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Today’s Meeting

Introductions
. Seattle Department of Construction and Inspections Team

. Office of Emergency Management
. Alliance for Safety, Preservation and Affordability (ASAP!)
. Attendees

Goal: Identify Preferred Funding Strategies

. Develop Workplan for Funding Toolbox
. Review NDC Recommendations
. Sub-groups or Monthly topics

Next Steps
. Monthly and Quarterly Meetings

. 3/14 Memo & Tentative Council Briefing

QN Seattle Department of
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Introductions

Seattle Department of Construction &
Inspections:

Office of Emergency Management

Alliance for Safety, Preservation, and
Affordability (ASAP!)

QN Seattle Department of

3|} Construction & Inspections



Attendee Introductions

Historic
Preservation

° N ame | Tax Incentives

* Organization
* Funding Skillset (Philanthropy,
Investments, Grants, Finance & Lending,
Tax Credits, etc.)
* Any Preferred Funding Strategies. Pk

ASSISTANCE

DisasterAssistance « gov

A ROADMARSIC
RESILIENCH
INCENTIVIZATION

-

CPACE for Seismic Strengthening sociat

In stotes where the requisite PACE legislation has been passed. Commercial Property Assessed Clean

FEMA expands funding for
resilience projects

$1 billion

Available funding for Building Resilient
Infrastructure and Communities (BRIC)
program, Fiscal Year 2021

$500 million
BRIC program,
Fiscal Year 2020
funding

$56 million

Predisaster Mitigation Program,
on average from 2009-2016
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Proposed Timeline

4R Seattle Department of
' Construction & Inspections

Plan for
Funding
Options

Draft Tech
Standard

Spring
2023

Finalized Tech
Standard

Develop

Retrofit Menu
Costs & Benefits
(Bolts+, Sub Alt,
Living Building)

Funding
Options Aligned
with Menu

Finalize

Retrofit Menu
Costs & Benefits
(Bolts+, Sub Alt,
Living Building)

Fallf
Winter

2023

Winter/
Spring

2024

Streamline
Regulatory
Review

Physical and
Economic
Displacement
Mitigation

Process,
Resources,
Timelines

Defined

Ordinance
Adopted

Assessments
Begin




Resolution 32033

Yolanda Ho
LEG URM Retrofit Program RES
D2

1 | WHEREAS, the City funded a report by the National Development Council, released in May

* Provide building owners access to

2 2019, on potential financing and funding mechanisms for seismic upgrades, which

fl Nancia I SuU p p o rt 3 estimated total costs for retrofitting privately owned URMs to be $1.28 billion; and

4 | WHEREAS, in 2020, the Washington State Legislature passed and the Governor signed into law

e Near-term investments in seismic

5 House Bill 2405, which established a voluntary commercial property assessed clean
. . . ’
retrOfItS WI” CcO ntrlbUte tO Seattle S 6 energy and resiliency (“C-PACER”) program that may be used to finance energy
e CO n O m iC re Si I ie n Ce a S it recove rS 7 efficiency and seismic retrofits for commercial and multifamily buildings: and
8 |[WHEREAS, on November 16, 2021, the King County Council adopted the framework for a C-
from COVID.
9 PACER program, authorized by Revised Code of Washington Chapter 36.165, and the

™ N atio Nna | Deve | 9) p me nt CO un Ci I Re po rt 10 program is anticipated to begin accepting applications in early 2022; and

. 11 ||WHEREAS, the City recognizes that the greatest barrier for building owners is the cost of the
* Estimated costs $1.28B

12 seismic retrofits and that many building owners will need support accessing financial

o C- PACER 13 assistance for the program to be successful; and

14 ||WHEREAS, near-term investments in seismic retrofits will contribute to Seattle’s recovery from
15 the economic impacts of the Coronavirus Disease 2019 (“COVID-197) crises and make

16 Seattle more economically resilient in the long term; NOW, THEREFORE,

(ﬁﬁ Seattle Department of

Construction & Inspections



Nisqually Anniversary

PNSN ShakeMap : 16.9 km (10.5 mi) NE of Olympia, WA
Feb 28, 2001 10:54:32 AM PST M 6.8 N47.15W122.73 Depth: 51.9km ID:10530748

475

47"

K Seattle Department of
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86% chance of experiencing another

M6.8 in the next 50 years.

PERCENVED | Not fet | Weak | Ught [Moderate| Strong |Very strong| Severe

POTENTIAL none | none | none |veryiignt| Light | Moderate |Mod Heavy
PEAK ACC.(%g) | <0.05 03 28 62 12 2 40
PEAK VEL{em/s) | <0.02 0.1 14 47 9.6 20 41
WSTRUMENTAL [~ | | Jll | IV | V| VI it |




Retrofit Costs & Market Value

Table 4: Prototype URM Building Example

Assumptions

Building size: 3 stories; 22,000 square feet

Building use: Mixed Use: Ground floor commercial with
20 residential units above

Retrofit type: Bolts+

Hard Costs $400,000
Sales Tax (10.1%) 40,400
Hard Costs Contingency (10%) 544,040
Total Hard Costs $484,440

Soft Costs (15%) 572666
Soft Costs Contingency (10%) 57267
Total Soft Costs £79933

Total Construction Expenses $564,373
Commercial’ L5B.667
Residential® $19,240
TOTAL (Including Relocation) $642.280

Construction Cost per SF $25.65

Total Cost per 5F 2919

L Estimated at §20,000 per unit mowing cost; typlical commercial unit size of 2,500 5F.

) ‘We aszume some wsage of Seattle’s Tenant Relocation Assitance Ordinance (TRAD). In this
case, we assume 25% of residential units quality for relocation assistance of $3, 848 per TRAD
reguirements.

N Seattle Department of
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Unreinforced Masonry is Only the First Step

Most coastal California cities addressed their URM problems between
the 1980's and early 2000's and have therefore moved beyond URMs
to address other vulnerable building types. After URMs, mandatory
retrofits of soft-story buildings and non-ductile concrete buildings are
becoming increasingly common. Other vulnerable building types that
jurisdictions are beginning to address include concrete tilt-up and steel

moment frame.

Seattle Department of

Construction & Inspections

Key Takeaways from Program Review:

Mandatory Retrofits and Consistent Enforcement Are Critical
URM mitigation programs are most effective when retrofits are man-
datory, and cities consistently enforce deadline compliance. In 2006,
the Seismic Safety Commission of California surveyed 260 URM loss re-
duction programs throughout Seismic Zone 4+ Of these programs, 39
allowed voluntary retrofits and their average rate of retrofit was 16%.
When you compare that to the 70% average rate of retrofit across the
134 mandatory retrofit programs, it is clear that voluntary retrofit pro-
grams have historically been ineffective. Several cities we explored had
created mandatory retrofit programs but then lacked when it came to
enforcement. As a result, their seismic retrofit programs became stag-
nant as some property owners chose not to perform mandatory retrofits
because they felt there would be no repercussions. A January 2019 ar-
ticle in the LA Times noted the number of cities in California without a
mandatory requirement or no strategy.* The article also noted that “San
Jose, California’s third-largest city, doesn't even know where its vulner-
able buildings are located, but it has applied for a grant to create an
inventory.” As a result, making retrofits mandatory, remaining diligent in

efforts the timeline, and -
ately penalizing non-compliant property owners are three fundamental
components of a successful URM program.

Unreinforced Masonry is Only the First Step

Most coastal California cities addressed their URM problems between
the 1980's and early 2000's and have therefore moved beyond URMs
to address other vulnerable building types. After URMs, mandatory
retrofits of soft-story buildings and non-ductile concrete buildings are
becoming increasingly common. Other vulnerable building types that
jurisdictions are beginning to address include concrete tilt-up and steel
moment frame.

Staff a Programmatic Effort

Itis beneficial to have internal and external relationships to direct the
various URM program needs in order to streamline the URM effort and
help navigate property owners through the retrofitting process. Berke-
Ley, Oakland, and Salt Lake City expressly recognized the value of hav-
ing at least one full-time employee devoted to overseeing their URM
retrofit efforts, managing their financial assistance program(s), and aid-
ing URM owners throughout the process.

FEMA Grants Are Important Resources
but Challenging to Navigate
Whether building safe rooms in tornado-prone Oklahoma or fortifying

resiliency efforts is very prevalent. Three of the cities reviewed currently
operate seismic retrofit programs that use FEMA grant funds. Berkeley
and Oakland's retrofit programs are funded through FEMA's Hazard Miti-
gation Grant Program, which requires a Presidential Disaster Declaration.
Salt Lake City’s ‘Fix the Bricks’ retrofit program relies on FEMA's Pre-Di-
saster Mitigation Grant Program. It is important to note however, that
FEMA Mitigation Grant programs are project-based by design, and not
structured for ongoing programmatic funding. As a result, the maximum
resultis to gradually address the problem of a large vulnerable inventory.

Among the cities that use FEMA grants, many expressed frustration
navigating the FEMA grant process. City officials in Berkeley and Oak-
land who manage the retrofit programs suggested that FEMA's grant
requirements are not always pragmatic and there is often a disconnect
between the documentation that FEMA requests and what the city is
able to provide. Salt Lake City expressed similar concerns but suggested
that their biggest hurdle is the gap between funding cycles which occa-
sionally leads to construction delays and frustrated funding recipients.

Private Loans or Self-Financing is Common

Nearly all URM retrofit programs that have been completed o are still
in progress have created some form of publicly-sponsored financing
program. Although the size, structure and scale of each URM program
varies by city, the motivation to provide public financial assistance re-
mains consistent: to support wide-scale retrofit needs and provide relief
to property owners that cannot afford seismic upgrades. While some
URM owners have undoubtedly benefit from public support, most URM
retrofit financing is done privately through commercial Loans o inde-
pendently financed by the property owner.

Cities Tend to Prioritize Residential Buildings

In Seattle’s URM inventory, there are 309 buildings used only for com-
mercial purposes, 175 buildings used only for residential purposes, and
127 buildings that serve both residential and commercial functions.
While commercial-use URMs represent the largest portion of the in-
ventory, residential properties still make up 19% of the city’s total URM
square foot area. Several jurisdictions that have implemented a seismic
retrofit program have placed a higher urgency on residential properties
compared to commercial buildings. Some cities even go so far as lim-
iting the use of their financial incentives to residential properties. For
example, Berkeley and Oakland excluded commercial property owners
from their transfer tax rebates, and Salt Lake City's Fix the Bricks’ pro-
gram only offers grants for residential properties, despite FEMA having
no such i on their grants.

homes for hurricanes in Florida, the use of FEMA dollars for pre-di

omméssion. “Status

4 G y
S Linil R (2019, January 17). buik

o 5 * S5C 2006-04, 9 Nov. 2006,
pt ger. LA Times.
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Policy Committee Recommendations- 2017

URM Funding Options

Public/Non-Profit Ownership

Private Ownership

Federal grants

General obligation bonds

Levy

10% Federal rehabilitation tax credit

10% Federal rehabilitation tax credit

Tax abatement

Tax abatement

Revolving loan fund

Revolving loan fund

s |s this a legal funding source?

s Does it provide a significant level of funding?

& Is this a new source of funding or does it instead redirect funds from another source?

* |5 this easy for property owners to use?

s Is this easy for the City to administer (if applicable)?

s Do all building owners have eqgual access to this funding source?

s Are there factors to consider that will increase or decrease the impact of this funding source
(e.g., is this dependent on tax revenue or subject to federal government funding cuts)?

Local Improvement Districts (LIDs)

Local Improvement Districts (LIDs)

Transfers of Development Rights

Transfers of Development Rights

Architecture and Engineering grants &
resources

Architecture and Engineering grants &
resources

Building owner contribution

Building owner contribution

Funding to educate building owners

Funding to educate building owners

The committee was also cognizant of the need to present funding options that are, at least in part,
currently available instead of relying too heavily on funding sources that could be developed in the
future. For example, committee members discussed the possibility of low-interest loans from local

Seattle Department of

Construction & Inspections

Recommendations from the
Unreinforced Masonry Policy Committee
to the City of Seattle!?

Background

The city of Seattle’s Department of Construction and Inspections (SDCI) is considering a mandate for all
unreinforced masonry (URM) buildings to undergo a seismic retrofit to reduce the risk of Injury and loss
of life in the case of an earthquake. Unreinforced masonry buildings are typically multiple-story, red:
brick structures found in many of the city's oldest neighborhoods and commercial centers. URM
buildings are known to be unsafe in the case of an earthquake as they are built without steel
reinforcement or sufficient structural connections between the building’s walls and other structural
elements. A seismic retrofit can significantly reduce a URM building’s risk of collapse in the event of an
earthquake. Collapsed buildings can endanger the lives of the building's occupants and nearby
pedestrians, block public rights-of-way for emergency response, and delay overall recovery from the
earthquake.

Why is a URM policy necessary?

The primary reason the ity of Seattle is pursuing a URM retrofit policy is public safety. Earthquakes in
1949 and 1965 significantly damaged URM buildings In Seattle. The 2001 Nisqually earthquake again )
underscored the vulnerability of URM buildings, as two-thirds of the buildings the City determined Fund |"g |
unsafe after the earthquake were URM buildings. Seattle is the only city in the country to have )3
experienced URM building damage from 3 different earthquakes in 73 years U RM

E |
Experts believe the chance of a damaging earthquake in the Puget Sound region in the next thirty years Retrod t:
is significant. In addition to a repeat of damaging deep earthquakes such as those experienced in 1949, 4
1965, and 2001, Seattle potentially faces much stronger shaking from shallow earthquakes originating
from the Seattie Fault or longer duration earthquakes originating from the Cascadia Subduction Zone. Report to
Damage from g t id be greater than deep and could City, of Seattle
disproportionately affect seismically-weak structures, such as unreinforced masonry buildings.

from National
Anather objective of the URM policy is to preserve the historic and cultural character and the economic Development
vitality of many of the City’s most vibrant neighborhoods. Without proper protection, many of the Council

historic buildings and landmarks that define a or community are pt damage Mar

from an earthquake. Additionally, initia inferences are that URMs are located in many neighborhoods
where communities of color ive and work, where languages other than English are spoken, and where

local businesses serve the A s economic y may be delayed by the
cleanup of debris from earthquake-damaged buildings.




Financing & Incentives for Building Owners

FIG 2: COMPARISON OF FINANCING ALTERNATIVES FOR SEISMIC IMPROVEMENTS

Term 30 Year 25 Year 30 Year 30 Year 35 Year 20 Year 20 Year
Type Public Debt Public/Private Bonds or Loans Public Sale Bonds Private Placement | Private Placement Public Loan Private Loan
City's Balance Shest Impact Yes None None Mone Mamne MNOME Mone
Estimated Interest Rate 365% 6.55%8 4.95%* 5089 W 4.93% 315% 1 5 .50%Y
Estimated Annual Repayment* 546,824 857672 554,692 552171 38,879 343,709 555,415
1 Assumes leg: to T Aih Taxable Rates as of 05/13/201%. The rates are based on the scale of the City of Seattle Limited Tax General
be repaid fro md Obligation Improvement Bonds, 20188
priorities. LOCATION 8 Indicative Rate. Assessmient created to repay debt which could be from a public or private source. Typically a higher
3 Requires legi \ e rate than private bank financing.
from additior MARKET ki BEB Special Tax Scale as of 5/%/2019. The actual rate is based on the size and diversity of the district.
3 Fbequi!'es ale \ aly 10 BEB COPs 30-Year taxable rate as of 5/13/2019. The actual rate is based on characteristics of the conduit lender_
henciitinga: AGE 1 Tax-exempt financing through WSFC Private Activity Bond Program. Rate reflects an average over 2018 - present.
\) = 1z Fixed Rate Debt Based on Recent HUD Bond Debenture. Generally estimated at 10-YR Treasury + .75 bps.
CONDITION — 13 Estimate from recrent project financings and lender interviews.
A ROADMARTO / 14 Assuming the prototype project amount is 364.2.279 with a single borrowing.
FEs L A)es IMPROVEMENTS -
INCENTIVIZANON / P 5 t R k
° rori ankin
=il NEIGHBORHOOD Y 8

e Supporters?

\g | e Opponents?
<IER NS * Needs

N Seattle Department of

onstruction & Inspections



Federal Grants

Federal grants — Grants that can be used for the seismic retrofit of public and non-profit owned

buildings are periodically available from the Federal Emergency Management Agency (FEMA), the
Community Development Block Grant (CDBG) program through the U.S Department of Housing and
Urban Development, or provided as part of the Community Reinvestment Act. Grant funding for
privately-owned buildings may be available under special circumstances. For example, the City received
a one-time FEMA grant to fund the seismic strengthening of single-family, low- to moderate-income

hG mes. FNIGT T DESIGN GRANT CONSTRUCTION GRANT MAXIMUM
MAXIMUM SIZE SIZE
* Non-Ductile Concrete $10,000 (cap at 75% of  $25,000 to $150,000 (Cap at 40%
« Tilt-up and other RWFD Design Costs) of Construction Costs)
. » Soft Story 5+ residential units, non-
G ra nt 2 . $6 M residential, and hotels/motels $5,000 (cap at 75% of $25,000 to $150,000 (Cap at 40%
Design Costs) of Construction Costs)
* Unreinforced Masonry
Soft Story 3-4 residential units 3510‘00 (cap at 75% of $15,000 tq $20,000 (Cap at 40% of
CITY OF B ER KELEY Design Costs) Construction Costs
Other Wood-Framed Buildings $10,000 (cap at 75% of  $25,000 to $150,000 (Cap at 40% ° P riO r|ty R an kl n g
5+ residential units Design Costs) of Construction Costs)
* Supporters?
CIARTAr o H
giﬁg Other Wood-Framed Buildings $5,000 (cap at 75% of i‘ 5.000 l? $6g,000)(()ap at40% of p p
- =] : 3-4 residential units Design Costs) onstruction Costs
UW FEMA * Opponents?
i e
*The maximum Construction Grant size for any project cannot exceed 75% of the permit valuation or actual retrofit e N ee d S
costs, whichever is lower. Grant maximums for each building type vary according to demand, occupancy, and square
footage. If a seismic code enforcement case is open for the building, grants will be capped at $25,000.

\ Seattle Department of

' Construction & Inspections



General Obligation Bonds

General obligation bonds — Unlimited tax general obligation bonds are voter-approved municipal bonds
secured with the obligation of the City to use available resources, including tax revenue, to repay the

debt. General obligation bonds could be used to fund a city-administered retrofit funding program. WHAT YOU SHOULD
General obligation bonds must be approved by 60% of voters. Know Asout
UNREINFORCED
- - - MASONRY BUILDINGS
| DoEs THE CiTy HAVE FUNDING TO contamlng. aﬁt_::rdable housing. Bunf:ilngs @
AsSIST OWNERS WITH THE RETROFIT that contain highly affordable housing may

be eligible to apply for loans whose interest
and principal is deferred. The remaining

OF THEIR UMB BUILDINGS?

SAN FRANCISCO

Yes. In 1992, San Francisco voters $200 million can be used to retrofit all other e vt
: : TP types of UMB’s. These loans carry an BUILDING INSPECTION
authorized the issuance of $350 million in P 'S carry F——
. interest rate of 8.5%. All seismic safety o Sfoman O

bonds to make loans available to UMB :
loans are fully amortized over a 20 year term. s

owners. $150 million is set aside for low
interest loans (2.5%) to retrofit buildings

In exchange for a low interest or deferred

loan, the borrower will be required to enter o
into a regulatory agreement with the City to
ensure that the retrofitted units remain
affordable to and occupied by persons who * Opponents?
are low income. * Needs

Priority Ranking
e Supporters?

( \ Seattle Department of

\3]IV Construction & Inspections



Levy

Levy — A levy consists of a voter-approved increase in the money collected annually from each property
owner. The levy is based on a percentage of the value of home and privately-owned land, and only
affects properties inside the city limits. Funds raised through a levy could be used for a city-administered
retrofit funding program. A levy must be approved by 50% of voters.

* Priority Ranking
e Supporters?

* Opponents?

* Needs

N Seattle Department of

' Construction & Inspections



10% Federal Tax Rehab Credit

10% Federal rehabilitation tax credit — This existing federal tax credit allows users to write off 10% of
eligible construction costs for retrofits. The tax credit applies to any non-residential building built before
1936 and does not require a formal review process if the rehabilitation is for a non-historic building. The
right to the tax credit can also be sold by the owner. A similar 20% tax credit is available to certified
historic structures that are either listed or eligible for listing on the National Register of Historic Places or
a contributing building to a National Register historic district. A certified historic structure may also be
considered a Seattle landmark building.

\ Tax Credit
\ Workshop

* Priority Ranking
e Supporters?

* Opponents?

* Needs

| ACADEMY

\ Seattle Department of

' Construction & Inspections



Tax Abatement

Tax abatement — Tax abatement consists of the reduction or elimination of property taxes for a
designated period of time. For the URM policy, URM buildings would be granted short-term property tax

abatement and property owners could use those monies to help fund a seismic retrofit. This change
would require a change in State law.

* Priority Ranking
e Supporters?

* Opponents?

* Needs

\ Seattle Department of

|V Construction & Inspections



Revolving Loan Fund

Revolving loan fund — A revolving loan fund creates a central fund through which multiple loans are
made to borrowers. Through regular repayments of the original loan, borrowers replenish the central

fund. A URM revolving loan fund could initially be funded through an endowment or through a Amended Notice of Funding
Opportuni
partnership with lending institutions. proriun™

On Dec. 20, 2022, FEMA released the
Notice of Funding Opportunity
(NOFO) making available $50 million
for the new Safeguarding Tomorrow
RLF program.

FEMA’s Safeguarding Tomorrow Revolving Loan Fund Program
On Jan. 27, 2023, FEMA amended its

Project Proposal List Intended Use Plan b e L s

; Disbursements i ‘
Entity Provides Public Notice to Solicit Entity Provides for Public A Entity ) /‘\ to the STORM Act, including
Local Government Projects Comment and Review — 10% Match R:"::I':i!'"g -.- .-.- exparjded eligibility to t.erritor.ies and
Loan Fund certain federally recognized tribes.
(At |east 6-weeks before submission (Timeline determined by entity, — . . Learn more.
and must be documented in but must be documentad in the S — Loan
FEMA Announces grant application) grant application) Capitalization Entity 24 Months to E— Local Application period:
NOFO Grant (State/Tribal Government) Make Initial Loans By Government Feb. 1 - April 28,2023

FEMA Oversight available on Grants.gov.

* Priority Ranking
e Supporters?
 Opponents?

* Needs

\ Seattle Department of

’ Construction & Inspections



Local Improvement Districts

Local improvement districts (LIDs) — By forming a local improvement district, a group of property
owners can share in the cost of infrastructure improvements. LIDs could be used to finance retrofits, but

would need to comply with City regulations for LID formation, assessment and administration.

* Priority Ranking
* Supporters?

* Opponents?

* Needs

\ Seattle Department of

' Construction & Inspections



Architecture & Engineering Grants & Resources

Architectural and engineering services grants and resources— The City would provide funding for
building owners to access architectural and engineering services in support of a building’s retrofit

design.

* Priority Ranking
* Supporters?

* Opponents?

* Needs

QK Seattle Department of

w9|])Y Construction & Inspections



Transfer of Development Rights (TDR

Transfer of development rights (TDRs) — This strategy allows buildings in designated areas to sell the
potentially developable “air space” above the building to purchasers who can use the additional floor
area to increase the density of their development in another area of the city. TDRs could help building
owners generate funding for URM retrofits while maintaining their building’s historic character.

URM Retrofit Credit Proposal and Working Group Recommendations

The presence of over 1,100 unreinforced masonry (URM) buildings in the City of Seattle, not to
mention many more across the state, poses a grave and persistant threat to public safety,
affordability and the preservation of the City’s historic legacy. Animated by the belief that this
situation can only be effectively addressed through the passage of mandatory retrofit
legislation, in late 2017 Nitze-Stagen and Anew Apartments, two developers focused on the
restoration and adaptive reuse of older [often URM) buildings in Seattle, began meeting with
City officials, developers (both market-rate and affordable), URM property owners, historic
preservationists, engineers, policy experts and neighborhood associations. The purpose of
these mestings was to explore ways to ovarcome the obstacles to passage of such legislation -
principal among them the challenge of financing the significant cost of seismic upgrades.

Starting in late March through late June of this year, three roundtables consisting of a broad
cross-section of representatives of the groups listed above met to discuss creative financing.
approaches, and to identify the other key challenges associated with a City-wide retrofit
program.

These discussions led to the formation of four separate working groups focused on addressing
the leading concerns raised by the roundtable participants: L} physical and economic
displacement of tenants of URMs; 2} delays in regulatory review and approval of retrofit
applications; 3) engineering challenges and estimated cost of meeting the proposed technical
speaifications; and 4) the lack of an Incentive structure not just for seismic, but also for
environmental upgrades.

Each working group, consisting of 2 similar cross-section of concemned stakeholders, met two or
three times between mid-September and mid-October and discussed each of these issues at
length. A number of government representatives participated in these sessions as subject
matter experts. The outcome is an overarching policy proposal that describes a novel financing
mechanism together with a set of specific recommended actions associated with each of the

* Priority Ranking

This Retrofit Credit proposal and working group recommendations appear below. The
participants in the groups, whose names and affliations are provided as well, believe that this
policy and these recommendations, f implemented, offer a pragmatic approach to addressing

this critical challenge that is: a) technically and financially feasible; b) meets the needs of all [ ) S u O rte rs ?
stekeholders; and c) successfully protects Seattle’s URM buildings from the impact of the next .
big earthguake.
* Opponents?
.
Rev: 11/27/2018 'Y N e e d S

Seattle Department of
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Retrofit Credits

URM Retrofit Credit Proposal and Working Group Recommendations

The presence of over 1,100 unreinforced masonry (URM) buildings in the City of Seattle, not to
mention many more across the state, poses 2 grave and persistent threat to public safety,
affordability and the preservation of the City's historic legacy. Animated by the belief that this
situation can only be effectively addressed through the passage of mandatory retrofit
legislation, in late 2017 Nitze-Stagen and Anew Apartments, two developers focused on the
restoration and adaptive reuse of older (often URM) buildings in Seattle, began meeting with
City officials, developers {both market-rate and affordable), URM property owners, historic
preservationists, enginears, policy experts and neighborhood associations. The purpose of
these meetings was to explore ways to overcome the obstacles to passage of such legislation -
principal among them the challenge of financing the significant cost of seismic upgrades.

Starting in late March through late June of this year, three roundtables consisting of a broad
cross-section of representatives of the groups listed above met to discuss creative financing
approaches, and to identify the other key challenges associated with a City-wide retrofit
program.

These discussions led to the formation of four separate working groups focused on addressing
the leading concerns raised by the roundtable participants: 1) physical and economic
displacement of tenants of URMS; 2) delays in regulatory review and approval of retrofit
applications; 3) engineering challenges and estimated cost of meeting the proposed technical
specifications; and 4) the lack of an incentive structure not just for seismic, but also for
environmental upgrades.

Each working group, consisting of a similar cross-section of concerned stakeholders, met two or
thras times between mid-Septamber and mid-October and discussed each of thess issues at
length. A number of government representatives participated in these sessions as subject
matter experts, The outcome is an overarching policy proposal that describes a novel financing
mechanism together with a set of specific recommended actions associated with each of the
key concerns.

This Retrofit Credit proposal and working group recommendations appear below. The
participants in the groups, whose names and affiliations are providad as well, believe that this
policy and these recommeandations, if implemented, offer a pragmatic approach to addressing
this critical challenge that is: a) technically and financially feasible; b) meets the needs of all
stakeholders; and ¢} succassfully protacts Seattle’s URM buildings from the impact of the next
big earthquake,

Rev: 11/27/2018

Every URM building listed on the City-sanctioned inventory would be automatically designated
as a “sending” site and be assigned credits equal to the square footage of the underlying lot
multiplied by the maximum FAR for that lot based on the existing zoning. For example, if a
confirmed URM building of any size were located on a 20,000 square foot lot with a maximum FAR
of 4.0, there would be 20,000 x 4.0 = 80,000 Retrofit Credits assigned to that building. This feature
of the URMRC program matches the current treatment of TDRs for historically designated buildings
which does not deduct the floor area of the existing structure in calculating the number of TDRs.
(Please note that relatively small buildings on very large lots such as parks, golf courses, university
campuses, etc. would be handled differently, but there are relatively few buildings that meet that
criterion.)

A newly formed, City-sanctioned entity would be created that would be responsible for holding
and selling the retrofit credits allocated to each URM property. As a condition of allowing owners
of assessed URM structures to benefit from the sale of their development potential up to the
maximum FAR, the City would mandate that the proceeds from such sales be directed to a Retrofit
Fund, to be administered by the City-sanctioned entity, from which the property owners would he
reimbursed for documented and validated costs of upgrades. The specific technical standard to be
met would depend on what category a URM building fit into as determined during the SDCI permit
review process. Certification, and the attendant disbursement of funds, would be performed by
prequalified engineers with deep experience in approving the upgrades of seismically vulnerable
URMs. The entity would bear responsibility for tracking the balance of credits, and the proceeds
associated with any sales, on a property-by-property basis.

The new entity would offer the URMRCs for sale to developers interested in obtaining bonus floor
area for their development projects elsewhere in the city, with each credit purchased entitling the
developer to add 1 square foot of bonus floor area. The value of the URMRCs will depend on the
existence of a robust market, which in turn depends on designating sufficient “receiving” areas
with high value to prospective developers. While ideally all properties across the city, not just
those within the zoning district where the URM project “sending” lot is located, would be eligible
to buy and use the credits, we recognize the challenge of adding density in certain neighborhoods.
There are a number of neighborhoods, however, where the City is already considering upzones or
that can/should be in a position to absorb additional density that make good initial candidates. This
is covered in more detail in the “Receiving Sites” section below.
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Prioritization of Funding Mechanisms




Proposed Timeline

Plan for Funding
Funding Options Aligned

Options with Menu

Finalize Process,

Retrofit Menu Resources,
Draft Tech Costs & Benefits Timelines

Standard (Bolts+, Sub Alt, Defined
Living Building)

: Fallf Winterf
Sprin; 3
e Winter Spring

2023 2023 2024

Streamline F%ﬂ

Regulatory
Review Ordinance
Adopted

Finalized Tech
Standard

Develop !
Retrofit Menu Physical and
Costs & Benefits Economic
(Bolts+, Sub Alt, Displacement

Living Building) Mitigation

Assessments
Begin
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Sub-Groups & Key Milestones

* Subgroups & Timelines 2-28 Nisqually Anniversary

* Action ltems: 3-14 Public Safety Commission Meeting

Next Working Group Meeting
* Early April

» Spring- Draft Technical Standard

Quarterly Meeting of Groups
* Early June
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QUESTIONS?
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Amanda Hertzfeld
URM Program Manager
Amanda.Hertzfeld @seattle.gov

( \ Seattle Department of

\3]IV Construction & Inspections


mailto:Amanda.Hertzfeld@seattle.gov

	Slide 1: URM Funding Working Group | Mtg #1
	Slide 2: Today’s Meeting
	Slide 3: Introductions
	Slide 4: Attendee Introductions
	Slide 5: Proposed Timeline
	Slide 6: Resolution 32033
	Slide 7: Nisqually Anniversary
	Slide 8: Retrofit Costs & Market Value
	Slide 9
	Slide 10: Policy Committee Recommendations- 2017
	Slide 11: Financing & Incentives for Building Owners
	Slide 12: Federal Grants
	Slide 13: General Obligation Bonds
	Slide 14: Levy
	Slide 15: 10% Federal Tax Rehab Credit
	Slide 16: Tax Abatement
	Slide 17: Revolving Loan Fund
	Slide 18: Local Improvement Districts
	Slide 19: Architecture & Engineering Grants & Resources
	Slide 20: Transfer of Development Rights (TDR)
	Slide 21: Retrofit Credits
	Slide 22: Prioritization of Funding Mechanisms
	Slide 23: Proposed Timeline
	Slide 24: Sub-Groups & Key Milestones
	Slide 25: QUESTIONS?



