt to convert the application to the most current MFTE program at

any point before issuance of the Final Certificate.

2. An owner who in 2025 receives, or has received, a Final Certificate under

Ordinance 125932 may opt to convert to the most current MFTE program. If that project has

already leased some or all MFTE units, the affordable rents under Ordinance 125932 shall

remain in effect for any eligible household in an MFTE unit until the household vacates the unit,

provided the household’s lease was in effect prior to the effective date of this ordinance.
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Amendment 6 Version 1 of CB 121055 - Multifamily Tax Exemption Program (MFTE) Renewal
Ordinance

Sponsor: Councilmember Solomon

Make technical corrections in distribution and comparability section

Effect: This amendment would make corrections to the numbering for comparability factors.
This is a technical correction only; there is no substantive effect of this amendment. This
amendment would also change the term “market-rate” unit to “unrestricted” unit, thereby
making terminology for what non-MFTE units are called consistent throughout the legislation.

Amend Section 2, 5.73.040 B 5 (b) of CB 121055 as follows:

5. Distribution and comparability

a. Distribution. MFTE units shall be distributed in each structure that
comprises the multifamily housing as follows:

1) If the percentage of MFTE units set-aside is 25 percent, then no
more than 30 percent of the units on a floor shall be MFTE units. If the percentage of MFTE
units set-aside is 20 percent, then no more than 25 percent of the units on a floor shall be MFTE
units; or

2) On the middle floor(s), excluding any levels with structured
parking, and on floors equally above and below the middle floor(s), provided that no more than
one-half of the total units on any given floor are MFTE units.

b. Comparability. MFTE units shall be generally comparable to the
standard sasketrate unrestricted units in each structure that comprises the multifamily
housing in terms of the following:

1) Number of bedrooms and bathrooms;

2) Bedroom type (standard or alternative);

23) Accessibility (e.g., Type A units);

24) Net unit area measured by square feet (must be within 95
percent of standard saasketrate unrestricted unit size);

45) Access to the building’s common amenity areas;
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56) Basic functionality, which means MFTE designated units
should generally be comparable in function and include the same features and finishes as the
standard sassket=rate unrestricted units. Premium features and finishes associated with units
designed to secure higher rents than the standard ssasket=+ate unrestricted units should not be
used to assess comparability; and

£7) Term of the lease.
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Amendment 7 Version 1 to CB 121055 - Multi-Family Tax Exemption Program 7 Reauthorization
Sponsor: Council President Nelson

Make technical corrections to rent moderator language for purposes of clarity

Effect: This amendment would 1) move some of the rent moderator language so that all rent
moderator language is in the same place in the ordinance 2) add a more specific reference to
RCW 59.18 now that that House Bill 1217 has been codified into the RCW 3) make other edits
for purpose of providing additional clarity, including that rents published by the Office of
Housing (OH) must be tied to median income as published by the Department of Housing and
Urban Development.

Amend subsections 5.73.040.B.4 and 5.73.040.B.6 of CB 121055 as follows:

4. The income and rent limits for MFTE units are as follows:

. Number of Number of Affordability limit
Unit type for rent — -
— standard alternative (Percentage of
limit — - . . .
E— bedrooms bedrooms median income)
Congregate sleeping 0 0 40%
room —
0-bedroom/Studio
0 0 50%
< 320 square feet
0-bedroom/Studio
0 0 60%
> 320 square feet
1-bedroom 0 1 65%
1-bedroom 1 0 75%
2-bedroom 0 2 80%
2-bedroom 1 1 85%
2-bedroom 2 0 90%
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Unit tvoe for rent Number of Number of Affordability limit
VI.) . standard alternative (Percentage of

limit — —_ .

B— bedrooms bedrooms median income)
3-bedroom 0 3 or more 85%
3-bedroom 1 2 or more 85%
3-bedroom 2 1 or more 90%
3-bedroom 3 or more 0 90%

6. Cap on rent increases

a. Affordable rent for an MFTE unit occupied by an eligible household

may not increase annually by more than the following, whichever is lower:

1) The percentage change in affordable rent limits published by the

Office of Housing, as based on median income, compared to the previous year: or

2) The maximum rent increase determined and published by the

Washington State Department of Commerce under RCW 59.18.700, regardless of when a

certificate of occupancy was issued.
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b. Subsection 5.73.040.B.6.a does not prohibit an owner from increasing
the affordable rent to the rent limit allowed for the MFTE unit according to subsection
5.73.040.B.4 after a tenant vacates and the tenancy ends.

c. Any The annual rent cap established on affordable rent increases under

s shall remain in sleee effect for &

unit until the household vacates the unit, provided the household’s lease was in effect prior to the

effective date of this ordinance.
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Amendment 8 Version 1 to CB 121055 - Multi-Family Tax Exemption Program 7 Reauthorization
Ordinance

Sponsor: Councilmember Saka

Decrease income and rent limits for smaller units in extending properties.

Effect: This amendment would decrease the income limits for smaller units (one bedrooms and smaller)
for properties that want to extend their tax exemption for another 12 years.

Under both Program 6 and Program 7, properties that reach the end of their initial 12-year tax
exemption have the option to extend for another 12 years. Under Program 7, rent limits for extending
projects would be five percent below what is required for newly constructed projects for congregates,
studios, and one-bedrooms and ten percentage points below for two and three bedrooms. Program 6
required all units in extending properties to be regulated at ten percentage points below what was
required of newly constructed projects. This amendment would require that congregates, studios and
one-bedrooms be regulated ten percentage points below what was required of newly constructed
projects. There would be no change to income limits for two and three bedrooms. See table below for
more information on the exact income limits proposed.

. Proposed Program Proposed Market-Rate
Program 6 Extension . Amendment
7 Extension Rents ) Rents (CoStar)
Extension Rents
Congregate 30% ($724) 35% ($962) 30% ($825) $952
o) o)
Studio < 320 SF[3] BT @ 4105 (U 45% (51,237) 40% ($1,100) $1,106
or $965)

Studio > 320 SF 50% ($1,207) 55% ($1,512) 50% ($1,375) $1,728
One Bedroom 60% ($1,552) 70% ($2,062) 65% ($1,915) $2,224
Two Bedroom 75% ($2,328) 80% ($2,828) 80% ($2,828) $2,942

Three Bedroom 80% ($2,869) 80% ($3,268) 80% ($3,268) $4,029

Amend 5.73.090.C.5.a as follows:

((2-A)) 5. If the MFTE extension application is approved, a new ((eentract)) MFTE

agreement shall be executed and recorded on the title of the property that includes the
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multifamily housing committing the owner to requirements according to this Chapter 5.73,
except that:

a. MFTE units shall be ((premptly)) leased at affordable rents to eligible
households W|th annual incomes ((at—e#belew—?»@—pe#eem—ef—meman—meamiepeempaet—uﬁms

uhits:)) five ten percentage points lower than the I|m|ts according to subsection 5.73.040.B.4;

not to exceed 80 percent median income per RCW 84.14.020; and
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Amendment 9 Version 1 to CB 121055 Multifamily Tax Exemption (MFTE) Reauthorization
Ordinance

Sponsor: Councilmember Solomon

Increase income and rent limit for MFTE Studio units in extending properties

Effect: Under the proposed Program 7, units in extending projects would be regulated five
percentage points below what is required for new projects, except for two and three bedrooms
which would be regulated ten percentage points below in order to achieve compliance with
state law. Under the proposed Program 7, studios greater than 320 square feet (SF) in newly
constructed projects utilizing MFTE are regulated at 60% AMI ($1,650) and studios greater than
320 F in units in properties extending for twelve years are regulated at 55% AMI ($1,512).

The assumption underlying the different rent limits for new versus extending projects is that,
assuming everything else is equal, units in buildings that are 13-25 years older will rent for less
than units in brand new buildings. The analysis of CoStar market-rate rents provided in Central
Staff’s MFTE Policy Consideration memo supports this assumption. This amendment would
regulate studios in extending properties at 60% AMI, so that studios in extending and newly
constructed buildings would be regulated at the same level. Based on an analysis of CoStar
market-rate rental data, studios regulated at 55% AMI would be about $216 below market-rate
rents. Studios regulated at 60% AMI would be $78 below market-rate rents.

Amend Section 2, 5.73.090.C.5(a) of CB 121055 as follows:

((2-A)) 5. If the MFTE extension application is approved, a new ((eentract)) MFTE
agreement shall be executed and recorded on the title of the property that includes the
multifamily housing committing the owner to requirements according to this Chapter 5.73,
except that:

a. MFTE units shall be ((premptly)) leased at affordable rents to eligible
households W|th annual incomes ((at—e#beleu%@—pe#eeqt—ef—nwdﬁq—meemeiepeempaeum

uhits:)) five percentage points lower than the limits accordlng to subsection 5.73.040.B.4, sette

except that the limits may not exceed 80 percent of median income per RCW 84.14.020 and
studios greater than 320 square feet are regulated at 60 percent of median income; and
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Amendment 10 Version 1 to CB 121055 — Multifamily Tax Exemption Program (MFTE)
Reauthorization Ordinance

Sponsor: Councilmember Solomon

Allow MFTE extension projects to retain existing MFTE units and unit classifications

Effect: This amendment would allow owners of MFTE projects seeking a 12-year extension of
the MFTE tax exemption to elect to retain the existing MFTE designated units and unit
classification. The proposed Program 7 creates a new definition for an alternative bedroom.
MFTE rents for alternative one-bedrooms would be at 65%, so higher than a studio (60%) but
lower than a standard one-bedroom (75%). All other MFTE program versions did not
distinguish alternative one-bedrooms in this way and regulated alternative one bedrooms as
either as studios or one bedrooms. If this amendment passed, units with alternative bedrooms

in extending projects could opt to continue to be regulated under their original designation (i.e.

an alternative one-bedroom would be regulated as a standard one bedroom at the higher
AMI).

Additionally, under some prior MFTE programs there was less emphasis placed on distribution
and comparability, so in older projects MFTE units may not be comparable to market-rate units
(for example in terms of size) and may be clustered in certain areas of the building (for
example on the bottom floors). If this amendment passed, the property owner would not be
required to select a new mix of MFTE units to meet current comparability and distribution
standards.

Overall, the impact of this amendment would likely be to increase the value of the MFTE
exemption to extending properties owners and decrease the public benefit provided. That is
because property owners would not have to regulate alternative one-bedrooms at the lower
level required under Program 7 or because they can continue to designate units as MFTE that
would likely generate lower market-rate rents due to location or features.

Amend subsection 5.73.090.C.5 as follows:

((2-A)) 5. If the MFTE extension application is approved, a new ((eentract)) MFTE
agreement shall be executed and recorded on the title of the property that includes the
multifamily housing committing the owner to requirements according to this Chapter 5.73,
except that:
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c. The owner or owner representative may elect to retain the existing
MFTE units and unit classification. If an existing tenant is found to be no longer an eligible

household per Section 5.73.105, the requirements in Section 5.73.105 regarding identification
of another comparable unit apply.
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Amendment 11 Version 1 to CB 121055 — Multi-family Tax Exemption Reauthorization Ordinance
Sponsor: Councilmember Solomon

Extend date for expiring MFTE projects to apply for 12-year Extension

Effect: This amendment would do three things: 1) For MFTE projects expiring in 2025, extend
the application deadline for a 12 year extension from May 1, 2025 to November 1; and 2) Allow
all projects expiring in 2025 to apply for an extension under Program 7 terms, even if they had
already submitted an extension application under Program 6 terms 3) Allow extending projects
until June 30, 2027 to become compliant with Program 7 terms.

Under the current MFTE code, projects with tax exemptions that expired on December 31,
2025 had until May 1, 2025 to apply if they wanted to extend for another twelve years. Seven
projects applied for an extension by that deadline and eleven did not. Additionally, those
projects that applied by May 1, 2025 applied under Program 6 terms, which had lower income
and rent limits for extending projects than those proposed in Program 7. If this amendment
passed, all projects expiring in 2025 would have the opportunity to apply for an extension
under Program 7, both those that had already applied under Program 6 terms and those that
had not applied at all by the May 1, 2025 deadline.

Under both Program 6 and the proposed Program 7, all tenants in MFTE units must submit
income certification documentation annually. However, properties expiring in 2025 were
approved under older versions of the program in which income qualification happened only at
time of initial application. As such, it is a time intensive process for property owners to income
qualify tenants and for OH to review the property owner’s application to confirm compliance
with the new requirements. For projects submitted an extension application for the first time
on November 1, it is unlikely that the income qualification and OH approval process would be
complete by December 31, 2025. This would mean that OH would likely have to issue a Final
Certification by December 31 (so the tax exemption would continue in 2026) without being
able to confirm that the property was in full compliance with Program 7 terms. Under the
proposed amendments, owners would have an additional 6 months to achieve compliance
with Program 7 terms, until June 30, 2027.

Amend Section 2, 5.73.090.C.1 of CB 121055 as follows:
((B-)) C. Extended property tax exemption

1. (( d ve)) The owner may apply for
an extended exemptlon ofthe value of ((Feﬂ%eF-eeeu-med)) qualifying multifamily rental housing

((gualifyirgunderthis-Chapter5-73)) from ad valorem property taxation for up to a total of 12

successive years beginning January 1 of the year immediately following the calendar year that
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the original 12-year exemption expires according to subsection 5.73.090.A ((if-the-ownerisin

o NG
5 y—tdl > - cl , - = Sime
7

’

application to extend MFTE for an additional 12 years, on a form provided by the Office of
Housing, no later than May 1 of the scheduled expiration year, except owners with exemptions
expiring in 2025 may apply to extend MFTE by November 1, 2025 under the requirements of
this ordinance. Property owners with exemptions expiring in 2025 must achieve full compliance
with the requirements of this ordinance by June 30, 2027.
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Amendment 12 Version 1 to CB 121055 — Multifamily Tax Exemption Program (MFTE)
Reauthorization Ordinance

Sponsor: Councilmember Saka

Add additional reporting requirements

Effect: This amendment would add several pieces of information that would be included in the
annual MFTE report that the Office of Housing (OH) submits to the City Council. This
information would enhance the City Council’s understanding of the tenants served by the
program and the public benefits associated with the MFTE program. The proposed legislation
establishing Program 7 includes annual reporting requirements. This amendment would add
several more.

Amend Section 2, 5.73.130 of CB 121055 as follows:

5.73.130 ((Annualreport)) Office of Housing annual report to City Council
A. The Office of Housing shall report annually by June 30 to the City Council on ((the)) MFTE

program ((as-feHews)) performance for the prior calendar year, including the following
information:

1. Initial MFTE applications by project type, size, location, unit mix, estimated MFTE units, and
cumulative information for each MFTE program version since MFTE inception;

2. Final Certificates issued by project type, size, location, unit mix, estimated MFTE units and
cumulative information for each MFTE program version since MFTE inceptions ;

3. The “opt-in” rate for MFTE participation, calculated by the number of multifamily buildings
that received a Final Certificate of Tax Exemption for the MFTE program divided by the total
number of multifamily buildings that receive a Certificate of Occupancy or equivalent in that
year, broken down by building type (including but not limited to low-rise, mid-rise, and high-
rise). The report shall also note the number of units provided by the MFTE buildings and the
non-participating buildings. The opt-in rate should also be calculated separately for MFTE
extensions, calculated by the number of buildings that apply for an extension divided by the
total MFTE agreements expiring;
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4. Average rent and vacancy rates for unrestricted units and MFTE units with active Final
Certificates by unit type for each building;

5. Information on the buy-down between market rate units and restricted rents and the ratio of
the value of the property tax exemption as compared to the rent buy-down;

£6. Total value of the property tax exemptions, estimates of foregone tax revenue and shifted
taxes, and the estimated cost to an owner of a median value home in Seattle. Foregone
estimates shall be for all taxing jurisdictions and for The City of Seattle specifically;

7. Income and demographic information on tenants in the MFTE program, including cost
burden;

68. Changes in ((the)) housing market conditions and activity; ; and

#9. ((ehanges)) Changes to State law ((related)) that relate to the MFTE program and labor
standards.

153



Page 26 of 26

Amendment 13 Version 1 to CB 121055 Multi-family Tax Exemption Reauthorization Ordinance
Sponsors: Councilmember Saka
Co-Sponsor: Councilmember Rinck

Establishing an MFTE program sunset date

Effect: This amendment would establish a sunset date of September 1, 2029, for the MFTE
program. This would require the City Council to re-authorize the MFTE program by the sunset
date. The proposed legislation establishing Program 7 does not include a sunset date for the
program but suggests regular evaluation of the program to inform potential future
amendments. All prior MFTE programs have required a sunset date that results in rigorous
review of the program and consideration of the need for changes to the program reflective of
what is happening in the broader real estate market. Prior programs generally established a
sunset date on a four-year cycle which mirrored early noted changes in the real estate market.

Amend Section 2, 5.73.120 of CB 121055 as follows:

5.73.120 Expiration of the City’s MFTE program
((Exeeptforextension-ofproperty-tax-exemptions)) The City’s MFTE program as authorized ((in

subsection5-73-090-Dthe-tax-exemptionprogram-established)) by this Chapter 5.73 shall
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