Ordinance No. 7386

AN ORDINANCE OF THE CITY OF OLYMPIA, WASHINGTON, AMENDING
OLYMPIA MUNICIPAL CODE CHAPTER 5.86 RELATING TO MULTI-FAMILY
DWELLING TAX EXEMPTIONS

WHEREAS, the City has a recognized housing shortage that is deeply impacting many residents of the
community; the City’s Housing Action Plan includes provisions to incentivize development, specifically multi-family
housing to help address density and also meet the City’s climate goals; and

WHEREAS, state law allows municipalities to offer property tax exemptions for certain multi-family housing
projects in designated areas through a Multi-Family Tax Exemption Program; by providing such tax
exemptions, the costs of building multi-family housing project may be reduced and developers may be
incentivized to build such projects; and

WHEREAS, the City has operated a Multi-Family Tax Exemption program since 1997 and the current programs
since 2009, 19 projects representing 784 units have received a tax exemption through the Program; and

WHEREAS, given the success of the City’s Multi-Family Tax Exemption Program, and the significant need for
more multi-family housing within the City, the City Council wishes to expand the availability of Multi-Family Tax
Exemptions and make other changes to the program to create more incentives for developers to build multi-family
housing within the City; and

WHEREAS, under RCW 84.14.040 and OMC 5.86.020, the City Council may designate areas of the City as
Residential Targeted Areas for purposes of multi-family tax exemption under RCW chapter 84.14 and OMC
Chapter 5.86; and

WHEREAS, the City Council previously designated certain areas of the City as Residential Target Areas,
including a certain area designated as Eastside Residential Target Area (Area 2) and a certain area
designated as Westside Residential Target Area (Area 3); those Residential Target Areas are described in
OMC 5.06.030.B; and

WHEREAS, the City Council intends to designate certain additional areas of the City as Residential Targeted
Areas, including additional area to be included in the Eastside Residential Target Area and the Westside
Residential Target Areas, and three new neighborhood center Residential Target Areas: the Boulevard Road
Neighborhood Center Target Area the San Francisco Street Neighborhood Center Target Area, the Division
Street Neighborhood Target Area, and the 18" Avenue Neighborhood Center Target Area; and

WHEREAS, prior to designating an area as a Residential Targeted Area, the City Council must, pursuant to
RCW 84.14.040 and OMC 5.86.020, provide notice of its intent to do so and hold a public hearing on such
proposed designation; and

WHEREAS, the City provided notice of the November 14, 2023 public hearing to review the proposed
ordinance change on both November 1, 2023 and November 7, 2023; and

WHEREAS, under RCW 84.14.040(6), the City Council has the authority to adopt and implement requirements
applicable to the City’s Multi-Family Tax Exemption Program more stringent that those in state law, which





















exemption under this subsection, the applicant must commit to selling 100 percent of the units as
affordable housing to low-income households and the property must satisfy that commitment and any
additional affordability and income eligibility conditions adopted by the City. The project must provide
25 dwelling units or more per gross acre. Units must be built by or sold to a qualified nonprofit or local
government that will assure permanently affordable homeownership to low-income households.

For purposes of this subsection, “permanently affordable homeownership” means homeownership
that, in addition to meeting the definition of “affordable housing” OMC 5.86.010, is:

a. Subject to a ground lease or deed restriction that includes:

i. A resale restriction designed to provide affordability for future low and moderate-income
homebuyers;

ii. A right of first refusal for the sponsor organization to purchase the home at resale; and

iii. A requirement that the sponsor must approve any refinancing, including home equity lines
of credit; and

b. Sponsored by a nonprofit organization or governmental entity and the sponsor organization:

i. Executes a new ground lease or deed restriction with a duration of at least 99 vears at the
initial sale and with each successive sale; and

ii. Supports homeowners and enforces the ground lease or deed restriction.

B. Extension of Exemption. Any project receiving an eight- or 12-year extension may apply for a subsequent
12-year extension in exchange for continued or increased income restrictions on affordable units; provided that
it meets the following criteria:

a. The property owner shall submit an application to the City no earlier than 18 months nor later than
six months of expiration of current exemption.

b. All of the housing units must be occupied by low-income households.

¢. Conversion from market rate to affordable units must comply with the procedures outlined in the
City’s policies and procedures.

d. The property owner must provide notice to each tenant in a rent-restricted units at the end of the
tenth and eleventh years of the continued 12-year exemption that the exemption will expire and the
landlord will provide relocation assistance.

e. Landlords must provide one month's rent as relocation assistance to a qualified tenant in_their final
month when affordability requirements no longer apply, even when the affordable rent period extends
beyond the expiration of the tax exemption.



















