ATTACHMENT A
ORDINANCE NO.

AN ORDINANCE CONCERNING MULTIPLE-UNIT PROPERTY TAX EXEMPTIONS;
AMENDING SECTIONS 2.945 AND 2.947 OF THE EUGENE CODE, 1971; AND
ADDING SECTION 2.946 TO THAT CODE.

THE CITY OF EUGENE DOES ORDAIN AS FOLLOWS:

Section 1. Section 2.945 of the Eugene Code, 1971, is amended to provide as follows:

2.945 Multiple-Unit Housing - Property Tax Exemption.

(1)

(2)

(3)

The provisions of ORS 307.600 to 307.637 enable cities to grant local property
tax exemptions for multiple-unit housing located in core and transit oriented
areas designated by the city. There is a need and demand for better housing at
rental rates or sale prices accessible to a broad range of the general public in the
core and transit oriented areas which is not likely to be produced without this
incentive. This incentive is intended to:

(2) Stimulate the construction of transit supportive multiple-unit housing in
the city’s core and transit oriented areas to improve the balance between
the residential and commercial nature of those areas, and to ensure full-
time use of the areas as places where citizens of the community have an
opportunity to live as well as work;

(b)  Encourage the development of vacant or under-utilized sites in core and
transit oriented areas, rather than sites where sound or rehabilitable
multiple-unit housing exists;

(c)  Encourage the development of multiple-unit housing, with or without
parking, in structures that may include ground level commercial space;

(d) Encourage the development of multiple-unit housing, with or without
parking, on sites with existing single-story commercial structures;

(e)  Encourage the development of multiple-unit housing, with or without
parking, on existing surface parking lots; and

(f)  Preserve existing publicly assisted housing that is affordable to low income
persons by providing the incentives authorized in ORS 307.600 to 307.637
to existing multiple-unit housing that is subject to a low income housing
assistance contract with an agency or subdivision of this state or the
United States.

The provisions of ORS 307.600 to 307.637 are hereby adopted as the city’s

multlple unlt housmg property tax exemptlon program [Seetiens%—aﬂd

Appllcatlons for property tax exemptlon hereunder shall be flled w1th the city

manager [en-orbeforeEebruarylimmediatelypreceding the firstassessment
yearforwhich-exemptionisrequested] and shall be accompanied by an

application fee. The application shall contain the information required by, and

be processed in accordance with, [standards-andguidelines-adopted-by|
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administrative rules adopted by [of] the city manager in the manner described
in section 2.019 of this code. Prior to filing the application, the applicant,
including at least one of the applicant’s principals, must have arranged for
and attended one public engagement opportunity with residents in the
neighborhood, including the board of any city-recognized affected
neighborhood association, and then included in the application copies of
comments received from the meeting or documentation of the applicant’s
attempt to solicit comments.

(4) Following receipt of a completed application, the city manager shall convene
the review panel authorized by subsection (13) of this section to review the
application. The review panel shall make a recommendation to the city
manager about whether the application meets the criteria in section 2.946,
and provide any other comments about the project’s financial projections.
After the city manager receives the review panel’s recommendation and
comments, but in no event later than 135 days following submission of the
application, the city manager shall provide the council with the city
manager’s recommendation on the application.

(45) Upon receipt of the city manager's written recommendation on an application,
the council shall consider the application, the city manager’s written
recommendation, and any written comments submitted [duringthe 30-day

commentperiod] on the application [atitsnextscheduled-meeting]. If the

council fails to act on an application [which-has-been-timelyreferred-te-itas
providedin-the standards-andguidelines]| within 180 days from the date it was

filed, the application shall be deemed approved and processed thereafter in
accordance with subsection [{93] (10) of this section.

(56) Atthe meeting at which the city manager's recommendation on an application is
considered, or at a subsequent meeting, the council shall adopt a resolution
approving the application and granting the property tax exemption, or adopt a
resolution disapproving the application and denying the property tax exemption.

(67) [In-orderto-approve-anapplicationthe-councilmustfind-that:|The council shall
approve an application if the council determines that the criteria described in
section 2.946 of this code have been met. The resolution approving the
exemption shall set forth any specific conditions of approval, as well as the
length of the tax exemption. The exemption may not include the land or any
improvements not a part of the multiple-unit housing. The exemption may
include parking constructed as part of the multiple-unit housing
construction, addition or conversion, and commercial property to the extent
that the commercial property is a required design or public benefit element
of a multiple-unit housing construction, addition or conversion approved by
the city. In the case of a structure to which stories or other improvements are
added or a structure that is converted in whole or in part from other use to
dwelling units, only the increase in value attributable to the addition or
conversion may be exempt from taxatlon
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(89)

section] If the council determines that one or more of the criteria in section
2.946 of this code are not met, the council shall deny the application. [Ia

—A|The resolution denying an
application shall set forth the specific reasons for denial.

The city manager shall forward to the applicant a copy of the resolution adopted
by the council within 10 days from the date the council acts on the application.|;
and] In addition, on or before April 1 [follewingapproval] immediately
preceding the first tax year for which the exemption is requested, the city
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manager shall file with the county assessor a copy of the resolution approving an

application.

(910) With respect to an application deemed approved through inaction of the council
under subsection [{43}] (5) of this section, [en-er-before-April-1] following the
expiration of the 180-day period, on or before April 1 immediately preceding
the first tax year for which the exemption is requested, the city manager shall
file with the county assessor an administrative order containing the same
findings and information as required to be set forth in a resolution approving an
application and forward a copy thereof to the applicant.(3011) In the case of
a structure to which stories or other improvements are added or a structure that
is converted in whole or in part from other use to dwelling units, only the
increase in value attributable to the addition or conversion may be exempt from
taxation.

(1112) Notwithstanding subsection (6) of section 2.947 of this code, if the
multiple-unit housing is or becomes subject to a low income rental assistance
contract with an agency of this state or the United States, the city may extend the
exemption through June 30 of the tax year during which the expiration date of
the contract falls.

(13) Program Review Panel.

(a) The city manager shall create a program review panel to provide third-
party review of individual applications and of the program. The panel
shall be comprised of the following members:

1. Two at-large neighborhood representatives nominated by the
mayor;

2. For individual applications, an additional two neighborhood
representatives from the neighborhood in which a proposed
project is located; and

3.  Four technical professionals such as architects, green building
specialists, lenders, laborers, or developers.

In order to be eligible to serve on the review panel, members must sign

a confidentiality agreement in a form approved by the city manager.

(b) The review panel shall:

1. Review project applications, with emphasis on analyzing the
project’s financial projections and compliance with the criteria
contained in section 2.946; and

2. Assist the city manager in preparing annual reports on the
program that will also address the program volume cap.

Section 2. Section 2.946 of the Eugene Code, 1971, is added to provide as follows:

2.946 Multiple-Unit Housing - Threshold Criteria and Public Benefits.
(1) Boundaries.

(a) Sections 2.945 through 2.947 of this code shall initially apply only in
the downtown area as depicted on Map 2.945(2) attached to Ordinance
__[insert Ordinance number] and appended to chapter 2 of this code.

(b) The council may expand the boundaries covered by sections 2.945
through 2.947 of this code to include one or more of the areas listed in
this subsection (b) by adopting a resolution activating the area under
either of the following circumstances:

1.  Area planning is completed for the neighborhood; or
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2. City-wide code amendments are approved that address the
spatial transition between commercial and multi-family zoned
properties with single-family zoned properties and an official
neighborhood association requests activation.

The areas that the council may approve pursuant to this subsection

are: Mid-town; South Willamette; West 11t; 6th/7th Trainsong Highway

99 Corridor; Valley River Center commercial area; North Franklin;

South River Road; Mid-River Road; North River Road; South Coburg

Road; Mid-Coburg Road; and North Coburg Road. Any resolution

approving one or more of these areas shall have a map appended to it

identifying the precise boundaries of the area being approved.

(c) For property located in an area listed in subsection (b) above that has
not yet been approved by resolution, a property owner may request, if
but only if jointly requested by the official neighborhood association
board, that council approve an exemption under sections 2.945
through 2.947 of this code for the specific property. If the property is
not part of a city-recognized neighborhood, then a request may proceed
only if the city notifies all owners and occupants of property located
within 500 feet of the property to be developed and no owner or
occupant submits to the city manager any substantive objection. In
addition, no request under this subparagraph (c) may be approved by
council unless:

1.  All other requirements of sections 2.945 through 2.947 of this
code have been met, and

2. The council determines that it is in the public interest to grant the
exemption even though the area itself has not yet been activated
pursuant to subsection (b) above.

(2) Criteria for Approval. No exemption may be approved under subsection (7) of
section 2.945 of this code unless all of the following criteria are met:

(a) Eligible Project Types. The project will provide multiple-unit housing of
five or more new units through new construction, an addition to an
existing structure, or a conversion of a structure from another use to
dwelling units. Notwithstanding the preceding sentence, no exemption
may be granted for a project designed for the leasing of individual
rooms or beds, rather than entire apartment units, or a project
otherwise designed primarily for individuals attending college.

(b) Project Need. The proposal could not financially be built “but for” the
tax exemption. The burden is on the applicant to demonstrate that
absent the exemption, the project would not be financially viable. If the
projected overall average annual rate of return for the project for the
maximum 10-year tax exemption period is:

1.  Less than or equal to 10%, the project is eligible for the maximum
10-year exemption.

2. Greater than 10%, then the term of the exemption shall be
decreased by the number of years necessary to bring the rate of
return down to 10%.

(c) Compact Urban Development. For the downtown area, the project
meets one of the following density requirements:

1.  Residential zones: 175% of minimum density for the zone.
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2.

Form-based zones with height limit of three or four stories: 30
units per acre.

For any other area that council activates under subsection (1)(b)
above, density requirements shall be stated in the area plan or other
process that activates the area.
(d) The project complies with any requirements in administrative rules
adopted by the city manager related to proximity to historic resources.
(e) Project Design and Compatibility.

1.

The applicant has included a detailed description of the proposed
project and graphic information including site plans and
elevations containing sufficient detail to demonstrate that the
project addresses a set of basic design principles in the context of
the project location. The city manager shall adopt as part of the
administrative rules to implement these sections a more detailed
description of the required design principles, including the scale,
form, and quality of the building; the mix of project elements; and
the relationship to the street and surrounding uses

Compliance with the project design elements that were reviewed
at the time of council approval is a condition of approval of the
exemption, except that the city manager may approve a deviation
from those design elements if the city manager determines in
writing that the deviations provide the same or greater degree of
adherence to the design principles.

(f) Green Building.

1.
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Green building requirements apply only to the residential
occupancy areas and common areas such as hallways, stairwells,
centralized HVAC or hot water heating, and laundry facilities.
The requirements do not apply to the commercial areas or
ancillary amenities such as parking garage, swimming pools, and
recreation centers.
The project will perform at least 10% more efficiently than the
performance established in the Oregon Energy Efficiency
Specialty Code (OEESC) or similar code adopted by the State of
Oregon.
a. Green building requirements for one to three story
multiple-family buildings are as follows:

(1) Obtain LEED v4 for homes low-rise multiple-family
basic certification and modeled at least 10% above
current OEESC;

(2) Obtain earth advantage multiple-family silver level
certification and provide a commissioning report; or

(3) Obtain NW Energy Star certification through the
Eugene Water and Electric Board program and
provide a commissioning report.

b. Green building requirements for four stories and above
multiple-family buildings are as follows:

(1) Obtain LEED for homes midrise basic certification and
modeled at 10% above current OEESC; or

(2) City review of the project demonstrates that:



3.

(A) Model building energy performance, utilizing
the LEED for homes midrise energy modeling
methodology, shows that the building will
perform 10% above current OEESC
performance;

(B) The building is constructed to modeled plans;

(C) Commissioning report has been provided prior
to issuance of certificate of occupancy; and

(D) Applicant commits to working with city to
report multiple-family occupancy energy use
data to city for the tax exempt period.

Projects that will provide onsite parking are required to install
conduit for future electric vehicle charging stations.

(g) Local Economic Impact Plan.

1.

The applicant must provide a plan that provides for more than
50% of the dollar volume of the combined professional services
and construction contracts to include local firms. “Local firm”
means a business which is based in Lane County.

The applicant must ensure that qualified minority and women

business enterprises have an equitable opportunity to compete

for contracts and subcontracts.

The city manager shall include in the administrative rules

adopted to implement sections 2.945 through 2.947 of this code

provisions that:

a. Identify additional requirements for the local economic
impact plan, including definitions and exceptions such as
when trades are not available locally;

b. Enable qualified minority and women business enterprises
to have an equitable opportunity to compete; and

C. Ensure that the developer complies with wage, tax and
licensing laws in the development of the project and posts
information about the city’s rights assistance program.

(h) Inthe case of the construction of, or the addition or conversion to
multiple-unit housing, the construction, addition or conversion will be
completed on or before January 1, 2022.

(i) In the case of multiple-unit housing subject to a low income housing
assistance contract with an agency or subdivision of this state or the
United States,

1.

2.

The application for exemption was made on or before January 1,
2022;

It is important to the community to preserve the housing as low
income housing and it is probable that the housing would not be
produced as or remain low income housing without the
exemption being granted.

(i) The multiple-unit housing is not designed for, and will not be used as
transient accommodations.

(3) Criteria for Inclusion of Additional Public Benefits. If the applicant fails to
qualify for the maximum 10-year tax exemption due to subsection (2)(b) of
this section, the applicant may propose including additional public benefits
from the following list to increase the term of the exemption up to the
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maximum of 10 years. The city manager shall ask the review panel to review

and comment on whether the applicant’s proposal merits one or more

additional years of exemption, following which the city manager shall make a

recommendation to council. The council shall review that information and

then determine, in its discretion, whether the proposal merits one or more
additional years of exemption, and if so, how many.

(a) Documented Local Economic Impact. The extent to which the project
meets the goal established in the local economic impact plan described
in subsection (2)(g) of this section, demonstrates solicitation of bids
from minority and women business enterprises, and commits to
completing certified payroll.

(b) Location. Project is located within a United States Department of
Housing and Urban Development low-moderate income area or on a
brownfield site, or projects that include the redevelopment of a
valuable historic resource.

(c) Project Features. The extent to which the project incorporates the
following features:

1. Payment of an affordable housing fee that exceeds the amount
required by subsection (4)(c) of this section;

2. Exceed the green building requirements described in subsection
(2)(f) of this section;

3. Provision of Americans with Disabilities Act (ADA) accessible
dwelling units beyond those required by the building code;

4. Provision of dwelling units available for home ownership;

5. Inclusion of open space, community gardens, or gathering space
that is accessible to the surrounding community;

6. Inclusion of ground floor commercial/retail space that addresses

a neighborhood need;

Design excellence and neighborhood compatibility;

Provision of embedded or structured parking;

Provision of transportation options, including bus passes, car

share, bike share, bus shelter, pedestrian connections, meeting

Leadership in Energy & Environmental Design (LEED) v4 “green

vehicle” credit description, and minimum parking where

appropriate; and
10. Other features identified by the neighborhood through the
engagement process described in subsection (4)(b) of this
section.

(4) Additional and On-Going Obligations of Project Approved for Exemption.

(a) Following approval of an exemption under section 2.946 of this code,
the city manager shall monitor the development of the project to
ensure that the project complies with the requirements of sections
2.945 through 2.947 of this code, the administrative rules adopted
thereunder, and any other conditions of approval of the exemption.

(b) During the developer’s design process and before the final design
drawings are completed, the developer shall hold at least one
neighborhood engagement opportunity to allow members of that
neighborhood to provide comments on the proposal. At least one of the
applicant’s principals must attend that meeting. In addition, once the
final design is completed and before it is submitted for permits, the

o 0N
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2.947

developer shall allow the neighborhood an opportunity to review and
comment on that final design.

(c) As an additional required public benefit of the exemption, the developer
shall pay to the city an affordable housing fee in the amount of 10% of
the total exemption for the 10 year tax exempt period. The fee may be
paid annually in years 3 through 10 of the exemption, or may be paid
up front. Funds received by the city under this paragraph shall be used
for affordable housing and emergency shelter.

(d) During the exemption period, the project’s owner must annually submit
the following documents prepared in a format specified by and
consistent with the requirements in administrative rules adopted
pursuant to section 2.019: audited financial statements; tax returns;
and 10-year operating cash flow with to-date rate of return. In
addition, the first year’s reporting shall include the home city or zip
code of the construction labor workers.

Section 3. Section 2.947 of the Eugene Code, 1971, is amended to provide as follows:

Multiple-Unit Housing - Termination of Approval, Review.

(1)

(2)

Except as provided in subsection (8) of this section, [A]after a resolution

approving an application has been filed, if the city manager finds that:

(a) Construction of multiple-unit housing was not completed within the time
specified in the resolution, and no extensions as provided in subsection (5)
hereof have been granted, or

(b) The applicant, developer or other owner of the project has failed to
comply with the provisions of ORS 307.600 to 307.637[;] or the provisions
of this code or admlmstratlve rules adopted thereunder [anyprovisiens

h . nd-o he er;] or

(c) The apphcant developer or other owner of the prolect has failed to
comply with any conditions imposed in the resolution approving the
application and the city manager has not determined in writing that
project design deviations provide the same or greater degree of
adherence to the design principles that council approved for the
project, or

(d) Construction of multiple-unit housing was not completed on or before
January 1, 2022, or

(e) In the event units within the development are sold individually, a unit
owner fails to comply with applicable requirements described in
paragraphs (b) or (c) of this section,

the city manager shall notify the council; the owner of the property, at the

owner's last known address; and any known lender, at the lender’s last known

address, of the manager's intention to recommend to the council that the
exemption be terminated. The notice shall clearly state the reasons for the
proposed termination, and shall require the owner to appear before the council,
at a time specified in the notice, which shall not be less than 20 days from the
date the notice was mailed, to show cause, if any exists, why the exemption
should not be terminated.

If the owner fails to appear and show cause why the exemption should not be

terminated, the city shall further notify every known lender of the owner’s failure

to appear and shall allow the lender a period of not less than 30 days, beginning
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with the date that the notice of failure to appear and show cause is mailed to the
lender, to cure any noncompliance or to provide adequate assurance that the
noncompliance will be remedied.

(3) Ifthe owner fails to appear before the council at the time specified in the notice,
or if the owner appears and fails to show cause why the exemption should not be
terminated, and a lender fails to cure or give adequate assurance that any
noncompliance will be cured, the council shall adopt a resolution terminating the
exemption, which shall contain its findings in support thereof. Copies of the
resolution shall be filed with the county assessor and mailed to the property
owner, at the owner's last known address, and to any lender at the lender’s last-
known address, within 10 days from the date adopted. If a determination is
made that the exemption should continue as previously granted, the council shall
enter written findings of record in support of the continued exemption and
forward a copy thereof to the property owner and to any lender within 10 days
from the date of the hearing.

(4) Allreviews of council action in denying, approving, or terminating an application
shall be governed by the procedures set forth in ORS 34.010 to 34.100, and
correction of assessments and tax rolls and the evaluation of the property shall
be in conformity with ORS 307.687. The council's action on an exemption shall
not be a land use decision for purposes of administrative review.

(5) Ifconstruction, addition, or conversion of multiple-unit housing is not completed
by January 1, 2022, upon receipt of a request from the property owner, the
council may, by resolution, extend the deadline for completion of construction of
multiple-unit housing for a period not to exceed 12 consecutive months, if it finds
the failure to complete construction by the time specified in the resolution was
due to circumstances beyond the control of the owner, and that the owner had
been and could reasonably be expected to act in good faith and with due
diligence.

(6) Inany event, no multiple-unit housing granted an exemption by the council may
be exempt from ad valorem taxation for more than 10 successive years. The first
year of exemption is the assessment year beginning January 1 immediately
following the calendar year in which construction, addition or conversion is
completed, determined by that stage in the construction process when, pursuant
to ORS 307.330 the improvement would have gone on the tax rolls in the absence
of the exemption. The exemption may not include the land, nor any
improvements located thereon that are not a part of the multiple-unit housing
but may include commercial use of a portion of the structure and parking
constructed as part of the multiple-unit housing construction, addition or
conversion, and is in addition to any other exemption provided by law. However,
no property may be exempt beyond 100 percent of its real market value.

(7) Any exemption granted by the council shall terminate immediately, without right
of notice or appeal, in the event the county assessor determines that a change of
use to other than residential or residential with commercial uses of a portion of
the structure, or housing has occurred for the multiple-use housing, or portion
thereof, or if a low income housing assistance contract with an agency or
subdivision of this state or the United States is breached or terminated
prematurely, or a declaration as defined in ORS 100.005(12) is presented to the
county assessor or tax collector for approval in connection therewith.
Termination shall be in accordance with the provisions of ORS 307.627.
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(8) Notwithstanding subsections (1) through (7) of this section, if applicant,
developer or other owner of the project has failed to comply with the
requirements of ORS 307.600 through 307.637, sections 2.945 through 2.947
of this code or the administrative rules adopted thereunder, or a resolution
adopted pursuant subsection (7) of section 2.945 of this code, in lieu of
initiating termination proceedings, the city manager may impose penalties
as set forth in section 2.1995 of this code. Each day in which a violation is
caused or permitted to exist constitutes a separate violation. Failure to pay
an administrative penalty authorized by this subsection shall be grounds for
terminating the exemption under subsections (1) - (3) of this section.

Section 4. The Multiple-Unit Property Tax Exemption Program goal is to assist in the
creation of 1,500 new, multiple-family housing units after adoption of this Ordinance, which will, in
part, assist in the implementation of Envision Eugene. The Program Review Panel will review the
cap as part of the annual report. At such time that the MUPTE-assisted number of dwelling units
constructed reaches the program volume cap, Council shall conduct a comprehensive review to
determine if continuation of the program is in the best interest of the City.

Section 5. The City Recorder, at the request of, or with the consent of the City Attorney, is

authorized to administratively correct any reference errors contained herein, or in other provisions

of the Eugene Code, 1971, to the provisions added, amended or repealed herein.

Passed by the City Council this Approved by the Mayor this
__day of , 2014 ___dayof 2014
City Recorder Mayor
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Attachment B

Potential Multi-Unit Property Tax Exemption (MUPTE) Boundary
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ATTACHMENT C
Background Information on Draft Ordinance

Each criteria or program feature has a table with the draft ordinance concept compared to the
suspended program with the draft ordinance rationale below. The ordinance location/sitation
appears after each concept within brackets (“[ ]”). There are nine Required Public Benefit
criteria, Additional Public Benefit criteria, and three Other Program Features.

Required Public Benefits are generally found within the draft ordinance “Criteria for Approval”
Section 2. 2.946(2). Some are in “Additional and On-going Obligations of Project Approved for
Exemption” Section 2. 2.946(4).

Additional Public Benefits are found within the draft ordinance “Criteria for Inclusion of
Additional Public Benefits” Section 2. 2.946(3).

The proposed ordinance includes enforcement language stating that failure to comply with the
requirements included in the MUPTE program ordinance and any subsequent individual project
approval resolutions may result in an administrative civil penalty Section 3. 2.947(8) or in
termination of the tax exemption Section 3. 2.947(1) through (7).

REQUIRED PUBLIC BENEFITS

1. Eligible Project Type

Draft Ordinance 0ld / Suspended Program
0 Multi-unit redevelopment housing O Multi-unit housing projects with 5+ units
projects with 5+ units (per State law) (per State law)
[Section 2. 2.946(2)(a)] 0 Commercial portion if deemed public

0 Commercial portion if deemed public benefit
benefit [Section 1. 2.945(7)]
0 Not student housing [Section 2.

2.946(2)(a)]

Rationale: Focuses program on creation of traditional market rate housing.

2. Compact Urban Development

Draft Ordinance

0ld / Suspended Program

For the downtown boundary area, specific
density based on zone [Section 2.
2.946(2)(c)], with minimum of 5 units no
matter the zone, per State law [Section 2.
2.946(2)(a)]

For all other boundary areas, the
requirement would be based on the area
plan or other neighborhood process [Section

Not required public benefit.

One of eight possible public benefit
categories for scoring points, based on the
degree to which the project exceeds the
minimum density requirements for the
location:

- 10 points/unit in excess of minimum




2.2.946(2)(c)], (with minimum of 5 units, required, with 50 points maximum.
per State law [Section 2. 2.946(2)(a)] - 100 points for “Opportunity Site”

Rationale: For downtown, the recommendation promotes density beyond the code
minimums where density is most easily absorbed. For other areas, Option B is in line with
neighborhood engagement results from May and June and with neighborhood livability.
Option B was deemed reasonable by the Developer Stakeholder group and the Technical
Resource Group of Envision Eugene.

. Project Design / Compatibility

Draft Ordinance 0ld / Suspended Program
Project must address basic design principles | Not required public benefit.
in the context of the location. [Section 2.
2.946(2)(e)] (Specific reference to the
Community Design Handbook will be in the
Administrative Rule.) Schematic drawing / site plan required with
application

Project must adhere to the project design
elements that were reviewed at the time of
Council approval and attached to the
approval resolution. [Section 2. 2.946(2)(e)]

Rationale: Aligns criteria with work already in progress in the Planning Division. Enables
enforcement of design information submitted in the application. This was deemed reasonable
by Developer Stakeholder group.

. Green Building

Draft Ordinance 0ld / Suspended Program
Focused on building energy performance - Not required public benefit.
all projects would perform at least 10%
more efficiently than the performance One of eight possible public benefit
established in the Oregon Energy Efficiency | categories for scoring points, based on the
Specialty Code through one of several certification program:

pathways. [Section 2.2.946(2)(1)1. & 2.] - 100 points for LEED certification

- 25 -75 points for Earth Advantage Silver,

Additionally, all projects that provide onsite Gold, Platinum, respectively

parking will be required to install conduit for
future electric vehicle charging stations.
[Section 2. 2.946(2)(f)2. & 3.]

Rationale: The focus is on building energy performance, as prioritized within Envision
Eugene and the Climate Energy Action Plan. Deemed acceptable by Green Building staff, the
Technical Resource Group of Envision Eugene, and the Developer Stakeholder Group.

The idea for including electric vehicle charging station related items came from Representative
Barnhart through Councilor Zalenka. Having projects with onsite parking install conduit for



future electric vehicle charging will provide the infrastructure needed for future installation
when actual users or additional demand are identified. The downtown parking garages have
had 16 charging stations in place since 2012 and have had an average of one use every two
weeks per station. The Broadway Place South Garage with housing above has averaged one
use per month for each of the two charging stations, for a total of 2 hours of charging over the
two and a half years since being installed.

5. Neighborhood Engagement

Draft Ordinance (sitation) 0ld / Suspended Program
Applicant required to contact appropriate Applicant required to contact appropriate
neighborhood association to share project neighborhood association to share project
information, to seek input, and to provide information, to seek input, and to provide
received comments with application. received comments with application.

[Section 1. 2.945(3)]

Specifically, one or more of the principals of
the applicant entity must attend two
neighborhood engagement opportunities
(discussions/presentations):

- One of the opportunities must be prior to
MUPTE application submission. [Section
1.2.945(3)]

- The second opportunity must be during
the design process and before the final
design drawings are completed. [Section
2.2.946(4)(b)]

Additionally, the neighborhood must have
the opportunity to review and comment on
the final design before the project is
submitted for permits. [Section 2.
2.946(4)(b)]

Neighborhood association where the project
is located will have two neighborhood
representatives seated on the MUPTE
Review Panel who can voice project specific
neighborhood issues and concerns, including
additional neighborhood specific public
benefits, during the application review
process. [Section 1.2.945(13)]

Rationale: Based on feedback from May and June neighborhood leader outreach to support
neighborhood engagement and neighborhood livability.



6. Boundary

Draft Ordinance 0ld / Suspended Program
Downtown area activated as soon as City Downtown Plan Area

Council lifts program suspension (current
boundary plus one property on 11th & Lincoln that was in
the 2004 to 2011 boundary and EWEB property north of

4t Avenue) [Section 2. 2.946(1)(a)]

Area eligible for applications after area
planning [Section 2. 2.946(1)(b)1.] or city-
wide code amendments [Section 2.
2.946(1)(b)2.] to include EE corridors &
primary commercial area:

- Mid-town

- South Willamette

- West11th

- 6t/7th Trainsong Highway 99

Corridor

- Valley River Center commercial area

- North Franklin

- South River Road

- Mid-River Road

- North River Road

- South Coburg Road

- Mid-Coburg Road

- North Coburg Road

Site within inactive boundary eligible if
brought forward by a partnership of
property owner / neighborhood [Section 2.
2.946(1)(c)], as an “opportunity site.”

Rationale: Activating downtown as soon as the suspension is lifted puts the program in place
to respond to three known projects: Obie’s development on 6t Avenue, Brokaw development
on East Broadway, and EWEB Riverfront redevelopment. Including the other non-downtown
areas aligns with Envision Eugene implementation. Adding areas only after area planning or
city-wide code amendments supports neighborhood engagement and livability. This was
deemed reasonable by the Technical Resource Group of Envision Eugene and neighborhood
leaders who attended the June meetings.

Including an “opportunity siting” option for inactive areas, aligns with Opportunity Siting
policy direction; supports neighborhood engagement and livability; deemed reasonable by the
Technical Resource Group of Envision Eugene and neighborhood leaders who attended the
June meetings.



7. Affordable Housing

Draft Ordinance 0ld / Suspended Program
Required payment to dedicated affordable Not a required public benefit.
housing/emergency shelter of 10% of the total
MUTPE benefit for the 10-year benefit. One of eight possible public benefit categories
[Section 2. 2.946(4)(c)] for scoring points, based on the number of

units dedicated to rental housing that is
Not paid in the West 11t or 6th/7th Trainsong affordable to households at 60% of area
Highway 99 Corridor areas as additional median income at 10 points per unit.
incentive for multi-unit housing. [to be added
in next version of ordinance.]

Rationale: The MUPTE affordable housing fee would generate a local, more flexible source of
funding to support affordable housing not constrained by federal regulations. For example, the
fee could be a source of predevelopment funds to replace HOME funds that are no longer
eligible for that use. Based on the recommendation from the Housing Policy Board Committee.
The fee is preferred over the provision of affordable units within MUPTE projects because:

0 Provision of units would provide a shorter period of benefit when compared to the benefit
periods attained through City affordable housing work. In addition, there could be difficult
displacement issues when the period of affordability ends and the owner raises the rents;

0 Paying the fee is more efficient for all parties. For-profit developers do not have experience
in collecting income documentation. Record keeping, reporting, and monitoring are costly
for owners and City staff.

0 Mixed-income projects are highly unlikely (based on the MUPTE program history from
1989 - 2004, when the City last required an affordable housing component in MUPTE
projects);

0 Eliminates the need to reach agreement on the level of affordability for the units
(percentage Area Median Income), which would be difficult; and

0 Funds collected through fee will leverage other funds in projects.

Additionally, the Committee agreed that the fee could be waived at Council discretion in
existing low-income areas, due to both the economic feasibility implications and the Housing
Dispersal Policy, in that any new housing in that area could be viewed as a public benefit. As a
reminder, the Committee was comprised of Norton Cabell, Morgan Greenwood, Councilor Chris
Pryor, Virginia Thompson, John Vanlandingham, Jacob Fox (HACSA), Kristen Karle (SVDP),
Richard Herman (Metro), and Susan Ban (Shelter Care). The Developer Stakeholder Group
also concluded that an affordable housing fee would be preferable to providing units.

The City has a 20-year property tax exemption for affordable housing (LIRPTE), which the City
of Portland does not currently have. Since 1990, LIRPTE has benefited 1,168 affordable
housing units.

If the potential volume cap of 1,500 MUPTE units is reached, and depending on the number,
size, and value of projects, preliminary estimates indicate that the fee could potentially



generate an estimated one to three million dollars dedicated to affordable housing /
emergency shelter.

8. Local Economic Impact

Draft Ordinance 0ld / Suspended Program

Applicant to provide a plan for meeting the Not a required public benefit.
goal to provide for more than 50% of the
dollar volume of the combined professional
services and construction contracts include
local firms. Alocal firm is one based in Lane
County. [Section 2. 2.946(2)(g)1.]

Applicant must ensure that qualified
Minority and Women Business Enterprises
(MWBE) have an equitable opportunity to
compete for contracts and subcontracts, with
approved applicants encouraged to use
specific practices. [Section 2.2.946(2)(g)2 &

(g)3-b]

Awarded projects must follow wage, tax, and
licensing laws, with specific due diligence
and documentation steps. [Section 2.
2.946(2)(g)3.c]

Awarded projects must post information on
the Rights Assistance Program in English and
Spanish. [Section 2. 2.946(2)(g)3.c.]

As noted in the introduction, failure to
comply with these (and all MUPTE)
requirements may result in an
administrative civil penalty [Section 3.
2.947(8)] or termination of the tax
exemption [Section 3. 2.947(1) through (7)].

Rationale: Construction stakeholder group and Developer stakeholder group recommended
the focus be on firms (rather than employees) because:

0 local firms hire local works as normal course of business

tracking the many workers per project would be extensive

construction workers are transient

local firms have reputation at stake / motivated to comply with laws to increase likelihood
of getting the next job

0 local firms pay local taxes

O o0 O

MWABE section is aligned with the City’s internal practices. Wage, tax, and licensing laws
section based on feedback from Representative Holvey and the Human Rights Commission



subcommittee, with additional input from the City Attorney. Rights Assistance Program added
based on feedback from Human Rights Commission subcommittee.

9. Project Need

Draft Ordinance 0ld / Suspended Program
Projected financials to show the project: Projected financials to show the project:
0 Would not be possible “but for” the tax 0 Would not be possible to build “but for”
exemption [Section 2. 2.946(2)(b)], and the tax exemption.

0 Will not exceed overall average annual
10% cash-on-cash rate of return for the
project with MUPTE for the maximum
period of exemption (10 years).

If the projected overall average annual rate
of return for the maximum exemption period
is:

0 Lessthan or equal to 10% and the
Required Public Benefits are met, then
the project be eligible to receive the
maximum 10-year exemption [Section 2.
2.946(2)(b)1.],

0 Exceeds 10%, then:

A. The term of the exemption will be
decreased by the number of years
necessary to bring the rate of return
down to 10% [Section 2.
2.946(2)(b)2.], or

B. The applicant can propose adding
project elements from the Additional
Public Benefit Criteria to increase the
term of the exemption up to 10 years
[Section 2. 2.946(3)].

Submits with application: 10-year proforma Submits with application: 1 year proforma

and analysis of 10-year return. [to be

referenced in Administrative Rule]

Rationale: As requested by several councilors and deemed reasonable by the Developer
Stakeholder group.



Additional Public Benefit Criteria

Draft Ordinance

0ld / Suspended Program

Applicants have the ability to earn additional
years by providing Additional Public Benefits
in the following three categories [Section 2.
2.946(3)]:

Documented Local Economic Impact
[Section 2. 2.946(3)(a)] The extent to which
the project:

0 Meets the goal established in the Local
Economic Impact Plan (Required Public
Benefit),

0 Demonstrates solicitation of bids from
MWRBE, and

0 Commits to completing certified payroll.

Location
Projects located within:
0 The Downtown Plan Area [to be added
in next version of ordinance],
0 A HUD low-mod income area [Section 2.
2.946(3)(b)],
0 On a brownfield site [Section 2.
2.946(3)(b)], or
0 Projects that include the
redevelopment of a valuable historic
resource [Section 2. 2.946(3)(b)].

Project Features

The extent to which the project

incorporates the following features

[Section 2. 2.946(3)(c)1. through 10.]:

A. Payment of an increased affordable
housing fee,

B. Exceed the Green Building Required
Public Benefit Criteria,

C. Provision of Americans with Disabilities Act
(ADA) accessible dwelling units. [This is
beyond the code requirements. The building
code requires that projects include a
minimum number of ADA adaptable dwelling
units]

Council able to approve exemption for fewer
years. Nothing in the program ordinance
specifies the conditions under which the
Council would limit the number of years.

Documented Local Economic Impact
Not included

Location
Two of eight possible public benefit
categories for scoring points, based on:

— Location within the Downtown Area Plan
at 100 points.

- Historic Sensitivity for any project that is
immediately adjacent or contiguous to a
historic locale shall include a plan to
mitigate impacts to the historic locale.
The plan needs to be reviewed and
accepted by a PDD staff person and have
an accompanying confirmation letter for
25 points.

Project Features
Three of eight possible public benefit
categories for scoring points, based on:

- ADA accessible units in the project at 10
points/unit.

- Homeownership: 50% or more of the
housing dedicated to homeownership at
100 points.

- Parking spaces provided beyond the
number required by the Code (only for
projects within the Residential Parking
Permit Program zones) at 10
points/parking space.




D. Provision of dwelling units available for home
ownership,

E. Inclusion of open space, community gardens,
or gathering space that is accessible to the
surrounding community,

F. Inclusion of ground floor commercial/retail
that addresses a neighborhood need,

G. Design excellence and neighborhood
compatibility,

H. Provision of embedded or structured parking,

[.  Encourage alternative transportation options,
including bus passes, car share, bike share,
bus shelter, pedestrian connections, meeting
LEED v4 ‘Green Vehicle’ Credit Description,
and minimum parking where appropriate,
and

J. Other features identified by neighborhood
through the engagement process.

Rationale: Having additional public benefits provides a flexible menu of options, can enable
higher quality projects, provides ability for a project to be more responsive to needs expressed
by neighborhood, and adds to the public benefits. Project features add cost to project and
benefits to community. Item I. includes green vehicle LEED requirement to cover installation
of electric vehicle charging stations as recommended by Representative Barnhart. Item J.
based on feedback from May and June neighborhood leader outreach to support neighborhood
engagement and neighborhood livability.

OTHER PROGRAM REQUIREMENTS
Financial Reporting

Draft Ordinance 0ld / Suspended Program

During exemption period, project owner Not included

must submit annual accountant-prepared

financial information to evaluate a to-date

cash on cash rate of return for the project

[Section 2. 2.946(4)(d)]:

O Audited financial statements

0 Taxreturns

0 10-year operating cash flow with to-date
rate of return

0 Year 1 to include list of construction labor
residence information (zip codes)

Information submitted by owners to be kept
confidential to the extent state public records
law allows.




Rationale: Used by City Manager to analyze the overall effectiveness of the program and may
be used in the aggregate as part of the Annual Report.

Program Volume Cap

Draft Ordinance 0ld / Suspended Program

Program goal is to assist in the creation of Not included
1,500 new, multi-family housing units
through redevelopment (after adoption of
the 2014 ordinance). [Section 4]

Cap to be reviewed annually by the MUPTE
Review Panel as part of the Annual Report.
At such time that the MUPTE-assisted
number of dwelling units constructed
reaches the cap, council shall conduct a
comprehensive review to determine if
continuation of the program is desired.
[Section 4]

Rationale: Capping the cumulative number of units is aligned with Envision Eugene identified
gap using updated information regarding the 20-year projection for multi-family homes and
land capacity. Currently, there is insufficient demand to warrant a competitive process.
Having an annual cap would unnecessarily limit multi-unit housing redevelopment
opportunities. Program has averaged just under one project per year over the 30 active years
of the program.

MUPTE Review Panel
Draft Ordinance 0ld / Suspended Program
A newly formed MUPTE review panel to The City’s Loan Advisory Committee reviews
provide a third-party review of the MUPTE | the projects financial projections and comes
program for the City Manager including: to a conclusion on whether the tax
e Review of project applications, with exemption is needed.

emphasis on analyzing the project’s
financial projections. [Section 1.2.945(4) &
(13)(b)1.]

e Review applicant’s conformance

with the Required Public Benefits and

any proposed Additional Public Benefit
Criteria and make recommendations
regarding approval/denial of the tax
exemption to the City Manager.

[Section 1. 2.945(4) & (13)(b)1.]

e Assist the City Manager in preparing an
Annual Report on the MUPTE program that
will also cover the program volume cap.
[Section 1. 2.945(13)(b)(2)]




e The Panel will be comprised of eight
members with equal representation from
technical interests and neighborhoods
[Section 1. 2.945(13)(a)]:
- 2 at-large neighborhood
representatives; appointed by the
Mayor
- 2 neighborhood representatives from
the specific neighborhood in which a
proposed MUPTE project is located
- 4 technical interests (such as,
architect/green building, lender,
labor, and developer)

Review Panel members would sign a
confidentiality agreement.

Rationale: Panel composition includes feedback from the May and June neighborhood leader
outreach to support neighborhood engagement.




ATTACHMENT D

Follow-Up Information

Affordable Housing Fee

Why 10% housing fee (and not some other percentage): The ideal fee will a) make a meaningful
contribution to affordable housing/emergency shelter and b) maintain MUPTE’s ability to
lower operating costs by enough to make a project financially feasible, given the other
required public benefits that add cost to the project, such as Green Building. The 10% fee
proposal is based on staff analysis of two past projects and estimates the combined impact of
affordable housing fee and green building requirements to diminish the total tax exemption as
a percentage of hard costs by 60% to 85%. Additionally, staff reviewed the fee in effect from
1989 to 2004, which ranged from $100 - $135 per unit per year. The proposed 10% fee would
be approximately $250 per unit per year (based on 2010 tax data and the projects exempted at
that time).

As the program is currently drafted, part of the MUPTE Review Panel’s role would be analyzing
whether the project can absorb an increased affordable housing fee. In situations with excess
return, the affordable housing fee could be increased.

As has been pointed out at several work sessions, the payment from Core Campus to the City is
estimated to be 20% of the estimated total exemption. (Core Campus’s project is The Hub, a
high-end, 12-story $44 million student housing development at 505 East Broadway.) Itis
important to recognize that the student housing market provides for rental rates far exceeding
that of traditional market rate housing and can, therefore, absorb a payment to the City far in
excess of what could be reasonably accommodated by market rate housing. Additionally, the
process by which the Core’s payment amount was determined mirrors what is proposed:
Core’s payment amount was increased to get the overall average rate of return to Council’s
threshold of 10% or below. The proposed process would have the length of the exemption
reduced until this threshold is met.

The City Attorney has concluded that the City can keep the entire affordable
housing/emergency shelter fee.

30-Year Maintenance Fund
Councilor Zalenka requested additional information on potentially requiring a 30-year
maintenance, repair, and replacement fund.

Not standard in the private market

A funded reserve is only seen in the market for federally funded projects (FHA-HUD) for low
interest rate 30-year fixed financing. HUD requires the fund to ensure that the project will be
in good condition at the end of the financing term. MUPTE projects generally receive five to
ten year financing terms. Additionally, what would happen when the property is sold, which
most are before 30-years? Does the reserve go with the property? No bank will finance a bank
account.



- Length of MUPTE vs. length of maintenance fund
MUPTE is for a maximum of ten years. Most major maintenance is not needed in the first years
of a project. Itis unclear how the City would continue the requirement after the exemption
period is over, which is when the maintenance fund would be most relevant.

- Determining specifics would be labor intensive
Lots of maintenance and repair expenses are replacement and not capital items. Involving the
City in this area would be labor intensive. The list of items to included (e.g. paint, floor
coverings) could be arbitrary.

Clawback

The financial analysis required would be labor intensive or require hiring a third party review
with low probability that funds would be recaptured. The process, as currently drafted, calls for
an annual review of the program including of the individual project financial statements. If/when
those show the market is improving, Council could suspend the program or stop approving
applications. Additionally, successful projects build momentum and encourage additional
investment in the community.

Portland’s MULTE program: If the return is exceeded, the developer must either pay back the
exemption or extend the affordability period by 5 years (extend the length of time that the
required units are rented at affordable rates). The amount is calculated at the end of the 10 years
based on the average. Portland has found that this is one of the program requirements that is
discouraging applications.
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