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SUMMARY STATEMENT:

Washington State has enacted new legislation creating the Local Infrastructure Financing Tool ("LIFT"). In essence, the
LIFT legislation authorizes a local government to create by ordinance a revenue development area ("RDA"} within which
certain public infrastructure improvements may be financed through the allocation of various property and excise taxes.
The law specifically designated Bellingham's waterfront redevelopment as a demonstration project for this new
infrastructure financing method. As a demonstration project, Bellingham has an opportunity to partner with the Port and
GCounty to collaboratively dernonstrate to the rest of the state the benefits of LIFT to promote positive economic
development. Receipt of State funds is subject to the amount of additional tax received by the State in the RDA and
matching local government contributions from incremental tax revenues or other sources.

Previous Council Action: The LIFT legislation was briefed at the joint meeting with the Port and County on July 7, 2006,

FISCAL IMPACT:
Total Fiscal Impact:

The City is eligible to réceive up to $1 million per year for 25 years for a maximum of $25 million to be used for repayment
of bonds issued to finance eligible public improvements. Public improvements are estimated to cost $197 million and the
estimated paortion of this cost to be financed by LIFT state and local government contributions is $75 million.
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DRAFT

ORDINANCE NO.

AN ORDINANCE OF THE CITY OF BELLINGHAM, WASHINGTON CREATING A
REVENUE DEVELOPMENT AREA TO BE KNOWN AS THE NEW WHATCOM REVENUE
DEVELOPMENT AREA PURSUANT TO CHAPTER 181, LAWS OF 2006 (THE LOCAL
INFRASTRUCTURE FINANCING TOOL).

WHEREAS, Chapter 181, Laws of 2006 (the “Act”) provided that a sponsoring local
government may create a revenue development area within which certain specified public
improvements may be financed through the allocation of various property and excise taxes,
as set forth in the Act; and

WHEREAS, Section 102(5)(a) and Section 203 of the Act designates and approves
the Bellingham waterfront redevelopment project as a demonstration project; and

WHEREAS, the Act provides the City of Bellingham (“City"), Whatcom County,
(“County”) and the Port of Bellingham (“Port”) with the opportunity to collaboratively
demonstrate in Washington State the benefits of the Local Infrastructure Financing Tool
(“LIFT") a limited form of tax increment financing, which has been used successfully to
promote positive economic development in states throughout the nation; and

WHEREAS, by collaboratively demonstrating the benefits of LIFT, the City, County
and Port will help pave the way for jurisdictions throughout Washington State to also benefit
from LIFT; and

WHEREAS, redeveloping Bellingham’s central waterfront will provide numerous
benefits for all of Whatcom County. These benefits include: (1) promoting mixed-use
redevelopment that will help generate new family-wage jobs; (2) providing an area for both
housing and business development to occur in a manner that helps preserve the County’s
limited supply of agricultural and natural resource lands; and (3) helping reduce fraffic
congestion by allowing more people to live near where they work—instead of having to
commute long distances; and

WHEREAS, a revenue development area would provide significant assistance in
carrying out the cooperative redevelopment of Bellingham's waterfront; and

WHEREAS, the Act requires the City o create a revenue development area, subject
to the provisions of the Act, to qualify for a state contribution up to a total amount of one
million dollars per year; and

WHEREAS, the City Council determines that 2007 should be used as the base year
from which to measure the incremental future taxes for purposes of the Act; and,
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DRAFT

WHEREAS, in order to create a revenue development area, a sponsoring local
government must adopt an ordinance consistent with the requirements of Section 207 of the
Act; and

WHEREAS, prior to passage of this ordinance, the City Council held a public hearing
on , 2006, notice of which was published in the Bellingham Herald, the
legal newspaper of general circulation within the proposed revenue development area, at
least ten days before the public hearing, and notice of which was posted in at least six
conspicuous public places located in the proposed revenue development area, a copy of
which forms of notices is attached as Attachment A-1 and Aitachment A-2; and

WHEREAS, notice of the pubic hearing in the form attached as Attachment A-3 was
sent by United States mail to the property owners listed on Attachment B-1, and to the
community-based organizations and business enterprises listed on Attachment B-2,
incorporated herein by reference, such notices being sent at least thirty days prior to the
public hearing; and

WHEREAS, a certified copy of the proposed form of this ordinance was delivered to
the Whatcom County Treasurer and the governing body of the Port of Bellingham (“Port")
and Whatcom County, as participating taxing districts within which the revenue development
is located, as well as to the Washington State Community Economic Revitalization Board
and to the Washington Department of Revenue; and

WHEREAS, the City Council heard testimony at the public hearing and carefully
considered the comments and opinions presented; and

WHEREAS, the City and the Port have entered into an “Interlocal Agreement
Regarding Participation in Local Infrastructure Financing in Revenue Development Area”,
dated , 2008 and attached as Attachment C-1, under which agreement the
Port has agreed to be a participating taxing district within a City-sponsored revenue
development area; and

WHEREAS, the City and County have entered into an “Interlocal Agreement
Regarding Participation in Local Infrastructure Financing in Revenue Development Area”,
dated , 2006 and attached as Attachment C-2, under which agreement
Whatcom County has agreed to be a participating taxing district within a City-sponsored
revenue development area; and

WHEREAS, the City Council finds that this Ordinance complies with the Act and that
the creation of a revenue development area there under is in the best interest of the City of
Bellingham and its citizens;
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DRAFT

NOW, THEREFORE, THE CITY OF BELLINGHAM DOES ORDAIN:

Sectien 1. Incorporation of Recitals and Attachments. The recitals set forth

above are incorporated herein by reference as if set forth in this section in full. All
attachments to this ordinance are incorporated herein by reference.

Section 2. Descngtlon of Public Improvements. The public improvements
currently estimated to be made in the New Whatcom RDA are described in Attachment D

("Public Improvements”).

Section 3. Description-of Boundaries. The City Council adopts the boundaries of
the New Whatcom RDA as described and depicted in Attachment E.

Section 4. Estimates of Costs. As further described in Attachment D, the current
estimated cost of the Public Improvemenits is approximately $200,000,000, and the current
estimated portion of this cost {o be financed by local infrastructure financing, including LIFT
State funding and local government LIFT contributions consistent with the Act, is
$75,400,000 .

Section 5. Time of Tax and Revenue Collection. The estimated time during
which local excise tax allocation revenues, local property tax allocation revenues, and other
revenues from local public sources are to be used as part of the local infrastructure financing
for the New Whatcom RDA is 25 years(2009-2033),

Section 6. Date for Commencement of use of Revenugs. The City's use of local
excise tax allocation revenues and local property tax allocation revenues with respect to the
New Whatcom RDA is anticipated to commence on July 1, 2009, which would be the earliest
possible commencement date provided a 2007 base year is astablished.

Section 7. Findings Required by Section 205 of the Act. The City Council finds
and determines that the conditions of Section 205 of the Act are met with respect to the New
Whatcom RDA. Specifically, the City Council finds and determines that;

(a) No funds will be used to finance, design, acquire, construct, equip, operate,
maintain, remodel, repair, or reequip public facilities funded with taxes collected
under RCW 82.14.,048;

(b) The Public Improvements are projects that are or will be identified within the
appropriate elements of the City's comprehensive plan under Chapter 36.70A RCW,

(cj The Public Improvements are expected to encourage private development
within the RDA and to increase the fair market value of real property within the New
Whatcom RDA,;

(d) The City or the Port as a participating taxing district expects to enter into a
contract with a private developer relating to the New Whatcom RDA,;

o City of Bellingham
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DRAFT

(e Private development is anticipated to occur within the New Whatcom RDA, as
a result of the public improvements, which will be consistent with the countywide
planning policy adopted by Whatcom County under RCW 36.70A.210 and the City's
comprehensive plan and development regulations adopted under Chapter 36.70A
RCW;

® The local infrastructure financing with respect to the New Whatcom RDA is
not expected fo be used for the purpose of relocating a business from outside the
RDA but within Washington State, into the RDA, and the New Whatcom RDA will
improve the viability of existing business entities within the New Whatcom RDA,;

(9) The Public Improvements are reasonably likely to (i) increase private
residential and commercial investment within the New Whatcom RDA; (ii) increase
employment within the New Whatcom RDA, (iii) improve the viability of existing
communities that are based on mixed-use development within the New Whatcom
RDA; and (iv) generate, over the period of time that local option sales and use taxes
will be imposed under Section 401 of the Act, state excise tax allocation revenues
and state property tax allocation revenues (as defined in the Act) derived from the
New Whatcom RDA that are equal to or greater than the respective state
contributions made under the Act; and

(h) The local infrastructure financing will only be used in the New Whatcom RDA,
which is an area deemed by the City to be in need of economic development or
redevelopment and is within the City’s boundaries.

Section 8. Findings Required by Section 206 of the Act. Pursuant to Section 206
of the Act, the City has obtained agreements from the Port and Whatcom County as set forth
in Attachment C-1 (Port) and C-2 (Whatcom County). The estimated impact of the New
Whatcom RDA on small business and low-income housing, and the mitigation plan relating
thereto, is attached as Attachment F is hereby adopted.

Section 9. General Authorization. The Mayor and other appropriate City officers
are each hereby authorized and directed to do such things as may be necessary and
appropriate in order to carry out the terms and provisions of, and complete the transactions
contemplated by, this ordinance.

Section 10.  Section Headings or Captions. The section headings or captions of
this ordinance are for convenience of reference only, and shall not be used to resolve any
question of interpretation of this ordinance,

Section 11.  Severability. If any one or more of the covenants or agreements
provided in this ordinance to be performed on the part of the City shall be declared by any
court of competent jurisdiction to be contrary to law, then such covenant or covenants,
agreement or agreemenits, shall be null and void and shall be deemed separable from the
remaining covenants and agreements in this ordinance and shall in no way affect the validity
of the other provisions of this ordinance.

City of Bellingham
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DRAFT

Section 12.  Ratification of Prior Acts. All acts taken pursuant to the authority of
this ordinance but prior to its effective date are ratified and confirmed.

PASSED by the Council this day of , 20086.

Council President

APPROVED by me this day of , 2008,

Mayor

Attest: !
Finance Director

Approved as to form:

Office of the City Attorney

Published:

ORDINANCE ATTACHMENTS

A-1 Notice of Public Hearing (Bellingham Herald)

A-2 Notice of Public Hearing (Posted in public places)

A-3 Notice of Public Hearing (Mailed)

B-1 List of property owners mailed notice of public hearing

B-2 List of community-based organizations and businesses mailed notice of

public hearing

City of Bellingham
CITY ATTORNEY
210 Lottie Street
Ordinance Creating New Whatcom Bellingham, Washington 98225
Bm?yenue Developmeint Ari&ni a(a?gamm Telephone (360) 676-6903
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C-1 Interlocal Agreement with Port of Bellingham
Cc-2 Interlocal Agreement with Whatcom County
D Estimated Public Improvement projects
E New Whatcom RDA boundaries
F Small business and low income housing impact assessment and mitigation
plan
City of Bellingham
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DRAFT

CERTIFICATION

|, the undersigned, Finance Director of the City of Bellingham, Washington (the
“City"), hereby certify as follows:

1. The attached copy of Ordinance No. . (the "Ordinance”)
is a full, true and correct copy of an ordinance duly passed by the City Council in accordance
with applicable law at a regular City Council meeting held at the regular meeting place

thereof on , , 2008, as that ordinance appears on the minute book of the
City;
2. The Qrdinance will be in full force and effect 15 days after its passage; and
3. A gquorum of the members of the City Council was present throughout the

meeting and a majority of those members present voted in the proper manner for the
passage of the Ordinance.

N

IN WITNESS WHEREOQF, | have hereunto set my hand this day of

, 2006.
CITY OF BELLINGHAM, WASHINGTON
Therese Holm, Finance Director
City of Bellingham
CITY ATTORNEY
) 210 Lottie Street
Ordinance Creating New Whatcom Bellingham, Washington 98225
Revenue Development Area (Q . Telephone (360) 676-6903
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ATTACHMENT D
ESTIMATED PUBLIC IMPROVEMENT LIST AND COSTS

The following is a list of City Capital Projects that may be built within the Revenue
Development Area using LIFT financing. The project costs are all in 2006 dollars and
are based on preliminary estimates that may be revised as the projects move through the
public process, approval, and final design. This is a list of projects that are under
consideration at the time of application to the Community Economic Revitalization
Board (CERB). The amount of projects that are approved and constructed will depend
upon such things as: public input, final design, actual construction costs, additional
funding sources, and the amount and pace of private investment within the Revenue
Development Area. All of the projects are listed by their planning area names, which
may be changed later, for identification purposes only.

Parks: :

The list of parks that may be built have been identified as follows: Log Pond Park,
Cornwall Park, Shoreline Buffer Park, Marine Trades Buffer Park, WWU Waterfront
Park, Marina Park, I & J Waterway Park, Beach Park, and the Historic area pocket park.
The estimated cost of these parks is $27,340,000.

Trails:

The list of trails that may be built have been identified as follows: Pedestrian Bridge,
Over water trail to Boulevard, Broadway overlook connector, Breakwater trails,
Warehouse trail, Shoreline trail to Bellwether, Beach park to Log park connector, Oak
Street trail, Cornwall park to Beach park, and Whatcom waterway trail. The estimated
cost of these trails is $28,250,000.

Bridges & Related Railroad Relocation:

The list of bridges that may be built have been identified as follows: Oak Street Bridge,
Elevated connector to Oak Street, Bay-Chestnut Bridge, Bay-Chestnut Connector,
Cornwall Street Bridge, Commercial Bridge, and Laurel Street Bridge. The estimated
cost of these bridges is $68,300,000.

Roads:

The list of roads that may be built have been identified as follows: Cornwall Park access,
Loop Road, Log Pond Loop, Cornwall, Co-gen Loop, Hilton, “C”, Laurel to shoreline,
“B”, Laurel between “C”, “F”, and Hilton, Access road from Cornwall, Park Loop,
Cornwall to Oak Street round-a-bout, EIS required offsite improvements, road tie-ins
with railroad, Holly, Astor, Bay, Roeder, Central, Chestnut, Maple, Forest, Indian,
DuPont, Prospect, and Commercial. The estimated cost of these road projects is
$50,815,000,

Utilities: :
The estimated cost to bring the water, sewer, and storm water infrastructure up to current
standards for the entire site is estimated to be $21,920,000.
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ATTACHMENT D
ESTIMATED PUBLIC IMPROVEMENT LIST AND COSTS

Financing:

The following chart estimates the total project costs and the amount that may be funded
with State and local LIFT contributions. The actual amount of LIFT funds that are
available will depend upon the amount and timing of construction within the RDA.
Other funding sources that are available to the city include: Federal Grants, Water &
Sewer funds, storm water funds, Real estate excise tax, leasehold tax, payment-in-lieu of
property tax payments, and developer contributions.

Total Project Costs $ 196,625,000
LIFT State Funding {25,000,000)
City, County & Port LIFT Contributions {50,400,000)
Greenways IlI (4,000,000)

$ 117,225,000

‘Other Potential Sources of Funding
Federal Grants

Water, Sewer & storm water funds
Real Estate Excise Tax

Future Tax Levy (i.e. Greenways)
Leasehold Tax

Payment-in-lieu of property tax
Developer Contributions
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List of infrastructure projects within Revenue Development Area

Description Name ID Total
Parks Log Pond Park | 7,553,304
Cornwall park L 6,786,648
Shoreline Buffer Park F 3,687,789
Shoreline Buffer Park Marine Trades A 1,693,613
WWU waterront park H 2,896,740
Marina park N 1,668,160
1 & J waterway park B 1,489,752
Beach park Marine Facility J 936,352
Pocket park Historic G 827,640
Park Total 27,339,998
Trails Pedesirian Bridge R 13,000,000
Over water Trail io Boulevard T 10,000,000
Broadway Cverlook connectar 8 4,500,000
Marina breakwater trails 8] 455,816
Warehouse frail D 81,675
Shoreline butfer to Bellwether C 46,827
Beach park to log pond park K 42,471
Cak Strest Trall Q 40,293
Cornwall park to beach park M 39,204
Whatcom Waterway Trail Q 41,382
Trail Totat 28,248,668
Bridges Qak Street Bridge 30,000,000
Bay-Chesinut Bridge 10,100,000
Cornwall Street Bridge 17 5,600,000
Bay-Chestinut Connector 4,000,000
Commercial Bridge 4,000,000
Elevated Connection te Oak 4,800,000
Laural Street Bridge 16 4,800,000
Railroad Relocation 5,000,000
Bridge Total 68,300,000
Roads Permanant park access 26 5,118,300
Locp Road 6 3,136,320
Log Pond Lcop 14 2,549,349
Cornwall to Wharf St 19 2,062,385
Comwall from Maple to 921 bidg 17 1,723,887
Co-gen Loop 15 1,631,315
Hilton 1 1,168,860
C Street 3 1,132,580
Half of Laurel from Existing RR to shoreling 13 1,030,194
Half of Laurel fror ext RR to shoreline ] 1,030,194
F Street 5 970,299
Laurel between C and F 4 689,700
Access road from Cornwall 24 646,140
Laurel between Hilton and F 2 522,720
Park lcop road 10 348,480
Access road to Log Pond Park 25 341,220
Laurel from Comwall to ext. BB 16 335,412
Qak Strest from Comwall to roundabout (elevated porticns) 20 232,320
Comwall To Lower 26 83,853
Road Total 24,653,508
Other Roads EIS Offsite Strest Improverment #1 5,000,000
E|S Qffsite Street Improvement #2 5,000,000
Railroad 2,280,000
Holly & Astor, Bay fo F St 2,250,000
Roeder, Cenfral to F St 1,650,000
Cornwall 1,430,000
Chesinut, BR to Bay 1,210,000
Holly, Railroad to Bay 1,210,000
Maple, Forest to Indian 1,210,000
State 1,100,000
F/DuPont/Prospect streetscaping 1,080,000
Commercial 550,000
Bay, Chestnut to Holly 435,000
Bay/Holly/Prospect 200,000
Roundabatit 21 1,500,600
Other Road Total 26,165,000
Utilities Waler 4,018,106
Sewer 5,643,164
Storm Water 12,359,176
Grand Total | 196,627,619
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Engrossed Second Substitute House Bill 2673
Local Infrastructure Financing Tool (LIFT) Report

Sec .206 (2) (a-d) Requirements: Small Business, Low Income Housing, Job
and Housing Growth, Housing Price Mix

August 7, 2006
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Sec .206 (2) (a-d) Requirements: Small Business, Low Income
Housing, Job and Housing Growth, Housing Price Mix

Overview

This report fuffills the requirements of Engrossed Senate House Bill 2673 Sec. 206 (2)
(a-d) by providing all required inventories, risk assessments, and mitigation plans for
small businesses and low income housing within the Revenue Development Area
(RDA). The inventory and displacement components of subsection (a) and (b) have
been addressed in two separate sections to differentiate between small business and
low income housing assessments and mitigation plans. This section also provides the
required estimates of projected net job and low income housing growth and the estimate
of net housing growth on the housing price mix as required by subsections {(c) and (d).

Small Business: Inventory, Risk Assessment and Mitigation Plan
This section fulfills the requirements of Section 206(2)(a-b) for small businesses.
Small Business Inventory:

In order to determine the impacts of the RDA on small business, it was first necessary 1o
inventory and categorize the existing businesses within the RDA. Bellingham’s RDA
was outlined using the city’s Geographic Information System (GIS). The GIS database
was matched against the city’s Business & Occupation tax database to produce a list of
all business activity reported for the year and to quantify the total number of businesses
that are located within Bellingham’s RDA. The result was 317 maiches of businesses
that are located within the RDA that would need to be analyzed to determine the impact
of the RDA upon them.

Additional information, regarding the 317 businesses, was obtained from the 2005 Info
USA database that surveys and categorizes business by hame, owner, address,
description of business, number of employees, total revenues, SIC codes, etc. This
information indicates that of the 317 businesses located within the RDA 12 businesses
reported having more than 50 employees and thus do not qualify as a small business as
provided in RCW 19.85.020. There are also 9 government agencies within the RDA that
were taken off the list because they are part of much larger organizations and will not be
negatively impacted by the RDA. in addition, we surmised that businesses of a sufficient
size (by revenue) would most likely not be negatively impacted by the creation of the
RDA or would at least have the financial capability o mitigate changes that resuited from
the redevelopment. Although detailed financial information of each business was not
disclosed in the survey, ranges of revenue were available from which to choose. QOur
threshold for these businesses consists of two parts: 1) Annual sales of at least
$1,000,000; and 2) sales of at least $100,000 per employee. Combined, these two
criteria provide some indication of a businesses ability to weather change. There were
57 businesses that met both of these criteria leaving 239 businesses that would need
additional analysis to determine what impact the creation of the RDA may have.
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Small Business Risk Assessment:

A number of assumptions and criteria were developed to identify the number of small
business that may be negatively impacted within the RDA. These assumptions were
developed and refined with assistance from the primary economic development
agencies including Western Washington University Small Business Development
Center, Chamber of Commerce and Industry, Downtown Renaissance Association,
Bellingham Whatcom Economic Development Council and Sustainable Connections.

The first assumption was that because the project build-out is over 30 years there should
be very little if any negative impact on existing small businesses. The second
assumption is that many of the businesses will benefit from more activity and people
living within the RDA. Bellingham’s RDA is adjacent to the downtown and old town of
the city. Retall, food service, banks, insurance and security businesses tend to benefit
from an area that contains residences and is open seven days a week and beyond five
o'clock. All of these businesses are counting on the continued revitalization of this area
and will benefit from this project as well. Many of the businesses located within the RDA
are single person professional offices (i.e. attorneys, CPA’s, psychologists) that are
destination type businesses. Customers of these professions will seek them out so the
physical location of the office is driven more on rental rates than location. We assumed
that these businesses could also be relocated quite easily as long as comparably priced
offices were available. The last assumption was that if the business owned their current
building that they would benefit from any new activity from the RDA and offset any
negative impacts to their business. lt is important to note that much of the property
within the RDA is underdeveloped with littte 6r no current business activity. Most of the
businesses located within the RDA are along the edge of the RDA and adjacent to the
downtown.

Using this criteria, 149 or a vast majority of the businesses are at no risk of being
negatively impacted by the creation of the RDA and more than likely will benefit from the
increased number of people in the area. The remaining 90 businesses were further
categorized into low risk (53) category and moderate risk (37) businesses. Again, these
are not businesses that will be directly displaced, but are likely to be impacted by the
creation of the RDA. All of these businesses had at least one negative factor such as
building condition, type of business, location, lack of information, rental rates, or other
subjective criteria that placed them into one of these two categories. By far, the main
reason a company was placed in either of these categories was because there wasn’t
any information available on them. Table B1 summarizes the results of the risk
assessment for the 239 small businesses analyzed.
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Table B1: Risk Assessment of Small Businesses by Category
Risk Category
Business Sector No Low Moderate

Construction 5

Manufacturing 8 3

Office 7 6 6
Professional Services 9 34 10
Retail 85 5

Social Services / Non-profits 6 1 21
Food Service & Drinking Establishment 17 4

Banks, Securities, Insurance, Real Estate 10

Perfroming Arts 2

Category Totals (239 Businesses Analyzed) 149 53 37

The largest category of moderate risk businesses (21) consists of social services
organizations. These organizations typically have limited financial resources and are
most dependent upon low rental rates. There were an additional 16 office / professional
businesses that were in the at risk category mainly because we lacked information on
the business itself.

The varying degree of risk indicates that there is potential for some negative impacts to
occur over an extended period of time. However, as noted above, no businesses were
identified that would be displaced as a direct result of creating the RDA. Rather these
businesses are said to have some risk because we lack enough information to know
how they will be impacted. Therefore, we have put them into either a low or moderate
category for potential negative impact. However, any gradual displacement that may
occur over the thirty-year project build-out, could reasonably be expected to occur
independent of the creation of the RDA as land prices increase and buildings reach the
end of their life cycles. Again, most of the existing businesses are located in areas that
will be impacted by an already revitalizing downtown.

Chart B1 illustrates the relative percentage of small businesses in each risk category.
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Chart B1: Risk Assessment of Small Businesses

37 Businesses

=15%
& No Risk
53 Businesses & Low Risk
=22% 149 Businesses O Moderate Risk

=63%

Small Business Mitigation Plan:

The business inventory indicates that there is a total of 313 business located within the
RDA, of which 37 have been identified as small businesses that have a moderate risk of
being impacted by the project. As noted above, this projects forecasted build-out is over
a thirty-year time frame and many of the potential impacts io these businesses would
have likely occurred as part of the natural building/redevelopment cycle.

One way to determine the amount of impact to these businesses is to measure the
liquidity in the market for commercial space. In other words, assuming a worse case
scenatio that some of these businesses would need to relocate, how likely would they be
to find available space at comparable rents. A baseline survey of vacancy rates and
rental rates was conducted for greater Bellingham. Based on this analysis and verified
by the economic agencies we consulted, an adequate supply of rentable space is
available within the city limits of Bellingham.

Based on our analysis, it is reasonable to assume most businesses will be positively
impacted by the creation of the RDA. Although the overall impact is expected to be
positive, a small percentage of businesses may be at risk for displacement from the
RDA. To ensure minimal impact to those small businesses that may be negatively
impacted, the City of Bellingham is committed to the following measures:

e Continue to allocate funding to support economic development agencies which
support existing small businesses. Services include providing free technical
assistance to small business owners and managers including business plan
development, loan packaging, secondary market research, marketing strategies,
patent and trademark searches, and personnel issues. Special focus is currently
targeted to the Downtown Bellingham helping to enhance the business retention
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and expansion of the District. In 2005, 267 small businesses were counseled and
331 jobs were saved or created within Bellingham’s city limits.

+ Continue to allocate funding to provide small businesses access to relocation
and retention services including technical assistance and economic development
funding tools.

« Continue to allocate funding to strengthen the stability and diversity of our local
economy through increasing the awareness about the personal, community and
economic benefits of choosing local businesses.

» Continue to allocate funding to strengthen the Downtown Renaissance Network’s
(business association) ability to bring more stability and health to businesses in
the Bellingham core.

« Encourage collaboration among community economic development partners to
offer a greater coordinated approach to working with small businesses, retaining
jobs and improving incomes.

e Develop a land use plan within the RDA which allows for a mix of uses which
complement, rather than duplicate businesses in the Central Business District.

¢ Develop a land use plan that allows light indusirial and marine related uses to
continue operating within appropriate districts of the Revenue Redevelopment
Area.

¢ Develop a land use plan and development requirements that provide for
additional retail and commercial space as to not tighten the supply of rentable
space.

+ |f the market demands additional assistance to dislocated businesses, support
the creation of focused retention and relocation programs for businesses
negatively impacted within the RDA.

In addition to the services the City of Bellingham provides, a number of institutions,

agencies and non-profits provide numerous services to small businesses in the area.
See Appendix A.
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Low Income Housing: Inventory, Risk Assessment and Mitigation Plan
This section fulfills the requirements of Section 206(2)(a-b) for low-income housing.
Low Income Housing Inventory:

A review of existing housing inventory was conducted to determine the potential impact
on low income housing within the RDA. The City of Bellingham’s Geographic
Information System was used to determine the location, use, and ownership of all
properties that provide housing within the RDA. Data on unit descriptions, rental rates,
and occupancy was obtained through phone interviews with privaie property owners,
property management companies, and through exterior site inspections. Data on unit
sales was obtained from the Whatcom County Assessor’s office. Data were adjusted as
appropriate for utility allowances and compared to low income housing thresholds as
defined in Engrossed Senate House Bill 2673 to determine low income status.

The results of the housing inventory study indicate that there are a total of 531 housing
units within the RDA. 212 of these units, or approximately 40% of the total number of
housing units within the RDA, have been identified as low income. 147 of the 212 low
income units, or approximately 69%, are located in facilities that are restricted to low
income housing use for the next 20 to 50 years, depending on the various funding
sources. Because of these restrictions, these units are not considered to be at risk of
displacement and have been categorized as protected. The remaining 65 low income
housing units, or approximately 31% of the total low income housing units, are
potentially at risk for displacement and have been identified as unprotected. It is
important to note that while these 65 units have the potential of being displaced, no
specific units have been identified that would be displaced as a direct result of creating
the RDA.

Table H1 displays the results of the housing inventory and details the number of housing
units by category.

Table H1: Housing Units by Category

Housing Category lfnci,tfs Commenis
Total Housing Units 531 |Total of all units in project area.
Market Rate Housing Units 318 | 60.1%
Low Income Housing Units 212 | 39.9% of all housing units are low incorne.
Protected Low Income Housing Units | 147 | 69.3% of low Income units are In restticted housing facilities.
Unprotected Low Income Units 65 | 30.7% of low income units are potentially at risk of displacement.

Chart H1 portrays the relative percentage of housing units by category based on the unit -
calculations in Table H1. Itis important to note that out of the 531 total housing units,
only 12% have been identified as unprotected low income.




Chart H1: Housing Units by Category
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Low Income Housing Risk Assessment:

As noted above, only 65 housing units have been identified as unprotected and
potentially at risk for displacement from the creation of the RDA. These units are
provided in seven buildings, which are under distinct ownerships and are located
throughout the RDA. The buildings vary in condition, location, and size, and thus offer
varied potential for redevelopment. Because of these varied conditions, a risk
assessment was performed to determine the overall risk of displacement of the
unprotected low income units.

Two assumptions were made in forming the risk assessment: 1) newer buildings that
offer higher quality accommodations are expected to reach market rates faster than
older buildings that offer lower quality accommodations; and 2) the location of the
property within the RDA affects its development potential such that properties with a
higher development potential have an increased risk of displacement. Based on these
assumptions, each of the seven buildings was evaluated as low, medium, and high risk
for the following three categories: 1) quality (based on age and overalt condition of the
structure); 2) development potential (based on general location and proximity to actively
developing areas); and 3) overall risk (a combination of the first two categories and other
specific property factors such as ownership and range of rental rates within the building).
Table 2 provides the outcome of the risk assessment of the seven properties that are
currently providing low income housing that is considered unprotected.
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Table H2: Risk Assessement of Unprotected Low Income Housing Units

Low
Inc'orr!e Quality Developr.nent Overall Risk Comments
Units in Potential
Facility
33 High Low High New building, other units in building at market rates.
3 High Low High Newly remodeled units, below market rates.
7 Medium Medium Medium  |Other units in building at market rates.
9 Medium Medium Low Studio units only, far below market rates.
6 Low High High Redevelopment within 5 years is likely.
1 Medium Medium Medium Redewelopment within 5 years is likely.
8 Low Low Low Redewelopment within 5 years is unlikely.
65 Total Units

The results of the risk assessment indicate that 15 housing units are considered at low
risk, 8 units are at medium risk, and the remaining 42 are at high risk for displacement.
Chart H2 porirays the number of units by risk category.

Chart H2: Risk Assessement of Unprotected Low income
Housing Units
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The varying degrees of risk identified indicate that the potential displacements can
reasonably be expected to occur over an extended period of time. In addition, these
units are disbursed throughout the developed portions of the RDA close o downtown
and would thus likely be displaced as downtown is revitalized over time. This gradual
displacement can reasonably be expected to occur over time independent of the
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creation of the RDA. As noted above, no units have been identified that would be
immediately displaced as a direct result of creating the RDA. Any gradual displacement
that does occur over the thirty year project build out could reasonably be expected to
occur independent of the creation of the RDA as land prices increase and buildings
reach the end of their life cycles.

Low Income Housing Mitigation Plan:

The housing inventory indicates that there a total of 531 housing units within the RDA,
212 of which have been identified as low income. The risk assessment indicates that
only 42 of these low income units have been identified as unprotected low income and at
high risk for displacement. As noted above, the potential displacement of the
unprotected low income housing inventory is expected to occur over an exiended period
as part of the natural building/redevelopment cycle.

Although potential losses of low income units are expected to occur over time, this
displacement will not be any higher than what has already naturally occurred in
Bellingham’s downtown area. The City recognizes the importance of an adequate
supply of low income housing within the RDA and in downtown and will continue to build
upon its many programs that promote and provide for low income housing. Itis
important to note that all of the 147 protected low income housing units identified in the
housing inventory have been created within the last 10 years. All of these projects have
been partially funded by the City of Bellingham. This represents an average low income
unit growth of over 14 units per year, with most of the growth actually occurring recently.
In fact, 91 of these protected low income units have been developed within the last year.

In addition to the recent developments within the RDA, there are also numerous existing
and proposed low income housing developments within the City of Bellingham within
very close proximity to the potentially displaced units. There is also evidence of that
the agencies involved in redevelopment of the RDA are dedicated to pursuing additional
low income housing opportunities. For example, the Port of Bellingham and the
Bellingham Housing Authority have recently entered into a Memorandum of
Understanding which supports the development of additional housing within the
waterfront portion of the RDA.

It is reasonable to assume that the recent trend in low income housing development
combined with the City’s partnerships and financial support of non-profit agencies will
continue to add to the supply of low income housing units within the RDA and downtown
Bellingham. Ongoing and continued efforts by the Gity of Bellingham to provide low
income housing include the following measures:

¢ Continue to allocate funding for low-income rental and homeownership housing
efforts. These funds are heavily leveraged with recent projects having ratios of
approximately $1 City to $20 in other funding.

» Continue to support non-profit agencies such as Bellingham Housing Authority,

Catholic Community Services and Kulshan Community Land Trust in their efforis
to create low-income housing.
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* Encourage the preservation of current low-income non-subsidized housing in
Bellingham by assisting non-profit housing providers in the purchase of those
existing projects as they become available in the market.

» Assist non-profit housing providers in the purchase, conversion and/or re-
development of low-income housing on vacant or in underutilized properties
throughout Bellingham.

¢ Continue to provide building permit fee waivers and muiti-family tax credit
subsidies for low-income housing development as appropriate.

e Continue to support development of policies that support low income housing
development in the New Whatcom area as set forth in the Memorandum of
Understanding between the Port of Bellingham and the Bellingham Housing
Authority.

Projected Job and Housing Growth
This section fulfils the requirements of Section 206(2)(c).
Based on the 2005 info USA database, 2,985 part-time, seasonal and full-time jobs are
held within the RDA. These persons are employed by both small and large businesses.

Based on the land use and build out assumptions used for this report, an additional
2,591 full-time positions are projected to be created by the creation of the RDA.

As of July 20086, the housing inventory study indicates there are a total of 531 housing
units within the RDA. Based on the land use and build out assumptions, an additional
3000 will be developed by the creation of the RDA.

Impact to Housing Price Mix
This section fulfils the requirements of Section 206(2)(d).

According to the city’'s new Comprehensive Plan, accommodating significant new
housing in Bellingham'’s city center and central waterfront areas {including the RDA) is
critical to the success of the city’s infill strategy. The plan anticipates the construction of
between 2,500 and 5,000 new dwelling units housing between 4,500 and 9,000 people,
In other words, this area alone could accommodate as much as one-third of the city’s
forecasted 20-year population growth. Since much of the infrastructure needed to
support housing development in the city center portion of the RDA is already in place,
the resulting housing should be more affordable than other types of housing constructed
in other parts of the community where developers are responsibie for providing the
infrastructure.

Since 2000, approximately 450 new housing units have been constructed in
Bellingham's city center area and 750 more units are in the permitting stage. Adding
2,500 to 5,000 more units in the RDA and surrounding areas would increase the current
supply of housing by 100% to 400%. The resulting dramatic increase in the supply of
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housing will create competition in this sector of the housing market, thereby reducing
housing costs or, at a minimum, slowing the rate of price increases.

Many of the new dwelling units constructed in Bellingham’s city center over the past ten
years were done by nonprofit organizations such as the Bellingham Housing Authority.
These units are permanently affordable, contributing to the current pricing mix. ltis
appropriate to assume that nonprofits will be just as active in building or acquiring
affordable housing in the RDA. As an example, the Bellingham Housing Authority has
completed a Memorandum of Understanding with the Port of Bellingham to develop
residential property in the waterfront portion of the RDA that will include “a multi-tiered
housing price structure to serve a broad spectrum of the community”.

As with other housing constructed in a downtown or waterfront environment, there are
multiple variables that will contribute to creating a range of unit prices in a building. An
element of affordability that is generally inherent in new residential development is the
unit’s location within a building. Whether a unit is located on a fower floor close 1o street
level, has a view or not, has solar access or located on the north (shaded) side of the
building can have a tremendous impact on price. Other variables include whether or not
new development includes private recreation facilities within a building or the
number/quality of public amenities that a building has convenient access to. Given the
size of the proposed RDA and the diversity of the site, there should be a number of
opportunities to build new housing at a range of prices.

Within the waterfront portion of the proposed RDA, the Port of Bellingham is responsible
for cleaning up the property and city has committed to constructing a number of
significant bridge, arterial street, parking, and pedesttian improvement projects The
City's use of “LIFT” and other financing methods to construct these improvements
means those costs will not be borne by the developers of new housing in the RDA. In
fact, absent use of public funds by the City and the Port to finance cleanup and
infrastructure construction, it seems unlikely that any housing would be built in this area.
Again, the use of LIFT and other public sources of funding in the RDA should reduce the
price of the housing or at least reduce the rate at which housing prices have been
increasing.
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Appendix A: Economic Development Service Agencies and Programs

Organization

Service

Western Washington University

Small Business Development Center
Center for Economic and Business Research

Chamber of Commerce & Industry

Business Center
Relocation Information
Whatcom Young Professionals Program

Sustainable Connections

Local Business Neiworking Initiatives
Small Business Conference and Events
Buy Local Campaign

Bellingham Whaicom Economic
Development Council

Revolving Loan Fund

Downtown Renaissance Network

Downtown Small Business Support Services

Building Industry Association

Professional Development Program

Bellingham Whatcom County
Tourism

Business Education Workshops
Business Listings

Whatcom Community College

Business Administration Program
Career Center
Worker Retraining Program

Bellingham Technical College

Small Business Management Course
Career Center

Whatcom Council of Governments

Regional Economic Development Planning

Port of Bellingham

Redevelopment, business leases and support,
and Economic Development Investment
Program

Whatcom County

Economic Development investment Program
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