CITY OF
BAINBRIDGE ISLAND

CITY COUNCIL STUDY SESSION
TUESDAY, FEBRUARY 19, 2019

BAINBRIDGE ISLAND CITY HALL
280 MADISON AVENUE N.
BAINBRIDGE ISLAND, WASHINGTON

AGENDA
CALL TO ORDER /ROLL CALL - 6:00 PM
Absences: Councilmember Nassar; may join by conference call.

EXECUTIVE SESSION

2.A  Pursuantto RCW 42.30.110(1)(g) to review the performance of a publicemployee, 30 Minutes

APPROVAL OF AGENDA/ CONFLICT OF INTEREST DISCLOSURE - 6:30 PM
MAYOR'S REPORT - 6:35 PM

PRESENTATIONS

5.A (6:40 PM) Final Report on Inclusionary Zoning/Transfer of Development Rights Analysis from
ECONorthwest and Forterra - Planning, 60 Minutes
TDR IZ Presentation
Bainbridge Island Incentive Zoning Report

UNFINISHED BUSINESS

6.A (7:40 PM) Update on Moratorium - Planning, 10 Minutes
20190208 Moratorium work program status report.docx
Ordinance No. 2018-43 Amending the Moratorium Approved 111318.pdf
Development Moratorium Summary Effective 20181121.pdf

CITY COUNCIL DISCUSSION

7.A  (7:50 PM) Affordable Housing Task Force Recommendations - Planning, 60 Minutes
Affordable Housing Task Force Final Report and Appendices
Recommendation Action Table from AHTF Report


https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/310239/TDR_IZ_Presentation.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/310820/Bainbridge_Island_Incentive_Zoning_Report_2019_0215.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/310677/20190208_Moratorium_work_program_status_report.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298342/Ordinance_No._2018-43_Amending_the_Moratorium_Approved_111318.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298343/Development_Moratorium_Summary_Effective_20181121.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/300687/Affordable_Housing_Task_Force_Final_Report_and_Appendices_072018.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/300688/Recommendation_Action_Table_from_AHTF_Report.pdf

7.B  (8:50 PM) Affordable Housing Council Ad Hoc Committee - Mayor Medina, 10 Minutes
Affordable Housing Ad Hoc Committee Formation Request

8. FUTURE COUNCIL AGENDAS

8.A  (9:00 PM) Future Council Agendas, 10 Minutes
City Council Regular Business Meeting 022619
City Council Study Session 030519
City Council Regular Business Meeting 031219
City Council Study Session 031919

9. FOR THE GOOD OF THE ORDER -9:10 PM

10. ADJOURNMENT -9:20 PM

GUIDING PRINCIPLES

Guiding Principle #1 - Preserve the special character of the Island, which includes downtown Winslow's small
town atmosphere and function, historic buildings, extensive forested areas, meadows, farms, marine views and
access, and scenic and winding roads supporting all forms of transportation.

Guiding Principle #2 - Manage the water resources of the Island to protect, restore and maintain their ecological
and hydrological functions and to ensure clean and sufficient groundwater for future generations.

Guiding Principle #3 - Foster diversity with a holistic approach to meeting the needs of the Island and the human
needs of its residents consistent with the stewardship of our finite environmental resources.

Guiding Principle #4 - Consider the costs and benefits to Island residents and property owners in making land use
decisions.

Guiding Principle #5 - The use of land on the Island should be based on the principle that the Island's
environmental resources are finite and must be maintained at a sustamnable level

Guiding Principle #6 - Nurture Bainbridge Island as a sustainable community by meeting the needs of the present
without compromising the ability of future generations to meet their own needs.

Guiding Principle #7 - Reduce greenhouse gas emissions and increase the Island's climate resilience.

Guiding Principle #8 - Support the Island's Guiding Principles and Policies through the City's organizational and
operating budget decisions.

6 City Council meetings are wheelchair accessible. Assistedlistening devices are available in Council Chambers. If you
require additional ADA accommodations, please contact the City Clerk’s Office at 206-780-8604 or
cityclerk@bainbridgewa.gov by noon on the day preceding the meeting.


https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/310343/Affordable_Housing_Ad_Hoc_Committee_Formation_Request.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/311001/City_Council_Regular_Business_Meeting_022619.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/311002/City_Council_Study_Session_030519.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/311003/City_Council_Regular_Business_Meeting_031219.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/311004/City_Council_Study_Session_031919.pdf

City Council Study Session Agenda Bill

=

CITY OF
BAINBRIDGE ISLAND MEETING DATE: February 19, 2019 ESTIMATED TIME: 30 Minutes

AGENDA ITEM: Pursuant to RCW 42.30.110(1)(g) to review the performance of a public employee,

STRATEGIC PRIORITY: Good Governance

PRIORITY BASED BUDGETING PROGRAM:

AGENDA CATEGORY: Discussion PROPOSED BY: City Council

RECOMMENDED MOTION:
Discussion.

SUMMARY:
Executive session discussion.

FISCAL IMPACT:

Amount:

Ongoing Cost:

One-Time Cost:

Included in Current Budget?

BACKGROUND:

ATTACHMENTS:

FISCAL DETAILS:
Fund Name(s):

Coding:
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CITY OF
BAINBRIDGE ISLAND MEETING DATE: February 19, 2019 ESTIMATED TIME: 60 Minutes

AGENDAITEM: (6:40 PM) Final Report on Inclusionary Zoning/Transfer of Development Rights Analysis from
ECONorthwest and Forterra - Planning,

STRATEGIC PRIORITY: Green, Well-Planned Community

PRIORITY BASED BUDGETING PROGRAM:

AGENDA CATEGORY: Presentation PROPOSED BY: Planning & Community Development

RECOMMENDED MOTION:

Discuss findings of the analysis from ECONorthwest and Forterra, including whether to continue to pursue
adopting improved Transfer of Development Rights (TDR) and Inclusionary Zoning programs. Provide direction
to staff re: next steps.

SUMMARY:

ECONorthwest and Forterra have completed the final report of their analysis regarding a new inclusionary
zoning program and revisions to the City's transfer of development rights ("TDR") program (Chapter 18.27
BIMC). This is an opportunity for the City Council to ask questions about the findings, and provide direction to
staff about next steps. For more information, see the attached report and presentation. The report has an
executive summary.

FISCAL IMPACT:

Amount:

Ongoing Cost:

One-Time Cost:

Included in Current Budget?

BACKGROUND:

Increasing affordable housing and promoting conservation of natural areas are goals that permeate several
elements of the City's Comprehensive Plan. For example, Land Use Element High Priority Action #10 directs
the City to evaluate why the City's TDR program has not been successful. In addition, on November 1, 2017,



the Affordable Housing Task Force voted unanimously to recommend to the City Council that the City pursue an
inclusionary zoning program.

On June 12, 2018, the City Council approved a professional services agreement with ECONorthwest to provide
economic analysis regarding a new inclusionary zoning program and revisions to the City's transfer of

development rights ("TDR") program (Chapter 18.27 BIMC). ECONorthwest has subcontracted with Forterra to
assist with the work.

On June 19, 2018, the Council heard a presentation from ECONorthwest and Forterra about the methodology
to provide an economic market analysis and feasibility study regarding a new inclusionary zoning program and
revisions to the City's transfer of development rights.

On October 2 and December 4, 2018, ECONorthwest and Forterra provided updates to the Council on the
progress of their analysis. At that meeting, the Council gave feedback on several policy choices. The City
Council Ad Hoc Affordable Housing committee (Councilmembers Blossom, Schneider and Peltier) discussed a
DRAFT of the final report with ECONorthwest on February 5, and confirmed that the report should be finalized
and forwarded to the full Council.

ATTACHMENTS:

TDR 1Z Presentation

Bainbridge Island Incentive Zoning Report

FISCAL DETAILS:

Fund Name(s):

Coding:


https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/310239/TDR_IZ_Presentation.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/310820/Bainbridge_Island_Incentive_Zoning_Report_2019_0215.pdf

Crty of Bainbridge Island

TDR / Incentive Zoning Analysis

ECONorthwest FORT&RRA -

ECONOMICS - FINANCE - PLANNING




Summary of Findings

* The current TDR and affordable housing incentives have not
been utilized recently and have produced few public benefits

= Real estate market conditions in Bainbridge Island have been
improving and more development is occurring

* |ow density limits, increasing construction cost, and high
price for property are a challenge for new development

Current Base and Bonus Zoning Standards for Select Zones

Bonus

Residential Mixed Use

Residential Mixed Use

Zone Units/Acre FAR FAR Height (Ft) |Units/Acre FAR FAR Height (Ft)
NC* 2.0 NA NA 35 5.0 NA NA 45
NC/R-12** 5.0 NA NA 35 12.0 NA NA 45
High School Road Districts NA 0.3 0.3 35 NA 0.6 1.0 45
Ferry Terminal Overlay NA 0.4 0.5 35 NA 1.1 1.3 45
Central Core Overlay NA 0.4 1.0 35 NA 1.0 1.5 45

*Infrastrure available
**Mixed use building



Summary of Findings

* With incentive zoning, the public benefit realized depend on
the maximum densities allowed

$7,000,000

$6,000,000

Feasibilitv Threshold

$5,000,000

$4,000,000

Project Value

$3,000,000

$2,000,000

$1,000,000

$0
Base Zoning Value Base Zoning with Bonus Base Zoning with Bonus 8
Value Capacity and Additional
Capacity



Summary of Findings

An increase in FAR would be needed to support a incentive
program (TDR and/or Inclusionary Housing).

(Assuming 10% of units designated as affordable and the range of acres
conserved, depending on the zoning of the sending)

Maximum Assumptions Evaluated by Zone and Estimated Benefits

NC - NC/R-12 - HS-1 - FERRY - CORE -
Townhomes Mixed Use Multifamily Mixed Use Mixed Use
Height 20 35 40 55 55
Density (Floor area ratio) 0.46 1.72 3.00 4.50 4.50
Density (Units per acre) 10.0 62.0 122.0 196.0 196.0
Parking (Spaces/Unit) 1.50 1.00 0.75 0.75 0.75
Affordable Units Created 1 6 6 18 9
Acres Conserved (High est.) 9.2 11.5 16.1 32.1 9.2
Acres Conserved (Low est.) 1.8 2.3 3.2 6.4 1.8
High estimate assume credits all purchased for land zoned R-0.4 9

Low estimate assume credits all purchased for land zoned R-2



Policy Considerations

|. Allow new maximum bonus density and height limits

2. Reduce the other incentives available and focus on affordable
housing and TDR

3. Create an administrative model for the TDR program

4. Establish a fee in-lieu option for affordable housing and TDR
overall or just for smaller projects

5. Decide on a voluntary or mandatory affordable housing
program

6. Establish an MFTE program

/. Define the affordable housing and TDR benefits based on the
new bonus density limits and other incentives.

10
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Zoning Capacity Changes

|. Allow new maximum bonus density and height limits

2. Reduce the other incentives available and focus on affordable
housing and TDR

12



* What areas of the city do you want to target for the
affordable housing and/or the TDR program!?

" In what areas, if any, do you want both TDR and
affordable housing to operate!

" What zones do you want to increase capacity!?

13



TDR Program

3. Create an administrative model for the TDR program

4. Establish a fee in-lieu option for affordable housing and TDR
overall or just for smaller projects

6. Establish an MFTE program

/. Define the affordable housing and TDR benefits based on the
new bonus density limits and other incentives.

14



TDR Program Key Questions

* What administrative model does the city want to
use?

* Do you want the program to have a fee in lieu
option?

* Do you want to use the 8-year MFTE to further
incentivize TDR placement!?

15



Affordable Housing Incentives

4. Establish a fee in-lieu option for affordable housing and TDR
overall or just for smaller projects

5. Decide on a voluntary or mandatory affordable housing
program

6. Establish an MFTE program

/. Define the affordable housing and TDR benefits based on the
new bonus density limits and other incentives.

16



Affordable Housing Key Questions

* Do you want to use a voluntary or mandatory based
approach!?

* Do you want the program to have a fee in lieu
option?

" Do you want MFTE to supplement affordable housing
broduction!?

" |f so, do you want to use the 8-year or |2-year MFTE
brogram?

17
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Executive Summary

The City of Bainbridge Island is evaluating its affordable housing and transfer of development
rights (TDR) incentive programs to understand how they can be better utilized to support
citywide efforts to increase the amount of affordable housing and land maintained for open
space, respectively. While these incentive programs have been in place for over 20 years, neither
of these specific programs have been used much to-date; the current affordable housing
program has been used once since 2005. The lack of use indicates that the current density bonus
mechanism needs to be revised. To improve program utilization and support the realization of
Bainbridge Island’s broader comprehensive plan goals, the City Council requested an analysis
of what incentives and zoning changes would be required make the City’s affordable housing
incentive program and TDR program work. In addition, the Council would like to understand
the implications of a mandatory versus voluntary affordable housing program.

Improving Market Conditions but Development Still Has Challenges

Bainbridge Island has realized increasing growth and stronger market fundamentals,
particularly during the last five years. Apartment vacancies have declined, and average rents
have increased. The median sales price for a home in Bainbridge Island has also increased from
$719,000 in 2009 and reached $820,000 in 2018. In response to improving market conditions,
building permit activity and the number of housing units built has increased over the last seven
to eight years.

However, the number of housing units built during the last several years is still below the pre-
2008 recession averages. In addition, increasing construction costs and land prices make the
current market more challenging for new development to “pencil out.”

Development Code Presents Challenges for New Growth

ECONorthwest and Forterra evaluated the current incentive programs and analyzed the
viability of multifamily and mixed-use buildings under the base zoning requirements and
current bonus density incentives. This analysis focused on zones in the City’s designated
growth centers (Neighborhood Center, High School Road District, Ferry Terminal Overlay, and
Central Core Overlay zones). Exhibit 1 shows where these zones are located within the city.

ECONorthwest 1

22



Exhibit 1. Zones Analyzed

Y.

CORE

\ erry Terminal Di
gh School Rc
ighborhoc

New Brooklyn

%)
§
&

Esri, HERE, DeLorme, Mapmylndia, © OpenStreetMap -
contributors, and the GIS user community -

Source: City of Bainbridge Island, ECONorthwest
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Overall, the development analysis found that current base zoning and available incentives do
not support the provision of affordable housing units or purchase of TDR credits. While the
current density bonus incentives do increase the value of each of the building types analyzed,
they do not create enough value to capture for public benefits (e.g. affordable housing and land
conservation). Further, the price for property in Bainbridge Island is relatively high due to the
scarcity of infrastructure and limited number of developable sites in the City’s designated (or
growth) centers.

Zoning Changes are Necessary to Incentivize Affordable Housing and TDR Use

To improve financial feasibility and utilization of the incentive programs, development projects
need to be able to use development sites more efficiently and achieve more physical scale. To do
this, the City has three key regulatory levers it can adjust.

* Increasing density limits. This would increase the amount of building square feet,
primarily through higher floor area ratios (FAR) limits or more dwelling units per acre.

* Raise height limits. This would allow more building square feet and more flexibility
developing a site to provide open space on the site.

* Reduced parking requirements. This helps reduce construction costs and allows more
flexibility in developing a site.

These options align with the recommendations outlined in the Affordable Housing Task Force
Final Report. The report recommends the City make code changes to increase density limits,
building heights, and reduce parking requirements (Recommendation 1B).

Strategic Options for Incorporating Public Benefits

In addition to making the zoning changes described above, the City has several options to
increase the provision of affordable housing units and/or purchase of TDR credits through how
it defines the public benefits required to realize the incentives offered. The current TDR and
affordable housing incentives function as separate programs. The City can continue to have
them function separately and make changes to each so they work on their own. However, if
desired, the City can link the programs so that both the provision of affordable housing and the
purchase of TDR credits are realized from an individual project using the density bonus.

Exhibit 2 outlines the decision tree for making these policy decisions. For the affordable housing
incentive program, an important, initial step is whether the City makes provisions for
affordable housing voluntary or mandatory. The City currently has a voluntary program for
affordable housing. However, the Affordable Housing Task Force Report recommended a
mandatory program, pending the completion of this study (Recommendation 1A). For the TDR
program, an initial step will be to define how the program is administered.

Subsequent steps will need to define the public benefit for affordable housing and TDR
purchases required. The amount of affordable housing provided or TDR credits purchased

ECONorthwest 3

24



determine what level of density is needed to support the provision of those public benefits!. For
example, a higher share of affordable units—10 percent compared to 5 percent—will require a
higher level of density allowed so that projects are financially viable and get built. Thus, the
base and bonus density limits for each approach will also differ.

Exhibit 2. Strategic Options Decision Tree

Define affordable
housing benefit

Pursue a

voluntary

Make program
affordable I
Housing Policy Define affordable

Changes Pursue a housing benefit
Decide t mandator
ecide to / Change base

Change bonus
density

increase max program densit
densities and by ’
how much

Define TDR
benefits

p

Make TDR Choose an
Program administrative
Changes model

Set additional
bonus density

The chart below shows the current FAR limits for a mixed-use building in the Central Core
Overlay zone and how FAR limits would likely need to change under a revised voluntary or
new mandatory program. The number of affordable units built, and TDR credits purchased
would be different for mandatory program versus a voluntary program, even if the maximum
density allowed is the same (e.g. 3.5 FAR).

1 RCW 36.70A.540

ECONorthwest



Exhibit 3. Example FAR Limits for Mixed-Use Building in the Central Core Overlay Zone

4.00
B Base Zoning H Density Bounus
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3.00
o
S 250
2 10%
c::‘: 500 Affordable
o Housing &
< 1TDR ) 10 %
8 150 Credits Affordable
L .
Housing
1.00
0.50
0.00
Current (CORE) Revised Voluntary Program New Mandatory Program

Source: ECONorthwest

Voluntary Program. A revised version of this program would keep the base zoning the same
and increase the density bonus (higher FAR limits and increased height). The value created
through the increased density bonus can be divided between affordable housing and TDR
purchases (50/50, for example). For our analysis, we assumed a development would make 10
percent of all units affordable and purchase at least one development right (or TDR credit) to
realize the density bonus.

Mandatory Program. A mandatory program would be more complicated. All development
projects would be required to provide a defined share of affordable housing units. Although,
small scale project can be exempted from the requirement. To ensure projects are financially
viable (so units get built) the City would need to substantially increase the base zoning density
and height limits. Even if the defined share of affordable housing was the same as the voluntary
program (10 percent), the total number of affordable units provided would be slightly less
because the size of the building area that 10 percent applies to is smaller (a building area with
3.0 FAR compared to 3.5 FAR). A more detailed discussion is provided in Section 5.

In addition, a TDR incentive (additional density or height increase above the newly increased
base zoning) would be added to the mandatory affordable housing requirement to provide a
mechanism for TDR credits to be purchased.

ECONorthwest 5
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Other Tools, such as MFTE, can Support Incentive Programs

The City has a variety of other incentives it can use to ensure development feasibility as part of
an incentive program in addition to increasing zoning capacity. Direct subsidies, tax
abatements, and reduced parking requirements, which was mentioned above, are the most
impactful. The Multi-Family Tax Exemption (MFTE) program? is the one of the best options in
Washington State that is available to the City. The Affordable Housing Task Force also
recommended the City adopt an MFTE program (Recommendations 1C).

The MFTE is a property tax abatement on the residential portion of new multifamily housing
development. There are two versions of the program: an eight-year abatement and a 12-year
abatement. The 12-year abatement requires that at least 20 percent of the housing units are
affordable to households earning 80 percent of the Area Median Income. The eight-year
program does not have an affordability requirement, but it can be used in conjunction with an
affordable housing incentive zoning program.

The Development Analysis evaluated the eight-year version of the MFTE and found that it
added substantial value to projects. Thus, not including an MFTE as part of the City’s incentive
program would likely require increasing allowed densities to compensate for the lost value
and/or reducing the public benefits required to maintain the feasibility of projects.

Trade-off Between Incentive Maximums and Public Benefits

The central question of this analysis is whether additional zoning capacity creates enough value
to cover the additional cost of construction and operations and still provide a defined percent of
affordable units and purchase TDR credits. If additional zoning capacity does create enough
value, what are the FAR and height maximums necessary for the incentive program to work
under current market conditions and future market changes.

To assess what scale and density are needed, ECONorthwest analyzed the same building
prototypes and zones as in the baseline development analysis. This analysis assumed more
building area and higher heights than currently allow under zoning. The analysis also assumed
the City implemented an MFTE program and reduced parking requirements, as discussed in the
sections above.

Exhibit 4 shows the maximum building scale and density assumed, the number of affordable
housing units created (assuming 10 percent of units designated as affordable?®), and the range of
acres conserved (depending on the zoning of the sending site?).

2RCW 84.14

3 One-person household earning 80 percent of the area median income and spending 30 percent or less of their
income on housing.

¢ Assuming an average value of $75,000 per development right/credit.

ECONorthwest 6
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Exhibit 4. Maximum Development Assumptions Evaluated by Zone and Estimated Benefits

NC - NC/R-12 - HS-1 - FERRY - CORE -
Townhomes Mixed Use Multifamily Mixed Use Mixed Use
Height 20 35 40 55 55
Density (Floor area ratio) 0.46 1.72 3.00 4.50 4.50
Density (Units per acre) 10.0 62.0 122.0 196.0 196.0
Parking (Spaces/Unit) 1.50 1.00 0.75 0.75 0.75
Affordable Units Created 1 6 6 18 9
Acres Conserved (High est.) 9.2 11.5 16.1 32.1 9.2
Acres Conserved (Low est.) 1.8 2.3 3.2 6.4 1.8

High estimate assume credits all purchased for land zoned R-0.4

Low estimate assume credits all purchased for land zoned R-2
Source: ECONorthwest
The development analysis results indicate the City would need allow for a substantial increase
in floor area allowed for sizable provision of affordable housing and purchase of TDR credits
under current market conditions. Current bonus FAR limits in the Mixed-Use Town Center and
High School Road District are 1.0 and up to 1.5 in the Central Core Overlay zone. These limits
would have to be increased to at least 3.0 in the High School Road District and 4.5 in the Mixed-
Use Town Center. More modest increases in height (going from 45 to 55 feet) may also be
necessary.

Ultimately, for any revisions to the current incentive program, there is a trade-off between
different options that the City will need to consider. Allowing more density and heights will
allow the City to require a higher share of affordable housing, lower affordability levels, and/or
more dollars for purchasing TDR credits. Conversely, lower density and height maximums will
result in less affordable housing and fewer dollars used for TDR purchases. However, if the
defined public benefits are set too high, the private market might wait until market dynamics
change for development to occur. This challenge is encountered by every jurisdiction trying to
calibrate an incentive zoning policy.

Considerations and Recommendations

The City’s current affordable housing incentive program and TDR program are separate
incentives that compete among several other incentives and FAR purchase options available
within Bainbridge Island. Neither of these programs has been utilized as desired. Our analysis
found the current base and incentive zoning parameters are the primary barrier to the
incentives working effectively.

To improve performance and the realization of public benefits, we recommend an incentive
zoning framework that 1) prioritizes affordable housing and the purchase of TDR credits above
other public benefits (public spaces, underground parking, etc.), and 2) maximizes the
frequency and period of time that these two incentives would likely be used under a variety of
changing market conditions. Broadly, there are several key changes the City can undertake to
better support these two objectives.

ECONorthwest 7
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1.

Allow a new maximum height and FAR densities. We recommend increasing the
density and height of buildings within designated growth centers. While our analysis
did not identify the current height limits as barrier to the utilization of the current
incentive program, we recommend increasing the current limit to allow an additional
floor, so the program provides flexibility to be used under changing market conditions
in the future.

We also recommend moving to an FAR-based density limit for the NC zone. The zone
currently uses units per acres to define density. An FAR-based density limit would be
consistent with the other growth center zones and provide more flexibility.

The table below summarizes the recommended maximum density and height limits for
density bonuses by zone. Our analysis only looked at five zones with these areas.
Additional analysis would be needed to determine the bonus maximums for the zones
not studied.

Exhibit 5. Recommended Maximum Bonus Density and Height Limits
Zone Current Current Recommended Recommended
Bonus Density Bonus Height Bonus Density Bonus Height
Neighborhood Center 5 unit/ac 45 feet 0.5 FAR 45 feet
Neighborhood Center/R-12 12 units/ac 45 feet 2.0 FAR 45 feet
High School Road District - 1 0.6 FAR 45 feet 3.0 FAR 45 feet
Ferry Terminal Overlay 1.1 FAR 45 feet 4.5 FAR 55-75 feet
Central Core 1.0 FAR 45 feet 4.5 FAR 55-75 feet

Source: ECONorthwest

Key Questions:

What areas of the city do you want to target for the affordable housing and/or the TDR program?
In what areas, if any, do you want both TDR and affordable housing to operate?

What zones do you want to increase capacity?

Reduce the other incentives available and focus on affordable housing and TDR. The
City currently offers incentives for several other public benefits including: providing
underground parking, FAR purchases, providing on-site open space, tree preservation,
historic structure preservation, etc.). Reducing competing options will prioritize the use
of incentives for the affordable housing and TDR programs.

Create an administrative model for the TDR program. The current TDR program code
does not identify a clear process by which a landowner or a developer can participate in
the program. We recommend that the City creates both an administrative structure for
the operation of the program as well as easily accessible informational resources to
prospective users of the program. Until a robust market for TDR evolves in the City, we
recommend a simple private buyer-seller model with public support. As program
activity increases or if the City allocates funding to acquire TDR credits, the creation of a

ECONorthwest
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TDR bank would serve a useful purpose to augment the private market transactions.
Additional resources will support the emergence of a marketplace, such as an online
listing of landowners who wish to sell their development rights, electronic copies of
application forms that users can download, and a dedicated webpage for the TDR
program that explains the tool, identifies sending and receiving areas, illustrates the
process for using the program, and gives appropriate City staff contact information.

Key Question: What type of administrative model does the City want to use?

Establish a fee in-lieu option for the affordable housing and TDR incentive programs.

A fee in-lieu options would provide more flexibility for developments, particularly
smaller projects. For example, as part of a revised TDR program the City could collect
and use these funds for the purchase of development rights and conservation easements
in Bainbridge Island.

Key Questions:

Should the TDR program have a fee in-lieu option?

Should the affordable housing incentive have a fee in-lieu option?

Should there be a minimum size threshold for projects eligible for a fee in-lieu option?

Decide to maintain a voluntary or establish a new mandatory affordable housing
program. We recommend maintaining a voluntary affordable housing incentive
program. The base zoning density limits are relatively low. Thus, most future projects
will likely take advantage of the affordable housing incentive if calibrated correctly. As
shown in Exhibit 3, a voluntary program has the potential to yield more public benefits
when used compared to a mandatory program as well.

Establish an MFTE program. We recommend an 8-year MFTE program. Our analysis
showed that the MFTE added value for multifamily developments and it would be an
additional incentive to support the viability of multifamily projects and the use of
incentive programs. In addition, an 8-year program allow the City to set its own
affordability requirements (both the share of affordable units and length of
affordability). The 12-year MFTE program requires 20 percent of units are affordable for
12 years.

Key Questions:
Do you want to use the 8-year MFTE to further incentivize TDR placement?

Do you want the MFTE to supplement affordable housing production? If so, do you want to use
an 8- or 12-year program?
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Define the affordable housing and TDR benefits based on the new bonus density
limits and other incentives.

= For affordable housing we recommend 10 percent set aside of all units built. Our
analysis indicated that this share would be viable at the densities modeled. The City
currently requires that all units built through the density bonus be affordable. Because
the base zoning limits are relatively low, a high percent of all units are affordable,
which had a sizable effect on financial feasibility.

= For TDR, the benefit to a developer is defined by an exchange rate: what additional
value does a developer gain by purchasing one credit? No exchange rate is currently
set by the program or code and this uncertainty deters participation. If the City is
going to award density bonus on an FAR basis, the appropriate units to express an
exchange rate is in additional square feet of building area per credit purchased. For
example, for each TDR credit purchased, a developer may build an additional 2,000
square feet of floor area up to the FAR limit of 3.5. Further evaluation of conservation
area land values is needed to calibrate an exchange rate that will drive demand for
TDR.

In addition to the seven changes above, there are several small, less critical changes the City can
pursue that also will help support the affordable housing and TDR incentive programs that we
also recommend the City consider.

Expand the receiving areas available for TDR credits. Residential zones, such as R-2.9
and R-3.5 could support the placement of TDR credits and conservation open space
elsewhere on the island by allowing additional units in exchange for purchasing a TDR
credit.

Remove separate FAR limits for residential and commercial uses in mixed-use buildings.
Instead, establish one, new FAR limit for the entire building by zone as discussed above.

Reduce parking requirements to 1.0 space per unit. Maintain reduction of half for areas
within 0.5 mile of ferry terminal, which would then allow 0.5 space per unit within 0.5
mile of ferry terminal.

Expand the areas where denser development can be built to increase the number lower
cost development sites available where projects would be financially viable. In addition
to rezoning areas, this would include ensuring existing neighborhood centers have the
infrastructure available to support the growth planned for those areas.
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1 Introduction

The City of Bainbridge Island is evaluating its affordable housing and transfer of development
rights (TDR) incentive programs to understand how they can be better utilized to support
citywide efforts to increase the amount of affordable housing and land maintained for open
space, respectively. Both programs are intended to incentivize development projects to include
housing units that are more affordable, or to purchase development rights from areas elsewhere
on the island to be maintained as open space (i.e. the transfer of a parcel’s development right to
a different location where growth is more desired). The incentive currently offered is a density
bonus, which allows buildings to be larger and taller that allowed under the base zoning
requirements.

Development incentive programs are complex and must be responsive to a constantly changing
real estate market. The purpose of this study is to understand the real estate market conditions,
evaluate the City’s existing incentive provisions, and to recommend potential changes to the
existing provision based on thorough analysis of different policy options and development
feasibility.

The City Council has specifically stated an interest in understanding the potential of the current
incentive programs to provide “workforce” housing (units affordable to households earning 60-
80% of the median income) and to utilize transfer of development rights (TDR) credits. The
Council also stated their interest in focusing on growth centers, including Neighborhood
Centers and the Winslow Village area (High School Road district and zones near the ferry
terminal with mixed-use zone and allowing greater densities). Overall, the Council wanted the
analysis to assess what incentives and zoning changes would be required to make the City’s
incentive programs work and to understand the implications of a mandatory versus voluntary
affordable housing requirement.

Key study questions:
* What is the current opportunity to use the land use code to achieve public benefits (e.g.
affordable housing and land conservation)?

* What code changes limit or could support public benefit desires?

* Should the affordable housing provisions be voluntary through an incentive or
mandatory?

* What other incentives could be used to support public benefit desires?
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1.1 Previous Efforts

Transfer of Development Rights

In 2006 a consultant team undertook a comprehensive review of the city’s TDR program.® The
evaluation included assessments of conservation priorities, market demand, credit valuation,
program mechanics, and administration. Among the key findings from that report, several
issues are unresolved and remain relevant to the current analysis. These include:

* Demand for development rights is limited by receiving area capacity. As a market-
based real estate tool, TDR works when it is connected to demand for growth. Now, as
then, opportunities for using TDR are constrained by a lack of places in which
developers can gain additional value for projects by purchasing development rights.

* Competing city programs further limit demand. One ongoing challenge to the success
of TDR is that developers have a range of options for achieving the desired intensities of
projects. By streamlining these choices and aligning them with policy priorities the city
can improve the chances of successfully achieving growth and conservation objectives.

= The value of development rights in the receiving areas can vary considerably. Since
2006, growth patterns across Bainbridge Island have continued to take a variety of
forms. Different development types take a range of values and incentives that are
attractive for one type but may not be feasible for others. This analysis takes such
variability into consideration, whether considering TDR in the context of single-family
development or multifamily, mixed-use projects in the downtown core.

The findings and recommendations of the 2006 report informed the design of the current
analysis to the extent that some of the factors influencing TDR use then are still present. In the
intervening time the dynamics of the local real estate market have shifted and policy priorities
have evolved to include a greater emphasis on housing affordability. The present design
challenges seek to balance market-based conservation, encouraging growth in specific areas and
increasing the stock of affordable housing —either by mandate or through incentives.

Affordable Housing

At the end of 2018 the City’s Affordable Housing Task Force released its final report and
recommendations. The City Council formed the Task Force to study and make
recommendations about near-term actions the City can take to “improve access to affordable
housing across the economic spectrum.”® The Task Force was composed of 15 citizens who met
over the next year and a half.

The Task Force’s final report outlined five priority recommendations and five “Quick Wins” the
City could pursue to address its affordable housing challenges. The five-priority
recommendation included:

5 City of Bainbridge Island Transfer of Development Rights Program Review, MAKERS and Community Attributes,
2006

62018 Affordable Housing Task Force Final Report, page 1
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1. Draft and adopt code changes to encourage infill in the Designated Centers, with the
assistance and advice of ECONorthwest.

2. Pursue opportunities to partner with the private and nonprofit sectors to build
affordable housing on public lands.

3. Adopt procedures to encourage Accessory Dwelling Units.

4. Adopt an “Innovations Program” that allows staff to permit experimental affordable
housing projects, on a limited basis, that are not currently allowed by code.

5. Create a permanent affordable housing committee and designate a City employee who
will spend at least half-time on affordable housing strategies.

Recommendation number one directly relates the findings of this report. This recommendation
also had three specific and related recommendations cited in the Task Force’s report.

la. Adopt a Mandatory Inclusionary Zoning Ordinance
1b. Enact changes in FAR to encourage affordable housing
lc. Adopt a Multifamily Property Tax Exemption

The consultant team evaluated each of these specific recommendations in our analysis and
address them later in the report.

1.2 Report Organization

The remainder of the report is organized in to four subsequent sections.

= Policy Context. This section summarizes the City’s growth policies with a focus on those
most relevant to the TDR program and affordable housing incentives.

* Existing Conditions. This section reviews the incentive programs utilization, broad real
estate market conditions, and the development feasibility of example projects under
different zoning standards.

* Policy Options. This section assesses the City options for revising its affordable housing
and TDR incentive programs.

* Considerations and Recommendations. The last section outlines the consultant team’s
recommendations for moving forward and specific issues the City will likely have to
make decisions about if it chooses to revise the incentive programs.

In addition, there are two appendices providing more detailed information on real estate
market conditions (Appendix A) and the assumptions used in the development analysis
(Appendix B).
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2 Policy Context

This section summarizes the City’s growth policies with a focus on those most relevant for
affordable housing incentives and the TDR program. The City’s growth strategy —embodied in
its comprehensive plan—is to concentrate growth in designated centers, which include
Winslow, Lynwood Center, Rolling Bay, and Island Center. The types of housing and
commercial uses prioritized through comprehensive plan policies in these areas include mixed-
use development, small to mid-size single-family housing units, multifamily, tiny houses,
accessory dwelling units, and cottage housing. The City has yet to adopt code enabling all of
these housing types, however. These areas also have or are planned to have the infrastructure to
accommodate growth. Winslow specifically is intended to have denser residential and
commercial development, as it is located near the ferry terminal and is the city center. The other
designated centers are intended to offer housing and small-scale commercial uses and services
outside of Winslow.

The lands outside of the City’s designated centers are conservation areas, which minimize the
impact of the built environment and protect aquifers, surface waters, and fish and wildlife
habitat. Many of the City’s conservation priorities are driven by the desire to protect the island’s
drinking water and aquifer system. Infrastructure and access to utilities also inform much of
where Bainbridge Island directs growth.

The City has undertaken policies and actions to support resource conservation on the island.

* The TDR program establishes all properties located outside of designated centers, i.e.
conservation areas, as development rights sending areas.” The current TDR program
also permits agricultural land to be designated as a sending area through sale or transfer
of development rights (at a higher rate), as well as allows property owners to donate all
or a portion of their development rights to the city.

* The City updated its Critical Areas Ordinance earlier this year to better address
priorities identified in the Comprehensive Plan and recommendations provided by the
Washington Department of Fish and Wildlife.

* The City prepared an open space plan in 2008, which focused on identifying priority
open space lands based on biodiversity values, ecological integrity, recreation, and
historical/cultural values. Many of the higher-ranked priority lands are those adjacent to
existing open spaces and dedicated parks, providing connected, high-quality habitats
and working lands.

* The City also emphasizes the importance of protecting conservation areas through the
public acquisition of certain properties, and tools such as aquifer recharge area
regulations and promotion of smaller dwelling units to minimize development
footprints.

7 Bainbridge Island Municipal Code (BIMC) Chapter 18.27.020 Development Rights Sending Areas.
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2.1 Zoning Summary

The City’s zoning code is one of the primary methods for implementing the City’s growth
strategy, and development incentives are a zoning-based tool. The City has a range of
development incentives to support open space, affordable housing, the Purchase of
Development Rights (PDRs), provision of public infrastructure, ferry parking, and the
preservation of heritage trees and historic structures. Mixed use development is also
encouraged in the Mixed Use Town Center zones through a higher FAR limit than for buildings
with single uses.

As a tool for achieving the City’s growth strategy, these incentives encourage growth in areas
identified as Designated Centers to leverage desired community benefits. The incentives
relevant to this study are those for the TDR program and affordable housing. Exhibit 6 lists the
base density and height limits for select zones within Designated Centers and the bonus density
limits for those zones.

Exhibit 6. Current Base and Bonus Zoning Standards by Select Zone

Base Bonus
Residential Mixed Use Residential Mixed Use
Zone Units/Acre FAR FAR Height (Ft) |Units/Acre FAR FAR Height (Ft)
NC* 2.0 NA NA 35 5.0 NA NA 45
NC/R-12** 5.0 NA NA 35 12.0 NA NA 45
High School Road Districts NA 0.3 0.3 35 NA 0.6 1.0 45
Ferry Terminal Overlay NA 0.4 0.5 35 NA 1.1 1.3 45
Central Core Overlay NA 0.4 1.0 35 NA 1.0 1.5 45

*Infrastrure available
**Mixed use building
Source: City of Bainbridge Island

Incentives for Using the TDR Program

For the TDR Program, existing receiving sites for development credits include Winslow, High
School Road, and other neighborhood centers.

* Neighborhood Centers. In the neighborhood centers, incentives focus on additional
density, providing an additional one to two units per acre with use of TDR and public
sewer and water.8

* Winslow and High School Road Districts. These areas are eligible for density increases
(via a higher FAR) up to the maximum residential bonus limit through purchasing
development rights.

8 BIMC 18.12.030.D Bonus Density in NC District.
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Incentives for Providing Affordable Housing

The City currently has multiple incentive provisions in place to increase the production of
affordable rental or for-sale housing units. All the affordable housing related incentive
programs are voluntary, and the mechanisms and bonuses allowed depend on the specific zone.

* Residential Density Bonus Provisions. The City allows increased density (through
more units or floor area) above the base requirements with the provision of affordable
housing units.

= Residential Zones: Residential subdivisions in residential zones can receive a density
bonus’ (one additional unit per acre) for every affordable unit provided above the base
density requirements. Housing developments can receive density increases up to 50
percent above the base limit. All additional (or bonus) units must be affordable to
households at or below the defined low-income threshold (51-80 percent of area
median income, or AMI).

= Neighborhood Centers: Projects within designated Neighborhood Centers can receive
a density bonus of an additional one to two units per acre by providing affordable
housing for low income households (51-80 percent of AMI).

= Winslow Mixed-Use and High School Road Districts: Projects within either of these
two districts may receive bonus floor area above the base Floor Area Ratio (FAR) up to
the maximum FAR limit for additional floor area dedicated to affordable housing
units. The level and mix of affordability depend on the overall size of the project.
Projects less 10,000 square feet have to provide units affordable to at least moderate-
income households (81-95 percent of AMI). Larger projects, those over 60,000 square
feet, must provide at least 10 percent of the bonus area for at least low-income
households 60 percent for moderate income households, and the remaining 30 percent
of the bonus area for middle income households (96-120 percent of AMI).

* Housing Design Demonstration Projects (HDDP). The HDDP is an optional
development process that provides more flexible design standards as well as density
bonuses for residential housing projects that provide a diversity of unit sizes, meet green
building standards, and incentivizes designated affordable units.

The program has four tiers of density incentives based on the level of green building and
affordable housing provisions met. Projects qualifying for Tier 1 do not receive any
density bonus, while Tiers 3 4 projects can receive a bonus of up to 2.5 times the base
density or the maximum FAR allowed.

Single-family subdivisions and multifamily developments (including mixed-use
buildings) within the Winslow Study Area of the Winslow Master Plan and Winslow
Sanitary Sewer System Service Area are eligible to participate in the program. To date,
the program has produced 47 affordable housing units. Housing Resource Bainbridge
constructed 40 of the units in the Ferncliff Village projects, and another seven units

° BIMC 18.21
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under construction in two separate development projects. In August 2018, the City
Council suspended the HDDP program for projects that are not 100 percent affordable
housing.

2.2 Transfer of Development Rights

The City’s TDR program is defined in BMC 18.27 with a purpose of protecting wetlands, aquifer
recharge areas, agricultural land, and open space while encouraging growth in higher density
areas within the city.

Currently, the City’s TDR program is designed to function through private market interactions.
Many developers we interviewed for this report were unaware of the existence of the program

and expressed interest in using it to achieve higher intensity uses in their projects. Unlike other
TDR programs around the central Puget Sound region, the Bainbridge Island example does not
have a dedicated informational web page to explain the program or direct prospective users in

how to participate.

The current code defines two key components of the program, sending sites (those areas the
City seeks to conserve) and receiving sites (those areas where the City encourages growth, or
the areas to which development rights are transferred).

* Sending Sites. Currently, the entire island outside of designated centers is identified as
a potential sending site (referred to as “conservation areas” in the comprehensive plan).
As a result, all potential properties are assumed to have comparable conservation value.

* Receiving Sites. Sites eligible for using the TDR incentive program are located within
Winslow Mixed use Town Center and High School Road Districts, NC Districts, and R-
14 and R-8 districts.

The code also specifies that a conservation easement is the legal instrument by which the
sending site will be protected. Landowners seeking to conserve their properties apply to the city
for issuance of TDR certificates, which are calculated based on how many homes the landowner
could build on the property. Once the landowner has accepted a conservation easement and
deed restrictions have been recorded with the City and County, the City issues certificates
which the landowner may in turn sell to developers who wish to add density to an eligible
project in a receiving area.

The current program has practical limitations, including no clear definition of an exchange rate
(how much bonus value does a developer gain from purchasing a credit), no standardized
forms or process for applying to the program, and no sample easement language for sending
site landowners. It also does not address stewardship and monitoring of protected areas. The
lack of a fixed exchange rate introduces challenges for developers, as this reduces certainty in a
transaction. Developers needs to know how much value a credit will add to a project in order to
understand how much money they can offer to buy one from a sending site landowner.
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2.3 Affordable Housing

The Housing Element of the Comprehensive Plan establishes the housing goals and
implementing policies for Bainbridge Island. The broader vision embodied in the Housing
Element is for a city with a broad variety unit types, primarily in the designated growth centers.
The City’s affordable housing density bonus program is one of the tools for implementing this
vision. Chapter 18.21 of the municipal code establish the affordable housing density bonus
provisions. Affordability levels are based on the area median household income and
households size. Appendix C shows the median income limits by household size used for 2018.
The income categories are defined as follows:

Extremely low income —less than 30 percent of median household income.
Very low income—31 to 50 percent of median household income.

Low income—51 to 80 percent of median household income.

Moderate income—80 to 95 percent of median household income.

Middle income —96 to 120 percent of median income.

The amount of the density bonus depends on the affordability level of the units provided and if
the units are for-rent or for-sale. All additional units built above the base zoning limits must
meet the following affordability requirements.

Rental units can receive a bonus of 50 percent of the base zoning if the additional units
provided are affordable for households in the lJow-income category or below.

For-sale units. There are three tiers for the bonus area depending on the affordability
levels of the additional units provided.

= Bonus of 50 percent of the base zoning if the additional units provided are affordable
for households in the low-income category or below.

= Bonus of 40 percent of the base zoning if the additional units provided are affordable
for households in the moderate-income category or below.

= Bonus of 20 percent of the base zoning if the first 10 percent of the additional units
provided are affordable for households in the moderate-income category and the
remaining 10 percent are affordable to households in the middle-income category.
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3 Existing Conditions

Understanding the current real estate market conditions is critical to designing an effective
development incentive program. This section summarizes the existing real estate market
conditions affecting development in Bainbridge Island and City” incentive programs for
affordable housing and TDR. Our analysis included both a market study and interviews with 12
local real estate professionals.

3.1 Program Utilization

The current incentive programs available for affordable housing and TDR have not been
utilized as desired. Incentive zoning policies are intended to leverage new market-rate
development for the production of public amenities. However, these policies can only work
when new development is financially feasible. The structure of an incentive zoning program
should make it economically attractive for developers to use the incentive under most market
conditions.

The real estate market in Bainbridge Island has realized increasing growth and stronger market
fundamentals, particularly during the last five years. However, other constraints have hindered
the use of the City’s affordable housing and TDR incentive program. Many of the limiting
factors identified in the 2006 MAKERS/Community Attributes evaluation of the TDR program
remain in place. Specific factors identified include the absence of a market mechanism and
insufficient opportunities for demand to use the TDR credits. Furthermore, we learned in our
conversations with developers that many are not even aware of the existence of the TDR
program.

3.2 Real Estate Market Conditions

The real estate market trends and recent development examples point to a city that is seeing an
increase in demand, primarily for housing development of all types. This uptick in demand has
occurred relatively recently. For much of the 2010s, the city did not realize much new
development following the effects of the recession in 2008. As a result, the housing supply has
been lagging housing demand and rents and sales prices have been increasing, particularly over
the last five years.

A continuation of these growth trends and historically low vacancies indicate there will likely
be demand for more housing (single-family and multifamily) in the future. The resulting
increase in population will also drive the demand for additional commercial space to provide
goods and services.

For a development incentive program to be effective it needs to align with where development
is occurring, the uses that are demanded, and the intensity of that development. Recent trends
and market conditions in Bainbridge Island indicate there is an opportunity for the utilization of
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development incentives. Appendix A includes a more detail summary of the market study. Key

findings include:

Winslow Has the Most Potential for Future Development. Winslow has realized much
of the new growth in Bainbridge Island, which aligns with the City’s comprehensive
plan. Winslow has the infrastructure, specifically water and sewer service, to
accommodate future growth. Winslow is also an attractive location for development
because of the proximity to the ferry terminal.

Neighborhood Centers have Limited Potential Due to a Lack of Infrastructure. In the
comprehensive plan, neighborhood centers are designated for more intense
development. With the exception of Lynwood Center, a lack of infrastructure (primarily
sewer service) limit the development potential of these areas. The capacity and use of
development incentives within these areas will be tied to the provision of the necessary
infrastructure.

Residential Uses Present the Best Opportunity for Utilizing Development Incentives.
Most of the recent development and permit activity in Bainbridge Island is for single-
family housing. More recently, multifamily housing, particularly in Winslow, is also
realizing sizable new developments. As a result, development incentives should focus
on leveraging demand for these uses.

Residential Projects Will Want to Maximize Density. Future projects may be looking to
increase densities (i.e. smaller lots and more units per acre for single-family homes and
more height and building area for multifamily projects). This demand can be leveraged
to support both the purchase of development rights and the creation of affordable
housing as part of a City’s development incentive programs.

3.3 Stakeholder Interviews

To supplement the market study, we interviewed 12 real estate professionals including
developers, architects, affordable housing providers that work in Bainbridge Island. All of the
stakeholders interviewed noted the increasing cost of housing in Bainbridge Island over the last
several years. However, they also noted that increasing construction cost and land prices are
making it more challenging for new projects to “pencil out.” Several common themes emerged

from these interviews, which are summarized below.

Regulatory Barriers. A number of interviewees expressed their wish for more flexibility
in the zoning code, especially regarding density and height limitations. High minimum
parking requirements was also noted as an issue in some zones (primarily those not by

the Ferry Terminal).

Environmental Concerns. Several interviewees expressed concerns about the
environmental effects from increased development, primarily the loss of trees and open
space. However, others thought the City prioritized environmental issues too much over
housing affordability.
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* Limited Sewer, Sanitation, and Water Services. All of the interviewees emphasized the
limitations that the lack of sewer, sanitation, and water services imposed on
development site designations outside of the Winslow core area, which limits the
developable land available in the city.

» Little familiarity with the TDR program. In addition, we asked the interviewees about
their knowledge of the City’s transfer of development (TDR) program. Few people were
familiar with the program even if they knew it existed. A majority of them revealed to
possess little to no knowledge of this program.

When asked how they would recommend the City address these challenges, interviewees
suggested that 1) more flexibility in the zoning codes, 2) reduced parking requirements
especially for areas near the ferry terminal, 3) increased heights in the zoning code, 4) more
incentives for open space, tree retention, and higher density development, 5) more sewer,
water, and sanitation services outside of the Winslow core area, and 6) a better overall
communication from the City Council on the island’s growth plan.
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4 Development Analysis

The central question of a development analysis for an incentive zoning program is whether the
incentive offered (typically additional development capacity) creates enough value to cover the
additional cost of construction and operations in addition to the cost of providing the public
benefit required as part of receiving the incentive. For affordable housing, the cost to a
developer is foregone rental income. For land conservations, the cost to a developer is the
dollars to purchase the development right(s). To evaluate this question, ECONorthwest
conducted a financial analysis of different building types within select zones. The analysis
evaluated the financial viability of these buildings under the current base and density bonus
provisions and hypothetical larger density bonus provisions. This section provides an overview
of the method and assumptions used and the finding of the development analysis

4.1 Approach

Development feasibility is based on the difference of the potential value of a development
project, less the costs to build it. If the value of a hypothetical project is higher than the total
cost, which includes the developers profit requirements, the project is likely feasible in the
current market. Exhibit 7 depicts this development equation and its pieces.

Exhibit 7. Financial Feasibility Development Equation

Value (What the project

could sell for when finished)

- Costs

Land purchase

Site Preparation

Design, Permits, etc.
Construction

Parking

Infrastructure

Operation & Maintenance
Financing

Profit (return on cost)

Feasibility (+/-)

To calculate the value and costs, ECONorthwest used a pro forma analysis. A pro forma
analysis models all of the costs of constructing a new building —including design, permit fees,
site improvements, any developer fee, and contingencies —to arrive at a total cost for each
building prototype. The pro forma analysis then models potential revenues the new building
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would generate based on how much rent a building would generate in a year or the price if it
was sold. Lastly, the analysis then applies an assumed rate of return to account for the profit a
developer would require.

It is also important to keep in mind that development feasibility depends on several factors in
addition to the assumed revenues, costs, and returns. The feasibility of any site can also be
dependent on the individual developer and other idiosyncratic factors, such as when a
developer bought the property, their ability to finance a project, and their tolerance for risk.
Thus, the pro forma analysis is a snapshot of feasibility under current market conditions and
typical development assumptions.

Key Financial Assumptions
The pro forma analysis used several key assumptions'® to calculate financial feasibility.
Appendix B lists the specific assumptions for each prototype.
* Apartment rent: $2.50 per square foot per month (or equivalent of $2,500 a month for a
1,000-square foot two-bedroom apartment).
* Retail rent: $25.00 per square foot per year.
* Townhome sales price: $450.00 per square foot.
* Residential wood-frame construction costs: $180 per square foot.
* Commercial concrete podium costs: $240 per square foot.
* Surface Parking: $5,500 per space.
* Ground floor Parking: $30,000 per space.
* Underground Parking: $60,000 per space.
* Land cost for NC zone: $25.00 per square foot.
* Land cost for Central Core and Ferry Terminal Overlay zones: $75.00 per square foot.
* Land cost for High School Road District: $60.00 per square foot.
* TDR credit cost: $75,000 per development right.

Building Types and Zones Analyzed

The feasibility analysis evaluates the financial performance of hypothetical developments in five
different zones on Bainbridge Island (Neighborhood Center, Neighborhood Center/Residential-
12, High School Road District 1, Ferry Terminal Overlay, and Central Core Overlay). These
zones are areas designated as growth centers in the City’s comprehensive plan, and the Council
is interested in understanding what scale of development is currently feasible within these
zones and what (if any) changes are needed to make the current incentives better utilized.

10 Sources: Rent based on local comparable developments and assumptions by ECONorthwest. Development costs
based on discussions local builders, and returns assumption are from ECONorthwest.
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Exhibit 8 compares the existing or current development standards for the base zoning and
density bonus limits for zones included in the analysis.

Exhibit 8. Current or Existing Development Standards of Zones Analyzed

Base

Bonus

Residential Mixed Use

Residential Mixed Use

Zone Units/Acre FAR FAR Height (Ft) |Units/Acre FAR FAR Height (Ft)
NC* 2.0 NA NA 35 5.0 NA NA 45
NC/R-12** 5.0 NA NA 35 12.0 NA NA 45
High School Road Districts NA 0.3 0.3 35 NA 0.6 1.0 45
Ferry Terminal Overlay NA 0.4 0.5 35 NA 1.1 1.3 45
Central Core Overlay NA 0.4 1.0 35 NA 1.0 1.5 45

*Infrastrure available
**Mixed use building
Source: City of Bainbridge Island

Within these five zones, the development analysis evaluated the financial feasibility of a specific
building type currently allowed within that zone. The analysis included three different building

types: townhomes, garden apartments, and a residential mixed-use building. Exhibit 9 shows

each building type analyzed for the corresponding zone.
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Exhibit 9. Building Types Analyzed

Zone Building Type
.

Neighborhood Center Townhome
Max Base Density: 2 units/acre

Max Bonus Density: 5 units/acre

Neighborhood Center/R-12 Mixed-Use Building
Max Base Density: 5 units/acre

Max Bonus Density: 12 units/acre

High School Road District - 1 Garden Apartment
Max Base Density: 0.3 FAR

Max Bonus Density: 0.6 FAR

Ferry Terminal Overlay Mixed-Use Building
Max Base Density: 0.5 FAR

Max Bonus Density: 1.3 FAR

Central Core Mixed-Use Building
Max Base Density: 1.0 FAR

Max Bonus Density: 1.5 FAR

Source: ECONorthwest

Scenarios Analyzed

To assess the effects of zoning and development incentives on financial feasibility and the
ability to create value to support the provision of public benefits, ECONorthwest analyzed the
feasibility of the building types above under three scenarios:

* Base zoning. Assumes the building meets the base zoning requirement (density, height,
etc.).

* Current density bonus. Assumes the same building maximizes the density bonus
density and height limits.
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* Increased density bonus. Assumes higher density and height limits than currently
allowed.

In addition to analyzing each building type under the base zoning and density bonus scenarios,
the analysis also assumed a couple of additional development incentives along with the current
density bonus. Specifically, the two incentives factored into the analysis include:

*  Multifamily Tax Exemption (MFTE). An 8-year property tax property tax abatement on
the residential portion of new multifamily housing development. There are no specific
affordability requires for the 8-year version under state statues.

* Lower parking requirement. Assumed minimum parking requirements are half of the
current standards.

The analysis then compared the total value of each scenario for each of the five prototypes. As
long as the value is positive (it exceeds the total costs including a developer’s assumed return),
it can be used to support the realization of public benefits such as affordable housing or
purchase of TDR credits. However, in order to for the incentive to be a true incentive for
developers, the developer must also receive a share of the additional value.

4.2 Feasibility Comparison

Overall, the development analysis found that current base zoning and available incentives will
likely not support the dedication of public benefits for TDR or affordable housing. While the
current incentives increase the value of each of the building types analyzed, they do not create
enough value to capture public benefits for the City in the land use code (e.g. land conservation
and affordable housing). Further, the price for property in Bainbridge Island is relatively high
due to the scarcity of infrastructure and limited development sites. Vacant properties typically
cost less than developed parcels and are more likely to be financially feasible to develop at
similar market conditions. As a result, the building type analyzed are not financially viable
(even with the current incentives) on more costly developed sites.

Exhibit 10. Current Feasibility of Development by Zone
Current Bonus Current Bonus

Scenario Base Zoning - TDR -1Z
NC - Multifamily No Yes No
HS-1 - Multifamily No No No
FERRY - Mixed Use No No No
CORE - Mixed Use No No No

Source: ECONorthwest

To improve financial feasibility, development projects need more physical scale, primarily
through increasing the amount of building square feet and potentially increased building
heights. To assess what scale and density are needed, ECONorthwest analyzed the same
building prototypes and zones as in the baseline development analysis. This analysis assumed
more building area and higher heights than currently allow under zoning.
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The analysis also assumed a few other key changes in zoning standards and incentive program
requirements including:

* Parking requirements are lower than currently required,
* A new 8-year MFTE program is in place, and

* 10 percent of all unit built are affordable for a household of one earning at least 80
percent of the area median income (the equivalent of $54,000 a year).

Exhibit 11 shows the densities and development conditions likely necessary for development
projects to provide a sizable amount of affordable housing and conservation benefits under
current market conditions. Specifically, the table shows the estimated number of affordable
units created and acres of land conserved based for a single project within that zone. The high
estimate of land conserved assumes the sending site is zoned R-0.4, and the low estimate for
land conserved assumes the sending site is zoned R-2.

Exhibit 11. Maximum Development Assumptions Evaluated by Zone and Estimated Benefits

NC - NC/R-12 - HS-1 - FERRY - CORE -
Townhomes Mixed Use Multifamily Mixed Use Mixed Use
Height 20 35 40 55 55
Density (Floor area ratio) 0.46 1.72 3.00 4.50 4.50
Density (Units per acre) 10.0 62.0 122.0 196.0 196.0
Parking (Spaces/Unit) 1.50 1.00 0.75 0.75 0.75
Affordable Units Created 1 6 6 18 9
Acres Conserved (High est.) 9.2 11.5 16.1 32.1 9.2
Acres Conserved (Low est.) 1.8 2.3 3.2 6.4 1.8

High estimate assume credits all purchased for land zoned R-0.4
Low estimate assume credits all purchased for land zoned R-2

Source: ECONorthwest

Development Analysis Summary

The development analysis found that current base zoning and available incentives will not
support the provision of affordable housing units or purchase of TDR credits. While the current
density bonus incentives do increase the value of each of the building types analyzed they do
not create enough value to capture for public benefits (e.g. affordable housing and land
conservation). Key findings include:

* Density limits are the primary impediment to development viability. To improve
tinancial feasibility and utilization of the incentive programs, development projects need
to be able to use development sites more efficiently and achieve more physical scale.

* Increasing maximum density creates a lot of value that can be used for subsidizing
affordable housing and purchasing TDR credits.

* Lower parking requirements are also an important factor in how efficiently a building
can use a site and the total cost of a project.
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* Height limits are not an impediment to development under current market conditions.
However, in the future under changing market conditions, an additional floor would
allow more building square feet and more flexibility developing a site to provide open
space on the site.

These findings align with the recommendations outlined in the Affordable Housing Task Force
Final Report. The report recommends the City making code changes to increase density limits,
building heights, and reduce parking requirements (Recommendation 1B).
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5 Policy Options

Setting efficient regulatory and performance parameters for incentive zoning programs is a
challenging endeavor. The city must balance the desire to leverage private development to
deliver public benefits against additional costs imposed on the project. This challenge is
compounded by ever changing market conditions, such as changes in construction costs, cost of
capital, household incomes, land prices, and rent—all of which affect the financial viability of a
project over time.

To increase the realization of public benefits the development analysis determined the City will
need to make changes to its existing incentive program. The City has several strategic options to
optimize its zoning provisions and increase the potential for development and the realization of
TDR purchases and/or affordable housing units. All options will require the City to allow a
sizable increase in the density allowed to create enough value for projects to provide the public
benefits desired and still be financially viable.

Voluntary or Mandatory Affordable Housing Program

In addition to making the zoning changes described above, the City has several options to
increase the provision of affordable housing units and/or purchase of TDR credits through how
it defines the public benefits required to realize the incentives offered. The current TDR and
affordable housing incentives function as separate programs. The City can continue to have
them function separately and make changes to each so they work on their own. However, if
desired, the City can link the programs so that both the provision of affordable housing and the
purchase of TDR credits are realized from an individual project using the density bonus.

Exhibit 12 outlines the decision tree for making these policy decisions. For the affordable
housing incentive program, an important, initial step is whether the City makes provisions for
affordable housing voluntary or mandatory. The City currently has a voluntary program for
affordable housing. However, the Affordable Housing Task Force Report recommended a
mandatory program, pending the completion of this study (Recommendation 1A). For the TDR
program, an initial step will be to define how the program is administered.

Subsequent steps will need to define the public benefit for affordable housing and TDR
purchases required. The amount of affordable housing provided or TDR credits purchased
determine what level of density is needed to support the provision of those public benefits!!.
For example, a higher share of affordable units—10 percent compared to 5 percent—will require
a higher level of density allowed so that projects are financially viable and get built. Thus, the
base and bonus density limits for each approach will also differ.

11 RCW 36.70A.540
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Exhibit 12. Strategic Options Decision Tree

Pursue a
voluntary
program

Pursue a
mandatory

Make
affordable
Housing Policy
Changes
Decide to
increase max
densities and by
how much
Make TDR
Program
Changes

program
- @@

Define affordable
housing benefit

Change bonus ‘
density

Choose an
administrative
model

Define affordable
housing benefit

Change base
density

Define TDR
benefits

Set additional
bonus density

The chart below shows the current FAR limits for a mixed use building in the Central Core
Overlay zone and how FAR limits would likely need to change under a revised voluntary or
new mandatory program. The number of affordable units built and TDR credits purchased
would be different for mandatory program versus a voluntary program, even if the maximum

density allowed is the same (e.g. 3.5 FAR).
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Exhibit 13. Example FAR Limits for Mixed-Use Building in the Central Core Overlay Zone

4.00
B Base Zoning H Density Bounus
3.50
3.00
o
S 250
2 10%
c::‘: 500 Affordable
o Housing &
< 1TDR ) 10 %
8 150 Credits Affordable
L .
Housing
1.00
0.50
0.00
Current (CORE) Revised Voluntary Program New Mandatory Program

Source: ECONorthwest

Voluntary Program. A revised version of this program would keep the base zoning the same
and increase the density bonus (higher FAR limits and increased height). The value created
through the increased density bonus can be divided between affordable housing and TDR
purchases (50/50, for example). For our analysis, we assumed a development would make 10
percent of all units affordable and purchase at least one TDR credit to realize the density bonus.

Mandatory Program. A mandatory program would be more complicated. All development
projects would be required to provide a defined share of affordable housing units. Although,
small scale project can be exempted from the requirement. To ensure projects are financially
viable (so units get built) the City would need to substantially increase the base zoning density
and height limits. Even if the defined share of affordable housing was the same as the voluntary
program (10 percent), the total number of affordable units provided would be slightly less
because the size the building area that 10 percent applies to is smaller (a building area with 3.0
FAR compared to 3.5 FAR).

In addition, a TDR incentive (additional density or height increase above the newly increased
base zoning) would be added to the mandatory affordable housing requirement to provide a
mechanism for TDR credits to be purchased.
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Other Tools, such as MFTE, can Support Incentive Programs

The City has a variety of other incentives it can use to ensure development feasibility as part of
an incentive program in addition to increasing zoning capacity. Direct subsidies, tax
abatements, and reduced parking requirements, which was mentioned above, are the most
impactful. The Multi Family Tax Exemption (MFTE) program!? is the one of the best options in
Washington State that is available to the City. The Affordable Housing Task Force also
recommended the City adopt an MFTE program (Recommendations 1C).

The MFTE is a property tax abatement on the residential portion of new multifamily housing
development. There are two versions of the program: an eight-year abatement and a 12-year
abatement. The 12-year abatement requires that at least 20 percent of the housing units are
affordable to households earning 80 percent of the Area Median Income. The 8-year program
does not have an affordability requirement, but it can be used in conjunction with an affordable
housing incentive zoning program.

The Development Analysis evaluated the eight-year version of the MFTE and found that it
added substantial value to projects. Thus, not including an MFTE as part of the City’s incentive
program would likely require increasing densities allowed to compensate for the lost value
and/or reducing the public benefits required to maintain the feasibility of projects.

12 RCW 84.14
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Trade-off Between Incentive Maximums and Public Benefits

The central question of this analysis is whether additional zoning capacity creates enough value
to cover the additional cost of construction and operations and still provide a defined percent of
affordable units and purchase TDR credits. If additional zoning capacity does create enough
value, what are the FAR and height maximums necessary for the incentive program to work
under current market conditions and future market changes.

To assess what scale and density are needed, ECONorthwest analyzed the same building
prototypes and zones as in the baseline development analysis. This analysis assumed more
building area and higher heights than currently allow under zoning. The analysis also assumed
the City implemented an MFTE program and reduced parking requirements, as discussed in the
sections above.

Exhibit 4 shows the maximum building scale and density assumed, the number of affordable
housing units created (assuming 10 percent of units designated as affordable'®), and the range of
acres conserved (depending on the zoning of the sending site!*).

Exhibit 14. Maximum Development Assumptions Evaluated by Zone and Estimated Benefits

NC - NC/R-12 - HS-1 - FERRY - CORE -
Townhomes Mixed Use Multifamily Mixed Use Mixed Use
Height 20 35 40 55 55
Density (Floor area ratio) 0.46 1.72 3.00 4.50 4.50
Density (Units per acre) 10.0 62.0 122.0 196.0 196.0
Parking (Spaces/Unit) 1.50 1.00 0.75 0.75 0.75
Affordable Units Created 1 6 6 18 9
Acres Conserved (High est.) 9.2 11.5 16.1 32.1 9.2
Acres Conserved (Low est.) 1.8 2.3 3.2 6.4 1.8

Source: ECONorthwest

The development analysis results indicate the City would need allow for a substantial increase
in floor area allowed for sizable provision of affordable housing and purchase of TDR credits
under current market conditions. Current maximum bonus FAR limits (for mixed use
development) in the Mixed-Use Town Center and High School Road District are 1.0 and up to
1.5 in the Central Core Overlay zone. These limits would have to be increased to at least 3.0 in
the High School Road District and 45 in the Mixed-Use Town Center. More modest increases in
height (going from 45 to 55 feet) may also be necessary.

13 Households earning 80 percent of the area median income and spending 30 percent or less of their income on
housing including utilities.

14 Assuming an average value of $75,000 per development right/credit.
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Ultimately, for any revisions to the current incentive program, there is a trade-off between
different options that the City will need to consider. Allowing more density and heights will
allow the City to require a higher share of affordable housing, lower affordability levels, and/or
more dollars for purchasing TDR credits. Conversely, lower density and height maximums will
result in less affordable housing and fewer dollars used for TDR purchases. However, if the
defined public benefits are set too high, the private market might wait until market dynamics
change for development to occur. This challenge is encountered by every jurisdiction trying to
calibrate an incentive zoning policy.
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6 Considerations and Recommendations

The City’s current affordable housing incentive program and TDR program are separate
incentives that compete among several other incentives and FAR purchase options available
within Bainbridge Island. Neither of these programs have been utilized as originally desired.
Our analysis found the current base and incentive zoning parameters are the primary barrier to
the incentives working effectively.

To improve performance and the realization of public benefits, we recommend an incentive
zoning framework that 1) prioritizes affordable housing and the purchase of TDR credits above
other public benefits (public spaces, underground parking, etc.), and 2) maximizes the
frequency and period of time that these two incentives would likely be used under a variety of
changing market conditions. Broadly, there are six key changes the City can undertake to better
support these two objectives.

1. Allow a new maximum height and FAR densities. We recommend increasing the
density and height of buildings within designated growth centers. While our analysis
did not identify the current height limits as barrier to the utilization of the current
incentive program, we recommend increasing the current limit to allow an additional
floor, so the program provides flexibility to be used under changing market conditions
in the future.

We also recommend moving to an FAR-based density limit for the NC zone. The zone
currently uses units per acres to define density. An FAR-based density limit would be
consistent with the other growth center zones and provide more flexibility.

The table below summarizes the recommended maximum density and height limits for
density bonuses by zone. Our analysis only looked at five zones with these areas.
Additional analysis would be needed to determine the bonus maximums for the zones
not studied.

Exhibit 15. Recommended Maximum Bonus Density and Height Limits

Zone Current Current Recommended Recommended
Bonus Density Bonus Height Bonus Density Bonus Height
Neighborhood Center 5 unit/ac 45 feet 0.5 FAR 45 feet
Neighborhood Center/R-12 12 units/ac 45 feet 2.0 FAR 45 feet
High School Road District - 1 0.6 FAR 45 feet 3.0 FAR 45 feet
Ferry Terminal Overlay 1.1 FAR 45 feet 4.5 FAR 55-75 feet
Central Core 1.0 FAR 45 feet 4.5 FAR 55-75 feet

Source: ECONorthwest

2. Reduce the other incentives available and focus on affordable housing and TDR. The
City currently offers incentives for several other public benefits including: providing
underground parking, FAR purchases, providing on-site open space, tree preservation,
historic structure preservation, etc.). Reducing competing options will prioritize the use
of incentives for the affordable housing and TDR programs.

ECONorthwest 35

56



Create an administrative model for the TDR program. The current TDR program code
does not identify a clear process by which a landowner or a developer can participate in
the program. We recommend that the City creates both an administrative structure for
the operation of the program as well as easily accessible informational resources to
prospective users of the program. Until a robust market for TDR evolves in the City, we
recommend a simple private buyer-seller model with public support. As program
activity increases or if the City allocates funding to acquire TDR credits, the creation of a
TDR bank would serve a useful purpose to augment the private market transactions.
Additional resources will support the emergence of a marketplace, such as an online
listing of landowners who wish to sell their development rights, electronic copies of
application forms that users can download, and a dedicated webpage for the TDR
program that explains the tool, identifies sending and receiving areas, illustrates the
process for using the program, and gives appropriate City staff contact information.

Establish a fee in-lieu option for the affordable housing and TDR incentive programs.
A fee in-lieu options would provide more flexibility for developments, particularly
smaller projects. For example, as part of a revised TDR program the City could collect
and use these funds for the purchase of development rights and conservation easements
in Bainbridge Island.

Decide to maintain a voluntary or establish a new mandatory affordable housing
program. We recommend maintaining a voluntary affordable housing incentive
program. The base zoning density limits are relatively low. Thus, most future projects
will likely take advantage of the affordable housing incentive if calibrated correctly. As
discussed above, a voluntary program has the potential to yield more public benefits
when used compared to a mandatory program as well.

Establish an MFTE program. We recommend an 8-year MFTE program. Our analysis
showed that the MFTE added value for multifamily developments and it would be an
additional incentive to support the viability of multifamily projects and the use of
incentive programs. In addition, an 8-year program allow the City to set its own
affordability requirements (both the share of affordable units and length of
affordability). The 12-year MFTE program requires 20 percent of units are affordable for
12 years.

Define the affordable housing and TDR benefits based on the new bonus density
limits and other incentives.

= For affordable housing we recommend 10 percent set aside of all units built. Our
analysis indicated that this share would be viable at the densities modeled. The City
currently requires that all units built through the density bonus be affordable. Because
the base zoning limits are relatively low, a high percent of all units are affordable,
which had a sizable effect on financial feasibility.
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= For TDR, the benefit to a developer is defined by an exchange rate: what additional
value does a developer gain by purchasing one credit? No exchange rate is currently
set by the program or code and this uncertainty deters participation. If the City is
going to award density bonus on an FAR basis, the appropriate units to express an
exchange rate is in additional square feet of building area per credit purchased. For
example, for each TDR credit purchased, a developer may build an additional 2,000
square feet of floor area up to the FAR limit of 3.5. Further evaluation of conservation
area land values is needed to calibrate an exchange rate that will drive demand for
TDR.

In addition to the seven changes above, there are several small, less critical changes the City can
pursue that also will help support the affordable housing and TDR incentive programs that we
also recommend the City consider.

Expand the receiving areas available for TDR credits. Residential zones, such as R-2.9
and R-3.5 could support the placement of TDR credits and conservation open space
elsewhere on the island by allowing additional units in exchange for purchasing a TDR
credit.

Remove separate FAR limits for residential and commercial uses in mixed-use buildings.
Instead, establish one, new FAR limit for the entire building by zone as discussed above.

Reduce parking requirements to 1.0 space per unit. Maintain reduction of half for areas
within 0.5 mile of ferry terminal, which would then allow 0.5 space per unit within 0.5
mile of ferry terminal.

Expand the areas where denser development can be built to increase the number lower
cost development sites available where projects would be financially viable. In addition
to rezoning areas, this would include ensuring existing neighborhood centers have the
infrastructure available to support the growth planned for those areas.
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Appendix A - Real Estate Market Analysis

Introduction

The City of Bainbridge Island is evaluating its inclusionary zoning and transfer of development
rights (TDR) programs to understand how these programs can be better utilized to support
citywide efforts for land conservation and affordable housing development. Many cities use
regulatory and financial incentives to realize public benefits. However, designing and
implementing incentive programs is a complex process. Primarily, real estate market conditions
change over time, which make it a challenge to calibrate incentive programs. In addition,
existing “base” zoning requirements, such as parking standards or height limits, may not be
aligned with the incentive program, making the program less effective. Lastly, private sector
participants have different needs and goals making incentive program utilization inconsistent.

ECONorthwest and Forterra are working for the City of Bainbridge Island to evaluate the City’s
transfer of development rights (TDR) and inclusionary housing programs, specifically. A key
tirst phase of this effort is understanding the current real estate market conditions, which is
critical to designing an effective development incentive program. Key questions for the real
estate market assessment include:

* What uses and building types are in demand?
* What building forms and intensities are likely to be built in the current market?

* How much will likely be built on an annual basis?

Understanding the answers to these questions informs the evaluation of the City’s existing
incentive provisions and informs the policy options the consultant team will analyze in
subsequent tasks. The remainder of this memorandum is organized into three main sections.

* Market Analysis considers growth and development trends for different housing types
and land uses.

* Recent Development Examples identifies recent comparable development in
Bainbridge Island and their key characteristics.

= Real Estate Demand Outlook assesses the market readiness of different land uses and
building types and their potential to utilize development incentives.
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Market Analysis

This section summarizes the changes in real estate fundamentals for housing and office uses in
Bainbridge Island.

Improving market conditions have spurred new real estate investment

Bainbridge Island has realized increasing growth and stronger market fundamentals,
particularly during the last five years. The annual changes in the number of housing units built
has increased over the last seven to eight years. However, the number of housing units built
during the last several years is still below the pre-2008 recession averages. Since 2010, the city
averaged about 50 new housing units per year. During the five years before the recession (2003-
2008) the city averaged over 190 housing new units per year.

Exhibit 16. Annual Housing Units Change for the Last 15 Years, 2003-2017
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Source: Washington Office of Financial Management, 2018

* Note, the 2010 estimate is likely excessively large to account for underestimates in previous years and to match the
2010 Census totals.

Building Permits Activity is Increasing

Building permit activity for new development in the City of Bainbridge has increased since
2008. During this period, the City of Bainbridge Island issued and finalized an average of
approximately 58 permits annually, and 120 permits in 2017 alone. As of August 2018, the City
has already issued 130 permits and finalized 55 of those permits. As a result, 2018 is likely to
exceed the 2017 totals for building permits issued and finaled.

Single-family permits accounted for the greatest number of permits issued and finaled in a
given year, with 75 percent of all permits issued. Exhibit 17 shows the number of permits issued
for attached dwelling units, commercial, mobile homes, multifamily, and single-family units.
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Exhibit 18. Permits Issued and Finaled* for All Uses, 2008-2018

200

[N
[&)]
o

100

[ | .
— - -
]
—
-I
= B

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Pipeline
mSingle Family W Multifamily Mobile Home ® Commercial mADU

Number of Building Permits Issued

Qa1
o

Source: City of Bainbridge Island
*Note: Pipeline includes permits that have been issued but not finaled.

Permits for commercial development increased by over 244,000 square feet since 2008. As of
August 2018, 32,732 square feet of commercial square footage has been permitted.

Exhibit 19. Commercial Space Permitted, 2008-2018
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Exhibit 20 illustrates the trends for residential permits. Permits for single-family units steadily
increased while multifamily dwelling units varied by year. In 2017, 120 housing units were
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permitted. As of August 2018, 101 total units have been permitted, and 60 multifamily units
have been permitted, exceeding the multifamily total for the previous ten years. Accessory
dwelling units (ADUs) have remained consistent with fewer than 10 permits a year. The
development pipeline (projects where permits have been issued but not finaled) is sizably
larger, particularly for multifamily development, than the number of permits finalized in recent
years.

Exhibit 20. Number of Residential Dwelling Unit Permitted, 2008-2018
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Note: Pipeline includes permits that have been issued but not finaled.

Exhibit 21 shows the geographic distribution of residential building permits. Permits for single-
family homes and accessory dwelling units are distributed throughout the island. Multifamily
permits are concentrated in Winslow where the zoning allows denser residential uses.
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Exhibit 21. Location of Building Permits by Type, 2008-2018
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Large Increase in Home Prices

In inflation-adjusted dollars, the median sales price for a home in Bainbridge Island has
increased 27 percent in the last ten years, from $719,000 in 2009 to $820,000 in 2018. Exhibit 2
compares the changes in adjusted sales prices in the month of March of each year to median
sales prices in Seattle. While the adjusted sales price is Seattle is lower, with the exception of
2012, than the annual median sales price for Bainbridge Island, the sales prices in both cities
follow a similar trend.

Exhibit 22. Adjusted Sales Prices in Bainbridge Island and Seattle MSA (2018 $)
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Apartment Market has Strong Fundamentals

The market fundamentals for apartments indicate a tightening market as vacancies have

declined and average rents have increased. In 2009, the vacancy rates for multifamily housing

units in Bainbridge Island and Kitsap County were over five percent and six percent,
respectively, but both decreased to 4.2 percent in 2018. As vacancy rates have declined,

competition for a limited supply of housing has increased, resulting in a rise in average rents.

In Bainbridge Island, the average asking rent per square foot a month has increased from $1.51
per square foot to $1.69 in 2018 adjusted for inflation. This represents a 12 percent increase in
average rents in the last 10 years. A $1.69 per square foot per month rent is equivalent of $1,690

a month for a 1,000 square foot two-bedroom apartment. Average rents in Bainbridge Island are

about 15 to 20 percent higher than those in Kitsap County, overall.

Exhibit 23. Average Apartment Rent Per SF and Vacancy, 2009 - 2018 (2018 $)
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Office Market is Improving

The office market in Bainbridge Island has also shown improving fundamentals. Most notably,
the vacancy rate for office units in Bainbridge Island dropped over eight percentage points from
2009 to 2018; the current vacancy rate is less than two percent. In response, average office base

rents, as shown in Exhibit 24, have increased from a low of $14.14 per square foot per year in

2012 to $18.70 in 2018.

While the office vacancy rate also fell for Kitsap County, office rents have also declined. As of
2018, average office rents in Kitsap County are $16.08 per square foot, which is now less than in

Bainbridge Island.
Exhibit 24. Change in Vacancy and Adjusted Office Base Rent Overall, 2009 - 2018 (2018 $)
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Recent Development Examples

Recent development projects in Bainbridge Island provide a benchmark on the scale and
intensity of building the current market can support. Below are examples of projects recently

built or currently under construction in Bainbridge Island.

Office Developments
Bainbridge Island CrossFit

9440 Sportsman Club Rd NE, Bainbridge Island

Year Built: 2017

Stories: 2

Size: 12,000 SF

Rent: $13.00- $16.00 / NNN
Current Tenants: CrossFit

Island Gateway
204 Ravine Ln NE, Bainbridge Island

Year Built: 2010

Stories: 3

Size: 37,626 SF

Rent: $20.00 - 24.00 / SF
Vacancy Rate: 0%

Current Tentants: NA

ECONorthwest
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Multifamily Developments
Bainbridge Landing

259 Ferncliff Ave., Bainbridge Island

Year Built: Under construction (delivers April 2019)
Units: 107
Stories: 4 | Buildings: 8
Parking: Ground-level and surface parking
Total Floor Area: 100,000 SF
Average Unit Size: 763 SF
Unit Mix: 70% (1-Bed)
30% (2-Bed)

Grow Community - Condos (The Tsuga)
221 Wyatt Way NE, Bainbridge Island

Year Built: 2015

Units: 15

Stories: 3 | Buildings: 1

Rent: NA

Total Floor Area: 21,174 SF

Parking: Ground-level and Surface Parking
Average Unit Size: 1,412 SF

Unit Mix: 100% (1-Bed)

Single Family Developments
Grow Community - Townhomes

Ambrose Lane NW, Bainbridge Island

Year Built: 2013
Square Feet: 1,500 - 1,800
Sales Price: $600,000 - $800,000

These project examples indicate:

Winslow Grove
NE Winslow Grove Court, Bainbridge Island

Year Built: 2018
Square Feet: 3,000 - 4,200
Sales Price: + $1.1 million

e T

» Office and commercial developments are likely to be modest in size (both height and

total area).

* Current apartment rents and sales prices can support multi-story buildings with a
mixture of ground-level and surface parking.

* A variety of single-family home types are in demand from larger single-family homes to
smaller, more compact options, such as townhomes.

ECONorthwest
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Demand Outlook

The real estate market trends and recent development examples point to a city that is seeing an
increase in demand, primarily for housing development of all types. This uptick in demand has
occurred relatively recently. For much of the 2010’s the city did not realize much new
development following the effects of the recession in 2008. As a result, housing supply has been
lagging housing demand and rents and sales prices have been increasing, particularly the over
the last five years.

A continuation of these growth trends and historically low vacancies indicate there will likely
be demand for more housing (single-family and multifamily) in the future. The resulting
increase in population will also drive the demand for additional commercial space to provides
goods and services.

Outlook by Use

* Single-Family Outlook. Demand for single-family homes in Bainbridge Island is likely
to continue. The city has a high quality of life and has direct access to downtown Seattle.
As the region continues to grow and home prices in Seattle increase, Bainbridge Island
will potentially see even greater demand.

As land values increase Bainbridge Island, the market for single-family homes will
increasingly be for both smaller housing forms (such as townhomes and small-lot
homes) and larger, higher-end homes to justify the higher cost of land.

* Multifamily Outlook. Low vacancies and increasing rents indicate increasing demand
for apartments as well. Recent multifamily developments are three- to four-stories with
parking integrated into the ground level. As land values increase, taller apartment or
mixed use buildings will likely be viable.

= Office Outlook. The office market in Bainbridge Island has also shown improving
fundamentals. Office vacancies have decreased sizable from over ten percent in 2010 to
less than two percent in 2018. In response, office rents in Bainbridge Island have
increased at a rate of 2.1 percent a year to $18.70 per square foot per year by 2018. Future
office development will likely not be a primary driver of growth, and it is also likely to
oriented to smaller office users. As a result, future projects will likely continue to be
small in scale.
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Implications for Development Incentives

For a development incentive program to be effective it needs to align with where development
is occurring, the uses that are demanded, and the intensity of that development. The real estate
market conditions in Bainbridge Island indicate there is an opportunity for the utilization of
development incentives.

Winslow has the most potential for future development

Winslow has realized much of the new growth in Bainbridge Island, which aligns with the
City’s comprehensive plan. Winslow has the infrastructure, specifically water and sewer
service, to accommodate future growth. Winslow is also an attractive location for development
because of the proximity to the ferry terminal.

Neighborhood Centers have Limited Potential Due to a Lack of Infrastructure

In the comprehensive plan, neighborhood centers are designated for more intense development.
With the exception of Lynwood Center, a lack of infrastructure (primarily water and sewer
service) limit the development potential of these areas. The capacity and use of development
incentives within these areas will be tied to the provision of the necessary infrastructure.

Residential uses have the best opportunity for utilizing development incentives

Most of the recent development and permit activity in Bainbridge Island is for single-family
housing. More recently, multifamily housing, particularly in Winslow, is also realizing sizable
new developments. As a result, development incentives should focus on leveraging demand for
these uses.

Residential projects will want to maximize density

Future projects may be looking to increase densities (i.e. smaller lots and more units per acre for
single-family homes and more height and building area for multifamily projects). This demand
can be leveraged to support both the purchase of development rights and the creation of
affordable housing as part of a City’s development incentive programs.
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Appendix B - Pro Forma Assumptions

Construction Cost

Podium Lobby/Amenities S Per SF $125.00
Podium Commercial S Per SF (including Tl) $240.00
Residential Stick S Per SF $180.00
Surface Parking Space S Per space $5,500.00
Podium Parking Space S Per space $30,000.00
Underground Parking Space S Per space $60,000.00
Surface Parking S Per SF $16.92
Podium Parking S Per SF $72.29
Underground Parking S Per SF $144.58
Open Space S Per SF $5.00
Site Prep S Per SF $2.00
Soft Costs % of Hard Cost 25.00%
Contingency % of Hard and Soft Costs 5.00%
Developer Fee % fo Total Cost 3.50%
Land Value S Per SF $25.00
TDR Purchase Total S $75,000.00
Sales Costs Incl. Commission % of Sales Price 6.0%
icome
Residential Rent per Month $2.50
Residential Rent Affordable per Month $1.75
Residential Sales Price Per SF with 5% sales commission $450.00
Residetial Sale Price Affordable  Per SF with 5% sales commission $150.00
Retail Rent NNN per Year $25.00
Parking Rent per Month $0.00
Residential Vacancy % of Revenue 5.00%
Retail Vacancy % of Revenue 0.00%
Residential Operating Cost % of Rent 20%
Retail Operating Cost % of Rent 35%
Prop Tax Rate per $1,000 Residential AV S7.44
Retoem
Rental Return on Cost 5.50%
For-sale Return on Cost i 20.00%
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Appendix C - Median Income Limits

I3

CITY OF
BAINBRIDGE ISLAND

Maximum Income Limits

by Category (BIMC

18.21.020)

Household Size

4

CITY OF BAINBRIDGE ISLAND
2018 MEDIAN INCOME LimITS BY HOUSEHOLD SIZE
BREMERTON-SILVERDALE MSA (HUD)

5

Extremely Low Income:
< 30% of Median
Household Income

$17,400

$19,850

$22,350

$24,800

$26,800

$30,800

$32,750

$32,750

Very Low Income: 31% -
50% of Median
Household Income

$28,950

$33,050

$37,200

$41,300

$44,650

$47,950

$51,250

$54,550

Low Income: 51% - 80%
of Median Household
Income

$46,300

$52,900

$59,500

$66,100

$71,400

$76,700

$82,000

$87,300

Moderate Income: 81% -
95% of Median
Household Income

$54,929

$62,776

$70,623

$78,470

$84,748

$91,025

$97,303

$103,580

Middle Income: 96%% -
120% of Median
Household Income
100% of Median
Household Income

$69,384

$79,296

$89,208

$99,120

$82,600

$107,050

$89,208

$114,979

$122,909

$130,838

$95,816 $102,424 $109,032
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City Council Study Session Agenda Bill

=

CITY OF
BAINBRIDGE ISLAND MEETING DATE: February 19, 2019 ESTIMATED TIME: 10 Minutes

AGENDAITEM: (7:40 PM) Update on Moratorium - Planning,

STRATEGIC PRIORITY: Green, Well-Planned Community

PRIORITY BASED BUDGETING PROGRAM:

AGENDA CATEGORY: Report PROPOSED BY: Planning & Community Development

RECOMMENDED MOTION:

Moratorium work program and status update. Respond to City Council questions and discussion.

SUMMARY:

City staff have been working to address the issues identified in the development moratorium (Ordinance No.
2018-02, amended by Ordinances Nos. 2018-03, 2018-05, 2018-09, 2018-14, 2018-23, and 2018-41).

On November 13, 2018, the City Council adopted Ordinance No. 2018-43 (effective date November 21) which
amended the development moratorium by further narrowing its scope and application. The development
moratorium is scheduled to expire on April 8, 2019, unless the Council takes further action before such date.

See attached Work Program Status Report, Ordinance No. 2018-43, and summary.

FISCAL IMPACT:

Amount:

Ongoing Cost:

One-Time Cost:

Included in Current Budget?

BACKGROUND:
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ATTACHMENTS:

20190208 Moratorium work program status report.docx

Ordinance No. 2018-43 Amending the Moratorium Approved 111318.pdf

Development Moratorium Summary Effective 20181121.pdf

FISCAL DETAILS:

Fund Name(s):

Coding:
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/310677/20190208_Moratorium_work_program_status_report.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298342/Ordinance_No._2018-43_Amending_the_Moratorium_Approved_111318.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298343/Development_Moratorium_Summary_Effective_20181121.pdf

Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Critical Areas Ordinance (CAO)

The development moratorium was amended
by the City Council on April 24, 2018 to
continue to apply within the City’s shoreline
jurisdiction areas (Ordinance 2018-14). This
effectively applied the aquifer recharge
protection area (ARPA) requirement in the
shoreline, although the change did not apply
other provisions of the CAO update within the
shoreline. At its October 16, 2018 study
session, the Council made the policy decision
to not include the ARPA requirement in the
shoreline area. This policy decision means that
“Part B” of the moratorium could be removed.
On November 13, 2018, the Council adopted
Ordinance 2018-43 (effective date November
21) removing “Part B” (i.e., the ARPA
requirement) from the moratorium.

The City has a Shoreline Master Program
(SMP) Amendment in process to integrate the
updated critical areas regulations into the
SMP.

Page 1 of 10

On September 11, 2018, the City Council held
a public hearing on the SMP amendment. The
Council held study sessions on October 2 and
16, 2018, and is continuing to consider the
amendment at subsequent Council meetings
(see below). The Public Comment Period
expired on November 9, 2018.

The joint state/local review process requires
that the draft amendment and a summary of
response to comments be transmitted to the
Department of Ecology within 30 days after
the end of the Public Comment Period. City
staff has requested an extension for this
transmittal until January 31, 2019. In the
meantime, comments are still being accepted
and considered by staff and the Council as
part of the Council’s ongoing consideration of
the SMP amendment.

On November 27, 2018, the Council discussed
the SMP amendment relating to integration of
critical area regulations and regarding
nonconforming structures, uses, and lots. On
December 11, 2018, the Council discussed this
matter and instructed staff to prepare a
resolution to transmit the SMP amendment to

75



Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Status on February 8, 2019:

Page 2 of 10

the Department of Ecology for its SMA
consistency review.

On January 8, 2019, the Council passed
Resolution No. 2019-05 approving the draft
amendment and authorizing staff to transmit
the proposed SMP amendment to the
Department of Ecology for initial review. The
draft SMP amendment is expected to be
transmitted to Ecology in February. Ecology
then sends back the draft amendment with
recommended changes and the Council locally
adopts the amendment. It is then sent back to
Ecology for final approval. The amendment
process is expected to be completed in late
spring/early summer 2019.

Complete: CAO update effective outside shoreline jurisdiction.
Incomplete: Applicability of CAO update within shoreline jurisdiction.

76



Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Subdivisions

The Planning Commission is reviewing three
topics related to subdivisions:
e Creation of design guidelines
e Revisions to subdivision standards
e Revisions to review process, decision
criteria, and decision-making authority

The Planning Commission completed its
review of new subdivision design guidelines.

The Planning Commission forwarded
recommendations to the City Council related
to the review process and decision-making
authority. Additional recommendations to the
Council are forthcoming.

The Council accepted the Planning
Commission recommendations related to the
role of the Planning Commission and Design
Review Board in reviewing and making
recommendations on preliminary decisions on
subdivisions. However, the Council did not
agree to the Planning Commission’s
recommendation that the Council be the
decision-maker for preliminary decisions on
subdivisions (i.e., preliminary plat approval).

Page 3 of 10

A Planning Commission public hearing is
scheduled for February 13, 2019.

Anticipated next steps include*:

February 28: PC continued public hearing and
recommendation

March 12: CC first reading

March 19/26: CC discussion as needed (or
approval)

April 2: CC approval (if needed)

April 10: Ordinance effective

*The anticipated schedule assumes the moratorium will
not be extended past its current expiration date of April
8, 2019.

On September 27, October 25, and November
8, 2018, the Planning Commission met to
discuss subdivision standards and the review
process. The Planning Commission continued
its discussion in November and December
2018, and in January 2019.

On October 23, 2018, the City Council held a
public hearing related to Planning
Commission/DRB review and recommended
roles. The Council deferred taking action until
receiving all of the forthcoming Planning
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Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Status on February 8, 2019:

On September 25, 2018, the Council removed
two-lot short subdivisions in which there is an
existing single-family residence from the
moratorium with the adoption of Ordinance
2018-41.

Commission recommendations on subdivision
design guidelines, standards, review process,
and decision criteria.

On December 4, 2018, the Council discussed
Ordinance 2018-20, related to revisions to
land use review procedures for major
projects, including subdivisions, and on
December 11, 2018, held a public hearing and
approved the ordinance.

On January 8, 2019, the Council adopted
Resolution No. 2019-02, updating the
administrative manual to address
development review process code
amendments in Chapter 2.16, BIMC.

Complete: Ordinance 2018-20 approved by the Council on December 11, 2018, related to
revisions to land use review procedures for major projects, including subdivisions.
Incomplete: Planning Commission review of revised subdivision standards.
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Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Design Guidelines Update
(related to Site Plan and Design
Review and Conditional Use
Permits).

Status on February 8, 2019:

A RFQ for professional services was published
and closed on August 17, 2018. On October 23,
2018, the City Council authorized a professional
services agreement with Framework to produce
an updated set of design guidelines (Chapter
18.18 BIMC).

On November 13, 2018, a kick-off meeting
with the consultant was held with the Design
Review Board. On December 19, 2018, focus
groups met to discuss design guideline
perceptions, issues, problems, and ideas.

On January 30, 2019, a Design Guideline
Update Open House was held. On February 5,
2019, the Design Guideline Update project
consultant briefed the Council.

The consultant will update the Council again
in early April.

The update to the City’s Design Guidelines is
expected to be completed before mid-year
2019.

Complete: Consultant professional services agreement approved, kick-off meeting held with the

DRB.
Incomplete: Update design guidelines.
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Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Review Process for Land Use
Permits (related to Subdivisions,
Site Plan and Design Review, and
Conditional Use Permits).

The Planning Commission and Design Review
Board discussed this topic at their meetings
beginning in May and continuing through
December 2018. A Planning Commission public
hearing is tentatively scheduled for January
2019.

The Planning Commission provided
recommendations to the City Council related to
roles and responsibilities for the Planning
Commission, Design Review Board, and the
Council and the legislative review process for
amending the BIMC.
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On October 23, 2018, the City Council held a
public hearing related to the Planning
Commission and Design Review Board’s land
use review roles and responsibilities
(Ordinance 2018-20). The Council deferred
taking action until receiving all of the
forthcoming Planning Commission
recommendations on land use review
procedures.

At its December 4, 2018 meeting, the Council
discussed Ordinance No. 2018-20, regarding
revisions to BIMC Title 2 related to land use
review approval bodies and procedures. On
December 11, 2018, the Council held a public
hearing and approved the ordinance.

On January 8, 2019, the Council adopted
Resolution No. 2019-02, updating the
administrative manual to address
development review process code
amendments in Chapter 2.16, BIMC.

Planning Commission review of decision

criteria for site plan and design review and
conditional use permits is scheduled for
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Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Status on February 8, 2019:

February 28, 2019. The anticipated schedule*
for City Council discussion and action is:

March 5: CC discussion/input

March 14: PC public hearing

March 19/26: CC discussion as needed (or
approval)

April 2: CC approval (if needed)

April 10: Ordinance effective

*The anticipated schedule assumes the moratorium will
not be extended past its current expiration date of April
8, 2019.

Complete: Ordinance 2018-20 approved by the Council on December 11, 2018, related to new
roles and responsibilities for the Planning Commission and Design Review Board, review
procedures for subdivisions, site plan and design review, and conditional use permits, and
revisions to the legislative review process for amending the BIMC.

Incomplete: Revisions to Chapter 2.16 BIMC related to decision criteria for site plan and design
review and conditional use permits.
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Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Affordable Housing

Status on February 8, 2019:

The Affordable Housing Task Force completed
review of its draft final report to the City
Council at its meeting on July 11, 2018.

OnJune 12, 2018, the Council approved a
contract with ECONorthwest to conduct an
economic market analysis and feasibility study
regarding a new inclusionary zoning program
and updates to the City’s Transfer of
Development Rights program.

On November 13, 2018, the Council dissolved
the Affordable Housing Task Force and created
a Council Ad Hoc Committee for Affordable
Housing.

On January 22, 2019, the City Council
Affordable Housing Ad Hoc Committee met.
On February 5, 2019, the Committee reviewed
a draft of the ECONorthwest final report.

The Affordable Housing Task Force Report
with recommendations was presented to the
City Council on July 24, 2018 and was
discussed further at the August 21, 2018
Council Study Session.

The economic market analysis and program
feasibility study is expected to be completed
in December 2018. A Council study session
was held on October 2 and December 4, 2018,
to receive a project update from
ECONorthwest. On February 19, the City
Council will review the ECONorthwest /
Forterra Inclusionary Zoning / TDR final
report, the Affordable Housing Task Force
report and recommendations, and consider
the status of the City Council Affordable
Housing Ad Hoc Committee.

Complete: Council discussion and endorsement of Priority and Quick Wins recommendations

from the AHTF Report.

Incomplete: Implementation/approval of AHTF recommendations, including adoption of

inclusionary zoning regulations.
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Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019
Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Business/Industrial (B/1) zoning
district

Status on February 8, 2019:

The Council revisited the inclusion of the B/I
zoning district in the moratorium and
determined that the results of the moratorium
work plan would not have a significant impact
on land use applications in that zoning district.
On October 23, 2018, the Council made the
policy decision to remove from the moratorium
certain restrictions related to the B/I zoning
district. On November 13, 2018, the Council
adopted Ordinance 2018-43 (effective date
November 21) exempting from the moratorium
B/I zoning district Major Site Plan and Design
Review and Major Conditional Use permit
proposals.

During their November 13, 2018 discussion of
Ordinance 2018-43, the Council discussed
whether commercial subdivisions in the B/I
zone should be subject to the moratorium.
The Council will discuss at a future meeting
whether B/I zoning district commercial
subdivisions should also be exempt from the
moratorium.*

* There likely is not any added benefit to removing B/I
commercial subdivisions from the moratorium early.
The new subdivision standards are nearing completion,
and the new standards will apply to commercial
subdivisions, as do the already adopted subdivision
process changes. The City has not held any
preapplication conferences for commercial subdivisions
in the B/1 zone that would indicate a commercial
subdivision application is being prepared.

Complete: Ordinance 2018-43 adopted, thereby exempting B/I zoning district Major Site Plan
and Design Review and Major Conditional Use permit proposals from the moratorium.
Incomplete: Policy decision regarding whether B/1 zoning district subdivisions should be exempt

from moratorium.
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Moratorium on Accepting Certain Development Applications: Work Program Status Report — February 08, 2019

Note: Substantive changes to this document since the last version to the City Council are included in blue text.

Accessory Dwelling Units

Status on February 8, 2019:

On October 23, 2018, the City Council
considered whether the City can prohibit,
regulate, or otherwise discourage property
owners from making condominiums out of
accessory dwelling units (ADUs) located on
their property.

On October 23, 2018, the Council directed
staff to prepare for the Council’s
consideration an ordinance to require
common ownership of ADUs. This issue is
scheduled to come back to the Council for
discussion on March 19, 2019.

Complete: Began discussions on ADU condominiums.

Incomplete: Policy decision deferred to Q1 2019.
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ORDINANCE NO. 2018-43

AN ORDINANCE of the City of Bainbridge Island, Washington, adopted pursuant
to RCW 35A.63.220 and RCW 36.70A.390; amending Ordinance No. 2018-41 to
narrow the development moratorium; providing for severability; and leaving the
effective date and duration of the moratorium unchanged.

WHEREAS, on January 9, 2018, the City Council enacted Ordinance No. 2018-02 and
thereby established a temporary emergency moratorium on the acceptance and processing of
certain Permit Applications, as defined in Section 2 of Ordinance No. 2018-02; and

WHEREAS, the City Council and City staff received feedback and comment from
individuals related to the moratorium and, based partly on that feedback and comment, the
Council determined that certain exclusions to the moratorium needed to be amended to clarify
the Council’s intent regarding such exclusions; and

WHEREAS, on January 16, 2018, the Council enacted Ordinance No. 2018-03, which
amended Ordinance No. 2018-02 to clarify some of the exclusions; and

WHEREAS, the Council and City staff received additional feedback and comment from
individuals-related-to the moratorium and, based partly on that feedback, the Council determined
that further amendment was necessary to clarify which types of activities are subject to the
moratorium, and which activities are excluded from the moratorium; and

WHEREAS, on February 15, 2018, the Council enacted Ordinance No. 2018-05, which
amended and restated Ordinance No. 2018-02 and Ordinance No. 2018-03; and

WHEREAS, based on additional information and consideration related to educational
facilities and preschools, as well as related to the applicability of the moratorium in the Mixed
Use Town Centet/Central Core Overlay District, on March 13, 2018, the Council approved
Ordinance No. 2018-09 to further clarify which types of activities are subject to the moratorium,
and which activities are excluded from the moratorium; and

WHEREAS, this moratorium was imposed, in part, to allow the City Council and City
staff adequate time to complete the Critical Areas Ordinance Update process, and to address the
Council’s concerns about the City’s development review process, standards, and guidelines, as
well as regarding affordable housing related issues; and

WHEREAS, the Council adopted the Critical Areas Ordinance Update (Ordinance No.
2018-01) on February 27, 2018, and the updated Critical Areas Ordinance took effect on April
23,2018; and

WHEREAS, critical areas within the City’s shoreline jurisdiction are regulated by the
City’s shoreline master program (see, e.g., Chapter 16.12 BIMC, RCW 36.70A.480(3)(b)); and
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WHEREAS, integration of applicable critical areas regulations into the shoreline master
program is essential to ensuring adequate protection of critical areas within the shoreline
jurisdiction and no net loss of shoreline ecological functions; and

WHEREAS, regulations for critical areas within the City’s shoreline jurisdiction are in
the process of being updated through an amendment of the City’s shoreline master program
consistent with the Shoreline Management Act and that amendment process was ongoing as of
July 9, 2018, which was the original date that the moratorium was set to expire; and

WHEREAS, the City Council approved Ordinance 2018-14 on April 24, 2018, amending
the development moratorium in order to have the provisions of Section 3.B. only apply within
the City’s shoreline jurisdiction areas (Chapter 16.12 BIMC); and

WHEREAS, a number of moratorium priorities were identified at a joint meeting of
the City’s Design Review Board and Planning Commission on February 22, 2018, including
the following:

(D Revise review procedures for preliminary subdivisions to include the
Design Review Board and Planning Commission in process; and

(2) Analyze alternatives to decision-making authority for the Design Review
Board, Planning Commission, and Hearing Examiner for subdivisions, conditional use permits;-
and site plan and design review; and

3) Identify specific development standards to review/revise in Chapters 18.12
and 18.15 of the Bainbridge Island Municipal Code; and

4 Initiate rewrite of subdivision design standards in Chapter 17.12 of the
Bainbridge Island Municipal Code; and

WHEREAS, at the April 3, 2018, City Council study session, the City’s Department of
Planning and Community Development provided a briefing on the Design Review Board and
Planning Commission joint meeting wherein the Council authorized staff to proceed with a work
plan addressing the priorities identified at the joint meeting; and

WHEREAS, on May 7 and 21, June 4 and 19, July 16, August 6 and 20, and on
September 4, 2018, the City’s Design Review Board discussed alternatives for revisions to the
City’s subdivision standards, dimensional standards, and land use review procedures; and

WHEREAS, during May through November 2018, the City’s Planning Commission

discussed alternatives for revisions to the City’s subdivision guidelines, standards, dimensional
standards, and land use review procedures; and

WHEREAS, the City’s Planning Commission has completed its review of land use
review procedures and forwarded the recommendations on these issues to the City Council, but
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has not completed its review of revisions to the City’s subdivision guidelines, standards, and
dimensional standards; and

WHEREAS, City staff, working with the Design Review Board, has selected a
consultant team to provide professional services to update the City’s Design Guidelines (BIMC
18.18.030), which is work that is not expected to be completed until the end of July 2019; and

WHEREAS, each of the multiple Design Review Board and Planning Commission
meetings as described above included an opportunity for public comment on the alternatives for
revisions to the City’s subdivision guidelines, standards, dimensional standards, and land use
review procedures; and

WHEREAS, the City provided legal background on the roles of land use bodies,
presented in a memorandum from attorney James E. Haney (outside legal counsel for the City)
entitled, “Roles of City Council, Planning Commission, Design Review Board, and Hearing
Examiner in Land Use Permits,” dated June 1, 2018, and the City Council had a special
workshop related to land use review procedures on August 27, 2018; and

WHEREAS, on June 12, 2018, the City Council authorized the execution of a
professional services agreement to conduct an economic market analysis and feasibility study
regarding a new inclusionary zoning program and updates to the City’s Transfer of Development
Rights program, both of which address affordable housing related issues, and on October 2
2018, the Council received a project update briefing, and a final report is expected to be
presented to the Council in December 2018; and

WHEREAS, the Affordable Housing Task Force presented its final report to the City
Council on July 24, 2018, and the Council discussed the recommendations more thoroughly on
August 21, 2018; and

WHEREAS, on February 27, 2018, the City Council was provided with a moratorium
work program; and

WHEREAS, on April 10, May 22, June 5, June 19, July 17, August 21, September 4 and
18, October 2 and 16, and November 6, 2018, the City Council was provided moratorium work
program status report updates; and

WHEREAS, on June 26, 2018, the City Council held a public hearing and approved
Ordinance 2018-23, extending the development moratorium for another 90 days until October 9,
2018; and

WHEREAS, on September 25, 2018, the City Council held a public hearing and
approved Ordinance 2018-41, and thereby extended the development moratorium for another six
(6) months until April 8, 2019, unless the Council takes further action before such date, and in so
doing narrowed the moratorium to remove two-lot short subdivisions in which there is an
existing single-family residence from the moratorium; and
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WHEREAS, on October 16, 2018, the City Council discussed integrating critical area
regulations into the Shoreline Master Program (Chapter 16.12 BIMC) and made the policy
decision to not apply new Aquifer Recharge Protection Area regulations (BIMC 16.20.100)
within the City’s shoreline jurisdiction areas; and

WHEREAS, as a result of that policy decision, and the City Council’s affirmation on
October 23, 2018, that the moratorium should be narrowed in that manner, the Council directed
staff to prepare an ordinance to entirely remove Section 3.B. (which, in effect, applied the
Aquifer Recharge Protection Area regulations in the City’s shoreline jurisdiction areas) from the
moratorium; and

WHEREAS, on October 23, 2018, the City Council discussed additional revisions to the
development moratorium, including excluding from the moratorium certain permit applications
for development in the Business/Industrial zoning district, and the Council directed staff to
prepare an ordinance to narrow the moratorium accordingly; and

WHEREAS, on October 23, 2018, the City Council also discussed potentially further
narrowing provisions of the moratorium related to applications for new short subdivisions that
the Council had previously narrowed, and the Council decided to not take such action at this time
pending the Planning Commission’s ongoing but not yet completed work related to subdivisions,
including new subdivision design guidelines and revised subdivision standards and review
procedures; and

WHEREAS, on October 23, 2018, the City Council also discussed issues related to
making condominiums out of accessory dwelling units (“ADUs”) and common ownership of
ADUs, and the Council directed staff to work on possible revisions to the BIMC to allow the
Council to further consider the common ownership issue related to ADUs; and

WHEREAS, although the City has been working to address the land use issues identified
in the development moratorium, as described above, the work is ongoing and not yet completed,;
and

WHEREAS, the City possesses land use jurisdiction and regulatory authority over the
City’s incorporated lands; and

WHEREAS, the moratorium promotes the public good and is necessary for the
protection of public health, property, safety, and welfare, and the public emergency on which this
moratorium was imposed continues to exist and this ordinance does not change the basis for that
declaration of emergency, except as described above, nor the effective date of the moratorium,
which is January 9, 2018.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF BAINBRIDGE ISLAND,
WASHINGTON, DO ORDAIN AS FOLLOWS:

Section 1. Findings of Fact. The recitals set forth above are hereby adopted as additional
and supplemental findings of fact to the City Council’s initial findings of fact in support of the
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moratorium, as established by Ordinance Nos. 2018-02, 2018-03, 2018-05, 2018-09, 2018-14,
2018-23, and 2018-41.

Section 2. Moratorium Amended. Section 3 of Ordinance No. 2018-05, as amended by
Ordinance Nos. 2018-09, 2018-14, and 2018-41, is hereby further amended as follows related to
the activities to which the moratorium applies:

C. Major Site Plan and Design Review and Major Conditional Use Permit proposals that
are not otherwise subject to this moratorium and that did not, before the effective date
of the moratorium, have a pre-application conference on the Planning Department’s
calendar. Provided, that the moratorium does not apply to Major Site Plan and Design
Review and Major Conditional Use Permit proposals for properties located in the
Mixed Use Town Center/Central Core Overlay District or the Business/Industrial

District.

Section 3. Moratorium Work Plan. As provided for under RCW 35A.63.220 and RCW
36.70A.390, the City may renew a moratorium for one or more six-month periods if'a work plan
has been developed, a public hearing has been held, and findings of fact have been made, and the
City has thereby previously extended the moratorium as described herein based on the work plan
that has been developed and the findings of fact that have been made in this ordinance and the
previous ordinances related to this moratorium.

Section 4. Severability. Should any section, paragraph, sentence, clause, or phrase of this
ordinance, or its application to any person or circumstance, be declared unconstitutional or
otherwise invalid for any reason, or should any portion of this ordinance be preempted by state
or federal law or regulation, such decision or preemption shall not affect the validity of the
remaining portions of this ordinance or its application to other persons or circumstances.

Section 5. No Change to Basis for Declaration of Emergency; Effective Date;
Duration. This ordinance shall take effect and be in force five (5) days from and after its passage
and publication as required by law. Provided, that this ordinance is not intended to change the
basis of the emergency declarations stated in the seven moratorium ordinances which preceded
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this ordinance, Ordinance Nos. 2018-02, 2018-03, 2018-05, 2018-09, 2018-14, 2018-23, and
2018-41, except as described in the “Whereas” clauses of this ordinance. Pursuant to Matson v.
Clark County Board of Commissioners, 79 Wn. App. 641 (1995), non-exhaustive underlying
facts necessary to support the emergency declarations adopted as part of the enactment of this
moratorium were included in the “Whereas” clauses of Ordinance No. 2018-02 and Ordinance

No. 2018-03, and were restated and supplemented in Ordinance No. 2018-05 and Ordinance No.

2018-09, and Ordinance Nos. 2018-14, 2018-23, and 2018-41, as well as in this ordinance, and
those “Whereas” clauses are adopted as findings of fact. This ordinance amending the
moratorium shall remain effective for the period as established for the moratorium, which is
currently scheduled to expire on April 8, 2019, unless terminated earlier by the City Council.
This ordinance does not change the effective date of the moratorium, which is January 9, 2018.
The Council may, at its sole discretion, renew the moratorium for one or more six (6) month
periods in accordance with state law. This ordinance or a summary thereof consisting of the title
shall be published in the official newspaper of the City.

PASSED by the City Council this 13th day of November, 2018.

APPROVED by the Mayor this 13th day of November, 2018.

Kol Medina, Mayor

ATTEST/AUTHENTICATE:

-

Christine Brown, City-€lerk

FILED WITH THE CITY CLERK November 8, 2018
PASSED BY THE CITY COUNCIL November 13, 2018
PUBLISHED: November 16, 2018
EFFECTIVE DATE: November 21, 2018
ORDINANCE NO: 2018-43
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W CITY OF
- 3 BAINBRIDGE
& [SLAND November 21, 2018

DEVELOPMENT MORATORIUM SUMMARY: Effective beginning January 9, 2018 until April 8,
2019. (Ordinance No. 2018-02, amended by Ordinance Nos. 2018-03, 2018-05, 2018-09, 2018-14,
2018-23, &-2018-41 & 2018-43)

Development Activity PROHIBITED During the Moratorium:

A. All applications for new short subdivisions (BIMC 2.16.070), except two-lot short subdivisions in
which there is an existing single-family residence, new preliminary long subdivisions (BIMC
2.16.125), and new large lot subdivisions (BIMC 2.16.080).

B. Major Site Plan and Design Review and Major Conditional Use Permit proposals that are not
otherwise subject to this moratorium and that did not, before the effective date of the
moratorium, have a pre-application conference on the Planning Department’s calendar. Provided,
that the moratorium does not apply to Major Site Plan and Design Review and Major Conditional
Use Permit proposals for properties located in the Mixed Use Town Center/Central Core Overlay
District or the Business/Industrial District.

EXCEPTIONS to the Above Development Activities Prohibited During the Moratorium:

A. Permits and approvals for affordable housing projects that qualify as Housing Design
Demonstration Project (HDDP) Tier 3 projects pursuant to BIMC 2.16.020.Q. and Table 2.16.020.Q-
1, and

B. Permits and approvals for government facilities and structures; educational facilities and
preschools; wireless communication facilities; and emergency medical and disaster relief facilities.
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City Council Study Session Agenda Bill

=

CITY OF
BAINBRIDGE ISLAND MEETING DATE: February 19, 2019 ESTIMATED TIME: 60 Minutes

AGENDAITEM: (7:50 PM) Affordable Housing Task Force Recommendations - Planning,

STRATEGIC PRIORITY: Green, Well-Planned Community

PRIORITY BASED BUDGETING PROGRAM:

AGENDA CATEGORY: Discussion PROPOSED BY: Planning & Community Development

RECOMMENDED MOTION:

Discussion only.

SUMMARY:

On July 24, 2018, the Affordable Housing Task Force (AHTF) presented its Final Report to the City Council.
The Council discussed the Report and Recommendations again at their study session on August 21, 2018.
The final report is attached, as is a table that summarizes what kind of City action would be needed to
accomplish each recommendation in the final report.

Since the AHTF recommendations were presented, the following actions have been taken:
-- The City has hired ECONorthwest and Forterra to provide an economic analysis that would inform a future

inclusionary zoning program, and that work will inform several recommendations from the Task Force report.

The final report with this analysis will also be discussed by the City Council on February 19.

-- The City Council formed an Ad Hoc Affordable Housing Committee to guide the prioritization and
implementation of the Task Force Recommendations.

-- The City is working to expand the number of residential moorage spaces in the Dave Ullin Open Water
Marina from the current capacity (11) to the maximum capacity allowed by the Department of Natural
Resources (16).

FISCAL IMPACT:

Amount:

Ongoing Cost:

One-Time Cost:

Included in Current Budget?
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BACKGROUND: The City's Affordable Housing Trust Fund currently receives $100,000 in annual support from
the General Fund. The fund balance as of December 31, 2018 was roughly $259,000, The Approved Budget
for 2019-2020 will provide an additional $200,000 in funding, for a total available funds during the current biennial
budget cycle of $459,000.

ATTACHMENTS:

Affordable Housing Task Force Final Report and Appendices

Recommendation Action Table from AHTF Report

FISCAL DETAILS: A number of the recommendations will entail hiring consultants; costs are unknown
at this time.

Fund Name(s):

Coding:
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/300687/Affordable_Housing_Task_Force_Final_Report_and_Appendices_072018.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/300688/Recommendation_Action_Table_from_AHTF_Report.pdf

Affordable Housing Task Force
Final Report

-
e

July 11, 20%
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INTRODUCTION

Process

The Affordable Housing Task Force (AHTF) was created by City Council resolution on May 9,
2017, and its fifteen initial members, all citizen volunteers, were appointed by action of the City
Council on June 20, 2017. It was instructed to make recommendations for specific actions,
programs and strategies the City of Bainbridge Island (City) and the City Council can take in the
near-term to improve access to affordable housing across the economic spectrum. While the
AHTF was instructed to focus on the Housing Element of the Comprehensive Plan, it was also
advised to consider all elements of the Comprehensive Plan. Where any of the goals and
policies of the various elements seem to be in conflict, the AHTF was tasked with
recommending solutions that balance costs and benefits to the community.

The AHTF had its first meeting on July 8, 2017. It next met on September 6, 2017 and then met
twice monthly through June of 2018. In addition, it created small work groups that met
independently to study tools and strategies based on specific policies in the Housing Element,
reporting back to the full group on a regular basis. The AHTF also heard numerous
presentations by City staff and other experts on specific topics, as well representatives of local
governments, nonprofits and other groups that advised on shared concerns and interests.
Public comment was accepted and encouraged at every meeting.

Two members of the AHTF were unable to attend meetings and two resigned over the first few
months due to personal circumstances. On February 27, 2018, two additional members were
appointed by the Council.

The AHTF gave an Interim Report to the Council on March 6, 2018.

Housing Affordability on Bainbridge Island

Housing prices on Bainbridge Island have continued to climb, and affordability has worsened
since the end of the Great Recession. Data from Kitsap County shows that in 2017 the median
price of single family homes reached an all-time high of $825,000, a full 24% higher than the
peak of the housing bubble in 2007. According to Realogic/Sotheby's International Realty, buyer
activity is elevated due to the Puget Sound region's strong job market.

At the same time, inventory is historically low on Bainbridge Island. Over the last nine years,
from 2009 through 2018, the new supply of residential units, of all types, has been severely
limited. In April of 2009, there were 10,469 units on Bainbridge Island. In April of 2018, there
were 11,061 units. This translates into an average growth of 66 residential units per year. This
represents a cumulative annual growth rate of .63% per year (less than 1% per year). This
limited supply on Bainbridge Island is well below demand in a way that increases housing costs
and creates an affordability crisis, minimizing housing opportunity for those of moderate
incomes in our community.
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Prices have continued to climb in 2018. In May 2018, the median single family home price was
$875,000, and nearly half (44%) sold for over $1 million. Single family residences account for

about 80% of all housing units, in a very low density land use pattern that occupies almost 91%
of the island’s land use area. Median condo prices are over $500,000. Average rental rates are
approaching $2000 a month, and rental vacancy rates are 1.5%, well below the 5% rate more

typical of well-functioning rental markets. In addition to high housing costs, the increasing
property tax burden due to state, county and local taxes makes housing even less affordable,

particularly for seniors on a fixed income.

Bainbridge Island Single Family Home Price Trend
800K
700K
600K
SO0K

400K

Median Price

300K

200K

100K

1990 NI
1991 I
1902 I
1903
1994 I
1995 I

(=]
-~
1970 I

1971 @
1972 @
1972 @
1974 @
1975 @
1976

1989 I

1977 I
1978
1970 I
1980
1081 I
19z2
1953 I
1984 A
1085
1936 [
1987 I
198:

- Data pulled from the Kitsap County GIS and Assessors websites
- Only includes records wiith [Improv Typ] = "DWELLING” OR [Murm Dwell] = 0
-Only incldues records with Property Class = 111 - Single Family Residence

2018 AFFORDABLE HOUSING TASK FORCE FINAL REPORT

1906
1007 I
1908 I

1990 I
2000 I
2001 I
2002 I

2003 I
2004 I

2005 I

2006 I
2007 I
2008 I

2000 I

2010 I

2011 I

2012 I

2012 I

2014 I

2015 I

2016 I —

2017 I

98



Although homes being built now are not as large as they were during the last housing bubble,
fully 30% of them are larger than 3,000 square feet. In addition, over the last 20 years, the vast
majority (over 70%) of units have been over 2000 square feet. A significant contributor in the
affordability crisis is the size of the units being delivered.

Bainbridge Island Home Size Trend
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Bainbridge Island had a population of 23,025 persons in the 2010 Census. According to the
Washington State Office of Financial Management, the state agency that completes population
estimates in between census years, the population of Bainbridge Island has grown from an
estimated 23,190 persons in 2013 to 24,320 persons in 2018, after several years of no growth
related to the Great Recession.

In part due to housing prices, the island’s demographics are shifting. Bainbridge Island is older,
wealthier and far less racially diverse than other communities in the region. The island has an

increasing population of people over 65, and a declining population of young adults (ages 25 to
34).
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Bainbridge Island Population Trend by Age
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We can also see that the number of households with income of over $100,000 are increasing
while households making less than $100,000 per year are static or decreasing. The largest
increases are in the number of households making over $200,000 per year.
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Bainbridge Island is about 91% white, according to the most recent census information. A 2014
report by the Puget Sound Regional Council noted the connection between lack of affordable
housing and lack of racial and ethnic diversity:

“Persistent unaffordable housing costs, along with current and historic
discrimination, have geographically separated lower-income households and
households of color from higher income, white communities.....High-priced
neighborhoods as well as neighborhoods with limited rental housing fail to
provide feasible housing choices for low- and-moderate income households.”

In addition, the report found, "When a jurisdiction expands affordable housing opportunities in
historically homogeneous communities with more opportunity, members of protected classes

have access to good schools, employment, and healthy homes which they have been excluded

from in the past."

Bainbridge Island Population

= White = Black & African American
= Native American & Alaska Native = Asian
® Hawaiian & Pacific Islander = Hispanic & Latino

m Other = Two or more Races

Source: 2012-2016 ACS 5-yr Estimate
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Race & Ethnicity: Community Comparisons
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This data tells us that Bainbridge is becoming an increasingly exclusive and rarified place to live.
We are missing out on the vibrancy, creativity, economic benefit and sustainability that a
diverse population—diverse in age, socioeconomics, race, ethnicity and background---brings to
a community. As a result, housing affordability is crucial both to those who live here and those
who cannot.

What is “Affordable”?

The Council’s instructions to the AHTF provided that its “mandate is broader than simply
considering low income housing. It should consider housing affordability on Bainbridge Island
across the economic spectrum.” Accordingly, we have looked at the various housing needs that
are not being met in the island’s current housing market, both those who are cost-burdened
and those who qualify for subsidized housing.

HUD defines “cost-burdened” families as those who spend more than 30% of their income on
housing, which may result in difficulty paying for necessities such as food, clothing,
transportation, and medical care. The Housing Element of the Comprehensive Plan states that
34% of islanders of all income levels living in single family dwellings are cost burdened and
almost 44% of island renters are cost burdened.

Some affordable housing projects use an income test to determine whether someone is eligible
for housing. So-called “income qualified” housing is typically available to people whose incomes
are 80% of Area Median Income (AMI) or less. Some publicly funded or subsidized housing is
reserved for those whose incomes are 30% of AMI or less. (See Median Income Table, Appendix
D). Waiting lists for subsidized housing on Bainbridge Island are two years or more.
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The AHTF has not limited its recommendations to income-qualified projects. Many islanders,
such as teachers and City employees, are cost burdened or cannot find housing at all on
Bainbridge, but would not be eligible for income qualified housing. Both small businesses and
major employers, including the City of Bainbridge Island, the Bainbridge Island School District,
and the Bainbridge Island Parks Department, have told the AHTF that their employees have
trouble finding housing on the island. Many employees commute from off-island, some from as
far away as Port Orchard, a round trip of about 75 miles. As instructed, we looked at
affordability across the economic spectrum.

The AHTF finds that affordability may be achieved by a combination of factors, including:

e Affordability by size: Creating smaller units for singles, couples and seniors, in both the
rental market and the ownership market.

o Affordability by subsidy: Provide financial incentives through tax abatement to subsidize
affordable units, or through such incentives as increased density, lower parking
requirements, or fewer required amenities.

e Affordability by location: Eliminating or reducing the cost of a car and related parking.

e Affordability by increased supply: Incentivize both small size and rental housing.

By any measure, Bainbridge Island has not implemented effective strategies to meet diverse
housing needs. The island’s housing nonprofit, Housing Resources Bainbridge, has produced the
only appreciable amount of income qualified affordable housing on the island in the last twenty
years.

Working Understandings of the AHTF

The AHTF studied both commonly-used housing tools and out-of-the-box suggestions. From this
work, we are certain of one thing about affordable housing: there are no magic bullets.
Affordability must be addressed consistently, over time, with a multi-pronged approach. The
community must be willing to think creatively and to experiment to see what works and what
does not. Demanding certainty of outcome invites failure. We believe that Bainbridge Island
should adopt the recommendations in this report, and without undue delay or demand for risk-
free or guaranteed outcomes. At the same time, if it becomes apparent that a policy or
program is not working, the City should be prepared to change course quickly by abandoning
ineffective strategies and adopting new policy measures appropriate to current circumstances.

Our Comprehensive Plan speaks to many community values, which sometimes seem to conflict
with each other. That perceived conflict is particularly sharp when looking at housing and
environmental policy. People are often prone to tunnel vision when trying to solve a particular
problem. Sometimes we think of “the environment” as entirely separate from human beings,
and try to come up with solutions for environmental problems by excluding the needs of people
from our thinking. Equally one-sided would be to craft housing solutions without regard to the
impact on the natural environment. The real world does not divide itself into categories but,
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rather, exists as a complex and ever-changing, mutually dependent and reinforcing whole.
Good policy-making should try to reflect that reality.

The AHTF does not believe housing and the environment exist in conflict, though we
understand that the current crises in both housing affordability and environmental degradation
requires careful, intelligent, and respectful planning. We do not believe housing and the
environment can ever exist to the exclusion of one another. The AHTF has taken a holistic point
of view and has tried to craft intentional and sensitive recommendations, taking into account as
many aspects of the real world as possible.

Keeping the real world in mind has policy implications. For example, the absence of housing
that is affordable to people who work on the island has impact beyond the Housing Element of
the Comprehensive Plan. Multiple elements of the Comprehensive Plan, not to mention
multiple aspects of our lived experience, are impacted when large numbers of workers face
increasingly longer commutes. For instance, the Economic Element of the Comprehensive Plan
is impacted when people have long commutes, shouldering higher costs in money, time and
stress. As a result, local employers have a harder time attracting and retaining people to fill
island jobs. Employees have a lower quality of life. As anyone who has traveled Highway 305
during rush hour can attest, commuters to and from the island also impact the Transportation
Element of the Comprehensive Plan.

In addition, the Environmental Element—and the real-world environment--- is negatively
affected. People who can’t afford to live in the community in which they work move to less
expensive areas, further away from work. That creates sprawl---the very result no one wants.
Sprawl is harder to see on an island, but the ecosystem doesn’t end at the Agate Pass Bridge.
Carbon emissions from longer commutes do not end at the Bridge. Somewhere, the Earth bears
the burden of sprawl, of traveling people, of vehicles going extra miles—even if that burden is
not readily apparent on the island.

Nationwide, housing prices have been rising twice as fast as wages according the chief
economist of the Mortgage Bankers Association interview on CNBC in March of 2018. The
Seattle Times reported that homes in the Seattle area have been rising faster than anywhere
else in the country since mid-2016 (Seattle Times, March 27, 2018.) These are realities each
community must grapple with.

Despite our growing housing inequality, Bainbridge Island has not implemented any significant
affordable housing policies in a decade. The Housing Element (Appendix B) of the
Comprehensive Plan clearly and concisely states the problem and the obligation the City has
undertaken:

Market forces alone will not address the urgent housing needs facing
Bainbridge Island. In the face of daunting circumstances, the City aspires to an
ambitious Vision of its future and commits to an innovative, aggressive and
multi-faceted housing strategy.
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The AHTF developed its recommendations for near term action by the City Council and the City
of Bainbridge Island. Consistent with the Council’s instructions to the AHTF, these
recommendations address affordability at a range of incomes, from low income to middle
income and workforce housing. Only two of the recommendations would create income-
gualified housing. The rest are intended to create affordability due to size, appeal to a narrow
demographic or other factors as described above under the heading, “What is ‘affordable’?”
Consistent with the Comprehensive Plan, zoning and code recommendations are focused within
the Designated Centers, helping protect the rural areas of the island.

We hope they will be adopted and implemented as soon as possible.
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EXECUTIVE SUMMARY

According to the Housing Element of the Comprehensive Plan, “Some combination of
appropriately zoned land, regulatory incentives, financial subsidies and innovative planning
techniques will be necessary to make adequate provision for the needs of all segments of the
population, but particularly middle and lower income persons.”

The AHTF submits the following Priority Recommendations in accordance with that guidance
and with the Council’s instructions to the AHTF:

1. Draft and adopt code changes to encourage infill in the Designated Centers, with the
assistance and advice of ECONorthwest. (Pages 12-17)

A. Adopt a Mandatory Inclusionary Zoning Ordinance
B. Enact changes in FAR to encourage affordable housing
C. Adopt a Multi-Family Property Tax Exemption (Appendix F)

2. Pursue opportunities to partner with the private and nonprofit sectors to build affordable
housing on public lands. (Page 17)

3. Adopt procedures to encourage Accessory Dwelling Units (Page 17)

4. Adopt an “Innovations Program” that allows staff to permit experimental affordable
housing projects, on a limited basis, that are not currently allowed by code. (Page 18)

5. Create a permanent affordable housing committee and designate a City employee who will
spend at least half-time on affordable housing strategies. (Page 18)

In addition to our priority recommendations, the AHTF has identified the following Quick Wins
that can be done immediately:

1. Adopt more generous policies to allow the maximum number of liveaboards in the Dave
Ullin Open Water Marina in Eagle Harbor. (Page 20; Appendices C (5) and (7))

2. Adopt vacation rental ordinance (Page 20; Appendix C (8))

3. Institute permit processing fast-track and reduced permit fees for all affordable housing
applications. (Page 20)

4. Review and improve the Housing Trust Fund process, and award Housing Trust Fund grants
at least annually (Page 21)

5. Adopt Cottage Housing Ordinance (Page 21; Appendix E)
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Additional Strategies to Be Explored: Due to the time limitations placed on the AHTF, there are
many worthwhile areas of study that we did not explore in depth. One of the reasons we
believe that the City must engage in continuing housing efforts over the long-term is so these
ideas, as well as new ideas that will undoubtedly emerge, can be pursued.

The AHTF urges future work on the following ideas:

® \Work with Forterra to adopt a more effective Transfer of Development Rights
program

e Community Partnerships

e Conversion of Single Family Homes to Duplexes/Triplexes

e Programs to Preserve Existing Housing

e Affordable Senior Housing/Accessible Housing

e Addressing Limitations Due to Sewer and Septic

e Homelessness and Housing Insecurity

e Tiny Houses/Microhousing

e Transportation Alternatives: Car2Go, Smart Cars, Public Transit

e Advocacy for County, State, and National Affordable Housing Policies

107
11

2018 AFFORDABLE HOUSING TASK FORCE FINAL REPORT



PRIORITY RECOMMENDATIONS

1. Code changes to encourage affordable housing in Designated Centers (Winslow and
Neighborhood Centers)

The Housing Element of the Comprehensive Plan lists as one of its highest priority actions
the following: “Amend the City’s development code to facilitate an increase in the
diversity of housing types and supply of affordable housing.” (HO Action #2). It proposes
revising “development standards for the High School Road and Ferry Terminal districts and
other portions of the Winslow Area Master Plan to encourage the transformation of these
areas from auto-oriented, low-rise, homogeneous commercial land use districts into
walkable, transit-served, mid-rise, mixed-use neighborhoods with affordable housing.”
(Policy HO 4.2).

Unless otherwise specified, the AHTF recommends these changes be applicable to the
Winslow Master Plan area and the Neighborhood Centers, in furtherance of the Housing
Element’s stated goal of changing “today’s 89/11% housing split between the Mixed Use
Town Center and the Neighborhood Centers to 80/20% by 2036.” (Policy HO 1.6)

As referenced in Goals 1 and 2 of the Housing Element, the City is required to monitor
provisions and changes to the zoning code and all affordable housing ordinances on a yearly
basis to determine the effectiveness of the ordinances and code changes. At the end of
every two years, the Department of Planning and Community Development will prepare a
report based on data gathered through the monitoring program. The reports will be used by
the City Planning Department and the Planning Commission as a basis to amend and update
the code and ordinances as needed to achieve the affordability goals. The proposed
amendments and updates will go to the City Council for approval. The time table for the
updates should be coordinated such that amendments and updates are completed every 4
years.

Recommendation 1A: Mandatory Inclusionary Zoning Ordinance
The following is recommended to establish a new Inclusionary Zoning Code:

APPLICABILITY: Designated Centers which include the Winslow Master Plan/Winslow Sewer
Area and Neighborhood Centers.

Island wide applicability was not recommended due to the Comprehensive Plan goal to focus
new development in the Designated Centers.

BASE REQUIREMENT: 10% minimum affordability on all new residential development projects.
Projects which exceed project threshold size of 10,000sf residential FAR are required to
construct the inclusionary units. The 10% requirement is applied to the Base Residential FAR.
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Projects may exceed the 10% requirement by utilizing other zoning incentives. Staff should
evaluate whether a higher percentage is feasible.

a. Staff will need to verify appropriate base requirement (percentage & minimum
project size) in relation to offset (see 3, Offset). Projects on adjoining parcels shall be
considered as a single project for determining project size. Controlling inclusionary
threshold by project area (sf) will prevent projects from artificially increasing unit
sizes to stay below minimum unit threshold.

b. Projects within the residential zones (R-zones) in the Designated Centers (the
residential areas of Winslow) and Neighborhood Centers are regulated by units per
acre, not FAR. Staff will need to determine minimum project size and related offset.

OFFSET: In order to effectively subsidize the inclusionary units, the FAR shall be increased to
offset the financial impact to the project subject to the mandatory requirement. The Mixed-use
Base FAR and Bonus FAR shall be increased by 0.2 (see MUTC 18.12 Dimensional Standards) for
all zones subject to the inclusionary requirement.

The offset is the difference between the market rent and inclusionary rent, OR the difference
between the market rate sales price and the affordable sale price. In order to meet state law,
the financial impact related to this lost revenue to a project must be offset by an equivalent
density or FAR increase.

In order to offset financial impact to the project, a significant increase is needed in the Base FAR
and the bonus FAR. Under current code, any increase above the Base FAR is only available as
Bonus FAR, by paying a fee to the City (or through other bonus provisions). The staff shall verify
the proposed Base FAR increase is proportional to the financial impact to the project.

FEE IN LIEU: Residential projects 10,000 sf or less, are eligible to pay a Fee in Lieu instead of
constructing the inclusionary units. Fees shall be directed to Housing Trust Fund. Fee shall vary
based upon project size.

a. Note that the Fee in Lieu is offset by the 0.2 FAR increase or density increase (in R
zones).

b. Fee in Lieu is not available for larger projects to ensure inclusionary units are
constructed as part of the project. Small projects typically have a more difficult time
integrating inclusionary units due to their small site area.

The Task Force did not want Fee in Lieu to be available for larger projects. It is important to
have inclusionary units built within projects and to have them dispersed throughout the
community. Communities which rely only on Fee in Lieu will typically use those funds to
construct standalone multi-unit affordable projects.

Projects which are not eligible for offset are not required to pay Fee in Lieu.
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TARGET INCOME GROUPS: Inclusionary units shall serve a range of Kitsap Area Median Income
(AMI) between 50% and 120%. For projects which are required to provide multiple inclusionary
units, those units shall serve a range of income levels which equal an average of 80% AMI or
below. For projects with a single inclusionary unit, it shall be affordable to a household income
shall be no more than 80% AMI.

UNIT SIZE AND TYPES: For projects with multiple inclusionary units, unit sizes shall reflect the
proportionality of the bedroom mix of the market rate units. For projects with one inclusionary
unit, the number of bedrooms shall reflect the average size in project. The inclusionary unit size
may be smaller than typical market rate unit. The exterior design of the affordable dwelling
unit(s) shall be similar in appearance to the market rate units. The units shall be geographically
dispersed throughout the project.

The intent here is to ensure the affordable units reflect the overall character of the project to
be fully integrated.

DURATION: Affordability shall be permanently enforceable by a deed restriction placed on the
property title report.

NOTE: The City has enlisted ECONorthwest and Forterra to complete an economic analysis to
support the development of a successful inclusionary zoning and transfer of development rights
programs. That analysis is anticipated to be completed in November 2018, and may result in
different thresholds for an inclusionary zoning program than those recommended by the AHTF
above.

Recommendation 1B: Zoning Changes to Incentivize Affordability in Designated Centers:
The following incentives are intended to encourage mixed-use development and affordability
within the Designated Centers. Emphasis has been given to the High School Road and Ferry
Terminal Districts. Key outcomes include expanding residential uses within allowable building
envelopes and the creation of mixed-use villages in areas currently developed as low rise
commercial and parking lots. These concepts are consistent with the Comprehensive Plan to
focus growth in Designated Centers, increase workforce housing and reduce environmental
impacts of workforce commuting. The AHTF recommends the following modifications to
Chapter 18.12 Dimensional Standards:

HIGH SCHOOL ROAD & FERRY TERMINAL DISTRICTS: High school Road and Ferry Terminal
Districts shall have their FAR set equal to Core district. Consistent with the goal to have
pedestrian oriented villages, these projects shall be required to be mixed-use.

These two zoning districts hold the greatest potential to become transit-orient development
locations. The current code has the maximum amount of residential for the High School Road
District set low to support auto-oriented commercial development. The proposed flexibility to
increase the overall FAR and related residential component will take pressure off residential
zones throughout the island.

14
2018 AFFORDABLE HOUSING TASK FORCE FINAL REPORT

110



Under current code, mixed-use is not required.

This ensures we get mixed-use pedestrian-oriented development in the commercial districts.
So long as first floor commercial and/or retail is provided, residential use can be utilized for all
remaining FAR, including Max/bonus FAR.

The specific requirements to meeting the intent of mixed-use requirement shall be
determined by staff. Mixed use shall provide retail at key frontages and public spaces.

FLEXIBLE FAR: Consistent with the Core district Base FAR and proposed mixed-use requirement,
the commercial portion of mixed-use FAR may be converted to residential FAR.

The flexibility to convert commercial FAR to residential will have the benefit of producing more
housing overall and a proportional increase in the inclusionary units. This has the potential to
double the number of inclusionary units.

The current method of FAR allocation only allows a portion of the site development to be
housing, with the rest being commercial. The intent was to encourage mixed-use projects.
Under current market conditions, residential use has far greater market demand than
commercial. Limiting amount of residential to current levels is resulting in sites being
underbuilt. This is also likely to serve current demand for more senior housing, which is
currently not being met adequately.

This added flexibility with base residential FAR would not increase the building size or overall
FAR since it is within current allowable mixed-use FAR.

For example, a mixed-use project in the Core District, with bonuses, under current zoning,
has a maximum FAR of 1.5 (which will be increased by inclusionary zoning). That maximum
must be divided between the commercial maximum of 0.5 FAR and the residential maximum
of1.0 FAR. Under the recommended approach, if the project is located in any of the following
zones (High School Road, Ferry Terminal, and Core), and it is mixed-use with retail or
commercial at the base of the project, then the mixture of commercial and residential FAR is
flexible. For example, the residential could end up being 1.3 in this example so long the projects
have sufficient commercial to meet the mixed-use requirement.

NEIGHBORHOOD CENTERS (NC): Change NC zoning from current method of determining density
by units per acre to FAR method.

Currently NCs have a low base density (2 units/acre) which doesn’t support pedestrian-
oriented villages. Basing density on units per acre encourages projects to build large units to
maximize buildable area. The FAR approach would increase flexibility allowing smaller unit sizes
and related affordability. Staff need to determine what appropriate FAR is in relation to density.
The City’s ability to extend infrastructure to the NCs will affect the number of housing units
created.
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BUILDING HEIGHT: Increase the maximum height from 45’ to 55’ when 1) underground parking
is provided and 2) project exceeds both 20% affordability and 20% public space. Applies to High
School Road District and Ferry Terminal District.

This encourages pedestrian-oriented urban villages close to transit. The City should give
consideration as to whether the height increase is appropriate within the Core District, subject
to existing design guidelines and upper story stepbacks for Winslow Way.

PARKING: Allow lower parking requirements (.5 spaces/unit) for units within 1 mile of Ferry and
unit size less than 600sf.

The cost of providing parking and related vehicle ownership costs impact affordability. On
average, the cost of owning a vehicle can be as high as $700/month. The construction cost of an
underground parking stall ranges between $25,000 to $30,000 per stall. These costs affect both
the renter’s ability to afford housing and the cost of building the housing.

SUBDIVISIONS: Allow subdivisions within Mixed Use Town Center.

Currently, subdivisions are only allowed if approved under the Housing Design Demonstration
Program (HDDP). This change would not require a density or FAR increase. This will encourage
“missing middle” homes such as cottages, townhouses and small footprint homes. Home size
would be limited to 1600sf and lot sizes would be restricted to a maximum size to ensure
minimum densities are achieved.

Recommendation 1C. Multi-family Property Tax Exemption

The AHTF recommends adopting a multi-family property tax exemption (MFTE) ordinance in
accordance with RCW 84.14.005 et seq. This statute authorizes an exemption from property tax
for any qualifying multi-family project of four units or more that sets aside at least 20% of its
units for low to moderate income households (from 80% or below of AMI to 115% AMI), for a
period of eight to twelve years (depending on the specifics of the project). In order to
implement this state-allowed exemption, the City must adopt an ordinance specifying
guidelines such as height and density restrictions, parking requirements, and targeted incomes.
The ordinance must designate area(s) for applicability and would be applicable to both new
construction and existing projects that are being rehabilitated or converted.

The AHTF recommends that the designated areas for the MFTE should be the Designated
Centers. The RCW sets out procedures necessary to adopt an MFTE ordinance, which include a
public hearing at which the designated residential targeted area(s) will be considered. All
projects that use the MFTE must be regularly monitored for compliance, and the AHTF suggests
that Housing Resources Bainbridge or other housing nonprofit be engaged as a partner to the
City for public outreach and compliance monitoring.

The MFTE could be used in tandem with the Mandatory Inclusionary Zoning Ordinance to
potentially set aside up to 30% of the units in a project as affordable units.
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A sample MFTE ordinance is attached to this report as Appendix F (a copy of the ordinance
adopted by the City of Bellingham).

2. Affordable housing on publicly owned land
The City owns 88 parcels of land totaling 250 acres, some of which have identified uses and
purposes and others that do not. The AHTF recommends that an inventory be taken of City-
owned properties that may be appropriate for affordable housing. These properties could
be donated or sold at a discount to a housing nonprofit or program, with deed restrictions
requiring a specified number of units of affordable housing to identified income ranges.
Alternatively, property could be developed by the City in partnership with private and
nonprofit developers, similar to the development of the Suzuki property. The AHTF believes
the Suzuki project has taught valuable lessons to the City, its consultants, partners and the
community, and those lessons will inform and improve future efforts.

The AHTF met informally with several other local taxing districts, such as the Bainbridge
Island School District and the Bainbridge Island Metropolitan Parks Department. Although
most of the taxing districts said their employees had difficulty securing housing on the
island, they did not express any interest at this time in making any property they own
available for affordable housing. The reluctance was in large part for reasons that may well
be addressed satisfactorily in the future, so the AHTF recommends having future in-depth
discussions with these taxing districts.

3. Adopt procedures to encourage Accessory Dwelling Units
An Accessory Dwelling Unit (ADU) is up to 900 square foot of separate living space, within or
detached from a single-family dwelling. Although the City has allowed ADUs for many years,
the number of ADUs on the island has remained relatively small—according to City records,
the island has approximately 196 permitted ADUs. The Final Report of the Community
Housing Coalition in December of 2007 identified ADUs as a priority recommendation,
giving several suggestions to encourage the use of ADUs as affordable rentals. Among them
were to increase the maximum size of an ADU from 800 to 900 square feet, which was done
in 2015.

That report also suggested evaluating the building application process for ways to shorten
the process. It also recommended that pre-approved prototype ADU designs be made
available to property owners. Those two recommendations were never implemented. The
AHTF believes those proposals remain priority actions and strongly recommends that they
be adopted. In addition, the AHTF recommends that building permit fees and sewer/water
hookup fees be deferred or reduced if an ADU is used for income-qualified housing for a
period of at least five years.
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4. Adopt an “Innovations Program”
As we have noted, no single solution or program will solve the affordable housing crisis. The
AHTF believes that a crucial part of any housing strategy is a multi-pronged approach and
the willingness to experiment with new and innovative ideas. For that reason, we
recommend that the City make the necessary changes in code and policy to allow City staff
the flexibility to permit building projects on a limited basis that do not otherwise fit into
zoning and land use code, if 100% of the housing units are affordable (affordability for this
purpose will be 120% of AMI or less). The Innovations Program would seek to encourage
new ideas about affordability, whether achieved through building technique or materials,
shared common areas, small size, or other means.

After it has developed and adopted the Innovations Program, the City should conduct
outreach to the community to encourage property owners to make use of its flexibility.
Projects should be monitored and evaluated to determine whether the idea is effective in
producing affordable housing. If so, it should be adopted into code. If the idea is not
effective, staff would not permit it in future projects.

5. Permanent support for affordable housing

Bainbridge Island has made efforts to address its affordable housing issues from time to
time in the past. In 1997, the City adopted the original Affordable Housing Ordinance,
requiring that new residential developments include a percentage of affordable housing.
The program was the first of its kind in Washington. Over time, the City determined it was
not working as intended for a variety of reasons, including loss of affordability because the
units reverted to market rate with the first resale, and legal challenges. The ordinance was
repealed in 2005, although an optional affordable housing program remained in place.

The City created the Community Housing Coalition (CHC) in 2005 under the umbrella of the
City-funded nonprofit, Health, Housing and Human Services Council. It was charged with the
task of researching and contributing to the development of effective public housing policy.
With the economic downturn beginning in 2007, the City experienced financial setbacks. As
a result, the City Council dissolved the CHC, along with the Health, Housing and Human
Services Council. The CHC produced a report of its work and housing recommendations in
December of 2007 and urged that its functions be transferred to a full-time City housing
specialist. As the City’s financial problems continued, the housing position was eliminated.
Since then, the City has had no housing specialist on staff and no citizen advisory group to
focus on housing issues, until the creation of the AHTF in 2017. In the intervening years, the
median sales price of a single family home rose from $680,000 in December of 2007 to
$848,000 in May of 2018 (after a steep drop in prices for several years during the
Recession.) Undoubtedly there have been many lost opportunities for affordable housing
projects in that time. The more time that passes without effective affordable housing
policies in place, the more affordable housing opportunities will vanish, as properties are
developed solely for the private market.
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The AHTF believes that housing is a complex issue that requires consistent attention,
multiple strategies, evolving programs and a willingness to experiment with new ideas. As
the CHC Final Report said, “...crisis management, short-sighted funding and stop-start
attempts do not produce sustained results.” The AHTF is a short-term task force with

limited scope. The one-year deadline for its work required that it focus on high priority, near
term recommendations. There are many important aspects of housing that it was not able
to study in depth.

For these reasons, we think it is crucial for the City to create permanent housing support. It
should consider creating a standing advisory committee. It also should consider hiring or
designating a housing specialist on City staff, at least on a part-time basis. Finally, we
recommend that the City increase its financial partnership and outreach commitment to
other taxing districts, nonprofits, and entities such as faith-based housing providers that
build affordable housing.
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QUICK WINS

The AHTF has identified the following actions the Council or staff could take with a minimum of
additional research or preparation:

1. Adopt more generous policies with respect to liveaboards in Eagle Harbor.
The AHTF believes that residential vessels in the Dave Ullin Open Water Marina in Eagle
Harbor can be an economical housing choice on the island for a limited but important
demographic. We encourage City support for existing liveaboards and urge that the City
amend its policies to allow additional residential boats to the maximum allowed by the
state of Washington, as we have written in letters previously submitted to the Council and
the Planning Commission. Additionally, we have recommended that the City expand the
time-frame during which it accepts applications. See Appendices C.5 and C.7.

2. Adopt a Vacation Rental Ordinance.
Since 2011, the third-party analytics site AirDNA has measured a 41% annual growth in the
number of Airbnb rentals on Bainbridge Island, with 133 active rentals currently recorded.
Of these active rentals, 114 are for the entire home, a number that represents more than
three months of inventory in the current real estate market. This stranded inventory
worsens the affordable housing crisis by reducing the stock of long-term rentals and for-sale
housing on Bainbridge Island. However, we also realize that many members of our
community rely on the supplemental income generated by these short-term rentals to
afford the ever-increasing cost of living, so it is necessary to control the growth of the short-
term rental market without eliminating it all together.

The City of Seattle passed an ordinance in 2017 limiting the number of “short term rentals”
allowed. AirBnb has approved the ordinance and has given assurances it will not challenge
the ordinance legally. The AHTF recommends that Bainbridge pass a similar law, based on
the Seattle ordinance, applying to all current and future short-term rental properties and at
least as restrictive as the Seattle ordinance. The AHTF also recommends that the Council
consider whether short term rentals should be further limited exclusively to the owner’s
primary residence property. To avoid significant impact on the island’s existing lodging
industry, this restriction should not impact hotels, motels, inns, and licensed bed and
breakfasts. See Appendix C.8.

3. Permit processing priority and reduced fees for affordable housing projects.
The time required to complete a residential construction project is a significant factor in the
final project cost. One element of this is the time required to obtain a building permit from
the City of Bainbridge Island. A recent estimate from the Planning Department put the time
to obtain a residential building permit at 10-12 weeks, at a minimum. This delay adds
significant cost to all projects, but also provides us with a tool to incentivize certain types of
development.
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By establishing a building permit fast track for affordable housing, the City of Bainbridge
Island could provide an incentive to developers to prioritize the construction of affordable
housing at no additional cost to the city. This fast track would place affordable projects at
the front of the permit approval line. Not only would this approach reduce the cost of
affordable development, but would also increase the cost of luxury developments as the
wait for non-affordable developments increased accordingly.

These projects should also be charged reduced permitting fees. The City should also defer
or waive building permit and/or sewer/water hookups for ADU’s that rent to income
qualified individuals for at least five years.

4. Housing Trust Fund grants.

The City should review the Housing Trust Fund criteria for grants and sources of funding to
assure that this program is effective in encouraging the development and/or preservation of
affordable housing options. The City should allocate funds to the Housing Trust Fund during
each budget cycle. Also, the City should increase its outreach efforts to potential grantees.
The City should make grants from the Housing Trust Fund at least annually. Money from the
Fee-in-Lieu program established under Priority Recommendation 1A should be added to the
Housing Trust Fund, in addition to the funds that are allocated from the City’s general fund.

5. Adopt a Cottage Housing ordinance.
As the CHC Final Report found, “Cottage housing is another way to increase density in
existing neighborhoods while still preserving their single-family character. These projects
typically consist of a cluster of small houses with a shared central space. Cottages typically
range from 800 to 1000 square feet, and the typical density is 10 to 11 units per acre. The
Erickson Avenue Cottages on Bainbridge Island are an example of this kind of housing.
Cottage housing is typically used on infill lots in established neighborhoods.” The CHC
drafted a Cottage Housing ordinance that was never adopted. The City could update that
ordinance for Council consideration with a minimum of effort. See Appendix E.
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ADDITIONAL STRATEGIES TO BE EXPLORED

The AHTF discussed multiple strategies and ideas for increasing the island’s supply of affordable
housing. As our work continued, we began focusing on the Priority Recommendations. Other
ideas that we consider worthwhile were not included in these recommendations, generally
because we considered them to be longer-term in nature. After the Council has accepted this
Final Report and the AHTF is dissolved by the terms of its authorizing resolution, we urge City
staff and/or a citizen committee to continue work on these ideas and issues:

e Work with Forterra to adopt a more effective Transfer of Development Rights program
e Community Partnerships

e Conversion of Single Family Homes to Duplexes/Triplexes

e Programs to Preserve Existing Housing

e Affordable Senior Housing/Accessible Housing

e Addressing Limitations Due to Sewer and Septic

e Homelessness and Housing Insecurity

e Tiny Houses/Microhousing

e Transportation Alternatives: Car2Go, Smart Cars, Public Transit

e Advocacy for County, State, and National Affordable Housing Policies

Respectfully Submitted,
The Affordable Housing Task Force

Emma Aubrey (former member) Stuart Grogan

William Booth (former member) Ann Huff (former member)
Jeffrey Brown (former member) Edward Kushner

Pat Callahan Ann Lovejoy

Corey Christopherson (joined on 2/27/18) Bill Luria

Johnathan Davis (joined on 2/27/18) Pegeen Mulhern

Stephen Deines Althea Paulson, Chair
Phedra Elliott David Shorett

Sharon Gilpin Charlie Wenzlau

Sarah Blossom, City Council Liaison

Michael Scott, former City Council Liaison

Leslie Schneider, City Council Liaison (joined April of 2018)
William Chester, Planning Commission Liaison

Jennifer Sutton, Senior City Planner
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Bainbridge Island City Council Instructions to
2017 Affordable Housing Task Force

Among the high priority implementing actions of the 2017 revised Comprehensive Plan is the
establishment of an Affordable Housing Task Force to consider the revised Housing Element and
make specific recommendations to the Council for near-term action.

Members of the Task Force have been chosen both for their interest in working on this issue, and
for their recognition that improving access to affordable housing on Bainbridge Island is critical
to maintaining a diverse and vibrant community.

The Bainbridge Island Comprehensive Plan defines “affordable housing” as “...housing
affordable to all economic segments of the population of this state. This is a goal of the state
Growth Management Act. RCW 36.70A.020(4). When residential housing for rental or private
individual ownership is occupied by low-income households, it is considered affordable if it
requires payment of monthly housing costs, including utilities other than telephone, of no more
than thirty percent of the family's income. WAC 365- 200-030(1).”

From this definition, the Task Force should understand that its mandate is broader than simply
considering low-income housing. It should consider housing affordability on Bainbridge Island
across the economic spectrum.

The Task Force should review affordable housing-related materials that have been generated by
or for the City in recent years, review relevant resource material, and review the goals and
policies of our current Comprehensive Plan. While Affordable Housing, and therefore the
Housing Element of the Comprehensive Plan, is the focus of this Task Force, it will be important
for it to consider the goals and policies of ALL elements of the Comprehensive Plan. Where
goals and policies seem to be in conflict, it will be incumbent on the Task Force to recommend
solutions that balance the costs and benefits for the community.

The Task Force will decide on what detailed work is necessary to deliver to the Council specific
recommendations, including but not limited to recommended changes to City zoning codes and
regulations, which would most effectively advance the stated goals of the Comprehensive Plan.
The Task Force also may arrive at conclusions or recommendations that involve the work of
non-governmental organizations, which can be shared with those organizations either as part of
the Task Force’s work, or after its final report.

The Task Force is asked to deliver a report to the City Council by the end of June, 2018. The
Task Force will be dissolved upon acceptance of its report by the Council.

Appendix A
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HOUSING ELEMENT
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HOUSING ELEMENT INTRODUCTION

Decent and safe housing is a basic human need increasingly unavailable to many Americans,
including many Bainbridge Island residents and workers. The Washington State Growth
Management Act (GMA) provides direction for cities to address these needs in the Housing
Element of the Comprehensive Plan. Many of the Plan’s Guiding Principles and Policies carry
this direction forward to be addressed in various Elements, including Housing.

The City’s Housing Needs Assessment (HNA) documents current housing conditions on the
Island and identifies trends and specific needs. The HNA is Appendix B to this Plan and
adopted as a part of this Element. Many of the statistics below are excerpted from the HNA or
the City’s Economic Profile (Appendix A).

BAINBRIDGE ISLAND SNAPSHOT: PEOPLE AND HOUSING

Bainbridge Island’s 2015 population of 23,390 is predominantly white (91%), well-educated and
relatively affluent. The median household income ($92,558) is 1.5 times the Kitsap County
average. Almost 60% of residents have occupations with relatively high incomes. For
example, the median wage for financial analysts, lawyers and marketing managers ranges
between $100,457 and $122,618. Another third of Island residents work in the service sector,
such as retail clerks, waiters and bank tellers have median wages between $27,703 and
$30,972.

Over the past decade the population has experienced shifts in the age cohorts. Between 2000
and 2010 the Island’s senior population (60+ years old) increased from 17% to 26%. The
“young adult” cohort (between 18 and 34 years old) has declined from 15% of the Island’s
population in 1990 to less than 10% in 2016.

Bainbridge Island’s housing stock is predominantly detached single-family homes (80% of all
units) in a very low-density land use pattern that occupies about 90% of the Island’s land area.
The average single-family home price is just under $700,000.

Multi-family units that constitute 16% of the housing stock are now concentrated in Winslow and
Lynwood Center. While the designated centers total about 10% of the Island’s land area, a
significant portion of that area is occupied by commercial uses with no residential component.
Rental apartments make up less than 7% of total housing units on the Island. Very few rental
units have been built on the Island in the last decade which partly accounts for a vacancy rate of
1.5%, well below the 5% rate typical of well-functioning rental markets

GMA GOAL AND REQUIREMENTS FOR HOUSING

The GMA recognizes the importance of planning for adequate housing by requiring it as an
element in Comprehensive Plans. Housing is addressed in one of the 14 major goals:

“Housing. Encourage the availability of affordable housing to all economic segments of
the population of this state, promote a variety of densities and housing types, and
encourage preservation of existing housing stock.”

RCW 36.70A.020(4)
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The requirements for a housing element mandated by the GMA include:

“A housing element recognizing the vitality and character of established neighborhoods
that: a) includes an inventory and analysis of existing and projected housing needs; b)
includes a statement of goals, policies, and objectives for the preservation,
improvement, and development of housing; c) identifies sufficient land for housing, and
group homes and foster care facilities; and d) makes adequate provisions for existing
and projected needs of all economic segments of the community.”

RCW 36.70A.070(2)

HOUSING NEEDS

The Housing Needs Assessment for Bainbridge Island
includes an inventory of the amount, location and condition
of the Island’s housing stock and demographic and
economic information about its population. It also includes
an in-depth analysis of affordable housing needs on
Bainbridge Island.

Almost 34% of individuals and families at all income levels
who live in owner-occupied housing units are cost burdened
meaning they spend over 30% of their income on housing. Almost 40% of individuals and
families at all income levels who live in renter-occupied housing units are cost burdened. The
majority (around 28%) of these residents have an annual income between zero and $34,999.

This means that as of 2012, 569 renters on the Island that have an income of $34,999 or less
are housing cost burdened. This is concerning as lower income cost burdened households are
more likely to have to choose between housing costs and other necessities.

The HNA analysis of Workforce Housing Affordability indicates that there is a gap in housing
affordable for the Island’s workforce in service professions (e.g., restaurant workers, bank
tellers, retail clerks, school bus drivers). Many of these workers are obliged therefore to
commute from less-expensive off-Island housing, which increases their transportation costs,
congestion on SR 305 and greenhouse gas emissions.

Bainbridge Island’s jobs/housing balance is 0.59 jobs for every housing unit, making it a
“bedroom community.” The Puget Sound Regional Council suggests that housing-rich
neighborhoods add employment in order to increase economic opportunities for current
residents.

Market forces alone will not address the urgent housing needs facing Bainbridge Island. In the
face of daunting circumstances, the City aspires to an ambitious Vision of its future and commits
to an innovative, aggressive and multi-faceted housing strategy. The City’s success in
achieving the housing Vision will also depend upon achieving the policy objectives identified in
the Land Use, Transportation, Economic and Environmental Elements of this Plan.
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HOUSING VISION 2036

Bainbridge Island in the year 2036 provides a broad diversity of housing. The broadest variety of
housing types including rental homes, exists within the compact, walkable, transit-served,
mixed-use designated centers. These include small detached homes on small lots, attached
and detached accessory dwelling units, cottage housing, common-wall duplexes, triplexes and
row houses, and stacked units on the upper floors of mixed-use, mid-rise buildings.

The residential land use pattern outside of designated centers remains at much lower densities
and constitutes almost 90% of the Island’s area. Houses built in the previous twenty years in
the vicinity of designated centers and elsewhere in the Open Space Residential zones are
compact, energy-efficient and well-integrated in their landscape. Typical housing types in these
areas include detached houses on lots of various sizes, attached and detached accessory
dwelling units and conservation villages.

Some combination of appropriately zoned land, regulatory incentives, financial subsidies and
innovative planning techniques will be necessary to make adequate provisions for the needs of
all segments of the population, but particularly middle and lower income persons.

GOALS & POLICIES

GOAL HO-1

Make steady progress toward the following aspirational targets for increasing the
diversity of housing types and the supply of affordable housing.

Policy HO 1.1

Decrease to 20% or less the number of cost burdened families living in rental housing (down
from 40%).

Policy HO 1.2
Decrease to 18% or less the number of cost burdened families owning homes (down from 34%).

Policy HO 1.3
Increase rental housing units to at least 11% of total housing units (up from 7%).

Policy HO 1.4

Increase the Island’s percentage of multifamily homes to 18% or more of all homes (up from
16%).

Policy HO 1.5
Increase the number of senior housing units to 600 or more (up from 344.)
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Policy HO 1.6

Change today’s 89/11% housing split between the Mixed Use Town Center and Neighborhood
Centers to 80/20% by 2036.

Policy HO 1.7
Achieve a jobs-housing balance of .8 (up from 0.59).

GOAL HO-2

Beginning in 2019, prepare biennial reports on the status of housing on Bainbridge
Island. The report shall describe progress toward achieving the targets set forth in
Policies HO 1.1 through HO 1.7.

Policy HO 2.1
The Housing report shall address the following aspects of housing:

1. Housing trends in general both regionally and on Bainbridge Island.

2. The number and location of housing types constructed or active applications in the
permit process in the preceding two years.

3. An evaluation of the effectiveness of the City’s measures and identification of additional
or revised measures or targets.

The vacancy rate for rental apartments.
The number of cost burdened and extremely cost burdened households.
The status of efforts to address housing needs at the regional level.

The housing availability for special needs or difficult to serve populations.

© N o g &

The condition of the local housing market and the number of new housing units publicly
and privatelyfunded.

9. The use of density bonuses and the number of for-purchase affordable housing units
provided in new developments.

10. A description of the various initiatives supporting affordable housing including activities
of community non-profit organizations and local and regional entities.

11. Programs of housing repair and renovation that improve accessibility.
12. An analysis of how property taxes impact housing affordability.

13. If insufficient progress is made toward meeting the targets in Policies HO 1.1 through
HO 1.7, determine what actions are not working and make adjustments.

Policy HO 2.2

Make the Biennial Housing Reports available to the public in various ways such as notice in the
local newspaper, on the City’s web page and on local media outlets. This Biennial Housing
Report will be part of a comprehensive update of the Housing Needs Assessment in order to
inform the next state-mandated update of the Comprehensive Plan in 2024.
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GOAL HO-3

Promote and maintain a variety of housing types to meet the needs of present and future
Bainbridge Island residents at all economic segments in a way that is compatible with
the character of the Island and encourages more socio-economic diversity. Partner with
community non-profit organizations and local and regional private and public entities in
carrying out the following policies.

Policy HO 3.1

Encourage innovative zoning regulations that increase the variety of housing types and choices
suitable to a range of household sizes and incomes in a way that is compatible with the
character of existing neighborhoods. Examples of innovative approaches are cottage housing
development, conservation villages, stacked or common-wall housing, tiny houses and
accessory dwelling units.

Housing types are illustrated in: Figs. HO-1 through HO-3 (detached housing); Figs. HO-4
through HO-6 (attached housing); and Figs. HO-7 through HO-9 (stacked housing).

Fig. HO-7 Garden Apartmt o Fig. HO-8 Mi-use, Mid-rise
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F—lg 4H“O_-710 Live-aboard Unit
Policy HO 3.2

Recognize that the City shares a housing and employment market as well as a transportation
network with the larger region. Therefore, the City should work with the Kitsap Regional
Coordinating Council and other regional entities to develop an equitable and effective county-
wide planning policies and other strategies to locate, finance and build affordable housing.

Policy HO 3.3

Designate the appropriate staff or organizational entity to assist and advise the community,
landowners and private and public entities about options for affordable housing, financing
strategies and funding sources.

Policy HO 3.4

Partner with non-profit housing organizations, churches, the development community, local
lending institutions, elected officials and the community at large to assist in meeting affordable
housing goals and implementing strategies.

Policy HO 3.5

Support the efforts of community non-profit housing organizations and local and regional public
and private entities in developing and managing affordable housing on Bainbridge Island.

Policy HO 3.6

Develop standards to encourage development of small to mid-size single-family housing units.
These provisions may include a framework to permit small-unit housing development such as
tiny houses, micro units and cottage housing.

Policy HO 3.7

Expand opportunities for infill in the residential neighborhoods of the Winslow Master Plan study
area and the Neighborhood Centers. Allow the creation of small lots (e.g., in the 3,000 square
foot range) as well as smaller footprint homes (e.g., under 1,200 square feet).

GOAL HO-4

Increase the supply of permanently affordable multifamily housing each year through the
year 2036 with goals based on data provided by the Housing Needs Assessment and the
City’s housing reports.

Policy HO 4.1
Encourage new multifamily housing in a variety of sizes and forms in designated centers.
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Policy HO 4.2

Increase the efficiency of the review process and revise development standards for the High
School Road and Ferry Terminal districts and other portions of the Winslow Area Master Plan to
encourage the transformation of these areas from auto-oriented, low-rise, homogeneous
commercial land use districts into walkable, transit-served, mid-rise, mixed-use areas with
affordable housing.

Policy HO 4.3

Partner with non-profit or for-profit housing sectors to create new multifamily housing in
designated centers including a significant percentage of affordable housing through the joint or
exclusive use of surplus publicly owned property or air space.

Policy HO 4.4

Partner with the for-profit sector to create affordable housing through the targeted use of the
multifamily property tax exemptions in designated centers.

Policy HO 4.5

Remove barriers to the creation of new multifamily housing, particularly affordable housing
through a variety of actions such as the adoption of regulations that “right-size” parking
requirements, reduce certain impact fees and encourage the use of parking management
programs to enable the more efficient use of parking.

Policy HO 4.6

Allow accessory dwelling units in all residential zones, except at Point Monroe, the Sandspit (R-
6). Review and revise regulations as appropriate to create reasonable flexibility regarding
development standards including lot coverage, setbacks, parking requirements and Health
District requirements for water and sewage.

Policy HO 4.7

Encourage agencies whose mission is to develop affordable housing to create new subsidized
multifamily rental housing by aggressively pursuing Kitsap County Community Development
Block Grant Funds, state funds, donations from private individuals and organizations, public
revenue sources and other available funding.

Policy HO 4.8

Evaluate the efficacy of existing regulations in facilitating the provision of assisted and
independent living senior housing and take action to amend development regulations as
needed.

GOAL HO-5

Maintain the existing stock of affordable and rent-assisted housing, in partnership with
community non-profit organizations and local and regional public and private entities.
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Policy HO 5.1

Develop a continuing strategy to maintain the Rural Development Agency and HUD subsidies
on existing rent-assisted housing. The primary strategy shall be to support Housing Kitsap and
non-profit organizations such as Housing Resources Bainbridge to purchase the units through
the provisions of the 1990 Housing Act.

Policy HO 5.2

In the event of the potential loss of privately-owned subsidized housing, work with the
appropriate public agencies and local non-profits to pursue the preservation of the subsidized
units or relocation assistance for the residents.

Policy HO 5.3

Support water-based (live-aboard) housing as a viable component of the present and future
housing stock of Bainbridge Island, subject to applicable environmental protection,
seaworthiness, sanitation and safety standards, and authorized moorage.

GOAL HO-6

Facilitate the provision of a diverse affordable housing stock in all geographic areas of
the community.

Policy HO 6.1
Encourage housing created by agencies such asa community land trust.

Policy HO 6.2

In order to provide for permanently affordable housing pursue effective strategies to reduce the
land cost component of affordable housing which may include alternative land use zoning,
density bonuses and other incentives.

Policy HO 6.3

Maintain an innovative housing program and clarify or adopt new flexible permit processes in all
designated centers to promote an increase in the supply, diversity and access to housing
including affordable housing.

Policy HO 6.4

Create a new conservation villages permit process to apply outside of designated centers to
increase housing choices including affordable housing and requiring green building practices
while better conserving open space.

Policy HO 6.5

Develop regulations and provide incentives to construct affordable housing for farm workers on
or near farmlands.

Policy HO 6.6

Consider the merits of programs and regulations pioneered by other communities to discourage
the land, energy and natural resource consumptive pattern of large single-family homes. Adopt
amendments to City programs and development regulations as appropriate.
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Policy HO 6.7
Support the development of livable neighborhoods.

GOAL HO-7

Promote and facilitate the provision of rental and for-purchase housing that is affordable
to income-qualified households with a variety of incomelevels.

Policy HO 7.1

Exempt from City impact fees and other administrative development fees housing developments
where all units are limited to residents in specified income groups.

Policy HO 7.2

All income-qualified rental housing units created as a result of the policies of this Housing
Element shall remain affordable to income-qualified households for a period of not less than 50
years from the time of first occupancy.

Policy HO 7.3
Explore measures and the merits of source-of-income discrimination controls.

GOAL HO-8

Facilitate the siting and development of housing opportunities for special needs
populations.

Policy HO 8.1

Support the services of community non-profit organizations and local and regional public or
private entities in providing shelter for temporarily homeless singles and families with children,
adolescents and victims of domestic violence on Bainbridge Island.

Policy HO 8.2

Support the development of programs to meet the housing needs of the developmentally,
physically and emotionally disabled within the community.

Policy HO 8.3

Support programs that provide assistance to low-income, elderly and disabled persons to repair,
rehabilitate or retrofit homes to be more accessible and safe.

GOAL HO-9

Explore the use of the City’s bonding capacity and pursue other resources to supportthe
creation of affordable housing.
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Policy HO 9.1

The City recognizes the need to provide financing assistance for affordable housing.
Accordingly, the City will actively pursue public and private funds that may include but are not
limited to, real estate excise tax, grants and other availableresources.

Policy HO 9.2

The City in partnership with local agencies producing affordable housing, may issue a General
Obligation Bond to increase the production of housing affordable to households at or below 80%
of median income for Kitsap County.

Policy HO 9.3

Consider the issuance of Limited Tax General Obligation Bonds (also called councilmanic
bonds or non-voted debt) to support the development of housing affordable to households at or
below 80% of median income for Kitsap County.

Policy HO 9.4

Increase City support of the Housing Trust Fund and explore new sources of funding for the
development and preservation of affordable housing.

Policy HO 9.5

Consider the options for making City-owned land or air-space available through long-term
leases or other mechanisms for the purpose of creating income-qualified housing and support
other public entities that wish to use publicly-owned land for this purpose. Take into
consideration however, the full range of uses that City-owned properties may serve over the
long-term.

HOUSING IMPLEMENTATION

To implement the goals and policies in this Element, the City must take a number of actions,
including adopting or amending regulations, creating partnerships and educational programs,
and staffing or other budgetary decisions. Listed following each action are several of the plan’s
goals and policies that support that action.

HIGH PRIORITY ACTIONS

HO Action #1 Set targets for increasing the supply of moderately priced and affordable
housing, measure progress, and if insufficient progress is being made toward meeting
the housing targets, determine what actions are not working and make appropriate
adjustments.

GOAL HO-1

Make steady progress toward the following aspirational targets for increasing the diversity of
housing types and the supply of affordable housing.
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GOAL HO-2

Beginning in 2019, prepare biennial reports on the status of housing on Bainbridge Island. The
report shall describe progress toward achieving the targets set forth in Policies HO 1.1 through
HO 1.7.

HO Action #2 Amend the City’s development code to facilitate an increase in the
diversity of housing types and supply of affordable housing.

Policy HO 3.6

Develop standards to encourage development of small to mid-size single-family housing units.
These provisions may include a framework to permit small-unit housing development such as
tiny houses, micro units and cottage housing.

Policy HO 4.2

Increase the efficiency of the review process and revise development standards for the High
School Road and Ferry Terminal districts and other portions of the Winslow Area Master Plan to
encourage the transformation of these areas from auto-oriented, low-rise, homogeneous
commercial land use districts into walkable, transit-served, mid-rise, mixed-use neighborhood
with affordable housing.

Policy HO 6.3

Maintain an innovative housing program and clarify or adopt new flexible permit processes in all
designated centers to promote an increase in the supply, diversity, and access to housing,
including affordable housing.

Policy HO 6.4

Create a new conservation villages permit processes to apply outside of designated centers to
increase housing choices, including affordable housing and requiring green building practices,
while better conserving open space.

HO Action #3 Partner with other jurisdictions, the development community, and non-
profit organizations to increase the diversity of housing types and supply of affordable
housing.

Policy HO 3.4

Partner with non-profit housing organizations, churches, the development community, local
lending institutions, elected officials and the community at large to assist in meeting affordable
housing goals and implementing strategies.

Policy HO 4.3

Partner with non-profit or for-profit housing sector to create new multifamily housing in
designated centers including a percentage of affordable housing, through the joint or exclusive
use of surplus publicly owned property or air space.
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Policy HO 4.4

Partner with the for-profit sector to create affordable housing through the targeted use of the
multifamily property tax exemptions in designated centers.

Policy HO 9.5

Consider the options for making City- owned land or air-space available through long-term
leases or other mechanisms for the purpose of creating income-qualified housing and support
other public entities that wish to use publicly-owned land for this purpose. Take into
consideration however, the full range of uses that City-owned properties may serve over the
long-term.

HO Action #4 Consider actions that can be taken to reduce financial barriers that inhibit
the desired increase in diverse and affordable housing.

Policy HO 5.2

In the event of the potential loss of privately-owned subsidized housing, work with the
appropriate public agencies and local non-profits to pursue the preservation of the subsidized
units or relocation assistance for the residents.

Policy HO 7.1

Exempt from City impact fees and other administrative development fees housing developments
where all units are limited to residents in specified income groups.

Policy HO 9.2
The City in partnership with local agencies producing affordable housing, may issue a General

Obligation Bond to increase the production of housing affordable to households at or below 80%
of median income for Kitsap County.

Policy HO 9.3
Consider the issuance of Limited Tax General Obligation Bonds (also called councilmanic

bonds or non-voted debt) to support the development of housing affordable to households at or
below 80% of median income for Kitsap County.

HO Action #5 Create a short-term (60-90 days) citizen affordable housing task force to
consider the revised Housing Element and provide specific recommendation for near-
term action.

Policy HO 3.3

Designate the appropriate staff or organizational entity to assist and advise the community,
landowners and private and public entities about options for affordable housing, financing
strategies and funding sources.

HO Action #6 Review and revise City regulations related to permissible live-aboard
capacity in City marinas.
Policy HO 5.3

Support Water-based (live-aboard) housing as a viable component of the present and future
housing stock of Bainbridge Island, subject to applicable environmental protection,
seaworthiness, sanitation and safety standards, and authorized moorage.
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MEDIUM PRIORITY ACTIONS

HO Action #7 Focus additional city and other financial resources to help increase the
supply of affordable housing.

Policy HO 9.4

Increase City support of the Housing Trust Fund and explore new sources of funding for the
development and preservation of affordable housing.

Policy HO 7.1

Exempt from City impact fees and other administrative development fees housing developments

where all units are limited to applicants of specified income groups.

HO Action #8 Look for ways to reduce the cost of multifamily housing, particularly
affordable housing.

Policy HO 4.5

Remove barriers to the creation of new multi-family housing, particularly affordable housing
through a variety of actions such as the adoption of regulations that “right-size” parking
requirements, reduce certain impactfees, and the encourage the use of parking management
programs to enable the more efficient use of parking.

OTHER PRIORITY ACTIONS
HO Action #9 Identify ways to achieve local results with and through regional actions.

Policy HO 3.2

Recognize that the City shares a housing and employment market, as well as a transportation
network, with the larger region. Therefore, the City should work with the Kitsap Regional
Coordinating Council and other regional entities to develop equitable and effective county-wide
planning policies and other strategies to locate, finance and build affordable housing.
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Appendix C.1
November 3, 2017

Bainbridge Island City Council
200 Madison Ave.
Bainbridge Island, WA 98521

Dear Council members:

At the City Council meeting on October 3, 2017 Jon Rose, from the Olympic Property Group

(OPG), unveiled a thoughtful preliminary site plan for the City-owned Suzuki property. The Affordable
Housing Task Force (AHTF) has discussed this proposal at several of our meetings and offers the
following comments.

The proposed plan clusters the housing and leaves 70% of the parcel as open space with mature trees

retained, wetlands protected, and the pond untouched. It encourages walkability and keeps impervious
surfaces to a minimum. The site plan creates a 300-foot buffer for wildlife and clusters housing near the
road. All of these will contribute to a new community that is respectful of the environment and supports

the affordable housing goal by lessening costs.

We were very pleased to hear some of the responses to the plan during the meeting. Councilmembers
expressed their desire to push for the development to get to an even higher level of affordability and
unanimously agreed that housing that is affordable to a broad range of people is important for Suzuki.
Just as encouraging was the Council’s discussion about affordability and the potential for expanding the
definition to include those who aren’t eligible for housing that is funded by public sources but are still
finding it very hard to live on Bainbridge Island. Finally, OPG noted that it would be working closely with
Housing Resources Bainbridge, the City of Bainbridge Island and Housing Kitsap to assure the long-term
management and affordability of the units.

The AHTF endorses and advocates for 100% of the housing built on the Suzuki site to be designated
affordable to a range of tenants and homeowners from very low income up to moderate levels of income.
All housing on this site should also be made permanently affordable through restrictions required by
funders, Community Land Trust, and/or deed restrictions upon sale. The Council should ensure that this
affordability is protected and managed either by the future owner of the properties, COBI, or an entity
contracted by COBI to perform this work (such as HRB or Housing Kitsap). In addition, we ask that you
ensure that a substantial number of the housing units will be rentals.

We note that the OPG proposal provides that if the necessary financing is not obtained by HRB or
Housing Kitsap, OPG will market the project to private housing developers. We urge the Council and the
City not to adopt that provision, and instead negotiate an alternative, acceptable to both OPG and the
City, that protects and preserves the Suzuki property for affordable housing.

With the foregoing caveats, the AHTF supports the efforts of the City of Bainbridge Island to move
forward with the development of the Suzuki site to create affordable housing that benefits the community
and assures a diverse population living on the island.

Sincerely,

Althea Paulson, Chair
On behalf of the Affordable Housing Task Force
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Appendix C.2
November 7, 2017

Bainbridge Island City Council
200 Madison Ave.
Bainbridge Island, WA 98521

Re: Revised AHTF letter

Dear Council members:

At the City Council meeting on October 3, 2017 Jon Rose, from the Olympic Property Group

(OPG), unveiled a thoughtful preliminary site plan for the City-owned Suzuki property. The Affordable
Housing Task Force (AHTF) has discussed this proposal at several of our meetings and offers the
following comments.

The proposed plan clusters the housing and leaves 70% of the parcel as open space with mature trees

retained, wetlands protected, and the pond untouched. It encourages walkability and keeps impervious
surfaces to a minimum. The site plan creates a 300-foot buffer for wildlife and clusters housing near the
road. All of these will contribute to a new community that is respectful of the environment and supports

the affordable housing goal by lessening costs.

We were very pleased to hear some of the responses to the plan during the meeting. Councilmembers
expressed their desire to push for the development to get to an even higher level of affordability and
agreed that housing that is affordable to a broad range of people is important for Suzuki.* Just as
encouraging was the Council’s discussion about affordability and the potential for expanding the definition
to include those who aren'’t eligible for housing that is funded by public sources but are still finding it very
hard to live on Bainbridge Island. Finally, OPG noted that it would be working closely with Housing
Resources Bainbridge, the City of Bainbridge Island and Housing Kitsap to assure the long-term
management and affordability of the units.

The AHTF endorses and advocates for 100% of the housing built on the Suzuki site to be designated
affordable to a range of tenants and homeowners from very low income up to moderate levels of income.
All housing on this site should also be made permanently affordable through restrictions required by
funders, Community Land Trust, and/or deed restrictions upon sale. The Council should ensure that this
affordability is protected and managed either by the future owner of the properties, COBI, or an entity
contracted by COBI to perform this work (such as HRB or Housing Kitsap). In addition, we ask that you
ensure that a substantial number of the housing units will be rentals.

We note that the OPG proposal provides that if the necessary financing is not obtained by HRB or
Housing Kitsap, OPG will market the project to private housing developers. We urge the Council and the
City not to adopt that provision, and instead negotiate an alternative, acceptable to both OPG and the
City, that protects and preserves the Suzuki property for affordable housing.

With the foregoing caveats, the AHTF supports the efforts of the City of Bainbridge Island to move
forward with the development of the Suzuki site to create affordable housing that benefits the community
and assures a diverse population living on the island.

Sincerely,
Althea Paulson, Chair
On behalf of the Affordable Housing Task ForceAfter we sent an earlier version of this letter this morning,

Council member Ron Peltier wrote to us to say he is not in favor of housing at Suzuki that is affordable to
a broad range of people. This change does not impact the task force opinions expressed in this letter.
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Letter from AHTF to CC
Re: Suzuki Property Agreement Between City & OPG

Mayor Tollefson and City Councilmembers:

The Affordable Housing Task Force wishes to confirm, in the strongest terms that it
supports 100% affordable housing on the city’s property - Suzuki. This was a
unanimous decision.

As the Council continues to discuss the Suzuki Property Agreement this coming
Tuesday, December 12, 2017 we urge the City to clarify one main purpose of the
Agreement - that the housing be 100% affordable, that it be held as affordable in
perpetuity and that any motion and/or agreement regarding the use reflect this
sentiment.

Thank you.

Affordable Housing Task Force
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Hi Jennifer--

| never checked the appendices! And now | see that this one was left out re Suzuki. It was our most detailed
one. Is it too late to add it, maybe as an addendum to the next agenda?

Thanks.
a

W  Althea Paulson

¥  Sunday, January 14, 2018 6:15 PM

dY¥VSarah Blossom; Michael Scott; Ron Peltier; Kol Medina; Joe Deets; Matthew Tirman; Rasham Nassar
v Affordable Housing Task Force: Further recommendations on the Suzuki proposal

Dear Council,

The Affordable Housing Task Force (AHTF) has discussed the Suzuki project at each of our meetings since
Olympic Property Group presented its proposal to the Council last fall. We sent recommendations to you in
November and December, and re-sent those recommendations at the beginning of January for the benefit of
the new Council persons. We've heard from some of you in response. Based on that feedback as well as your
comments at the Council meeting on January 2, we devoted our meeting on January 10 to crafting more
detailed recommendations for you.

As a result, the Affordable Housing Task Force has adopted the following recommendations to Council:

1. Recommend the adoption of the Affordable Housing Goals as presented by Housing Kitsap to the AHTF
on 1/10/2018 (see attachment.)

2. Recommend ownership of the project after permit approvals have been obtained, as
follows: a. Green space to be held in a land trust and
administered by a nonprofit or governmental entity. b. Homes for sale
to be held in a community land trust to be administered by Housing Resources Bainbridge or similar
nonprofit. In addition, if necessary to assure permanent affordability, there should be deed
restrictions/covenants providing for permanent affordability of the
homes. c. Homes for rental to be held by a
partnership of Housing Kitsap and tax credit investors. In addition, there should be deed
restrictions/covenants providing for permanent affordability of the homes.

3. Recommend that the number of housing units should be maximized, consistent with the Olympic

Property Group proposal and current zoning. 137



Development of the Suzuki property has been an ongoing, multi-year process. There are many steps still to
come in this process, such as preliminary design and revisions, permit approvals, financing and more. The
AHTF believes it is ]o(} Z }vi]o } V by agproving a Development Agreement as
soon as possible. We are aware of the risk of mounting costs associated with delay that could impact the
viability of this project. Recognizing that the process is still in the early stages, and details (such as
requirements for financing or engineering) may change as more information becomes known, we specifically
decided against recommending inflexible requirements for the project, except as stated above. We have
confidence in the ability of the nonprofit, public and private partners in this project to work together to make
the proposal a reality.

When the AHTF was created last year, the Council instructed us to consider housing affordability across the
economic spectrum and make recommendations for near-term action. We were also instructed that if goals
and policies of the Comprehensive Plan seemed to conflict, we should recommend solutions that balance the
costs and benefits to the community.

Members of the AHTF believe strongly that the Suzuki proposal satisfies these instructions and is consistent
with the Housing Element of the Comprehensive Plan, as well as the Land Use Element and other provisions of
the Comprehensive Plan.

The recommended Affordable Housing Goals---from up to 30% of AMI (Area Median Income) at the low end of
the goals, to 120% of AMI at the top end---will serve a broad range of people across the economic spectrum.
These could include seniors, people with disabilities, single parents, students, those in need of supportive
housing, restaurant and retail workers, families, teachers, government employees, and more. We think it's
important that some housing be geared to the higher end of the recommended income levels, to
provide a meaningful contribution to work force housing. This housing would serve people

like teachers, police, fire fighters and City employees, for whom local market-rate housing is out
of reach even at their relatively higher incomes (according to the most recent Windermere
newsletter, December's median sales price for Island homes was

a decidedly unaffordable $775,000).

We also believe this project has been designed around the environmental goals and policies of

the Comprehensive Plan in a respectful and sensitive manner. An ecological study has been done and the
findings have been reflected in the updated site plan. The development will have a small footprint, clustered
within approximately 30% of the site. The proposal would preserve the significant environmental features,
leaving the pond undisturbed, providing a wildlife buffer, and retaining mature trees. Impervious surfaces are
kept to a minimum. Clustered housing like this plan (also known as conservation development) is an important
tool for sustainable development in communities around the country.

In sum, this project is an excellent balance of costs and benefits to Bainbridge Island. We believe it furthers
the Comprehensive Plan's goals and policies, and is an embodiment of Guiding Principle #3 in

the Comprehensive Plan, which calls for the City to "Foster diversity with a holistic approach to meeting
the needs of the Island and the human needs of its residents consistent with the stewardship of our

finite environmental resources."

Finally, the AHTF believes the Suzuki project is of tremendous significance to the Island's overall 138
affordable housing strategy, both because of the number of homes it will offer, and because it is a long



overdue, concrete demonstration of our community commitment to housing justice and affordability. If this
project is not approved, or becomes non-viable due to delay or excessive requirements, we believe it would
deal a significant blow to the Island's affordable housing efforts. We urge you to approve the Development
Agreement as soon as possible, as the next step toward the realization of a new neighborhood of sustainable,
diverse and affordable homes.

Very truly yours,

Althea Paulson, Chair
Affordable Housing Task Force
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Appendix C. &
November 20, 2017

Chair Pearl and Commissioners
Planning Commission

City of Bainbridge Island

280 Madison Avenue North
Bainbridge Island, WA 98110

Chair Pearl and Commissioners:

The Affordable Housing Task Force (AHTF) has been discussing Eagle Harbor
live-aboards in connection with our research and analysis of innovative ways
for people to rent or own affordable housing. Latard homes have been
part of the Housing Element of the Comprehensive Plan since the inception of
the City. The recently updad Housing Element provides in Policy HO 5.3:

Fbased (liveaboard) housing as a viable component of the
present and future housing stock of Bainbridge Island, subject to applicable
environmental protection, seaworthiness, sanitation and/sétdards and

r d r

In accordance with that policy, the AHTF has discussed the percentage of
allowable liveaboard boats and/or slips in marinas. We note that currently that
percentage is 10%, although it used to be 25%.

We believe that # current 10% is a very limited use of our wdiaesed
resources and does not allow the Island to use the limited resources it has to
increase affordable housing options.

Included with this letter as an additional attachmeatletter from the Harbor
Commission sent to the City Council on November 18, 2013. The Council was
discussing the SMP and new SMP regulations were being negotiated. For
reasons that are unclear to us, the 10% limit was incorporated, in spite of
several vtes held on the matter.

We are, nowhowever in new territory in 2017. Housingges andand prices
have skyrocketed and we have an affordable housing crisis ¢siahd. There
are fewrentals on the Island under $1,000 per month. We are unaware of any
homes for sale for under $125,000.

Slip rents run approximately $450 per month with a-hbeard fee of about
$70 per month. If one owns a boat that can be insured, this is an affordable
alternative to land based housing for those in that income rdrages tan
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gualify for a loan and has the opportunity to buy a slip in a marina with live
aboard privileges, those slips are running $30,000 and up.

There are few, if any, options on Bainbridge Island, short of Section 8 or
subsidized housing that can tbutiese economics. Living aboard a boat is not
for everybody but some people are able to afford a very small ecological

r

In the core of Winslow, people working on Island, in Kitsap County and in
Seattle have found living onéhr boats an affordable option to traditional land
based housing.

We understand the Planning Commission is reviewing the SMP and we urge
the Commission to raise the allowable live aboard spacesdrathlé and rent
to the 25% level.

Our City has few optins for affordability any longer. As recognized by the

r
and innovative ways to provide housing for a workforce and other folks who
r r

Sincerely,

Affordable Housing Task Force
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Marcl

Re: Dave Ullin Open Water Marina

MayorMetha anddocilebrs

We wite to tg th Qacil to adpt policiedht W btHill ouDepartent
ofatral Restcesageeant fbyfangrovid bysn &g Harbr

br people wikdo live abardhir veslsiisn kepingttib
Homdeant Policy H O 5.3 ofth Gprebnsre Plan tht sates

Policy HO 5.3: Bport ater -hed[ive -abarfibengasa

viake coponent of tb presnt andfre bmng tock of
Binbd Engpct to applicale environental protection,
samrtmesanitation andatty tandrdandathried

oorag.

We ditatedismE brbr lasyear in sory ofDave Ullin andg th
Ty toretrtoitpitma min all e reportaandorrepondnce.

Ah linear oorag hotlivedtsminesandsbingeoveds tg

th Gocil to ingall all bysalloed tht boadn th pace availake br

ouDave Ullin Open Water Marina gingnto t b fre. lve -abardangs
th leasepens/e ay to b badn oukandndile hdb slles

ecologeal botprint.

We hve dne th dclt arlofnegtiatingan geeant itith DR tht
or the twchos to live on thir
batshEdrly abrdle bing Rndyle.

@ Brdle Homn@giBrce previoly tgda Hgr percentag
alloake br liveabardn @@y €nter arinasagart ofth sltion to th
crisof abrdle bngn Binbig kand
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bsBe/ug th Gacil to tak leas applications/ear rondandhot

create hrrierdo entry.

Ankyou

Brdle HomgBrce
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RE: Short Term Vacation Rentak on Bainbridge Island

Members of the City Council?

The housing element of the Bainbridge Island Comeehensi@ BAn  sets Goal HO-5 to B aintain the
existing stocf affordable and rent -assisted housingin @rtnershiiwith community non -ebfit
organi@tions and local and regional Bblic and Eidte entities .ETo sulirt this goal®he Affordable
Housing Tas@Force recommends the adokion of an ordinance to limit the use of short -term rentals on
Bainbridge Idand.

Since 2011@he third -Arty analytics site AirDNA (lintbelow) has measured a % annual growth in the
number of Airbnb rentals on Bainbridge Islandwith 133 acti rentals currently recorded. Of these
acti@ rentals? 1102 are for the entire home number that refesents more thanthree months of
inEntory in the current real estate margt. This stranded inEntory worsens the affordable housing
crisis by reducing the stoc®f long -term rentals and for-sale housing on Bainbridge Island HoweErz
we also realig that many members of our communityrely on the suBemental income generated by
these short-term rentals to afford the eBr -increasing cost of libhg®o it is necessary to control the
growth of the shortterm rental mart witho ut eliminating it all together.

In December of 2013 the Seattle City Council@ssed a n ordinance (linbelow ) limiting the number of
short term rentals Br oBrator to their Eimary residence Bis one additional unit. Although oised

by seBral oBrators with a large number of rental @RRER

G151 ] orted the small oBrator without excessi burden.
Additional consideration is needed to decide if the much smaller housing sufy on B ainbridge Island
@stifies further restricting the number of rentals to one unit Br oBrator but the success of the
Seattle law is encouraging

The Affordable Housing TasForce recommends that the City Council adoklan ordinance modeled on
the one @ssed by the City of Seattle with the following recommended changesFl) that the regulations
aly citywide@nd 2) that the regulations aly retroactigly to existing oBrators

AirDNABainbridge Island Overview

htt&tR/ww.airdna.cobharit -data@@isirashingtonBainbridge -islandBBrigzw

Seattle ShorfTerm RentalOrdinance
httEByww.seattle.goBlBiEodesrulesBiommonBestionsBhorttermrentals@lefault.htm

Seattle ShoriTerm Rental Ordinance Summary Sheet
htt&B/ww.seattle.goPocumentsPertmentsBouncilBsuesRegulatingShortTermRentalsRegul
ating-Short-Term-RentalsSummary2012 -09.df

Than@ou for your consideration
Affordable Housing TasForce
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a There is added to the Bainbgiel Island Municipal Code a new Chapter 18.92,
Cottage Housing, to read as follows:

& ]

The purpose of Cottage Housing is to encourage detached;usmtdibusing
development, in order to expand the variety of housing choices suitahiartgeaof household
types and incomes, while maintaining the character of existing neighborhoods. Cottage housing
developments should be characterized by design variations between the units, and should include
pedestrian connections that allow resideatwalk throughout the development and to any
adjacent recreational or commercial areas. The cottage housing provisions are intended to
overlay upon existing zoning districts and include their own regulations and design guidelines.
This chapter implemengsolicies H 1.6 and H 1.6A of the Housing Element of the
Comprehensive Plan.

f ]
The Cottage Housing Overlay shall'apply to th2.R, R3.5, R4.3; R5, R-8 and R14
zoning districts.

a
A. The minimum lot areéor a cottage housing development shall not be less than 14,000
square feet.
B. Each unit shall be allotted no less than 3500 square feet to accommodate the residential
unit, common and private open space, parking and circulation, storage, etc.)
C. The numbepf units in any cottage housing development shall not be less than four (4) or
more than twelve (12).

A. The total floor area of a cottage unit shall not exceed either 1.5 times the area of the main
floor or 1,200 square feet, whicheveiless.

C. The maximum main floor area for cottages shall be 800 square feet.

D. At least fifty percent (50%) of the cottages shall have main floors that do not exceed 700
square feet.

E. A notice to the title of the property that prevents any incrieabe total floor area of any
FRIAEEO0 R SPRO0 EHAR UBAS K XWIHLER

@ g

The maximum lot area covered by buildings shall not exceed forty percent (40%).

@ P
A. Common opn space. Common open space is intended to provide a centrally located area
that can be developed and maintained so it is usable for active and passive recreation. Common
open space shall be subject to the following requirements.
1. There shall be a mininmu of 400 square feet of common open space provided for each unit

in the R2.9, R3.5, and R4.3 and R5 zones. There shall be a minimum of 250 square feet

of common open space provided for each unit in #&aRd R14 zones.
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2. Common open space shall alatileast 50 percent of the cottages in a cottage housing
development.

3. Common open space shall have cottages abutting on at least two sides.

4. Common open space shall not include portions of private yards, and s