Housing Authority of the City of Bellingham
Office: 208 Unity Street — Lower Level e Bellingham
Mailing Address: P.O. Box 9701 e Bellingham, WA 98227-9701

July 3, 2019

Mr. Jack Louws

Whatcom County Executive
311 Grand Avenue
Bellingham, WA 98225

Dear Executive Louws:

The Bellingham Housing Authority (BHA), a public body corporate and politic, has secured almost all
financing and equity to construct a sixty-nine (69) unit mixed use housing mid-rise, and a new BHA office
headquarters at the former Aloha Motel site on Samish Way. This project is the first phase of planned
two phase development that will include additional commercial spaces and 155 or more total housing
units. This development requires significant street and right-of-way reconstruction, as well as
reconfiguring electrical utilities. We believe this is an appropriate and productive investment for the EDI
program that will complete the financing package.

The Samish Way Development includes a mixed use, mixed income, intergenerational development that
meets and exceeds the goals of the City of Bellingham’s Samish Way Urban Village subarea plan. Our
development is an important step towards transforming this auto-oriented district into a more
connected neighborhood that encourages pedestrian activity. By revitalizing this well-frequented
corridor, the development will help the overall economic growth in the area by attracting businesses
and future development opportunities. Understanding the importance of integration between people
and places, the proposed development will maintain careful consideration for the needs of tenants and
the surrounding neighborhood. The architectural and landscape design will accomplish the goal of
increasing infill density while creating a setting that encourages pedestrian activity and multi-modal
transit.

To make this vison a reality, BHA has garnered support from the City of Bellingham, The Washington
State Department of Commerce and the Washington State Housing Finance Commission to create a
feasible and highly functional project that meets the needs of the community, anchors the development
of this targeted corridor and spurs economic growth. EDI funds are a key component for finalizing the
complex financing required for a project of this scale.

Thank you of your consideration.

K LELL

Ken Van Winkle
Director of Asset Development

Administrative Office: (360) 676-6887 o FAX (360) 676-7696 o TTY (360) 527-4655
Maintenance Office: (360) 676-6893 o FAX (360) 738-7311
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Whatcom County

Economic Development
Investments Program

Application for Funding

Jack Louws, Whatcom County Executive



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

Preliminary Information and Application
Note: The intent of this Program is to be consistent with State law, RCW 82.14.370

1. Who is eligible to apply: Local general or special-purpose governments and higher education.

2. What projects are covered: Construction of publically-owned infrastructure, facilities, and related
improvements, which enable or encourage the creation or retention of private sector businesses and jobs
in Whatcom County consistent with EDI Program Policy Objectives.

3. What activities are fundable: New construction, refurbishment, replacement, rehabilitation, renovation
or repair. Demolition is allowable if tied to construction. Soft costs allowed within scope of
construction budget. No land acquisition except right-of-way included in a construction project.

4. What can you use the funds for: Transportation (roads, bridges, rail), utility services (water, sewer,
storm, energy, telecom) and public buildings or structures.

5. Other Limitations: Planning/feasibility only projects are not eligible. Minimum local match is 10% of
EDI request. EDI Board will make recommendations to the County Council which makes the final
decision.

Preferential Project Types

First Preference — “JOBS IN HAND PROJECTS” — These types of projects will allow for the immediate
creation and/or retention of jobs by providing public infrastructure that directly supports jobs. A perfect
example would be a private business that will build or move into a facility and hire employees if a road is built
or if water/sewer lines are extended to the site. These types of proposals would include a commitment by the
private sector employer to create jobs and provide private investment.

Second Preference — “BUILD IT AND JOBS WILL COME PROJECTS” — These types of projects will
construct public infrastructure but are not associated with a specific commitment from a private business to
locate and/or create jobs. A perfect example would be the construction of roads and utility infrastructure to
serve a new business park that would benefit multiple businesses.

Third Preference - COMMUNITY ENHANCEMENT PROJECTS” — These types of projects generally
improve the physical appearance or create community assets to enhance the business climate. Examples would
be boardwalk, streetscaping, downtown structures, and other publicly-owned facilities that make a community
or region more attractive to existing or future businesses.

Last Updated: 11/18/13



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

Preferential Project Terms

First Preference — EDI LOAN — Due to the preferred revolving nature of EDI funds, proposals that are loan
only will receive higher scoring. Loan terms and interest rate structure matches the Public Works Trust Fund
program. The county will maintain discretion to modify such as including a deferral period.

Second Preference —- LOAN/GRANT COMBINATION - The preferred combination of grant funds and loan
funds is 1/3 grant, 2/3 loan.

Third Preference — EDI GRANT — Due to the “one-shot” nature of grants, projects of equal scoring
requesting a grant only will be scored lower than another similar project requesting a loan/grant mix.

Preferential* Project Amounts (Guidelines)

JOBS IN HAND PROJECTS - $1,000,000 limit if grant only. $2,000,000 limit if combination of grant and
loan. $3,000,000 limit if loan only.

BUILD IT AND JOBS WILL COME PROJECTS - $500,000 limit if grant only. $1,000,000 limit if
combination of grant and loan. $1,500,000 limit if loan only.

COMMUNITY ENHANCEMENT PROJECTS - $250,000 limit if grant only. $500,000 limit if combination
of grant and loan. $750,000 limit if loan only.

*Based on compelling reasons, the EDI Board and County Council may consider exceptions.

Past Performance
Have you received EDI Program funding in the past? ; Yes X No

If yes, provide project name and EDI grant/loan awarded:

If yes, EDI Program staff and/or the EDI Board may conduct an audit to review performance measures against
projected outcomes, such as job creation projections.

Has your jurisdiction received any audit findings from the Washington State Auditor in the past 10 years?
X Yes; No. If yes, provide details:

The Housing Authority of the City of Bellingham received a finding in 2016 because resident safety services
were paid for from the Capital Fund Grant. The finding was satisfied when the Capital Funds were allocated to
appropriate capital improvement projects.

Last Updated: 11/18/13



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

THRESHOLD PROJECT CRITERIA

Evidence of Planning
YES NO

X Project included on an adopted regional economic strategy (“CEDS” list).

X Project included in the applicant’s Comprehensive Plan.

X Project included in the applicant’s Capital Expenditure Plan or adopted budget.
COMMENTS: Urban Village infrastructure is listed under City of Bellingham's portion
of the CEDS list, and is for construction of critical infrastructure for the development
of urban villages.

THRESHOLD PROJECT SCORING
POINTS Preferential Project Type
S ___Jobs In Hand 10 points
X Build It And Jobs Will Come 5 points
___ Community Enhancement 2 points
10 : :
Preferential Project Terms
1 Loan Only 10 points
___ Loan/Grant 5 points
_ Grant Only 2 points
5 Preferential Project Amounts
~ X Within Dollar Limits 5 points
____Outside Preferred Dollar Limits 0 points
20

TOTAL POINTS  To proceed to other parts of the application and to receive EDI Board

review, a proposed project must score 10 or more points on the above
section.

Last Updated: 11/18/13



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

PROJECT APPLICANT

Applicant Name: __ Bellingham Housing Authority

Applicant Address: 208 Unity Street, Bellingham WA

Applicant Contact Person: Ken Van Winkle

Applicant Email and Phone Number: kvanwinkle@bwcha.org / 360-739-2573

PROJECT TITLE
Samish Way Development

PROJECT AMOUNT REQUESTED

$ 600,275.23 ED] TOTAL - (Loan $ 600,275.23 ; Grant $ )
$ 17,030,409 Local Match (10% of EDI request minimum)
PROJECT TYPE
___Jobs In Hand X Build It And Jobs Will Come Community Enhancement
PROJECT TERMS
X Loan Only _ Grant/Loan ___ Grant Only If a loan, term requested:  50*  (years)

* BHA proposes: 1% simple interest deferred for 20 years, amortized over 50 years, cash flow dependent.

PROJECT LOCATION: 315 North Samish Way, Bellingham, WA

PROJECT DESCRIPTION

The City of Bellingham has targeted redeveloping North Samish Way as an urban village with a vibrant mix of
commercial and residential development since adopting the Samish Way Urban Village Subarea Plan in 2009.
Both the Sehome and York Neighborhood Associations were instrumental in developing the plan, and they
continue to support and advocate for redevelopment. The Samish Way Development is the first significant
commercial and residential development in the area, and is designed to catalyze additional private
redevelopment. It includes a mixed use, mixed income, intergenerational development that meets and exceeds the
goals of the City's Plan. The Development is a critical step toward transforming this auto-oriented district into a
more connected neighborhood that encourages pedestrian activity. Phase 1 includes 69 mixed income apartments
and new administrative headquarters for the Authority with shared podium parking. Phase 2 includes additional
commercial spaces, 85 or more additional mixed income apartments, additional podium parking and an inner
courtyard to coalesce tenants, community, and commercial spaces. EDI funds will pay for publicly-owned
infrastructure that is required to support redevelopment of this site.

Last Updated: 11/18/13
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Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

BASIC PROJECT INFORMATION

1. Complete the public project budget and status of funds below. If EDI funds are approved is funding
100% complete? X Yes  No

See attachment 1A for funding sources.

Funding Source Amount Planned/Applied For Secured
Federal Dollars $ Yes No Yes No
State Dollars $ Yes No Yes No
Local Dollars $ Yes No Yes No
EDI Funding $ Yes No Yes No
TOTAL $

2. Describe the amount of outside (private) funding committed to the project (eg. Plant and equipment).

Approximately $15,000,000 is the current estimate for private equity funding. The final amount will be
determined during a competitive RFP process with large institutional funders competing for the 9% low
income tax credits the Authority has been awarded.

3. Describe the public infrastructure being proposed. Include engineering estimates and a site map
detailing the proposed improvements as Attachments A and B.

The City of Bellingham is requiring complete reconstruction of Otis Street with curb, gutter, sidewalk, and
drainage improvements. Reconfiguring electrical site distribution utilities on Otis and Laurel Streets are
necessary to eliminate obsolete motel utilities. Please see attachments A and B.

4. Describe how these improvements will enhance or encourage community vitality and stimulate other private
development in the area.

The Samish Way Development includes a mixed use, mixed income, intergenerational development that meets
and exceeds the goals of the City of Bellingham's Samish Way Urban Village subarea plan. Our development is
an important step toward transforming this auto-oriented district into a connected neighborhood that encourages
pedestrian activity. By revitalizing this well frequented corridor, the development will help the overall economic
growth in the area by attracting businesses and future development opportunities.

Last Updated: 11/18/13



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

5. List all permits and environmental reviews required for the public project and detail their status
(completed, in-process, etc.)

In Process Date Completed
Preliminary Engineering 10/17/18
Environmental Review 7/03/19
Design Engineering 4/15/19
Right-of-Way 8/15/19
Construction Permits _7/22/19
Environmental Permits 7/22/19
Bid Documents 8/22/19
Award Construction Contract 10/1/19
Begin Construction 11/1/19
Project Operational 2/28/21

6. Are any other public jurisdictions involved in this project? If so, in what way?

The City of Bellingham has contributed $1,300,298.00 in Housing Levy funds. The State of Washington has
awarded $3 million in Housing Trust funds.

7. Who will maintain the public facility/infrastructure to be completed with EDI funds? Will this project
impact utility rates within the jurisdiction?

The City of Bellingham will maintain the road infrastructure; Puget Sound Energy will maintain the electrical
distribution utilities.

8. Will this project directly generate a revenue stream that could be used to repay an EDI loan? Will this
project spur indirect revenues that could be used to repay an EDI loan? If no to either question - why?

The current financial model reflects cash flow and a debt coverage ratio that will support a limited revenue
stream to repay an EDI loan. Commercial spaces planned for Phase 2 could spur indirect revenues that could
also be used to repay an EDI loan.

Last Updated: 11/18/13



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

9. What other revenue sources are available for this project and have they been considered. This includes
forming a Local Improvement District (LID or ULID), issuing Councilmanic Bonds, Revenue Bonds, or
other source(s).

All revenue sources considered for this project are detailed in item 1 of this application and attachment 1A.

10. Describe the private development project that will be supported by this public facility project. If there is
a committed private sector partner include Contingency Agreement (Attachment C).

Phase 1 includes 69 mixed income apartments owned by the Samish Way Redevelopment Partners LLLP,
of which the Bellingham Housing Authority is the General Partner. The Authority also plans to build new
office headquarters on the site. Phase 2 includes commercial space and two additional buildings of mixed
income apartments that will also be owned by public/private limited partnerships. Several private sector

investor partners have expressed interest and will be selected through a Request for Proposals process and

negotiations.

11. Explain why the private development requires the proposed public improvement(s).

The road and right-of-way improvements are required by the City of Bellingham in order to develop the site.
The electrical utility improvements are required to replace an obsolete distribution system. Providing
apartments that are affordable to a broad range of incomes limits the ability to support conventional

financing.

12. What is the status of the associated private development review and permits. List all permits required
and give the current status (applied for, being reviewed, issued).

In Process Date Completed
Environmental Review 7/15/19
Construction Permits 7/22/19
Environmental Permits 7/22/19

13. Describe the type of industry or economic activity the public development will attract. What is the
strategy to attract industry to the project site?

The development is designed to attract retail, dining, and entertainment businesses, as well as
bring new residents to the area to patronize other commercial establishments. The Housing
Authority successfully advocated for designating the area as a federal Opportunity Zone, providing
federal tax incentives for investors. The Authority is actively soliciting commercial partners.

Last Updated: 11/18/13



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

14. List the number of projected jobs, by type, to be retained and/or created by the private entity.

Current Jobs # Of Jobs # Of Jobs Created | Hourly Wage of | Local
Retained** (In | Created Year 1 | by Year 5 (In current or new Occupational
FTEs) (In FTEs) FTEs) position Hourly Wages***
Occupation
mn*
Mgmt./Admin N/A
Technical/Prof 69 193 $18
Office/Clerical
Production 173 340 $29
Sales
46 105 $19
Skilled Crafts
Others 11 57 $27
Totals
299 695 N/A N/A

* Indicate Management positions in annual salary.
** Retained jobs are defined as jobs that would otherwise be lost from the county without this project.

*** This column will be populated with data from the state before application is distributed and revised annually.

a. Projected annual gross payroll for all job classifications $ 33,035,152
b. Describe fringe benefits the company offers to regular full time employees?

( health insurance, retirement plans, etc.) Full time Housing Authority employees are offered medical,
dental, and a $50/month VEBA plan, with the option to participate in a FSA. Employees are also offered
life and disability insurance, retirement plans, and an optional deferred compensation plan. Paid sick,
vacation, and personal time are also included.

Construction workers on this project will also be offered benefits or paid the cash equivalent of their fringe
benefits based on job classification.

15. How does this project support the economy of Whatcom County and how does it fit into a county-wide
economic development strategy?

The Samish Way Development project will support Whatcom County's economy by creating additional
commercial activity, catalyzing private redevelopment of this urban village, and providing rental housing that
is affordable to the workforce. The construction of this project will also sustain a large number of full time
jobs in the construction industry. Construction of Urban Village infrastructure is a priority on the CEDS list
under the City of Bellingham section, and our project will provide vital infrastructure to the Samish Way
Urban Village's revitalization.

Last Updated: 11/18/13



Whatcom County Economic Development Investment (EDI) Program
Revolving Loan and Grant Program to Encourage Creation or Retention of Private Sector Jobs

16. What will the effect of this project be on the natural environment - does the project address any issues
related to public health, pollution, or quality of life?

The project site was previously developed, and, as such, the effect on the natural environment is neutral.
Prescriptive storm-water systems will be built and erosion control systems will be in-place during construction.

Public safety will be enhanced with a new professional office building, new housing units, and new
commercial spaces, all working together to revitalize this previously condemned site while attracting new
business to this targeted urban village.

17. Does this project address any existing issues related to public safety and/or does it increase public safety in
the future or address a potential future public safety issue?

The development consummates a long process by the City of Bellingham and the Bellingham Housing
Authority to redevelop this condemned site and known drug haven to reduce crime and become a
keystone of the Samish Way corridor redevelopment.

18. Describe specific quantifiable measures of the outcomes, other than purely jobs, that will demonstrate
project success. Describe how you will measure this and explain what you expect to show as progress
toward the outcome.

Quantifiable outcomes of this development include expanding the tax base by establishing new businesses at
this site and catalyzing additional private redevelopment in the area. Providing apartments that are affordable
to a broad range of income will help stabilize the workforce by reducing residents' rent-burden, freeing up
expendable income for other needs and discretionary spending. This can be measured in sales and business &
occupation tax receipts and future building permits issued in the district.

Application for Funding — Certification

[ HEREBY CERTIFY THAT THE INFORMATION GIVEN IN THIS APPLICATION TO
WHATCOM COUNTY FOR INVESTMENTS IN ECONOMIC DEVELOPMENT IS TRUE AND
CORRECT TO THE BEST OF MY KNOWLEDGE AND BELIEF.

Signature of Responsible Public Official: XM«Z// Date Z/‘/?lé?

10

Last Updated: 11/18/13



Attachment 1A

Samish Way Development EDI

Funding Source: Amount Planned/ Applied for Secured

Private Equity (Federal Tax Credits) S 15,000,000.00 Yes Yes
Permanent Conventional Loan $1,184,540.92 Yes Negotiations
WA Dept. of Commerce Loan S 3,000,000.00 Yes Yes
Bellingham Housing Levy (Acquisition) S 668,500.00 Yes Yes
Bellingham Housing Levy (Construction) S 1,300,298.00 Yes Yes
Whatcom County EDI Program S 600,275.23 Yes No
Whatcom County Workforce Loan S 100,878.98 Yes No

BHA Cashflow Note S 780,409.00 Yes Yes
Total $ 22,634,902.13




ATTACHMENT A

ENGINEERS, INC. 208 Third Street, Lynden, WA 98264
Tel (360) 354-4757, Fax (360) 354-6794

ELECTRICAL ENGINEERING

Preliminary Electrical Cost Estimate - Site Distribution Utilities
(Revised after 5/2/2019 meeting with PSE at RMC's office)

Item Quantity | Unit Cost Total
Otis Street
(Demolition only)
Remove existing pole and secondary overhead cables 1 ea. $2,000.00 $2,000.00
that has been disconnected and used to supply the hotel.
subtotal $2,000.00
Samish Way

(Remove portion of Existing 15KV Overhead, provide future underground

conduits except, does not include 115KV Transmission Lines)

PSE to remove existing overhead 15KV primary system 2 span $4,000.00 $8,000.00
PSE Primary power conduit (for future use) 200 If. $200.00 $40,000.00
Trenching and Backfilling 200 If. $50.00 $10,000.00

subtotal $58,000.00

Samish Way PSE 115KV Transmission Lines - Option 4

(No work for Phase 1)

subtotal $0.00

Abbott Street

(No work for Phase 1)

subtotal $0.00

Laurel Street

(Shrink building and move it 20 feet away from existing overhead lines

so they can stay as-is for Phase 1 only)

PSE primary pole mounted near new transformer 1 ea. $6,000.00 $6,000.00

PSE Primary Power Vault 1 ea. $7,725.00 $7,725.00

PSE Padmount Transformer for new Building 1 ea. $40,000.00 $40,000.00

PSE Primary power conduit & cables 15 If. $400.00 $6,000.00

Telephone, CATV, & Fiber conduits & cables 120 If. $27.00 $3,240.00

Trenching and Backfilling 120 If. $50.00 $6,000.00

subtotal $68,965.00

Contingency (6%) $7,737.90
Overhead, Profit, Mobilization 10% $13,670.29
Bellingham Sales Tax (8.7%) $13,082.47

TOTAL $163,455.66
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Executive Summary

The Problem
e 37% of households were cost-burdened by housing (2017)
o0 Atypical unit completed in 2017 in the US rented at an average of $1,012 per month
o Switch from homeowners to renters has contributed to a shortage of rental units
= Share of renters rose from 33% in 2010 to 36% in 2017
= 5.1 million more low-income renters than affordable units to fill them (2010)

The Solution: Affordably Priced Rental Units
e Affordable housing programs have shown to have strong positive economic and tax-generation
impacts
0 NSAFAH (2011-2016) NY 2011 to 2015: 128,275 affordable housing units were
developed or preserved
= $54.5 billion in economic spending and another $6.5 billion in spending each
year after
= 329,400 one-time jobs and another 46,800 ongoing jobs
o0 Every dollar in direct federal spending on housing capital and maintenance resulted in
another $1.12 in indirect and induced expenditures
o Creating 100 units results in 80 direct jobs, 42 jobs from indirect and induced effects,
and 30 jobs supported by the new residents’ spending
e Additional Effects
o Spending: low-income households in affordable housing spent nearly 5 times as much
on health care, a third more on food, and two times more on retirement savings than
other low-income households
0 Health: children living in subsidized housing had a 35 percent higher chance of being
classified as “well”
0 Education: children living in low income households have poorer school performance
0 Economic Mobility: over one in three interviewed had some plan for economic mobility,
mainly through pursuing an education to qualify for a better job

Samish Way Redevelopment Project
155 Apartment Units and 20,000 sq. feet of commercial space
e Phasel-2019
69 apartment units and 11,065 sq. feet of office space
o A total output of $44,703,386.59
0 98.6 one-time jobs to earn a total of $15,561,028.20 in compensation
o0 State and local taxes to receive $1,783,422
o Federal taxes to receive $3,788,663
e Phase 2-2020
86 apartment units and the remaining 9,945 square feet
o A total output of $41,330,232.20
0 274.4 one-time jobs to earn $14,338,494.7 in compensation
0 State and local taxes to receive $1,643,744
o Federal taxes gain $3,487,690
e Ongoing Effects of Commercial Operations and New Households



The actual effect should be somewhere in between these two depending on total new
households
e Commercial Operations only (no new Households)
o0 A total output of $43,815,241.70
0 234.7 total jobs are supported
o State and local taxes receive $548,841
o Federal taxes increase by $3,038,023
e Commercial Operations and all new households
o A total output of $48,887,715
0 275.3 total jobs
o State and local tax revenues rise by $936,313
o Federal tax revenues rise by $3,474,317

Background Information

In recent years, housing prices have been increasing at rates outstripping wage growth nationally,
resulting in a growing number of cost-burdened households (households who spend at least 30 percent
of their incomes on housing). From 2010 to 2017, real median wages have risen by just over 9 percent,
with the most growth in the past couple of years. Median gross rent has increased from $841 to $982
over the same time period, an increase of 17 percent. This wide disparity (8 percent) indicates how
much more of a given household’s income must be put toward rent, as low-income households are
generally more likely to rent. Gross rent as a percent of income in comparison has predictably risen,
from 26.5 percent to 31.0 percent over time period of 2010 to 2017. As more household income goes
toward paying rent, less is left for any consumer spending and housing insecurity risks are increased.

Nationally (2017), over 20 million renter households (50 percent) are cost-burdened by housing, nearly
identical to 2010. The 2010 data did show, however, that most of those cost-burdened in 2010 were
paying over 50 percent of income in rent, a serious sign of the recent 2008 recession. Extremely low
income renters have it much worse; 71 percent of whom are severely cost-burdened (spend at least 50
percent of household income on housing). ! All these indicators are taken from US Census American
Community Survey and indicate a recovery from the recession; however, housing hasn’t bounced back
nearly as well to pre-recession levels.

Switch from Homeowners to Renters

Homeownership rates have fallen, especially among young adults, overwhelmingly resulting from high
housing costs and the blow the recession dealt to income and personal asset growth. Built up wealth
was devastated amongst millennials, as the recession represented a lost chance to invest in both
markets and housing. Alongside this, national median rent rose 20 percent faster than overall inflation
from 1990 to 2016 and median home prices 41 percent faster, according to the “State of the Nation’s
Housing 2018.” This is reportedly caused by increases in costs of construction, mainly due to land
scarcity in metropolitan areas, although high demand for rental units following the financial crisis made
this a two-pronged issue. In fact, US Census Data indicates an increase in the percent of renting
households, from 33 percent in 2010 to 36 percent in 2017. The impacts are especially evident among
young adults — who are often at lower income levels — that face the decision to buy a house now at
historically high prices, or rent at inflated rates. They are also hesitant to buy a home due to the housing
bubble that set off the most recent recession, as many who could not afford it faced foreclosure.

1 NLIHC, 2017



Nationally, among those below the age of 35, 10 percent are living in owner-occupied homes in 2017,
which is down from 13 percent in 2005. As more households demand apartments over homeownership
faster than supply of apartments can go, rental rates rise and increase the need for affordable housing.

Increased Need of Affordable Housing

Rental rates that grow faster than income impact everyone, but not evenly. Those at lower income
brackets are especially disadvantaged, as most new rental units are being constructed to be priced at
market level (due to high construction costs limiting financing opportunities), which in most areas are
not affordable to those in the bottom quartile of incomes. For example, a typical unit completed in 2017
rented at $1,012 per month, equaling $12,144 annually. To not be cost burdened (< 30 percent of
income goes to housing costs) the household would have to make over $40,000 annually, unobtainable
for more than a third of US households. In fact, 2010 had 5.1 million more low-income renters than
affordable units to fill them - a larger group than the entire Boston metro population, according to the
State of the Nation’s Housing 2013. This shortage has been further exacerbated more recently, affecting
severely low income more than any other group. There were 7.4 million severely low income
households than affordable rental units in 2017. 2

To make matters worse, affordable housing does not always mean available housing. NLIHC found that
of 7.5 million homes affordable to lower income households 3.5 million of these are occupied by higher
income households.® By limiting these new units to low income households, as done in Low Income
Housing Programs, the shortage can be addressed.

Modeling Economic Effects

Numerous other impact studies have run input-output modeling software to quantify the effects of
constructing affordable housing units. They vary in location, year, and type of housing subsidy but all
demonstrate strong positive impacts from developing affordable housing units. These impacts take the
form of direct effects (construction related), indirect effects (industries supporting construction), and
induced effects (impact of those new residents’ and worker’s local consumption spending). In addition,
federal and state taxes see an increase in revenues from these affordable housing projects.

New York State Affordable Housing Program 2011 to 2015
HR&A Advisors, 2017

From 2011 to 2015 128,275 affordable housing units were developed or preserved, at an average of
25,655 each year, with 83 percent of these located within New York City. This was done thanks to an
investment of $30.8 billion from government, non-profit, and private sectors.

One-Time Construction Impacts:

® $54.5 billion in Economic Spending
O The investment of $30.8 billion towards direct construction costs
O 12.9 billion resulting in indirect effects
O 10.8 in induced spending
® 329,400 jobs; at a total of $20.9 billion in compensation for those jobs
O 152,100 construction jobs

2NLIHC, 2017
3 NLIHC, 2017



0O 98,200 jobs in indirect effect from industries supporting construction
O 79,100 jobs from induced effects of those new resident’s spending

Ongoing Annual Impacts:

® 5$6.5 billion in economic spending:
O $4 billion in direct/construction spending
O $1.26 billion in indirect spending
O $1,181 in induced spending
® 46,800 jobs
O 32,800 direct jobs
O 6,900 indirect jobs
O 7,100 Induced jobs

From the $30.8 billion spent on developing or preserving 128,275 affordable housing units, there was a
total of nearly $55 billion in one-time construction spending and $6.5 billion in spending each year after
construction. It also supported 329,400 one-time jobs and 46,800 permanent jobs.

50 Unit Prototypical Study

Even more, HR&A reported estimates that were scaled down to only the effects of 50 units of affordable
housing for construction in New York State. They found that from a $9.4 million investment there could
be approximately $16.6 million in total economic spending, the impact felt in $3.9 million in indirect
effect and $3.3 million in induced effects. They also found 100 total one time jobs: 46 from construction,
30 from indirect effects, and 24 from induced effects. Finally, the annual ongoing spending generated
every year after construction through operations totaled S2 million.

More Studies

Other meta-analyses have attempted to generalize the economic benefits of affordable housing to be
true regardless of the project’s location. Econsult found in a 2007 analysis of ten metro areas that for
every dollar of direct federal spending on capital and maintenance an additional $1.12 in indirect and
induced expenditures is generated by suppliers, vendors, and wage earners. On average, that total
spending supported 244 jobs in each metro area. * The National Association of Home Builders estimate
the number of jobs supported by the creation of new housing for both the Low Income Housing Tax
Credit (LIHTC), a form of affordable housing program, and market-rate housing and found very little
difference between the two; in creating 100 units, there are 80 direct jobs, 42 jobs from indirect and
induced effects, and 30 jobs supported by the new residents (2 more for market rate).> This may appear
to mean there is no reason to encourage affordable housing, however, there are several more
qualitative effects as well as the Census metrics discussed previously.

Why Affordable Housing and Not Market-Rate?

Of course, the same level of construction spending could have been taken on in creating market-rate
units; however, affordable housing units have the added benefit of raising the quality of life for a group
of people, improving a poorer neighborhood, and can result in even more consumer spending than
construction of market-rate housing. This is because as less of a low-income household’s income has to

4 Econsult, 2007
5 National Association for Homebuilders, 2010



go to paying for housing more can be spent elsewhere, increasing aggregate demand. Low-income
households also have a higher marginal propensity to spend, which means that they spend more, on
average, of each dollar they earn than households in other income brackets. This expands their
economic impact, maximizing the reach of each dollar. According to a 2011 study by the Harvard Joint
Center for Housing Studies, low-income households in affordable housing spent nearly five times as
much on health care, a third more on food, and twice as much on retirement savings than other low-
income households. This increased spending leads to a stronger local economy as well as more revenue
to the government in sales taxes where those apply.

Quantitative Impacts
Health

There are other reasonably expected effects of affordable housing that are much harder to quantify and
define but have a real and long-term effect on the local economy. Positive impacts to health outcomes
are tied into the expected increase in disposable income that comes with affordable housing, especially
for children growing up in low-income households. Families living in affordable housing are significantly
less likely to forgo needed doctor’s visits and medications due to a lack of money.® Another study found
that children living in subsidized housing had a 35 percent higher chance of being classified as “well,”
have a 28 percent lower risk of being seriously underweight, and a 19 percent lower risk of being food
insecure.” As nutrition and appropriate health care are substituted to pay for housing, those children
may see continuous health issues even later in life that burden their disposable income and ultimately
demand. Finally, adults who felt worried about being able to pay their rent or mortgage were three
times more likely to report mental distress and were nearly 50 percent more likely to have difficulty
sleeping.®

Education

Children growing up in low-income households have been shown to perform worse in school,
overwhelmingly due to homelessness or hypermobility. They are more likely than their peers to perform
poorly in school, repeat grades, drop out, disengage in the classroom, and suffer from learning
disabilities and behavior problems.® By creating housing security for these families it can improve the
children’s education and likely impact their future achievement. Even more, it isn’t only these children
who suffer impacts from housing insecurity on their education. Review and catch-up work are more
often necessary in these schools, and teacher morale is lower compared to schools attended by a less-
mobile student population.®

Personal Well-being

A recent survey response study, conducted by the Terner Center at UC Berkeley, analyzed the responses
of families in several California LIHTC program apartment complexes.!! Nearly all of those surveyed (90
percent) reported that their housing had improved, and a vast majority indicated “affordability” as the
major benefit, after moving into the LIHTC property. One in five respondents said they had experienced
homelessness before moving into their current unit, and another 20 percent reported being forced to

6 pollack, Evans, Griffin, and Lynch, 2010

7 March, 2009

8 Liu, Njai, Greenlund, Chapman and Croft, 2009
° Brennan, 2011

10 Cunningham & MacDonald, 2012

11 Reid, 2018



move involuntarily, either as a result of eviction or an unsustainable rent increase. One respondent, a
construction worker with three kids, even detailed his previous living situation as follows: “my family
and | were living in a garage. The garage was split into 6 units with curtains. This is not some fancy
house, it’s just your normal two-car garage. We were living in that little space, with no running water,
other people just on the other side of the curtain.”

Providing an affordable and secure place for these families to live not only improves their current
situation but also encourages them to pursue education and new employment opportunities. Of the
working age residents surveyed, 58 percent were employed, with a majority of the rest in school, a stay-
at-home parent, or retired/disabled. Finally, over one in three interviewed had some plan for economic
mobility, mainly through pursuing an education to qualify for a better job. The benefits of providing
these struggling households with a base to improve their education and employability should be
considered an important side-effect of affordable housing projects.

Samish Development Project Model

The site of the proposed redevelopment is located at 315 N. Samish Way in Southern Bellingham,
Washington. Previously occupied by the Aloha Motel, the site was purchased by the City of Bellingham
in 2015 after it was declared a blight on the neighborhood for housing criminal activity. The 66,000
square foot site has since been purchased by the Housing Authority and is planned to be developed with
155 apartments priced affordably to a variety of income levels. In addition, the site will be split into
space for limited-service restaurants, retail space, and government offices. On-site parking and other
infrastructure improvements will also be rolled into the construction. The project will be completed in
two phases, with construction finishing in 2021.

Model Assumptions and Planning

The plan states that units will be available at several different income ranges and each household has to
earn an income within that range to qualify for the apartment. Each household’s individual impact on
the local economy and in taxes depends on their income. With it not being possible to predict the exact
incomes of these households within that range, the average value in the range was used as a simplified
estimation to run in the model.

Additionally, the construction of restaurants, retail space, and office space for a total of 20,000 square
feet will be completed between the two phases. The numbers of jobs created through this development
were calculated based on the total area allocated to each section using industry averages of square feet
per employee supported. Of course, these may not fully reflect the true number of employees after
completion. Finally, the effects of the commercial space will not be in true effect until the completion of
the entire project, even though part of the construction occurs in Phase 1.

Phase 1-2019
69 of the total of 155 apartments will be completed in Phase 1.

e 17 households with an annual income in the range of $40,000 to $50,000
o0 Averaged at $45,000 for the model

e 52 households with an income of $30,000 to $40,000
o Averaged at $35,000 for the model

11,065 square feet of commercial space will be built in Phase 1.



NAICS designation: Offices for local government
e 150 square feet per employee
e 74 employees projected

Phase 2 - 2020
The remaining 86 apartments will be completed in Phase 2.

e 43 households with an annual income in the range of $20,000 to $25,000
o Averaged at $22,500 for the model

e 43 households with an annual income in the range of $50,000 to $70,000
o Averaged at $60,000 for the model

The remaining 9,945 square feet of commercial space to be built into limited service restaurants or retail
space will be constructed during Phase 2. For the purposes of the model this space will be split evenly
between the two types detailed, as they haven’t been determined yet.

NAICS designation: Limited-service restaurants
e 4,468 square feet
e 200 square feet per employee
e 22 employees projected
NAICS designation: Retail — miscellaneous store retailers
e 4,468 square feet
e 450 square feet per employee
e 10 employees projected

Finally, relevant to both phases, to better represent the impact on federal income tax revenue from this
project, it's important to know if these occupying households will file as single or married. Based on data
found for Bellingham, 34.4 percent of the city file their taxes as married. This percentage was factored
into tax revenue estimates for all households of each income level.

Results

The results found through this analysis were generated using IMPLAN. IMPLAN is a widely-used input-
output modeling software. The software utilizes an I-O table, representing a social accounting matrix
(SAM) of local sectors and their relation to one another, to generate a set of multipliers. These
multipliers are applied to the direct effect as stipulated by the project (construction costs, employment
in certain sectors, number of new households, etc.) to determine the indirect and induced effects of any
change to the economy. For this model, the 2016 Whatcom County table was utilized, which reflects the
business conditions of Whatcom County in 2016. Due to no large structural changes to Whatcom’s
economy from 2016 until 2019, the date of this project, it is reasonable to use this model to estimate
the impact of the project. All dollar impacts below are in 2019 dollars.

Important Terms
e Direct Effect - The economic impacts of the initial spending alone. This money would pay for
construction expenses including payments to construction workers and materials.
e Indirect Effect - The economic impacts caused by additional business spending stimulated by the
direct economic spending e.g. supplier business operations.
® Induced Effect - The economic impact of spending made possible by compensation of workers or
the increase in disposable income of the new residents.



e Total Value Added - The difference between the value of the intermediate inputs and the output
and includes compensation for employees and taxes e.g. difference in value going from building
materials and the finished apartments.

e OQutput - The total value of the finished apartments or industry production. It includes spending
and total value added.

Phase 1 - 2019

Construction of 69 apartment units and the 11,065 sq. feet of office space resulted in the following
economic impacts, as detailed in Figure 1.

A total output of $44,703,386.59. This includes $28,183,087.50 from the direct effect of constructing
the units and offices and $16,520,299 in indirect and induced effects.

Results in a total of 298.6 one time jobs. Over half of these jobs (172.2) are a direct effect of the
construction. The remaining 126.4 jobs come from induced or indirect effects.

Compensation for workers of $15,561,028.20. Most of the earnings (510,191,406.3) go to pay
construction workers through the project’s direct effect. The remaining % of compensation
(55,369,621.90) is a result of the indirect and induced effects.

Figure 1: The Economic Impacts of Phase 1
Impact Type Employment Labor Income Total Value Added Output
Direct Effect 172.2 $10,191,406.3 $14,073,787.7 $28,183,087.5
Indirect Effect 59.2 $2,714,181.2 $4,382,511.3 $7,959,372.2
Induced Effect 67.3 $2,655,440.7 $4,991,809.3 $8,560,926.8
Total Effect 298.6 $15,561,028.2 $23,448,108.4 $44,703,386.5

Impacts to taxes of Phase 1 of the project’s construction are modeled to be as following and detailed in
Figure 2.

State and Local Taxes would receive $1,783,422 with a majority of that coming from taxes on
production and imports of goods (construction). Taxes paid to the federal government total $3,788,663
and are for the most part split between employee compensation and taxes paid by households.

Figure 2: The Tax Impacts from Phase 1

Tax on
Description Employec.e Proprietor Production Households Corporations Uizl
Compensation Income and Taxes
Imports
State and
$114,519 NA $1,579,649 $86,030 $3,224 $1,783,422

Local Tax
Federal Tax $1,776,591 $110,915.00 $213,670 $1,285,205 $402,282 $3,788,663




Phase 2 - 2020

Construction of the remaining 86 apartment units and 9,945 square feet of commercial area (split into
4,468 square feet of limited-service restaurants and 4,468 square feet of retail) resulted in the economic
effects detailed by Figure 3.

A total output of $41,330,232.2. This is a summation of the direct effect of $26,002,858.9, indirect
effect of $7,438,796, and induced effect of $7,888,577.3.

274.4 one-time jobs are created. A majority of these one time jobs (156.8) come from the direct effect
of the construction. The remaining 117.6 jobs are results of indirect (55.6) and induced (62) effects.

Those jobs will receive a total of $14,338,494.7 in income. This includes $9,349,619.7 paid to
construction workers (direct effect) as well as $2,542,024.60 in compensation from jobs supported by
indirect effects of the construction. The final $2,446,850.50 is a result of the project’s induced effects.

Figure 3: The Economic Impacts of Phase 2

Impact Type Employment  Labor Income Total Value Added Output
Direct Effect 156.8 $9,349,619.7 $12,910,351.8 $26,002,858.9
Indirect Effect 55.6 $2,542,024.6 $4,102,169.4 $7,438,796.0
Induced Effect 62.0 $2,446,850.5 $4,599,809.2 $7,888,577.3
Total Effect 274.4 $14,338,494.7 $21,612,330.5 $41,330,232.2

Phase 2 of the project will have impacts on taxes that are detailed in Figure 4.

State and Local Taxes would receive $1,643,744 with a majority of that coming from taxes on
production and imports of goods (construction). Taxes paid to the federal government total $3,487,690
and are for the nearly entirely split between employee compensation, taxes paid by households, and
corporate taxes.

Figure 4: The Tax Impacts from Phase 2

Employee Proprietor Taxon Total
Description ploy . P Production = Households Corporations
Compensation Income Taxes
and Imports
SEEUER  <105,116.00 NA  $1,456,354.00 $79,301.00 $2,973.00  $1,643,744

Local Tax
Federal Tax $1,630,710 $104,275 $196,992 $1,184,674 $1,184,674  $3,487,690

Phase 1 and 2 Totaled (All Construction)

The following is the one-term effects of both phases of construction involved in the project. This
includes all 155 apartment units and the 20,000 square feet of commercial space.



The following are the total economic impacts of the total project (total of phase 1 and 2) and are
presented in Figure 5.

Total Output of Phase 1 and 2 of $86,033,618.6. Most of this spending is a direct result of the
construction ($54,185,946.4). Indirect effects account for $15,398,168.2 in spending and induced effects
result in $16,449,504.1.

573 total one-time jobs. Construction workers (direct effect) represent a majority of this effect with 329
jobs created through this project. Supporting industries (indirect effects) see a one-time increase by
114.7 jobs. Lastly, the project’s induced effect would account for the remaining 129.2 jobs expected by
the model.

These one-time jobs created through the project should see a total of $29,899,522.9 in compensation.
As expected, construction workers will receive a larger share of this total, earning $19,541,025.9.
Workers in construction supporting industries (indirect effect) will receive $5,256,205.8. Finally, induced
effect is expected to result in $5,102,291.2 in compensation.

Figure 5: The Economic Impacts of Both Phase 1 and 2
Impact Type Employment Labor Income Total Value Added Output
Direct Effect 329.0 $19,541,025.9 $26,984,139.5 $54,185,946.4
Indirect Effect 114.7 $5,256,205.8 $8,484,680.8 $15,398,168.2
Induced Effect 129.2 $5,102,291.2 $9,591,618.6 $16,449,504.1
Total Effect 573.0 $29,899,522.9 $45,060,438.9 $86,033,618.6

Commercial Operations

Following the completion of both stages of the project in 2021, and the opening of 20,000 square feet of
commercial space, here will be 11,065 square feet of local government offices, with the other 9,945
square feet split between limited-service restaurants and retail. For the purposes of the model that area
is to be split evenly between the two at 4,468 square feet each.

The service of the commercial spaces is expected to result in the following economic impacts and are
detailed in Figure 6 and are as follows.

A total spending (output) of $43,815,241.70. This is made up of the direct effects of spending (output)
of $25,823,168. Spending generated through indirect effects from supported industries is expected to
be $11,606,494.6 and induced effects contributing $6,385,578.2 towards that total.



Figure 6: The Economic Impacts of Commercial Operations

Impact Type Employment Labor Income Total Value Added Output

Direct Effect 106.0 $5,649,999.2 $10,913,124 $25,823,168.9
Indirect Effect 78.5 $3,981,585.2 $5,962,498.9 $11,606,494.6
Induced Effect 50.2 $1,981,251.6 $3,722,791.6 $6,385,578.2

Total Effect 234.7 $11,612,836 $20,598,414.4 $43,815,241.7

Taxes generated through the commercial operations are estimated to be as follows and are detailed in
Figure 7.

State and Local Taxes would see $548,841 in new revenue. Taxes on production and imports, make up
a large percentage of this tax revenue increase ($389,323). Federal taxes are expected increase by
$3,038,023 with half of that in the form of employee income tax.

Figure 7: The Impacts on Taxes of Commercial Operations

Employee Proprietor Taxon
Description ploy . P Production Households Corporations Total Taxes
Compensation Income
and Imports
State and
Local Tax $91,212 NA $389,323 $63,786 $4,520 $548,841
Federal Tax $1,415,014 $53,438 $52,661 $952,901 $564,009 $3,038,023

Commercial Operations & New Households

The project would have an even larger effect if these newly constructed apartments are filled by
households that are new to the area. The resulting increase in spending would bolster the local
economy. The new units are not expected to be entirely filled by households that are new to the city,
however, this represents a maximum effect that the project could be expected to reach. The true effect
is most likely closer to just the commercial operations scenario, but is reasonably expected to exist in
the range between the two scenario results.

The estimated effects of the commercial space from the last analysis (Figure 6 and 7) and the effects
resulting from 100 percent new households as modeled are presented as follows, and shown in Figure 8.

A total spending (output) of $48,887,715. Over half of this total spending ($29,095,398.10) is directly a
result of the businesses and households from the project. The remaining output is created through
indirect effects ($12,523,354) and induced effects ($7,268,963).



Figure 8: Economic Impacts from Commercial Operations and New Households

Impact Type Employment Labor Income Total Value Added Output
Direct Effect 132.8 $6,707,856.1 $12,851,984.3 $29,095,398.1
Indirect Effect 85.4 $4,255,288.1 $6,450,940.0 $12,523,354.3

Induced Effect 57.1 $2,255,246.3 $4,237,902.0 $7,268,963.1

Total Effect 275.3 $13,218,390.5 $23,540,826.4 $48,887,715.5

State and Local Tax rise by $936,313. Nearly all of the tax revenue is expected to come from taxes on
production and imports ($755,756). Federal tax revenues is expected to rise by $3,474,317 with the
biggest two contributions are income taxes and taxes on households.

Figure 9: Commercial Operations and New Households’ effect on Taxes

. Tax on
Description Employet:: Proprietor Production Households  Corporations Total Taxes
Compensation Income
and Imports
State and Lo;:)! $102,876 NA $755,756 $72,674 $5,007 $936,313
$1,595,963 $65,657 $102,227 $1,085,670 $624,800 $3,474,317
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