
Council Meeting Date:   January 30, 2017 Agenda Item:  7(a) 

CITY COUNCIL AGENDA ITEM 
CITY OF SHORELINE, WASHINGTON 

 

AGENDA TITLE: Authorize the City Manager to Approve the Conditional Certificate 
of Property Tax Exemption for 205 Apartments 

PRESENTED BY: Dan Eernissee, Economic Development Manager 
ACTION: ____ Ordinance     ____ Resolution     _X_ Motion   

____ Public Hearing ____ Discussion 

PROBLEM/ISSUE STATEMENT: 
The Property Tax Exemption (PTE) program was instituted and subsequently updated 
by the Washington State legislature to provide incentives to construct multifamily 
housing as well as affordable housing. According to the Growth Management Act and 
the State Legislature, multifamily housing and affordable housing are needed 
throughout the Puget Sound metropolitan area to combat the negative environmental 
impacts population growth places on the region. Shoreline has offered a PTE program 
in appropriate areas for many years. Shoreline’s PTE program was most recently 
updated and streamlined through Ordinance No. 694, adopted on February 9, 2015. 
The current Shoreline PTE program requires that at least 20% of the project be 
affordable and provides the owner of a qualified project 12 years of tax exemption.  

A qualifying application for PTE was received from GRE 205, LLC, dba 205 Apartments 
in the Ballinger neighborhood. The project will build 72 total units, 15 of which will be 
affordable. The City Manager has approved the application and provided the applicant 
with a contract that states that the City will provide PTE in exchange for compliance with 
SMC 3.27. The applicant subsequently signed and returned the contract; SMC 3.27.060 
specifies that the contract must be approved or denied by Council prior to the City 
Manager executing the contract and issuing a Conditional Certificate of Property Tax 
Exemption to the applicant.  

RESOURCE/FINANCIAL IMPACT: 
The PTE program provides an exemption to the owner for the ad valorem property tax 
of the value of new or rehabilitated multiple unit housing for the duration of the 12-year 
exemption period. When a PTE project is built, the value of the building improvements 
are not added to the City's assessed value until after the exemption period ends; 
therefore, while no tax burden is shifted to other tax payers, the City does not collect the 
property tax revenues of the project for the program duration. In addition, Staff time is 
required to process applications, file annual reports to the State and King County, and 
to monitor compliance with affordable housing requirements. 

RECOMMENDATION 
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Staff recommends that the City Council approve the PTE Contract with 205 Apartments 
and Authorize the City Manager to execute the contract and subsequently approve the 
Conditional Certificate of Property Tax Exemption.  

Approved By: City Manager   DT City Attorney  MK 

ATTACHMENT 

Attachment A: Applicant-signed PTE Agreement 
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BACKGROUND 

The Property Tax Exemption (PTE) program was instituted and subsequently updated 
by the Washington State Legislature to provide incentives to construct multifamily 
housing as well as affordable housing. According to the Growth Management Act and 
the State Legislature, multifamily housing and affordable housing are needed 
throughout the Puget Sound metropolitan area to combat the negative environmental 
impacts population growth places our the region. Shoreline has offered a PTE program 
in appropriate areas for many years. Shoreline’s PTE program was most recently 
updated and streamlined through Ordinance No. 694, adopted on February 9, 2015 and 
effective on February 17, 2015. 

The current Shoreline PTE program, defined by SMC 3.27 (Attachment A), requires that 
at least 20% of the project be affordable housing. In return, a qualified project receives 
12 years of property tax exemption for the ad valorem property tax of the value of new 
or rehabilitated multiple unit housing. According to SMC 3.27.020, “Affordable housing” 
means residential housing that is rented or sold to a person or household whose annual 
household income does not exceed 70 percent of the median household income 
adjusted for family size for King County, determined annually by the U.S. Department of 
Housing and Urban Development, for studio and one bedroom units and not exceeding 
80 percent of the area median household income adjusted for family size for two 
bedroom or larger units.  The program is audited annually by Staff and can be cancelled 
if the City finds that the applicant is not providing at least 20% of the units at an 
affordable rate. 

DISCUSSION 

The City is in receipt of one application from 2016 for Conditional Certification of 
Property Tax Exemption (PTE) for multifamily projects. The application complies with all 
applicable requirements of both RCW 84.14.060 and SMC 3.27.040. The project is 
located in a designated residential targeted area (Ballinger), the application is complete, 
and the City Manager approved the application.  

The next binding step in the PTE approval process (SMC 3.27.060.A.4) is for the City 
Council to approve or deny the PTE Contract that define the terms under which the City 
will grant property tax exemptions, including binding the property to provide affordable 
housing for the 12-year period according to the RCW 84.14 and SMC 3.27. Once the 
PTE Contract is approved by Council, executed by the City Manager and recorded by 
the applicant, the City will issue a Conditional Certificate of Property Tax Exemption 
which defines dates and guarantees the exemption should the conditions of the contract 
be met. The project is:  

Applicant: GRE 205, LLC 
Project:  205 Apartments 
Location:  1795 NE 205th St  
PTE Area: Ballinger Way NE Commercial Area 
Units provided: 72 
Affordable units provided:  15 
Date of Application:   August 26, 2016 
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Other than project specific details, the PTE Contract is identical to the City’s standard 
Mutli-Family Housing Limited Agreement for Property Tax Exemption (v. 2015) 
(Attachment B). The contract that is both approved by Council and signed by the 
applicant will be executed by the City Manager, and then recorded by the applicant. 
Once recorded, the City Manager will issue the applicant a Conditional Certificate of 
PTE, and the Applicant will have three years to complete the improvements.  

RESOURCE/FINANCIAL IMPACT 

The PTE program provides an exemption to the owner for the ad valorem property tax 
of the value of new or rehabilitated multiple unit housing for the duration of the 12-year 
exemption period. When a PTE project is built, the value of the building improvements 
are not added to the City's assessed value until after the exemption period ends; 
therefore, while no tax burden is shifted to other tax payers, the City defers the property 
tax revenues of the project for the program duration. In addition, Staff time is required to 
process applications, file annual reports to the State and King County, and to monitor 
compliance with affordable housing requirements. 

RECOMMENDATION 

Staff recommends that the City Council approve the contract for PTE. 

ATTACHMENTS 

Attachment A: Multi-Family Housing Limited Property Tax Exemption Agreement 
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Attachment A
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Attachment A
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Attachment A
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