Low Income/Affordable Housing Workgroup

1st Meeting

May 3rd, 2007

In attendance:
Norm Bruns - GARVEY SCHUBERT BARER, Seattle

Chris Robinson – Property Research Lmt., Portland

Paul Purcell – Beacon Development Group, Seattle

Mark Kantor - Kantor Taylor McCarthy P.C., Seattle

Phil Sullivan – Executive Director, Senior Services of Snohomish County

Wes Hagen – Chief Deputy, Skagit County

Melinda Miller – Deputy Prosecuting Attorney, Skagit County

Randy Glover, Commercial Appraisal Supervisor, Snohomish County

Cindy Portman, Assessor, Snohomish County

Tom Rowan – Deputy Prosecutor, Snohomish County
David Saavedra – DOR

Jim Winterstein – DOR

Scott Sampson - DOR
Agenda:
Welcome and Introductions:  David Saavedra

Presentation:  From the Developer’s View, How to put a low-income project together – Paul Purcell

Presentation:  From a Government Official’s View – How low-income projects are financed – Phil Sullivan

Discussion:  Everyone
Meeting Notes:
David had everyone introduce themselves and indicate what their interest was and why they were here.  David also mentioned that the group was already at a difficult place due to the fact that some attorneys who represent property owners in pending appeals were present and part of this workgroup.  The group talked about this and agreed that these discussions were pertinent to future not past assessments and should have no bearing on pending decisions.  The group agreed that this topic is complex, difficult and needs to be talked about in the open for several reasons; first there is concern of an appearance among the counties of a non-uniform assessment practice across the state; this issue is national, not just a Washington State issue; the federal programs creating these properties change over time; and financing of affordable housing is an important issue.  

Someone asked why the Cascade Court decision did not clarify the assessment practice of this property type.  The answers were: that the Cascade Court decision predated the 1997 intangible exemption legislation, it addressed Section 42 housing only; the court decision was not comprehensive, and counties believe that they are and have been abiding by the Cascade Court decision.  Therefore there is enough existing confusion that makes a workgroup relevant.  There was also some discussion about the precedential value among different divisions of the Court of Appeals. 

There was some discussion at this point and a suggestion to get the group’s focus back on the basic issues.  It was stated that there was an important distinction between “market value” and “investment value,” investment value being the value to a particular investor.  Investment value may often times exceed or could in some cases be lower than market value.  It was agreed that the focus should be on “market value,” but the two value standards will need to be discussed further.
It is an important concept to not restrict appraiser’s ability to use the three approaches to value for these types of property.  Some counties may have primarily Section 42 housing types and still have differences in their appraisal, even when using the income approach, due to a variety of economic considerations.     Another person talked about the county’s ” perspective” in generalities, and stated that most appeals in his county were of the Section  42 housing types.  He also stated that he believes his county was abiding by the Cascade decision.  
At this point Paul Purcell gave a comprehensive presentation titled, “Development Use of Low Income Housing Tax Credits.”  The handout from this presentation is attached.  Some comments from his presentation:

· Market rents should be from the same neighborhood.  

· Using GIM (gross income multiplier) approach does not consider expenses.

· Tax credit properties have more expenses than conventional market rate properties due compliance regulations.

· Non-compliance may result in tax credit recapture. 
· Market competition for tax credits has resulted in:

· Longer restrictive use time periods.
· Lower maximum rent limits.

Phil Sullivan then led a discussion on the many layers and sources of financing availability from a non-profit sponsor’s perspective. Securing financing may take three to four years.
The group then discussed possible future topics:

· “Exit Strategy”

· Operating income and expenses.

· How to value tax credits.

· What data can be considered “reliable” for use in determining FMV?  What data should not be considered reliable in determining FMV?

· What misconceptions need to be discussed?  Why do owners think assessors are “overvaluing” these properties?  Why do assessors think they have valued these properties “at market”?

· What terms need to be defined? 

· How do property assessments on “affordable housing” affect tenants.  Do some of the property’s operational expenses get subsidized by the government program they are enrolled in, such as property taxes, or marketing expenses.

· Who do “affordable housing” projects serve?  Is there a mixed tenant makeup? Do all tenants have to meet a certain percentage of AMI?

· Why would a developer develop one of these?

Next Meeting is scheduled for the 2nd week of June.

