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APPENDIX C—FINANCIAL TOOLS AND INCENTIVES 

The handouts on the following pages were distributed to property owners at a workshop. 



 

  



ADDITIONAL BACKGROUND ON FINANCIAL TOOLS AND INCENTIVES 

May 6, 2014 
 

General              
 

Affordable housing 

Housing that is affordable to households that earn a given percentage of the Area Median Income, ranging 

from 30% (very low income) to 50% (low income) to 80% (workforce housing). 

 

Wage requirements 

Loans and grants from local, state, and federal governments come with higher wage requirements that can 

increase the cost of a project by 10 to 25 percent. 

 

Loans              
 

Interest rates and loan terms (the length of time you have to pay the loan back) vary depending on the 

financial institution and the degree of perceived risk. 

 

Housing Levy 

Public funding approved by voters to create affordable housing. This includes funding to produce and 

preserve affordable rental housing. 

 
Grants              
 

HOME funds 

Seattle receives a certain amount of money from the federal funding to create affordable housing for low-

income households. HOME funds can support building, buying, and/or rehabilitating affordable housing for 

rent or homeownership; and providing direct rental assistance to low-income people. 

 

Community Development Block Grants (CDBG) 

Similar to HOME funds, Seattle receives a certain amount of money from the federal government to help low-

income households and neighborhoods. This funding is currently divided between assistance to homeless 

individuals, economic development, and construction and rehabilitation of affordable housing. 

 

Tax Credits           ______ 
 

Tax credits reduce the amount of money you have to pay by subtracting a given amount from your tax bill. 

Tax credits are different than tax deductions, which reduce the amount of money that you will be taxed on. 

 

Low Income Housing Tax Credits (LIHTC) 

Developers of residential rental projects that include a certain percentage of affordable housing units are 

awarded tax credits, which the developers can “sell” to investors to raise money for their projects. This 

reduces the amount that the developer would otherwise have to borrow. Investors get a dollar-for-dollar 

credit each year over 10 years, and own a part of the property for those 10 years. Low Income Housing Tax 



Credits are allocated by the State. Projects that receive these tax credits must remain affordable for 30 years 

or longer. 

 

Historic Rehabilitation Tax Credits 

Older and historic buildings that are rented out can qualify for historic tax credits. Buildings in a designated 

historic district like the Chinatown ID qualify for a tax credit worth 20% of the project costs. To receive the tax 

credit, property owners must discuss the rehabilitation plans with the state historic agency to make sure the 

proposed work preserves the important historic qualities of the building. Buildings not in a historic district 

that were built before 1937 qualify for a tax credit worth 10% of the project costs, with fewer regulatory 

requirements. 

 

New Markets Tax Credits (NMTC) 

New Markets Tax Credits provide tax credits to investors that equal 39% of the investment. These tax credits 

are spread out over 7 years. Because they are very complicated to administer and involve high legal fees, 

New Markets Tax Credits are usually only used for multi-million dollar projects. 

 

Tax Exemptions             

 

Tax exemptions reduce the amount of property tax you pay. These are granted at the City level. 

 

Other              

 

Transferable Development Rights (TDRs) 

TDRs allow owners of historic properties to “sell” the air rights over their buildings, up to the height limit 

allowed by zoning. The air rights are purchased by developers who want to build higher buildings in another 

part of the city. Though the City regulates these transfers, the price is determined by market demand. 

 

Tax Increment Financing (TIF) 

Tax Increment Financing is based on the idea that when improvements in an area are completed, they result 

in increases in the value of surrounding properties (“tax increments”). TIF borrows against the money from 

future tax increments and puts it toward supporting catalytic improvements. This is not currently legal in 

Washington. 

 

Local Improvement District (LID) 

A Local Improvement District is formed by property owners in an area who agree that they want to help pay 

for improvements (usually infrastructure) that will benefit all of them. A LID finances improvements by 

borrowing at a low interest rate. The property owners in the LID jointly pay the loan back according to the 

benefits their property receives. 

 


