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Wednesday, April 5, 2023

To:  School Board

From: Mark Sybouts, Business Manager ¢ //Z’C(ﬂﬂ/
RE: Request for Construction Excise Tax Exemption

We have received a request from Nate Palmer for a waiver of Construction Excise Tax for the
Seagulls Rest workforce housing development in Bay City.

Background: Nate and talked about the regular exemption application and came to the conclusion
that this project does not meet the criterion that the School Board set for an exemption from the
construction excise tax. However, the School Board has the authority to grant an exemption based
on the circumstances of this housing project. The project has received approval from the City of Bay
City for property tax exemption and Tillamook County has granted additional concessions and
possible grants for this project. Based on the severe need for housing in Tillamook County and this
housing project for multiple dwellings is within our School District boundaries and due to deed
restrictions could help meet this housing need within our District. Please see documents Nate
provided.

| would recommend approval based on the deed restrictions, other governmental entity approvals
related to workforce housing and that these circumstances were not in existence at the time the
construction excise tax was approved.

Motion needed:

| move to approve construction excise tax exemption for this project based on deed restrictions and
help in meeting the workforce housing need within the District.

Or

| move to reject this request for exemption from construction excise tax.



CITY OF BAY CITY
ORDINANCE 701

AN ORDINANCE IMPLEMENTING A PROPERTY TAX EXEMPTION PROGRAM TO INCENTIVIZE
REHABILITATION AND CONSTRUCTION OF MULTIUNIT RENTAL HOUSING; PROVIDING
ADMINISTRATIVE PROCEDURES FOR COMPLIANCE AND ENFORCEMENT OF THE PROGRAM;
AND ESTABLISHING AN EFFECTIVE DATE

RECITALS

WHEREAS, there is a workforce housing shortage in Oregon, Tillamook County and Bay
City. Many professionals such as teachers and nurses have left our community due to lack of
workforce housing

WHEREAS, House Bill 2377 from the 2017 session of the Oregon Legislature, HB 2377
(2017), enables local government to adopt ordinances that create a property tax exemption
program for eligible rental property; and

WHEREAS, the City Council of the City of Bay City desires to adopt and implement the
property tax exemption program in conformance with HB 2377 (2017).

WHEREAS, Bay City want to incentivize workforce housing in furtherance of Tillamook
County and Bay City’s housing and livability goals.

NOW THEREFORE, the City of Bay City ordains as follows:

Section 1. Adoption. The City of Bay City adopts the foregoing recitals and the property tax
exemption program set out in Exhibit A, which is incorporated into this Ordinance No. 701 by
reference.

Section 2. Severability. If any section, subsection, provision, clause or paragraph of this
Ordinance shall be adjudged or declared by any Court of competent jurisdiction to be
unconstitutional or invalid, such judgement shall not affect the validity or the remaining
portions of this Ordinance and it is hereby expressly declared that every other section,
subsection, provision, clause or paragraph of this Ordinance, irrespective of the portion thereby
declared to be unconstitutional or invalid, be valid.

Section 3. Codification. Provisions of this Ordinance shall be incorporated into the City Code,

oo "o

and the words “ordinance” or “section” may be changed to “code,” “article,” “chapter,”
“division,” or another word, and the sections of this Ordinance may be renumbered or re-
lettered, provided however, that any recital clause and boilerplate provisions of this Ordinance
need not be codified, and the City Recorder is authorized to correct any cross-references and

any typographical errors.
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Section 4. Effective Date. This Ordinance shall take effect on the 30th day after City Council
enactment.

First Reading 9“\*\?’5
Second Reading 5& 1&_3{ l 2

PASSED and ENACTED by the City Council this 14 day of March, 2023, and APPROVED by the

Mayor this 14 day of March, 2023 (E

David McCall, Mayor

Att

Lindsey Gann, City Recorder

Ayes: 5
Nays: jq_j

Abstentions: Q’
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EXHIBIT A

Section 1. Purpose. The purpose of this Ordinance is to incentivize the rehabilitation and construction of
multiunit rental housing in furtherance of the City’s housing goals.

Section 2. Applicability. This Ordinance shall apply within the City’s boundaries.
Section 3. Definitions

Except where the context otherwise requires, the following definitions apply for purposes
of this Ordinance.

(a) “Affordable”. Housing which costs a household no more than thirty percent (30%) of Area
Median Income adjusted to household size.

(b) "Area median income". The Housing and Urban Development Area Median Income for
Tillamook County that is effective as of January 1 of the calendar year in which an applicant
is seeking this property tax exemption.

(c) "Assessor". The Tillamook County Assessor.

(d) "Building". A structure built and maintained for the support, shelter, or enclosure of
persons, motor vehicles, animals, chattels, or personal or real property of any kind. The
word “building” shall include the word “structure”.

(e) “City Planning Department”. The City of Bay City Planning Department.

(f)  "Claim" or "claimed". A unit that was deemed eligible and for which the applicant sought
the property taxexemption.

(g) "Community Development". The Tillamook County Department of Community
Development.

(h) "Dwelling unit". One or more rooms designed for occupancy by one family and not having
more than one cooking facility except facilities designed for camping purposes such tents
and recreation vehicles.

(i) "Eligible". A building or dwelling unit that qualifies under Section 4 of this Ordinance.

(J) "Multiunit rental housing”. For the purposes of this exemption, any structure within
which there are at least three (3) separate dwelling units per property.

(k) "Real Market Value". The real market value as determined by the Assessor.



(m)

1)

2)

3)

(n)

"Rehabilitation". Bringing an existing building, having been occupied for no fewer than
twenty (20) years, up to full compliance with applicable building code and completing all
deferred maintenance. Additionally, the cost of the rehabilitation must exceed fifty
percent (50%) of the most recent Real Market Value of the structure prior to the proposed
improvement.

"Transient lodging" means:

Hotel, motel, and inn dwelling units that are used for temporary overnight human
occupancy.

Spaces used for parking recreational vehicles or erecting tents during periods of
human occupancy; or

Houses, cabins, condominiums, apartment units or other dwelling units, or portions
of any of these dwelling units, that are used for temporary human occupancy.

“Unclaimed”. An otherwise eligible unit for which the applicant did not claim the property
tax exemption.

Section 4. Eligibility and Duration of Exemption.
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(a)

(b)

An applicant may apply for this exemption for new construction or rehabilitation which is
completed after adoption of this Ordinance. If determined to be eligible, the property tax
exemption shall apply in the first property tax year after the receipt of a Certificate of
Occupancy for the subject building.

Only those dwelling units with rents which are affordable to households earning one
hundred twenty percent (120%) of the Area Median Income shall be considered eligible for
the property tax exemption.

(1) An applicant may choose to omit an otherwise eligible dwelling unit from
the exemption program. An omitted unit shall be referred to as “unclaimed.”

However, no more than twenty percent (20%) of the total units located in or on the
subject property shall be omitted via this mechanism.

(2) An applicant may not claim or unclaim new units for this exemption once an
application has been approved and the first property tax year of the approved
exemption has begun, unless the City Planning Department, in conjunction with the
Assessor, determines that unforeseen circumstances necessitate the change. Tax
statements shall be adjusted, including adding previously exempt property taxes as
required, according to any changes in eligibility made as a result of this subsection,
to be assessed on the next property tax year.




(c) The percentage of units which claim the exemption as compared to the total number of
units in or on a subject property, rounded down to the nearest ten percent (10%), shall
determine the duration of the exemption according to the following schedule:

Minimum % of Eligible Units Years of Exemption
10% 1
- 20% 2
30% 3
40% 4
50% 5
60% 6
70% 7
80% 8
90% 9
100% 10

(d) Eligible rental property may not receive an exemption on the basis of rehabilitation more
than once.

(e) Any limits on rent pursuant to this Ordinance shall expire on the first property tax year
after the exemption expires.

(f) If this Ordinance is repealed, any property that has been granted an exemption under this
Ordinance shall continue to receive the exemption under the provisions of this Ordinance
for the period of time for which the exemption was granted.

Section 5. Rent Limits.

(a) The maximum monthly rent for a claimed unit shall be equal to or less than the maximum rent
that is affordable to households earning up to one hundred twenty percent (120%) of the area
median income adjusted to household size.

(b) The average rent of the claimed units shall not exceed the average rent of the same units rented
at a level affordable to a household making one hundred percent (100%) of the Area Median
Income.

(c) Any utilities separately charged from the landlord to the tenant shall count toward the
maximum monthly rent. Utilities for which the tenant is solely responsible, or for which the
landlord does not separately charge the tenant, shall not count towards the maximum monthly
rent.

(d) An applicant seeking this exemption on the basis of rehabilitation, which has received State or
Federal funding and, as a condition of securing said funding, limits rents to those affordable to
households making eighty percent (80%) or less of the Area Median Income at the time of
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higher than the rent limit to which they were previously bound, for the duration of the property
tax exemption. '

Section 6. Additional Rules.

(a) All rents and rent limits shall be rounded to the nearest dollar for the purposes of determining
compliance.

(b) Claimed units shall be prohibited from being converted to any form of transient lodging for the
lifetime of the building.

(1) Property owners shall record a legally binding covenant with the County Clerk identifying
units for which the property tax exemption was claimed and prohibiting them from future
usage as transient lodging.

Section 7. Application Process.

(a) The City Planning Department shall provide exemption application and annual renewal forms
which are required to be filed timely.

(b) If the County has also adopted an ordinance or resolution to enact a similar exemption program,
then the applicant may choose which program to apply to.

(c) The applicant must be the owner or lessee of the eligible rental property to which the
application relates.

(d) The applicant shall pay an application fee as established by resolution of the Bay City Council
which fee will be determined to compensate the City for the actual costs of processing the
application.

(e) The applicant must submit an application renewing the exemption each year for the duration
of the property tax exemption using the form prescribed by the City.

(1) This renewal shall not require a Resolution by the Bay City Council but shall be
recorded by the City Planning Department.

(f) Upon receipt of an application, the City Planning Department shall determine, as soon as
practicable:

1) Whether the subject property falls within the boundary of the Bay City limits or the Bay
City Urban Growth Boundary.

2) The date on which the rehabilitation of construction of the subject property was or will
be completed.



3) The date on which the subject property was first offered for residential occupancy.

4) The rent charged for each unit of the subject property and whether the rent meets the
requirements of this Ordinance.

(8) An application for the property tax exemption must be filed on or before March 1 preceding the
property tax year to which the application relates.

(h) Notwithstanding paragraph (g) of this subsection, an application may be filed under this section
for the current property tax year:

1) On or before December 31 of the property tax year, if the application is accompanied by a
late filing fee of the greater of $200 or one-tenth of one percent (0.1%) of the real market
value as of the most recent assessment date of the eligible rental property to which the
application relates.

2) On or before April 1 of the property tax year, if the applicant is accompanied by a late filing
fee of $200 and the applicant demonstrates good and sufficient cause, as defined in ORS
307.162, for failing to file in a timely application or is a first-time filer, as defined in ORS
307.162, of an application under this Ordinance.

(i) An application may be filed as provided in subsection (h) notwithstanding that there are no
grounds for hardship as required for late filing under ORS 307.475.

(i) Alatefiling fee collected under subsection (h) must be deposited in the general fund of the City.

(k) If any eligibility determination made under this Ordinance renders the property ineligible for
the exemption, the application shall be rejected and the rejection may not be appealed.

(1) If the property qualifies for the exemption and the application meets the requirement of this
Ordinance, the governing body shall on or before April 1, adopt a resolution:

1) Approving the application; and
2) Notifying the County Assessor and providing all information necessary for the County

Assessor to perform the assessor’s duties with respect to the eligible rental property.

Section 8. Reporting and Enforcement.

(a) City Planner shall track active property tax exemptions under this Ordinance, including the
duration as well as all units of the affected buildings, their eligibility and claim on the exemption,
and their rents.

(b) As soon as practicable after January 1 of each year, the City Planning Department shall




b. Notify each owner or lessee of eligible rental property granted an exemption pursuant
to this Ordinance for the immediately preceding property tax year of the determination,
and,

c. Publish the determination on the City’s website.

(c) Any activity which the City Planning Department deems to have violated the terms of the
property tax exemption and in which the City Planning Department has exhausted all notice
requirements required by this section shall result in a recommendation to the Assessor to
terminate the exemption; the Assessor shall make a final determination and act accordingly
without right of notice or appeal of the applicant.

(1) Exemptions terminated via this process will be responsible for paying property taxes
previously exempted according to ORS.

(d) As soon as practicable, but no later than fourteen (14) days after the rent thresholds are
published, all property owners receiving the exemption shall file an application to continue the
property tax exemption with the City Planning Department.

(1) Failure to apply within fourteen (14) days shall result in written notice to the owner.

(2) Failure to apply within twenty-eight (28) days shall result in immediate termination of
the exemption according to Section 8(c).

(e) Property owners who receive the exemption must prove written notice to all tenants at the
time of the lease that their unit is rent limited and provide contact information for the City
Planning Department.

(1) City Planning Department shall provide the requisite language and shall have forms
available at the City Planning Department office for this purpose.

(f) Any change in rents on claimed units shall be reported to the City Planning Department no later
than one (1) week before the change in rent is due to take effect.

(1) Any changes in rent must continue to comply with Section 5 of this Ordinance.

(g) If at any time the rent of an individual claimed unit exceeds the limits set forth in the published
rent limits, ort if the average rent of all claimed units exceeds the average rent limit, the City
Planning Department shall notify the landlord with a written notice.

(1) Failure to adjust the rent below the individual unit limit within fourteen (14) days of
notice shall result in termination of the exemption according to Section 8(C).



(i) Theassessment and tax rolls shall show “potential additional tax liability” for each eligible rental
property granted exemption under this Ordinance.

(i) The above subsections notwithstanding, no part of tis Ordinance precludes a property owner
from adjusting rents on a given claimed unit.
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Seagulls Rest — Executive Summary

12 Unit Multifamily Workforce Housing Development - Bay City, Oregon

Housing Overview

e Six duplex-style buildings, for a total of twelve units. All units are 2 Bedroom and 1.5 Baths.

e  Workforce housing commitment. A median income household in Tillamook can afford these units.
Units priced at 100% AMI with a 10 year commitment. This income segment is underserved.

e Each unit provides a garage parking space as well as an additional driveway parking space.

e All units are well-sized at 800 sqft, with in-unit laundry and private patios.

e Provides a large communal backyard area - increasing the community-centered aspect of the
development, while still providing individual separated living spaces with very few common walls.

e Across from the city park - with basketball and tennis courts, skate park, and playground equipment

e A high intensity residential development is well-suited on this parcel as it is in the North High
Intensity zone in Bay City.

Partnership Background

e Scott Imholt is a general contractor and developer, living in Nehalem Oregon for 25 years, as well as
an investor in Seagulls Rest. He has completed 7 multi-unit housing ground up construction projects
between 2-8 units. Scott has a 30+ year career as general contractor, with the majority of
construction in Tillamook County.

e Nate Palmer is developer and investor in Seagulls Rest. Nate has 14 years of experience in housing
development from multifamily, commercial, and single-family rental investment experience in New
Jersey and Manzanita. Nate has a 20-year career in banking and is a residential and commercial
lender for First Republic Bank. Scott and Nate are currently working on a 26-unit single family home
development in Manzanita, and they have maintained a business a partnership for the past 8 years.

Development Philosophy and Goals

e Promote an environment for long-term tenancy
o Our first and foremost goal is to provide a high-quality workforce housing development
where residents want to stay long-term; If the residents are happy, they will want to stay. To
achieve this, we must promote tenant satisfaction and well-being. Occupants desire their
own private space, but still be a part of a vibrant community. The remaining goals below
support this greater and overarching goal - We want long-term and happy residents.
e Build a vibrant community
o Alarge common area open space encourages community building, while still providing
residents of the units many privacy features of a single-family style home, such as separated
entrances, individuals garages, and outdoor patios.
e Instill pride in their home
o Each building appears more like a traditional single-family home with a 2—car garage. This is
one of many features to inspire residents with a sense of pride in their residence.
e Affordable to the average citizen
o Workforce housing is workforce priced. This is greatly needed on the Oregon Coast. Our goal
is to design a financially feasible development but not compromise on the livability of the
development.
e Design housing for a wide variety of applicants
o By providing more parking than what is required and by providing well-sized 2-bedroom
units, we believe we expand the potential rental pool of future Bay City workforce housing
citizens and families.



Valuation Analysis

Valuation Gap

Untrended

Stabilized

Maturity (Trended,

(Trended)

NTM)

Cost/Valuation Gap Year 1 Year 3 Year 10

Net Operating Income 162,334 172,220 238,796

Implied Cap Rate 6.00% 6.00% 6.50%

Cost 3,267,993

Value (w/o tax abatement) 2,705,562

Value (includes 10y Tax abatement) 2,960,518 3,125,287 3,673,790

Tillamook Grant (3.3k/Unit) 40,000

Cost vs. Value Gap (267,475)

Loan Request Per Unit Total (S)

Total Loan Request 150,000 1,800,000

Term 10 Years

Interest Only 2.0 Years

Amortization 30 Years

All-In Rate 5.95%

Annual Debt Service (Interest Only) 107,100

Annual Debt Service (Amortizing) 128,809

Loan Ratios ’ Untrended ’ Stabilized Maturity (Trended,
(Trended) NTM)

Return on Cost ‘ 4.97% ‘ 5.27% 7.31%

Majority of funding for this project is coming from the partners on the project, along with 1.8MM in
private bank funding. As the rents are below market, there exists a valuation gap between the total
project costs (land, soft costs, hard costs, etc.) and the valuation based upon investor/appraisal opinion.

Part of this gap will be filled once Bay City adopts a look-a-like ordinance to Tillamook County’s multi-
family 10-year tax abatement ordinance. In addition, Tillamook County has earmarked $40,000 in

funding towards the project.

There still exists a gap of $267,475.

Some specific items in the total cost budget can be identified for potential funding assistance.

1. Sidewalk — Bay City requires a 5’ sidewalk along the 3 sides of the property per zoning code. This
sidewalk has a public benefit beyond the residents of the development itself. As the project is
located in the heart of Bay City commercial zone, it is anticipated that it will be used extensively.
This cost is currently budgeted at $55,000.

2. System Development Charges (SDC’s). SDC’s are assessed per dwelling unit no matter the size of
the unit. A 6,000 sqft home would incur the same SDCs as a 800 sqft home. These six duplex
buildings will be assessed 12 water and sewer SDC fees. This works out to $203,700.

3. Electrical Connection Fee — Estimated at $30,000

4. Building Permits — Estimated at $45,000

Overall, our hard + permit cost building budget is $215/ft, which is very reasonable given the increasing
costs for labor and materials nationwide.
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