CITY OF BELLEVUE, WASHINGTON
ORDINANCE NO. 6765

AN ORDINANCE amending Section 4.52.090 of the
Bellevue City Code to increase the maximum size for
Very Small Dwelling Units and adjust the applicable Area
Median Income level for said units; providing for
severability; and establishing an effective date.

WHEREAS, Chapter 84.14 of the Revised Code of Washington (RCW) allows
a short term exemption from property taxation (known as the “multifamily tax
exemption” (MFTE)) for the value of new housing construction;

WHEREAS, the City Council has offered an MFTE Program, codified at 4.52
of the Bellevue City Code (BCC), since 2015;

WHEREAS, the City Council reviewed the performance of the MFTE Program
with respect to Very Small Dwelling Units eligible to receive tax exemptions through
the program and possible amendments to BCC 4.52.090 at a study session on
November 13, 2023,

WHEREAS, the City Council received valuable input from staff, community
stakeholders, and the public in connection with a proposed amendment to BCC
4.52.090 to increase the maximum size for Very Small Dwelling Units and adjusting
the applicable Area Median Income level for said units;

WHEREAS, the City Council finds increasing the maximum size for Very
Small Dwelling Units will ensure greater consistency between the City's MFTE
Program and the City’'s Land Use Code; and

WHEREAS, the City Council finds increasing the maximum size for Very
Small Dwelling Units and adjusting the applicable Area Median Income level for said
units will encourage greater developer participation within the program and increase
the quantity of affordable units within the City, striking the appropriate balance
between quantity of affordable units and depth of affordability; now, therefore,

THE CITY COUNCIL OF THE CITY OF BELLEVUE, WASHINGTON, DOES
ORDAIN AS FOLLOWS:

Section 1. Section 4.52.090 of the Bellevue City Code is hereby amended to
read as follows:

A. The value of new multifamily housing construction improvements qualifying under
this chapter shall be exempt from ad valorem property taxation for 12 successive
years, beginning January 1st of the year immediately following the calendar year of
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issuance of the final certificate, and provided the following affordability requirements
are satisfied:

minimum of 20 percent of the project’s total units must be affordable units
with affordable rents as follows:

a. Any dwelling unit that is 320 square feet or less shall be categorized
as a very small dwelling unit. Any affordable unit that is a very small
dwelling unit shall have an affordable rent at or below 50 percent of the
King County median income, adjusted for household size.

b. Any affordable unit that is not a very small dwelling unit shall have
affordable rents at or below 80 percent of the King County median
income, adjusted for household size.

Unless otherwise stated, nothing in this section shall relieve the owner of
complying with the eligibility requirements in BCC 4.52.040.

2. If a project is unable to meet the MFTE program’s eligibility requirement
that a minimum of 15 percent of its total units have two or more bedrooms,
then the project may still qualify for the MFTE program provided it selects one
of the following:

a. A minimum of 25 percent of the project’s total units are affordable
units and shall have affordable rents at or below 80 percent of the King
County median income, adjusted for household size; or

b. A minimum of 20 percent of the project’s total units are affordable
units and shall have affordable rents at or below 70 percent of the King
County median income, adjusted for household size; except any
affordable units having two or more bedrooms shall remain at or below
80 percent of the King County median income, adjusted for household
size.

Nothing in this section shall relieve the owner of the affordability requirements
for very small dwelling units under subsection (A)(1) of this section.

3. An eligible project may benefit from both the MFTE program and other
incentive programs that seek to increase the quantity of affordable housing.
When a project utilizes both the MFTE program and another incentive
program, the project shall apply the MFTE benefit as follows:

a. Overlap. When a project overlaps the MFTE benefit with units that
also receive incentives from another affordable housing program, and
said units are used simultaneously to satisfy the requirements of both
programs, the affordable rents for said units shall be at least 15
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percentage points below the

applicable King County median income

level, adjusted for household size, as prescribed in this chapter,
provided this 15 percent reduction shall not apply to very small
dwelling units described in subsection (A)(1) of this section. Thus, by
example, when a project overlaps an MFTE unit as described in
subsection (A)(1)(b) of this section with another affordable housing
program, said unit would have affordable rents at or below 65 percent
of the King County median income, adjusted for household size; or

b. No Overlap. When a project does not overlap the MFTE benefit with
units that also receive incentives from another affordable housing
program, the affordable units required under this chapter shall be in
addition to those that the project is required to designate under the

other incentive programs.

c. lllustration.

Overlap

No Overlap

In a 100-unit project, where 8 affordable
units are required under an incentive
program other than the MFTE program, and
20 affordable units are required under the
MFTE program, overlapping the 2 incentive
programs for a total of 20 affordable units,
then for 12 years the affordable rents for the
8 overlapping units shall be at or below 65
percent of the King County median income,
adjusted for household size, and the
affordable rents for the remaining 12 units
shall be at or below 80 percent of the King
County median income, adjusted for
household size. When the exemption
expires or terminates, the project must
continue to provide the 8 affordable units as
required under the other incentive program.

In a 100-unit project, where 8 affordable
units are required under an incentive
program other than the MFTE program, and
20 affordable units are required to be set
aside under the MFTE program, for a total
of 28 affordable units, then the affordable
rents for the 20 MFTE units shall be at or
below 80 percent of the King County
median income for the duration of the
MFTE program. The project must provide
the 8 additional affordable units consistent
with the other incentive program’s
requirements.

f

8 Units
a0 AM!
{Land Use Codel

20 Units
30 AdAY
|MFTE)}

100 Umats (full project) )

28 Total Affordable Units

Note: Illustration assumes the project
satisfies the 15 percent requirement under
BCC 4.52.040(F) and does not include very
small dwelling units.
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8 Units
65% AMI
{Land Use Code)

12 Units
30% AMI

{MFTE)

\ 100 Units (full project)

20 Total Affardable Units

Note: lllustration assumes the project
satisfies the 15 percent requirement under
BCC 4.52.040(F) and does not include very
small dwelling units. |

Nothing in this chapter shall relieve a project of observing more restrictive
criteria prescribed under another affordable housing incentive program.

4. For any affordable units required in this section, the following shall apply:

a. Affordable units shall have affordable rents as defined in

BCC 4.52.020(B).

b. The mix of unit types (e.g., very small dwelling unit, studio, one-
bedroom, two-bedroom, etc.), configuration and size of affordable units
at each affordability level shall be substantially proportional to the mix,
configuration and size of the total housing units in the project unless
otherwise approved by the director.

c. Affordable units will be reserved for occupancy by eligible
households who certify that their household income does not exceed
the applicable percentage of the King County median income; and who
certify that they meet all qualifications for eligibility, including any
requirements for recertification on income eligibility as set forth in the
MFTE covenant referenced in BCC 4.52.040(E).

d. When the project contains more than one building or multiple floors,
all of the affordable units required by this chapter may not be located in
the same building or on the same floor. The affordable units shall be
interspersed with all other dwelling units within the project.

e. If, in calculating the number of affordable units, the number contains

a fraction, then the number of affordable units shall be rounded up to
the next whole number.
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B. The exemption does not apply to the value of land or to the value of
improvements not qualifying under this chapter, to increases in assessed valuation
of land and nonqualifying improvements, or to increases made by lawful order of the
King County board of equalization, 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.

Section 2. Should any provision of this ordinance or its application to any
person or circumstance be held invalid, the remainder of the ordinance or the
application or the provision to other person or circumstances shall not be affected.

Section 3. This Ordinance shall take effect and be in force five (5) days after
its passage and legal publication.
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Kathryn L. Gerla, City Attorney
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