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AGENDA
KIRKLAND CITY COUNCIL MEETING
City Council Chamber
Tuesday, June 3, 2014
6:00 p.m. — Study Session
7:30 p.m. — Regular Meeting

COUNCIL AGENDA materials are available on the City of Kirkland website www.kirklandwa.gov. Information regarding specific agenda topics
may also be obtained from the City Clerk’s Office on the Friday preceding the Council meeting. You are encouraged to call the City Clerk’s
Office (425-587-3190) or the City Manager’s Office (425-587-3001) if you have any questions concerning City Council meetings, City services,
or other municipal matters. The City of Kirkland strives to accommodate people with disabilities. Please contact the City Clerk’s Office at 425-

587-3190. If you should experience difficulty hearing the proceedings, please bring this to the attention of the Council by raising your hand.

1. CALL TO ORDER
2. ROLL CALL

EXECUTIVE SESSIONS may be
held by the City Council only for the
purposes  specified in  RCW 3. STUDY SESSION
42.30.110. These include buying
and selling real property, certain

personnel issues, and itigation. The a. [Parks, Recreation and Open Space (PROS) Plan |

Council is permitted by law to have a

closed meeting to discuss labor

negotiations, including  strategy 4 EXECUTIVE SESSION

discussions.

provides an opportunity for members
of the public to address the Council : . :

o e P et which s eot. of o a. |Proclamation: June 2014 as Pride Month |
quasi-judicial nature or scheduled for
a public hearing. (Items which may b. |Emp|0yee Service Awards |
not be addressed under Items from
the Audience are indicated by an
asterisk*.) The Council will receive 6. COMMUNICATIONS

comments on other issues, whether

the matter is otherwise on the

agenda for the same meeting or not. a. Announcements

Speaker’s remarks will be limited to

three minutes apiece. No more than )

three speakers may address the b. Items from the Audience
Council on any one subject.

However, if both proponents and L.

opponents wish to speak, then up to c. Petitions

three proponents and up to three

e o fhe matter may 7. SPECIAL PRESENTATIONS



http://www.kirklandwa.gov/

Kirkland City Council Agenda

QUASI-JUDICIAL MATTERS
Public comments are not taken on
quasi-judicial matters, where the
Council acts in the role of
judges.  The Council is legally
required to decide the issue based
solely upon information contained in
the public record and obtained at
special public hearings before the
Council. The public record for quasi-
judicial matters is developed from
testimony at earlier public hearings
held before a Hearing Examiner, the
Houghton Community Council, or a
city board or commission, as well as
from written correspondence
submitted within certain legal time
frames. There are special guidelines
for these public hearings and written
submittals.

ORDINANCES are legislative acts
or local laws. They are the most
permanent and binding form of
Council action, and may be changed
or repealed only by a subsequent
ordinance. Ordinances normally
become effective five days after the
ordinance is published in the City’s
official newspaper.

RESOLUTIONS are adopted to
express the policy of the Council, or
to direct certain types of
administrative action. A resolution
may be changed by adoption of a
subsequent resolution.

PUBLIC HEARINGS are held to
receive  public comment on
important matters before the
Council. You are welcome to offer
your comments after being
recognized by the Mayor. After all
persons have spoken, the hearing is
closed to public comment and the
Council proceeds with its
deliberation and decision making.

8.

10.

11.

June 3, 2014

CONSENT CALENDAR

a. Approval of Minutes:

(1)[May 20, 2014 |

(2)[May 21, 2014 Special Meeting |

Audlit of Accounts:

Payroll $
Bills $

General Correspondence

Award of Bids

(1)

(2)

2014 Striping Project Schedules A, B, C1, and C2, Specialized Pavement
Marking, Tualatin, Oregon

Cross Kirkland Corridor Interim Trail, Rodarte Construction, Inc., Auburn,

Washington

Acceptance of Public Improvements and Establishing Lien Period

(1)

(2)

2013 Street Preservation Program - Phase II Street Overlay Project,
Watson Asphalt Paving Company Inc., Redmond, Washington

Annual Sidewalk Maintenance Program Project, AGR Contracting,

Monroe, Washington

Approval of Agreements

Other Items of Business

(1)

Ordinance 0-4443 and its Summary, Granting Astound Broadband, LLC
a Non-Exclusive Franchise for the Transmission of Telecommunications
In, Through, Over and Under the Rights-of-Way of the City of Kirkland.

PUBLIC HEARINGS

UNFINISHED BUSINESS

a. |Draft 2013 Park Levy Accountability Report |

b. [ Norkirk Light Industrial Technology (LIT) Zone Update |

NEW BUSINESS

a.

Resolution R-5057, Expressing the City Council’s Support for Regional
Transfer Of Development Rights and the City Council’s Willingness to
Consider Regional Transfer of Development Right Policies as Part of the
Comprehensive Plan Update and Implementing Development Regulations,
File No CAM13-1936.
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NEW BUSINESS consists of items
which have not previously been
reviewed by the Council, and which
may require discussion and policy
direction from the Council.

ITEMS FROM THE AUDIENCE
Unless it is 10:00 p.m. or later,
speakers may continue to address
the Council during an additional
Items from the Audience period;
provided, that the total amount of
time allotted for the additional
Items from the Audience period
shall not exceed 15 minutes. A
speaker who addressed the Council
during the earlier Items from the
Audience period may speak again,
and on the same subject, however,
speakers who have not yet
addressed the Council will be given
priority. All other limitations as to
time, number of speakers, quasi-
judicial matters, and public
hearings discussed above shall

apply.

12.  REPORTS

a. City Council Reports

(1) Finance and Administration Committee

(2) Planning, and Economic Development Committee
(3) Public Safety Committee

(4) Public Works, Parks and Human Services Committee

(5) Tourism Development Committee

(6) Regional Issues

b. City Manager Reports

(1) Calendar Update

13. ITEMS FROM THE AUDIENCE

14.  ADJOURNMENT

June 3, 2014
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MEMORANDUM
To: Kurt Triplett, City Manager
From: Jennifer Schroder, Director
Michael Cogle, Deputy Director, Parks & Community Services
Date: May 13, 2014
Subject: Kirkland Parks, Recreation, and Open Space Plan

Recommendation
That the City Council reviews the Draft Kirkland Parks, Recreation, and Open Space Plan (PROS
Plan) and provides feedback prior to final adoption at the August 6 Council meeting.

Background

The Parks and Community Services Department and Park Board have been working with the
community on an update to the City’s Parks, Recreation, and Open Space (PROS) Plan for the
several months. The PROS Plan received a nominal update prior to the 2011 annexation in
order to maintain City eligibility for certain grant programs, but the Plan has not been fully
updated since 2003. An update to the PROS Plan is timely in that it provides the City an
opportunity to engage the entire larger community (post-annexation) while coinciding with the
broader Kirkland 2035 Comprehensive Plan update process.

The completed Draft Plan can be found on the City’s website here. Both an Executive Summary
(6 pages) and the Goals and Policies section of the Plan (18 pages) are included as attachments
to this memorandum.

Staff will be providing an overview of the PROS Plan and seeking suggestions, comments and
feedback from the Council at the Study Session. Unless there are significant changes proposed
by the Council, the current schedule would have the PROS Plan returning to the Council at the
August 6 Council meeting for final adoption.

Attachments:

1 — Executive Summary
2 — Goals & Policies


http://www.kirklandwa.gov/depart/parks/Park_Planning___Development/PROS_Plan_Update.htm

E-page 5

EXECUTIVE SUMMARY

This Parks, Recreation and Open Space Plan is a six-year guide and strategic plan
for managing and enhancing park and recreation services in Kirkland. It establishes
a path forward for providing high quality, community-driven parks, trails, open
spaces and recreational opportunities. The Plan provides a vision for the City’s park
and recreation system, proposes updates to City service standards and addresses
departmental goals, objectives and other management considerations toward the
continuation of high quality recreation opportunities to benefit the residents of and
visitors to Kirkland.

This Plan was developed with substantial input and direction of Kirkland residents.
The Plan inventories and evaluates existing park and recreation areas, assesses the
needs for acquisition, site improvements and operations and offers specific policies
and recommendations to achieve the community’s goals.

Mission
The mission of the Parks and Community Services Department is to support a
healthy and sustainable community by providing high quality parks and recreation

services, ensuring a collaborative community response to basic human needs and
protecting our natural areas.
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We will preserve and maintain park lands and open spaces to create safe places

for people to visit. We will conserve and sustain natural areas for the benefit and
enjoyment of current and future generations. We will provide comprebensive year-
round recreation opportunities to enhance physical, mental and social well-being. We
will establish partnerships to ensure a comprehensive system of programs, facilities and
services are available to meet the recreation and human service needs of the Kirkland
community.

This mission provided the foundation for the goals, objectives, recommendations and
guidelines found throughout the Plan.

Kirkland’s Park and Recreation System

Kirkland’s diverse park system includes over 588 acres of parkland and open spaces,
including community and neighborhood parks and natural areas. In addition, other
public parks and open spaces, such as Big Finn Hill Park and school partnership sites,
add another 366 acres of diverse parkland. The City’s 12.8 miles of trails and park
paths connect people to parks, neighborhoods and other community destinations.
The City also offers a diverse array of recreation, sports, fitness, arts, music and self-
improvement classes and programs for all ages.

Kirkland is fortunate to have a number of large parks owned by other public agencies
that are within, or adjacent to, the city limits. These parks help meet local recreation
needs and contribute significantly to the overall quality and diversity of parks and
recreation in Kirkland. These sites include Saint Edward State Park, Bridle Trails

State Park, Totem Lake Park, Big Finn Hill Park, OO Denny Park and a number of
school facilities with sport fields and indoor gymnasiums.

Kirkland is a stable and maturing community with many families and children.
As the City responds to the needs of its new residents and the operating demands
of its existing facilities, new investments in parks and recreation will be necessary
to meet the needs of the community, support youth development, provide options
for residents to lead healthy active lives and foster greater social and community
connections.

Goals and Policies

This Plan includes goals and objectives intended to guide City decision-making to
ensure the parks and recreation system meets the needs of the Kirkland community
for years to come. These goals and objectives were based on community input and
technical analysis. They include:

Community Engagement

m  Encourage and support active and ongoing participation by diverse community
members in the planning and decision-making for parks and recreation.

Neighborhood & Community Parks

m  Acquire additional parklands necessary to adequately serve the City’s current and
future population based on adopted service levels.

vi
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m  Improve park sites to meet the active and passive recreational needs of Kirkland
residents.

m  Maintain and enhance Kirkland’s waterfront parks to connect residents with the
water and provide unique recreational experiences.

Trail Network

m  Develop a network of shared-use pedestrian and bicycle trails to enable
connections within parks and between parks, nearby neighborhoods, public
amenities, and major pedestrian and bicycle routes identified in the Active
Transportation Plan.

m  Develop, enhance and maintain signature greenways and trails that stretch across

the community and that connect residents to the City’s many parks, natural areas,
recreation facilities and other amenities

Recreation Facilities & Programming

m  Provide a variety of recreational services and programs that promote the health
and well-being of residents of all ages and abilities.

m  Maintain and enhance Kirkland’s community centers to provide recreational
opportunities, community services and opportunities for residents to connect,
learn and play.

m  Provide opportunities for aquatic recreation through the City’s pools and lakefront
facilities.

m  Provide programming and services that support recreation and learning for target
populations, including youth, teens, adults and older adults.

m  Strive to reduce barriers to participation and provide universal access to facilities
and programs.

m  Establish and operate specialized recreational facilities (e.g. action sports facilities,
off leash areas, skateparks, community gardens) to respond to identified public
needs, as appropriate.

Athletics

m  Provide a citywide system of sports fields and programs to serve field sport needs
of the community, in partnership with the Lake Washington School District, local
sports organizations, and other regional providers.

m  Provide and enable access to a citywide system of indoor and outdoor sports

courts, gymnasiums and programs for Kirkland residents.

Conservation & Stewardship

Preserve significant natural areas to meet outdoor recreation needs, provide
opportunities for residents to connect with nature, and meet habitat protection
needs.

Restore and manage City-owned or managed natural areas to protect and enhance
their ecological health, sensitive habitats and native species.

Restore Kirkland’s shoreline on Lake Washington in accordance with the
Shoreline Restoration Plan to improve habitat, hydrology and recreational
opportunities.

Protect and improve the City’s natural systems or features for their value in
providing ecosystem and infrastructure services.

Promote environmental stewardship and education through informational signage,
materials, programs and partnerships.

Executive Summary

vii
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Work cooperatively with resource management agencies and citizens to care for
streams, enhance and protect urban forests and wetlands, improve wildlife habitat,
and provide limited public access.

Planning, Design & Maintenance

Develop and maintain system-wide and site-specific plans for the development and
management of the park and recreation system to guide future actions.

Design and develop park sites and facilities to maximize recreational value and
experience while minimizing maintenance and operational costs and negative
environmental and community impacts.

Actively manage Kirkland’s park and recreation assets to ensure consistent service
delivery, reduce unplanned reactive maintenance, and minimize economic, public
health, and environmental risks.

Administration & Management

Provide leadership and management of the park, recreation and open space system

throughout the City.

Provide sufficient staff resources to maintain the overall parks and recreation
system to the City’s standards.

Promote volunteerism to involve individuals, groups, organizations and businesses
in the development and stewardship of the park and recreation system.

Provide informative, convenient, timely and consistent signage, communication
and informational materials to help residents engage with and fully utilize the
City’s many recreational resources.

Use traditional and new funding sources to adequately and cost-effectively
maintain and enhance the quality of Kirkland’s park and recreation system.
Pursue and maintain effective partnerships with neighboring cities, King County,
Lake Washington School District, other governmental agencies, and private and
non-profit organizations to plan and provide recreation activities and facilities and

maximize opportunities for public recreation.

Level of Service Standards

This Plan proposes adjustments to the City’s service standards for parks and

recreation facilities to achieve community goals within projected resources. These

standards include:

Community Parks: This Plan proposes an increase in the acreage standard
for community parks to 2.25 acres per 1,000 people to emphasize the relative
importance of community parks within the park system. The City is currently
meeting this standard, but it will need to acquire an additional 14 acres of
parkland to meet the needs of future residents.

Neighborhood Parks: This Plan proposes to reduce the neighborhood park
standard from 2.06 to 1.5 acres per 1,000 people. Although the standard is
reduced, an existing and future acreage deficit remains; however, the City’s primary
focus should be toward the acquisition of new neighborhood park sites to fill the
documented gaps in parkland distribution.

Natural Parks & Open Space: This Plan also proposes the elimination of numeric
standards for natural parks and open space. While numerical planning standards

viii
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are common for helping to determine a desirable number of neighborhood parks
per thousand residents, they do not translate easily to natural parks because the
uniqueness of the land base itself. While it is still important for the City to protect
sensitive lands to set them aside as part of a greenspace system, priority should

be focused toward either the acquisition of or negotiation for additional, adjacent
natural park lands to ensure the protection of unique or special habitat areas and
sufficient land is available to accommodate future trail connections.

m  Specialized Facilities: This Plan includes standards for a variety of specific
recreation facilities, such as athletic fields, pools and sport courts. The Plan
proposes revisions to the standards for skateparks, tennis courts and pools to
better align the existing demand for these facilities to the likely development of
new facilities city-wide.

Future Improvements

The City of Kirkland is anticipated to grow to approximately 94,000 residents over
the next 20 years. Serving existing and future residents will require improvements
to existing parks and expansion of the park, trail and recreation system. The 6-
year Capital Facilities Plan proposes approximately $11.5 million of investment in
acquisition, development and renovation of the parks system over the next six years
and identifies additional investment priorities for the future.

Figure ES1: Capital Facilities Plan Summary by Classification & Type

Project Type Acquisition Development Renovation
Park Acquisition, Development & Improvement $ 6,550,000 | $ 19,124,500 | $ 2,698,000 || $ 28,372,500
Community Centers $ -1$ 50,000,000 | $ 2,160,000 || $ 52,160,000
Athletic Fields & Facilities $ 1,500,000 | $ -1$ 4,495,000 || $ 5,995,000
Trails & Greenway Connections $ -1$ 19,680,000 | $ - $ 19,680,000
Natural Area Restoration & Stewardship $ -1$ 265,000 | $ 10,370,000 || $ 10,635,000
TOTAL| $ 8,050,000 [ $ 89,069,500 | $ 19,723,000 || $ 116,842,500

To ensure existing parks provide desired recreational amenities and opportunities,
the Plan includes investments in the development and improvement of neighborhood
and community parks. For example, development of Edith Moulton Park will greatly
expand park access and resources for surrounding neighborhood and the community
as a whole. Major improvements at the North Kirkland Community Center will
prepare this popular center for enjoyment for decades to come. The Plan also
proposes smaller improvements throughout the park system to enhance accessibility,
safety and usability of park features.

The Plan includes a significant land acquisition program to ensure sufficient land

for outdoor recreation in recognition of the City’s new, larger boundary. It identifies
target acquisition areas to secure parkland, gain access rights along key trail corridors
and fill gaps in neighborhood park access.

To connect Kirkland’s residents to destinations throughout the City and provide
options for walking, biking and rolling, the Plan proposes development of a few
signature trail corridors, such as the lakeway trail, bay to valley trail and an eastside

Executive Summary

ix
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trail. These trail corridors will connect residents to the wealth of parks, natural areas,
recreation facilities and other amenities the City has to offer.

Implementation Strategies

Partnerships & Community Collaboration

Dedicated coordination and collaboration with other public divisions and agencies, as
well as private and community organizations, businesses and Kirkland residents, will
greatly enhance the City’s ability to fulfill the community’s aspirations and the goals
of this Plan.

Through enhanced internal coordination, the City can pursue trail corridors

that meet both recreation and transportation needs and utilize the development
review process to identify trail easement and set-aside opportunities. Continued
partnerships with the Lake Washington School District and nearby cities can
improve recreation options for Kirkland residents through joint use, development and
programming of park and recreation facilities. This is especially true regarding the
potential for a new aquatics facility to replace the Juanita Aquatics Center.

The Kirkland community has a history of, and an expressed interest in, contributing
to the development and stewardship of the City’s park, natural areas and recreation
resources. Enhanced partnerships with youth sports, service and civic organizations
can capitalize on volunteer efforts to expand recreational programming and improve
the condition of the City’s parks, while also fostering a stronger sense of community
pride and ownership in park facilities. Partnerships with regional healthcare providers
can expand the community’s access to recreation programs and services and enhance
community health and social engagement. Finally, by engaging property owners, the
City can open opportunities to expand the park and trail system, while protecting
critical natural resources.

Funding

The City of Kirkland currently relies on Park Impact Fees (PIF), Real Estate Excise
Tax (REET), voter-approved levies and general funds to finance individual projects.
Additional, dedicated funding may be required to finance upgrades to and growth in
the parks and recreation system to meet community needs. Updating the existing PIF
program, which assesses fees on new development to meet the increased demand for
parks resulting from the new growth, will allow the City to obtain future acquisition
and development funding from residential development. A short-term bond or levy
could augment other revenues to support a new recreation center with aquatics,
parkland acquisitions and development, trail development, waterfront opportunities
and general park element upgrades. Such mechanisms would require both political
and public support. State and federal grant programs offer additional potential
opportunities to leverage available local revenues to fund specific development
projects.
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GOALS & OBJECTIVES

Overview

The goals and objectives described in this chapter define the park and recreation
services that the Kirkland community aims to achieve. These goals and objectives
were derived from input received throughout the planning process, from city staff and
officials, the Park Board, community members and stakeholders.

Service Philosophy

A Philosophy of Service, as described in the 2010 PROS Plan, provided a foundation

upon which to expand and elaborate specific service policies and actionable objectives.

Eleven key concepts have been identified which are fundamental to the delivery of
parks and recreation services in the Kirkland community.

1. Quality: Providing high quality parks and recreational services to the community
is a core value. It is very important to strive for excellence through efficient,
accurate and skillful performance in every process, service and product the City
delivers. To provide high quality services and products, employees must have the
necessary means and support.
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Balance: A parks and recreation system should provide its citizens a diversity of
open space, parks and recreation facilities, and recreation service opportunities to
meet the needs of different age groups, abilities and interests.

Responsiveness: Listening to, informing, educating and involving citizens in parks,
recreation and service issues is vital to providing a responsive, effective and high
quality parks system and recreation programs. Citizen participation in decisions
that involve facilities and programs ensures that park facilities and recreation
programs reflect community needs.

Beauty: Parks and open spaces provide settings for people to recreate, and they
enhance the beauty and visual character of the City. As new parks are developed
and older ones are renovated, it is important to create and retain natural beauty in
the parks system for which the City is so well known.

Health: City parks and recreation services contribute significantly to the health
and well being of a community by providing opportunities and settings for
physical and mental health. Physical health needs can be met by fitness activities,
organized and supervised recreation programs and safe and functional trails

for walking, jogging and bicycling. Mental health demands can be satisfied with
programs for life-long learning, and open spaces provide relief from stress.

Future Orientation: Admirable foresight on the part of Kirkland’s past citizens,
elected representatives and City officials created the waterfront and park system
that we enjoy today. The City’s park system adheres to a strong future orientation.
Parkland should be acquired to meet the demands of a changing population and
for future generations. In the distant future, it will be important that Kirkland
citizens be able to reflect positively on the actions which were taken to acquire
land for parks and facilities, for themselves and for their children. Kirkland has
always demonstrated a spirit of vision and strives to keep that spirit alive.

Environmental Stewardship: Kirkland is fortunate to have many important
natural areas, including wetlands, urban forests, sensitive slopes and wildlife habit
resources in our park system. The existence of these natural areas offers a variety
of opportunities for aesthetic, recreational and educational activities. Wetlands
serve as wildlife and recreation resources, and protect water quality by trapping
sediments and absorbing pollutants as nutrients. Preserving wildlife habitat,
water quality and forested areas is an important aspect of good park resource
management. The City will continue its commitment to managing and protecting
the park system’s natural and fragile resources, as well as working to educate and
inform the community as to their ecological and economic value.

Efficiency: Efficient management of available resources is important in retaining
a high quality park system and recreation program. Efficient management also
incorporates cost recovery for some parks and recreation services. Through
cooperative efforts with the private sector and volunteer groups, greater efficiency
and improvement of services can be realized.

Opportunity: A large segment of the population does not have the opportunity,
financial resources or inclination to participate in private recreation. It is the
City’s responsibility to provide parks and recreation facilities and programs that
are sensitive to the needs and resources of the community. People with limited
financial resources, disadvantaged youngsters, the elderly, the disabled and others
with special needs should have access to programs and facilities. Assistance to
those most in need will improve the quality of their lives and also help prevent
social problems such as delinquency and alienation.

20
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10. Partnerships: The City should forge effective new partnerships and strengthen
existing ties with public and private service providers. Partnerships allow the City
and other agencies to share resources and avoid unnecessary duplication of service.
Partnerships enable the use of unique and special areas of expertise. Partnerships
with the Lake Washington School District, King County, neighboring cities and
other service providers are essential to plan for future open space and recreational
needs as land becomes more scarce and funding resources diminish.

11. Security & Safety: The public needs to feel safe and secure when visiting parks
and recreational facilities. Effective signage and regulations lets users know of
unwanted activities. Retaining visibility into parks through good maintenance
and planting enhances overall safety and security. Cooperation with the Police
Department provides safety through the identification of problem areas, and the
display of visible signage enables effective police enforcement.

Goals & Objectives 21
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Goals, Policies & Objectives

Taken together, the goals and objectives provide a framework for the Parks,
Recreation and Open Space Plan. A goal is a general statement describing an outcome
the City wishes to provide. Goals typically do not change over time unless community
values shift. Policies are more specific, measurable statements that describe a means
to achieving the stated goals. Objectives are specific actions intended to implement
and achieve the goals and policies and are contained in subsequent chapters of the
Plan. The Kirkland Comprehensive Plan outlined a number of policy statements
pertinent to the provision of parks and recreation and for land stewardship and were
a starting reference for the detailed policies and objective in this Plan.

Goals

The three primary goals of the Parks and Community Services Department are to:

1. Acquire, develop, and renovate a system of parks, recreational facilities and open
spaces that are attractive, safe, functional and available to all segments of the
population.

2. Enhance the quality of life in the community by providing services and programs
that offer positive opportunities for building healthy productive lives.

3. Protect, preserve and restore publicly-owned natural resource areas.

These goals are in alignment with the National Recreation and Parks Association’s
Three Pillars, which are foundational concepts adopted by the national organization
in 2012. These core values (below) are crucial to improving the quality of life for all
Americans by inspiring the protection of natural resources, increasing opportunities
for physical activity and healthy eating and empowering citizens to improve the
livability of their communities.

m  Conservation — Public parks are critical to preserving our communities natural
resources and wildlife habitats, which offer significant social and economic benefits.
Local park and recreation agencies are leaders in protecting our open space, connecting
children to nature and providing education and programs that engage communities in
conservation.

m  Health and Wellness — Park and recreation departments lead the nation in improving
the overall health and wellness of citizens, and fighting obesity. From fitness programs,
to well-maintained, accessible, walking paths and trails, to nutrition programs for
underserved youth and adults, our work is at the forefront of providing solutions to
these challenges.

m  Social Equity — We believe universal access to public parks and recreation is
fundamental to all, not just a privilege for a few. Every day, our members work hard
to ensure all people have access to resources and programs that connect citizens, and in
turn, make our communities more livable and desirable.

Policies & Objectives

The following pages detail specific policies and objectives in support of the City’s
goals for its parks and recreation system.

22
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1. Community Engagement

Policy 1.1 - Community Involvement
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Encourage and support active and ongoing participation by diverse community members in the planning

and decision-making for parks and recreation.

Actions/Objectives

m  Involve residents and stakeholders in park
and recreation facility planning, design
and recreation program development to
solicit community input, facilitate project
understanding and build public support.

m  Employ innovative strategies to improve
community involvement in park and recreation
planning efforts.

m  Support the Park Board as the forum for
public discussion of parks and recreation
issues.

m Integrate park planning with the neighborhood

planning process and pursue opportunities

2. Neighborhood & Community Parks
Policy 2.1 - Park Acquisition

to partner with residents and neighborhood
groups to improve, maintain and monitor local
parks, natural areas and trails.

Monitor the success of public involvement
efforts over time.

Identify underrepresented segments of the
community and work to improve their capacity
to participate in park planning and decision-
making,

Survey, review and publish local park and
recreation preferences, needs and trends at
least once every six years.

Acquire additional parklands necessary to adequately serve the City’s current and future population based

on adopted service levels.

Actions/Objectives
m  Provide a service standard of 1.5 acres per
1,000 persons of developed neighborhood
parks and 2.25 per 1,000 residents of
developed community parks.

m  Proactively seek parkland identified within
this plan, in both developed and undeveloped
areas, to secure suitable locations for new
parks to serve future residents. Evaluate
acquisition opportunities based on criteria
such as improvement to existing level of
service, connectivity, preservation and scenic or
recreational opportunities for residents.

m  To provide equitable park distribution,
prioritize park acquisition in underserved areas
where households are more than % mile from a

developed park.

Prioritize park acquisition in areas of the City
facing population growth and residential and
commercial development.

Establish or improve urban public services in
newly annexed areas, as funds are available, to
meet established levels of service.

Evaluate opportunities to acquire lands
declared surplus by other public agencies for
park and recreation use.

Pursue low-cost and/or non-purchase options
to preserve open space, including the use of
conservation easements and development
covenants.

When considering vacation of any right-of-

way, consider its appropriateness for use as
public park or open space.

O g

Goals & Objectives
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Policy 2.2 - Park Improvement

Attachment 2

Improve park sites to meet the active and passive recreational needs of Kirkland residents.

Actions/Objectives

Prioritize park development in areas where
service level deficiencies exist (where
households are more than % mile from a
developed park).

Prioritize development of existing park sites in
areas of the City facing population growth and
residential and commercial development.

3. Waterfront Parks
Policy 3.1 - Waterfront Parks

Maintain and enbance Kirkland’s waterfront parks to connect residents with the water and provide unique
recreational experiences.

Actions/Objectives

Pursue opportunities to acquire additional
privately held waterfront parcels as available;
particularly sites that might create needed
connections for a more continuous lakefront
corridor or will provide lake access in
underserved areas.

Consider opportunities to retain and
repurpose street ends to create water
access points and explore opportunities for
cooperative or joint use ventures.

Develop park sites based on master plans,
management plans, or other adopted strategies
to ensure parks reflect local needs, community
input, recreational and conservation goals, and
available financial resources.

Require that new development provide funds
or parkland for concurrent park development
and maintenance consistent with the City’s
standards for parks and facilities.

Encourage non-motorized small craft water-
oriented activities/programs along the
shoreline where appropriate and consistent
with public interest and needs.

Strive to design, develop, and operate
waterfront facilities in ways that limit negative
environmental impacts.

Develop Forbes Lake and Totem Lake Parks
to expand water-related recreation, including
walking trails, wildlife viewing, and interpretive
opportunities in eastern portions of the City.
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4. Trail Network
Policy 4.1 - Trail System
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Develop a network of shared-use pedestrian and bicycle trails to enable connections within parks and
between parks, nearby neighborhoods, public amenities, and major pedestrian and bicycle routes identified
in the Active Transportation Plan.

Actions/Objectives

Coordinate trail system planning and
development with the City’s Action
Transportation Plan to provide a
comprehensive pedestrian and bicyclist
network.

Facilitate and provide for a high degree of trail
connectivity from core signature trails, such as
the Cross Kirkland Corridor, to neighborhood,

park and waterfront destinations.

Partner with local utilities, public agencies and
private landowners to secure trail easements
and access to open space for trail connections.

Provide trailhead accommodations, as
appropriate, to include parking, signage,
restrooms and other amenities.

Policy 4.2 - Signature Trails & Connections

Integrate the siting of proposed trail segments
into the development review process; require
development projects along designated trail
routes to be designed to incorporate trail
segments as part of the project.

Implement trail signage standards, route and
wayfinding signage for trails and associated
facilities and informational maps and materials
identifying existing and planned trail facilities.

Work with Metro Transit to provide transit
service to trailheads, parks, and recreation
facilities.

Develop, enbance and maintain signature greenways and trails that stretch across the community and that
connect residents to the City’s many parks, natural areas, recreation facilities and other amenities.

Actions/Objectives

Kirkland Waterfront: Strive to create

a continuous pedestrian and bicyclist
greenway along the lakeshore through parks,
neighborhood greenway improvements, and
trail easements.

Cross Kirkland Corridor: Participate in

the planning and development of the Cross
Kirkland Corridor, to create a signature, multi-
modal, green transportation and recreation

corridor through Kirkland.

Develop or improve parks adjacent to the
Cross Kirkland Corridor to provide additional
amenities and create pleasant destinations or
stopping points along the trail.

Bay to Valley Connection: Build on the City's
existing parks and natural areas along Forbes
Creek and NE 100th Street to create an east-
west trail that connects users from Juanita
Bay through central Kirkland and into the
Sammamish Valley.

Finn Hill Connection: Consider protection
and development of a greenway and trail
corridor from Forbes Creek to Juanita Heights
and Saint Edward State Parks to connect
existing trail systems and provide additional
recreational amenities.

Eastside Powerline Corridor: Explore
opportunities to develop a north-south trail
under the Seattle City Light (SCL) power
lines to link eastside neighborhoods to Bridle
Trails State Park and other existing parks,
the Cross Kirkland Corridor, major retail
and employment destinations, and to other

neighborhoods.
Lakes-to-Locks Water Trail: Support the

continued implementation of the Lakes-to-
Locks Water Trail to provide water trails along
Lake Washington and adjoining waterbodies.

Goals & Objectives
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5. Recreation Facilities & Programming

Policy 5.1 - Recreation Services

Attachment 2

Provide a variety of recreational services and programs that promote the health and well-being of residents

of all ages and abilities.

Actions/Objectives
m  Enhance the diversity of programs offered,
focusing on programs that are in high demand
or serve a range of users.

m  Design programming and services to meet
the needs diverse users, including at-risk
communities or those with special needs.

m  Improve the accessibility of programs, by
holding classes and activities at locations
throughout the community and at affordable
rates; and

m  Maintain and enhance program scholarships

and other mechanisms to support recreation
access for low-income residents.

m  Monitor local and regional recreation trends
to ensure community needs and interests are
addressed by available programming.

Policy 5.2 - Community Centers

Evaluate and improve recreational services
and programs to meet identified cost recovery
goals.

Continue to expand partnerships with the
School District, private non-profit agencies
such as the Boys and Girls Club and YMCA,
private fitness clubs and the local businesses to
provide recreation services.

Promote and coordinate recreational
opportunities provided by partners to help
connect residents with options to learn and
recreate.

Maintain and enbance Kirkland’s community centers to provide recreational opportunities, community
services and opportunities for residents to connect, learn and play.

Actions/Objectives

m  Manage Kirkland’s existing community centers
to provide a diverse array of recreational
programs, services and experiences for all City
residents.

m  Examine the need for additional community
recreation facility space to meet indoor
recreation needs for athletics, recreation
classes, and meeting space.

Consider development of an additional multi-
use indoor facility that provides space to
provide a comprehensive recreation program to
Kirkland residents.

Assess the financial feasibility prior to
development of any new community center.

Consider partnerships for joint facility
acquisition, development, and maintenance.
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Provide opportunities for aquatic recreation through the City’s pools and lakefront facilities.

Actions/Objectives

m  Maintain and enhance aquatics facilities and
programs at existing outdoor and lake sites.

m  Explore opportunities to develop an indoor
aquatic facility, potentially in partnership with
other organizations or agencies. Consider
financial feasibility and long term operations
needs prior to construction of any new facility.

Policy 5.4 - Recreation Programs for All Ages

Explore opportunities to retrofit Peter

Kirk Pool for year-round use, either as a
heated open-air facility or as a facility with a
removable inflatable cover.

Provide programming and services that support recreation and learning for target populations, including

youth, teens, adults and older adults.

Actions/Objectives

m  Continue to expand and diversify its popular
youth programs to meet the growing need for

engaging, affordable, safe options for children.

m  Partner with the Lake Washington school
district, community partners, recreation
providers, and sports organizations to offer
both drop-in and structured programs in
sports; art, music and dance; and educational
and environmental activities for youth.

m  Build on existing partnerships with the YMCA
and local sports organizations to expand teen
programming to include additional individual

Policy 5.5 - Universal Access & Inclusion

athletics, fitness, and alternative sports
programs.

Explore options to expand the quantity
and breadth of adult programs offered, in
partnership with other recreation providers
and organizations.

Continue to provide and expand opportunities
for seniors to engage in social, recreational,
educational, nutritional, and health programs
designed to encourage independence, in
partnership with community agencies.

Strive to reduce barriers to participation and provide universal access to facilities and programs.

Actions/Objectives

m  Design future improvements to parks,
recreation facilities and trails in compliance
with the guidelines of the Americans with
Disabilities Act and with universal accessibility
in mind.

m  Develop an ADA transition plan to improve
accessibility in parks and facilities.

m  Explore options to develop highly accessible,
barrier-free facilities and trails.

m  Continue to develop and offer recreational

programs for youth and adults with special
needs and support inclusion opportunities in
all programs.

Explore and cultivate partnerships with
community organizations and regional
providers to improve services and accessibility
of recreation opportunities.

Continue to outreach and provide accessibility
information for people with disabilities to
increase awareness of recreation opportunities.

O g

Goals & Objectives
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Policy 5.6 - Specialized Recreational Facilities

Attachment 2

Establish and operate specialized recreational facilities (e.g. action sports facilities, off leash areas,
skateparks, community gardens) to respond to identified public needs, as appropriate.

Actions/Objectives

Provide facilities for alternative or emerging
sports, such as skateboarding, BMX, mountain
biking, ultimate frisbee, disc golf, climbing and
parkour, to offer residents a more diverse range
of recreational experiences.

Consider local needs, recreational trends,

and availability of similar facilities within the
City and region when planning for specialized
recreational facilities.

Encourage the development of specialized
facilities that generate revenues to offset the
cost of their operation and maintenance.

Explore opportunities to partner with

local organizations to develop and manage
specialized facilities.

Design and manage special facilities to
accommodate compatible, multiple purposes
and uses, when appropriate.

6. Athletics
Policy 6.1 - Field Sports

Provide a citywide system of sports fields and programs to serve field sport needs of the community, in
partnership with the Lake Washington School District, local sports organizations, and other regional

providers.
Actions/Objectives

m  Prove sport fields to the service standards
noted in Chapter 10.

m  Enhance maintenance, investments and safety
of sports fields to better serve recreation users
and extend playing seasons.

m  Assess overall sports fields needs on a regular
basis, based on existing inventories and local
participation trends.

m  Explore options to use existing sites more

efficiently and/or acquire additional field space
to meet capacity needs.

Consider siting additional off leash areas in
suitable parks, where off-leash use is safe and
would have limited environmental impacts.

Strengthen partnerships with KDOG to

develop and manage addition off leash areas.

Maintain and enhance signage and
enforcement of leash laws in parks or natural
areas where only on-leash activities are
allowed.

Provide community gardens at suitable sites to
provide opportunities for gardening, healthy
eating and social connections and to encourage
productive landscapes.

Consider developing and managing community
and experiential gardens in partnership with
community organizations or educational
programs, such as the Environmental
Horticulture program at Lake Washington
Institute of Technology.

Evaluate opportunities to include sports fields
in the development of new community parks.

Consider resurfacing existing or new fields
to artificial turf to allow more intensive use
of field space, extend field seasons, and limit
play cancellations due to rain and muddy
conditions.

Continue active partnerships with the Lake
Washington School District and other
recreation providers and actively explore
opportunities for greater joint use of facilities.
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m  Cooperative agreements between the agencies
should identify opportunities and define
responsibilities regarding field planning,
acquisition, development, improvement,
maintenance and operations; as well as clarify
scheduling, decision-making and revenue
sharing objectives and structures.

m  Explore partnership opportunities with other
public and private agencies and organizations,
including King County and Northwest

University to meet long-term field needs.

m  Continue and enhance partnerships with
local sports organizations to provide sports
programs for youth and adults.

Policy 6.2 - Indoor & Outdoor Court Sports
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Consider development of a larger field complex
or tournament site, to increase field capacity
and serve as a regional destination.

Monitor the condition, investment needs and
usage rates of various field facilities to plan for
long-term maintenance and capital needs.

Assess field usage policies on a regular basis to
ensure they continue to meet the needs of the
City, user groups, and neighbors.

Update field usage fees periodically and when
significant field improvements are made to
address cost recovery and equity objectives.

Provide and enable access to a citywide system of indoor and outdoor sports courts, gymnasiums and

programs for Kirkland residents.

Actions/Objectives
m  Consider installing basketball, volleyball, and/
or tennis courts in future community parks or
community centers.

m  Explore options to develop half-court
basketball courts in neighborhood parks, as
appropriate, particularly in underserved areas
or where there is expressed neighborhood
interest,

Maintain and enhance the City’s partnership
with the Lake Washington School District for
use of their gymnasiums and athletic fields for
organized recreation and sports activities.

Provide and enhance tennis, basketball and

volleyball programs for youth and adults.

O g

Goals & Objectives
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7. Conservation & Stewardship

Policy 7.1 - Natural Area Preservation

Attachment 2

Preserve significant natural areas to meet outdoor recreation needs, provide opportunities for residents to

connect with nature, and meet babitat protection needs.

Actions/Objectives

Preserve high resource value, significant, or
connected natural resource areas through
acquisition or other protection (e.g.
conservation easements) as they become
available.

Prioritize particularly high value resources,
or those that create important wildlife and

recreation connections within the existing
system for preservation.

Preserve and enhance greenways and other
corridors that provide wildlife habitat
connectivity.

Explore opportunities to convert underutilized
active recreation areas to natural areas.

Policy 7.2 - Natural Area Restoration & Management

Restore and manage City-owned or managed natural areas to protect and enhance their ecological bealth,
sensitive habitats and native species.

Actions/Objectives

Actively work to improve the condition of
City-owned natural areas through invasive
species removal; planting of native species;
restoration of urban forests, creeks, wetlands
and other habitat; and improvement of
hydrological conditions.

Utilize integrated pest management (IPM)
techniques.

Maintain a system-wide natural area
management plan which integrates with the
City’s urban forestry management planning.

Pursue opportunities to enhance natural
habitat and features within developed parks.

Pursue opportunities to provide appropriate
public access (e.g. trails, viewpoints wildlife
viewing areas, and boat landings) within
natural areas to support passive recreation and
environmental education.

Continue to strengthen the Green Kirkland
Partnership to engage the local community in
the restoration and care of natural areas in City

parks.

Develop restoration and management plans
for Yarrow Bay Wetlands and Heronfield
Wetlands to guide future restoration and
enhancement work.
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Policy 7.3 - Shoreline Restoration
Restore Kirkland’s shoreline on Lake Washington in accordance with the Shoreline Restoration Plan to
improve habitat, bydrology and recreational opportunities.
Actions/Objectives
m  Pursue opportunities to remove bulkheads m  When developing or improving waterfront
and other impervious surfaces along the Lake parks, consider opportunities to restore
Washington shoreline that impede natural degraded shorelines, increase riparian
habitat functions and increase stormwater vegetation and other habitat features, and
flows into the lake. provide for additional pervious surfaces and
green infrastructure.
Policy 7.4 - Ecosystem Services
Protect and improve the City’s natural systems or features for their value in providing ecosystem and
infrastructure services.
Actions/Objectives
m  Manage forested areas for invasive species m  Partner with the City’s Public Works and
and to encourage the establishment and Transportation departments to identify
succession of conifers and other native plants, opportunities to coordinate park, greenway,
in accordance with the Urban Forestry green infrastructure, stormwater and active
Management Plan. transportation planning and projects.
m  Design and restore parks to naturally capture
and filter stormwater to improve watershed
health.
Policy 7.5 - Environmental Education
Promote environmental stewardship and education through informational signage, materials, programs
and partnerships.
Actions/Objectives
m Integrate interpretive signage that reflects opportunities in the City’s natural area parks
Kirkland’s history, culture, natural assets, and and other local resources.
wildlife populations into parks and natural m  Explore opportunities to develop an
areas to support learning. environmental education center in partnership
m  Enhance partnerships to create opportunities with local environmentally focused
for educational programs and recreational organizations and agencies.
Policy 7.6 - Conservation Partnerships
Work cooperatively with resource management agencies and citizens to care for streams, enhance and
protect urban forests and wetlands, improve wildlife babitat, and provide limited public access.
Actions/Objectives
m  Strengthen the Green Kirkland Partnership District and the Lake Washington School
to extend its reach and ensure continued and District to pursue opportunities for additional
enhanced care of the City’s natural areas. community restoration activities, wildlife
m  Enhance partnerships with the Eastside monitoring, and environmental education.

Audubon, King County, King Conservation
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8. Planning, Design & Maintenance
Policy 8.1 - Planning

Attachment 2

Develop and maintain system-wide and site-specific plans for the development and management of the park

and recreation system to guide future actions.

Actions/Objectives
m  Update this comprehensive Parks, Recreation
and Open Space Plan periodically to ensure
park and recreation facilities and services meet
current and future needs.

m  Develop capital improvement plans and
prioritization criteria to address park
improvement needs.

m  Prepare master plans for park sites prior to
development or major improvement to ensure

Policy 8.2 - Site Design and Development

development meets community needs, is
within available resources and is consistent
with the City’s park and recreation objectives.

Develop and maintain a financial plan that
assists the City in obtaining and managing
funds for capital improvements, maintenance,
and operations

Design and develop park sites and facilities to maximize recreational value and experience while
minimizing maintenance and operational costs and negative environmental and community impacts.

Actions/Objectives

m  When developing new facilities or redeveloping

existing facilities, review and consider the
projected maintenance and operations costs
prior to initiating design development.

m  Establish and utilize design standards to
provide continuity in furnishings (trash cans,
tables, benches, fencing) and construction
materials to reduce inventory and maintenance
costs, standardize maintenance practices, and
improve park appearance.

m  Design, improve and maintain parks and
facilities in a manner that will conserve the use
of energy and other resources and maximize
efficient maintenance practices.

Design and maintain parks and facilities to
offer universal accessibility for residents of all

physical capabilities, skill levels and age.

Incorporate sustainable development and

low impact design practices into the design,
planning and rehabilitation of new and existing
facilities.

Consider the use of native vegetation for
landscaping in parks to minimize maintenance
requirements.
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Policy 8.3 - Asset Management
Actively manage Kirkland’s park and recreation assets to ensure consistent service delivery, reduce
unplanned reactive maintenance, and minimize economic, public bealth, and environmental risks.
Actions/Objectives
m  Establish park maintenance standards and a a variety of individuals, service clubs, churches
routine preventative maintenance program and businesses.
to ensure parks, facilities and equipment is m  Maintain a standardized and systematic
maintained in a manner that keeps them in inventory and assessment of park system
safe and attractive condition; repair or remove infrastructure, including quantity, location,
damaged components immediately upon condition, and expected useful life.
identification. . o .
m  Monitor the costs of maintaining City-owned
m  Estimate the maintenance costs and staffing facilities by their function, including public
levels associated with acquisition, development, buildings, infrastructure, parks and natural
or renovation of parks or natural open areas.

space areas, and ensure adequate long-tern . . . )
P ’ 4 & m  Continue to improve the City’s comprehensive

maintenance and operation funding is available .
risk management program to ensure regular

rior to action. . . g
p safety inspections and assess the likelihood

= Develop and update asset management and consequence - in terms of financial,
plans for major assets to support improved community, and environmental impact — of the
stewardship, reduce costs, and increase failure of its assets.

maintenance and replacement efficiency. ) ..
P ¥ m  Examine opportunities to relocate the Parks

= Encourage and promote volunteer park maintenance facility to a more suitable site.
improvement and maintenance projects from
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9. Administration & Management

Policy 9.1 - Administration

Attachment 2

Provide leadership and management of the park, recreation and open space system throughout the City.

Actions/Objectives
m  Assess the effectiveness of the organization on
a regular basis and make structural changes
and improvements as appropriate.
m  Document Department policies to guide future
decisions.

Policy 9.2 - Staff Resources

Implement a project management system
to support acquisition, construction and
maintenance projects.

Develop and maintain a business plan or

strategic plan to help focus the direction of the
Department and support funding requests.

Provide sufficient staff resources to maintain the overall parks and recreation system to the City’s

standards.

Actions/Objectives

m  Assess the Department’s staffing needs on a
regular basis and hire adequate staff to manage
the City’s park and recreation system.

m  Assign staff responsibilities, resources and
timeframes in annual work plans as necessary

to progress on the goals and policies of the
Plan.

m  Ensure the Department’s work environment
supports trust, communication, respect and
teamwork.

m  Promote professional development
opportunities that strengthen the core skills
and commitment from staff, Board members
and key volunteers, to include trainings,
materials and/or affiliation with the National
Recreation & Park Association (NRPA)
and the Washington Recreation & Park
Association (WRPA).

Policy 9.3 - Volunteers

Explore opportunities to improve staff capacity
to manage construction of capital improvement
projects.

Continue to allocate staff time and resources
to programs and activities that can leverage
existing resources (e.g. managing volunteer
programs, the Green Kirkland Partnership
and partnerships with local schools and
organizations, and grant development and
administration).

Use part-time, seasonal, and contract
employees for select functions to meet peak
demands and respond to specialized or urgent
needs.

Promote volunteerism to involve individuals, groups, organizations and businesses in the development and

stewardship of the park and recreation system.

Actions/Objectives

m  Engage volunteers in park and facility
education, outreach, maintenance and
enhancement.

m  Cooperate with the City-wide Volunteer
Program for a coordinated volunteer
recruitment, training, management, and

recognition program for park and open space
projects.

Develop “Friends” or “adoption” programs to
promote the maintenance of all significant
parks, trails, recreation and open space
facilities.
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Policy 9.4 - Communication
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Provide informative, convenient, timely and consistent signage, communication and informational
materials to belp residents engage with and fully utilize the City’s many recreational resources.

Actions/Objectives

Strive to adapt the City’s communications
program to accommodate and reflect new,
and more diverse residents, new means of
communication, and a growing and changing
park and recreation system.

Implement a comprehensive approach for
wayfinding, directional and identification
signage to park and trail facilities.

Provide clear maps of City parks, trails and
recreation facilities online, in the parks and
recreation catalog, at trailheads and public
counters, and in newspaper articles or notices.

Use a diverse set of communication and
informational materials including in-person
meetings and events, signage, print programs
and materials, and electronic communication
(e.g. website, newsletters, social media)

Policy 9.5 - Funding

Use traditional and new funding sources to adequately and cost-effectively maintain and enbance the
quality of Kirkland’s park and recreation system.

Actions/Objectives

Maintain general fund support of parks,
recreation programs, and maintenance.

Pursue alternative funding options and
dedicated revenues for the acquisition and
development of parks and facilities, such

as through private donation, sponsorships,
partnerships, state and federal grant sources,
among others.

Place priority on maximizing grants and other
external sources of funding, or inter-agency
cooperative arrangements, to develop the City’s
park resources.

Provide public information to educate the
community about park stewardship, rules and
regulations, and safety.

Continue to promote and distribute
information about recreational activities,
education programs, community services and
events, and volunteer activities sponsored

by the City and partner agencies and
organizations.

Continue to outreach to recently annexed
residents to ensure they are aware of, and can
take advantage of, the City’s many park and
recreation resources.

Prepare and update informational materials in
multiple languages to reach out to the City’s
diverse population.

Utilize voter-approved initiatives, such as
bonds and serial levies, to finance future
improvements.

Consider developing additional rental facilities,
such as reservable picnic areas, wedding sites
and meeting rooms, to meet community needs
and generate additional operating resources.

Update use and rental fees on a periodic basis
to reflect market rates.

Goals & Objectives
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Policy 9.6 - Partnerships

Attachment 2

Pursue and maintain effective partnerships with neighboring cities, King County, Lake Washington School
District, other governmental agencies, and private and non-profit organizations to plan and provide
recreation activities and facilities and maximize opportunities for public recreation.

Actions/Objectives

Partner with King County, the State of
Washington and other providers to provide
regional facilities.

Partner with the King Conservation District
to improve community access to natural areas,
improve trail connectivity, coordinate seasonal
and annual events, and promote environmental
stewardship..

Enhance partnerships with the Lake
Washington School District to maximize
public use of recreation facilities on school
sites, especially athletic fields and gymnasiums,
and to encourage provision of community
education programming at schools.

Coordinate with neighboring jurisdictions and
King County to provide a regional greenway
network and coordinated trail alignments

that provide continuous walking and biking
access between regional parks and other key
destinations.

Coordinate with public, private and non-profit
providers, such as organized sports leagues, to
plan for projects to expand facilities for athletic

fields.

Explore partnership opportunities with local
hospitals and businesses to develop, fund,

or promote park and recreation activities,
programs and amenities.

Encourage private development and operation
of recreational facilities or programs that
meet identified public need and the City’s
recreational objectives.

Encourage collaboration among local
art, business, education, tourism, city
beautification and recreation interests.

Maintain written partnership agreements that
specify roles and responsibilities as well as
legal, financial and other terms.
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MEMORANDUM

To: Kurt Triplett, City Manager

From: Marie Jensen, Communications Program Manager
Date: May 21, 2014

Subject: Proclamation: June 2014 as Pride Month

RECOMMENDATION:

That the Mayor proclaim June 2014 as Pride Month in the City of Kirkland.

BACKGROUND DISCUSSION:

This year marks the 45" anniversary of the Stonehill Riots which is regarded as the catalyst for
the lesbian, gay, bisexual, and transgender (LGBT) movement for civil rights in the United
States. In June 1969, a group of gay customers at the pub in the Stonewall Inn (Greenwich
Village, New York) grew angry over harassment by law enforcement and held a demonstration,
which turned into a multi-day riot and protest. The Stonewall riots have been commemorated
since the 1970s with "pride marches" held every June across the United States.

The City of Kirkland’s Affirmative Action Policy was amended in 2001 to include sexual
orientation and is now established as:

Within the parameters required or allowed by law, it is the policy of the city to promote and
assure equal opportunity based on ability and fitness to all persons regardless of race, religion,
color, national origin, sex, age, marital status, political affiliation, sexual orientation or the
presence of any sensory, mental or physical disability or the use of a trained dog guide or service
animal by a disabled person. (Kirkland Municipal Code 3.80.020)

This is the first year the City of Kirkland has proclaimed June as Pride Month. In March,
Governor Inslee’s office has proclaimed June as “LGBT Month.” King County will proclaim the
same on June 9, 2014.

The City’s Diversity Committee, created in the early 1990s, is a committed to cultivating “the
development of an inclusive workplace using organizational values for strategic planning, and to
guide us in the creation of a shared workplace culture.” Members of the Diversity Committee
will be at the June 3 Council meeting to accept the proclamation.
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Proclaiming June 2014 as “Pride Month”
in Kirkland, Washington

WHEREAS, lesbian, gay, bisexual, transgender, and questioning (LGBTQ) individuals are making
meaningful contributions to work and life; and

WHEREAS, the catalyst for LGBTQ civil rights began with the Stonewall Riots in New York in June of
1969 and on the first anniversary of the riots, the first gay pride parades took place in Los Angeles,
Chicago, San Francisco, and near the Stonewall Inn in New York; and

WHEREAS, Gay pride or LGBTQ pride refers to a worldwide movement and philosophy asserting that
lesbian, gay, bisexual, transgender, and questioning individuals are proud of their sexual orientation
and gender identity; and

WHEREAS, Washington State added “sexual orientation” to Washington state’s anti-discrimination
law in 2006, to ban discrimination in housing, employment, and insurance; and

WHEREAS, multiple states, including Washington, legalized marriage equality for same-sex couples;

WHEREAS, the Federal government has implemented changes to correct inequalities that extend
hate crime protection, allow for hospital visitation rights, address bullying and other injustices
endured by LGBTQ individuals; and

WHEREAS, the City of Kirkland Affirmative Action Policy is established, within the parameters
required or allowed by law, to promote and assure equal opportunity based on ability and fitness to
all persons regardless of race, religion, color, national origin, sex, age, marital status, political
affiliation, sexual orientation or the presence of any sensory, mental or physical disability or the use
of a trained dog guide or service animal by a disabled person; and

NOW, THEREFORE, I, Amy Walen, Mayor of Kirkland, do hereby proclaim June 2014 as “Pride

Month” in Kirkland, Washington as a celebration of hope and acceptance and an affirmation that
LGBTQ rights are human rights.

Signed this 3™ day of June 2014

Amy Walen, Mayor
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MEMORANDUM
To: Kurt Triplett, City Manager
From: Betsy Reali, Human Resources Analyst
Date: May 1, 2014
Subject: Semi Annual Summer Service Award Recognition — Special Presentations

Recommendation:

On a semi-annual basis include a role call list of employees reaching benchmark service years of
twenty and above on the Council Agenda under Special Presentations.

Employees reaching benchmarks of 20, 25, 30, 35 ... years of service receive an Acrylic Plaque
etched with the employee(s) nhame, department and service years and an award certificate.

From the podium the Mayor will read each employee’s name, years of service, department and
position title accompanied by a handshake and photograph when presenting the award. Each
recognized employee will walk around the podium and shake the hand of all the seated
councilmembers before returning to their seat. The names listed below are confirmed, any
changes to the employee list below will be communicated prior to the ceremony.

Twenty years of Service

Employee Name Department
Karla Holmes Public Works
Dan VanlIterson Public Works
Carol Wade Finance & Admin
Marc Hallen Fire & Building

Twenty-five years of Service

Employee Name Department
Gloria Martin Finance & Admin
Benedict Sumaoang Police

Jerry Merkel Public Works
Kathleen Joyner Human Resources

Position

Utility Person, Water Maintenance
Lead Person, Waste Water/Storm
Accountant

Firefighter

Position

Customer Accounts Associate
Corporal

Grounds Technician

Safety Risk Analyst
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Thirty years of Service

Employee Name Department Position

Michael Cogle Parks & Comm Service Deputy Director

Mark V. Anderson Fire & Building Firefighter

Robert A Holmes Sr. Fire & Building Firefighter

Michael L. Jeffery Fire & Building Firefighter

Bryan L. Vadney Fire & Building Captain

Andrew J. Okeefe Fire & Building Firefighter

Nancy Cox Planning Development Review Manager

Another award ceremony-recognizing employee who reaches these yearly benchmarks between
July 1%t and December 31%, 2014 will be scheduled for an upcoming fall 2014 Council meeting.

Attachment: Roll call list
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The City of Kirkland Proudly recognizes and Honors the following employees for their
contributions over the last ...

Service Awards

20 years of service

Employee Name Anniversary Date Department | Position
KARLA HOLMES January 1, 2014 Public Works | Utility Person, Water
Maintenance
DAN VANITERSON January 1, 2014 Public Works | Lead Person, Waste
Water/Storm
CAROL WADE January 1, 2014 Finance & Accountant
Administration
MARC HALLEN May 16, 2014 Fire & Firefighter
Building
Service Awards 25 years of service
Employee Name Anniversary Date Department | Position
GLORIA MARTIN February 23, 2014 Finance & Customer Accounts Associate

Administration

BENEDICT SUMAOANG | March 31, 2014 Police Corporal
JERRY MERKEL April 5, 2014 Public Works | Grounds Technician
KATHLEEN JOYNER June 8, 2014 Human Safety Risk Analyst
Resources
Service Awards 30 years of service
Employee Name Anniversary Date Department | Position
MICHAEL COGLE February 15, 2014 Parks & Deputy Director
Community
Services
MARK ANDERSON May 21, 2014 Fire & Firefighter
Building
ROBERTS A HOLMES SR | May 21, 2014 Fire & Firefighter
Building
MICHAEL JEFFERY May 21, 2014 Fire & Firefighter
Building
BRYAN VADNEY May 21, 2014 Fire & Captain
Building
ANDREW OKEEFE May 23, 2014 Fire & Firefighter
Building
NANCY COX May 30, 2014 Planning Development Review Manager




Council Meeting: 06/03/2014
E-page 34 Agenda: Approval of Minutes
Item #: 8. a. (1).

“Lf" gﬁéf'h?%""-i KIRKLAND CITY COUNCIL REGULAR MEETING MINUTES
| g2 | May 20, 2014

-+, 4,
S Rt

1. CALL TO ORDER
2. ROLL CALL
ROLL CALL:
Members Present: Councilmember Jay Arnold, Councilmember Dave Asher,
Councilmember Shelley Kloba, Councilmember Doreen Marchione,
Councilmember Toby Nixon, Deputy Mayor Penny Sweet, and Mayor

Amy Walen.
Members Absent: None.

3. STUDY SESSION
a. Cross Kirkland Corridor Master Plan
Joining Councilmembers for this discussion were City Manager Kurt Triplett, Public
Works Transportation Engineering Manager Dave Godfrey, and Guy Michaelson
from the Berger Partnership.
4. EXECUTIVE SESSION
None.
5. HONORS AND PROCLAMATIONS

a. National Public Works Week Proclamation

Public Works Managers Erin DeVoto, David Godfrey, David Snider and Bobbi
Wallace accepted the proclamation from Mayor Walen and Councilmember Kloba.

6. COMMUNICATIONS
a. Announcements

Deputy Mayor Sweet announced the grand opening of the Kirkland Justice Center
on May 31, 2014.

b. Items from the Audience

Glenn Buhlmann
Brent Carson
Mark Nelson
Joe Razore
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Rich Hill
Rob Brown
Maureen Baskin
C. Petitions
7. SPECIAL PRESENTATIONS

a. Kirkland Youth Programs and Recognition:

Youth Services Coordinator Regi Schubiger provided introductions to each of the
programs and speakers.

(1) Kirkland Teen Union Building (KTUB) Report

KTUB Director Emily Smith shared information on the Teen Center's
programs.

(2) Kirkland Youth Council Reports

The Kirkland Youth Council (KYC) Leadership team of Camellia Clark, Timmy
Drabble, Hayden Stockwell, Paige Adler and Anthony Krichevskiy reported
on some key programs and events undertaken by the KYC.

(3) Honoring the Kirkland Youth Council Graduating Class of 2014

Morgan Figueroa and Hayden Stockwell were recognized.

(4) Eileen Trentman Memorial Scholarship Recipients

Firefighter Megan Keys shared information about the Kirkland Firefighter
Benevolent Association (KFFBA) and with Ms. Schubiger introduced
scholarship recipients Malika Elkayssi and Evelyn Guerra.

b. Kirkland 2035 Update #13

Deputy City Manager Marilynne Beard shared information on public involvement
activities and progress on plan updates related to the K2035 initiative.

8. CONSENT CALENDAR
a. Approval of Minutes: May 6, 2014

b. Audit of Accounts:
Payroll $2,832,592.23
Bills $2,205,353.70
run #1317 checks #552613 - 552817
run #1318 checks #552818 - 553002

-2-
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C. General Correspondence
d. Claims

Claims received from Qiongwen (Joan) Chen and Cheryl Nelson were
acknowledged via approval of the Consent Calendar.

e. Award of Bids
f. Acceptance of Public Improvements and Establishing Lien Period

(1) Totem Lake Culvert Replacement Project, Scarsella Brothers, Inc.,
Seattle, WA

(2) 2013 Crosswalk Initiative Project, Forma Construction, Seattle, WA
(3) Lee Johnson Field Lighting Project, Musco Lighting Systems, Muscatine, IA
g. Approval of Agreements

(1) Resolution R-5051, entitled "A RESOLUTION OF THE CITY COUNCIL OF
THE CITY OF KIRKLAND INTENDING TO PARTICIPATE AS A JOINT
AGREEMENT CITY UNDER THE KING COUNTY COMMUNITY DEVELOPMENT
BLOCK GRANT (CDBG) HOME INVESTMENT PARTNERSHIP PROGRAM
(HOME) CONSORTIUM AND AUTHORIZING THE CITY MANAGER TO SIGN
THE APPROPRIATE AGREEMENTS."

h. Other Items of Business

(1) Ordinance 0-4443 and its Summary, entitled "AN ORDINANCE OF THE
CITY OF KIRKLAND GRANTING ASTOUND BROADBAND, LLC A NON-
EXCLUSIVE FRANCHISE FOR THE TRANSMISSION OF
TELECOMMUNICATIONS IN, THROUGH, OVER AND UNDER THE RIGHTS-
OF-WAY OF THE CITY OF KIRKLAND."

(2) Resolution R-5052, entitled "A RESOLUTION OF THE CITY COUNCIL OF
THE CITY OF KIRKLAND AUTHORIZING INVESTMENT OF CITY OF
KIRKLAND MONIES IN THE LOCAL GOVERNMENT INVESTMENT POOL
(LGIP) AND AUTHORIZING THE DIRECTOR OF FINANCE AND
ADMINISTRATION TO CONTRIBUTE AND WITHDRAW MONIES TO AND
FROM THE LGIP."

(3) Resolution R-5053, entitled "A RESOLUTION OF THE CITY COUNCIL OF
THE CITY OF KIRKLAND AUTHORIZING APPLICATION FOR FUNDING
ASSISTANCE FOR BOATING FACILITIES PROGRAM PROJECT TO THE
WASHINGTON STATE RECREATION AND CONSERVATION OFFICE AS
PROVIDED IN CHAPTER 79A.25 REVISED CODE OF WASHINGTON AND

-3-
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WASHINGTON ADMINISTRATIVE CODE TITLE 286, AND SUBSEQUENT
LEGISLATIVE ACTION."

(4) Resolution R-5054, entitled "A RESOLUTION OF THE CITY COUNCIL OF
THE CITY OF KIRKLAND RELINQUISHING ANY INTEREST THE CITY MAY
HAVE, EXCEPT FOR A UTILITY EASEMENT, IN AN UNOPENED RIGHT-OF-
WAY AS DESCRIBED HEREIN AND REQUESTED BY PROPERTY OWNERS
LANE AND JILL SAVITCH."

(5) Resolution R-5055, entitled "A RESOLUTION OF THE CITY COUNCIL OF
THE CITY OF KIRKLAND RATIFYING AMENDMENTS TO THE KING COUNTY
COUNTYWIDE PLANNING POLICIES."

(6) Resolution R-5056, entitled "A RESOLUTION OF THE CITY COUNCIL OF
THE CITY OF KIRKLAND AUTHORIZING THE CITY MANAGER TO ALLOCATE
$25,000 FROM THE CITY COUNCIL SPECIAL PROJECTS RESERVE FUND TO
PROVIDE OPERATIONAL SUPPORT OF NOURISHING NETWORKS CENTRAL."

Motion to Approve the Consent Calendar, with the exception of item 8.h.(1)., which was
pulled for consideration under New Business, item 11.c.

Moved by Councilmember Dave Asher, seconded by Councilmember Doreen Marchione
Vote: Motion carried 7-0

Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember Shelley
Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon, Deputy Mayor
Penny Sweet, and Mayor Amy Walen.

PUBLIC HEARINGS

None.

UNFINISHED BUSINESS

a.

MRM Private Amendment Request, File No. ZON11-00006

Senior Planner Angela Ruggeri and Planning Commission Chair Glenn Peterson
reviewed the background of the request and the Planning Commission's
recommendation and responded to Council questions and comment.

Motion to Direct the Planning Commission to consider the MRM proposal as part of
the ongoing comprehensive plan update and report back to the Council on its
findings when the update is complete.

Moved by Councilmember Doreen Marchione, seconded by Councilmember Jay
Arnold

Vote: Motion carried 6-1

Yes: Councilmember Jay Arnold, Councilmember Shelley Kloba, Councilmember
Doreen Marchione, Councilmember Toby Nixon, Deputy Mayor Penny Sweet, and
Mayor Amy Walen.

No: Councilmember Dave Asher.



E-page 38

11.  NEW BUSINESS
a. Approving Potential Acquisition of the Spirit of America 9/11 Memorial Statue

Economic Development Manager Ellen Miller-Wolfe provided an overview of the
background and proposal.

Motion to Approve the recommendation of the Cultural Arts Commission to acquire
the Spirit of America 9/11 Memorial Statue, the recommendation of the Park Board
to site the sculpture on the West side of Juanita Beach Park, and the expenditure
of up to $13,500 in funding from the Council special projects reserve fund, as
amended.

Moved by Deputy Mayor Penny Sweet, seconded by Councilmember Doreen
Marchione

Vote: Motion carried 7-0

Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember
Shelley Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon,
Deputy Mayor Penny Sweet, and Mayor Amy Walen.

Motion to Amend the motion by striking and replacing the text of the motion with
the following: that the City Council approve funding not to exceed $13,500, from
the Council Special Projects Reserve, to acquire and site the Spirit of America 9/11
Memorial Statue and authorize staff to work with the proponent to submit an
application to the competitive process for acquisition of the statue, and also direct
the City Manager to conduct a public input process to determine broad community
interest in a 9/11 memorial and the design and siting of such a memorial, with the
final decision on creation and siting of such a memorial, based on that process,
coming back to the council for further approval.

Moved by Councilmember Toby Nixon, seconded by Councilmember Dave Asher
Vote: Motion carried 4-3

Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember
Shelley Kloba, and Councilmember Toby Nixon.

No: Councilmember Doreen Marchione, Deputy Mayor Penny Sweet, and Mayor
Amy Walen.

Council recessed for a short break

b. Ordinance 0-4444 and its Summary, Authorizing and Providing for the Acquisition
of Interests in Land for the Purpose of the Billy Creek Ravine Stabilization Phase 2
Project Within the City of Kirkland, Providing for the Cost of Property Acquisition
and Authorizing the Initiation of Appropriate Eminent Domain Proceeding in the
Manner Provided for by Law.

Capital Projects Manager Dave Snider reviewed the process to date, current project
status and next steps dependent on Council action.

Motion to Approve Ordinance 0-4444 and its Summary, entitled "AN ORDINANCE
OF THE CITY OF KIRKLAND AUTHORIZING AND PROVIDING FOR THE

-5-
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ACQUISITION OF INTERESTS IN LAND FOR THE PURPOSE OF THE BILLY CREEK
RAVINE STABILIZATION PHASE 2 PROJECT WITHIN THE CITY OF KIRKLAND,
PROVIDING FOR THE COST OF PROPERTY ACQUISITION AND AUTHORIZING THE
INITIATION OF APPROPRIATE EMINENT DOMAIN PROCEEDINGS IN THE MANNER
PROVIDED FOR BY LAW."

Moved by Councilmember Dave Asher, seconded by Councilmember Doreen
Marchione

Vote: Motion carried 7-0

Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember
Shelley Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon,
Deputy Mayor Penny Sweet, and Mayor Amy Walen.

Ordinance 0-4443 and its Summary, entitled "AN ORDINANCE OF THE CITY OF
KIRKLAND GRANTING ASTOUND BROADBAND, LLC A NON-EXCLUSIVE FRANCHISE
FOR THE TRANSMISSION OF TELECOMMUNICATIONS IN, THROUGH, OVER AND
UNDER THE RIGHTS-OF-WAY OF THE CITY OF KIRKLAND."

This item was pulled from the Consent Calendar (8.h.(1).) for consideration under
New Business. Chief Information Officer Brenda Cooper addressed comments made
under Items from the Audience 6.b.(3). A revised ordinance will be brought back to
the June 3, 2014 meeting for Council consideration.

Motion to Approve first reading of Ordinance 0-4443 and its Summary, entitled "AN
ORDINANCE OF THE CITY OF KIRKLAND GRANTING ASTOUND BROADBAND, LLC A
NON-EXCLUSIVE FRANCHISE FOR THE TRANSMISSION OF TELECOMMUNICATIONS
IN, THROUGH, OVER AND UNDER THE RIGHTS-OF-WAY OF THE CITY OF
KIRKLAND" with amendments as discussed.

Moved by Councilmember Dave Asher, seconded by Councilmember Jay Arnold
Vote: Motion carried 7-0

Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember
Shelley Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon,
Deputy Mayor Penny Sweet, and Mayor Amy Walen.

REPORTS

City Council Reports
(1) Finance and Administration Committee
(2) Planning, and Economic Development Committee
Chair Arnold reported on a presentation by A Regional Coalition for Housing
(ARCH) on winter shelters; the update to the Comprehensive Plan; a State

Environmental Policy Act (SEPA) procedure update as a result of a State
Supreme Court ruling; and a potential update to code enforcement fines.
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(3) Public Safety Committee

Chair Sweet reported on the progress for procurement of a new contract for
prosecution services; King County use of the firing range at the Kirkland
Justice Center; and the Fire Standards of Coverage study.

(4) Public Works, Parks and Human Services Committee

Chair Kloba reported on the Emergency Sewer Program; flashing yellow turn
signals at intersections; parking for the 132nd Square Park; the Park, and
the Recreation and Open Space (PROS) plan.

(5) Tourism Development Committee
(6) Regional Issues

Councilmembers shared information regarding a recent Sound Cities
Association Public Issues Committee meeting; an upcoming Sound Cities
Association Networking Dinner; King County Kirkland Pump Station ribbon
cutting event; Eastside Human Services Forum; Cascade Water Alliance
meeting; Chaplain Larry Tate's retirement event; Kirkland National Little
League FanFest event at Big Finn Hill park; Juanita Neighborhood
Association meeting; Kirkland 2035 neighborhood plan meeting at City Hall;
Kirkland Alliance of Neighborhoods scoring panel for proposed safety
projects; Moss Bay Neighborhood Association meeting; Eastside
Transportation Partnership meeting; Eastside Rail Corridor Advisory Council
meeting; Water Resource Inventory Area (WRIA) 8 meeting; Flycaster
Brewing ribbon cutting event; Climate Solutions 6th Annual Breakfast event;
Kirkland Artist Studio Tour; Kirkland Art Walk; Forterra's 25th Anniversary
Breakfast event; and the Cascade Water Alliance 15th Anniversary event.

City Manager Reports

(1) Calendar Update

City Manager Kurt Triplett reported on a meeting with King County Executive
Dow Constantine about a Community Mobility Contract allowing cities to
purchase Metro service back that was cut. Mr. Triplett also informed Council
that the City of Kirkland won an Associated Washington Cities Excellence
Award for its work on the recent Public Disclosure ordinance. Council
inquired about the plan for future legislation concerning marijuana in
Kirkland and discussed the issue. Mr. Triplett then had a final question for
the Council on using Real Estate Excise Tax (REET) to fund a small amount
of median maintenance for weed control which the Council supported.

ITEMS FROM THE AUDIENCE



E-page 41

14.  ADJOURNMENT

The Kirkland City Council regular meeting of May 20, 2014 was adjourned at 10:33 p.m.

City Clerk Mayor
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AGENDA
KIRKLAND CITY COUNCIL
MARKET NEIGHBORHOOD
SPECIAL MEETING
Heritage Hall
203 Market Street
Wednesday, May 21, 2014
7:00 — 8:45 p.m.
6:45 - 7:00 p.m. Informal Casual Conversations
7:00 — 7:05 p.m. Welcome and Introduction — Mayor Amy Walen
7:05-7:10 p.m. Comments from the Market Neighborhood Chair — Michelle Sailor
7:10 - 7:30 p.m. Introductions from City Council Members
7:30 — 8:45 p.m. General Discussion and Questions from the Audience
8:45 p.m. Adjourn
8:45 - 9:00 p.m. Social Time

Mayor Amy Walen called the May 21, 2014 Kirkland City Council Special Meeting to order at

7:04 p.m. The following members of the City Council were present:

Mayor Amy Walen, Deputy Mayor Penny Sweet, Councilmembers Jay Arnold, Dave Asher, Shelley
Kloba, Doreen Marchione and Toby Nixon.

The Kirkland City Council Special Meeting was adjourned at 9:00 p.m.

City Clerk

Mayor
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MEMORANDUM

To: Kurt Triplett, City Manager
From: Kathi Anderson, City Clerk
Date: May 22, 2014

Subject: CLAIM(S) FOR DAMAGES

RECOMMENDATION
It is recommended that the City Council acknowledges receipt of the following Claim(s) for Damages
and refers each claim to the proper department (risk management section) for disposition.

POLICY IMPLICATIONS
This is consistent with City policy and procedure and is in accordance with the requirements of state
law (RCW 35.31.040).

BACKGROUND DISCUSSION
The City has received the following Claim(s) for Damages from:

(1) Daniel Willson
8217 211th Place SW
Edmonds, WA 98026

Amount: Unspecified Amount

Nature of Claim: Claimant states damage to vehicle resulted from City lawn mower
debris.

Note: Names of claimants are no longer listed on the Agenda since names are listed in the memao.
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MEMORANDUM
To: Kurt Triplett, City Manager
From: David Snider, P.E., Capital Projects Manager

Marilynne Beard, Interim Public Works Director

Date: May 20, 2014
Subject: Annual Striping Program (2014 Project) — Award Contract
RECOMMENDATION:

It is recommended that City Council awards a contract for the construction of Schedules A, B,
C1, and C2 for the 2014 Striping Project to Specialized Pavement Marking, in the amount of
$279,552.

BACKGROUND DISCUSSION:

The Annual Striping Program maintains the pavement markings that define the travel paths for
motorists, bicyclists, and pedestrians. The 2014 Striping Project includes all arterials and
collectors throughout the City (Attachment A). Work efforts include the repainting of
automobile lane lines, roadway symbols, and on-street public parking lines. The work also
includes replacing worn thermoplastic crosswalk markings, stops bars, turn arrows and other
symbols.

The Annual Striping Program is included in Capital Improvement Program with a current
annual budget of $350,000 for all elements of the Project, including $58,000 for project
management and administration, inspection, $282,000 for construction and a contingency of
$10,000 (Attachment B). With an engineer’s estimate of $238,080 for construction of the Base
Bid elements (Schedules A + B), staff advertised for contractor bids on April 29, 2014. On May
13, 2014, three bids were received with Specialized Pavement Marking, Inc., being the lowest
responsive bidder, as shown in the summary below:

Recommended
Schedule | Schedule | Schedule | Schedule All Award
Contractor Schedule A Schedule B a1 P D E Schedules | Schedules A +
B+Cl+C2
Specialized
Pavement $119,710 $92342 | $66,950 | $550 | $13,500 | $78,762 | $371,814 $279,552
Marking, Inc.
I:_E';fi';e;r: $113,981 | $124100 | $66,539 | $316 | $14220 | $103,979 | $423135 $318,840
Apply A Line
- $108,676 | $148,008 | $76,175 | $500 $8460 | $130,572 | $472,390 $341,319
St”ﬁ’scR'te' $250,520 | $194595 | $136,150 | $350 | $27,000 | $177,292 | $785,906 $608,265
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The Base Bid, as the basis for award of this contract, consists of two schedules: Schedule A
(re-painting/striping) and Schedule B (thermoplastic on school walk routes). A price for four
additive schedules was also included: Schedule C1 (re-painting of bike lanes and bike
symbols), Schedule C2 (bike detection symbols), Schedule D (downtown curb painting) and
Schedule E (additional thermoplastic coatings). The 2014 Project was bid this way so that staff
could make a recommendation to City Council for an award that maximizes the amount of
work to be accomplished without exceeding the budget. In order to achieve this, staff
recommends an award to include Schedules A, B, C1 and C2 as the elements of the current
year’s Program. The addition of Schedule D and E would exceed the Project budget. Once
construction begins; however, staff proposes to increase various quantities for thermoplastic
(i.e., Schedules D & E) installed in order to make the most of the total available construction
budget (Attachment B).

With City Council’s award of the construction contract at their meeting of June 3, the work will
begin in July and be complete by the end of August 2014. In advance of the work, staff will
update all project information on the City’s web site, along with a regularly updated
construction timeline.

Attachment A — Vicinity Map
Attachment B — Project Budget Report
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APPROVED BUDGET
(2013-2018 CIP)

AWARD

(this memo)

ACCEPT WORK
(fall 2014)

FUNDING

OENGINEERING
OCONSTRUCTION
BCONTINGENCY
mCITY FUNDING

2014 ANNUAL STRIPING PROGRAM

(CST -1480)

PROJECT BUDGET REPORT

Attachment B
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ESTIMATED COST

$300,000

$350,000

$400,000
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MEMORANDUM

To: Kurt Triplett, City Manager

From: Dave Snider, P.E., Capital Projects Manager

Marilynne Beard, Interim Public Works Director

Date: May 22, 2014

Subject: Cross-Kirkland Corridor Interim Trail - Award Contract

RECOMMENDATION:

It is recommended that City Council award the contract for construction of the Cross-Kirkland
Corridor (CKC) Interim Trail to Rodarte Construction, Inc., of Auburn, WA, in the amount of
$2,099,175.00.

BACKGROUND DISCUSSION:

The current development strategy for the CKC, as approved by Council, is two-phased. The
initial phase was the rail removal together with the design and construction of an interim trail to
allow broad public use of the CKC. The second phase is for the completion of the CKC Master
Plan to determine the ultimate vision and development of the Corridor for both trail and transit.
This memo is for the award of a construction contract for the Interim Trail. Implementation of
the Master Plan will follow the Plan’s adoption as funding allows.

The removal of the rails, together with the construction of an Interim Trail and the completion
of the Master Plan, will support the City Council’s goals of Balanced Transportation, Sustainable
Infrastructure and Parks Open Space & Recreational Services. The development of the CKC
will: 1) serve transportation needs of Kirkland, 2) provide active use of the corridor in the near
future, and 3) facilitate maintenance of the corridor. These actions also help meet the Goals of
the City’s Active Transportation Plan, specifically Goal G1 which calls for development of the
Cross Kirkland Corridor.

At their regular meeting of April 15, 2014, City Council accepted the work on the Rail Removal
contract and approved an overall project budget increase due to the receipt of the salvage
value from the rail materials that were removed and marketed for re-use by the Rail Removal
contractor. The currently approved total budget for the Rail Removal and the Interim Trail
work is $4,141,400 with $1,970,000 in State funds, $1,071,000 in Federal dollars and
$1,100,400 in City matching funds including the added revenue from the salvage operation
(Attachment A).



E-page 49 Memorandum to Kurt Triplett
May 22, 2014
Page 2

With an engineer’s estimate of $2,183,945 for construction of the Interim Trail Project, the first
advertisement occurred on May 1 for a three week bid period with a Supplemental Bidder
Responsibility Criteria added to the contract documents. Bids were opened on May 20, 2014.
A total of 5 bids were received with Rodarte Construction Inc. being the lowest responsive
bidder, as shown below:

Contractor Amount
Rodarte Const. Inc. $2,099,175.00
Engineer’s Estimate $2,183,945.00
Road Construction Northwest $2,370,005.50
Santana Trucking & Excavating $2,386,906.00
Award Construction Inc. $2,457,081.00
SRV Construction Inc. $2,917,343.50

With a City Council award of the construction contract at the June 3 meeting, staff will begin
the pre-construction public outreach process by notifying adjacent property owners (within 500
feet of the corridor) with post cards describing the upcoming work. Project information, along
with a regularly updated construction schedule and corresponding map (similar to what was
used with rail removal), will also be posted on the City’s web site. The Neighborhood and CKC
List Serv subscribers will receive regular updates on the progress of construction and alerts
about trail closures and pedestrian detours. The existing CKC Facebook site will be used as well
as the City’s twitter account to reach more residents. The June City Update will also have
construction information and direct people to social media sites for information.

Since the Project includes a significant amount of sidewalk and ramp reconstruction, staff did
include specific contract language related to signage for sidewalk closures and the requirement
to provide clearly delineated detour routes for pedestrians. The construction management and
inspection team will ensure the contractor maintains safe travel routes for pedestrians at all
times.

The contract documents provide for a 100 working day schedule which puts the anticipated
completion date near the first of December 2014.

Sound Transit and the Interim Trail

As the City Manager highlighted briefly in the April and May Council meetings, a dispute arose
between Kirkland and Sound Transit regarding the Interim Trail. Kirkland asked for Sound
Transit’s review of the Interim Trail project as part of the collaborative partnership the two
entities have over issues on the Eastside Rail Corridor and the Cross Kirkland Corridor.

Sound Transit’s responses to the review request were unexpectedly formal and detailed. While
Sound Transit did “approve” the City moving forward with the Interim Trail, in the opinion of
City staff, the Sound Transit responses impacted Kirkland’s ownership rights and potentially
created financial risk to the City if the City proceeded with the Interim Trail. The City of
Kirkland received two letters from Sound Transit. The first was dated April 3, 2014 and
contained a “Notice of Planned Easement Area” and the second was dated April 4, 2014 and
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contained formal comments regarding the City’s planned interim trail on the CKC. The two
letters are included as Attachments B and C, respectively.

Particular concern over financial liability is raised in the “Approval Conditions” of the April 4
letter where Sound Transit states “to the extent that the Trail location is inconsistent with the
location of a future HCT project, the trail must be relocated” and also “The proposed Trail will
need to be relocated off the bridges and underpasses as necessary to accommodate HCT.”

Kirkland never intended for the Interim Trail to remain if Sound Transit implements HCT in the
CKC. However the letter used the terms “must” and “will” relocate as conditions of approval for
the Interim Trail which created the potential financial requirement that Kirkland relocate the
Trail. The City Manager and City Attorney therefore felt it necessary to provide a detailed
response letter to Sound Transit that made it clear the City was not accepting that financial
liability and also rejecting the conditions included in Sound Transit’s letter. The City Manager’s
May 13 letter to Sound Transit is included as Attachment D.

In several discussions with Sound Transit staff over this period, Sound Transit has assured
Kirkland, both verbally and through email that Sound Transit did not in any way intend to create
financial liability for the City. Sound Transit staff have also indicated that while they do not
agree with Kirkland on several of the issues in our response letter, Sound Transit intends to
formally clarify that there is no expectation from Sound Transit that Kirkland will have to move
the Interim Trail at Kirkland’s expense. This may happen either through another letter or from
testimony at the June 3 City Council meeting.

Based on Kirkland’s communications with Sound Transit, the City Manager and the City Attorney
now believe there is no potential financial risk to the City in proceeding with awarding the bid
and completing construction on the Interim Trail. The other issues identified in Sound Transit's
letters will be part of future discussions between the two organizations and don't preclude the
City Council from accepting the bid and proceeding with the project.

Attachment A — Project Budget Report
Attachment B — Ilgenfritz letter to Triplett
Attachment C - Ilgenfritz letter to Page
Attachment D — Triplett letter to Ilgenfritz
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Project Budget Report

APPROVED BUDGET
(2014-2018 CIP Update, PRS 4/14)

AWARD CONTRACT

(this memo)

PHASE

ACCEPT WORK
(winter 2015)

OENGINEERING
OCONSTRUCTION
ORAIL REMOVAL
BCONTINGENCY

BFUNDING - STATE
OFUNDING-FEDERAL $- $500,000 $1,000,000 $1,500,000 $2,000,000 $2,500,000 $3,000,000 $3,500,000 $4,000,000 $4,500,000

O FUNDING-LOCAL

ESTIMATED COST
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April 3,2014

Kurt Triplett, City Manager
City of Kirkland

123 5™ Avenue

Kirkland, WA 98033

RE: Eastside Rail Corridor: Notice of ST Planned Easement Area
Dear Kurt:

As you know, Sound Transit is in the process of preparing a Supplemental
Environmental Impact Statement in connection with the update of the Sound
Transit Regional Transit Long Range Plan adopted July, 2005. This constitutes a
formal environmental review process and a planning process for possible high
capacity transit facilities such as rails, paving and stations within the Eastside Rail
Corridor located in the City of Kirkland. Accordingly, pursuant to Paragraph
7B(1) of Sound Transit’s High Capacity Transportation Easement (Woodinville
Subdivision), we are notifying you that the Eastside Rail Corridor located within
the City of Kirkland is within a Sound Transit Planned Easement Area.

Please contact me at (206) 398-5239 if you have questions about this.

Sincerely,
Ric Ilgenfritz
Executive Director

Department of Planning, Environment,
and Project Development

cc: Oskar Rey, Assistant City Attorney

Central Puget Sound Regional Transit Authority « Union Station
401 S. Jackson St., Seattle, WA 98104-2826 « Reception: (206) 398-5000 « FAX: (206) 398-5499

www.soundtransit.org
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April 4,2014

Kari Page, Neighborhood Outreach Coordinator
City of Kirkland

City Manager’s Office

Public Works Department

123 5™ Avenue

Kirkland, WA 98033

RE: Interim Trail
Dear Ms. Page:

Sound Transit has reviewed Kirkland’s interim trail (the “Trail” or “proposed
Trail”) proposed to be constructed within Sound Transit’s High Capacity
Transportation Easement (the “Easement™) area. Specifically, we reviewed the
“90% Review Submittal, City of Kirkland, CIP NO. CNM-0024, Cross Kirkland
Corridor Interim Trail, October 2013”. Based on our review, we approve the
implementation of the proposed Trail, with conditions that are detailed in this
letter.

ST Review--Summary. The area of the Easement affected by the proposed Trail
is within a “Planned Easement Area” as defined in Section 7B(1) of the Easement
(See letter dated April 3, 2014). Accordingly, we conducted our review and
prepared our comments pursuant to Sections 8 and 9 of the Easement. In addition,
we considered the terms and conditions of the Public Multipurpose Easement
dated December 18, 2009, King County recording number 20091218001538 (the
“Multipurpose Easement”), which are incorporated by reference into the Easement
in Section 5B of the Easement and are applicable to this review.

We first determined that the proposed Trail is a “Major Improvement” as defined
in Section 9A of the Easement, and that if the trail were to remain within the
existing railbed, it likely would not be “reasonably practicable” for Sound Transit
to implement high capacity transportation facilities (“HCT") within the corridor.
There are numerous reasons why this is the case, primarily related to the sloping
land outside of the existing railbed and also the locations of King County’s
regional sewer pipe in the area where the Trail is proposed. The sewer line crosses
over to the east and west side of the existing rail bed numerous times. Locating
HCT on the existing railbed would have minimal impact on the sewer line because
the railbed has sufficient protections for the weight and impact of freight travel. If
HCT were located on one side or the other of the existing railbed, it would likely

Central Puget Sound Regional Transit Authority = Union Station
401 S. Jackson St., Seattle, WA 98104-2826 » Reception: (206) 398-5000 « FAX: (206) 398-5499
www.soundtransit.org

Attachment C

CHAIR
Dow Constantine
King County Executive
VICE CHAIRS
Paul Roberts

Everett Councilmember

Marilyn Strickland
Tacoma Mayor

BOARD MEMBERS
Claudia Balducci
Bellevue Mayor

Fred Butler
Issaquah Mayor

Dave Earling
Edmonds Mayor

Dave Enslow
Sumner Mayor

John Lovick
Snohomish County Executive

John Marchione
Redmond Mayor

Pat McCarthy
Pierce County Executive

Joe McDermott
King County Council Vice Chair

Mary Moss
Lakewood Councilmember

Ed Murray
Seattle Mayor

Mike O’Brien
Seattle Councilmember

Lynn Peterson
Washington State Secretary of
Transportation

Larry Phillips
King County Council Chair

Dave Upthegrove
King County Councilmember

Peter von Reichbauer
King County Councilmember

CHIEF EXECUTIVE OFFICER
Joni Earl



E-page 54

Page 2
Kari Page
April 4,2014

involve greater protection efforts and possibly require relocation of the sewer line. In addition, because a
rail transit project is inflexible with regard to grade changes (it requires small incremental grade changes),
the sloping topography outside of the rail bed poses significant challenges for the location of rail transit.
The infrastructure required to create the necessary grade stability — if possible at all—could also affect the
County sewer line, requiring additional protections and relocations.

Given the likely impracticalities of constructing HCT outside of the existing railbed, it is a condition of
ST’s approval of the Trail proposal, that the Trail relocate if its location is in conflict with a future HCT
project. This condition is consistent with Section 9A of the Easement, which contemplates that some
Major Improvements, such as a Trail, may pose such challenges to the construction of HCT that the
transportation facilities should not be obligated to share space with them, nor should ST be obliged to
relocate them. It also is consistent with the provisions of the Multipurpose Easement, Section 2.2, which
contemplates that a trail use will relocate in the event of a conflict with a future transportation use. Note,
however, that consistent with the Multipurpose Easement, and our prior correspondence with you, in the
event of such future conflicts between the Trail location and HCT, Sound Transit will work with Kirkland
to identify an appropriate area to relocate the trail. It appears that the corridor is sufficiently wide that
Kirkland will be able to substantially rebuild it within the corridor.

Using the criteria for reviewing a proposal to be located with a Planned Easement area, Sound Transit also
specifically considered the factors in paragraph 9B(2) of the Easement. Under these criteria, we note that
for safety reasons, some of proposed at-grade trail access points and junctions will not be permitted to
remain if HCT is built at-grade on the rail bed.

Finally, given that Sound Transit has acquired its Easement in order to develop portions of the corridor for
transportation purposes such as a transit or rail facility, we wish to confirm that by developing the
proposed Trail Kirkland does not intend to create, and upon request will inform relevant government
agencies that Kirkland does not believe that the proposed Trail will create a recreational trail, public park,
recreation area, or wildlife and waterfowl] refuge within the meaning of 23 USC 138 and 49 USC 1653(%).
Sound Transit’s future use of its Easement area for any transportation purposes, regardless of the actual use
or the use to which Kirkland has put, or is putting, the Easement area, will not be considered to be the use
of a resource protected by Section 4(f), as defined in 23 USC 138 and 49 USC 1653(f) and the regulations
issued thereunder.

Approval Conditions:

1.  To the extent the Trail location is inconsistent with the location of a future HCT project, the Trail
must be relocated. The corridor appears to have sufficient width for the Trail to be relocated within
the corridor.

2. In some areas the corridor crosses existing roads on bridges or through underpasses. The proposed
Trail will need to relocate off the bridges and underpasses as necessary to accommodate HCT.
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The Trail proposal includes many at-grade trail access points and junctions. For safety reasons, some
or all of the at-grade trail access points and junctions included within the Trail project may need to be
permanently removed when HCT is implemented.

Upon request, Kirkland will inform relevant government agencies that Kirkland does not believe that
the proposed Trail will create a recreational trail, public park, recreation area, or wildlife and
waterfowl refuge within the meaning of 23 USC 138 and 49 USC 1653(f).

Referenced Documents:

1.  90% Review Submittal, City of Kirkland, CIP NO. CNM-0024, Cross Kirkland Corridor Interim
Trail, October 2013;

2. High Capacity Transportation Easement Agreement (Woodinville Subdivision Rail Corridor), King
County recording number 20120411001174;

3. Public Multipurpose Easement dated December 18, 2009, King County recording number
20091218001538; and

4. Letter dated April 3, 2014 from Ric Ilgenfritz to Kurt Triplett

Sincerely,

Ric Ilgenfritz

Executive Director
Department of Planning, Environment,
and Project Development

CC:

Kurt Triplett, Kirkland City Manager

Oskar Rey, Assistant City Attorney

Nanci Clark, Sound Transit Property Management
Jennifer Belk, Sound Transit Deputy General Counsel
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May 13, 2014

Ric Iigenfritz

Executive Director, Department of Planning, Environment and Project Development
Central Puget Sound Regional Transit Authority

401 South Jackson Street

Seattle, WA 98104-2826

Re: Response to Notice of Planned Easement Area and Interim Trail
Comments

Dear Mr. Ilgenfritz:

This letter is in response to: (1) Sound Transit's April 3, 2014 Notice of Planned
Easement Area; and (2) Sound Transit’s April 4, 2014 comment letter regarding the
City’s planned interim trail on the Cross Kirkland Corridor (“CKC"). The CKC is the
portion of the Eastside Rail Corridor ("ERC") purchased by the City of Kirkland (“City")
from the Port of Seattle in April 2012. The contents of Sound Transit's communications
were unexpected and impact Kirkland’s legal rights on the CKC and create potential
financial liability for the City if Kirkland proceeds with the Interim Trail.

Particular concern over financial liability is raised in the “Approval Conditions” of the
April 4 letter where Sound Transit states “to the extent that the Trail location is
inconsistent with the location of a future HCT project, the trail must be relocated” and
also “The proposed Trail will need to be relocated off the bridges and underpasses as
necessary to accommodate HCT.”

Kirkland does not intend for the Interim Trail to remain if Sound Transit implements HCT
in the CKC. However the letter uses the terms “must” and “will” relocate as conditions
of approval for the Interim Trail which potentially creates the financial requirement that
Kirkland relocate the Trail. Kirkland cannot accept that financial liability and must reject
the conditions included in Sound Transit’s letter.

In subsequent discussions over the past few weeks with you and Sound Transit staff,
you made clear that it was not the intention of Sound Transit to create any financial
liability. The City of Kirkland appreciates that was not the intent and is looking forward
to formal clarification of this point from Sound Transit. We also appreciate the
collaborative and candid discussions that have transpired between Kirkland and Sound
Transit over Kirkland’s concerns with other aspects of the two letters. Kirkland had
hoped that Sound Transit could consider suspending or amending the letters but in our

123 Fifth Avenue e Kirkland, Washington 98033-6189 ¢ 425.587.3000 ¢ www.kirklandwa.gov
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subsequent conversation you indicated that Sound Transit felt that the letters correctly
outlined the merits of the issues from Sound Transit's perspective.

Therefore, Kirkland feels it is necessary to formally articulate the City’s position on the
issues that we have been expressing in our discussions since we received the Sound
Transit letters. The purpose of this response is to communicate Kirkland’s concerns and
positions.

A. The CKC does not currently meet the Criteria of a “Planned
Easement Area.”

Please be advised that the City rejects Sound Transit's designation of the CKC as a
“Planned Easement Area” at this time. The City has reviewed the current Sound Transit
Long Range Plan, which Sound Transit adopted in 2005. The current Long Range Plan
Map makes no mention of the ERC or the CKC. It shows “potential rail extensions”
through Kirkland with the caveat that “the lines on the Long Range Plan map show
general travel corridors and not specific streets or alignments.” In addition, there are
no funded Sound Transit projects involving the CKC between now and 2023.
Accordingly, the CKC is not a Planned Easement Area under Sound Transit’s current long
range plan.

The City understands that Sound Transit is in the process of considering updates to its
Long Range Plan. As part of environmental review, Sound Transit is considering a “No
Action Alternative” (in which the current Long Range Plan is not updated or modified)
and an “Action Alternative” (in which Sound Transit would make modifications and
updates to the current Long Range Plan).

The City also understands that if Sound Transit chooses the “Action Alternative,” then
use of the CKC as part of Sound Transit’s High Capacity Transit (HCT) System might
become part of Sound Transit's Long Term Plan. As part of its planning process and
environmental review, Sound Transit /may decide to plan for extending high capacity
transit service through Kirkland, utilizing the ERC, the I-405 Corridor or some other
currently unspecified route. To be clear, the City of Kirkland supports HCT along the
CKC and has sent Sound Transit a letter indicating that support. However, we have
been told by Sound Transit staff that HCT cannot be guaranteed and that the
determination of HCT through Kirkland remains to be seen until Sound Transit adopts
updates to its current Long Range Plan.

The Sound Transit High Capacity Transportation Easement Agreement (“Easement”)
provides that: “To initiate development of High Capacity Transit Facilities, Sound Transit
shall notify the [City] in writing ("Notice of Planned Easement Area”) that it is evaluating
or planning the placement of one or more High Capacity Transit Facilities within a
Planned Easement Area.” (Easement, Section 7B(1)). Sound Transit's current Long
Range Plan does not even mention the CKC or the ERC. At present, Sound Transit is
considering updates to its Long Range Plan that may or may not include the CKC or the
ERC. That is not the same as “evaluating or planning the placement of one or more
High Capacity Transit Facilities” on the CKC. It is our understanding from Sound Transit
staff that the Sound Transit Board will be evaluating action in December of 2014 to
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amend the Long Range Plan to possibly include the CKC. Until that action occurs and
development of the CKC is an adopted option under the Long Range Plan, designation
of the CKC as a Planned Easement Area is premature.

B. The Easement does not provide for Retroactive Designations.

The City also objects to the designation of the CKC as a “Planned Easement Area” after
receipt of the City’s request for Sound Transit’s review of its Interim Trail design. The
City has been planning the Interim Trail for several years. Detailed planning began in
earnest when State Senator Andy Hill (LD 45) informed Kirkland in April of 2012 that he
had secured $2 million in state funding for the Interim Trail to spur economic
development. On April 23, 2012 Governor Inslee signed the 2012 Capital Budget/Jobs
Now Act (ESB 5127) which included the appropriation to the City of Kirkland of $2
Million for the Cross Kirkland Corridor through the Department of Commerce’s Main
Street Improvement Grants. On May 10, 2012 the City of Kirkland was notified by the
Washington State Public Works Board of being awarded a state grant in the 2012
Capital Budget, with the Public Works Board assigned to administer the grant funds.
Further, in 2012 the PSRC and the State have awarded the City of Kirkland an additional
$1.5 million in grants specifically for development of the interim trail.

Kirkland has kept Sound Transit informed of the Interim Trail. In addition to several
staff meetings between Sound Transit and Kirkland staff over this time frame, the
Kirkland City Manager and Mayor made presentations to the Eastside Rail Corridor
Advisory Committee (RAC) that included information on the Interim Trail on three
separate occasions. These occurred on February 20, 2013, April 4, 2013 and February
12, 2014. Sound Transit RAC Board members and staff were in attendance at each
presentation and not once indicated that Sound Transit was about to designate the CKC
as a Planned Easement Area or that Sound Transit considered the Interim Trail a major
project that could impact a Planned Easement Area.

On February 6, 2014, the City voluntarily requested Sound Transit’s comments on the
Interim Trail design pursuant to the Easement.

The City was attempting to be inclusive and proactive by submitting the Interim Trail
plans to Sound Transit. Under the Easement, “[a]n Other Improvement that is a Minor
Improvement may also, in the discretion of the [City], be submitted to Sound Transit for
review and comment.” Easement, Section 9B(1)(i). The City believes the Interim Trail
is a Minor Improvement and the decision to submit its Interim Trail plans to Sound
Transit was such a discretionary act.

The City is troubled by the fact that after all of the communication between the City and
Sound Transit with respect to the Interim Trail, Sound Transit purported to issue a
Notice of Planned Easement Area at the same time it provided comments on the Interim
Trail. When the City sought comments from Sound Transit pursuant to Section 9(b)(1)
of the Easement in February, there was no such designation. Designating a Planned
Easement Area after a request for comments raises significant fairness and policy
concerns. Whether a portion of the ERC is a Planned Easement Area should be based
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on Sound Transit’s planning process, not on whether there is a request by the City for
review of “Other Improvements” under the Easement.

C. The Proposed Interim Trail is not a “Major Improvement.”

The City also rejects Sound Transit’s assertion that the proposed Interim Trail
constitutes a “Major Improvement” under the Easement that, according to Sound
Transit’s letter makes it not “reasonably practicable” for Sound Transit to implement
high capacity transportation facilities ("HCT") within the corridor.” The Interim Trail is an
interim facility which will be constructed simply by placing and compacting gravel over
the existing rail bed. Construction of the Interim Trail will not adversely affect the
suitability of the rail bed for future high capacity transit use. It simply creates a
smoother surface for pedestrian and non-motorized vehicles in the interim. Sound
Transit's letter would therefore imply the rail bed itself makes it not “reasonably
practicable” for Sound Transit to locate HCT within the Corridor since it exists today
even if Kirkland takes no action. This is nonsensical since Sound Transit is currently
implementing HCT in the Bellevue portion of the Eastside Rail Corridor with the same
rail bed.

It may be that construction of a permanent, paved trail on the CKC constitutes a Major
Improvement under Section 9A of the Easement, but the Interim Trail does not. The
impact of the CKC Master Plan paved trail on HCT is an issue the parties can negotiate
in the future when and if the City proposes permanent trail improvements.

D. Easement Cbnditions should be treated as comments.

Under the Easement Section 9B(1), the conditions set forth in your April 4, 2014 letter
should therefore be treated as comments and that is how the City intends to evaluate
them. City staff will continue to work with Sound Transit staff to address its concerns
about the Interim Trail. However, for the reasons previously stated, the City objects to
Sound Transit’s assertion that it is entitled to place conditions on the development of
the Interim Trail. We believe any potential Sound Transit conditions are more
appropriately directed to Kirkland’s CKC Master Plan which would be a major
improvement to the CKC.

The City also objects to condition 4 of your April 4, 2014 letter. In constructing an
Interim Trail, the City is carrying out the provisions of the federal Rails to Trails Act (16
U.S.C. 1247) and preserving the railbanked status of the CKC. This is important for all
parties with an interest in the ERC.

23 U.S.C. 138 and 49 U.S.C. 303 provide for the preservation of parks and recreational
areas in connection with federal transportation projects. At this point, the City is
unwilling to prospectively take a legal position on the applicability of this federal
legislation to the CKC. Such a request is beyond the scope of the Easement and the
Interim Trail improvements proposed by the City.
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We hope this response has clarified Kirkland’s position on Sound Transit’s letters.
Kirkland is committed to resolve these issues in a positive manner through further
conversation. Kirkland also looks forward to receiving clarification that Sound Transit
does not intend to create financial liability for Kirkland nor require relocation of the
Interim Trail by Kirkland if HCT is implemented along the corridor.

Please let me know if you have any questions.

Sincerely,

Kurt Triplett
City Manager

cc: Pam Bissonnette, Interim Public Works Director
Kari Page, Neighborhood Outreach Coordinator
Oskar Rey, Assistant City Attorney
Jennifer Belk, Sound Transit Deputy General Counsel
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MEMORANDUM
To: Kurt Triplett, City Manager
From: Dave Snider, P.E., Capital Projects Manager

Marilynne Beard, Interim Public Works Director

Date: May 22, 2014
Subject: Annual Street Preservation Program - 2013 Phase II Street Overlay Project

Accept Work

RECOMMENDATION:

It is recommended that City Council accepts the work on the 2013 Street Preservation Program
- Phase II Street Overlay Project, as completed by Watson Asphalt Paving Co, Inc., of
Redmond, WA, and establishes the statutory lien period.

BACKGROUND DISCUSSION:

The 2013 Street Overlay Project is Phase II of the Annual Street Preservation Program for the
maintenance and rehabilitation of the City’s street network. The project included subgrade
preparation and repair, asphalt grinding, and the application of a new surface layer of asphalt.
The 2013 Street Overlay Project included eight schedules of work resulting in the resurfacing of
approximately 10.6 lane miles of roadway (Attachment A).

Phase I of the Annual Street Preservation Program was the Curb Ramp & Concrete Repairs
Project which was accepted by the Council at their January 7 meeting. The Phase III project of
the Annual Program was the Slurry Seal Project which was accepted by the Council at their
January 21 meeting.

The total budget for the 2013 Annual Street Preservation Program is a combination of five
revenue sources including base CIP funding, Proposition 1 Levy funds, a City Council approved
carry-over from the 2012 Program, a street-cut mitigation payment from Puget Sound Energy
(PSE), and a private developer contribution, as follows:

Revenue Source Amount
2013-2018 base CIP $1,750,000
Prop 1 Levy funds $1,959,000
2012 Carry-over $268,606
PSE Contribution $170,329
Private Development Contribution $17,548
TOTAL $4,165,483
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At their regular meeting of May 21, 2013, City Council awarded the 2013 Street Overlay Project
to Watson Asphalt Paving Co., Inc., in the amount of $2,348,066.51. The construction began
July 8 and the work was substantially complete in November 2013. The project was fully
completed on May 9, 2014 after the contractor finished all outstanding weather-dependent
punch list work items.

The total of all payments made to the contractor was $2,177,542.33 with the reduced contract
amount due to bid item quantities being less than originally estimated. With all costs known for
all three phases of the Annual Street Preservation Program, the currently anticipated expenses
for the entire 2013 Street Preservation Program are as follows:

ORIGINAL FINAL

Phase Status Amount Amount
TOTAL BUDGET $4,165,483 $4,165,483
Phase I Curbs and Ramps Accepted 1/7/2014 ($475,943) ($426,266)
Phase 11 Overlay Awarded Accept — This Memo ($2,348,067) | ($2,177,542)
Phase III Slurry Seal Accepted 1/21/2014 ($ 511,794) ($487,089)
Eng., Admin., Inspect., Outreach Through 4/30/14 ($ 600,000) ($681,026)
Sub-Total (remaining) $ 229,679 $393,559
Contribution to Park Lane Council approved 1/7/14 ($100,000)
City Crew Charges In Progress ($63,000)
Balance $230,560

On their regular meeting of January 7, 2014, City Council approved the transfer of $100,000
from the 2013 Street Preservation Program to help fund the street improvement element of
Park Lane Pedestrian Improvement Project. In addition, $63,000 of the 2013 Street
Preservation Project budget was set aside for City crews to pave three neighborhood streets
with severely damaged pavement (97" Ave NE north of NE 128" St, Cul-de-Sac of NE 1215t PI
east of 94" Pl NE, and NE 141% St east of 124" Ave NE). 97" Ave NE was repaved this month
with the other two locations scheduled to be paved within the next few weeks.

The 2013 Street Overlay Project (Phase II) is the final Phase for the 2013 Street Preservation
Program. With City Council’s acceptance of the work on this project, together with all changes
from all phases presently accounted for, $230,559 remains in the overall budget. Staff
recommends all remaining funds be transferred to the 2014 Street Preservation Program
(Attachment B).

Attachment A: Vicinity Map
Attachment B: Project Budget Report — Phase II
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APPROVED BUDGET
(2013-2018 CIP)

AWARD CONTRACT
(Spring 2013)

PHASE

ACCEPT WORK
(This Memo)

FUNDING SOURCES

OENGINEERING

2013 Street Overlay Project
(ST-1306)

Project Budget Report

CITY CREWS $63,000

Attachment B

PARK LANE $100,000

BCONST - CONCRETE REPAIR (PHASE 1) | 00 $1,000,000 $1,500,000 $2,000,000 $2,500,000 $3,000,000 $3,500,000 $4,000,000 $4,500,000

OCONST - OVERLAY (PHASE 1)
OCONST - SLURRY SEAL (PHASE IlI)
ECONTINGENCY (Balance)

ESTIMATED COST
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MEMORANDUM
To: Kurt Triplett, City Manager
From: David Snider, P.E., Capital Projects Manager

Marilynne Beard, Interim Public Works Director

Date: May 22, 2014

Subject: Annual Sidewalk Maintenance Program — Accept Work

RECOMMENDATION:

It is recommended that City Council accepts construction work for the 2011-2012 Annual
Sidewalk Maintenance Program Project, as constructed by AGR Contracting of Monroe, WA, and
establishes the statutory lien period.

BACKGROUND DISCUSSION:

The Annual Sidewalk Maintenance Program repairs or replaces sections of sidewalk that are
deteriorated or damaged. Established to help provide sidewalk improvements throughout the
City, the program has an annual budget of $200,000 to apply toward fixing problems such as
cracking and displacement most often caused by tree roots.

Project funding is a combination of current and carry-over CIP funding, as approved by the City
Council from the previous project’s acceptance, plus two private development bond defaults
resulting in a total project budget of $326,000 (Attachment B). The project was advertised
through the City’s Shared Procurement Portal as a Small Public Works Roster project with AGR
Contracting being lowest responsive bidder with a bid of $224,973.71. Total construction cost
was $225,973.13, due to quantity overruns.

This Sidewalk Maintenance Project consisted of 5 separate areas (Attachment A) with the
following work performed:

Schedule A — Kirkland Way -- Sidewalk panels severely impacted by mature tree root uplift were
replaced, along with sections of impacted curb and gutter. The work also included a City
Arborist’s recommendation to remove seven mature trees that would have been too severely
impacted by root trimming. Right-of-way width and Americans with Disabilities Act
requirements precluded replacement of these trees in their original locations. Agreements with
adjacent private property owners allowed for replacement trees to be placed on the private
properties with a 5-year Retention and Maintenance Agreement to be executed with each
property owner.
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Schedule B - Bridle Trails Shopping Center -- Four areas along 132" Ave NE, fronting the
shopping center, were experiencing tree root uplift and were replaced. No trees were removed;
the existing trees were able to be pruned per City Arborist recommendations - new concrete
sidewalk or rubber sidewalk panels were installed, as appropriate.

Schedule C — Kingsgate Neighborhood Ramps -- During development of the annual Sidewalk
Maintenance Program, a request was received by Public Works from a resident of the Kingsgate
Neighborhood. The resident requested that sidewalk ramps be added along a route that her
son, who utilizes a motorized wheelchair, which he uses to get to the community center on a
daily basis. The project provided 6 new ramps to this area.

Schedule D — Massoudi Short Plat Bond Default, Kingsgate Neighborhood -- During
development of the project, a pre-annexation King County short plat development project
defaulted on a performance bond and the City received the bond monies dedicated for sidewalk
improvements associated with that development. The project constructed this section of
sidewalk.

Schedule E — Berk Short Plat Bond Default, Juanita Neighborhood — As above, this similar bond
default provided an opportunity to complete a missing section of sidewalk with 350 feet of new
sidewalk, curb, gutter and planter strip.

The inclusion of these two Bond Default work items within the project, as well as staff turnover
in the CIP unit responsible for the sidewalk projects, delayed completion of the design and
subsequent bidding. But ultimately the delays enabled the City to utilize additional funding for
the construction of missing sidewalk segments at two locations within these neighborhoods.

With City Council’s acceptance at their June 3 meeting, the project can be closed. The delay in
bringing this project work acceptance to City Council was due to the contractor not providing all
required paperwork in a timely manner. Final payment to the contractor was withheld until
completed paperwork was received. As all project costs have been accounted for, the excess
$42,000 shown on the Project Revision Sheet (Attachment B) was previously returned to the
funding source as part of a 2013 City Council approved budget adjustment process to balance
and close other non-motorized projects.

Attachment A — Vicinity Map
Attachment B — Project Budget Report
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Annual Sidewalk Maintenance Program

Attachment A
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Annual Sidewalk Maintenance Program Project
(CNM-1157) Attachment B

Project Budget Report

APPROVED BUDGET
(2011-2016 CIP)

AWARD CONTRACT
(June 2012)

ACCEPT WORK

(this memo)

PROJECT FUNDING

OENGINEERING

OCONSTRUCTION $- $50,000 $100,000 $150,000 $200,000 $250,000 $300,000 $350,000

BCONTINGENCY ESTIMATED COST
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MEMORANDUM
To: Kurt Triplett, City Manager
From: Brenda Cooper, Chief Information Officer
Oskar Rey, Assistant City Attorney
Date: May 23, 2014
Subject: Second Reading of New Telecommunications Franchise for Astound

Broadband, LLC.

RECOMMENDATION:

That the City Council adopts the attached Ordinance, which grants a new telecommunications
franchise to Astound Broadband, LLC, (“Astound”).

BACKGROUND DISCUSSION:

Astound Broadband, LLC is one of the wholly owned subsidiaries of WaveDivision Holdings LLC,
which operates as Wave Broadband.

A telecommunications franchise grants the franchisee the authority to use the city’s rights of
way to provide telecommunications services. Franchisees may be subject to a variety of fees
associated with the act of building facilities in the rights of way, and having these facilities
inspected. Because the services offered are classified as “information services” by the Federal
Communications Commission, they are not subject to the type of franchise fee that cable
television providers pay. For example, Comcast and Frontier both pay a 5% franchise fee for
the cable television portion of their revenue. Astound would not be subject to this fee until or
unless they choose to provide a “cable service.” At that point, Astound would be required to
enter into a cable franchise with the City.

Franchises are typically granted to telephone, internet, and other communications providers.
There are a number of other similar franchises in the city.

During the process of developing this franchise, language in the document was updated to
match current law and to reflect modern terminology. In other ways it is substantially similar to
other telecommunications franchises issued by the City to other providers.
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The franchise has a 10 year term, which will expire in June 2024, if approved at the June 3,
2014, council meeting. It also has a provision for an additional five-year extension. This is the
normal term offered to telecommunications franchisees.

There are multiple similar franchises in the city, including telecommunication franchises for
AboveNet, Level 3 Communications, LLC, MCI (MFS), MetroNet Fiber Washington Inc., Nextlink,
and Time Warner Telecom.

Under RCW 35A.47.040, the City Council may not adopt a franchise until five days after its
introduction. Council conducted the “first reading” of the attached Ordinance at the May 20"
meeting. At this point, the Council may adopt the franchise.

During the May 20" meeting, a citizen, Mark. A. Nelson, made some recommendations
regarding the franchise. Mr. Nelson’s first comment was that “Section 1.H. does not allow
Astound’s facilities to be installed along the Eastside Rail Corridor. Other facilities currently exist
along this corridor, it is a path that could be used to reduce the disruption of Kirkland’s Rights-
of-Way, and I suggest that this restriction be removed from the ordinance.”

Staff recommends that there be no change in the ordinance related to the rail corridor. Since
acquiring the Cross Kirkland Corridor (“CKC"), the City has been careful to differentiate the CKC
from street rights of way. The distinction is important because the CKC is a rail corridor that
has been railbanked pursuant to the National Trails System Act (16 USC U.S.C. §1241 et.

seq.). The legal status and characteristics of the CKC are significantly different than City street
right of way. In addition, there are different policy questions at play in determining whether
and where to allow telecommunications and utility facilities in the CKC. As a result, City staff
advises against extending the rights granted pursuant to franchises to the CKC. Requests to
locate telecommunications and utility facilities on the CKC should continue to be handled
through a separate process.

Although there is no recommended change to the franchise, staff does support that use of the
corridor as a telecommunications corridor, and the tentative plan at this time is to encourage a
shared trench project where telecommunications providers, governments, and other interested
parties can share costs to complete a relatively low cost build. Detailed plans are not yet
complete for that project.

As written, the franchise does not create any ban on telecommunications use of the corridor in
any way. Even after the joint build referenced above is complete, interested users will be
welcome to approach the council with proposals. Requests would be evaluated on a case by
case basis and would require Council action to approve. Staff believes this is a better
mechanism to ensure thoughtful and equitable use of the CKC rather than setting the precedent
of providing blanket permission to a franchisee in this ordinance.

Mr. Nelson also commented that “Section 4.A required that Facilities which are located above-
ground shall be placed on existing utility poles. This requires the utility pole owner agree to the
placement of Astound’s Facilities. I suggest the second sentence be modified to read,

Any new Facilities to be located above ground shall be placed on existing utility poles,
unless the pole owner refuses to allow such use, in which case Grantee shall negotiate with
the pole owner to replace the existing pole with a pole which will accommodate the
existing facilities and Grantees Facilities on the pole.”
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Staff recommends that this modification not occur. The practice that Mr. Nelson mentions does
in fact happen naturally in the course of business between pole owners and telecommunications
providers, but the City has no right to force either party to enter into such negotiations.

Passing this ordinance also does not require a utility pole owner to allow access. The
agreements simply sets out the City’s requirements and then leaves the negotiation of the
solution to the franchisee and the pole owner.

The third substantive point that Mr. Nelson raised is “Section 8. Covers the Franchise Term
Length and Section 15. Covers Abandonment and Removal of Facilities. The agreement is silent
on the mechanics of what would happen to the Grantee’s Facilities if the Grantee becomes
insolvent during the term of the agreement. I suggest that language be added to address this
condition.”

Staff does not recommend language around insolvency. Any in-ground assets typically have
value and are sold if a firm goes out of business. The city has no right to regulate that sale,
nor any right to take ownership of the facilities based on bankruptcy. If the in-ground assets
have no value at some time in the future and are thus abandoned, then that situation is already
cared for in the Ordinance.

Mr. Nelson also pointed out two typographical errors, which have been corrected.  Staff
appreciates his interest and his thoughtful comments on this agreement.

Staff recommends approval of the attached ordinance.
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ORDINANCE 0-4443

AN ORDINANCE OF THE CITY OF KIRKLAND GRANTING ASTOUND
BROADBAND, LLC A NON-EXCLUSIVE FRANCHISE FOR THE
TRANSMISSION OF TELECOMMUNICATIONS 1IN, THROUGH, OVER
AND UNDER THE RIGHTS-OF-WAY OF THE CITY OF KIRKLAND.

WHEREAS, Astound Broadband, LLC, a Washington limited
liability company (“Grantee”) has requested that the City grant it the
right to install, operate and maintain a fiber optic-based
telecommunications system within the public Rights-of-Way of the
City; and

WHEREAS, the City Council finds it desirable for the welfare of
the City and its residents that such a non-exclusive franchise be
granted to Grantee; and

WHEREAS, the City Council has the authority under state law to
grant franchises for the use of its Rights-of-Way; and

WHEREAS, the City is willing to grant the rights requested by
Grantee subject to certain terms and conditions.

NOW, THEREFORE, The City Council of the City of Kirkland
does ordain as follows:

Section 1. Definitions. Where used in this Ordinance and the
franchise granted hereby (the "Franchise") these terms have the
following meanings:

A. “Affiliate” means an entity which owns or controls, is owned
or controlled by, or is under common ownership with Grantee.

B. "City” means the City of Kirkland, a municipal corporation of
the State of Washington.

C. “Emergency Situation” means an emergency involving likely
loss of life or substantial property damage as determined by City in
good faith.

C. “Facilities” means Grantee’s fiber optic cable system
constructed and operated within the City’s Rights-of-Way, and shall
include all cables, wires, conduits, ducts, pedestals and any associated
converter, equipment or other facilities within the City’s Rights-of-Way,
designed and constructed for the purpose of providing
Telecommunications Service and other lawful services not prohibited
by this Ordinance.
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D. “Franchise” shall mean the initial authorization or renewal
thereof, granted by the City, through this Ordinance, or a
subsequently adopted Ordinance, which authorizes construction and
operation of the Grantee’s Facilities for the purpose of offering
Telecommunications Service and other lawful services not prohibited
by this Ordinance.

E. “Franchise Area” means the present municipal boundaries
of the City, and shall include any additions thereto by annexation or
other legal means.

F. “Person” means an individual, partnership, association, joint
stock company, trust, corporation, limited liability company or
governmental entity.

G. “Rights-of-Way” means the surface and the space above
and Dbelow streets, roadways, highways, avenues, courts, lanes,
alleys, sidewalks, rights of way and similar public areas, but does not
include the portion of the Eastside Rail Corridor (a rail corridor that has
been railbanked pursuant to 16 U.S.C. 1247(d)) within the City.

H. “Telecommunications Service” means any
telecommunications service, telecommunications capacity, or dark
fiber, provided by the Grantee using its Facilities, either directly or as a
carrier for its Affiliates, or any other Person engaged in
Telecommunications Services, including, but not limited to, the
transmission of voice, data or other electronic information, facsimile
reproduction, burglar alarm monitoring, meter reading and home
shopping, or other subsequently developed technology that carries a
signal over fiber optic cable. Telecommunications Service shall also
include non-switched, dedicated and private line, high capacity fiber
optic transmission services to firms, businesses or institutions within
the City and other lawful services not prohibited by this Ordinance.
However, Telecommunications Service shall not include the provision
of “cable services”, as defined by 47 U.S.C. §522, as amended, for
which a separate franchise would be required.

Section 2. Franchise Area and Authority Granted.

A. Facilities within Franchise Area. The City does hereby grant
to Grantee the right, privilege, authority and franchise to construct,
support, attach, connect and stretch Facilities between, maintain,
repair, replace, enlarge, operate and use Facilities in, upon, over,
under, along and across Rights-of-Way in the Franchise Area for
purposes of telecommunications service as defined in RCW 82.04.065.
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B. Permission Required to Enter Onto Other City Property.
Nothing contained in this Ordinance is to be construed as granting
permission to Grantee to go upon any other public place other than
Rights-of-Way within the Franchise Area in this Ordinance. Permission
to go upon any other property owned or controlled by the City must
be sought on a case by case basis from the City.

C. Compliance with WUTC Regulations. At all times during the
term of the Franchise, Grantee shall fully comply with all applicable
regulations of the Washington Utilities and Transportation Commission.

Section 3. Construction and Maintenance.

A. Grantee's Facilities shall be located, relocated and
maintained within the Rights-of-Way in accordance with Kirkland
Municipal Code ("KMC") Chapter 26.36 and so as not to unreasonably
interfere with the free and safe passage of pedestrian and vehicular
traffic and ingress or egress to or from the abutting property and in
accordance with the laws of the State of Washington. Whenever it is
necessary for Grantee, in the exercise of its rights under the Franchise,
to make any excavation in the Rights-of-Way, Grantee shall obtain
prior approval from the City of Kirkland Public Works Department, pay
the applicable permit fees, and obtain any necessary permits for the
excavation work pursuant to KMC Title 19 and KMC Chapter 26.24.
Upon completion of such excavation, Grantee shall restore the surface
of the Rights-of-Way to the specifications established within the
Kirkland Municipal Code and City of Kirkland Public Works Policies and
Standards. If Grantee should fail to leave any portion of the
excavation in a condition that meets the City's specifications per the
KMC and Public Works Policies and Standards, the City may, on five
(5) days notice to Grantee, which notice shall not be required in case
of an Emergency Situation, cause all work necessary to restore the
excavation to a safe condition. Grantee shall pay to the City the
reasonable cost of such work; which shall include, among other things,
the City’s overhead in obtaining completion of said work (provided that
in no event shall such overhead exceed 5% of the total costs, fees and
expenses of third parties).

B. Any surface or subsurface failure occurring during the term
of this Agreement caused by any excavation by Grantee shall be
repaired to the City's specifications, within thirty (30) days, or, upon
five (5) days written notice to Grantee, the City may order all work
necessary to restore the damaged area to a safe and acceptable
condition and Grantee shall pay the reasonable costs of such work to
the City, including City overhead (provided that in no event shall such
overhead exceed 5% of the total costs, fees and expenses of third
parties).
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C. In the event of an Emergency Situation, Grantee may
commence such emergency and repair work as required under the
circumstances, provided that Grantee shall notify the City Public Works
Director in writing as promptly as possible before such repair or
emergency work commences, or as soon thereafter as possible, if
advanced notice is not reasonably possible. The City may act, at any
time, without prior written notice in the case of an Emergency
Situation, but shall notify Grantee in writing as promptly as possible
under the circumstances.

D. Grantee agrees that if any of its actions under the
Franchise materially impair or damage any City property, survey
monument, or property owned by a third-party, Grantee will restore,
at its own cost and expense, the impaired or damaged property to the
same condition as existed prior to such action. Such repair work shall
be performed and completed to the reasonable satisfaction of the
Public Works Director.

Section 4. Location and Relocation of Facilities.

A. Grantee shall place any new Facilities underground where
existing telecommunications and cable facilities are located
underground. Any new Facilities to be located above-ground shall be
placed on existing utility poles. No new utility poles shall be installed
in connection with placement of new above-ground Facilities.

B. Grantee recognizes the need for the City to maintain
adequate width for installation and maintenance of sanitary sewer,
water and storm drainage utilities owned by the City, the Northshore
Utility District and other public utility providers. Thus, the City
reserves the right to maintain clear zones within the public right-of-
way for installation and maintenance of said utilities. The clear zones
for each Right-of-Way segment shall be noted and conditioned with
the issuance of each Right-of-Way permit. If adequate clear zones are
unable to be achieved on a particular Right-of-Way, Grantee shall
locate in an alternate Right-of-Way, obtain easements from private
property owners, or propose alternate construction methods which
maintain and/or enhance the existing clear zones.

C. Except as otherwise required by law, Grantee agrees to
relocate, remove or reroute its Facilities as ordered by the City, at no
expense or liability to the City, except as may be required by RCW
Chapter 35.99. Pursuant to the provisions of Section 5, Grantee
agrees to protect and save harmless the City from any third-party
claims for service interruption or other losses in connection with any
such change or relocation other than City’s negligence or willful
misconduct.
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D. If the City determines that a project necessitates the
relocation of the Grantee’s existing Facilities, then:

1. Within a reasonable time, which shall be no less
than ninety (90) days prior to the commencement of the
project, the City shall provide the Grantee with written notice
requiring relocation; provided that in the event of an
Emergency Situation beyond the control of the City and which
will result in severe financial consequences to the City or its
citizens or businesses, the City shall give the Grantee written
notice as soon as practicable;

2. The City shall provide the Grantee with copies of
information for such improvement project and a proposed
location for the Grantee’s Facilities so that Grantee may
relocate its Facilities in other Rights-of-Way in order to
accommodate the project; and

3. The Grantee shall complete relocation of its Facilities
at no charge or expense to the City so as to accommodate the
project at least ten (10) days prior to commencement of the
project. In the event of an Emergency Situation as described
in this Section, the Grantee shall relocate its Facilities within
the reasonable time period specified by the City.

E. The Grantee may, after receipt of written notice requesting
a relocation of its Facilities, submit to the City written alternatives to
such relocation. The City shall evaluate such alternatives and advise
the Grantee in writing if one or more of the alternatives are suitable to
accommodate the work, which would otherwise necessitate relocation
of the Facilities. If so requested by the City, the Grantee shall submit
additional information to assist the City in making such evaluation.
The City shall give each alternative proposed by the Grantee full and
fair consideration, within a reasonable time, so as to allow for the
relocation work to be performed in a timely manner. In the event the
City ultimately determines that there is no other reasonable
alternative, the Grantee shall relocate its Facilities as otherwise
provided in this Section.

F. The provisions of this Section shall in ho manner preclude
or restrict the Grantee from making any arrangements it may deem
appropriate when responding to a request for relocation of its Facilities
by any Person or entity other than the City, where the Facilities to be
constructed by said Person or entity are not or will not become City-
owned, operated or maintained Facilities; provided, that such
arrangements shall not unduly delay a City construction project.
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G. The Grantee shall indemnify, hold harmless and pay the
costs of defending the City against any and all third party claims, suits,
actions, damages, or liabilities for delays on City construction projects
caused by or arising out of the failure of the Grantee to relocate its
Facilities in a timely manner; provided, that the Grantee shall not be
responsible for damages due to delays caused by the City or
circumstances beyond the reasonable control of the Grantee.

H. In the event that the City orders the Grantee to relocate its
Facilities for a project which is primarily for private benefit, the private
party or parties causing the need for such project shall reimburse the
Grantee for the cost of relocation in the same proportion as their
contribution to the total cost of the project.

I. In the event of an unforeseen Emergency Situation that
creates a threat to public safety, health or welfare, the City may
require the Grantee to relocate its Facilities at its own expense, any
other portion of this Section notwithstanding.

Section 5. Indemnification.

A. Grantee shall indemnify, defend and hold the City, its
agents, officers, employees, volunteers and assigns harmless from and
against any and all third party claims, demands, liability, loss, cost,
damage or expense of any nature whatsoever, including all costs and
reasonable attorney's fees, made against them on account of injury,
sickness, death or damage to persons or property which is caused by
or arises out of, in whole or in part, the willful, tortious or negligent
acts, failures and/or omissions of Grantee or its agents, servants,
employees, contractors, subcontractors or assigns in the construction,
operation or maintenance of its Facilities or in exercising the rights
granted Grantee in the Franchise; provided, however, such
indemnification shall not extend to injury or damage caused by the
negligence or willful misconduct of the City, its agents, officers,
employees, volunteers or assigns.

B. In the event any such claim or demand be presented to or
filed with the City, the City shall promptly notify Grantee thereof (and
in any event prior to the date that Grantee’s rights to defend such
claim or demand would be prejudiced), and Grantee shall have the
right, at its election and at its sole cost and expense, to settle and
compromise such claim or demand, provided further, that in the event
any suit or action be begun against the City based upon any such
claim or demand, the it shall likewise promptly notify Grantee thereof,
and Grantee shall have the right, at its election and its sole cost and
expense, to settle and compromise such suit or action, or defend the
same at its sole cost and expense, by attorneys of its own election.
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Section 6. Default.

A. If Grantee shall fail to comply with any of the provisions of
the Franchise, unless otherwise provided in the Franchise, the City will
serve upon Grantee a written order to comply within thirty (30) days
from the date such order is received by Grantee. If Grantee is not in
compliance with the Franchise after expiration of the thirty (30) day
period, the City may act to remedy the violation and may charge the
reasonable costs and expenses of such action to Grantee. The City
may act without the thirty (30) day notice in case of an Emergency
Situation. If any failure to comply with the Franchise by Grantee
cannot be corrected with due diligence within said thirty (30) day
period, then the time within which Grantee may so comply shall be
extended for such time as may be reasonably necessary and so long
as Grantee works promptly and diligently to effect such compliance.
During such a period, if Grantee is not in compliance with the
Franchise, and is not proceeding with due diligence in accordance with
this section to correct such failure to comply, then the City may in
addition, by ordinance and following written notice to Grantee, declare
an immediate forfeiture of the Franchise and all of Grantee’s rights and
obligations thereunder.

B. In addition to other remedies provided in this Franchise or
otherwise available at law, if Grantee is not in compliance with
requirements of the Franchise, and if a good faith dispute does not
exist concerning such compliance, the City may place a moratorium on
issuance of pending Grantee Right-of-Way use permits until
compliance is achieved.

Section 7. Nonexclusive Franchise. The Franchise granted by
this Ordinance is not and shall not be deemed to be an exclusive
franchise. The Franchise granted by this Ordinance shall not in any
manner prohibit the City from granting other and further franchises
over, upon, and along the Franchise Area. The Franchise granted by
this Ordinance shall not prohibit or prevent the City from using the
Franchise Area or affect the jurisdiction of the City over the same or
any part thereof.

Section 8. Franchise Term.

A. The Franchise is and shall remain in full force and effect for
a period of ten (10) years from and after the effective date of this
Ordinance, provided that the term may be extended for an additional
five (5) years upon the agreement of Grantee and the City; and
provided further, however, Grantee shall have no rights under the
Franchise nor shall Grantee be bound by the terms and conditions of
the Franchise unless Grantee shall, within thirty (30) days after the
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effective date of this Ordinance, file with the City its written
acceptance of the Franchise, in a form acceptable to the City Attorney.

B. If the City and Grantee fail to formally renew the Franchise
prior to the expiration of its term or any extension thereof, the
Franchise shall automatically continue in full force and effect until
renewed or until either party gives written notice at least one hundred
eighty (180) days in advance of intent not to renew the Franchise.

Section 9. Compliance with Codes and Requlations.

A. The rights, privileges and authority herein granted are
subject to and governed by this Ordinance, the applicable laws of the
State of Washington and the applicable laws of the United States, and
all other applicable ordinances and codes of the City of Kirkland, as
they now exist or may hereafter be amended, including but not limited
to the provisions of Kirkland Municipal Code Title 26 and Kirkland
Municipal Code Chapter 5.08. Nothing in this ordinance limits the City's
lawful power to exercise its police power to protect the safety and
welfare of the general public. Any location, relocation, erection or
excavation by Grantee shall be performed by Grantee in accordance
with applicable federal, state and city rules and regulations, including
the City’s Public Works Policies and Standard Plans, and any required
permits, licenses or posted fees, and applicable safety standards then
in effect.

B. In the event that any territory served by Grantee is
annexed to the City after the effective date of the Franchise, such
territory shall be governed by the terms and conditions contained
herein upon the effective date of such annexation.

C. The City acknowledges that Washington law currently limits
the tax the City may impose on Grantee’s activities hereunder to 6%
of revenue derived from the provision of network telephone service
(i.e., “telephone business” as defined in RCW 82.16.010) and that the
federal Internet Tax Freedom Act prohibits the imposition of a tax or
other fee on revenue derived by Grantee from Grantee’s provision of
Internet access services. Grantee agrees that if federal or Washington
law is changed, Grantee, following not less than ninety (90) days
written notice from the City, will negotiate in good faith with the City
to amend the Franchise to expand the revenue base on which such tax
is applied.

Section 10. Undergrounding. New Facilities shall be installed
underground pursuant to Section 4 of the Franchise. Grantee
acknowledges the City’s policy of undergrounding of Facilities within
the Franchise Area. Grantee will cooperate with the City in the
undergrounding of Grantee's existing Facilities with the Franchise Area.
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If during the term of the Franchise, the City shall direct Grantee to
underground Facilities within any Franchise Area, such undergrounding
shall be at no cost to the City except as may be provided in RCW
Chapter 35.99. Grantee shall comply with all federal, state, and City
regulations on undergrounding. If the City undertakes any street
improvement which would otherwise require relocation of Grantee's
above-ground Facilities, the City may, by written notice to Grantee,
direct that Grantee convert any such Facilities to underground
Facilities.

Section 11. Record of Installations and Service.

A. With respect to excavations by Grantee and the City within
the Franchise Area, Grantee and the City shall each comply with its
respective obligations pursuant to Chapter 19.122 RCW and any other
applicable state or federal law.

B. Upon written request of the City, Grantee shall provide the
City with the most recent update available of any plan of potential
improvements to its Facilities within the Franchise Area; provided,
however, any such plan so submitted shall be for informational
purposes within the Franchise Area, nor shall such plan be construed
as a proposal to undertake any specific improvements within the
Franchise Area.

C. As-built drawings and maps of the precise location of any
Facilities placed by Grantee in any Rights-of-Way shall be made
available by Grantee to the City within ten (10) working days of the
City’s written request. These plans and maps shall be provided at no
cost to the City and shall include hard copies and/or digital copies in a
format commonly used in the telecommunications industry.

Section 12. Shared Use of Excavations and Trenches.

A. If either the City or Grantee shall at any time after
installation of the Facilities plan to make excavations in the area
covered by the Franchise and as described in this Section, the party
planning such excavation shall afford the other, upon receipt of written
request to do so, an opportunity to share such an excavation, provided
that. (1) such joint use shall not unreasonably delay the work of the
party causing the excavation to be made or unreasonably increase its
costs; (2) such joint use shall be arranged and accomplished on terms
and conditions satisfactory to both parties. In addition, pursuant to
RCW 35.99.070, the City may request that Grantee install additional
conduit, ducts and related access structures for the City pursuant to
contract, under which Grantee shall recover its incremental costs of
providing such facilities to the City.
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B. The City reserves the right to not allow open trenching for
five years following a street overlay or improvement project. Grantee
shall be given written notice at least ninety (90) days prior to the
commencement of the project. Required trenching due to an
emergency will not be subject to five (5) year street trenching
moratoriums.

C. The City reserves the right to require Grantee to joint
trench with other franchisees if both entities are anticipating trenching
within the same franchise area and provided that the terms of this
Section are met.

Section 13. Insurance.

A. Grantee shall procure and maintain for the duration of the
Franchise, insurance against claims for injuries to persons or damage
to property which may arise from or in connection with the
performance of work under the Franchise by Grantee, its agents,
representatives or employees in the amounts and types set forth
below pursuant to KMC 26.40.020:

1. Commercial General Liability insurance with limits no
less than $5,000,000 combined single limit for bodily injury
(including death) and property damage, including premises
operation, products and completed operations and explosion,
collapse and underground coverage extensions;

2. Automobile liability for owned, non-owned and hired
vehicles with a combined single limit of $3,000,000 for each
accident for bodily injury and property damage; and

3. Worker's compensation within statutory limits and
employer’s liability insurance with limits of not less than
$1,000,000 for each accident/disease/policy limit or as required by
law.

B. Grantee's insurance coverage shall be primary insurance as
respects the City. Any insurance, self-insurance or insurance pool
coverage maintained by the City shall be in excess of Grantee's
insurance and shall not contribute with it.

C. Grantee shall furnish the City with certificates of the
foregoing insurance coverage or a copy of amendatory endorsements,
including but not necessarily limited to the additional insured
endorsement.

D. Grantee shall have the right to self-insure any or all of the

above-required insurance. Any such self-insurance is subject to
approval by the City.

10
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E. Grantee’s maintenance of insurance as required by the
Franchise shall not be construed to limit the liability of Grantee to the
coverage provided by such insurance, or otherwise limit City’s recourse
to any remedy to which the City is otherwise entitled at law or in
equity.

Section 14. Assignment.

A. All of the provisions, conditions, and requirements herein
contained shall be binding upon Grantee, and no right, privilege,
license or authorization granted to Grantee hereunder may be
assigned or otherwise transferred without the prior written
authorization and approval of the City, which the City may not
unreasonably withhold.  Notwithstanding the foregoing, Grantee,
without the consent of, but upon notice to the City, may assign this
agreement in whole or in part to: (a) an Affiliate (as defined in this
Ordinance); or (b) a lender for security purposes only.

B. Grantee may lease the Facilities or any portion thereof to
another or provide capacity or bandwidth in its Facilities to another,
provided that: Grantee at all times retains exclusive control over such
Facilities and remains responsible for locating, servicing, repairing,
relocating or removing its Facilities pursuant to the terms and
conditions of the Franchise.

Section 15. Abandonment and Removal of Facilities. Upon the
expiration, termination, or revocation of the rights granted under the
Franchise, the Grantee shall remove all of its Facilities from the Rights-
of-Way of the City within ninety (90) days of receiving notice from the
City’s Public Works Director; provided however, that the City may
permit the Grantee’s improvements to be abandoned in place in such a
manner as the City may prescribe. Upon permanent abandonment,
and Grantee’s agreement to transfer ownership of the Facilities to the
City, the Grantee shall submit to the City a proposal and instruments
for transferring ownership to the City. Any such Facilities which are
not permitted to be abandoned in place which are not removed within
ninety (90) days of receipt of said notice shall automatically become
the property of the City; provided however, that nothing contained
within this Section shall prevent the City from compelling the Grantee
to remove any such Facilities through judicial action when the City has
not permitted the Grantee to abandon said Facilities in place.

Section 16. Miscellaneous.

A. If any term, provision, condition or portion of this
Ordinance shall be held to be invalid, such invalidity shall not affect
the validity of the remaining portions of this Ordinance which shall

11
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continue in full force and effect. The headings of sections and
paragraphs of this Ordinance are for convenience of reference only
and are not intended to restrict, affect, or be of any weight in the
interpretation or construction of the provisions of such sections of
paragraphs.

B. Grantee shall pay for the City's reasonable administrative
costs in drafting and processing this Ordinance and all work related
thereto, which payment shall not exceed $2,000. Grantee shall further
be subject to all published permit fees associated with activities and
the provisions of any such permit, approval, license, agreement of
other document, the provisions of the Franchise shall control.

C. Failure of the City to declare any breach or default under
this Franchise or any delay in taking action shall not waive such breach
or default, but the City shall have the right to declare any such breach
or default at any time. Failure of the City to declare one breach or
default does not act as a waiver of the City’s right to declare another
breach or default.

D. Notwithstanding anything to the contrary herein, any
determination by the City with respect to matters contained in this
Ordinance and matters related to the Franchise shall be made in
accordance with applicable federal law, including without limitation any
applicable rules and regulations promulgated by the Federal
Communications Commission, applicable state law and in a reasonable
and non-discriminatory manner.

Section 17. Notice. Any notice or information required or
permitted to be given to the parties under this Franchise may be sent
to the following addresses unless otherwise specified:

City: Grantee:

City of Kirkland Astound Broadband, LLC

Public Works Director 401 Kirkland Parkplace, Suite 500
123 Fifth Avenue Kirkland, WA 98033

Kirkland, WA 98033 Attn: Steve Weed, CEO and Jim

Penney, EVP

Notice shall be deemed given upon receipt in the case of personal
delivery, three (3) days after deposit in the United States Mail in the
case of regular mail, or the next day in the case of overnight delivery.

Section 18. Effective date. This Ordinance, being in
compliance with RCW 35A.47.040, shall be in force and effect five (5)
days from and after its passage by the Kirkland City Council and
publication pursuant to Section 1.08.017 Kirkland Municipal Code in

12
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the summary form attached to the original of this ordinance and by
this reference approved by the City Council.

Passed by majority vote of the Kirkland City Council in open

meeting this day of , 2014.
Signed in authentication thereof this day of
, 2014,
MAYOR
Attest:
City Clerk

Approved as to Form:

City Attorney

13
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PUBLICATION SUMMARY
OF ORDINANCE 0-4443

AN ORDINANCE OF THE CITY OF KIRKLAND GRANTING ASTOUND
BROADBAND, LLC A NON-EXCLUSIVE FRANCHISE FOR THE
TRANSMISSION OF TELECOMMUNICATIONS IN, THROUGH, OVER AND
UNDER THE RIGHTS-OF-WAY OF THE CITY OF KIRKLAND.

SECTIONS 1 - 17. Issues a right of way Franchise to Astound
Broadband, LLC for telecommunication purposes and sets forth the
terms and conditions of the Franchise.

SECTION 18. Authorizes publication of the ordinance by
summary, which summary is approved by the City Council pursuant to
Section 1.08.017 Kirkland Municipal Code and establishes the effective
date as five days after publication of summary.

The full text of this Ordinance will be mailed without charge to
any person upon request made to the City Clerk for the City of Kirkland.
The Ordinance was passed by the Kirkland City Council at its meeting
on the day of , 2014,

I certify that the foregoing is a summary of Ordinance
approved by the Kirkland City Council for summary
publication.

City Clerk
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Az Department of Parks & Community Services
505 Market Street, Suite A, Kirkland, WA 98033 425.587.3300
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MEMORANDUM

To: Kurt Triplett, City Manager

From: Jennifer Schroder, Director

Date: May 21, 2014

Subject: Proposition 2 — 2013 Park Levy Accountability Report

RECOMMENDATION:
That the City Council reviews the preliminary 2013 Park Levy Accountability Report and provides
staff feedback prior to the final report being accepted by the Council and issued to the public.

BACKGROUND DISCUSSION:

Kirkland was challenged by maintaining and improving parks that meet the community’s
expectations. The challenge began with the economic downturn that significantly impacted City
revenue starting in 2008. With less revenue, it was necessary for the City to implement service
level reductions in parks and community services to preserve citizen public safety priorities.
Reductions included lower levels of field maintenance, reduced trash collection in parks, less
frequent park restroom cleaning, and reductions in lifeguard services.

In September 2011, a group of citizens came forward to ask the City Council to consider a tax
measure to restore parks maintenance services and to invest in the City’s park system. The City
Council responded by creating a citizen advisory task force called Parks Funding Exploratory
Committee (PFEC). The PFEC was made up of representatives from all Kirkland neighborhoods,
business leaders and park user groups. The PFEC recommended that a combined park capital
and operating measure be placed before the voters. Citizen surveys conducted by the Council
also showed that the residents of Kirkland were interested in more resources for parks. The
City Council then placed the PFEC-recommended measure on the ballot. On November 6, 2012,
Kirkland voters approved Proposition 2: Levy for City Parks Maintenance, Restoration and
Enhancement. The summary information about Proposition 2 that was prepared for the public
is included as Attachment A. The Parks Levy will raise $2.35 million annually to fund
preservation, maintenance, and enhancement of Kirkland’s parks and natural areas.

ANNUAL ACCOUNTABILITY REPORT

The Park Levy measure (Ordinance No. 4365) describes the restricted uses for the funding as
well as a requirement to produce annually an accountability report documenting actions and
status of the programs funded by the Levy. The Park Levy funds are allocated to 1) Park
Maintenance and Operations ($1.095 million) and 2) Annual investment of approximately $1
million for Park Capital Projects ($7.5 million over the first seven years).

H:\Agenda Items\061714_CCMtg\UnfinishedBusiness\Parks Levy Accountability Report\1_Park Levy Report 2013_June32014.docx
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The Park Levy Accountability Report informs the City Council and the community of annual
accomplishments and funding status. The 2013 report will document the results of the Park
Levy’s first year. The preliminary accountability report is included as a pdf file as Attachment B
for Council’s review and feedback will be incorporated into the final document which will be
brought back for final approval and then distributed to the public. A hard copy of the draft
report will also be placed in each of the Councilmember’s mailboxes.

A draft of the 2013 report is available here:

http://issuu.com/cityofkirkland/docs/kirkland parks levy report 2013-
14 ?e=11259893/8057826

Attachment: Parks Levy Fact Sheet

H:\Agenda Items\061714_CCMtg\UnfinishedBusiness\Parks Levy Accountability Report\1_Park Levy Report 2013_June32014.docx
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KIRKLAND, LIKE MANY CITIES, continues to be
challenged in maintaining and improving parks that
meet the community’s expectations. The challenge
began with the economic downturn that significantly
impacted city revenue starting in 2008 and that
continues today. With less revenue, it was necessary
for the City to implement service level reductions

in parks and community services to preserve citizen
public safety priorities. Reductions included lower
levels of field maintenance, trash collection in parks,
park restroom cleaning, and reductions in lifeguard
services. In September 2011, a group of citizens
came forward to ask the City Council to consider a tax
measure to restore parks maintenance services and

to invest in the City's park system. On November 6,
2012, Kirkland voters will be asked to consider Propo-

PROPOSITION 2: LEVY for QTWAR
MAINTENANCE. RESTORATION
— ENHANCEMENT

EE— T W T

R —

o

Voter Ballot Measﬁré Féct Sheet f
November 6, 2012 General Election

CITY OF KIRKLAND
PROPOSITION NO. 2

LEVY FOR CITY PARKS MAINTENANCE,
RESTORATION, AND ENHANCEMENT

The Kirkland City Council adopted Ordinance No.4365
concerning a proposition for a park levy rate increase.
To restore and enhance funding for park maintenance
and beach lifeguards, to maintain, renovate, and enhance
docks, park facilities, trails and playfields and to acquire
parkland and open space, the City's regular property
tax levy base shall be increased permanently by $.16
per $1,000 of assessed value for collection beginning in
2013 and such amount shall be used for the purpose of
computing the limitations for subsequent levies provided
under RCW ch. 84.55. Should this proposition be:

APPROVED? ...veoneveeeeservessn a
REJECTED? |

sition 2: City Parks Maintenance, Restoration, and Enhancement Levy. Proposition 2 would raise $2.35 million
annually and would fund preservation, maintenance, and enhancement of Kirkland's parks and natural areas.
The ballot measure proposes an ongoing property tax levy of 16 cents per $1,000 of assessed value. The
estimated annual cost is $55.36 for a home valued at $346,000 (the median assessed value of a single family

home in Kirkland).

Citizens' Opinion of High Priority City Services

In the City's biennial survey, Kirkland's residents consistently rank public safety
as the City's most essential service. In 2012, for example, 93 percent of
respondents said fire and emergency medical services were important.
Eighty-five percent said the same thing about police services. To maintain
these critical services in the face of the 2009-2010 biennial budget reductions,
Kirkland's leaders reduced budgets in parks maintenance, roads maintenance,
and neighborhood traffic safety. Also in 2012, 75 percent of respondents said
they would be willing to support a fee or a tax-increase to provide funding to
maintain parks and roads. Survey participants have also consistently reflected a
positive view of Kirkland as a place to live which they attribute to location, small
town feel, and the physical environment such as the City's parks.

www.kirklandwa.gov/ballotmeasures - page 1
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Park Funding Exploratory Committee

In response to citizens' requests for the City Council to con-
sider a parks levy, the Council formed a Park Funding
Exploratory Committee (PFEC) in 2011. PFEC served as an
ad-hoc group comprised of nearly 50 citizens representing

a wide array of the community’s neighborhood, business,
education, sports, and civic organizations. The PFEC was
asked to assess and make recommendations on the short and
long-term maintenance, operational, and capital needs of
Kirkland's parks and open space system.

The PFEC process involved gathering and interpreting
information about the goals, issues, needs, and priorities for
Kirkland's park, open space and recreation system; directing
public outreach strategies such as citizen surveys and open
houses; exploring funding alternatives such as a park bond
or levy; and preparing conclusions and recommendations for
Council consideration.

Impacts of Economic Downturn

Between 2008 and 2011, the Parks and Community Services
Department has experienced a 20% reduction in park main-
tenance staffing. This has resulted in an unprecedented drop

in the level of care for the community’s extensive park system.

The City tried to minimize the effects of these budget cuts
through efficiencies, use of temporary funding, volunteers,
and negotiating a contract with Waste Management to
re-establish garbage service to neighborhood parks. But
preventive maintenance and replacement of equipment has
been deferred at city parks, docks, shorelines and trails.

+

]

Bet_l)l_/een 2_008 and 2011, the Pérks Elled Comm;n/lj/_Serv/ces Department
has experienced a 20% reduction in park maintenance staffing.

page 2 - www.kirklandwa.gov/ballotmeasures

PFEC members discuss priority services and projects for proposed parks lewy.

The PFEC extensively considered several options for a park levy
including one for maintenance and operations only (M&O), two
separate ballot measures including one for M&QO and one for
capital projects, and one “combined” measure (M&QO and capital
projects). The City Council accepted the PFEC's recommendation

for a combined M&O and capital projects levy.

Likewise, the City's capital investments in its park
system have been negatively impacted by the
economic downturn. The primary funding source
for park capital improvements — Real Estate Excise
Tax (REET) that is collected only when homes are
sold — has declined to the extent that annual fund-
ing in the Parks Capital Improvement Program
(CIP) has dropped by more than 38% in the past
several years.

Needs of the New Neighborhoods
The City's 2011 annexation of the Juanita, Finn
Hill, and Kingsgate neighborhoods brings these
service and project issues into even sharper

focus. While some additional funding has been
allocated to help the City manage five new parks
transferred from King County, the City is not

able to provide the same level of service in these
parks that it had intended when the City chose

to proceed with the annexation. With annexa-
tion, O.O. Denny Park is now in city limits. The
maintenance of the Park has been funded through
a levy which has been administered by the Finn
Hill Park and Recreation District. The District’s levy will expire at
the end of 2014 and the City could assume responsibility for the
Park if Proposition 2 passes and the Park District could reduce or

eliminate its levy.



E-page 90

PROPOSITION 2: Where Will The Money Go?

P PARK MAINTENANCE AND OPERATIONS
($1.095 million)

Restore maintenance reductions and ensure
Kirkland parks are maintained consistent with
the community’s expectation

Provide lifeguards at Houghton, Waverly, and
Juanita beaches to help ensure safety

Continue the community’s Green Kirkland
Partnership which restores and provides
healthy forests and habitat areas

Maintain O.O. Denny Park, a community
waterfront park

Maintain the Cross Kirkland Corridor

If approved, Proposition 2 would help fund an interim bicycle
and pedestrian trail within the Cross Kirkland Corridor.

restore and provide healthy forests and habitation areas.

In addition to the maintenance and operations
ongoing funding, if approved, Proposition 2 would
achieve the following in the first 7 years:

Dock and Shoreline Renovations
($800,000)

Complete major repairs and improvements to
public docks and park shorelines for safety and
property protection

City-School District Playfields Partnership
($1 million)

Continue the partnership with Lake Washington
School District to upgrade school playfields for
neighborhood and community use

Juanita Beach Bathhouse Replacement
($1.2 million)

Provide park restrooms, park maintenance, and
canoe/kayak boating concession

Edith Moulton Park Renovation
($1 million)

Provide funding for renovations to this community
park transferred from King County as part of the
2011 annexation

Waverly Beach Park Renovation
($500,000)

Provide funding for needed improvements to
this popular community waterfront park

Cross Kirkland Corridor Trail
($500,000)

Create an interim bicycle and pedestrian trail
within the 5.75 mile Cross Kirkland Corridor

Open Space and Park Land Acquisition
($2.5 million)

Preserve natural areas and opens spaces and
acquire land for future neighborhood parks in
areas of the city where new parks are needed

www.kirklandwa.gov/ballotmeasures - page 3
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Public Schools
—— (Local Levies & State Support)
s5.4% WHERE DO MY
— City of Kirkland
w 13.6%
& PROPERTY TAXES GO?
=
-
As shown in the graphic to the left (Figure 1), the
Special Districts King Co:.lnty City of Kirkland receives about 14% of the total
17.9% 13.1% property taxes paid each year. There are 10 tax-
ing districts on a Kirkland property tax bill. The
average total property taxes paid on a $346,000
home is $3,647 for all taxing districts.
Total
2012 Property sps
. Regular|  2012Debt| TaxLevy pr would Proposition 2 affect
City Levy Rate | Service Rate Rate|  Kirkland property tax rates?
: Sammamish 2.55860 0.00000 | 2.55860 Kirkland's levy is the total amount of property tax
g Shoreline 1.60000 0.27235| 1.87235 revenue the City can collect in one year. The King
O | Redmond 1.76073 0.02282 1.78355 County Assessor determines the assessed valua-
L | Bothell 1.48357 0.13249 1.61606 tion of your property. The levy rate is determined
Kirkland 1.36766 0.08976 1.45742 by taking the total levy and leldmg it by the total
Bellevue 106605 013100 1.19705 property value in the City. The rate is then
Medina 107032 000000 107032 applied to every $1,000 of a property’s value,

which determines the amount of property taxes
paid. The table to the right (Figure 2) shows the

2012 property tax rates in Kirkland and other
Parks Levy Impact at 16.0 cents  comparable cities in the area.

per $1,000 of assessed value

Source: www.kingcounty.gov/Assessor/Reports/StatisticalReports/2012.aspx

If approved by voters, what would
Home Value  Annual Monthly | be the cost of Proposition 2 for a

Levy Levy Kirkland homeowner?
Cost: Cost: The ballot measure proposes an ongoing prop-
erty tax levy of 16.0 cents per $1,000 of assessed
> 300,000 > 48.00 54.00 value. If approved, it would raise $2.35 million
$ 346,000 $ 5536 $4.61 each year. The estimated annual cost is $55.36
- for a home valued at $346,000 (based upon the
5 430,000 568.88 3573 median of assessed value of a single family home
$ 750,000 $120.00 $10.00 in Kirkland). See estimated annual cost for a range

of home values (Figure 3).

FIGURE 3

(1) 2012 Kirkland Median Single Family Value
(2) 2012 Kirkland Average Single Family Value

ELECTION DAY IS NOVEMBER 6, 2012
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% For information about Kirkland's Parks Maintenance and Operations, contact Jennifer Schroder,
o Director, Parks and Community Services Department at 425-587-3300 or jschroder@kirklandwa.gov.
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MEMORANDUM
To: Kurt Triplett, City Manager
From: Eric Shields, AICP, Planning Director
Date: May 22, 2014
Subject: Norkirk LIT Zone Marijuana Sales

RECOMMENDATION

Discuss issues and concerns about marijuana sales in the Norkirk Neighborhood Light
Industrial Technology (LIT) Zone and provide direction to staff for any desired additional
work.

BACKGROUND DISCUSSION

Washington voters passed I-502 in November of 2012, which made marijuana growing,
production and retail sales legal under state law, even though it is still not legal under
federal law. Under I-502 the Washington State Liquor Control Board (WSLCB) was
given oversight over marijuana production and sales. In 2013 the WSLCB issued a
series of regulations that identified where marijuana sales would be prohibited. These
included bans on marijuana stores within 1000 feet of schools, libraries, state licensed
daycare centers and other similar facilities defined by the state where children were
present. Under Kirkland’s zoning code, any retail-zoned location that was not prohibited
by the WSLCB restrictions was a potential location for a marijuana retail store. After
applying the WSLCB buffers, most of the logical retail locations in Kirkland were
prohibited.

After receiving the preliminary recommendations from the state, Kirkland staff presented
maps to the City Council in the summer of 2013 and asked for direction on whether
additional restrictions or regulations should be applied by the City. At that time, the
Council elected not to impose additional restrictions as it was unclear that state law
would even allow cities to restrict beyond I-502, and it was unclear whether taking
proactive action on marijuana would create liability for the City under federal law since
marijuana remained illegal at the federal level. After the initial discussion with the City
Council, the Washington State Attorney General issued an opinion that cities could
regulate marijuana production and retails sales facilities. In addition, residents of the
Market Neighborhood came to the Council and highlighted concerns about several
potential marijuana retail locations along Market Street. The concerns expressed were
the impact of potential marijuana sales traffic on Market Street, which is heavily
congested at rush hour, as well as the safety of school children as several major school
walk routes and school crosswalks were established along Market.
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Based on the Attorney General’s Opinion, the feedback from Market residents, and staff
investigation of the varied experiences in Colorado which had also legalized marijuana,
the Council adopted interim marijuana retail regulations that banned sale of marijuana
on properties adjacent to officially adopted School Walk Routes. But the Council was
also concerned that the interim regulations further restricted the number of potential
retail sites to such an extent that it would be difficult for a marijuana retail store to
locate anywhere in Kirkland. Therefore, as part of the interim regulations, the Council
also added retail sales of marijuana as an allowed use in the LIT Zones and Totem Lake
Zones where such locations were not already prohibited by the WSCLB restrictions. The
interim regulations will expire in September of 2014, and will need to be extended as
the Planning Commission is currently fully scheduled in 2014 processing the 2035
Comprehensive Plan update and will be unable to take up the issue of marijuana zoning
and regulation until sometime in 2015.

At recent Council meetings, residents of the Norkirk Neighborhood expressed concerns
about the potential sale of marijuana in the LIT zone at the southeast corner of the
neighborhood. The primary concern expressed by the residents was the close proximity
of residential housing to the light industrial uses. On some streets in the Norkirk LIT
zone, homes and commercial businesses are side-by side on the same street. Residents
also expressed concerns about the potential traffic impacts, as well as the unknown
potential for crime associated with marijuana retail businesses. The residents
commented that these potentially negative impacts would be magnified by the proximity
of residences to the commercial properties, and asked the Council to prohibit marijuana
retail sales in the Norkirk LIT zone.

At the May 20 Council meeting, Council members asked to discuss those concerns at a
subsequent meeting. A map showing the permitted locations for marijuana retail
businesses throughout the City is shown in Attachment 1. The map has screened out
locations that are permitted by the zoning but which do not appear to be permitted
under I-502 buffer restrictions.

Impact of Dance Studio

One of the neighborhood residents testified that there is a children’s dance studio
located in the Norkirk LIT zone and that she had heard from the Washington State
Liquor Control Board (WSLCB) that the dance studio would qualify as a protected use
under Initiative 502 and require a 1000 ft. buffer, which would have eliminated much of
the Norkirk LIT zone from allowing a marijuana retail business.

Council asked that staff contact the WSLCB and verify this. Eric Shields, the Planning
Director emailed this question to the WSLCB and received a response that the studio
would not qualify as a protected use because:

“WAC 314-55-010(19) states that to be considered a "recreation center" for our purposes
a business must be owned and/or managed by a charitable nonprofit organization, city,
county, state, or federal government.”

Mr. Shields then followed up asking what qualifies a business to be considered a
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“charitable nonprofit organization” and received a response that it would need to qualify
under the Internal Revenue Service regulations. This response reminded staff of similar
situations where businesses have sought to qualify as a “community facility” use under
the Kirkland Zoning Code. Certain recreation types of businesses are not allowed in
some zones, but community facilities are; and by qualifying as nonprofit businesses
under IRS regulations, the recreation businesses have been able to be permitted as
community facilities. Mr. Shields pointed this out to the WSLCB employee with whom he
was communicating and the employee responded that he'd need to discuss the matter
with his supervisor. Mr. Shields followed up a few days later to see if there was any
further information, but has not received a response. Staff will follow up again with the
WSLB and hopes to have more information prior to the June 3 Council meeting.

Status of WSLCB Retail licenses

In early May, the WSLCB conducted a lottery of retail license applicants and created a
rank order list of applicants in each jurisdiction. Since Kirkland was allocated a
maximum of two retail locations, the top two ranked Kirkland applicants have the
opportunity to secure retail licenses from the WSLCB. Each applicant identified an
intended location for their business, but staff has confirmed that the WSLCB will allow
the applicants to change locations if their intended location doesn't work out. If either
of the top two applicants cannot secure a location, then the next ranked applicant will
have a chance to do so.

The ranked list of Kirkland retail applicants is provided in attachment 2. As you will see,
both of the top two applicants have indicated the same address — a small house in a
commercial zone across 120" Ave. NE from Costco. That site is a permitted location
under City zoning and appears not to be precluded by I-502 buffer restrictions.
However, the site is severely restricted by wetlands and may be difficult to develop in
conformance with City zoning regulations.

Options for Responding to Norkirk Residents’ Concerns
Staff suggests that the Council consider the following options for responding to the
concerns presented by the Norkirk residents:

1. Maintain the existing interim ordinance, and consider potential changes when the
interim ordinance needs to be extended in September of 2014.

2. Consider a new interim ordinance that prohibits retail marijuana sales in the LIT
zone. The ordinance could be drafted to preclude retailing in all LIT zones or only
the LIT zone in the Norkirk Neighborhood. Under either scenario, light industrial
zones in the Totem Lake Neighborhood would remain as eligible locations

3. Consider an interim ordinance that uses other methods to exclude the Norkirk
LIT zone such additional school walk route designations or buffers from low
residential development.

Attachments:
1. Permitted retail locations in Kirkland
2. Kirkland retail lottery rankings
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Application
Number
415613
414907
413780
414240
414475
415652
414407
414984
413826
414319
414906
414916

Tradename

TWISTED GREENS CORP
420 PM

HIGHER VIBRATIONS
DAN'S HERBS
TWISTED SACKS CORP
RETAIL MARIJUANA
KUSH

THE NOVEL TREE
CEMA INVESTMENTS
BUDDY'S BUDS

420 PM

STONER HAZE

Location Address

8734 120TH AVE NE

8734 120TH AVE NE

12504 116TH AVE NE

12543 TOTEM LAKE BLVD NE
8734 120TH AVE NE

1818 MARKET ST

12525 TOTEM LAKE BLVD NE
1313 MARKET ST STE 1000
12543 TOTEM LAKE BLVD NE
12525 TOTEM LAKE BLVD NE
8734 120TH AVE NE

8734 120TH AVE NE

City

KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND
KIRKLAND

Lottery
Rank

e =
CRhEBoo~v~ourwnpr
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MEMORANDUM
Date: May 22, 2014
To: Kurt Triplett, City Manager
From: Dorian Collins, AICP Senior Planner

Paul Stewart, AICP Planning Deputy Director

Eric Shields, Planning Director

Tracey Dunlap, Director of Finance and Administration
Ellen Miller-Wolfe, Economic Development Manager

Subject: TRANSFER OF DEVELOPMENT RIGHTS — RESOLUTION OF
SUPPORT, (FILE CAM13-1936)

RECOMMENDATION

It is recommended that the City Council receives a presentation and adopts the attached
Resolution expressing the City Council’s support for regional Transfer of Development
Rights (TDR) and willingness to consider regional TDR policies as part of the
Comprehensive Plan update and implementing development regulations.

It is a requirement of the EPA funding that the Council take action in some form
(approval or denial) on regional TDR policies and regulations. The funding deadlines
associated with the grant require that the City act at this time. However, this action is
limited to approval/denial of a Resolution that simply indicates Council’s general support
of regional TDR and Council’s intent to consider the actual implementation of regional
TDR policies and regulations when the Council will adopt an updated Comprehensive
Plan.

An overview of the study findings and recommendations will be provided by staff, the
TDR Program Manager from King County (Darren Greve), and the lead consultant on the
study (Morgan Shook, BERK Consulting and ECONorthwest) at the June 3™ meeting.

BACKGROUND DISCUSSION

The key conclusions from the study examining the feasibility of developing a Transfer of
Development Rights (TDR) program within the Totem Lake Business District, paired with
the establishment of a Landscape Conservation and Local Infrastructure Program
(LCLIP) that leverages the use of TDR for infrastructure funding are:
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e The business district boasts a good location adjacent to I-405, as well as
proximity to the region’s aerospace hubs and downtown Bellevue and Redmond.
However, it is unlikely to attract much new development in the near-term as it is
not in a core location attractive to investors, is auto-centric with limited transit
and lacks high-quality amenities.

e Traditional bonus mechanisms used in TDR programs would not be successful in
the case of the Totem Lake Business District where demand is already met by
existing regulations.

e Due to the limited potential for the placement of TDR credits from density
bonuses throughout the business district, a modest TDR/LCLIP program could be
created for one zone (TL 5) where development regulations contain a
development cap. The program could be designed to work with major
developments within this zone.

Kirkland’s Totem Lake Business District is a designated Urban Center, and is planned for
higher levels and densities of population, housing, employment and activity. To support
this vision, the City has adopted generous incentives for development and made
substantial public infrastructure investments to catalyze the growth needed to achieve
the goals for the district. In order to explore the promise of additional potential
techniques to benefit Totem Lake, the City chose to study the feasibility of developing a
Transfer of Development Rights (TDR) program within the area. In September of 2012,
the City of Kirkland entered into an agreement with King County to study the
development of a County-to-City TDR program for Totem Lake.

King County’s regional program was created to direct development away from rural and
resource lands in order to protect and restore Puget Sound watersheds, and into urban
areas seeking revitalization and growth in employment and housing. More information
about the County’s program can be found here. To date, King County has accomplished
transfers through interlocal agreements with Seattle and Issaquah, and has additional
such agreements with Bellevue and Sammamish. Other TDR programs exist in many
cities and counties throughout Washington State.

Under a TDR program, landowners in “sending areas” (parcels from which development
rights will be transferred) are paid a development value for their property, while
retaining the resource uses (such as farming, open space, or forest). When the
development rights are removed from the parcel, a conservation easement is placed on
the land, permanently protecting it from development. This preserves the rural
character and open space. Developers who purchase these rights or “credits” then
receive bonuses, such as additional height, residential units or square footage, to use in
“receiving areas” (sites to which development rights will be transferred) determined to
be more suitable for growth. Consequently, a successful TDR program depends on the
willingness of a developer to pay the market value for credits in order to use them in a
receiving area in addition to the development rights granted under the existing zoning.

Recently passed legislation supports TDR, by combining urban infrastructure financing
tools with the transfer of development rights to achieve the GMA’s goals of encouraging
urban growth and conserving resource areas. This new infrastructure financing
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legislation, (ESSB 5253 — LCLIP - the Landscape Conservation and Local Infrastructure
Program, enacted in 2011) entitles a city to receive a portion of the property tax levy of
the county in which the City is located, and requires that this reallocated increment be
applied to public infrastructure costs within the defined project area. To be eligible for
the financing, the City must also agree to accept a specified amount of regional
development credits. More information about the LCLIP program and how it might work
in Kirkland is provided in Section 3-6 through 3-15 of Attachment A.

Using a combination of grant funds ($50,000 from EPA through King County) and City
funds ($34,000), Kirkland hired a consultant team led by Berk and Associates to assist in
evaluating the feasibility and benefits of a TDR program, paired with the use of LCLIP,
for Totem Lake. The City expanded the study to include the evaluation of other
infrastructure financing tools as well, which are addressed in the model the City has
received from the consultant team. The main elements of the study included:

¢ Land use market assessment for Totem Lake
e Development of a TDR program

e Assessment of LCLIP (Landscape Conservation and Local Infrastructure
Program) and other infrastructure financing tools.

Study Conclusions and Recommendations

The report prepared by the consultant team, BERK Consulting, appears as Attachment A
to this memo. The report includes the findings of the market analysis and a review of
existing Comprehensive Plan policies and recommendations for updated policy language
needed to support TDR in Totem Lake. The report also includes recommendations for
potential TDR sending areas that are eligible for LCLIP and located in areas that would
support the City of Kirkland’s conservation priorities (such as salmon habitat lands
aligned with goals in the WRIA 8 Salmon Conservation Plan and Shared Strategy for
Puget Sound, or lands within the City’s water supply area identified by Cascade Water
Alliance). Finally, the report includes an analysis of LCLIP, and provides
recommendations for how the City might proceed with a modest TDR/LCLIP program.

The key conclusions of the study are:
1. Market Perspective (Section 1, Page 1-1)

The study found that while the Totem Lake Business District has a strong center focused
in the Totem Lake Mall, the Evergreen Health Center and the district’s location between
Bellevue, Redmond and Bothell/Everett, it is not currently identified by developers and
capital as a high-priority location within the region. The greatest strengths were
identified as:
1) location, with good accessibility to and from I-405 as well as good visibility from
the highway;
2) demographics, with relatively high median household income and strong housing
unit growth rates providing employment and a reservoir of consumer
expenditures; and
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3) proximity to the region’s aerospace hubs and downtown Bellevue and Redmond.

Among the challenges to attracting new and expanding businesses were found to be
Totem Lake’s place as a “tertiary node” within the Eastside. It is also an auto-centric
place of employment, and lacks quality amenities such as dining and services oriented
toward professional office users. The redevelopment of the Totem Lake Mall and
expansion of the Evergreen Health Center were cited as actions that may help the area
to overcome these obstacles.

Industry trends identified for Totem Lake include continued strength in aerospace, with
the potential for the area to attract corporate offices and aerospace-related engineering
or software/IT firms, and that precision electronics and product testing companies
related to this industry will continue to be drawn to the district. The study also
highlights the continued success of auto-dealerships, but cautions that expansion is not
likely among existing dealerships. Health care is seen as a strong asset and continued
support for the Evergreen Health Center is encouraged. Finally, the study predicts
continued strong occupancy of existing high flex/tech space but suggests that there is a
low likelihood of a speculative office building or complex in the area in the near term
given the competitive landscape.

2. Development of a Totem Lake TDR Program (Section 2, Page 2-1)

The study acknowledged that tools such as TDR and infrastructure financing programs
(LCLIP) could be helpful in supporting the City’s goals of creating a vibrant community
and promoting economic development, while protecting the region’s resource lands.
However, the greatest challenges to the use of TDR in Totem Lake are the existing
development regulations in the business district. The last update to the Totem Lake
Neighborhood Plan and subsequent area-wide rezones and amendments have resulted
in very generous densities and height limits for development, which are already more
than sufficient to capture current and projected market demand. It is unlikely that
demand for growth will surpass base zoning. At the time the height limits were
increased, the policy direction was strongly in favor of encouraging a revitalized business
district, new development and affordable housing, and the bonuses were designed to
support this commitment.

The key finding of the analysis indicates that additional height or bonus
density, the traditional bonus mechanisms used in TDR programs would not
be successful in the case of Totem Lake where demand is already met by
existing regulations. The consultant report suggests that a modest TDR program
could be established in the TL 5 zone alone, where a limit on development exists in the
zone’s cap on floor area ratio (FAR). The code and market assessment suggests that
the TL-5 zone may present an opportunity for awarding bonus FAR as an incentive to
developers. The consultants recommend that the City should consider amending the
Zoning Code regulations in the TL 5 zone to allow for increases in the maximum Floor
Area Ratio for development that participates in the Transfer of Development Rights
program.
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3. Landscape Conservation and Local Infrastructure Program (LCLIP)
(Section 3, Page 3-1)

Given the limited opportunity to provide density bonuses in Totem Lake, the potential
application of TDR/LCLIP focused on creating an impact fee exemption as the incentive.
By statute, the City needs to pay the foregone fees and expend the impact fee funding
within 10 years (increased by the State Legislature from 6 years). A further constraint is
that an interfund loan would be necessary to upfront the City payment of the foregone
fee and there is a three year limitation on interfund loans. The financial analysis of the
revenue that might be brought to bear if LCLIP were used indicates that the LCLIP
revenue is insufficient to cover foregone revenue gaps created by the exemption
incentive within the required timeframe.

Results of several LCLIP revenue analyses show that the program would only generate
net positive revenue to the City if the LCLIP district were drawn to capture development
occurring not only in Totem Lake, but also the downtown commercial core. A best case
scenario suggests that a 25 year program could generate roughly $4 million in net
present value terms of new funding to the City. However, due to the compounding
nature of the tax increment financing, most of the revenues occur in the later years of
the program leaving the program in the red for at least the first 15 years and not able to
meet both impact fee and interfund loan timeframes to cover program deficits. The
risks of such an approach seem significant given the relatively small projected benefit
generated.

Due to these challenges, the consultant is not recommending application of LCLIP at this
time, but is suggesting that the City consider an “opportunistic approach” to creating an
LCLIP program in the event of major development in the TL-5 zone. To mitigate financial
risks, the City can structure the start of the LCLIP program with major developments
that might use a significant amount of TDR credits in the TL5 zone at some point in the
future. Timing the program to the start of a known large-scale development (and credit
use) would allow the City to leverage on a known demand for TDR and scale their LCLIP
program to maximize the funding benefits. This could be done in tandem with either a
large planned public or private purchase TDR credits that would help the City calibrate
its LCLIP program.

Resolution

Passage of the attached Resolution would indicate the City Council’s support for regional
Transfer of Development Rights (TDR) and the City Council’s willingness to consider
regional TDR policies as part of the Comprehensive Plan update and implementing
development regulations. Exhibit A to the resolution contains draft policies and direction
for regulations that could be considered through the Comprehensive Plan update
process. While the County requests that strong language be used in the draft policies,
including terms such as “should”, rather than “could”, County staff acknowledges that
the City Council may choose to revise this language if desired.
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Attachments

A. Totem Lake Transfer of Development Rights and Tax Increment Financing Study,
May 12, 2014

Resolution
C. Exhibit A to Resolution
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Contact Information

Morgan Shook (previously of BERK Consulting and now at ECONorthwest), Chris
Fiori, Matt Hoffman, Skip Swenson, and Nick Bratton prepared this report. BERK
Consulting and ECONorthwest gratefully acknowledges the substantial assistance
provided by staff at Heartland and Forterra,

For more information about this report, please contact:

Morgan Shook (lead author)
ECONorthwest

500 Yale Ave N, First Floor
Seattle, WA 98109
206.395.9004
shook@econw.com

Michael Hodgins

BERK Consulting

2025 First Ave, Suite 800
Seattle, WA 98112
206.324.8760
michael@berkconsulting.com
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and Tax Increment Financing Study
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TOTEM LAKE TDR AND TIF STUDY

Executive Summary

The City of Kirkland’s Totem Lake area is a designated Urban Center — an area designed to support
higher levels and densities of population, housing, employment, and activity. Totem Lake is located in
the geographic center of the City, and contains its largest business district. The area is anchored by the
Totem Lake mall and Evergreen Hospital (also the City’s largest employer), with pockets of commercial
and residential land uses. Most of the Totem Lake commercial area is currently characterized by
relatively low density and automobile orientation; however, this land use is a major contributor to the
City’s sales and business tax base.

Over the past decade, the City has committed to transform the business district and neighborhood of
Totem Lake into a vital urban center, making it a home to higher levels of new residents and jobs. The
City has laid out a strong and achievable vision for the area, and has suggested a myriad of strategic
investments in public infrastructure and development incentives that may be able to support and
catalyze the growth the City is seeking.

Taking another step toward realizing the vision of the Totem Lake Action Plan, the City has conducted a
study examining the feasibility of developing a Transfer of Development Rights (TDR) program within the
Totem Lake neighborhood, paired with the establishment of a Landscape Conservation and Local
Infrastructure Program (LCLIP) that leverages the use of TDR for tax increment infrastructure funding.
The main elements of this study include:

e Section 1 - Aland use market assessment for the Totem Lake neighborhood
* Section 2 - The development of a TDR program
* Section 3 - An evaluation of LCLIP

The following summary presents the key findings and recommendations of the study.

ES-1
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2.1 Market Perspectives

What is the area of study?

The Study Area covers approximately 607 acres with a variety of land uses. Of this acreage, 525 acres
are located in the Totem Lake (TL) zone, with the remainder located in other City zoning designations.
Exhibit 1 shows the study area. There are an estimated 9.2 million gross square feet of building area,
and 1,516 residential units within the Study Area. The predominant property uses in terms of building
square footage are industrial and hospital uses, which comprise 32% and 22%, respectively. Commercial
and Office uses comprise 18% and 17% of the Study Area’s total gross building square footage,
respectively. Multifamily housing is present in the Study Area, but comprises only 12% of the total
building stock.

Exhibit 1: Study Area

Source: Heartland, 2013

What is Totem Lake’s competitive position?

Totem Lake’s comparative areas include the Kirkland Core, Bellevue’s CBD, the Bel-Red Corridor,
Overlake, Redmond’s CBD, and Central Issaquah. Exhibit 2 depicts these areas. From the perspective of
commercial builders and businesses, development in the area is driven by strong regional transportation
connections along with strong area demographics (e.g. an educated labor pool, relatively large
population size, and high income levels). That said, it does face competition from the other key Eastside

ES-2
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nodes, which have historically been more attractive. Each of these nodes have centers of gravity, from
Bellevue’s CBD as a regional employment center, to Overlake and the Redmond CBD’s lift achieved in
large part from Microsoft development and employment growth. The Study Area’s center of gravity is
the Totem Lake Mall, the Evergreen Health Center, and its major 1-405 exchange location between
Bellevue, Redmond, and Bothell/Everett. To date, developers and capital have not identified this area as
a high-priority location.

Exhibit 2: Eastside and Commercial Nodes Map

Source: Heartland, 2013

What are the area’s biggest strengths?

The Study Area has a number of positive attributes that make it attractive to commercial users looking
to expand or relocate. These include:

® Location: The Study Area fronts 1-405 on the east and west side, providing strong accessibility to and
from the highway as well as visibility from the highway;

* Demographics: There are Census blocks in the surrounding area that have median household
incomes exceeding $85,000, along with relatively high anticipated housing unit growth rates which
will provide both an employment base and a reservoir of consumer expenditures; and

® Proximity: The Study Area is well connected to the region’s aerospace hubs of Payne Field and
Renton/Kent Valley via I-405 and only 8 miles from downtown Bellevue and 5 miles from downtown
Redmond.

What are the area’s biggest challenges?

There are several hurdles to attracting new and expanding business to the Study Area. First, the Study
Area can be considered a tertiary node within the Eastside. It is not a regional core location like

ES-3
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Bellevue’s CBD which investors gravitate toward for capital placement, and is historically not an area
which national companies look to locate in.

The Study Area is also an auto-centric place of employment, and there is a lack of quality amenities (e.g.
dining and services oriented towards professional office users) in the Study Area. These obstacles can be
bridged as the Study Area continues to evolve, aided most by the redevelopment of the Totem Lake Mall
and the expansion of the Evergreen Health Center.

What’s the long range likelihood for development in the area?

Based on an assessment of buildable land, historical trends, and current market fundamentals, a
moderate growth forecast for the area estimates about 4 million square feet in future development over
the next 25 years. A majority of this development is accounted for in the Totem Lake Mall
redevelopment.

What are some industry trends that point to development in Totem Lake?

Aerospace

The Study Area’s competitive assets include its location along the 1-405, the affordability of rent relative
to other Eastside nodes, and the demographics of the surrounding population — which is well educated,
and includes a number of aerospace executives residing in the Eastside — suggesting that the Study Area
could potentially be attractive to new and relocating firms. The types of aerospace businesses that may
be a good fit for the Study Area include:

* Corporate offices or regional headquarters of international firms that want access to the supply
chain;

® Engineering or software/IT firms focused on commercial or space flight could be attracted to office
and/or flex space;

* Heavy manufacturing is not likely, but precision electrics and product testing firms are currently in
the Study Area and others could be drawn to the area.

New-Car Auto Dealerships

Expansion is not likely from the dealerships that are currently in the Study Area. Given dealership
franchise laws, movement of dealerships within the region is complicated and not often completed.
Furthermore, the expansion of dealerships would likely slow the evolution of the Study Area as these
uses typically utilize land for parking and single purpose buildings. While compatible with adjoining and
surrounding office uses (to a degree — dealerships offer no amenity value to office users), dealerships
are not particularly desired neighbors for multifamily complexes. We believe that the existing
dealerships should be embraced, but any active recruitment of new dealerships should be carefully
considered by city leadership.

Health Care

The Study Area is home to the Evergreen Health Center main campus. The presence of this regional
asset in the Study Area should be attractive to investors considering medical office development. Given
the strong regional market fundamentals for medical offices and the presence of the Evergreen Health
Center in the Study Area, the City should consider working with the hospital to better understand how it
can support both its own growth as well as encourage new, supporting medical office development near
the campus.
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High-Tech/Software

There are currently approximately 300 businesses within this sector that are located in Kirkland. A
number of these companies are located along the Lake Washington corridor or in Kirkland’s central
business district; however, there are a number located in the Study Area as well. There is a low
likelihood of a speculative office building or complex in the Study Area in the near term given the
competitive landscape. However, existing users in flex/tech will continue to occupy existing office space
in the Study Area, helping to keep vacancy rates low. With that in mind, the technology sector will likely
continue to be a jobs driver for the foreseeable future and the region’s reputation should remain. Given
the strong vision for the Totem Lake Mall redevelopment, it cannot be ruled out that a major employer
would be attracted to the Study Area for its accessibility and proximity to an educated workforce.

2.2 Transfer of Development Rights Program

Why use TDR in Kirkland (and Totem Lake)?

The City of Kirkland has identified the Totem Lake neighborhood as an important center for economic
and population growth in the city. The City’s vision for the area, as articulated in the Totem Lake
Neighborhood Plan, is to capture opportunities for redevelopment, revitalization, and growth in
employment and housing. Growth management tools such as transfer of development rights and
infrastructure financing programs (LCLIP) can support the city’s goals of creating a vibrant community
and promoting economic development, all while protecting the region’s resource lands that contribute
to a high quality of life.

An effective TDR program can support Kirkland’s efforts to encourage population and employment
growth by providing incentives for the types of redevelopment that the city desires. Furthermore, it can
support the city’s conservation objectives and help conserve farms and forests that are essential to the
sustainability of the region.

What areas should the City focus its TDR conservation efforts?

For this study, we focused on three priority conservation areas that are eligible under the LCLIP
program, and are in alignment with the City’s stated policy interests of:

* Protecting salmon habitat,
® Protecting its drinking water source, and
® Protecting productive farm and forest lands.

These areas of focus are supported by various plans and it is recommended that the City designate its
TDR sending sites in:

* Resource lands and credits deemed eligible under LCLIP

* Salmon habitat lands aligned with goals in the WRIA 8 Salmon Conservation Plan and Shared
Strategy for Puget Sound

* Lands within the City’s future water supply area identified by Cascade Water Alliance

What are some constraints in creating a TDR Program for the City?

The City has identified the provision of affordable housing as a component of the Totem Lake Urban
Center and has dedicated bonus density provisions to support that commitment as a development
incentive. For TDR, it is important to design new incentives in such a way as to avoid creating
competition among conservation and affordable housing goals. Density bonuses awarded under a
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potential TDR program could be limited to bonus density in areas without the affordable housing
provision - and other commodities, such as modified parking ratios or other innovative approaches
designed to place credits so that LCLIP can be used. This approach reduces competition between the
two public policy goals, but also limits opportunities for using TDR.

How might the City proceed in creating a TDR Program?

In the case of Totem Lake, recent area-wide rezones allow for densities that are high enough to capture
most of the current and projected market demand, and current density bonuses go to affordable
housing as discussed above. It is therefore unlikely that demand for growth will surpass base zoning
following the increase in by-right capacity established in the Totem Lake Neighborhood Plan — however,
an opportunity exists to create a modest TDR program in an area of the City that avoids the issues
discussed above. A code and market assessment suggests that the TL-5 zone may present an
opportunity for awarding bonus Floor Area Ratio (FAR) as an incentive to developers. The City should
consider amending the Zoning Code regulations in the TL 5 zone to allow for increases in the maximum
Floor Area Ratio for development that participates in the Transfer of Development Rights program.

2.3 Landscape Conservation and Local Infrastructure Program

What is LCLIP?

LCLIP is a form of tax increment financing enacted in 2011. The program offers the use of tax increment
financing to a city in return for: 1) the creation of a TDR program; and, 2) the acceptance of a specified
amount in regional development rights. In exchange for the placement of development rights in LCLIP
districts, the jurisdictional county agrees to contribute a portion of its regular property tax to the
sponsoring city for use for a defined period. The program is only available to select cities in the central
Puget Sound counties of King, Pierce, and Snohomish.

What are the benefits of LCLIP to the City?

Through the Totem Lake Neighborhood Plan the City of Kirkland has identified a number of
infrastructure improvement needs to support its vision for the neighborhood. Changes to the street grid,
improved connectivity, and drainage are a sample of areas where the City has highlighted needs for
enhanced infrastructure. One approach the City could take to financing the investments required to
adress these needs is through the use of LCLIP. As mentioned earlier, numerous tools exist in
Washington to help cities finance infrastructure — however, LCLIP with TDR presents a near term
opportunity to capture incremental tax revenues for infrastructure funding.

What are the key challenges for the City in terms of using LCLIP?

The TDR analysis is focused on ensuring that affordable housing and TDR benefits are not in competition
through the provision of different bonuses in different geographies. The majority of the development
bonus is used for encouraging affordable housing. For this study, it means that TDR use through
traditional density bonus mechanisms would not generate meaningful placement of credits sufficient to
meet the minimum use of TDRs under the LCLIP program (at least 20% of the 501 credits or roughly 100
credits). Therefore, the City explored achieving conservation goals through an innovative approach to
infrastructure funding.

The approach taken for this analysis was to offer a voluntary exemption in impact fees to developers as
a means for incentivizing the placement of TDR in Totem Lake through the creation of a fee in lieu
payment that would be used by the City to purchase TDR credits required to meet the eligibly and
threshold requirements of the LCLIP program. This approach would reduce the impact fee revenues
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collected by the City, replace them with funding available through LCLIP, and create better certainty of
TDR placement when development happens.

Is this innovative TDR and LCLIP approach workable?

At this time, the assessment does not see a workable programmatic approach for LCLIP in the Totem
Lake area given financial conditions and legal limitations. However, the assessment shows that if future
conditions change (development, financial, legislative, etc.), a programmatic approach may show some
promise.

After creating an impact fee exemption, the City will need to replace the impact fee funding within 6
years in order to be compliant with state laws governing impact fee funds. A further constraint is a three
year limitation on interfund loans that might be brought to bear if revenue from LCLIP is insufficient to
cover foregone revenue gaps created by the exemption incentive (used to purchase TDR credits).

Results of several LCLIP revenue analyses show that the program would only generate net positive
revenue to the City if the LCLIP district were drawn to capture development occurring not only in Totem
Lake, but also the downtown commercial core. A best case scenario suggests that a 25 year program
could generate roughly $4 million in net present value terms of new funding to the City. However, due
to the compounding nature of the tax increment financing, most of the revenues accrue in the later
years of the program, leaving the program in the red for at least the first 15 years and unable to meet
both impact fee and interfund loan timeframes to cover program deficits (Exhibit 3).

Exhibit 3: LCLIP “Fund Balance for Totem Lake and Core Scenario

B Total Diverted

$12,000,000 for TDR
$10,000,000 Acquisition
$8,000,000 7 County
$6,000,000 Revenues
$4,000,000
$2,000,000 Cumulative
L Impact to
S0 f=r WHMMW%M Impact Fee
Fund
-$2,000,000 unds
(9 TN ¥ o IR o N @ ) TR - B o & B o IO N @ ) I A o o I Vo BN S @) |
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O 0O 0O 00000 oo o0 o o o
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Source: BERK, 2013.

What is the path forward for LCLIP?

Due to the limited potential for the placement of TDR credits within the Totem Lake neighborhood from
density bonuses, starting an LCLIP program is unlikely to meet eligibility requirements or generate
significant amounts of revenue at this time. The development of an innovative TDR-Impact Fee in Lieu
program for LCLIP has shown promise in its ability to generate significant new revenues. However, such
a program is challenged to be compliant with laws governing the collection and spending of impact fees.
Creating such a program at the current time is not advised.

With this grounding, it is suggested that the City take an “opportunistic approach” to creating an LCLIP
program. To mitigate financial risks, the City can structure the start of the LCLIP program with major
developments that might use a significant amount of TDR credits in the TL-5 zone. Timing the program
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to the start of a known large-scale development (and credit use) would allow the City to leverage on a
known demand for TDR and scale their LCLIP program to maximize the funding benefits. This could be
done in tandem with either a large planned public or private purchase of TDR credits that would help
the City calibrate its LCLIP program.

In moving forward on LCLIP, the following conditions should be monitored and evaluated:

* Indications that confirm market interest in TDR, such as development applications that have been or
are expected to be proposed that will need TDR credits in the proposed Totem Lake receiving area.

* Analysis of the expected use of TDR credits confirms a reasonably high likelihood of meeting the
threshold requirements for TDR use in the LCLIP district.

* Infrastructure projects have been identified that qualify under the LCLIP program.

® A LCLIP district can be created that maximizes the projected LCLIP revenue to pay for infrastructure
projects while meeting the requirements of the LCLIP legislation.

* Asneeded, a shared strategy approach with King County or another partner agency should be
included in an approach to retiring TDR credits.
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TOTEM LAKE TDR AND TIF STUDY

Market Assessment and Perspectives

The overall purpose of this section is to assess and contextualize potential growth for the Totem Lake
Neighborhood (Study Area) and to recommend a set of growth assumptions that can be used for
evaluating potential TDR credit utilization. This section also includes an evaluation of the Study Area’s
position relative to its competition in the Eastside.

Within this section are six subsections that cover the broad range of topics related to Study Area growth
and its position in the market. The subsections in this Section are:

* Study Area Inventory and Development Patterns — An assessment of development patterns and
existing land use in the Study Area;

* Land Capacity — An evaluation of the City’s most recent iteration of its land capacity analysis;

* Key Assemblages — An identification and evaluation of key land assemblages that may
accommodate growth;

* Housing and Job Growth —An estimation of housing and job growth in the Study Area through the
planning horizon (2035);

* Market Assessment — A comparison of the Study Area’s growth and market dynamics relative to the
rest of the Eastside; and

* Potential Future Commercial Users — A summary of the types of users currently in the Study Area
and perspectives on potential future users based on regional trends and interviews.

The Study Area comprises 291 unique parcels that total approximately 607 acres with a variety of land
uses. Of this acreage, 525 acres are located in the Totem Lake (TL) zone with the remainder located in
other City zoning designations." Exhibit 1 shows the study area.

! The Cross Kirkland right of way and publicly owned land with a Park (P) zoning designation are excluded. The non-TL zones that are included in
the Study Area include 53 acres of RM/RMA (Multifamily Residential) land, 23 acres of PR (Professional Office Residential) land, and 7 acres of
privately owned P (Park/Public Use) land.
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Exhibit 1: Study Area

Source: Heartland, 2013.

There are an estimated 9.2 million gross square feet of building area and 1,516 residential units® within
the Study Area, based on King County Assessor parcel data. The predominant property uses in terms of
building square footage are industrial and hospital uses, which comprise 32% and 22% of the area,
respectively. Commercial and Office uses comprise 18% and 17% of the Study Area’s total gross building
square footage, respectively. Multifamily is present in the Study Area and comprises only 12% of the
total building stock.

The most active decade of development in the Study Area was in the 1980s, when 31% of the existing
square footage was built. Development in the 2000s was dominated by the expansion of the Evergreen
Hospital campus. Exhibit 2 depicts the existing distribution of building square footage in the Study Area
as well as the development trends by use and by decade.

’> The residential unit count includes units located at market rate and subsidized for rent complexes,
condominium complexes, senior housing complexes, and rehabilitation facilities. Market rate units
comprise 1,173 of the 1,516 total units.
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Exhibit 2: Building Square Foot Distribution by Use + Development by Decade

Source: King County Assessor, Heartland LLC; 2013.

2.1 Industrial/High Tech

This land use is the most prevalent in the Study area, totaling 3.0 million gross square feet. In general
this land use can be grouped into two categories — traditional industrial space and flex space. Those
buildings in the Study Area categorized as traditional industrial buildings total 2.5 million gross square
feet with the remaining 500,000 square feet occupied by flex industrial.

Traditional industrial space is used for light manufacturing or warehousing/distribution. These buildings
are typically one or two stories with office space and supporting office built out space comprising less
than 40% of the total building square footage.’ The floor area ratio for these uses in the Study Area is
observed to be between 0.1 and 0.7. Flex industrial space is oriented more towards office tenants that
need some warehouse or production space. These could include high-tech users such as aerospace
suppliers, medical device instrument companies, software and hardware, telecommunications, and
corporate offices. These buildings range from one to three stories and the office space typically
comprises at least 40% of the building.” Like typical industrial uses, the observed floor area ratio for flex
buildings in the Study Area is between 0.1 and 0.6. These uses are scattered throughout the Study Area;
however, industrial is the predominant use west of I-405 and south of NE 124th St as well as west of
128th Lane on the east side of I-405.

2.2 Hospital

As of 2011, the Evergreen Healthcare campus includes three buildings: the one-story, 20,000 square foot
Medical Center built in 1991; the five-story, 293,000 square foot DeYoung Pavilion built in 2008; and the
nine-story, 1.7 million square foot main building built in 2006. The campus is concentrated in the north
central portion of the Study Area east of I-405 and is the center of gravity for medical office buildings in
the Study Area (there currently is a substantial amount of vacant space in the campus).

2.3 Commercial

The majority of commercial square footage was delivered in the 1980s. The Totem Lake Mall is the most
significant retail land use in the Study Area totaling over 300,000 square feet. There are two other major
retail centers in the Study Area: the Totem Square shopping area (including the Dania Furniture store)

* King County Assessor, 2012 Annual Revalue Report High-Tech/Flex Properties, January 2012.
* Ibid
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that totals 211,000 square feet, and the Fred Meyer shopping area that totals 312,000 square feet.’
Auto dealers are also an important commercial user in the Study Area. There are seven new car
showrooms® and two used car dealers in the Study Area. There are also a number of other stand-alone
and strip retail buildings located throughout the Study Area. Finally, the four lodging uses (the Carton
Inn, Comfort Inn, Motel 6, and Courtyard by Marriott) are included in the commercial use category.

2.4 Office

Office buildings comprise 17% of the total improved square footage in the Study Area, but are not a
major consumer of land. This is best illustrated in Exhibit 3 below. In general, medical office uses are
concentrated around the hospital and on NE 124th St and more traditional office uses are concentrated
in and around the 405 Corporate Center located west of 1-405 and south of NE 124" st.

2.5 Multifamily

Multifamily is not currently a prominent use in the Study Area. There are a total of 1,516 residential
units in the Study Area totaling 1.0 million square feet.” There are only four apartment complexes in the
Study Area that total 654 units. The density on these projects ranges from 12 units per acre to 18 units
per acre. Ownership multifamily product in the Study Area is comprised of four condominium projects
totaling 280 units. The density on these projects ranges from 7 to 13 units per acre. The remaining 582-
multifamily units are comprised of senior housing facilities, four-plexes, a subsidized housing project,
and a rehabilitation center. The most recent multifamily developments in the Study Area include the 61-
unit St. Francis low income housing project, the 200-unit Aegis senior living project and the 29-unit
Chelsea Courte Il condominium.

Exhibit 3 on the following page illustrates the existing land uses in the Study Area. This map is based on
Heartland’s common ownership assemblage analysis. This assemblage analysis impacts parcels that the
Assessor identifies as vacant or accessory parking in that if those unimproved parcels are found to be
part of a larger assemblage tied to a commercial or residential use then all of the parcels in that
assemblage are identified with a non-vacant land use.

> Included in the Fred Meyer shopping area is the Fred Meyer store, Dunn Lumber, and Totem Hill plaza.
The 100k square foot former Costco Furniture warehouse that the City of Kirkland is converting for
municipal use is counted as office.

® Auto dealers in the Study Area include GMC Buick, Subaru, Hyundai, Ford, Infiniti, Toyota, Scion,
Dodge, Jeep, Chrysler, Fiat, and Volkswagen.

7 Residential units in this context includes four-plexes, market rate and subsidized multi-family, and
senior housing. There is no single family housing in the Study Area.
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Exhibit 3: Study Area Land Use Distribution Map

Source: King County Assessor, Heartland LLC; 2013.

Given the existing conditions summarized in Section 2.1, we next will evaluate the potential
development capacity in the Study Area. A land capacity assessment is an important analysis to evaluate
how the existing built environment and regulatory conditions compare to forward looking housing unit
and employment targets and projections. Given our scope of work, we relied on the City’s assessment of
the buildable land and capacity estimates for the Study Area. We found that the City’s methodology is
generally consistent with buildable analysis best practices. To summarize the City’s approach, it
identified vacant parcels as buildable and those properties with an improvement to land value of less
than 50% to be redevelopable. It then deducted critical areas and allocated land for potential right of
way to arrive at buildable land area. Applying this technique identifies 76 buildable acres land of the
Study Areas 607 acres.

The capacity for new development in the Study Area given current zoning is estimated to support up to
3,231 new residential units, 819,000 square feet of commercial uses, 1.7 million square feet of
professional office, and 268,000 square feet of new industrial.®> These figures assume that the Totem
Lake Mall redevelopment plan will be realized in the future at its currently proposed development
capacity. The overall net increase in improvements is illustrated in Exhibit 4.

® Estimates of total square footage capacity are derived from identification of buildable parcels and
applying the corresponding zoning that specifies allowable capacity under zoning.
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Exhibit 4: Study Area Build-out at Maximum Capacity
Professional
Commercial Office Industrial Residential Units

(a) Existing Stock 1,593,539 1,301,647 2,905,215 1,516
(b) Capacity Estimate 818,933 1,658,553 268,244 3,231
(c) Existing Stock Removal (639,635) (156,270) (625,568) (10)

(d)  Full Build-out 1,772,837 2,803,930 2,547,891 4,737
(e) Net 179,298 1,502,283 (357,324) 3,221
(f)  Percent Change 11% 115% -12% 212%

Notes

(a) Based on Assessor data and Heartland analysis

(b) City of Kirkland land capacity estimate

(c) Assumed demolition of existing buildings on redevelopment sites

(d) Full build out equals existing stock (a) + capacity analysis estimates (b) - existing stock demolition (c)
(e) Full build out (d) less existing stock (a)

(f) Overall percent change; net (e) / existing stock (a)

Source: City of Kirkland and Heartland, 2013.

The analysis presented in Exhibit 4 shows how the Study Area could evolve given the current land use
code. This suggest that a full build-out the Study Area’s residential unit count could triple, the office
square footage could double, while the commercial and industrial space could remain relatively
unchanged. The following sections will begin to frame how the Study Area could build out through the
planning horizon (2035) given potential near- to mid-term opportunity sites and market dynamics.

Through an evaluation current land uses and ownership patterns we can identify potential key land
assemblages. These assemblages represent locations where development of scale could occur, and
thereby potentially utilize TDR credits, during the planning period.

At this time, the only current development activity in the Study Area is the O’Brien Group’s new Toyota
90,000 square foot dealership on the former Graham Steel site and the City’s Public Safety Building
development in the building formerly occupied by Costco Furniture. The development pipeline beyond
this project is thin. The only project under construction near the Study Area is the 118-unit multifamily
development named Slater 116. This project is being built near southwest corner of NE 116th St and
124th Ave NE just beyond the Study Areas boundary.

The Totem Lake Mall redevelopment project is not currently in the permitting process; however, it is far
and away the most significant land assemblage in the Study Area. Coventry Real Estate Advisors
currently owns this roughly 25 acre assemblage that is improved with 300,000 square feet of retail.
There is a development agreement with the City that would deliver 622,000 square feet of retail,
144,000 square feet of professional office, and 226 new residential units. By all indications, this
development program is still being planned for by Coventry. Should this development be completed as
originally envisioned it could serve as a catalyst for office and residential uses.

Beyond the above cited projects that are in the pipeline or anticipated to be redeveloped there are
several potential assemblages that could see redevelopment in the earlier portion (five to ten years) of
the planning horizon. The following map in Exhibit 4 and narrative identify and describe the conditions
around several potential near to mid-term redevelopment sites and areas.
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Exhibit 5: Potential Near to Mid-Term Development Sites

Source: Heartland, 2013.

There are relatively few near-term redevelopment opportunities on the west side of I-405 due to the
current strong office, industrial, and flex market real estate fundamentals in the Study Area:

Dunn Lumber: The Dunn Lumber site is located adjacent to Fred Meyer at the northwest corner of
120th Ave NE and NE 118th St. The 2.4 acre site is located in the TL4B zone. It is currently occupied,
but the improvement to land ratio is under 33%.° The current owners have been operating on the
site since 1978 and do not have any near term intentions of redeveloping this site.

Window Vision Building + 116" Street ParMac Building: On the south side of NE 116th St and east of
120th Ave NE at 11795 NE 116th St is a 4.2 acre parcel in the TL10C zone that is commonly known as
the Window Vision property. This property is improved with an industrial warehouse building that
has an improvement to total value ratio of 18%. The current primary use of the property is for
recreation with SkyMania Trampolines as the primary tenant. Given its location adjacent to the
Eastside Subaru auto dealership to the west and the 116" Street ParMac light industrial building to
the east the most likely redevelopment scenario under the current zoning would be an auto
dealership. However, if an assemblage could be created with the 3.0 acre 116" Street ParMac
Building property to the east this could be redeveloped into a multi-family complex. This building is
also providing a recreation outlet to the community with two of the principle tenants being Eastside
Basketball Club and Pump It Up bouncy house center.

° This list of example redevelopment sites is based on the assemblage’s improvement to land ratio and
our interpretation of its current use relative to its highest and best use. The improvement to land ratio
cited 33% rather than the 50% that is used for a typical buildable lands analysis. This is to underscore the
fact that the improvement is likely beyond its useful life for future users.
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On the east side of 1-405 we identified three areas where development may occur in the early portion of
the planning horizon. These include:

® TL5 Cluster: The TL5 zone, which totals the 24.2 acres is a potential redevelopment site. This site is
comprised of the 9.3 acre Totem Square retail center that totals 121,000 square feet of commercial
space, the 4.9 acre Dania Furniture retail store that comprises 65,000 square feet of commercial
space, the 5.6 acre Public Storage property, and the remaining 4.4 acres owned by four different
property owners and improved with a mix of retail space. While (with?) the parcels this zone in total
has an improved ratio in excess of 50% we believe this to be an excellent area for redevelopment
given its location in the Study Area. However, there are a number of complexities associated with
realizing all, or even a portion, of this property being redeveloped. These include the quantity of
unique property owners, the likely need - and associated cost - to develop interior circulation
infrastructure, and the need for the redevelopment economics to exceed the property’s current
uses. We have communicated with the current land owners of the Totem Square center and they
indicated that they would be receptive to incentives that permit additional capacity; however, they
have no near term intentions to redevelop their site.

* RJB Wholesale: In the TL7 zone there is the 3.4 acre RJB Wholesale property that is currently used by
a piping wholesaler. The improvement is less than 5% - well under the 50% improvement value to
total value threshold typically used to identify whether a property is considered redevelopable.
Given this site’s excellent exposure on the north side of NE 124th St east of Totem Lake Blvd NE and
it's adjacency to the future Cross Kirkland Corridor it has strong potential for redevelopment. The
owners have communicated that in the years past area auto dealerships have inquired about this
property.

Another area that should be noted, but we have excluded from the above list is the 15.5 acre, 5-parcel
cluster of property in the 7 zone. This cluster is located north of the Cross Kirkland Corridor and east of
132" Place NE. While most of this property is improved with industrial uses with improvement to land
values suggesting potential redevelopment, the property located in the middle of this cluster has
recently been purchased by the O’Brien group and will be used to support its operations as a surface
parking lot. By committing this 6 acre parcel to a low-accretive value use such as parking, the adjoining
parcels will not likely see a lift in profile from developers looking for non-industrial land.

Understanding historical housing unit and job growth in the Study Area — and broader Eastside — is
critical to estimating future growth and potential build out during the planning horizon. The housing unit
estimates are based on both an evaluation of historical development trends in the Study Area, Kirkland
and the Eastside; as well as the likely capture of future household demand."

5.1 Housing Units

New residential development in the Study Area permits multifamily housing; therefore, the following
analysis is focused on contextualizing existing multifamily housing conditions and estimated multifamily
housing unit growth. As illustrated in the Property Inventory and Development Patterns section there

% Household demand projections were based on data from the Washington Office of Financial

Management intercensal estimates (King County and the City of Kirkland), PSRC’s revised household
formation forecasts (King County), and DemographicsNow growth estimates (Kirkland).
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are currently 1,516 residential units in the Study Area; of which 1,173 are market rate for-rent or
ownership units. Approximately 85% of the units in the Study Area were developed before 2000. Based
on our estimates'’, the Study Area’s total residential units currently account for 8% of the City’s
approximately 15,000 market-rate multi-family housing units.

As illustrated in the Land Capacity Assessment section, the Study Area has capacity to accommodate up
to 3,321 additional units. If the Study Area were to reach maximum capacity by the end of this planning
horizon in 2035 an average of 147 units would need to be delivered each year between 2013 and the
end of the planning horizon. The typical new construction mid-rise multi-family complexes in the
Eastside have comprised an average of 140 to 150 units* so this would mean an average of one new
project would be delivered per year during that period. Such a rapid evolution of the Study Area is not
likely during the planning horizon based on historical trends, near and mid-term development market
perceptions of the Study Area, and the supply of potential multifamily development sites in the Study
Area. This land capacity based unit growth estimate is considered to be the “maximum” growth scenario
for this analysis.

We have adjusted the housing unit growth estimate to form a “moderate” growth scenario. In this
scenario we have estimated the total number of units in the Study Area to increase by 1,623 units
through 2035. This would roughly double the unit count in the Study area from 1,516 total units to 3,078
units. This moderate scenario would suggest that the Study Area would build out to 48% of its maximum
capacity by 2035. Based on this projection the Study Area would capture approximately 34% of the
City’s new multifamily development and it would represent 18% of the total multi-family units.” Using
the average project size of 140-units, this moderate unit growth would estimate 10 new multifamily
projects in the Study Area through 2035.

Exhibit 6: Study Area Housing Unit Growth Estimates

2000 2010 2020 2035 2010-35A

City of Kirkland*

Total Units 21,831 24,345 28,986 32,647 8,302
Multi-family Units 9,824 12,173 14,783 16,976 4,804
Single Family Units 12,007 12,173 14,203 14,700 2,528

Study Area
Multi-family: Max Capacity 1,426 1,455 2,544 4,747 3,292
Multi-family: Moderate Scenario 1,426 1,455 1,928 3,078 1,623

Source: Heartland, 2013.

Notes: * See Footnote 9.

5.2 Employment

In the Land Capacity Analysis section it was estimated that the Study Area has capacity for a total of
nearly 7.6 million square feet of new development. Given the types of uses and the employment each

" Our estimates are based on our interpretation of King County Assessor data

2 An average unit number based on a survey of recently completed mid-rise multifamily projects on the
Eastside.

2 To keep these estimates relative to past trends, we have defined the City in this data as the pre-2011
annexation area.
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demand, we applied a square foot per employee metric to estimate the number of jobs that could be
created if the Study Area were to be fully built out. Exhibit 7 depicts this analysis.

Exhibit 7: Study Area Employment Estimates at Maximum Capacity

Use Type Square Feet SF/Employee Jobs
Commercial 818,933 400 2,047
Professional Office 1,658,553 200 8,293
Industrial 268,244 750 358
Residential 4,847,134 n/a

TOTAL 7,592,863 10,698

Source: Heartland, 2013.

As we did with the multifamily unit development in the previous section, we tempered the maximum
growth scenario based on the assumption that the Study Area will not likely be built out by 2035. Exhibit
8 shows the moderate growth scenario for the Study Area and the accompanying estimated job
generation. This assumes that the Totem Lake Mall will be redeveloped in the next 10-years under the
most recently proposed program. Under the moderate scenario the estimated commercial capacity is
anticipated to be at 90% of the maximum capacity by 2035 (driven in large part by the mall development
assumption). Professional office and industrial development is estimated to approach 76% and 95% of
the maximum capacity, respectively, and residential development is estimated to be at 48% of
maximum capacity by 2035.

Exhibit 8: Study Area Employment Estimates at Moderate Growth

Use Type Square Feet SF/Employee Jobs
Commercial 736,549 400 1,841
Professional Office 1,255,103 200 6,276
Industrial 255,203 750 340
Residential 2,344,717 n/a

TOTAL 4,591,571 8,457

Source: Heartland, 2013.
Summary of Growth

This estimate of moderate growth in the Study area over the planning horizon is illustrated in Exhibit 9.
This chart depicts the historical annual delivery of commercial and residential building square footage
through 2012 with growth projections from 2013 through 2035.
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Exhibit 9: Study Area Capacity Growth Estimate by Type (through 2013)

Source: Heartland, 2013

For historical context, Exhibit 10 shows the average annual delivery of square footage for the 25 years
between 1984 and 2009 and the projected average annual delivery between 2010 and 2035. This
illustrates the modeled evolution of the Study Area to include more residential and office — much of
which will be driven by a completed Totem Lake Mall redevelopment and the continued growth of the
Evergreen Medical Center

Exhibit 10: Average Annual Delivery of Square Footage Comparison

Use 1984-2009  2010-2035
Commercial 24,904 28,329
Professional Office 38,960 48,273
Industrial 64,910 9,816
Residential 16,693 91,735

Source: King County Assessor, Heartland, 2013

The projected delivery of new development estimated in this section will be used in the LCLIP analysis
conducted later in this report.

In this section we compare the Study Area’s commercial properties located in the Study Area with other
Eastside commercial nodes (“nodes”). The comparative areas include the Kirkland Core, Bellevue’s CBD,
the Bel-Red Corridor, Overlake, Redmond’s CBD, and Central Issaquah. Exhibit 11 depicts these areas.
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Exhibit 11: Eastside and Commercial Nodes Map

Source: Heartland, 2013.

The table in Exhibit 12 is a summary table of this node comparison analysis. A close look at this table
shows that each commercial node has a unique mix of land uses and none of the nodes have a relatively
equal distribution of square footage among these uses. For example, Overlake is dominated by buildings
characterized as flex-industrial and office. The industrial uses in this node are driven by one of the
region’s biggest employers, Microsoft which has millions of building square footage that is classified as
industrial/high-tech. The Bel-Red Corridor today is a mix of industrial and commercial uses. In the
coming years, this node is expected to undergo a land use evolution with more office and residential
uses entering the mix as a result of regulatory changes, the development of The Spring District, and the
anticipation of Sound Transit’s East Link light rail. The three CBDs; Bellevue, Redmond, and Issaquah are
a mix of commercial, office, and multifamily.

The Study Area is comprised primarily of industrial, commercial, and health care uses. No other node
has such a relatively balanced concentration of these three uses. The Study Area does not have large set
of multifamily uses, but this is due in large part to the historical zoning in Totem Lake area and the
general bend towards commercial development around this I-405 interchange area.

Comparing the relative land area metrics, the Study Area has a healthy assessed value per acre of $2.1
million per acre. This is driven by the Evergreen Health Center, which comprises almost 25% of the Study
Area’s total assessed value. Excluding the Bellevue CBD, this metric is second only to Overlake, which is
anchored by the development of the Microsoft campus. The Study Area also has a very strong
commercial net square feet per acre when compared to its closest peers; Redmond CBD, Central
Issaquah, and the Bel-Red Corridor. These commercial uses drive retail sales — especially the auto
dealerships, which are prevalent in the Study Area.
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Exhibit 12: Comparison of Commercial Improvements by Area

Commercial Space Distriubtion
Commercial
Office
Multifamily
Industrial
Flex
Hospital
Total

100,000's Net
Square Feet

Multifamily Units

Eastside Study Area
310.5 15.7

389.1 13.6

451.2 9.7

223.1 243

135.0 4.2

30.2 13.1

1,539 81

77,065 1,516

Kirkland Bellevue Bel-Red Redmond Central
Core CBD Overlake Corridor CBD Issaquah
10.4 43.2 9.3 311 24.2 25.6
23.6 80.7 447 16.6 21.2 171
17.1 72.2 15.2 0.1 17.5 13

2.4 0.2 9.8 41.1 0.2 7.7

0.0 0.0 59.8 0.0 0.0 2.5

0.0 0.0 4.6 0.0 0.0 0.0

54 196 143 89 63 54
4,288 7,348 1,891 82 2,489 464

2013 Assessed Value Summary (m$)

Land and Improvement Total

$27,301  |$1,252

$1,175 $4,272 $2,029 $1,217 $1,139 $870

Relative Land Area Metrics

Approximate Gross Acres
Commercial Net Sq Ft/Acre
Multifamily Units Ft/Acre
Total Assessed Value/Acre

Source: Heartland, 2013.

6.1

100,385 |607

1,533 13,271

0.8 25
$271,960 |$2,061,931

Historic commercial delivery

1,524 281 658 1,490 927 1,115
3,512 69,848 21,795 5,967 6,798 4,861

2.8 26.1 29 0.1 2.7 0.4
$770,918 $15,202,963 $3,083,195 $817,041 $1,228,891 $780,306

The Study Area comprises 14% of the industrial and flex industrial square footage in the Eastside, 3% of
office square footage, and 5% of commercial square footage. Exhibit 13, Exhibit 14, and Exhibit 15
capture this finding and compares development in the Study Area with other Eastside nodes.

Exhibit 13: Historical Product Delivery by Product Type — Commercial

Building Sq Feet Delivered
(millions)

Source: Heartland, 2013.
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Exhibit 14: Historical Product Delivery by Product Type — Office

7.0 4 .
< Office
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8 >0 1 u Kirkland Core
ez
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w =
i’: E 30 M Overlake
< .
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1.0
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0.0
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Source: Heartland, 2013.

Exhibit 15: Historical Product Delivery by Product Type — Industrial/Flex
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= 14 Industrial 45 - Flex
3 .
§ 12 O Study Area 4.0 |
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Source: Heartland, 2013.

These charts illustrate that most of the Study Area’s development occurred before 2000; however there
has been some limited commercial development activity after 2000. Newer office product has been
centered around the Evergreen Hospital (the Evergreen Plaza medical offices and the Evergreen
Professional building), but there have been two other non-medical office building developments (Valley
View corporate center and Totem West professional center) as well as the high tech flex industrial
Sammamish Ridge technical center — which is now home to Astronics. Commercial development, by this
report’s definition, has also been occurring with a Rite-Aid, self-storage, and Courtyard by Marriott all
having been built in the Study Area. There have even been three residential projects in the Study Area
constructed since 2000; however, none have been market-rate for-rent complexes. The Residence XlI
rehabilitation center (expansion planned), Aegis Lodge of Kirkland, and Imagine Housing’s Francis
Village.

This development has occurred because the Study Area is well connected regionally, being located along
I-405 with strong area demographics from the perspective of commercial builders and operators. That
said, it does face competition from the other key Eastside nodes, which have historically been more
attractive. Each of these nodes have centers of gravity, from Bellevue’s CBD as a regional employment
center to Overlake and the Redmond CBD’s lift achieved in large part from Microsoft development and
employment growth. The Study Area’s center of gravity is the Totem Lake Mall, the Evergreen Health
Center, and its major 1-405 exchange location between Bellevue, Redmond, and Bothell/Everett. To
date, developers and capital have not identified this area as a high-priority location.

Section 1-14



TOTEM LAKE TDR AND TIF STUDY

E-page 131 MARKET ASSESERRR4

6.2 Market fundamental trends

Exhibit 16 depicts how the market fundamentals of commercial properties in the Study Area compare to
the Eastside averages, excluding Bellevue’s CBD. The Study Area gross asking rental rates are below
average across all product types with the exception of flex space, which has rates nearly $0.20/per
month higher than the remainder of the Eastside. The other key findings from this analysis involve the
vacancy rate. The Study Area is below the Eastside average for all product types AND the retail and
industrial uses are all below 10%, which is a key indicator suggesting rates will likely improve making
these two uses viable for the foreseeable future. Stated otherwise, converting industrial and retail land
to more dense office or multifamily is less likely to occur during this cycle.

Exhibit 16: Commercial Market Fundamental Trends

2011 2012 292013 2003-13 Trend 2011 2012 292013 2003-13 Trend
STUDY AREA EASTSIDE x Bellevue CBD x Study Area
Retail
Count 13 13 13 322 341 341
Total RSF 542,353 542,353 542,353 24,113,643 24,632,539 25,348,084
Total Vacant 7,091 5,510 20,158 2,004,303 1,710,600 1,834,304
Vacancy Rate 1.3% 1.0% 3.7% N 83% 6.9% 7.2% —_—
Avg Gross Rent/sf/yr  $30.32 $30.04 $30.04 —_— " " 33405 $34.59 $34.71 PN L
Yr Abs (14,648) (104,000)
Office
Count 24 25 25 759 787 787
Total RSF 831,049 868,794 868,794 73,662,211 74,343,505 74,992,587
Total Vacant 117,538 129,745 140,583 12,161,163 12,959,830 13,468,588
Vacancy Rate 14.1% 14.9% 16.2% N\~ 165% 17.4% 18.0% —_—"
Avg Gross Rent/sf/yr  $23.82 $23.44 $23.45 — " " 82435 $24.68 $24.71 e
Yr Abs (10,838) (508,758)
Medical Office
Count 12 12 12 33 34 34
Total RSF 322,361 322,361 322,361 1,846,679 1,870,457 1,870,457
Total Vacant 29,768 33,550 43,407 503,420 644,379 641,640

Vacancy Rate 9.2% 10.4% 13.5% AN 273% 34.5% 34.3% —
Avg Gross Rent/sf/yr $27.61 $28.03 $28.03 _ "% 32738 $28.21 $28.44 ——"

Yr Abs (9,857) 0

Industrial

Count 25 26 26 221 230 230

Total RSF 1,199,343 1,212,200 1,212,200 25,186,909 26,471,216 26,547,990

Total Vacant 136,340 117,833 82,597 3,123,088 3,980,555 3,696,426

Vacancy Rate 11.4% 9.7% 6.8% A 12.4% 15.0% 13.9% ———
Avg Net Rent/sf/mo  $0.78 $0.77 $0.74 " 30381 $0.80 $0.80 et
Yr Abs 35,236 284,129

Flex

Count 24 25 25 169 171 171

Total RSF 1,319,268 1,353,209 1,353,209 25,057,112 25,140,199 25,158,601

Total Vacant 404,249 200,195 206,065 4,766,571 4,398,275 4,364,861

Vacancy Rate 30.6% 14.8% 15.2% —_— N 19.0% 17.5% 17.3% —_—————
Avg Net Rent/sf/mo  $1.11 $1.11 $1.10 /" s080 $0.80 $0.82 e
Yr Abs (5,870) 33,414

Source: OfficeSpace.com, 2013.

We also summarized the property profiles and asking rates for newer multifamily projects in Kirkland.
Exhibit 17 shows that rental rates in Kirkland’s CBD hover around $2.00 per square foot. Luna Sol, the
most comparable project to a hypothetical market rate multifamily project in the Study Area, has an
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average asking rate of $1.70 per square foot. The average vacancy rates for the complexes in this data

set, as of spring 2013, is under 5%.

Exhibit 17: Multifamily Profiles

Property Address Retail Floors Units Completion Studio 1 Bed 2 Bed 3 Bed Average
The 101 101 Kirkland  Yes 5 66 2010
Avenue Units: 10 42 14 0
Unit SF: 594 780 1,129 0
Asking Rent: $1,330  $1,858  $2,750  $0 $1,967
S/SF: $2.24 $2.38 $2.44 $0.00 $2.37
128 on State 128 State No 3 123 2007
Street S Units: 9 81 33 0
Unit SF: 703 781 1,291 0
Asking Rent: $1,295 $1,475 $2,350 $O S1,696
$/SF: $1.84 $1.89 $1.82 $0.00 $1.87
Villaggio 4311 Lake No 3 292 2001
Washington Units: O 108 148 36
Blvd NE Unit SF: O 734 1,051 1,479
Asking Rent: $O $1,441 $1,775 $2,528 $1,744
S/SF: $0.00 $1.96 $1.69 S$1.71 $1.79
Westwater 221 1st Street Yes 5 62 2001
Units: 17 19 24 2
Unit SF: 633 904 1,254 1,574
Asking Rent: $1,383 $1,958 $2,596 $3,669 $2,102
$/SF: $2.18 $2.17 $2.07 $2.33 $2.14
Chelsea at 11718 97th  Yes 5 196 2003
Juanita Village Lane NE Units: 66 76 54 0
Unit SF: 557 871 1,121 0
Asking Rent: 51,263  $1,563  $2,055 SO $1,597
$/SF: $2.27 $1.79 $1.83 $0.00 $1.96
Juanita Village 9740 NE Yes 6 211 2005
119th Way Units: 20 88 93 10
Unit SF: 483 809 1,175 1,395
Asking Rent: $1,000 $1,248 $1,655 $2,130 $1,445
$/SF: $2.07 $1.54 $1.41 $1.53 $1.53
Ondine 11690 98th  Yes 4 102 2012
Avenue NE Units: 7 86 9 0
Unit SF: 488 692 1,259
Asking Rent: $1,180 $1,485 $2,425 $1,547
S/SF: $2.42 $2.15 $1.93 $0.00 $2.15
Pines at Totem 12411 NE No 4 29 2007
Lake Totem Lake Units: O 0 18 0
Way Unit SF: O 0 1,251 0
Asking Rent: $0 S0 $1,763 S0 $1,763
$/SF: $0.00 $0.00 $1.41 $0.00 S$1.41
Luna Sol 11415 Slater No 5 52 2010
Avenue NE Units: 16 20 16
Unit SF: 574 818 1,108
Asking Rent: $1,200 $1,325 $1,600 $1,371
$/SF: $2.09 $1.62 $1.44 $1.71

Source: Dupre & Scott, ForRent.com, 2013.
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This section explores the types of commercial users that are currently located in the Study Area,
assesses national and regional trends in key sectors, and the types of companies that may locate in the
Study Area in the future based on our market observations and conversations with sector experts. The
Study Area has a number of positive attributes that make it attractive to commercial users looking to
expand or relocate. These include:

® Location: The Study Area fronts I-405 on the east and west side providing strong accessibility to and
from the highway as well as visibility from the highway;"*

* Demographics: Census blocks in the surrounding area that have median household incomes
exceeding $85,000 along with relatively high anticipated housing unit growth rates providing both
an employment base and a reservoir of consumer expenditures; and

® Proximity: The Study Area is well connected to the region’s aerospace hubs of Payne Field and
Renton/Kent Valley via I-405 and it is only 8 miles to downtown Bellevue and 5 miles to downtown
Redmond.

That said there are several hurdles to attracting new and expanding business into the Study Area. First,
the Study Area can be considered a tertiary node within the Eastside. It is not a regionally core location
like Bellevue’s CBD which investors gravitate towards for capital placement, and is historically not an
area which national companies looking to locate into the region seek out. This is a perception challenge.
The Study Area is also an auto centric place of employment, with roughly 80% of the employees tracked
driving alone and 13% vanpool or carpool to work." As the region continues to grow, traffic is becoming
more congested. The Study Area has a bus service but there are no plans for enhanced transit options
such as light rail or bus rapid transit that may help facilitate more transit orientation. Finally, there is a
lack of quality amenities (e.g. dining and services oriented towards professional office users) in the
Study Area. These obstacles can be bridged as the Study Area continues to evolve aided most by the
redevelopment of the Totem Lake Mall and the expansion of the Evergreen Health Center.

7.1 Study Area Snapshot

The top five employers in the Study Area include health care, aerospace, information technology and
business solutions, medical research and product manufacturing and light industrial. Evergreen
Healthcare dominates employment in the Study Area with approximately 2,270 jobs. It is important to
note that this is the count of employment for the anchor employer of the Evergreen Health Center;
however, there are a number of other healthcare sector jobs beyond this count that are related to the
health center. The next largest employer is Astronics with 270 employees.'® This is one of 11 Astronics
locations world-wide and it develops advanced electronics for the aerospace industry. Market Leader

2012 estimates indicate this segment of 1-405 sees average daily traffic count of approximately
175,000, KSS Fuels/Google Earth

> WSDOT Commute Transit Reduction data, 2011/2012 cycle for major employers located within the
Study Area. This list includes EvergreenHealth, Market Leader, Inc., Pathway Medical Technologies, Inc.,
Nintendo of America Inc., and Astronics Advanced Electronic Systems. Combined, these companies total
nearly 3,000 jobs.

'® Astronics acquired this 14 acre property in February 2013 from the receivership portfolio of properties
formerly owned by Mastro. Astroics connected the two buildings to form a 97,000 square foot regional
headquarters.

Section 1-17



TOTEM LAKE TDR AND TIF STUDY
MARKET ASSESERRR4

E-page 134
employs over 160 people as it strives to improve the efficiency of real estate professionals. Nintendo of
America’s customer service center and warehouse are located in the Study Area and it employs 120
people. Finally, Pathway Medical Technologies, a company focused on researching and manufacturing
medical devices employs just over 100 people."’

The above companies are the major employers in the Study Area and there are of course a number of
other companies in the Study Area that employ fewer people. These business range from bricks and
mortar retail to auto dealerships, from light industrial manufacturing to warehousing and logistics, and a
spectrum of professional and medical office employers. Each of these businesses chose to locate in the
Study Area for a variety of reasons, but in general the primary driver has been cited as lower rent and
proximity to transportation corridors. The following explores recent trends in several key industry
sectors that are active with employers currently in the Study Area as well as acting as a potential source
for new businesses to locate here.

7.2 Sector Analysis

Aerospace

The aerospace sector is a priority at the State and County level for attracting and retaining businesses.
To understand the importance of this sector on the state economy, Washington is home to 175 firms
working directly in aerospace manufacturing employing 92,040 people. The aerospace cluster as a whole
numbers 1,250 firms employing more than 131,000 people in the state.”® The cluster includes
manufacturing firms, suppliers, and companies specializing in the production of instrumentation and
measurement equipment.

The region will likely be home to a substantial share of the global commercial airplane business,
assuming the continued assembly of the 737 MAX, KC-46A tanker and the anticipated assembly and
parts production for the 777X. This will help continue to drive employment in manufacturing,
engineering, and other professional services that support this commercial airplane production. There
are also emerging subsectors that will create opportunity for business growth in the region including
advanced materials, unmanned aerial vehicles and systems, green aviation, public and private space
exploration and propulsion, and software and system development. All of these subsectors will have a
range of space needs, from traditional office to manufacturing.

The City of Kirkland currently has 19 aerospace sector businesses. The distribution of these business by
subsector are 11 active in parts manufacturing and testing, 4 in logistics and distribution, 2 engineering
firms, a market research firm, and an aircraft leasing firm. These 19 businesses represent roughly 5% of
the 387 active aerospace businesses in King County. In the Study Area there are 6 aerospace firms within
its boundaries and two just beyond. This information, as illustrated in Exhibit 18 suggests that Kirkland,
and specifically the Study Area, are supportive areas to the aerospace sector.

Y The source of these employers and employment estimates is Washington Department of

Transportation’s 2011/2012 Commute Transit Reduction survey.

® The Washington Aerospace Industry Strategy, May 2013. Data as of June 2012 from the Washington
State Department of Employment Security
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Exhibit 18: King County Aerospace Business Locator Map

Source: Locus Analtyics, WSDOT Commute Transit Reduction Program

We conducted a series of interviews with active participants in the industry and the general consensus
was that the Study Area’s location along the 1-405 corridor is strong, existing rents are relatively
affordable compared to other Eastside nodes, and the demographics of the surrounding population —
which is characterized as well educated® (with a number of aerospace executives residing in the
Eastside) — suggesting that the Study Area to be potentially attractive to new and relocating firms. The
types of aerospace businesses that may be a good fit for the Study Area include:

* Corporate offices or a regional headquarter of an international firms that want access to the supply
chain;

® Engineering or software/IT firms focused on commercial or space flight could be attracted to office
and/or flex space;

* Heavy manufacturing is not likely, but precision electrics, product testing firms are currently in the
Study Area and others could be drawn;

Overall, the aerospace sector is one sector that we believe the City should spend its time and resources
to recruit new firms to the Study Area.

¥ According to DemographicsNow, nearly 55% of the population over the age of 25 and within a 20-
minute drive has at least a bachelor’s degree.
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New-Car Auto Dealerships

Nationally, new-car dealership sector is rebounding nicely from the bottom that was reached in 2008. As
Exhibit 19 illustrates, new-vehicle sales have nearly returned to historical norms and optimism is high in
terms of sales volumes. Since 2011 the percent of dealers expecting profits to increase has been over
55% - a stark increase from the 28% and 19% tally from 2008 and 2009 respectively. In fact, this level of
optimism is at its highest since the early 1990’s.

Exhibit 19: Optimism index vs. new-vehicle sales

Source: NADA Industry Analysis Division; WardsAutos

While sales are increasing, the number of new-car dealerships has been on the steady decline, from a
count of 23,500 in 1992 to the current count of 17,635. Of this national total, Washington represents
330 dealerships.

The Study Area is home to a cluster of 9 auto dealers. This land use is important to the City as it provides
a stream of sales tax revenue. Exhibit 20 illustrates the location and make of these new car dealerships.
Overall, the Study Area is home to all the major new-car dealers with the exception of Honda, Chevrolet
(both of which are located 1.5 miles south of the Study Area), and Nissan. The nearest Nissan dealership
is located in one of the Eastside’s other major concentrations of new-car auto dealers, the Bel-Red
Corridor.
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Exhibit 20: Study Area New Car Dealership Locator Map

Source: Google Maps, Heartland, 2013.

From what we collected in conversation with two general managers in this area, the source of
dealership expansion in this area is likely from the dealerships that are currently in the Study Area. Given
dealership franchise laws, movement of dealerships within the region is complicated and not often
completed. It was the opinion of those surveyed that the count of dealerships in the Study Area will not
increase in the near future.

Further, the expansion of dealerships would likely slow the evolution of the Study Area as these uses
typically utilize land for parking and single purpose buildings. While compatible with adjoining and
surrounding office uses (to a degree — dealerships offer no amenity value to office users), dealerships
are not particularly desired neighbors for multifamily complexes. We believe that the existing
dealerships should be embraced, but any active recruitment of new dealerships should be carefully
considered by City leadership.

Health Care

The outlook for the Health Care investment sector is strong for areas near well performing hospitals.
This is due to health care reform bringing coverage to an estimated 27 to 30 million uninsured
Americans, the growth of the aging of the baby-boomer generation, and an emphasis on preventative
health care for the younger generations. One efficient way for hospitals to meet this demand is the hub
and spoke model which hinges around outpatient care. By acquiring and constructing medical facilities
like advanced imaging centers, physician offices, and satellite emergency departments, health systems
can strategically coordinate a network of support to cater to the needs of their communities. This
provides patients with enhanced access to care, and it acts as a filter for the parent hospital, providing
cost-effective care to patients with less major symptoms. This clears up the emergency room and allows
hospital physicians to focus on critical care patients, both of which contribute to the bottom line.

When combining the increasing demand for services with strong market fundamentals we can see that
there will likely be continued interest in medical office development in this region. As Exhibit 21
illustrates, the market fundamentals in the Pacific Northwest relative to other regions are bested by no
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other region (high rents and low vacancy) and the construction pipeline is small compared to other
regions.

Exhibit 21: Medical Office Regional Market Fundamentals Comparison

Source: Marcus & Millichap, Medical Office Research Report, First Half 2013

The growth of employment in this sector is also important to note as it is an indicator of this sector’s
relevance in King County. Exhibit 22 illustrates this steady growth over the past 10 years. Between 2002
and 2012 a total of 29,000 jobs in this sector were created in King County, representing a 27% total
increase over the 2002 count. When compared to the 65,000 countywide jobs that were added during
the same period we can see that 48% of all new jobs created were in this sector.
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Exhibit 22: Health Care Sector Job Trends in King County, 2002-2012

Source: BLS, Quarterly Census of Employment and Wages. NAICS Code 62

The Study Area is home to the Evergreen Health Center main campus. The presence of this regional
asset in the Study Area should be attractive to investors considering medical office development. This
medical center has 274 beds and had 16,029 admissions in the latest year for which data are available. It
performed 4,054 annual inpatient and 2,599 outpatient surgeries. Its emergency room had 55,698 visits.
It is the second ranked hospital in the state and was ranked as “high-performing” for 10 specialty areas.
Given the strong regional market fundamentals for medical office and the presence of the Evergreen
Health Center in the Study Area, the City should consider working with the hospital to better understand
how it can support both its own growth as well as encourage new supporting medical office
development near the campus.

High-Tech/Software

Seattle has a reputation nationally as a technology region. This was fostered by the growth of Microsoft
and is now being bolstered by Amazon.com. There are hundreds of software and hardware companies
that have been incubated and grown in this region; however, a recent trend of major Silicon Valley firms
such as Facebook, Twitter, and Google all moving to this region illustrates how Seattle is viewed by the
broader community. Its quality of life attributes that draw workers from around the world and the
existing workforce that is already here are proving Seattle has gravity. Indeed, in May 2012 Forbes cited
Seattle as the best city for tech jobs.

The proof of this growth is in the jobs numbers. The growth of employment in software and hardware
technology related jobs is an indicator of this sector’s significant growth trajectory in King County.
Exhibit 23 illustrates this tremendous growth over the past 10 years. In King County, between 2002 and
2012 a total of 12,800 jobs were added in the computer systems design and related services subsector,
16,400 jobs were created in the software publishing sector, and 9,200 jobs in the electronic shopping
subsector for a total of roughly 38,400 jobs. This overall growth of technology jobs a 70% total increase
over the 2002 count.

Section 1-23



TOTEM LAKE TDR AND TIF STUDY

E-page 140 MARKET ASSESERRR4

Exhibit 23: Technology Sector Job Trends in King County, 2002-2012

Source: BLS, Quarterly Census of Employment and Wages. NAICS Code 5112 and 5415

Technology firms in the region are a major driver for employment growth. These jobs drive office use in
both urban core and suburban locations. The recent trend has been to locate technology business in
urban areas rich in neighborhood amenities or on campuses where the company culture can be
cultivated. Downtown Seattle and Bellevue are home to the majority of the major technology firms that
are attracted to walkability and proximity to its workers.

However, this generalization may also be turned on its head when looking at Microsoft’s emergence in
the Overlake area of Redmond and recently Google’s expanding presence in Kirkland. Major companies
looking to locate to this region or expand from elsewhere in the region look at a wide range of factors
from accessibility, to cost of existing or new space, to area amenities that will help it attract and retain
its workers.

There are currently approximately 300 businesses® within this sector that are located in Kirkland. A
number of these companies are located along the Lake Washington corridor or in Kirkland’s CBD;
however, there are a number located in the Study Area. Again, the drivers for technology businesses to
the Study Area are more costly to occupy space relative to other locations and its access from 1-405. The
likelihood of a speculative office building or complex in the Study Area is not likely in the near term
given the competitive landscape. However, existing users in flex/tech will continue to occupy existing
office space in the Study Area helping to keep vacancy rates low. With that in mind, the technology
sector will likely be a jobs driver for the foreseeable future and the region’s reputation should sustain.
Given a strong vision for the Totem Lake Mall redevelopment, it cannot be ruled out that a major
employer would be attracted to the Study Area for its accessibility and proximity to an educated
workforce.

 Count based on a Manta.com search of software and IT business
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TOTEM LAKE TDR AND TIF STUDY

Transfer of Development Rights Program

The overall purpose of this section is to provide a planning and policy context for a TDR program for the
City of Kirkland, centered on the Totem Lake Neighborhood and to a set of policies, guidelines, and
municipal code recommendations needed to implement a TDR program in Kirkland. It is anticipated that
Kirkland will consider the creation of a TDR program during its update of the Comprehensive Plan
(currently underway) and its adoption in 2015 by the City Council.

Within this section are four subsections that cover the broad range of topics related to the creation of a
TDR program. The subsections in this Section are:

* Policy Framework — An assessment of need policy support for TDR and LCLIP in Kirkland
* TDR Program Elements — An overview and recommendations of major elements of a TDR program;

* TDR Administration — An overview, discussion, and recommendation for different TDR
administration models for the City; and

* TDR Code Package — A code spelling out information on sending site eligibility, exchange rates, and
city administration necessary for the City to adopt the TDR program.

2.1 Overview

The purpose of this section is to provide the City of Kirkland with a cohesive summary of how transfer of
development rights (TDR) programs work and to identify the necessary steps for City staff to take as it
formulates policy and program recommendations for City leaders. This document also serves to furnish
an outline of, and content for, a TDR Program Recommendations Report to the City of Kirkland.

The document is the practical outline of how a TDR program works, the necessary analysis, and general
program recommendations to facilitate the decisions the city will need to make when considering
adoption and implementation of a TDR program. It explains the fundamental concepts of TDR,
introducing and discussing technical and policy issues that should be addressed when designing a new
TDR program. Importantly, it also identifies areas where specific recommendations will be useful to
Kirkland.

Other practical resources included are documents that are essential elements of TDR programs,
including draft ordinance language. Information contained in this document is drawn from a variety of
sources and is catered to the specifics of how to design a program for Kirkland.

For an overview of how TDR works, see Appendix A.

2.2  Why use TDR in Kirkland

In response to public concern about population growth and the impacts of development, the Growth
Management Act (GMA), Chapter 36.70A RCW, was enacted in 1990 and subsequently amended. The
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GMA requires fully planning local governments to adopt comprehensive growth management plans and
development regulations in accordance with the act’s provisions. The GMA recognizes and encourages
“innovative land use management techniques” such as transfer of development rights (TDR) to help
local governments achieve their planning goals.

TDR goes beyond traditional zoning by compensating landowners who give up their right to develop, by
protecting property from development in perpetuity, and by engaging the market to generate private
funding for land conservation. By helping to concentrate development in areas best suited for growth,
TDR can mitigate many of the public costs and impacts of sprawl. These include:

Infrastructure and service delivery costs

Following a pioneering study for the federal government in 1974,> numerous studies have documented
the public costs of sprawl. In 2005, the Puget Sound Regional Council reviewed these studies and
concluded that, while methodologies vary, sprawl is more costly than compact patterns of
development.® Savings on the capital costs of infrastructure are particularly significant with compact
development.

By using TDR to increase urban densities, the City can save on costs associated with providing public
services as residents live in an area more concentrated then sprawling developments.

Additionally, the Washington State RCW 39.108, Landscape Conservation and Local Infrastructure
Program (LCLIP), which ties TDR to infrastructure financing, provides cities with access to new revenue
to make investments in capital facilities. Kirkland could benefit from the revenue potential of LCLIP to
help pay for infrastructure improvements to help realize the vision of the Totem Lake Neighborhood.

Environmental quality

The environmental impacts of sprawl are well documented. Compact growth patterns use up to 21%
less acreage than sprawling development.® Sprawling development leads to the creation of new
impervious surface, increased flooding and increased storm water management costs. Sprawl also
contributes to loss of wildlife habitat and development of critical rural and resource land. The security of
the City’s water sources and the area’s vulnerability to flooding depend on the health of the watershed.

* The biological health of streams seriously declines once more than 10% of a stream’s watershed is
covered with paving and building, the equivalent of one single-family home per acre.®

1 Washington State Department of Commerce. Website accessed July 2012.
2 RCW 36.70A.090

3 Real Estate Research Corporation. The Costs of Sprawl: Environmental and Economic Costs of
Alternative Residential Development Patterns at the Urban Fringe. 3 vols. Washington, D.C.: U.S.
Government Printing Office, 1974.

4 Puget Sound Regional Council. VISION 2020 + 20 Update: Information Paper on the Cost of Sprawl.
Puget Sound Regional Council, December 19, 2005.

5 Robert W. Burchell, Anthony Downs, Samuel Seskin, et al. Costs of Sprawl 2000. Washington, D.C.:
Transit Cooperative Research Program, Transportation Research Board, National Research Council: TCRP
Report 74, 2002.

6 Patrick Mazza and Even Fodor, Taking Its Toll: the hidden costs of sprawl in Washington State, 2000.
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* The City of Kirkland contains multiple water bodies, including Totem Lake, Forbes Lake, Juanita
Creek, Forbes Creek, Yarrow Creek, a number of wetland areas, and Lake Washington shoreline.
These water bodies provide habitat for fish species, but face degradation due to water quality
issues. Jurisdictional representatives interviewed in a University of Washington report “identified
water quality as the main problem resulting from stormwater runoff in their area.”’ According to the
Department of Ecology, urban stormwater runoff is a common reason behind violations of water
quality standards.® As such, water quality degradation is a primary concern of stormwater managers
and public works directors.’

® Preventing pollution from urban stormwater runoff, protection and restoration of habitat, and
recovery of shellfish beds are the three major strategic initiatives of The Puget Sound Partnership
2012-2013 Action Agenda. Stormwater runoff is the primary source of pollution to Puget Sound, and
preventing stormwater runoff will contribute towards 2020 ecosystem recovery targets for stream
flow, marine water quality, freshwater quality, marine sediment quality, toxics in fish, swimming
beaches, shellfish beds, Chinook salmon, orcas and birds. The Action Agenda identifies key strategies
and actions for habitat protection and restoration include compact growth patterns, increased
density, redevelopment, and rural lands protection. TDR could help protect upland rural areas, while
promoting urban development within the city, helping advance regional goals. Additionally, LCLIP
could potentially provide revenue for improving infrastructure to accommodate new and
redevelopment within the city, helping to protect the watershed. *°

Jobs and the economy

The Totem Lake Urban Center is a significant employment hub for the City. Evergreen Hospital in Totem
Lake is the City’s largest employer with 3,000 workers.™* Additional growth in employment is expected
to come from various industries, including: aerospace businesses like Astronics, which will add 300 jobs
to the area;'? additional health services such as an 83,000 SF Allied Health Building at Lake Washington
Institute of Technology;"® and technology jobs associated with the planned 180,000 SF office building for
Google.™

In addition to these recent investments, job growth is expected to continue in various industries over
the next decade. Based on the King County Countywide Planning Policies growth targets, Kirkland is
expected to accommodate 8,361 new housing units and 22,435 new jobs by 2035, which averages out to

7 Booth, D. B., Visitacion, B., & Steinemann, A. C. (2006). Damages and costs of stormwater runoff in the
Puget Sound region. Department of Civil and Environmental Engineering, University of Washington,
Seattle, WA.

8 Ibid.
9 Ibid.

10 Puget Sound Partnership. Highlights of the 2012/2013 Action Agenda for Puget Sound, Strategy A4.2,
2012.

11 Urban Land Institute. ULl Technical Assistance Panel Recommendations: City of Kirkland — Totem
Lake. Urban Land Institute, 2011.

12 City of Kirkland. Totem Lake 2nd Symposium Summary. 2012.
13 lbid.

14 City of Kirkland Planning & Community Development. Website accessed March 2013.
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about 363 housing units per year and 975 jobs per year. With this projected job growth, the Totem Lake
Urban Center can expect to remain a significant employment hub for the City.

The Totem Lake area is positioned to benefit from the rapid growth that is expected. Given the
projected growth, demand for development will increase. TDR can help the City achieve its growth
targets by adding to residential and employment capacity in an efficient and compact form.

Transit connectivity

As a designated Regional Growth Center, the City of Kirkland must allow land use patterns that promote
efficient transit service. According to Futurewise, dense land use patterns are an essential component in
promoting transit ridership.” High-performing Transit-Oriented Communities (TOC) should be zoned to
accommodate 15,000 residential units and 10,000 employment units within % mile of a transit station.'®
The increased densities needed to create a Transit-Oriented Community can be supported by moving
development rights into the City through a TDR program, simultaneously satisfying the demand for
dense development and reducing low density sprawl outside the urban center.

In a densely developed area, convenient transit supports resident and worker mobility, providing easy
access to many amenities. The ability to live and work in an urban area makes for a desirable and vibrant
community, which will attract both residents and visitors to the City.

In addition to supporting the dense urban center, efficient transit promotes regional connectivity. As
population and jobs are expected to grow simultaneously, there is still likely to have some level of
commuter activity in and out of the City. Transit connections with other residential and employment
centers in the region will allow Kirkland residents to access jobs throughout the region and non-
residents to access jobs in the City.

A voluntary, market-based TDR program will provide tools for Kirkland to promote economic growth
while protecting important lands by fairly compensating owners for their lands’ development potential.
This program can also play a role in supporting the city’s economy, reducing public expenditures
associated with growth, and retaining quality of life.

Recognition of TDR at the State Level

The state legislature recognizes the importance of rural lands and rural character to the state’s
economy, its people, and its environment. To promote planned growth, the GMA identifies TDR as an
innovative land use management technique that assists counties and cities in achieving GMA’s planning
goals.

TDR can help Kirkland address several GMA goals. Those advanced by a city TDR program include:
® Goal 1: Urban Growth

® Goal 2: Sprawl

® Goal 4: Housing

® Goal 5: Economic Development

® Goal 6: Property Rights

15 Futurewise, GGLO, Transportation Choices. Transit-Oriented Communities: A Blueprint for
Washington State. Futurewise, GGLO, Transportation Choices, October 2009.

16 Ibid.
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* Goal 8: Natural Resource Industry
® Goal 9: Open Space and Recreation
® Goal 10: Environment

® Goal 12: Public Facilities and Services

TDR in Other Washington Communities Cities and Counties

As of January 2012, Washington is host to TDR programs in 27 separate jurisdictions.17 Most programs in
Washington are aimed at resource land conservation and/or environmental protection, but some
include other goals, such as affordable housing (Seattle), historic preservation (Seattle and Vancouver),
and watershed protection (Whatcom County).

Programs in King County have conserved the greatest acreages, with a total of 184,000 acres. Top
programs include: Black Diamond (1,600 acres), Redmond (415 acres), and Seattle (883 acres).'® Five
county-based programs rely on interlocal agreements, allowing density to be transferred from rural
areas of the county into incorporated cities. King County, for example, has accomplished transfers
through interlocal agreements with Seattle and Issaquah, and has additional such agreements with
Bellevue and Sammamish.

2.3 Policy Support for TDR in Kirkland

Under the Growth Management Act, most local governments in Washington are required to plan for
growth. One of the tools by which local governments meet this mandate is through the comprehensive
planning process. Comprehensive plans serve to articulate the vision and objectives for a community
and to identify public interests that government should serve.

Policies included in a comprehensive plan provide high-level guidance for how to achieve these
objectives and inform regulations that implement the plan. In order to understand how new programs,
particularly those involving growth, serve public interests it is essential to review them in the context of
existing policies.

® |s current policy language consistent with the use of TDR?
* Does pursuit of TDR and infrastructure financing support the City’s objectives?

* |[f the existing body of policy does not address the use of these programs, what additional guidance
should the City consider?

In order to answer these questions, Forterra conducted a policy analysis of Kirkland’s comprehensive
plan and regional land use initiatives in which the City is involved. The analysis examined whether a TDR
program and an infrastructure-financing program can support the objectives of the Kirkland
Comprehensive Plan, as well as regional goals from the Puget Sound Partnership 2012/2013 Action
Agenda and the WRIA 8 Salmon Conservation Plan and Shared Strategy for Puget Sound.

Where existing policy clearly articulates direction on growth, conservation, and land use as pertaining to
TDR and LCLIP, the City has guidance for pursuing these programs. Where policy does not provide clear
direction Forterra identified areas for clarification or new language to better define the City’s priorities.

17 Forterra national TDR database, updated July 2013.

18 Acreages as of 2011; data were provided by local planners in each jurisdiction
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Comprehensive Plan Review

The existing Kirkland Comprehensive Plan policies provide general direction for the City to pursue both
the creation of a TDR program and participation in an infrastructure-financing program. At a high level,
the Comprehensive Plan identifies goals and policies that a TDR and infrastructure-financing program
would support across numerous sections, including the following chapters:

e Vision/Framework Goals

® Community Character

* Natural Environment

e Lland Use

® Economic Development

* Parks, Recreation, and Open Space
® (Capital Facilities

These sections of the Comprehensive Plan define approaches to accommodate population growth in
Kirkland by increasing housing and job supply, while also protecting open space and natural areas within
the city and natural areas throughout the region. For example, Vision/Framework Goal-14 directs
Kirkland to plan for a fair share of regional growth, consistent with state and regional goals to minimize
low-density sprawl and direct growth to urban areas.

A TDR program can help achieve this goal by creating market-based incentives for growth in the City that
is consistent with the development patterns desired in the Totem Lake Neighborhood Plan. The Natural
Environment chapter identifies goals to protect natural systems and features from negative impacts,
including land development. Policies support system-wide approaches to effectively manage
environmental resources to maintain environmental quality and protect fish and wildlife habitat.
Existing policies also direct Kirkland to support regional watershed conservation efforts and to develop
regulations and incentives to protect Kirkland’s watershed resources.

The Economic Development chapter discusses specific strategies to promote economic activity and job
growth in specific areas, while maintaining community character and urban vitality. Redevelopment and
investments in infrastructure and capital facilities are identified as strategies to achieve commercial and
economic development.

A TDR and infrastructure-financing program, such as Landscape Conservation and Local Infrastructure
Program (LCLIP), can help achieve these goals by incentivizing redevelopment and providing funding for
capital projects. While TDR is not explicitly highlighted as a specific tool for these development patterns,
there is policy support for increased height and density. Additionally, policies encourage regional
coordination to solve environmental, habitat, water quality, and general quality of life concerns.

A detailed comprehensive review and excerpts of specific policies can be found in Appendix C: Policy
Review.

2.4 Recommendations for Comprehensive Plan Policies

The Kirkland Comprehensive Plan enumerates multiple objectives that TDR and infrastructure financing
from LCLIP can help advance. Given the context of considering TDR in combination with LCLIP, it was
found that five areas of additional policy support for TDR and LCLIP are needed.

* Explicit support for TDR

* Use of TDR for protecting resource lands
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* Use of TDR for protecting habitat
* Use of TDR for advancing water quality goals
® Support for LCLIP

While the Plan identifies a broad range of growth and conservation goals in a regional context, adding
policy language that specifically supports use of TDR would give the City greater clarity on using this tool
to achieve their policy objectives. Additionally, should Kirkland choose to use the Landscape
Conservation and Local Infrastructure Program (LCLIP), state legislation stipulates that cities shall accept
TDR credits from farms, forests and some rural lands in the 3-county region (RCW 39.108).

Since these lands are not explicitly identified as conservation priorities in the Comprehensive Plan,
additional language addressing this point will create the policy framework to support the City’s
participation in LCLIP. The city is also considering three sub-categories of LCLIP eligible sending sites:
resource lands consisting of farm and forest lands, land within WRIA 8 that protect salmon habitat, and
lands important for the city’s future water supply (more detail on sending sites is in section 4.2).

Within the City, the Totem Lake Neighborhood Plan identifies zones that are appropriate for commercial
development, increased FAR, employment centers, and transit-oriented development. It also highlights
certain infrastructure needs, such as new streets. If the City of Kirkland moves forward with a TDR
program, this area should be identified as a receiving area in the Comprehensive Plan. Additionally, TDR
should be added to the Neighborhood Plan as an incentive program to achieve economic and
commercial development policy goals.

Add bold and italicized language to the following comprehensive plan policies:

e Additional language indicating broad support for TDR as a tool to advance open space conservation
goals:

VI. Policy LU-7.4: Work with adjacent jurisdictions and State, federal, and tribal
governments to identify and protect open space networks to be preserved within and
around Kirkland.

Preserving open space corridors inside in [sic] and surrounding the City need not
conflict with private property rights or preclude the reasonable use of land. To this end,
a variety of strategies should be considered that provide opportunities for negotiating
“win-win” approaches to preservation and development including market-based tools
such as Transfer of Development Rights.

Additional language indicating support for TDR as a tool to protect resource lands by combining Policy
PR-3.3, NE-2.8, and NE-2.1.1 into:

X. Policy XX-XX: Consider market-based conservation tools such as Transfer of Development
Rights to protect farmland and forestland within the region, salmon conservation, and water
quality purposes.

* Add additional language indicating support for LCLIP:

Xlll. Policy CF-5.3: Use a variety of funding sources to finance facilities in the Capital
Facilities Plan.

The City’s first choice for financing future capital improvements is to continue using
existing sources of revenue that are already available and being used for capital
facilities. These sources may include the following:

o Gastax;
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o Salestax;

o Utility connection charges;

o Utility rates;

o Real estate excise tax;

o Interest income;

o Debt;

o Impact fee for roads and parks;

o Grants;

o Infrastructure funding mechanisms.

If these sources are inadequate, the City will need to explore the feasibility of additional
revenues.

Xlll. Policy CF-5.11: Where appropriate, the City may use infrastructure-financing
programs to fund capital improvements in areas designated for growth.

* To support use of TDR for within the city, consider adopting the following policy to help advance the
city’s stormwater runoff goals:

V. Policy NE-2.4: Improve management of stormwater runoff from impervious surfaces by
employing low impact development practices where feasible through City projects, incentive
programs, such as Transfer of Development Rights, and development standards.

3.1 TDR Goals

The City of Kirkland has identified the Totem Lake neighborhood as an important center for economic
and population growth in the City. The City’s vision for the area, as articulated in the Totem Lake
Neighborhood Plan, is to capture opportunities for redevelopment, revitalization, and growth in
employment and housing. Growth management tools such as transfer of development rights and
infrastructure financing programs can support the City’s goals of creating a vibrant community and
promoting economic development, all while protecting the region’s resource lands that contribute to a
high quality of life.

An effective TDR program can support Kirkland’s efforts to encourage population and employment
growth by providing incentives for the types of redevelopment that the City desires. Furthermore, it can
support the city’s conservation objectives and help conserve farms and forests that are essential to the
sustainability of the region. For example, as a city located in WRIA 8, Kirkland’s Comprehensive Plan
identifies the importance of protecting lands that contribute to watershed health, especially to help
support Salmon recovery.

A TDR program can help protect such lands and others that are key to maintaining the health of the
Puget Sound. Success for the program is a scenario in which development patterns achieve increased
walkability; economic growth and diversification; and more intensive land uses that make Totem Lake an
attractive community in which to live, work, and do business.

When identifying goals of a TDR program it is also important to consider how they might interact with
other public policies. This relationship works two ways: what effects might TDR policies have on existing
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policies and programs, and vice-versa? ldentifying areas in which TDR policies might be in conflict with
other public policies will allow Kirkland to avert issues of competition and will promote advancement of
multiple objectives in complementary ways.

3.2 Identifying Sending Areas

Since the city is considering TDR and LCLIP together, the focus of the work to identify sending sites is
limited to those sites eligible under the LCLIP legislation, which includes farm and forest land throughout
Pierce, King, and Snohomish Counties, select rural lands within King County, and credits from King
County’s TDR bank. While eligible LCLIP sending areas span Pierce, King, and Snohomish Counties, the
legislation provides cities the flexibility to give preference to certain areas within the region. Despite the
eligible sending sites being located throughout the three counties, the financing provided to Kirkland
under the program would only come from King County.

Should Kirkland wish to pursue LCLIP, the following sending areas and sources of TDR credits are
required by state legislation to be eligible for transfer into cities:

* Farm and forest resource lands of long term commercial significance as identified by Pierce, King,
and Snohomish Counties pursuant to RCW 39.108.050

® Select rural King County credits identified as top conservation priorities pursuant to RCW 39.108
* King County TDR bank credits

For this analysis, we focused on three priority conservation areas that are eligible under the program
and are in alignment with the city’s stated interests: 1) protecting salmon habitat, 2) protecting its
drinking water source, and 3) protecting productive farm and forestlands. These areas of focus are
supported by various plans such as, the WRIA 8 Salmon Conservation Plan, the City’s membership in the
Cascade Water Alliance, and the general public benefits of protecting local food and timber sources for
local use and economic health of the region.

Within the city’s identified receiving site, Totem Lake Neighborhood, Kirkland has a set amount of
receiving area capacity to accommodate bonus density and growth achieved from placement of TDR
credits. Under LCLIP, if the city wanted to maximize its revenue potential it would also want to ensure its
ability to place 100 percent of its allocated number of 501 TDR credits (detailed in Section 3). Therefore,
it's important to understand the trade-offs of choosing LCLIP-eligible sending sites and non-eligible sites.
For example, if the City allowed developers within the receiving site to use TDR credits from non-LCLIP
lands, receiving-area bonus capacity would be consumed by non-LCLIP eligible credits, thereby limiting
the city’s access to infrastructure funding through LCLIP.

Additional Sending Areas: Kirkland also has the opportunity to designate in-city sending sites. TDR can
be used as a tool to achieve conservation of land adjacent to the Eastside Rail Corridor, and as the City
moves forward with the Corridor Master Plan process, the City should determine whether it is in the
City’s interest to conserve adjacent lands that enhance or maintain the recreational experience.

Additionally, areas that have issues with stormwater drainage in the city can benefit from conservation
of land by maintaining pervious surfaces to attenuate surface water flow and maintain groundwater
infiltration. If the City decides to designate areas with stormwater drainage issues in the city as sending
sites, the City would need to consider the conflicting policy implication of conserving land in the city and
limiting development capacity while also encouraging economic growth and development.
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3.3 Identifying Receiving Areas

While identifying areas for desired conservation is important, a TDR program cannot operate without a
market for development rights. Identifying and assessing receiving areas is therefore a critical element
of TDR program development.

TDR and LCLIP can help Kirkland achieve this through investments in infrastructure that will support
growth and give incentives to developers for building more residential and commercial capacity. Other
Washington cities have adopted TDR programs, including Seattle, Issaquah, Bellevue, Tacoma, and
Sammamish. These cities’ programs encourage growth patterns that promote walkable, vibrant
communities. For an analysis of Comprehensive Plan policies and their advancement of particular TDR
receiving areas, see Policy Support for TDR in Kirkland.

Kirkland has identified the Totem Lake neighborhood as a priority for being a potential TDR receiving
area. The neighborhood plan highlights four quadrants of the area with different redevelopment
objectives. The neighborhood map shown below illustrates the proposed uses in each quadrant:

* Northwest- intensive mixed use with an emphasis on multifamily housing.

* Northeast- Totem Center is the proposed intensive core of the neighborhood, which contains
Evergreen Hospital, a transit center, and Totem Lake Mall, where redevelopment is envisioned as a
pedestrian-oriented mixed-use center.

* Southeast- includes Totem Square, where more intensive redevelopment is desired, and a
combination commercial/high density multifamily zone.

® Southwest- includes a business park and the Parmac area in which industrial use will transition to
office/business park.

Within the quadrants are a range of zoning classifications with different uses and emphases for
redevelopment. This diversity in planned growth can be supported by TDR, as the tool’s flexibility can
provide different kinds of density bonuses that are tailored to the desired development patterns in each
zone.

Section 2-10



E- 152 TOTEM LAKE TDR AND TIF STUDY
Page oASReSmeRtA

Exhibit 1: Four Quadrants of Totem Lake

Source: City of Kirkland, 2013.

The range of building heights established in the Totem Lake neighborhood plan introduces potential
challenges for using TDR. Because of the revised height limits and residential densities allowed, the
opportunity to capture market demand for additional development intensity of these two types is
limited. Therefore the city may consider other types of incentives that create value for developers
through cost savings to a project.

Incentives that Kirkland could offer that provide value to developers and would not compete with other
existing incentives such as affordable housing, include:

* Impact fee alternatives

® Storm water fee alternatives
* Parking requirement flexibility
* FAR

Impact fees for new development are collected to offset certain effects that growth has on a
community. As growth occurs, it places increased demand on infrastructure, services, and amenities.
Kirkland spends revenue from impact fees in three areas: transportation and parks. The City could
facilitate the use of TDR by exempting a portion of the impact fees collections and requiring TDR credit
acquisition. The key questions to consider are:

® Can LCLIP fees be used for the same purposes as impact fees?
® Are LCLIP revenues the same or greater than the foregone impact fees?

* In considering whether to redirect a portion of impact fees towards TDR credit acquisition, the City
should consider the benefits and limitations of this option within the context of LCLIP.

Advantages of this approach include:
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* Potentially increases revenue for infrastructure via LCLIP (see following discussion),
* Reduces uncertainty for the City in terms of meeting its commitment to place TDR credits, and
® Authorized LCLIP expenditures include:

0 Street, road, bridge, and rail construction and maintenance;

Water and sewer system construction and improvements;

Sidewalks, streetlights, landscaping, and streetscaping;

Parking, terminal, and dock facilities;

Park and ride facilities of a transit authority and other facilities that support transit-oriented
development;

Park facilities, recreational areas, bicycle paths, and environmental remediation;

Storm water and drainage management systems;

Electric, gas, fiber, and other utility infrastructures;

Expenditures for facilities and improvements that support affordable housing as defined by WA
law.

0 Providing maintenance and security for common or public areas.

O Historic preservation activities authorized under WA law.

O O O O

O O O O

Limitations of this approach include:

* Geographical constraints. Infrastructure money generated through LCLIP may only be used for
improvements within Totem Lake,

* While LCLIP is designed to support a wide range of infrastructure improvements, including road
construction, transit, and streetscapes, it may not encompass every expenditure for which the City
would otherwise use transportation impact fees, and

* The timing for collecting revenue from LCLIP will be later than when impact fees are collected and
must be in compliance with provisions of state law as well as the city’s financial policies.

Allowing provision of TDR credits in lieu of collecting impact fees is not a widely used conversion
commodity among cities with TDR programs. In analysis of other programs, only two were found to use
this approach, Oxnard, CA and Pacifica, CA. These cities both justified use of TDR in lieu of impact fee
collection due to each of them resulting in similar public benefit outcomes. They also found that the
actual impact to traffic resources was minimized due to how TDR was used to increase densities in
already developed areas. Summaries of these programs are provided below:

Pacifica, CA

The Pacifica TDR program was initially developed to target the preservation of a 20-acre bluff-top and
has since been expanded to protect other environmentally sensitive areas. Because receiving sites must
be determined to already have adequate public services and infrastructure in place, capital
improvement fees and in some cases, traffic impact mitigation fees, may be waived for developers using
transferred credits.

Additionally, parkland dedication, open space, and landscaping requirements may also be waived since
the conserved properties at sending sites achieve those same goals. Although the Pacifica TDR program
is not mandatory, it provides an incentive option for developers to be exempted from paying those
certain fees if they use the program and transferred credits. However, due to development limitations
and low demand for additional density, there has been little use of the TDR program since
developments in Pacifica in the recent past are often built below base density.
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Oxnard, CA

Oxnard’s TDR program focuses on preserving land and limiting the environmental impacts of new
development in one of the City’s beachfront subdivisions; the goal is to keep undeveloped vacant lots in
this coastal area. Developers in designated receiving areas can receive as many as six transfer units from
properties in the Oxnard Shores sending area but may alternately pay an in-lieu fee instead of directly
purchasing TDR credits, which the City puts towards buying vacant lots in Oxnard Shores. Because this
preservation contributes to the City’s goals of creating more open space and recreational land in the
coastal area, fees that would typically go towards open space and parks, are waived for developers using
transfer credits since the City does not want to doubly charge those who are contributing to City-wide
conservation goals through the use of the TDR program.

Additionally, “growth requirement capital fees” that are typically put towards the strengthening of local
infrastructure, are waived when TDR credits are used since the program requires that receiving sites
already have the existing infrastructure to accommodate extra units. Although this voluntary program
attempts to incentivize the transfer of rights from these coastal properties, there have been few
transfers because the oceanfront sending areas are too valuable for transfers to be appealing to those
property owners.

3.4 Recommendations for Sending Areas

The City of Kirkland has the opportunity to support its conservation priorities by designating sending
sites for the TDR program. While the Comprehensive Plan currently lacks language supporting the use of
TDR to advance specific conservation priorities, the City has expressed interest in considering the
following sending sites for the TDR program:

* Resource lands and credits deemed eligible under LCLIP (Exhibit 5)

* Salmon habitat lands aligned with goals in the WRIA 8 Salmon Conservation Plan and Shared
Strategy for Puget Sound (Exhibit 6)

* Lands within the city’s future water supply area identified by Cascade Water Alliance (Exhibit 7)

Before committing to these sending areas, the City of Kirkland should weigh several considerations. The
City can designate additional sending areas beyond those required by the LCLIP program, but in order to
be eligible for LCLIP, all agricultural and forestland in King, Pierce and Snohomish Counties must be
included as sending sites as pursuant to RCW 39.108.

While the City can designate lands contributing to healthy water quality and salmon habitat as priorities
for conservation, there are certain tradeoffs in prioritizing a subset of the required LCLIP lands. These
include impediments to conservation of priority lands if the pool of willing landowners is insufficient to
meet demand and buyers acquire desired credits elsewhere in the market. Too small of a credit supply
may also lead to unrealistic price expectations among landowners, as sellers seek prices greater than
what the market can bear. This would also result in buyers seeking credits from alternative sources.

Sending Site Rights and Values

Based on GIS analysis of available sending sites, it is estimated that the sending sites identified for
Kirkland contain an adequate supply of development rights needed to satisfy demand (Exhibit 2).
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Exhibit 2: Estimated Development Rights in Kirkland Sending Areas

Number of

Sending Sites .
Development Rights

WRIA 8 1,317
Cascade - Lake Tapps 903
Regional Resource Lands 24,600

Source: Forterra, 2013.

Furthermore, as discussed in greater detail in the receiving area section, high credit prices can affect a
city’s ability to place credits in urban projects. Higher credit prices require a greater incentive to make
TDR economically viable for developers. In some cases, depending on the type of incentive, a city might
need to give away so much development bonus per TDR credit that its capacity to absorb credits is
reduced. Thus reducing the city’s ability to utilize all of its allocated TDR credits and potentially reducing
the amount of financing provided through LCLIP. Exhibit 3 summarizes and estimated range of values of
development rights in these areas. The values are ordered on according to the lower quartile and a
median price points for these credits. Only these ranges are shown since the represent the first tier of
lower cost credits likely to be demanded by the market place.

Exhibit 3: Range of Sending Site Values

Cost (second

Sending Sites Cost (first quartile) .
guartile)
WRIA 8 $37,600 $48,000
Cascade - Lake Tapps $13,500 $20,700
Regional Resource Lands $21,500 $36,200

Source: Forterra, 2013.

Ultimately, the final choice to prioritize subsets of the regional sending areas or lands not identified in
LCLIP is a policy decision. We recommend the City to balance its specific conservation objectives with its
infrastructure needs, growth goals, and the desired level of financing that will help achieve these goals.

In the Central Puget Sound regional marketplace there are multiple sources of TDR credits. The following
table summarizes current avenues by which the City, or developers in Totem Lake, could acquire credits.
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Exhibit 4: Credit Source

Credit Source

Description

King County TDR exchange

Pierce County TDR
exchange

King County TDR bank

Snohomish County

Private firms

Individual landowners

Online marketplace connecting buyers and sellers of
credits in King County. Not all credits listed on the
exchange are eligible for LCLIP.

Online marketplace connecting buyers and sellers of
credits in Pierce County.

All credits owned by bank are eligible. King County
revolves proceeds of sales into future acquisitions.

Although not a bank, the county owns a small number of
farm TDR credits.

Private organizations own certified TDR credits ready for
saleand can act as facilitator to help connect buyers and
sellers.

Developers can seek out individual sellers on the private
market.

Source: Forterra, 2013.

Exhibit 5:

Source: Forterra, 2013.

Resource Lands Eligible Under LCLIP
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Exhibit 6: Salmon Habitat in WRIA 8

Source: King County, 2013.
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Exhibit 7: Cascade Water Alliance Lands

Source: Forterra, 2013.

3.5 Recommendations for Receiving Areas

Compatibility with Existing Incentives

The City has identified the provision of affordable housing as a component of the Totem Lake Urban
Center, and as such it is important to design new incentives in such a way as to avoid creating
competition among them. Development bonuses that a TDR program could offer, such as additional
residential density, could potentially offer developers an alternative means to achieve higher intensities
that would not advance the City’s housing affordability objectives. In order to avert competition and
create an incentive structure that supports both public policy goals, the City should consider a range of
approaches to TDR program design. The main options for balancing these goals include:

* Award different bonuses to achieve different objectives
* Award the same bonuses, but in different geographies

* Award the same bonuses, but require both objectives be met on a project or area basis.

Different bonuses

Affordable housing can only be provided through construction of new residential units. The existing
zoning allows for additional residential units to be constructed with the inclusion of affordable units. By
contrast, bonuses awarded under a potential TDR program could be limited to bonus density in areas
without the affordable housing provision - and other commodities, such as modified parking ratios,
commercial floor area, setbacks, and impervious surfaces. This approach reduces competition between
the two public policy goals, but also limits opportunities for using TDR.

Section 2-17



TOTEM LAKE TDR AND TIF STUDY
E-page 159 ToR VREERAN

Award the same bonuses

The City could retain the affordable housing element in that zone and award additional residential
density for TDR in other areas of Totem Lake. Award the same bonus and prescribe how both are used-
as a third alternative, the City could allow for both TDR and affordable housing residential density
bonuses but set guidelines for how they are used. For example, both bonuses would be available to
developers as long as a certain percentage of additional density was achieved through each. This
distribution of bonuses could be balanced across a neighborhood.

Based on direction from City staff, the TDR analysis focused on ensuring both affordable housing and
TDR benefits are not in competition by providing different bonuses and by using development bonuses
in different geographies. The majority of development bonus is used for encouraging affordable
housing. Use of TDR for the city explored achieving conservation goals through focusing on density
bonuses in areas with no foregoing impact fees, reducing parking requirements, and limited
development bonuses.

Focus on Implementing a Modest TDR Program in Totem Lake

The findings of this study suggest that there is limited near-term potential for LCLIP to generate new
revenue for Kirkland to support infrastructure improvements that the City is planning to pursue. As
explained in the Section 3 on LCLIP, the City’s access to this new financing would entail additional
complexity and financial risk that Kirkland would have to consider as part of a decision to participate in
LCLIP. This section identifies what near-term measures the City could take that would allow it to realize
the benefits of LCLIP without changes to its existing development regulations.

Understanding the constraints of the City’s existing incentive zoning regime will help to further frame
the discussion of near- versus long-term opportunities. A TDR marketplace (and, by extension, LCLIP) is
driven by growth. Incentives can capture a portion of the demand for growth through bonuses for
development beyond baseline zoning. This approach works best when demand for growth exceeds that
zoning. In the case of Totem Lake, recent area-wide rezones allow for densities that are high enough to
capture most of the current and projected market demand and current density bonuses go to affordable
housing as discussed above. It is therefore unlikely that demand for growth will surpass base zoning
following the increase in by-right capacity established in the Totem Lake Neighborhood Plan — however,
there are a few zones that present some opportunity to place credits through density bonuses as
described below.

Bonus Floor Area Ratio Incentive and Exchange Rates

Floor area ratio (FAR) is an incentive that can create value because it increases density and flexibility for
developers. By achieving greater FAR in a project, a developer can configure the bonus floor area in
ways that best reflect demand in the real estate market and can increase the amount of residential units
or commercial floor space. New zoning limits established in the Totem Lake Neighborhood Plan increase
density to the point where demand for additional density would be limited. Market analysis performed
by Heartland and code analysis by MAKERS, however, suggests that in zone TL-5 there may be an
opportunity for awarding bonus FAR as an incentive to developers.

Exchange rates are a critical component of a TDR program, as they help determine the value that
participants gain from using the tool. Exchange rates are established for the identified receiving sites
and their specific conversion commodities (units, floor area, parking, etc.). Based on the findings of an
economic analysis, the proposed exchange rates for TDR transactions in the Totem Lake Urban Center
are shown in the following table (Exhibit 8) that would use a FAR bonus. This receiving area eligible for
FAR is targeted at the TL-5 zone.
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Exhibit 8: Recommended TDR Exchange Rate for Additional FAR

Source: Forterra, BERK, Heartland, 2013.

It is recommended that the City use a “floating” exchange rate to deal with the multitude of sending site
credit values over the three sending areas. The floating mechanism normalizes the value of the incentive
relative to the cost to purchase the development right. The TL-5 zone allows for mixed use and a single
value of the financial benefit of incentive zoning is used. The estimated value for additional bonus
square footage used in this analysis is for $15 per square foot.

Additional Opportunities for a More Robust TDR Program

While bonus density is a common incentive in TDR programs, the nature of the tool is flexible and other
types of bonuses are available to create value to developers and the City. In the absence of a private
market for bonus density, the study explored ways the City could generate revenue by which it could
fund TDR acquisition and thereby leverage additional financing from King County.

The market study for Totem Lake Neighborhood does not find that demand for growth at present
exceeds current zoning. Conditions could change in the future that would support opportunities for a
more robust TDR approach that would allow the City to consider a more expansive implementation of
LCLIP. Such an approach may involve revisiting development regulations and policies established for the
Totem Lake Neighborhood. Should Kirkland wish to pursue a higher level of participation in LCLIP this
section identifies opportunities for different incentives to offer and TDR program mechanics to optimize
credit absorption. The following range of options identifies alternatives to incentive zoning by which the
City could secure the benefits of LCLIP without making substantial changes to development regulations.

Impact Fee Waivers and TDR Fee In Lieu Program

The project team identified the city’s greatest opportunity to create demand for TDR credits is through
substituting a voluntary TDR in lieu fee for an exemption of traffic and park impact fees, but only if the
city participates in LCLIP since forgone impact fee revenue would have to be made up by new
incremental property taxes from King County. A full analysis of this program is included in Section 3 of
this report.

Should Kirkland pursue LCLIP, it will gain access to financing for infrastructure improvements via the
county’s share of new property taxes. If the City uses LCLIP revenue to invest in transportation
improvements that might otherwise have been funded through impact fees, then there is effectively no
loss in revenue. In fact, because an allocation of impact fees for TDR credit acquisition will give the City
access to an even larger amount of revenue than the fees would generate, Kirkland can leverage that
investment to expand infrastructure financing beyond what is currently available.

The findings of the analysis show that the City could leverage its collection of traffic impact fees to
access greater revenues from King County through implementation of LCLIP — however, cash flow issues
relative to impact fee laws and City financial policies make a programmatic approach not feasible at this
time. However, this approach could be part of a broader strategy for TDR and LCLIP.
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Stormwater Waiver Incentives

The City is currently assessing the viability of using Totem Lake as a stormwater mitigation asset. This
study will be complete in the summer of 2014. We recommend the City assess the viability of using
reduced stormwater mitigation in lieu of a TDR provision if Totem Lake is a feasible bank of credits.

4.1 Introduction to Administration

Buying or selling development rights is at least as significant to buyers and sellers as a standard real
estate transaction, and is potentially more complex. For sellers, a farm or large parcel of forestland may
represent their most sizable asset. TDR offers an important opportunity to realize some of the value of
that asset, but one requiring consideration of both legal and financial ramifications. For developers, the
purchase of development rights is an added layer in the development process and may involve financing
separate from property and development costs.

Given the importance of this decision, it is equally important to design TDR administrative processes
that address the needs of the landowners and developers while meeting the goals of the county.

The following sections provide an overview of TDR administrative models and considerations, including
recommendations. Specifically discussed are alternatives regarding:

* Transfer models

* Atypical TDR deal

® (Calculating sending site TDR credits
* Development Right Certificates

* Transfer process

® Deed restrictions

e Conservation easements

* Interlocal agreements

Alternatives discussed are based on input from Kirkland and experience analyzing and working with
other jurisdictions.

4.2 Transfer Models

A variety of mechanisms exist to facilitate TDR transactions, ranging from buyer-seller direct sales to
complex TDR banks. The following are suggested as key goals to consider when assessing and designing
TDR transaction mechanisms:

* Tothe extent possible, simplify TDR transactions and reduce uncertainty for buyers and sellers.
® Support cross-jurisdictional exchanges where appropriate.

* Provide incentives for private market participation in TDR, such as engaging local realtors and
escrow services in TDR marketing and sales.

The recommended process for completing a transaction under this framework involves two main
players — a landowner and a developer — and support from public agencies (counties and the city). The
transaction would generally take place through the following steps:
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1. A property owner voluntarily decides to sell development rights.

2. The seller communicates an interest in selling development rights to the county TDR program
administrator.

3. The county calculates the number of TDR credits available for sale on the property, issues a TDR
certificate letter of intent to the seller, and adds the seller’s name to a publicly available list of
property owners interested in selling TDR credits. The seller may also choose to actively market his
or her credits to potential buyers.

4. A developer decides to pursue a project to which TDR would add value. The developer contacts the
county to express interest and may review market information about willing sellers.

5. After reviewing market information, the developer contacts a seller and the two parties negotiate
the sale directly. The transaction moves forward if both parties agree on a price.

6. Before finalizing the deal, the seller (if a landowner) negotiates a conservation easement for the
sending site with the county. This step is not necessary if buying from a bank or entity that already
owns certified development rights.

7. The landowner accepts a conservation easement on the property and the county records the
easement.

8. The county issues TDR certificates to the landowner, who may then transfer them to the seller upon
closing of the sale.

9. The county monitors and enforces the easement to ensure compliance.

10. When TDR credits are applied to a project in a receiving site, that jurisdiction collects the TDR
certificates, records their extinguishment, and returns them to the county. This protects against the
same TDR certificates being sold multiple times.

While not included in this framework, real estate companies could potentially serve a role in this
process. As with standard real estate transactions, sellers could list development rights with agents who,
in turn, could market these rights to potential buyers. A vibrant TDR marketplace is likely required
before the benefits of using real estate professionals are realized.

Option 1: Private transactions model

Private transactions are the core of traditional TDR programs. Under this model, a willing seller arranges
to sell development rights to a buyer interested in building a project incorporating TDR. The parties
negotiate a price and complete the transaction similar to any other real estate sale. Development
approval is contingent upon the developer purchasing TDR credits from a seller who has county-issued
certificates.

An example of a program using the private transactions model:

Montgomery County, Maryland, is one of the most successful TDR programs in the country. Its program
has conserved over 50,000 acres of farmland and forestland despite providing minimal support to
buyers and sellers. The success of this program may be in part attributed to the county’s substantial
downzoning of sending areas coupled with the required purchase of TDR credits in receiving areas.

Pros and cons of the private transactions model include:

Pros:

* Private transactions between a willing buyer and seller are the simplest form of TDR.
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® Such transactions may allow for more creativity in deal-making than is possible under more complex
models.

* County governments do not have to financially support the transaction process.

Cons:

* The absence of market information can be a hindrance to interested buyers and sellers.
* Connecting buyers and sellers can be difficult.

* Timing can be a problem; buyers are not always ready to buy when sellers are ready to sell and vice
versa.

* Many programs operating under this model have been unsuccessful in creating a TDR marketplace.

Option 2: Private market model with city support

A second option is based on the private-market nature of the private transactions model, but
incorporates a degree of city support to address the challenges created by a lack of information. This
model makes sense for Kirkland to consider if it designates sending areas within city limits. If all or most
sending areas are unincorporated county lands (or LCLIP eligible lands) then the respective counties will
typically support density transfers on the sending side to the extent that their programs allow. In that
case the city can still take the role of supporting the receiving side of the transaction.

As in the private transactions model, buyers and sellers work through the traditional negotiation and
transaction process in a fashion similar to real estate deal-making. However, this process would be
supported by the city, which would serve as an information repository. In this role, the city could track
potential TDR credit buyers in the marketplace, based on permit applications, land ownership, and
outreach to developers. The city would also serve as a technical resource that potential buyers and
sellers could contact should they have questions about the TDR program and how to participate.

Examples of programs using the private market with public support model include:

® Collier County, Florida, has a successful TDR program that maintains a “central lands registry.” This
information, which is easily accessible on county-run website, includes searchable lists of both
buyers and sellers. The program also maintains information on lands conserved and recent sale
prices, as well as sets minimum prices for TDR credits. Collier County, which does not purchase or
sell development rights itself, has conserved more than 2,300 acres under this TDR model.

* Redmond, Washington, uses a website to provide information about the TDR marketplace. While
the city does not actually buy and sell development rights, it does organize and promote a
transparent marketplace. To promote the program, Redmond communicates with landowners in
sending areas and lets them know how they may participate. The website also provides up-to-date
viewing of recent transactions, including market participants, credits purchased, prices paid, and
total acres conserved.

* Arlington, Washington, revised its interlocal TDR program in 2013 to expand both sending and
receiving areas. Initially adopted as a pilot program in cooperation with Snohomish County,
Arlington’s conservation priority focuses on 3,000 acres of farmland adjacent to the city in the
Stillaguamish Valley. Recognizing that both sending and receiving area limitations were constraining
program activity, the city added new lands to both. Because of the relatively modest size of the
community and the city’s close ties to agriculture, the program is promoted by word of mouth and
the city is actively recruiting development in the receiving area to use the program.

Pros and cons of the private market with city support model include:
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Pros:

* Reduces uncertainty and supports participation by providing information that connects buyers and
sellers.

* Creates an alternative for buyers searching for willing sellers independently, reducing uncertainty
and streamlining the process.

® Such transactions may allow for more creativity in deal-making than is possible under more complex
models, such as banks.

Cons:

®* Represents some costs to the city in terms of resources and staff time.

Option 3: TDR bank model

TDR banks vary across jurisdictions, but they generally serve at least three functions: (1) provide
information that makes the marketplace more efficient, (2) act as a buyer or a seller in strategic
transactions to advance the goals of the TDR program, and (3) even out market fluctuations. The latter
function differentiates banks from an information clearinghouse and is a unique role a bank may play in
the marketplace.

There may be many reasons a jurisdiction wants to actively participate in the buying and selling of TDR
credits. For example, a bank may be used to purchase development rights on high-priority parcels that
the private market might not conserve. These development rights are held in the bank and later sold to
private developers. Alternatively, a bank can help to even out economic cycles, serving as a TDR buyer
when market conditions are weak and as a seller during periods of high demand. When larger projects
requiring numerous development rights creates a complex transaction—particularly if acquiring the
needed rights involves multiple sellers for the buyer to acquire the necessary supply of development
rights—a TDR bank can function as a single seller, increasing efficiency. Furthermore, banks can make
purchases in market downturns when both TDR credit prices and demand are low.

In most examples, a local jurisdiction or regional government is responsible for administering its TDR
bank. Some communities, however, have contracted with private nonprofit organizations to operate
their banks. This minimizes government involvement in the process, which in some communities can
encourage participation. Banks are typically funded by the jurisdiction, but may also accept private
donations of either capital or credits.

One reason Kirkland might want to consider creating a TDR bank is to optimize revenue opportunities in
LCLIP. As explored in the receiving area discussion, the City could become a buyer of TDR credits if it
redirects a portion of collected impact fees (through a fee in-lieu program — impact fee monies can not
be spend on TDRs) for credit acquisition. Alternatively, the City could acquire TDR credits to meet
program performance milestones instead of waiting for the private market to transfer credits. For
example, Kirkland could purchase a percentage of its TDR commitment up front to maximize the period
of time in which it can collect the property tax increment. As growth occurs in Totem Lake, the city can
re-sell those credits to developers and recover the investment.

Examples of programs using a TDR bank model include:
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e King County, Washington, established a TDR bank with $1.5 million of Conservation Futures tax
revenues. The bank has purchased development rights on more than 90,000 acres of working forest.
Private transactions have conserved approximately 2,000 additional acres. The King County TDR
bank focuses on spurring private market transactions. Two bank sales have occurred since
November 2006. The first was a sale of 31 development rights, valued at $930,000, supporting
development of a residential complex in downtown Seattle. A second transaction, also in Seattle,
resulted in the sale of 18 credits from the TDR bank, generating $396,000 that will be used to
acquire additional development rights from resource lands in King County.

* Cambria, California, a private nonprofit has taken on the role of TDR bank. The bank started with a
$275,000 grant from the California Coastal Commission. Through the purchase and donations of
lots, the bank has been able to double this initial seed money and use it as a revolving fund. The
nonprofit has sold more than 85,000 square feet of credits and retired more than 200 antiquated
lots under this model.

Pros and cons of the TDR bank model include:

Pros:

* Reduces uncertainty and supports participation by serving as a central repository for information
and TDR credit transfers.

* Allows for strategic purchases.
® Canstreamline the transfer process, particularly for large developments where TDR buyers would

otherwise have to broker deals with multiple sellers.

Cons:

* Increased administrative complexity.

* Generally requires seed money for initial funding, which may involve creating a new revenue source.

4.3 Recommendation: Private Market Model with City Support

City direction highlighted support for a private buyer-seller model, with City support to increase the
chance of program success by promoting the TDR program, educating developers, and helping connect
them to sellers.

Transfer Process

For development projects requiring or otherwise involving TDR credits, applications may be submitted
without the purchase of TDR credits; however, the City will issue no associated development permits
until the TDR credit requirement is satisfied. Applicants for bonus density may acquire TDR credits in the
following ways:

® Purchasing TDR credits from eligible sending sites.
* Transferring TDR credits from eligible sending sites owned by a receiving site owner.
* Purchasing eligible, previously acquired, unexecuted TDR credits from an entity that holds them for

resale, including the King County TDR bank, private organizations, or other county governments.

Interjurisdictional transfers

A transaction transferring TDR credits from an eligible, unincorporated-County sending site into the City
will be reviewed and transferred using the City’s development application review process, whereby the
permit desk ensures County-certified credits or the appropriate fee is provided. The transfer may be
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subject to an interlocal agreement between a county and the city if one exists. Alternatively, Kirkland
may choose to adopt by resolution the terms and conditions for interjurisdictional transfers established
by the State of Washington in 365-198 WAC. This creates an efficiency for cities, as it authorizes
transfers from all regional TDR program sending areas (as created in RCW 43.362) and will align
Kirkland’s regulations for future use of LCLIP should the city choose to use that program.

Interlocal Agreements

An interlocal agreement (ILA) is a legal contract between two or more local governments that specifies
the conditions under which TDR credits may be transferred (typically from an unincorporated county
into an incorporated city). The legislative bodies of each jurisdiction must endorse interlocal
agreements. Such agreements have the advantage of defining specific terms of transfer that reflect
shared conservation objectives of each jurisdiction. A tradeoff of the ILA approach is that it can
constrain program flexibility and requires an investment of time and resources by both jurisdictions in
its negotiation and adoption. This effect is multiplied if a city enters into ILAs with multiple counties.

Kirkland should consider the following elements in negotiating interlocal TDR agreements with counties:
* Complexity of drafting and negotiating an interlocal agreement

* Does the agreement support the City’s conservation objectives?

e Alternative to interlocal agreements

* Relevance to LCLIP — does the agreement support the City’s achievement of performance
milestones?

® Requirement of LCLIP participation to adopt the state rule and/or executing interlocal agreements
with all counties

Further Consideration: Hybrid of Private Market Model with City Support and TDR
Bank

Paired with a more robust TDR program geared at leveraging LCLIP funding, the City may want to pursue
a combination of models for facilitating transferring development rights. A Private Transactions Model
with Public Support and a TDR Bank to address the need to collect fees for TDR purchases may be
needed to account for City involvement in the buying and selling of TDR credits. This combination allows
for a wide array of flexibility for the city to administer the program:

* Private buyer-seller with City support increases chance of program success by promoting the TDR
program, educating developers, and helping connect them to sellers.

* The bank allows the City to choose to collect fees, which can be aggregated for TDR credit
acquisition, which allows the city to align the timing of TDR purchases with timing of LCLIP threshold
requirements.
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The following are implementation materials necessary for the Cty to adopt the TDR program.

5.1 New Code Chapter on TDR

Based on review of the City’s comprehensive plan, it is recommended that the TDR ordinance be added
as a separate chapter within the Zoning Code in the currently vacated Chapter 111, near the affordable
housing incentives Chapter, 112.

Sections:

xxx.yy.010
xxx.yy.020
xxx.yy.030
xxx.yy.040

xxx.yy.050
xxx.yy.060

xxx.yy.070
xxx.yy.080
xxx.yy.090
xxx.yy.100
xxx.yy.110

Chapter 11 — TRANSFER OF DEVELOPMENT RIGHTS

Purpose and Intent

Applicability

Sending Site Categories and Criteria
Receiving Sites

Calculation of Available Development Rights from Sending Sites

Sending Site Certification
Documentation of Restrictions
Receiving Site Incentives

TDR Transfer Process

TDR Administration

Technical Terms and Land Use Definitions
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Transfer of Development Rights

Transfer of Development Rights
xxx.yy.010 Purpose and Intent
xxx.yy.020 Applicability
xxx.yy.030 Sending Site Categories and Criteria
xxx.yy.040 Receiving Sites

xxx.yy.050 Calculation of Available Development Rights from Sending Sites
xxx.yy.060 Sending Site Certification

xxx.yy.070 Documentation of Restrictions
xxx.yy.080 Receiving Site Incentives
XxxX.yy.090 TDR Transfer Process

xxx.yy.100 TDR Administration

xxx.yy.010 Purpose and Intent.

A. The purpose of the transfer of development rights (TDR) program is to implement a market-
based tool to permanently preserve partially developed or undeveloped land with important
public benefits, such as salmon habitat, farmland, forestland, and lands important for
maintaining water quality, through the acquisition of the development rights on those lands
(“sending sites”) and the subsequent transfer of those rights to lands more suitable for
development (“receiving sites”).

B. The TDR provisions supplement land use regulations, salmon recovery habitat protection and
restoration efforts and are intended to encourage economic growth through development in
the Totem Lake Neighborhood by:

1. Providing an incentive process to conserve lands with a public benefit for property
owners of land important for salmon species recovery, farmland, forestland, and/or
lands important for watershed functions; and

2. Providing an administrative review process to ensure that transfers of development
rights are evaluated and administered in a fair and timely manner in accordance with
other City goals and policies.

xxx.yy.020 Applicability.

All new development on a site identified as a “receiving site” pursuant to xxx.yy.040 shall have the
option to acquire a certified Transfer of Development Right or provide a TDR fee to increase the
development potential or meet the TDR requirements to develop the receiving site. All private property
owners owning a site that qualifies as a “sending site” pursuant to xxx.yy.030 and xxx.yy.050 shall have
the option to request sending site certification and to sell the development potential of a sending site to
an interested buyer. The development potential of a sending site may be transferred and credited to a
receiving site only when the transfer is approved or the TDR fee paid in accordance with this chapter.
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xxx.yy.030 Sending Site Categories and Criteria.

A. A sending site may be utilized within the City pursuant to KZC xxx.yy.060 provided the sending
site meets the criteria for one of the following sending site categories below, and the provisions
of section “B.”.

1) Inter-jurisdictional Sending Sites:

a. Unincorporated King, Snohomish, or Pierce Counties land identified by the City
Council in an Interlocal Agreement or in the TDR rule, 365-198 WAC (if adopted
[Appendix E]).

B. To be eligible for the TDR program, all sending sites may be utilized within the City pursuant to
KZC xxx.yy.060, shall be eligible sending sites under the County TDR program, eligible sending
sites according to RCW 39.108, and provide a defined public benefit.

1) A sending site is deemed to have a defined public benefit if the site is:

a. Resource lands: land designated as agricultural land or forest land of long-term
commercial significance or designated as rural that is being farmed or managed for
forestry and eligible as a sending site under RCW 39.108; or,

b. Habitat: land designated as agricultural land or forest land of long-term commercial
significance or designated as rural that is being farmed or managed for forestry
within WRIA 8 and eligible as a sending site under RCW 39.108; or,

c. Water quality: land designated as agricultural land or forest land of long-term
commercial significance located within the White River watershed and contributing
to the Lake Tapps reservoir and eligible as a sending site under RCW 39.108.

C. Development rights acquired from eligible sending sites may be transferred to eligible receiving
sites through the TDR transfer process. After completion of the conveyance of a sending site’s
development rights, the property shall be subject to the terms and conditions of the TDR
conservation easement required under the County’s TDR program.

xxx.yy.040 Receiving Sites.

A. Eligible receiving sites shall be:

1. Properties within the TDR receiving-site boundaries in Totem Lake Neighborhood as
defined by the TDR Map and zoned as follows:
a. TL-5Zone
b. [Placeholder for future receiving sites]

B. Except as provided in this chapter, development of a receiving site shall remain subject to all
use, lot coverage, height, setback and other applicable requirements of the Kirkland Municipal
Code.

C. The owner of property within the TDR receiving site area must satisfy its TDR requirement to
achieve the maximum density authorized pursuant to KZC xxx.yy, by providing TDR credits from
any sending site or combination of sending sites or by paying the TDR fee according to
xxX.yy.090.

D. A [Placeholder for future receiving sites] receiving site may accept density credits, up to the
maximum density authorized pursuant to KZC xxx.yy, from any sending site or combination of
sending sites.

Xxx.yy.050 Calculation of Available Development Rights from Sending Sites.

The number of development rights that a sending site is eligible to sell under this program shall be
calculated based upon the sending site category established pursuant to KZC xxx.yy.030, provided:
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A. Inter-jurisdictional Sending Sites.

1. The number of development rights eligible for sale on a sending site located on land
identified by the City Council in an Interlocal Agreement with another jurisdiction, shall
be determined pursuant to the Interlocal Agreement.

B. [Placeholder for future In-City Sending Sites]

xxX.yy.060 Sending Site Certification
B. Sending sites located outside of Kirkland

1. All development rights transferred through an interlocal agreement or according to the
TDR rule, 365-198 WAC (if adopted), with another jurisdiction from sending sites located
outside of the city limits of Kirkland shall be transferred into Kirkland pursuant to the
terms of the interlocal TDR agreement or the TDR rule, 365-198 WAC (if adopted) with
the relevant jurisdiction.

A. [Placeholder for sending sites located within Kirkland]

Xxx.yy.070 Documentation of Restrictions

A. TDR certificates issued to sending sites pursuant to an interlocal agreement or the TDR rule,
365-198 WAC (if adopted) with another jurisdiction shall have a conservation easement
restricting the deed recorded with the home County and notice placed on the title of the
sending parcel.

xxx.yy.080 Receiving Site Incentives

A. Development rights may be purchased to achieve TDR-based incentive densities allowed by
Kirkland development regulations on receiving sites identified in xxx.yy.040.

B. Receiving site incentives:
1. Totem Lake Neighborhood: Table A outlines TDR-based incentives for eligible receiving
sites with the purchase of a development right.

Table A — Receiving site incentive table.

Receiving site incentive table

2. [Placeholder for future receiving sites]
C. Modification of receiving site incentives:

1. The Director is authorized to recommend that the City Council adopt a revised incentive
table to address changing economic conditions or to further refine the receiving site
incentives. The Director is also authorized to recommend that the City Council adopt
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receiving site incentives for sending sites not currently identified in section “B” above. The
incentive table shall not be revised more than once in a calendar year. The Director shall
base the recommendation of a revised incentive table on the following economic analysis:
i The expected marginal value of the receiving site incentives; and
ii. The prevailing cost per square foot commercial or residential development and the
impact of the acquisition of TDR credits on a project’s marginal returns; and
iii.  The appropriate regional costs of development per commercial square foot or
residential dwelling unit; and
iv. Current price of development rights from authorized sending sites; and
V. Consistency with the conservation principles and purpose and intent of this chapter.

2. Once adopted by the Council, the modified receiving site incentive table shall be used for
calculation of receiving site incentives. Within 30 days of adopting a revised incentive table,
the Director shall mail notification to property owners with an active TDR certificate letter of
intent following adoption of a revised incentive table.

3. |If adoption of a revised incentive table is requested by a developer or private property
owner, the burden of preparing the economic analysis shall be on the developer or private
property owner.

4. The Director shall keep a log of modified receiving site incentives and shall periodically
report the modifications to the City Council.

XXX.yy.090 TDR Transfer Process

A. Receiving site landowners are required to purchase sending site TDR certificates to achieve TDR-
based incentive densities and satisfy their TDR requirement prior to building permit issuance.
Building permit applications may be submitted without the purchase of TDR certificates, but no
permits for development associated with a TDR project shall be issued until the TDR certificate
or payment requirement is satisfied.

1. The required TDR certificates may be acquired by:
i. Transferring development rights from certified sending sites; or

ii. Transferring development rights from certified sending sites owned by a third party;
and

iii. In all circumstances development rights must not have previously been executed for
use in a particular project.

xxx.yy.100 TDR Administration
The Planning Director shall be responsible for:

A. Maintaining transaction records of TDR credits utilized in projects; and,

B. Providing an Annual Report to the City Council as part of the city’s annual budget process. The
Annual Report shall provide information on:

1. The annual and cumulative amount of density bonus floor area, by use, permitted under the
program;

2. The amount and location of conservation achieved; and,
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3. Whenever the city is participating in the LCLIP program, collect and provide all reporting
requirements according to RCW39.108.110
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XxX.yy.110 Technical Terms and Land Use Definitions

XXX.yy. XXX “Conservation easement” is a legal agreement between a landowner and a land trust or
government agency that permanently limits uses of the land in order to protect its non-development
values. It allows the landowner to continue to own and use the land, to sell it, or to pass it on to heirs. A
conservation easement is placed on a sending site at the time development rights are sold from the
property. The conservation easement typically prohibits any further development of the property but
allows resource uses, such as farming and forestry, to continue.

XXX.yy.XXX "Development right" is an interest in and the right under current law to use and / or
subdivide a lot for any and all residential, commercial, and industrial purposes.

XxX.yy. XXX “Interlocal agreement” is a legal contract between two or more local jurisdictions (cities and
counties) that specifies the conditions under which development rights may be transferred (typically
from an unincorporated county into an incorporated city). Interlocal agreements must be endorsed by
the legislative bodies of both jurisdictions.

XxX.yy.XXX "Receiving site" means those lots where the procurement of development rights enables a
permissible change in the allowed intensity on the property pursuant to the TDR chapter and all other
controlling policies and law.

xxx.yy. XXX "Sending site" means designated lot or lots with development rights which landowners may
sell in exchange for placing a conservation easement on the property or a portion of the property.

xXxX.yy. XXX "TDR certificate" is a form of currency that represents development rights available for sale
and use.

XXX.yy. XXX "TDR program" is a market-based program that permanently conserves lands with important
public benefits by establishing a means to transfer development rights from eligible sending sites to
eligible receiving sites through a voluntary process that fairly compensates landowners while providing a
public benefit for communities.

XxX.yy. XXX "Transfer of Development Rights (TDR)" means the transfer of the right to develop or build
from sending sites to receiving sites.

5.2 Amend Section 55.39 (TL5)

The City will consider amending the Zoning Code regulations in the TL 5 zone to allow for increases in
the maximum Floor Area Ratio for development that participates in the Transfer of Development Rights
program through King County. While the exact language will be developed, amending special regulation
6 of Section 55.39.10 of the TL 5 zone to read:

Building height may exceed the limits set forth in General Regulation 3; provided, that
development on the property within the Master Plan does not exceed:

a. The maximum floor area ratio (FAR) of 2.0, or 200 percent of lot size for office
buildings over 65 feet in height. A bonus maximum floor area ratio (FAR) of 3.0, or 300
percent of lot size for office buildings over 65 feet in height will be granted through
participation in a TDR program as defined in KZC Chapter 111.
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Tax Increment Financing and LCLIP Assessment

The overall purpose of this section is to provide information on the formal tax increment financing
programs enabled under state law and provide a more specific assessment of a Landscape Conservation
and Local Infrastructure Program (LCLIP) for the City in conjunction with the potential development of a
TDR program, as discussed in Section 2 of this report.

Within this section are six subsections that cover the broad range of topics related to the creation of a
TDR program. The subsections in this Section are:

* TIF Overview — An overview of the tax increment financing program in Washington State

®* LCLIP Assessment — An assessment of an LCLIP program in Kirkland with recommendations for how
to implement LCLIP moving forward

A public revenue model was constructed for this assessment that included a capital funding element
that will allow for the assessment of current and proposed tax increment financing (TIF) mechanisms. At
a minimum, the following mechanisms will be included in the capital-funding element:

e Community Revitalization Financing (CRF)

® Local Infrastructure Financing Tool (LIFT)

* Hospital Benefit Zone program (HBZ)

* Local Revitalization Financing program (LRF)

* Landscape Conservation and Local Infrastructure Program (LCLIP)

2.1 Overview of Tools

Below are descriptions of Tax Increment Financing legislation from Washington State. This section
summarizes tax increment financing type programs in Washington prepared by the Research &
Legislative Analysis Division of the Washington State Department of Revenue and provides additional
information where warranted.

2.2 Community Revitalization Financing (CRF) Act

Community Revitalization Financing (CRF) is a form of tax increment financing created in 2001. The
program authorized cities, towns, counties and port districts to create a tax “increment area”. By using
revenues from local property taxes generated within the area, these local governments can finance
public improvements within the area.

Section 3-1



E-page 176 TOTEM LAKE TDR AND TIF STUDY
Pag TIF AND LCLIP ASSESERIAR S

Key CRF Program Features

CRF increment areas are created and administered at the local level and they do not include a state
contribution. State approval is not required to use CRF. Local governments must approve imposing at
least 75 percent of the regular property taxes within the area. The incremental local property taxes
under the CRF program are calculated on 75 percent of any increase in assessed value of new
construction in the increment area. Any fire protection district with geographic borders in the
“increment area” must agree to participate.

Availability of the Program

The program is available for local government only, and there are currently five increment areas located
in Spokane County. Cities, counties, and ports are free to partner via ILA on the dedication of their
respective tax increment funds.

2.3 Local infrastructure Financing Tool (LIFT) Program

The Local Infrastructure Financing Tool (LIFT) program is a form of tax increment financing created and
made available in 2006 to help local governments finance local public improvement projects intended to
encourage redevelopment or economic development.

Key LIFT Program Features

A sponsoring jurisdiction (city, town, county, port district, or federally recognized Indian tribe) creates a
“revenue development area” from which annual increases in revenues from local sales/ use taxes and
local property taxes are measured and used. The state’s Community Economic Revitalization Board
(CERB) approved a revenue development area and award of state contribution. Incremental local
property taxes are calculated on 75 percent of the increases in assessed value that result from new
construction and improvements to property within the revenue development area. The sponsoring local
government estimates the incremental local sales and use taxes with assistance from the Department of
Revenue.

Local government participation is voluntary and requires written agreement to participate in the sharing
of incremental revenues for LIFT projects. To receive the state contribution, the local government
imposes local sales and use tax that is credited against the state sales and use tax. The local government
receives a limited amount of distributions from the local LIFT tax each fiscal year up to the lesser of: the
amount of the CERB approved project award; the amount of local matching funds dedicated to the
payment of the public improvements or bonds in the previous year; the highest amount of incremental
state sales/ use and property tax revenues for one calendar year as determined by the sponsoring
government and identified in an annual report submitted to CERB and the Department of Revenue.

The local funds and state contribution are used for financing local public improvements within the
revenue development area. The public improvements could be financed on a pay-as-you-go basis, but
only for the first five years of the state contribution. The state contribution ends in 25 years or when the
bonds are paid off. The state can contribute up to $7.5 million to the LIFT program per state fiscal year,
and $1 million per state fiscal year for each project.

Availability of the Program

Nine projects have been awarded state contributions under the LIFT program. These projects are
located in Bellingham, Bothell, Everett, Federal Way, Mount Vernon, Puyallup, Vancouver, Yakima and
Spokane County. The program is currently closed to applications. Any new project cannot be funded
until one of the current projects fails and the money is made available to meet the $350,000 state
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contribution award. The legislature also extended the start date for construction on LIFT projects due to
the impact of the 2008 economic recession.

2.4 Hospital Benefit Zone Financing (HBZ)

Hospital Benefit Zone (HBZ) is a form of tax increment financing enacted in 2006. It is similar to the LIFT
program but it does not include incremental property tax revenues. It includes incremental sales and
use taxes that are calculated and used. The HBZ program is intended to encourage private business
development and the development of a hospital within a “hospital benefit zone.”

Key HBZ Program Features

The program offers the use of tax increment financing to a city for the construction/ expansion of a
hospital when a health care provider has received a certificate of need from the Department of Health
(DOH). A city, town or a county creates a benefit zone called a “revenue development area” and
finances public improvements. The HBZ project is awarded on a first-in-time basis.

Incremental sales and use tax revenues from the hospital benefit zone are measured by the Department
of Revenue using local tax reporting codes. Participation is voluntary and requires a written agreement.
In order to receive the state contribution, the local government that is sponsoring the HBZ imposes local
sales and use tax that is credited against the state sales and use tax. This is how the local government
receives the state contribution. The tax diverts state sales and use tax to the local government via a
calculated sales tax credit.

Each fiscal year, the local government receives a limited amount of the following distributions from the
local HBZ tax each year: the amount of the project award approved by the Department of Revenue; the
amount of local matching funds granted to the payment of the public improvement or bonds in the
previous calendar year and identified by the local government in an annual report; and the amount of
incremental state revenues received in the previous calendar year from HBZ.

The state contribution ends after 30 years or when no longer needed for public improvements in the
HBZ. The maximum state contribution per project is $2 million for each fiscal year. That is also the
maximum amount the state can contribute statewide for the program.

Availability of the Program

Currently, the City of Gig Harbor and Pierce County are the sole participants. Franciscan Health Systems
received approval from the DOH to build an 80-bed community hospital in Gig Harbor. This hospital is to
serve the people of Gig Harbor, Key Peninsula and south Kitsap County. They city of Gig Harbor
established an HNZ, and Franciscan Health Systems built the hospital.

Since HBZ programs are limited by the Department of Health issuing a “Certificate of Need”, it does not
happen very often due to the strict requirements. Currently, there is no move to provide state matching
funds for this program.

Changes to the Program

The 2011 Legislature passed SSB 5525, which made changes to the HBZ program. The definition of public
improvements has been changed to include construction, maintenance and improvement of state
highways that connect to the HBZ. After the local government changes the adopted ordinance and holds
a public hearing, modifications to the public improvements can be made. Local governments that levy
the HBZ tax do not need to spend the tax revenue in the year they are received.
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2.5 Local Revitalization Financing (LRF) Program

Second Substitute Senate Bill 5045 created the Local Revitalization Financing (LRF) Program. The LRF
program authorizes cities, towns, counties and port districts to create a “revitalization area” (RA). It is
very similar to the LIFT program. The LRF program allows certain increases in local sales and use tax
revenues and local property tax revenues generated from within the “revitalization area”, additional
funds from other local public sources, and a state contribution to be used for payment of bonds issues
for financing local public improvements within the revitalization area.

Key LRF Program Features

To seek a state contribution, the local government that creates the revitalization area must apply to the
Department of Revenue, which is responsible for the administration of the program. The program makes
state contributions for seven demonstration projects and other competitive projects approved on a first-
come basis. The incremental local property taxes under this program are calculated on 75 percent of
increases in assessed value as a result of improvements and new construction to property within the
revitalization area. It is voluntary to participate in the sharing of incremental revenues for this program,
but opting out of participation requires action.

To receive the state contribution, the local government imposes local sales and use tax that is credited
against the state sales and use tax. This local tax diverts the state sales and use tax to the local
government. The local government receives a limited amount of distributions from this local tax each
state fiscal year up to the lesser of: the amount of the award approved by the Department of Revenue;
the amount of local matching funds dedicated to the payment of the public improvements or bonds in
the previous year, and identified in an annual report submitted by the local government.

The state can contribute up to $6.63 million statewide for the LRF program per fiscal year. The
maximum amount of state contribution for each demonstration project is specified in the bills and
application awards ranges from $200,000 to $500,000 per project.

Availability of the Program

State contributions have been approved for eighteen projects. The projects are located in Auburn,
Bellevue, Bremerton, Federal Way, Kennewick, Lacey, Mill Creek, Puyallup, Renton, Richland, Spokane,
Tacoma, University Place, Vancouver, Wenatchee, Clark County and Whitman County. The State
contribution is not currently funded, but cities are free to partner with other interested jurisdiction on
the dedication of tax increment funds via ILA.

2.6 Landscape Conservation and Local Infrastructure Program (LCLIP)

Landscape Conservation and Local Infrastructure Program (LCLIP) financing program was created by the
Engrossed Substitute Senate bill 5253 to allow local government to finance infrastructure investments in
exchange for the placement of development rights in the Central Puget Sound. The program allows cities
to create a LCLIP and allows some increases in local property tax revenues generated from the LCLIP.
The tax increment financing part of this program is similar to the property tax component of LIFT and
LRF.

Key LRF Program Features

This program permits the transfer of development rights (TDRs) from forest and rural farmlands to cities
to be used within LCLIP. Cities are deemed eligible if they are in counties with a population larger than
600,000 people that border the Puget Sound. The city must have a population plus employment equal or
greater to 22,500.
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The incremental local property taxes for LCLIP financing are calculated based on the city ration
multiplied by 75 percent of the increases in assessed value as a result of improvements to property or
new construction within the LCLIP. The city ratio takes account several factors related to a city TDRs.
Participating in the sharing of incremental local property taxes is mandatory for both the sponsoring
county and city. Counties and cities must allow the use of all local property tax revenues unless they are
excluded through an interlocal agreement. The LCLIP program does not include a sales tax component.

Availability of the Program

LCLIP Financing is only available in King, Pierce and Snohomish Counties. To date, only the City of Seattle
has created a LCLIP program. However, several Puget Sound cities have evaluated its potential use
including: Arlington, Bellevue, Burien, Bothell, Issaquah, and Sammamish.
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3.1 Benefits of LCLIP in Kirkland

Through the Totem Lake Neighborhood Plan the City of Kirkland has identified a number of
infrastructure improvement needs to support its vision for the neighborhood. Changes to the street grid,
improved connectivity, and drainage are a sample of areas where the city has highlighted needs for
enhanced infrastructure. One approach the city could take to financing investments addressing these
needs is through LCLIP. As mentioned earlier, numerous tools exist in Washington to help cities finance
infrastructure — however, LCLIP with TDR presents a near term opportunity to capture incremental tax
revenues for infrastructure funding.

3.2 LCLIP Program Overview and Key Features

LCLIP is a form of tax increment financing enacted in 2011. The Washington State legislature created the
LCLIP program based on its finding that:

The state and its residents benefit from investment in public infrastructure that is
associated with urban growth facilitated by the transfer of development from
agricultural and forest lands of long-term commercial significance. These activities
advance multiple state growth management goals and benefit the state and local
economies. It is in the public interest to enable local governments to finance such
infrastructure investments and to incentivize development right transfer in the central
Puget Sound through this chapter.

The program offers the use of tax increment financing to a city in return for: 1) the creation of a TDR
program; and, 2) the acceptance of a specified amount of regional development rights. In exchange for
the placement of rural development rights in LCLIP districts, the jurisdictional county agrees to
contribute a portion of its regular property tax to the sponsoring city for use for a defined period. The
program is only available to select cities in the central Puget Sound counties of King, Pierce, and
Snohomish.

The LCLIP program targets only a portion of the incremental property taxes generated from new
development. The remaining portion of the property tax still accrues to the sponsoring city and to the
jurisdictional county. Existing and incremental revenues flowing from sales, business and occupation,
and utility taxes still accrue to the city, as well as other capital restricted revenues.

See Appendix D for additional program eligibility and reporting requirements.

LCLIP District Revenue Allocations

The value of new construction in an LCLIP district serves as the basis for the revenue calculation. The
value of a building is a function of size and value per unit. Holding the scale of a building constant, the
value of the building generally reflects the present value of the building’s projected future net income. A
key consideration in sizing the LCLIP district(s) is that the cumulative amount of assessed real property in
LCLIP districts must not exceed 25% of the city’s total assessed value (LCLIP districts are known as LIPAs).

LCLIP revenues are derived by allocating a portion of the city’s regular property tax (e.g. current expense
levy) to the LCLIP district. Once a district has been created by a city, 75% of the assessed value of new
construction — multiplied by a city’s Sponsoring Ratio — is allocated to the LCLIP district and used as the
tax basis to distribute revenues from the regular property tax.

For example, suppose a newly constructed building generates $1,000 in regular property tax revenues
on a property tax rate of $1.00. If this same building is valued at $1,000,000 for the purposes of new
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construction, then 75% (multiplied by the Sponsoring City Ratio, explained below) of the new
construction would place $750,000 in the LCLIP assessed value base and lead to the distribution of $750
of the $1,000 paid in regular property tax to the LCLIP area. The remaining $250 would still go to the
city’s general fund. As noted, the Sponsoring City Ratio acts to modulate how much of the 75% of new
construction gets added to the LCLIP assessed value base. The example above assumes a ratio of 1.0.
Alternatively, a ratio 0.25 would reduce that $750 revenue apportionment to $188.

The calculation of LCLIP assessed value basis starts at the time that the district(s) is created. The
dedication of city and county property tax revenues to the District commence the second year after the
District is established.

Timing — Credit Placement Thresholds

Cities using the LCLIP tool must meet a series of performance thresholds in regards to permitting or
acquisition of development rights if they want to start and extend the program revenues. These
thresholds are assumed as follows:

* Threshold #1: Placement of 25% of the specified portion is required to start the program.
* Threshold #2: Placement of 50% of the specified portion is required by year 10 to extend it 5 years.
* Threshold #3: Placement of 75% of the specified portion is required by year 15 to extend it 5 years.

* Threshold #4: Placement of 100% of the specified portion is required by year 20 to extend it 5 years
to its conclusion.

3.3 Factors Impacting Tax LCLIP Revenues

Sponsoring City Ratio

The sponsoring city ratio reflects the proportion of development rights a city has chosen to accept
related to the receiving city allocated share, as determined by PSRC. The resulting ratio of “specified
portion” to “allocated share” (anywhere from 0 to 1) acts to prorate the amount of new construction
value that can accumulate to a LCLIP district. Accepting the full “allocated share” would maximize LCLIP
revenues while taking something less than the full “allocated share” reduces the potential value of the
program to a city. For example, if a city is allocated 500 rights (allocated share) but chooses only to
accept 250 of them (specified portion), its resulting sponsoring city ratio is 0.5 (250 divided by 500).

The City of Kirkland’s allocation from PSRC is 501 TDR credits.

Use of TDR

The number of TDR credits utilized is a function of several factors:

* The size of the incentive zoning capacity increment. The City must determine how much demand
there may be for building beyond the zoning capacity that buyers may want to access.

* The nature of the incentive associated with TDR. Typical TDR incentives offer additional FAR or
height; however, TDR can be connected with any variety of opportunities associated with
development (“conversion commodities”). Other examples include connecting TDR with reduced
setbacks, structured parking requirements, or impervious surface limitations.

* The “exchange rate” for TDR. The amount of incentive a developer receives per TDR credit utilized
in large part determines whether or the extent to which TDR is used by developers. The incentive
created by the TDR exchange rate must be equal to or exceed a developer’s willingness to pay,
otherwise TDR will not be used.
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* The structure of a TDR incentive. A city can choose to either (1) fix the incentive received per TDR
credit regardless of cost (e.g. 1,500 square feet per TDR credit) or (2) fix the incentive received
scaled on TDR cost (e.g. $20 per square foot). Trade-offs exist, however. The program structure
pursued has implications on the number of TDR credits used in the city. For example, if developers
receive 1,500 square feet per TDR credit, and incentive zoning allows up to 15,000 additional square
feet for TDR, a city is certain it has zoned capacity for 10 TDR credits. Conversely, if a city fixes the
incentive at $20 per square foot and scales it to the price paid per TDR credit, a city is uncertain
developers will use fewer or greater than 10 TDR credits to achieve the zoned capacity.

Development Factors

Estimates of future LCLIP revenues are driven by assumptions about the timing, scale, and quality of
development. Outside of the LCLIP program parameters, the three main development-based
determinants of revenue impact are:

® Scale and Mix of Development. The revenue impact is likely to change as developers contemplate
differing types and amounts of residential and commercial development.

* Value of Development. The relative monetary value of different types and development products
drives assumptions on assessed value of a project.

* Timing of Development. The timing of construction can either accelerate or delay the onset of LCLIP
revenues. Delay reduces the revenues under the LCLIP time window by pushing out the impacts into
the future, resulting in reduced years of benefits that are discounted more heavily. The opposite is
true in a situation where development happens earlier.

It should be noted that changes to any of these (whether driven by future policy or market dynamics)
can have a significant impact on the amount of LCLIP revenue generated. A difficult issue to disentangle
from the analysis is the degree to which potential LCLIP improvements may facilitate (i.e. lower the
overcall cost or feasibility) development by solving critical site and/or access issues.

3.4 Key Issues for a Kirkland LCLIP Program

The central issue discussed in Section 2 on the TDR program places some constraints on the
development of a robust LCLIP program. Based on direction from City staff, the TDR analysis focused on
ensuring that both affordable housing and TDR benefits are not in competition by providing different
bonuses and by using development bonuses in different geographies. The majority of development
bonus is used for encouraging affordable housing. For this study, it means that TDR use through
traditional density bonus mechanisms would not generate meaningful placement of credit sufficient to
meet the minimum use of TDRs under the program (at least 20% of the 501 credits or roughly 100
credits).

Therefore, the City explored achieving conservation goals through an innovative approach to
infrastructure funding explained below.

3.5 Impact Fee Exemption for TDR Fee In Lieu Payment Scenario

The project team explored ways to use development incentives as incentives for TDR placement. These
types of incentives seek to lower the cost of development — requiring lower average rents to make
projects feasible. The approach taken for this analysis was to offer a voluntary reduction in impact fees
to developers as means for incenting the placement of TDR in Totem Lake through the creation of a fee
in lieu payment that would be used by the City to purchase TDR credits to meet the eligibly and
threshold requirements of the LCLIP program. This approach would reduce the impact fee revenues
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collected by the City and replace them with funding available through LCLIP and create better certainty
of TDR placement when development happens.

The TDR Fee In Lieu program would work something like this:

* The City would create a new zone structure that allows for a differential impact fee rate when used
in conjunction with the placement of development credits (TDR) in Totem Lake.

* Avoluntary program would offer a discount on current impact fees if contributions to an in-lieu of a
TDR fund were made. A slightly reduced fee would have to be made in order to induce the voluntary
contribution.

* The new zone structure with a reduced impact fee rate would represent the value of the impact fee
exemption that would at the very least be offset by LCLIP funding. The City would collect and
administer fee payment transfers to back to the impact fee funds and the acquisition of TDR Credits
used to leverage LCLIP funding.

Cash Flow Issue

By creating an impact fee exemption, the City needs to replace the funding within 6 years in order to be
compliant with state laws governing impact fee funds. However, a further constraint is actually a 3 year
limitation on interfund loans that might be brought to bear if revenue from LCLIP is insufficient to cover
foregone revenue gaps created by the exemption incentive (used to purchase TDR credits). Both of
these issues are tested below in the revenue analysis.

3.6 Assessing LCLIP Revenue Impacts

Using a LCLIP revenue model, a series of analyses were done to test if:

* Potential LCLIP revenues generated by future development in the study area are net positive over
the amount of diverted impact fee revenues used to purchase TDRs

® LCLIP cash flow revenues could ramp up fast enough to cover foregone impact fee exemptions, so
that impact fee and interfund loan laws were followed.

The LCLIP legislation limits the LCLIP district geography to at most 25% of the City’s assessed valuation
(see Appendix D for more information). Because the resulting tax increment is based on total
incremental growth (not just based on projects using TDR), a city can create more LCLIP revenue
leverage by designating a larger area (e.g. tax basis) for the accounting of new incremental growth for
the purpose of LCLIP revenue contributions from King County.

This analysis considered two geographies for analysis (Exhibit 1):

* Totem Lake Neighborhood, which comprised 9% of the City’s total assessed value in 2013 and 13%
of the value of City permit activity over the past decade.

* Totem Lake Neighborhood with the Kirkland Core, which comprised 25% of the City’s total assessed
value in 2013 and 54% of the value of City permit activity over the past decade.

The analysis also considered different TDR credit values (as described in Section 2) that the City would
be purchasing with TDR fee in lieu funds as well as the impact of the multifamily property tax exemption
(MFTE) on delaying additions of taxable assessed value to the LCLIP district.
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Exhibit 1: Totem Lake and Kirkland Core LIPA Boundaries

Source: BERK, 2013.

Totem Lake Scenario

The following scenario assumes that LCLIP is used just in the Totem Lake Neighborhood. Based on a
baseline development projection provided by Heartland (based on past trends and calibrated for key
future development opportunities), it was estimated the Totem Lake area might experience nearly 4
million square feet of development over the next 25 years. Other key assumptions include that the LCLIP
district would be formed in 2015 and the program would run for the full 25 years. The City would target
all of its 501 credits by year 20 in order to meet the final performance threshold. The purchase of TDR
credits would be flat to reflect the abundant supply of lower cost credits over the life of the program
(alternatively, the credits could get more expensive over time due to a more competitive market place
for TDRs in the region). It is also assumed that all residential projects would use the MFTE program .
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Exhibit 2: LCLIP Summary for Totem Lake Scenario

LCLIP Summary
Total Impact Fee Potential (YOES) $21,900,000
Total Needed for TDR Purchase (YOES) -$8,800,000

Impact Fee Diversion Rate 40%
Total County Revenues (YOES) $6,000,000
Net Revenues (YOES) -$2,800,000
NPV of LCLIP Program -$2,700,000

Source: BERK, Heartland, Forterra, 2013. Note all figures in 2013 dollars; 25-year present value at 4% discount rate for NPV
figures.

Exhibit 2 summarizes the results of this revenue scenario. In order to raise enough funds to cover the
cost of purchasing all 501 credits, the City would need to divert roughly 40% of potential impact fee
funds, or about $8.8 million. The placement of these credits at the prescribed threshold times would
generate $6 million in new funding capacity from tax increment from King County. As Exhibit 3 shows,
LCLIP funds do not outpace divert impact fee revenues until year 20 of the program. The net balance at
the end of the 25 years of the program is -$2.8 million. The net present value of the program (e.g.
present value of the cash flow of new tax increment from the County less the cost to purchase credits) is
-$2.7 million.

The results of this analysis suggest that TDR fee in-lieu program for just Totem Lake would not be able to
generate enough new revenue to offset costs to purchase credits.

Exhibit 3: LCLIP “Fund Balance for Totem Lake Scenario
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Source: BERK, 2013.

Totem Lake and Downtown Core Scenario

The following scenario assumes that LCLIP is used in the Totem Lake Neighborhood and the Downtown
Core (as shown in Exhibit 1). Based on a baseline development projection estimate, the combined area
could experience nearly 8 million square feet of development over the next 25 years. Other key
assumptions include that LCLIP district would be formed in 2015 and the program would runs for the full
25 years. The City would target all of its 501 credits by year 20 in order to meet the final performance
threshold. The purchase of TDR credits would be flat to reflect the abundant supply of lower cost
credits. It is also assumed that 40% residential projects (measured in units) would use the MFTE
program.
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Exhibit 4: LCLIP Summary for Totem Lake and Core Scenario

LCLIP Summary
Total Impact Fee Potential (YOES) $47,600,000
Total Needed for TDR Purchase (YOES) -$8,100,000

Impact Fee Diversion Rate 17%
Total County Revenues (YOES) $17,800,000
Net Revenues (YOES) $9,700,000
NPV of LCLIP Program $3,600,000

Source: BERK, Heartland, Forterra, 2013. Note all figures in 2013 dollars; 25-year present value at 4% discount rate for NPV
figures.

Exhibit 4 summarizes the results of this revenue scenario. In order to raise enough funds to cover the
cost of purchasing all 501 credits, the City would need to divert roughly 17% of potential impact fee
funds, or about $8.1 million. The placement of these credits at the prescribed threshold times would
generate $17.8 million in new funding capacity from tax increment from King County. As Exhibit 5
shows, LCLIP funds do not outpace divert impact fee revenues until year 15 of the program. The net
balance at the end of the 25 years of the program is $9.7 million. The net present value of the program
is $3.6 million.

The results of this analysis suggest that TDR fee in-lieu program that expanded the area to cover Totem
Lake and the Downtown core would be able to generate net positive revenues to the City in the range of
$3-4 million dollars. However, due to the compounding nature of the tax increment financing, most of
the revenues occur in the later years of the program, leaving the program in the red for at least the first
15 years and not able to meet both impact fee and interfund loan timeframes to cover program deficits.

Exhibit 5: LCLIP “Fund Balance for Totem Lake and Core Scenario
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Source: BERK, 2013.

3.7 Recommendations for LCLIP

Due to the limited potential for the placement of TDR credits within the Totem Lake neighborhood from
density bonuses, starting an LCLIP program would likely not meet eligibility requirements or generate
significant amounts of revenue. The development of an innovative TDR-Impact Fee in Lieu program for
LCLIP has shown promise in its ability to generate significant new revenues. However, such a program is
challenged to be compliant with laws governing the collection and spending of impact fees. Creating
such a program at the current time is not advised.
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With this grounding, it is recommended that the City take an opportunistic approach to creating an
LCLIP program. To mitigate financial risks, the City can structure the start of the LCLIP program with
major development/TDR milestones, such as through a development agreement for density bonuses
from a development. Timing the program to the start of a known large-scale development would allow
the City to capitalize on known demand for TDR and scale their LCLIP program to maximize the funding
benefits. This could be done in tandem with either a large planned public or private purchase TDR
credits that would help the City target its sponsoring City ratio and determine its strategy for meeting its
threshold targets.

In moving forward on LCLIP, the following conditions should be monitored:

* Indications that confirm market interest in TDR, such as development applications that have been or
are expected to be proposed that will need TDR credits in the proposed Totem Lake receiving area.

* Analysis of the expected use of TDR credits confirms a reasonably high likelihood of meeting the
threshold requirements for TDR use in the LCLIP district.

* Infrastructure projects have been identified that qualify under the LCLIP program.

® A LCLIP district can be created that maximizes the projected LCLIP revenue to pay for infrastructure
projects while meeting the requirements of the LCLIP legislation.

* Asneeded, a shared strategy approach with King County or another partner agency should be

included in an approach to retiring TDR credits.

LCLIP Implementation Steps

Should the City choose to use LCLIP, the following next steps are necessary to implement the program.

* |dentify a specific geographic area for increased density that will become a local infrastructure
project area (“LIPA”). The LIPA must:

0 Include contiguous land (no “islands”)

0 Notinclude more than 25% of the total assessed taxable property within the city
O Not overlap another LIPA

0 Inthe aggregate, be of sufficient size to:

- use the City’s “specified portion” of transferable development rights (unless the City has
purchased the transferable development rights to reserve for future development), and

- not be larger than reasonably necessary
0 Contain all public improvements to be financed within its boundaries

* Accept responsibility for all or a share (a “specified portion”) of the transferable development rights
allocated from the Puget Sound Regional Council to the city. Consider whether to include any rights
from another city through interlocal agreement.

* Adopt a plan for development of public infrastructure within the LIPA. The plan must:
0 Utilize at least 20% of the city’s allocated share of transferable development rights

0 Be developed in consultation with the Department of Transportation and the county where the
LIPA is located

0 Be consistent with any transfer of development rights policies or development regulations
adopted by the city
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0 Specify the public improvements that will be financed
0 Estimate the number of transferable development rights that will be used
0 Estimate the cost of the public improvements

* Adopt transfer of development rights policies or implement development regulations, or make a
finding that the city will receive its specified portion within one or more LIPAs, or make a finding
that the city will purchase its specified portion

0 Adoption of transfer of development rights policies or implementation of development
regulations must:

Comply with the Growth Management Act

Designate a receiving area(s)

Adopt developer incentives, which should be designed, at the City’s election, to:

°  Achieve the densities or intensities in the City’s plan

° Include streamlined permitting strategies

° Include streamlined environmental review strategies

Establish an exchange rate, which should be designed to:

°  Create a marketplace where transferable development rights can be bought and sold
°  Achieve the densities or intensities in the city’s plan

°  Provide for translation to commodities in addition to residential density (e.g., building
height, commercial floor area, parking ratio, impervious surface, parkland and open
space, setbacks and floor area ratio)

> Allow for appropriate exemptions from land use and building requirements

Require that the sale of the transferable development rights be evidenced by its permanent
removal from the sending site (such as through a conservation easement on the sending
site)

Not be based on a downzone within the receiving area

0 The City may elect to adopt optional comprehensive plan element and optional development
regulations that apply within the LIPA

* Hold a public hearing on the proposed formation of the LIPA

O Notice must be provided to the county assessor, county treasurer, and county within the
proposed LIPA of the City’s intent to create the area. Notice must be provided at least 180 days
in advance of the public hearing.

e Adopt an ordinance or resolution creating the LIPA
0 The ordinance or resolution must:
Describe the proposed public improvements
Describe the boundaries of the proposed LIPA

Provide the date when the use of local property tax allocation revenues will commence and
a list of the participating tax districts (the city and county)
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0 A certified copy of the adopted ordinance or resolution must be delivered to the county
assessor, county treasurer and each participating tax district

e Provide a report along with the county to the Department of Commerce by March 1* of each year
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APPENDIX A: TDR FRAMEWORK BACKGROUND

1.1 Whatis TDR?

Transfer of development rights (TDR) is a market-based tool for helping implement a jurisdiction’s
growth and conservation policies. TDR uses the “economic engine” of new growth to conserve lands
with public benefits, such as working resource lands (farms and forests), ecologically significant areas, or
open space.

Through individual transactions, development rights are transferred from privately owned farmland,
forestland, and natural areas (known as sending sites) to areas that can accommodate additional growth
(known as receiving sites). Landowners in sending site areas receive compensation for giving up their
right to develop, while developers in receiving sites pay for the right to develop at greater densities or
intensities than would otherwise be allowed by zoning. When development rights are removed from a
sending site, a conservation easement is placed on it, allowing for permanent protection of the parcel
(unlike zoning regulations, which can be changed).

Exhibit 1: How TDR works

Source: Image credit: King County TDR website, accessed 3/12/13

TDR does not limit growth; rather, it allows communities to plan more effectively by directing that
growth into areas where it is desired. In their comprehensive plans and development regulations,
communities can identify which areas are suitable to receive development rights and how much
additional development is appropriate.

Three key features of TDR programs include:

e TDRis voluntary. If landowners in sending areas choose not to participate, they are entitled to
develop as permitted by current zoning. Likewise, in receiving areas, developers not participating in
TDR are allowed to build to current zoning. Developers wishing to build above current zoning may
do so by purchasing TDR credits.
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o TDRis market-based. TDR creates a marketplace that allows property owners to buy and sell
development rights to one another. Individual property owners may freely negotiate prices for the
purchase and sale of these rights. Growth thus pays to conserve resource lands and open space.

o TDRis flexible. TDR can be designed to accommodate the needs of each community. Of the more
than 200 TDR programs in the United States, the majority are oriented toward farmland and
environmental conservation.' The goals of each program reflect the conservation and development
objectives of the jurisdiction.

1.2 How Does TDR Work?

Once a TDR program is in place, the process for completing a transaction may involve two main
players—a landowner and a developer. Conceptually, a TDR deal between these two takes the following
steps, which are also illustrated in Figure 2 below.

1. A property owner voluntarily decides to sell development rights from a parcel. The number of
development rights for sale, or the number of units the landowner has a right to build (but has not
executed) under zoning can be considered in terms of TDR credits. For this example, zoning would
allow the landowner to build one house on the parcel.

2. Adeveloper decides to pursue a project in a receiving area needing one TDR credit. The developer
contacts the landowner to negotiate a price for the TDR credit available for sale.

3. The landowner and developer negotiate. The transaction moves forward if both parties agree on a
price.

4. The landowner places a conservation easement on the property and the county grants the
landowner a certificate representing the development right.

5. The landowner and developer close the sale.

6. The developer turns the certificate in to the city in exchange for a development bonus on the
receiving site project.

7. A government agency, nonprofit organization, or quasi-governmental organization, such as a
conservation district, occasionally monitors the sending site to ensure no homes have been built on
the sending site.

A notable aspect of the TDR process is the flexibility available to landowners and developers in whether
and how they participate in the program. Because TDR is voluntary, property owners can choose to sell
all, some, or none of their development rights now or anytime in the future. Sellers choosing to sell their
development rights can likewise choose to sell them in a one-time deal or over a series of individual
deals.

Similarly, a developer choosing to purchase development rights can buy a single TDR credit from one
seller or multiple credits from one or more sellers. Negotiations between a seller and developer
determine whether the transaction takes place—without a favorable, agreed upon price, either party
can choose not to participate in a deal.

! Forterra national TDR program database, updated February 2013.
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Exhibit 2: TDR Flow Chart

Source: Forterra, 2013.

1.3 Does TDR Work?

A commonly asked question is: does TDR work? The answer is it depends; TDR has worked well in some
communities and has been ineffective in others. TDR works when it is well planned in the context of a
community’s land use policies and goals. A survey of programs across the country shows that, generally
speaking, TDR has been quite successful; the top 25 programs have helped to conserve more than
450,000 acres.” Programs in Washington alone have protected over 189,000 acres of rural, farm and
forest land.

From the West Coast to the East Coast, in both rural and urban areas, well planned and implemented
TDR programs have helped local and regional jurisdictions accomplish a variety of land use goals.
Reflecting the flexibility of the tool, the top 25 programs focus on a range of issues, from conserving
farmland to protecting historic buildings. Twenty of the top 25 programs include an agricultural
conservation component. Examples of successful programs in different regions of the country include
the following:®

e Calvert County, Maryland conserves farmland while providing flexibility for development in rural
areas by allowing for additional development in rural communities, residential districts, and in town
centers with the purchase of TDR credits.

? Top programs refers to number of acres conserved, Forterra national TDR program database, updated
July 2012

* Unless noted otherwise, examples from: Pruetz, Rick. 2003. Beyond Takings and Givings. Marina Del
Rey, California: Arje Press.
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e Boulder County, Colorado uses TDR in conjunction with an open space sales tax and purchase of
development rights program to conserve land. The program has voluntary agreements with 7 cities
within the county to transfer development rights from rural to urban areas.

e Redmond, Washington offers developers increased height, the elimination of a requirement to
provide open space, and increased surface-cover allowances when they purchase development
rights from farmlands and critical habitat areas.*

e Pierce County, Washington designates resource areas or rural farms as eligible to participate in TDR,
as long as preservation results in the protection of farm land, forest land, public trails, or the habitat
of endangered species. Increased density is provided within incorporated cities (contingent on
details of interlocal agreements), sites where amendments to the Comprehensive Plan have been
granted resulting in increased density, and Planned Unit Developments.

e Collier County, Florida protects and conserves large connected wetland systems and significant
areas of habitat for listed species by allowing development rights to be transferred to more suitable
lands such as Rural Fringe Mixed Use Districts and Non-Rural Fringe Mixed Use Districts. Receiving
Lands are allowed increased density of dwelling units per acre. ®

* City of Redmond. Department of Planning and Community Development. “Comprehensive Planning:
Transfer of Development Rights Frequently Asked Questions”, accessed August 2012:
http://www.redmond.gov/cms/One.aspx?portalld=169&pageld=3372

> Collier County. Comprehensive Planning Section. “TDR Program — Rural Mixed Use Fringe District,”
accessed August 2012: http://www.colliergov.net/Index.aspx?page=270
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City or County State Year # of Acres
Began Conserved

King County Washington 1993 184,400
New Jersey Pinelands New Jersey 1980 58,005
Montgomery County Maryland 1980 52,052
Palm Beach County Florida 1980 31,000
Caroline County Maryland 1989 28,264
Calvert County Maryland 1978 24,723
Howard County Maryland 1994 19,362
Indian River County Florida 1985 11,914
Hillsborough Township New Jersey 1975 10,571
Sarasota County Florida 2004 8,199
Queen Anne County Maryland 1987 8032
Blue Earth County Minnesota 1970 6,160
Pitkin County Colorado 1994 5,840
San Luis Obispo County California 1996 5,464
Charles County Maryland 1992 5,274
Boulder County Colorado 1981 5,000
Payette County Idaho 1982 4,113
Rice County Minnesota 2004 4,074
Douglas County Nevada 1996 4,003
Adams County Colorado 2003 4,000
Collier County Florida 1974 3,612
Marion County Florida 2005 3,580
Churchill County Nevada 2006 3,468
Town of Southampton New York 1972 2,800
Chesterfield Township New Jersey 1975 2,231

Source: Forterra national TDR program database, updated July 2012.
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Exhibit 3: Top 25 Transfer of Development Rights Programs by Area Conserved
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Exhibit 4: Top 25 Transfer of Development Rights City Programs by Area Conserved

City or Township State Year Began # of Acres Conserved
Hillsborough Township, Somerset County  New Jersey 1975 10,571
Town of Southampton, Suffolk County New York 1972 2,800
Chesterfield Township, Burlington County New Jersey 1975 2,231
Groton Massachusetts 1980 2,000
Claremont California 1990 1,820
Black Diamond Washington 2003 1,600
Plymouth Massachusetts 2002 1,459
Pittsford New York 1995 1,439
Warwick Township Pennsylvania 1993 1,338
Long Island Pine Barrens New York 1995 1,323
Manheim Township, Lancaster County Pennsylvania 1991 900
Lumberton Township New Jersey 1995 850
Seattle Washington 1985 840
Granville Township Ohio 1998 768
Brentwood California 2001 742
South Burlington Vermont 1992 497
West Vincent Township Pennsylvania 1999 474
West Hempfield Township Pennsylvania 2005 460
Redmond Washington 1995 428
Crested Butte Colorado 1993 393
Town of Hadley Massachusetts 2000 356
Washington Township, Berks County Pennsylvania 1990 300
Morgan Hill California 1981 240
Perinton New York 1993 238
Lower Chancefor Township, York County Pennsylvania 1990 200

Source: Forterra national TDR program database, updated July 2012

1.4 TDRin Context

When carefully designed, TDR can be an effective growth management tool. It is, however, important to
measure success in the appropriate context. TDR should not be expected to achieve economic
development or growth goals overnight or in isolation. It is a long-term approach that performs best in
conjunction with other tools, such as zoning or purchase of development rights (PDR), to achieve long-
term land use goals. As a market-based tool, participation will fluctuate depending on prevailing market
conditions. As a voluntary tool, TDR also cannot guarantee growth patterns or conservation of specific
sites.

With this in mind, TDR can and should be viewed as means to advance economic development goals and
achieve growth targets. It can also provide developers flexibility and incentives to build beyond zoning
allowances. TDR can be a source of additional income for private landowners interested in conserving
their land. In some cases, this may translate to landowners conserving working land, such as farms and
forests, which they intend to keep with or without TDR. For others, TDR may provide an alternative
means of earning money from land they may otherwise have chosen to develop or sell. In all cases, the
voluntary, private decision to utilize TDR results in not only private, but also public benefits—conserving
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resource lands while accommodating growth supports economic development and helps retain quality
of life.

2.1 TDR Fundamentals

While no two TDR programs are exactly alike, certain features are common to most programs. The
following provides an overview of key TDR program elements. °

Goals

TDR is a flexible planning tool that can and should be customized to support the planning goals of each
individual community. Clear community goals with public support are essential to a successful TDR
program. Clear goals help focus the program marketplace on lands that are most important for
conservation and areas where growth is desired.

Sending areas

A critical step in designing a TDR program is the identification and mapping of sending areas from which
development rights can be sold. In determining the size and location of sending areas, a number of
factors must be considered: the community’s conservation goals, the number of development rights
that could be transferred, the availability of receiving areas to accept the rights, the extent to which
existing zoning supports land conservation, and the relative priority of conserving sites experiencing
strong development pressure vs. those experiencing less development pressure.

Receiving areas

Designating viable receiving areas is one of the most critical and challenging aspects of TDR program
development. Key factors in the designation include market demand for development, availability of
infrastructure and services to support development, and community support for or opposition to
increased development. While some programs establish both sending and receiving areas within a single
jurisdiction, others have established cross-jurisdictional exchanges through interlocal agreements.
Receiving areas may be designated by identifying specific geographies or established by criteria.
Likewise, receiving areas may be designated through an initial planning process or added through
incremental designations over time.

Development bonuses

Within receiving areas, developers can build beyond zoning allowances or receive other benefits in
exchange for purchasing development rights. While most TDR programs offer increased residential
density (either single family or multi-family) as a bonus, several programs have elected to award
different types of bonus, such as increased floor area (e.g. Redmond, WA), added height (e.g.
Sammamish, WA), increased lot coverage (e.g. Miami-Dade County, FL), or reduced limits on impervious
surfaces (e.g. Issaquah, WA). This is a sample of available options and a more thorough examination of
policy alternatives are presented later in this report.

® See Appendix B for a glossary of related terms.
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Allocation and exchange rates

In order to generate market activity, TDR programs need to create sufficient economic incentive for
buyers of credits. Since the value of an unbuilt home on a sending area property is often higher than the
value of an additional receiving area unit, many programs feature exchange rates to address this
imbalance. These establish how much bonus (units, floor area, building height, etc.) a development right
is worth in a receiving area project. Exchange rates should create value for both buyers and sellers. The
amount of bonus awarded is frequently informed by a market analysis.

Transaction mechanisms

How do credits change hands in a TDR market? While most programs rely on direct exchanges between
private parties, many offer some form of public support for TDR transactions, such as providing market
information to help link potential buyers and sellers. Other jurisdictions have created TDR banks to help
facilitate transactions and to act as a strategic buyer or seller. In some cases, seed money has been
provided to initiate a TDR bank and to make initial purchases of development rights; in such cases, the
credits may be subsequently sold to developers, enabling the bank to create a revolving fund available
for future TDR purchases.

Conservation easements

Once development rights have been sold from a sending site, those rights are extinguished and a
conservation easement is placed on the property. These easements are generally held and enforced
either by the sending site jurisdiction or by a non-governmental organization such as a land trust.
Responsibilities for monitoring and enforcing conservation easements over time must be clearly
assigned and funded.

Program administration

Staffing and administrative procedures are needed for successful operation of a TDR program. These
include outreach to landowners and developers, facilitation of transactions, recording of conservation
easements, tracking of development rights, and coordination of TDR transactions with a jurisdiction’s
zoning and permitting processes. TDR programs should also be regularly evaluated and updated over
time.

2.2 Limiting Factors

While many TDR programs have been enacted, not all have been successful. In considering options for
Kirkland’s program, it is important to be mindful of the factors that have limited TDR program
effectiveness elsewhere as well as to identify those factors that have contributed to the success of
certain programs. Following are some of the most significant obstacles that appear to have limited TDR
implementation.

Inadequate receiving areas

Without adequate receiving areas, there is no market demand for development rights and a TDR
program cannot succeed. A robust TDR program needs to have sufficient market participants (on both
the sending and receiving sides) to generate activity. While lands to be conserved can be easy to
identify, many jurisdictions have found it difficult to designate viable areas in which to place
development rights. Communities may be reluctant to accept additional development intensity without
assurances of adequate infrastructure and protections for neighborhood character; there is familiarity
with the status quo while the changes that growth brings are unknown. The presence or lack of a
consensus on appropriate locations for growth can significantly affect a jurisdiction’s ability to designate
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adequate receiving areas—especially where the resources to be conserved lie in one jurisdiction, and
the appropriate areas for development are inside a neighboring municipality.

Insufficient demand for growth

TDR is a market-based mechanism and, as such, can succeed only if there is demand for growth. If
demand does not exceed the base zoning established for receiving areas, the marketplace for
development rights will be limited. While local jurisdictions do not control the market, their zoning
decisions have a substantial impact on developer interest in development rights. In areas where zoning
already allows development beyond what the market can support, TDR offers no value. Similarly, if
rezones to higher densities can be achieved without participation in TDR, interest in TDR will be
significantly undercut. Some newer programs attempt to address these issues by focusing on where and
how development is occurring in both urban and rural areas. Programs are also tapping into developer
demand for flexibility in development standards other than density, such as floor area ratios, impervious
surfaces, and parking requirements.

Lack of infrastructure and amenities to support increased density

If the areas designated to receive development rights lack the infrastructure needed to support added
growth—for example, roads, utilities, and storm water facilities—supporting TDR-driven development
becomes a challenge. If significant infrastructure upgrades are needed, the cost may be prohibitive to a
developer, even with the added development density enabled through TDR.

Lack of program leadership and transaction support

A review of TDR history reveals that adopting legislation is not enough, by itself, to ensure TDR program
success. Active support is needed to foster a robust marketplace for TDR transactions. Especially at the
outset of a program, support is needed to overcome the natural uncertainty that property owners may
feel in considering a new and unfamiliar form of real-estate transaction, and the unease that developers
may feel about a new step or option in the development permitting process. Public education, program
advocacy, and transaction support are key ingredients in successful programs.

2.3 Success Factors

In reviewing the national experience with TDR to-date, three factors stand out as key elements in highly
successful programs. Kirkland has an opportunity to build on other jurisdictions’ experience by focusing
on these elements to make TDR a more effective land management tool than it has to date.

Ensure Zoning Compatibility

The underlying zoning and development regulations in sending and receiving areas may be the most
potent factor in the success of a TDR program. Zoning regulations can either stimulate or deter
landowner and developer interest in the program. Property owners in sending areas are more likely to
participate if a TDR sale can provide enough financial gain to offset a need or desire to develop their
property under existing zoning regulations. Developers will participate if TDR incentives offer significant
financial value beyond what can be achieved under baseline zoning regulations.

Some jurisdictions have launched TDR programs with a large-scale downzoning of resource lands to be
conserved, using TDR as a means of compensating landowners for development restrictions and creating
a strong incentive for participating in the TDR marketplace. On the receiving side, zoning that matches
or exceeds market demand for development negates the profit a developer might achieve through TDR.
Enforcing or reducing the base zoning in TDR receiving areas is an option to reinforce this profit
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incentive; however, as in sending areas, downzoning is often not feasible and may conflict with planning
objectives or be unpopular among landowners as it affects property rights.

Use Market Studies to Fine-Tune TDR Programs

TDR programs founded on a clear understanding of the local real-estate market are more likely to
generate transactions than those without a basis in market dynamics. Without such an assessment, TDR
values may not generate interest from potential buyers and sellers. Assessing the value of development
rights from both a seller’s and buyer’s perspective is critical to the design of workable allocation and
exchange rates, to effectively calibrate the economic equation for TDR transactions, and to thereby
generate an active market.

Market studies to support TDR program design must be tailored to local real estate conditions. Critical
elements include calculating developers’ willingness to pay for bonuses and estimating values of
development rights. Local jurisdictions are encouraged to review mechanisms and establish protocols
for updating TDR values over time.

Facilitate TDR Transactions

Many jurisdictions with successful TDR programs have recognized the need to help buyers and sellers
connect. In some cases, these jurisdictions have created a bank to facilitate transactions. Public support
for TDR transactions can take a variety of forms, depending on the types of transaction mechanisms
established. Even when programs rely strictly on individual private transactions (rather than a bank) to
accomplish TDR sales, the sponsoring agency can encourage participation by conducting outreach to
eligible landowners and developers, by providing information for interested parties, and by providing
technical support for transactions. TDR banks go further by acting as a buyer and a seller, and by helping
to even out economic cycles that may favor purchases at one time and sales at another.
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APPENDIX B: TDR GLOSSARY

Conservation easement

A conservation easement is a legal agreement between a landowner and a land trust or government
agency that permanently limits uses of the land in order to protect its non-development values. It allows
the landowner to continue to own and use the land, to sell it, or to pass it on to heirs. A conservation
easement is placed on a sending site at the time development rights are sold from the property. The
conservation easement typically prohibits any further development of the property but allows resource
uses, such as farming and forestry, to continue.

Development bonus

A development bonus is a zoning-code provision allowing more intensive development in exchange for
provision of specific public benefits, such as neighborhood amenities, affordable housing, or purchase of
development rights. Development bonuses often allow increased building height or density, but can also
include flexibility in use restrictions or other development standards.

Development right

Development right means an interest in and the right under current law to use and subdivide a lot for
any and all residential, commercial, and industrial purposes.

Exchange rate

The exchange rate is the relationship between the number of development rights allocated to a sending
site (typically a specified number of single-family dwelling units) and the amount of development bonus
available on a receiving site (which may be extra single-family units, multi-family units, commercial
square footage, and/or flexibility in development standards). The term encompasses both simple
transfers of dwelling units from one site to another and more complex conversions of TDR credits; it is
therefore used in place of the term “transfer ratio” (see below).

Interlocal agreement

An interlocal agreement is a legal contract between two or more local jurisdictions (cities and counties)
that specifies the conditions under which TDR credits may be transferred (typically from an
unincorporated county into an incorporated city). Interlocal agreements must be endorsed by the
legislative bodies of both jurisdictions.

Property Rights

The legal limits governing the use and control of economic resources by individuals and corporations. In
this case, the rights associated with real property.

Receiving sites

Receiving site means those lots where the procurement of TDR credits facilitate a permissible change in
the allowed intensity on the property pursuant to the TDR chapter and all other controlling policies and
law.

Rezone

Rezone means an amendment to the zoning ordinance, requiring the same enactment as an original
zoning.
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Sending sites

Sending site means designated lot or lots from where landowners may sell their development rights in
exchange for placing a conservation easement on the property.

Exchange rate

This term is used in many TDR programs to describe the numerical relationship between the amount of
development potential forgone on sending sites, and the amount of additional development allowed on
receiving sites. A 1-to-1 ratio means that the sending sites forgo the same number of houses per acre as
are allowed on receiving sites. It implies a simple transfer of dwelling units from one area to another.

TDR bank

A TDR bank is an entity operated by a local jurisdiction, regional government, or private organization for
the purpose of buying, selling, and holding development rights, and/or facilitating private TDR
transactions. By providing a single point of contact, a TDR bank can streamline the process for buyers
and sellers of development rights.

TDR certificate

TDR certificate is a form of currency that represents how many TDR credits a sending area landowner
has available for sale or a buyer has for use.

TDR certificate letter of intent

TDR certificate letter of intent is a document issued to a landowner upon an approved TDR sending site
application. The letter contains a determination of the number of development rights calculated for the
sending site and an agreement by the County to issue a corresponding number of TDR certificates in
conversion for a conservation easement. The sending site owner may use the TDR certificate letter of
intent to market development rights to potential purchasers, but the document has no value itself and
cannot be transferred or used to obtain increased development rights within receiving areas.

TDR credit

A TDR credit is a term for the TDR commodity used in receiving sites. TDR credits reflect the number
units a seller has a right to build or sell on a sending site based on zoning (i.e. development rights). TDR
credits may also reflect the number of TDR certificates required for a given development project.

Transaction types

A TDR program can offer one or more transaction types, which are the various mechanisms available for
buying and selling development rights. The simplest transaction type is a private transaction between
the owner of a sending site and the developer of a receiving site, executed at the time a TDR
development project is proposed. Other options include buying and selling development rights to/from
a TDR bank or a private investment corporation, or participating in a conservation credit or purchase of
development rights program run by the local city or county.

Transfer of Development Rights

Transfer of Development Rights (TDR) means the transfer of the right to develop or build from sending
sites to receiving sites.
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APPENDIX C: TDR COMP PLAN POLICY REVIEW AND
RECOMMENDATIONS

Forterra conducted a review of the Kirkland Comprehensive Plan policies to assess whether existing
policy language provides sufficiently clear direction for the City to pursue the creation and adoption of a
TDR and an infrastructure financing program such as the Landscape Conservation and Local
Infrastructure Program. It was found that there are numerous sections in the Kirkland Comprehensive
Plan that identify goals and policies that a TDR and infrastructure financing program could directly or
indirectly advance, including: Vision; Community Character; Natural Environment; Land Use; Economic
Development; and Capital Facilities.

Specific goals and policies promote the use of incentives for preservation and restoration of open space,
environmental resources, and historic landmarks. The Comprehensive Plan also discusses projected
population growth, and provides direction for how to achieve focused economic development and job
growth in specific areas, while maintaining community character and urban vitality. Redevelopment and
investments in infrastructure and capital facilities are identified as strategies to achieve commercial and
economic development. A TDR and infrastructure financing program can help achieve these goals by
incentivizing redevelopment and providing funding for public amenities. While TDR is not identified as a
specific tool, there is policy support for increased heights and density. Additionally, there is support for
engaging in regional coordination to solve problems.

Since the Kirkland Comprehensive Plan lacks language identifying TDR as a specific tool to achieve these
goals, Kirkland should consider adding language to the Comprehensive Plan identifying TDR as an
incentive to help achieve policy goals. The Regional TDR Program also requires cities to accept TDR
credits from farms, forests and some rural lands. Since these lands are not prioritized in the
Comprehensive Plan for protection, if Kirkland wishes to participate in the Regional TDR program, the
City should consider adding language to the Comprehensive Plan identifying these lands as important for
conservation.

The Totem Lake Neighborhood has been identified for redevelopment and investment. The
Neighborhood Plan identifies specific areas within the neighborhood that are appropriate for
commercial development and increased heights and density. If the City of Kirkland moves forward with
adopting a TDR program, these areas should be identified as receiving areas for TDR credits.
Additionally, TDR should be added to the Neighborhood Plan as an incentive program to achieve policy
goals surrounding economic and commercial development.

In October, 2012 City officials hosted the Totem Lake Symposium to generate ideas on how to revitalize
Kirkland’s Urban Center. The stakeholders identified lack of sense of place and lack of public or private
funding as major barriers to revitalization. Funding for infrastructure, incentives for development and
amenities were identified as solutions. It was also recommended to evaluate zoning and regulations and
use more flexible zoning for the area.

Recommendations for Updated Comprehensive Plan Policy Language:
Add bold and italicized language to the following comprehensive plan policies:

Additional lanquage indicating _broad support for TDR as a tool to advance open space
conservation goals:
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VI. Policy LU-7.4: Work with adjacent jurisdictions and State, federal, and tribal
governments to identify and protect open space networks to be preserved within and
around Kirkland.

Preserving open space corridors inside in the City need not conflict with private
property rights or preclude the reasonable use of land. To this end, a variety of
strategies should be considered that provide opportunities for negotiating “win-win”
approaches to preservation and development including market-based tools such as
TDR.

Add additional lanquage indicating support for TDR as a tool to protect resource lands:

The city should provide a narrative that supports the policy for conservation of resources lands
outside the city, such as: Recognizing the public benefits provided by local farmland and
forestland for provision of food, timber, and additional ecosystem services, the City has an
opportunity to contribute to the protection of those lands through participation in the regional
Transfer of Development Rights program, RCW 43.362.

X. Policy PR-3.3: Consider market-based conservation tools such as Transfer of Development
Rights to protect farmland and forestland within the region.

Add additional language indicating support for TDR as a tool to advance salmon conservation
goals:

V. Policy NE-2.8: Implement market-based conservation tools such as TDR to maintain
and protect critical areas and corridors that link habitat for Chinook salmon.

Additional language indicating support for TDR as a tool to advance water quality goals:

V. Policy NE-2.1.1: Use Transfer of Development Rights as an incentive to landowners
to conserve land from development, for helping maintain water quality by protecting
pervious surface and lands providing watershed functions.

V. Policy NE-2.4: Improve management of stormwater runoff from impervious surfaces
by employing low impact development practices where feasible through City projects,
incentive programs, such as Transfer of Development Rights, and development
standards.

Policy NE-2.5: Use incentive based programs such as Transfer of Development Rights
to conserve lands to maintain the quality of Kirkland’s water resources for water
supply and habitat purposes.

Add additional lanquage indicating support for LCLIP:

XIll. Policy CF-5.3: Use a variety of funding sources to finance facilities in the Capital
Facilities Plan.
The City’s first choice for financing future capital improvements is to continue using
existing sources of revenue that are already available and being used for capital
facilities. These sources may include the following:

e @Gastax;

e Sales tax;

e Utility connection charges;

o Utility rates;

e Real estate excise tax;

e Interest income;
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e Debt;
e |Impact fee for roads and parks;
e Grants.

e Infrastructure financing program such as the Landscape Conservation
and Local Infrastructure Program

If these sources are inadequate, the City will need to explore the feasibility of additional
revenues.

Xlll. Policy CF-5.11: Where appropriate, the City may use infrastructure financing programs such as the
Landscape Conservation and Local Infrastructure Program to fund capital improvements in areas
designated for growth.

Existing Comprehensive Plan Language:

The City of Kirkland’s Comprehensive Plan policies support pursuit of a TDR program through implicit
connections where TDR could be applied to advance related policy objectives.

Chapter |l. Vision/Framework:

The Vision described in the Comprehensive Plan identifies open space as important to preserve in order
to provide habitat, ecosystem services, and water quality. Additionally, the City demonstrates support for
preserving natural areas and open space within the City. TDR can help advance this policy goal by
designating these open space areas within and outside of the city as sending areas.

Il. Vision/ Framework Goals: We strive to protect and restore the shoreline and water quality of
Lake Washington. We preserve our open space network of wetlands, stream corridors, and
wooded hillsides. These natural systems provide habitat for fish and wildlife and serve many
essential biological, hydrological and geological functions.

Streets are lined with a variety of trees, and vegetation is abundant throughout the City. The
water and air are clean. We consider community stewardship of the environment to be very
important.

Il. Framework Goal-5: Protect and preserve environmental resources and reduce greenhouse
gas emissions to ensure a healthy environment.

The Comprehensive Plan refers to developing a sustainable community and planning for regional growth
to minimize low-density sprawl to direct growth to urban areas. A TDR program can help achieve this
goal by transferring developing rights to designated receiving areas within the urban area.

Il. Framework Goal-7: Encourage a sustainable community.

Il. Framework Goal-14: Plan for a fair share of regional growth, consistent with State and
regional goals to minimize low-density sprawl and direct growth to urban areas.
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Policies show support for regional TDR program:

Il. Framework Goal-15: Solve regional problems that affect Kirkland through regional
coordination and partnerships.

Chapter IV. Community Character:

IV. Policy CC-4.6: Preserve natural landforms, vegetation, and scenic areas that
contribute to the City’s identity and visually define the community, its neighborhoods
and districts.

Chapter V. Natural Environment:

Kirkland has goals and policies to protect natural systems from negative impacts such as land
development and to use a system-wide approach to effectively manage environmental resources such as
watersheds. Section V. Natural Environment - A. Introduction below provides support to protect natural
resources while accommodating future growth. The section specifies that a variety of tools are needed to
protect natural areas that traverse private property. TDR could be added to this list as a type of incentive
to foster sound practices.

V. Natural Environment - A. Introduction: Additionally, Kirkland’s desire and duty to protect
natural resources must be balanced with the City’s obligations to:
e Accommodate future growth; and
e Provide a development process that is timely, predictable, and equitable to
developers and residents alike.

A variety of tools are needed to effectively manage the natural environment, because natural
systems traverse private and public property lines as well as jurisdictional boundaries. These
tools include:
e Programs and practices used by the City to maintain land for which it is
responsible, such as
e parks, open space, and rights-of-way;
e Public education and involvement to cultivate a culture of stewardship;
e Incentives to foster sound practices by Kirkland residents, businesses, and
institutions;
e Acquisition of the most ecologically valuable sites by the City when feasible; and
e Regulations accompanied by effective enforcement.

V. Goal NE-1: Protect natural systems and features from the potentially negative impacts of
human activities, including, but not limited to, land development.
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V. Policy NE-1.1: Use a system-wide approach to effectively manage environmental
resources. Coordinate land use planning and management of natural systems with
affected State, regional, and local agencies as well as affected federally recognized
tribes.

V. Policy NE-1.3: Use a variety of techniques to manage activities affecting air,
vegetation, water, and the land to maintain or improve environmental quality, to
preserve fish and wildlife habitat, to prevent degradation or loss of natural features and
functions, and to minimize risks to life and property.

V. Goal NE-2: Manage the natural and built environments to achieve no net loss of the functions
and values of each drainage basin; and, where possible, to enhance and restore functions,
values, and features. Retain lakes, ponds, wetlands, and streams and their corridors in their
natural condition.

V. Policy NE-2.1: Using a watershed-based approach, apply best available science in
formulating regulations, incentives, and programs to maintain and, to the degree
possible, improve the quality of Kirkland’s water resources.

V. Policy NE-2.2: Protect surface water functions by preserving and enhancing natural
drainage systems wherever possible.

V. Policy NE-2.7: Support regional watershed conservation efforts.

V. Goal NE-5: Improve air quality and reduce Kirkland’s contribution to climate change.

Chapter VI. Land Use:

VI. Goal LU-7: Establish a coordinated and connected system of open space throughout the City

that:

Preserves natural systems,

Protects wildlife habitat and corridors,
Provides land for recreation, and

Preserves natural landforms and scenic areas.

VI. Policy LU-7.3: Distribute parks and open spaces throughout the City, but particularly
focus new facilities in areas of the City facing the greatest population growth, in areas
where facilities are deficient, and/or in areas where connections of the open space
network could be made.

The City has identified using strategies to protect open space that do not conflict with private property
rights. TDR is one strategy that could be used to protect open space, and should be identified as a
potential strategy.
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VI. Policy LU-7.4: Work with adjacent jurisdictions and State, federal, and tribal
governments to identify and protect open space networks to be preserved within and
around Kirkland.

Preserving open space corridors inside in the City need not conflict with private
property rights or preclude the reasonable use of land. To this end, a variety of
strategies should be considered that provide opportunities for negotiating “win-win”
approaches to preservation and development.

Additionally, Kirkland’s Comprehensive Plan recognizes growth that will occur in the region, and plans to
accommodate growth targets for housing and jobs. The City identifies regional solutions to solve these
problems, but does not identify regional tools. We recommend that the City update this language to
include the Regional TDR Program as a regional tool to address these problems.

VI. Land Use: Between 2003 and 2022, the City will grow by nearly 9,697 new residents and
8,800 jobs, resulting in increased needs for housing, commercial floorspace, and public services.
Under the Growth Management Act, planning policies seek to direct growth to existing and
emerging urban areas within the metropolitan region. The King County Growth Management
Planning Council has determined that Kirkland must plan to accommodate 5,480 new
households and 8,800 new jobs over the next 20 years. These increases in households and jobs
are referred to as “growth targets.”

Future growth will raise other issues relating to land use: special needs housing, increased traffic
congestion, diminished natural resources and challenges to locate regional facilities. A larger
proportion of elderly residents will focus new attention on the special housing and
transportation needs of this group. Land use relationships which support transit and provide
shops and services closer to home will be important for those with decreased mobility. And,
with growth not only in Kirkland, but throughout the Puget Sound region, the community will
continue to suffer from the problems of traffic congestion, diminishing natural resources, and
the need to find locations for new regional facilities. Regional solutions will be needed to solve
these problems.

VI. Goal LU-2: Promote a compact land use pattern in Kirkland to:
e Support a multimodal transportation system;
e Minimize energy and service costs;
e Conserve land, water, and natural resources; and
e Efficient use of land to accommodate Kirkland’s share of the regionally adopted
20-year population and employment targets.

VI. Policy LU-2.1: Support a range of development densities in Kirkland, recognizing
environmental constraints and community character.

VI. Policy LU-2.3: Ensure an adequate supply of housing units and commercial
floorspace to meet the required growth targets through efficient use of land.
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To meet growth goals, the Kirkland Comprehensive Plan demonstrates policy support for density and
mixed-use zoning. Density and mixed-use zoning are components of a successful TDR program.

VI. Policy LU-3.2: Encourage residential development within commercial areas.

VI. Policy LU-4.2: Locate the most dense residential areas close to shops and services
and transportation hubs.

VI. Goal LU-5: Plan for a hierarchy of commercial development areas serving neighborhood,
community, and/or regional needs.

VI. Policy LU-5.2: Maintain and strengthen existing commercial areas by focusing
economic development within them and establishing development guidelines.

VI. Policy LU-5.3: Maintain and enhance Kirkland’s Central Business District (CBD) as a
regional Activity Area, reflecting the following principles in development standards and
land use plans:

Create a compact area to support a transit center and promote
pedestrian activity.

Promote a mix of uses, including retail, office and housing.
Encourage uses that will provide both daytime and evening activities.
Support civic, cultural, and entertainment activities.

Provide sufficient public open space and recreational opportunities.
Enhance, and provide access to, the waterfront.

Kirkland’s Comprehensive Plan identifies specific subareas for development to occur. These subareas
should be considered to be designated as receiving areas for TDR credits.

VL. Policy LU-5.4: Support Totem Lake’s development as an Urban Center with a diverse
pattern of land uses.

Recognize Totem Center, the area around Totem Lake Mall and
Evergreen Healthcare

Medical Center, as the “core” district where the highest densities and
intensities of land use are focused.

Create a compact area to support the planned transit center and
promote pedestrian activity.

Encourage uses which will provide both daytime and evening activities.
Provide sufficient public open space and recreational opportunities.
Enhance the natural condition and function of Totem Lake.

Promote superior urban design throughout the Urban Center through
standards that address human and architectural scale and design.
Through coordination of improvements in the public realm, affirm and
create a “sense of identity” for the Totem Lake Urban Center.
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Ensure that the built environment enhances and contributes to a highly
successful pedestrian environment, particularly in Totem Center, where
connections between business, transit and the living environment are key
to establishing a vibrant community. The Design Guidelines for Totem
Lake Neighborhood and the Pedestrian Oriented Design Guidelines
provide specific direction for this area.

Provide an interconnected street system for pedestrian and vehicular
access.

VI. Policy LU-5.5: Enhance and strengthen the commercial viability of the Rose Hill
Business District by implementing the NE 85th Street Subarea Plan.

VI. Policy LU-5.6: Encourage increased residential capacity in the North Rose Hill
Business District (NRHBD) to help meet housing needs.

Encourage mixed-use commercial/residential development.

Promote a broad range of uses as an extension of the Totem Lake Urban
Center.

Provide a transition to the residential core in the North Rose Hill
neighborhood.

VI. Policy LU-5.7: Emphasize new office development with a complementary mix of
supporting uses in the Business District at the Yarrow Bay interchange area.

VI. Policy LU-5.8: Promote development within the Bridle Trails, Houghton/Everest, and
Juanita Neighborhood Centers that becomes part of the neighborhood in the way it
looks and in the functions it serves.

Chapter V. Economic Development:

To accommodate population growth projections, the City of Kirkland is planning for increased housing
and employment. To meet these demands, Kirkland’s identified strategy is to diversify the tax base,
provide job opportunities, and provide goods and services to the community. Kirkland encourages
economic growth by attracting businesses, and identifies redevelopment of commercial areas as one way
to attract new businesses. Investments in redevelopment and infrastructure can help to maintain
attractive neighborhoods, and funnel growth into commercial centers.

VIIl. Economic Development: The King County Planning Policies have assigned Kirkland and
other jurisdictions housing and growth targets. Kirkland is expected to grow in population from
45,054 in 2000, to 55,327 by the year 2022. In 2000, 32,384 people were employed in Kirkland.
By the year 2022, Kirkland is targeted for an additional 8,800 jobs for a total employment of
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VIII. B. Economic Concept: The following goals and policies provide the framework for a three-
pronged strategy for the future of the Kirkland economy: the importance of diversifying our tax
base, providing job opportunities, and providing goods and services to the community. The
challenge will be to provide an economic climate that maintains a healthy economy for jobs and
businesses without sacrificing the qualities that make Kirkland a desirable place to live.

To accomplish this, the Economic Development Element:

e Encourages economic growth while maintaining attractive residential
neighborhoods and a healthy natural environment.

e Promotes a growing and diverse economy that has a variety of business sectors.

e Promotes a positive business climate so businesses will grow and enhance
Kirkland’s role in the Eastside and Seattle Metropolitan economy.

o Supports strengthening our retail shopping areas, including specialty retail in the
Downtown, destination retail in Totem Lake, providing local goods and services
in our neighborhood commercial areas and encourages attractive commercial
and mixed-use development.

The policies identified below provide support for attracting businesses and strengthening commercial
development. Redevelopment of commercial areas is identified as a strategy to attract new businesses.
VIIl. Policy ED-1.4 below provides support for strengthening Kirkland’s tax base through business
property taxes and sales tax. Kirkland can advance these policy goals by implementing a TDR and
infrastructure financing program. An infrastructure financing program such as the Landscape
Conservation and Local Infrastructure Program would allow the City of Kirkland to access future tax
revenue associated with growth and use it for redevelopment in the commercial area. These investments
in redevelopment would catalyze further growth in commercial areas.

VIII. Goal ED-1: Foster a strong and diverse economy consistent with community values, goals
and policies.

Business retention is a number one priority for Kirkland’s economic development efforts.
Existing businesses are the foundation of the Kirkland economy and are encouraged to thrive
and expand. Businesses contribute to a stable tax base and are integral to the community as
many business owners and employees are Kirkland residents. Existing businesses are the best
source for business expansion and job growth, as 60 to 80 percent of all new jobs typically are
created by existing businesses.

Attracting new businesses can help diversify the local economy and strengthen existing
businesses. Business recruitment strategies differ for different commercial areas based upon
market demand and the desired character of each district. Opportunities exist in several of our
commercial areas for redevelopment to strengthen or intensify commercial development.
Ideally, in addition to strengthening retail areas, recruitment efforts should focus on businesses
that provide higher paying jobs and draw customers from outside the community to purchase
goods and services in Kirkland.

VIII. Policy ED-1.4: Strengthen Kirkland’s tax base.
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Businesses also make a significant contribution to the City’s property tax base. With the
above in mind, economic strategies in Kirkland should strive to achieve:

A net importation of sales tax (reduce sales leakage to other
jurisdictions), and

A diversity of business sectors that contribute both jobs and revenue,
such as high-technology; start-up companies; wholesale; manufacturing;
contracting; and businesses involved in the emerging arts, tourism and
recreation. The mix of businesses in the community should be monitored
so that business recruitment efforts

There is policy support for incentives to encourage economic development, including infrastructure
improvements and regulatory incentives. A TDR program provides incentives to developers to build
additional height and density. LCLIP or other infrastructure financing programs can help advance this
goal by providing infrastructure improvements that will in turn incentivize business development.

VIII. Policy ED-2.6: Establish or support incentives to encourage economic development.
Providing incentives as a way to attract and retain quality businesses or create new jobs
may be necessary to create a positive business environment. Washington State statutes
strictly limit the types of incentives that cities may use to attract or retain private
business.

Types of incentives that could be explored are:

Public/private development agreements for construction projects;
Recruitment strategies that will result in new jobs;

Tax deferrals or credits to certain industries;

County-sponsored industrial revenue bonds;

Participating in County, State or federally sponsored low interest loans or
grants;

Installing infrastructure improvements;

Use of special taxing districts;

Expediting permitting and regulatory incentives.

The City is required by the Growth Management Act to plan for capital facilities along with new
development and redevelopment. An infrastructure financing program such as LCLIP can help provide
funding for capital facilities.

Chapter Xlll. Capital Facilities:

XIll. CAPITAL FACILITIES: The Capital Facilities Element is a six-year plan for fully funded capital

improvements that supports the City’s current and future population and economy.
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The Capital Facilities Element contains level of service standards for each public facility, and
requires that new development be served by adequate facilities.

The purpose of the Capital Facilities Element is threefold:
(1) To establish sound fiscal policies to guide Kirkland in planning for public facilities;
(2) Identify facilities needed to support growth and development consistent with the
policies of the Comprehensive Plan; and

(3) Establish adopted standards for levels of service.

The concurrency requirement in the Growth Management Act mandates that capital facilities be
coordinated with new development or redevelopment.

Kirkland’s concurrency ordinance fulfills this requirement.

The City has determined that roads, water and sewer facilities must be available concurrent with
new development or redevelopment. This means that adequate capital facilities have to be
finished and in place before, at the time, or within a reasonable time period (depending on the
type of capital facility needed) following the impacts of development.

Meeting concurrency requires a balancing of public and private expenditures. Private costs
are generally limited to the services directly related to a particular development. The City is
responsible for maintaining adequate system capacity that will meet adopted LOS
standards.

The Capital Facilities section also provides support to match capital facilities with anticipated growth and
use infrastructure as a means to spur economic growth.

Xlll. Goal CF-1: Contribute to the quality of life in Kirkland through the planned provision of
public capital facilities and utilities.

Xlll. Policy CF-1.1: Determine needed capital facilities and utilities based on adopted
level of service and forecasts of growth in accordance with the Land Use Element.

XIil. Policy CF-1.3: Encourage public amenities and facilities which serve as catalysts for
beneficial development.

Certain public facilities, such as parks, utility lines, and roads, add to the economic
viability of surrounding private development. By providing these improvements, the City
creates an environment which attracts desirable economic activities.

XIll. Goal CF-4: Ensure that water, sewer, and transportation facilities necessary to support new
development are available and adequate concurrent with new development, based on the City’s
adopted level of service standards.
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XIll. Goal CF-5: Provide needed public facilities that are within the ability of the City to fund or
within the City’s authority to require others to provide.

XIll. Policy CF-5.1: Base the Capital Facilities Plan on conservative estimates of current
local revenues and external revenues that are reasonably anticipated to be received by
the City.

LCLIP and other infrastructure financing programs can provide additional sources of funding and avoid
having to adjust adopted levels of service and land use plan.

XIll. Policy CF-5.2: Consider adjustments to the adopted levels of service, land use plan
and/or revenue sources if funding is not available to finance capacity projects for capital
facilities and utilities.

The Comprehensive plan supports looking at alternative sources of funding for capital facilities, however
the policy below states that the first choice is to use existing sources of revenue.

Xlll. Policy CF-5.3: Use a variety of funding sources to finance facilities in the Capital
Facilities Plan.

The City’s first choice for financing future capital improvements is to continue using
existing sources of revenue that are already available and being used for capital
facilities. These sources may include the following:

e (Gastax;

e Sales tax;

e Utility connection charges;
o Utility rates;

e Real estate excise tax;

e Interest income;

e Debt;
e Impact fee for roads and parks;
e Grants.

If these sources are inadequate, the City will need to explore the feasibility of additional
revenues.

Xlll. Policy CF-5.10: Where appropriate, the City may use local improvement districts or
latecomer fees to facilitate the installation of public facilities needed to service new
development. Some new development may be able to fulfill its obligation by creating a
special district. Others may be required to build (or pay for) entire facilities (i.e., a new
road) to serve their development, but they may recoup some of the cost from other
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subsequent development (“latecomers”) that use the excess capacity created by the
new public facility.

Chapter Totem Lake Neighborhood Plan:

The Kirkland Comprehensive Plan also includes a Neighborhood Plan for discussing goals and policies for
the Totem Lake Neighborhood. The Neighborhood Plan provides support for economic and commercial
growth occurring in Totem Lake. The City of Kirkland should consider designating Totem Lake as a
receiving area for TDR and a LCLIP for LCLIP. The goals below provide support for fostering a diverse and
vibrant economic environment, with commercial and employment opportunities.

XV.H. Totem Lake Neighborhood - Introduction: Consistent with the Comprehensive Plan, this
neighborhood plan addresses future land use through 2012. However, the intensity of land uses
that are planned for the neighborhood, particularly those expected to occur in the Totem Center
area, are likely to come to pass over a much longer period. It is anticipated that this plan will be
updated on an ongoing basis, to respond to changing conditions within the neighborhood and
the City.

Framework goals that provide the basis for this plan include:

e Foster a diverse, vibrant economic environment, supplying broad commercial
and employment opportunities.

e Promote the strength and vitality of Totem Center.

e Preserve, protect, and enhance the natural environment in the Totem Lake
Neighborhood.

e Support new development and redevelopment with adequate public services.

e Provide a sense of neighborhood identity.

e Protect and strengthen diverse residential areas.

e Improve circulation within and through the neighborhood.

XV.H. Totem Lake Neighborhood Economic Development

Framework Goal: Foster a diverse, vibrant economic environment, supplying broad commercial
and employment opportunities.

The Totem Lake Neighborhood is a vital employment, retail and service center that serves the
City of Kirkland and surrounding region. The Totem Lake Neighborhood is the City’s largest
employment center and the City’s leader in retail sales. The neighborhood contains the City’s
only Urban Center, designated by the Growth Management Planning Council in 2003.

XV.H. Goal TL-1: Nurture and strengthen the role of the Totem Lake Neighborhood as a
community and regional center for retail, health care, vehicle sales, light industrial and office
employment.
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XV.H. Policy TL-1.1: Support the growth and retention of commercial activity in the
neighborhood.

XV.H. Policy TL-1.3: Plan for economic activity that creates new jobs and increases the
diversity of employment opportunity in the neighborhood.

XV.H. Goal TL-2: Focus intensive growth within Totem Center (Districts TL 1, TL 2, and TL 3).

XV.H. Policy TL-2.1: Provide for increased intensity of development in Totem Center. In
the Totem Lake Neighborhood, the most intensive commercial development is focused
in Totem Center (see Figure TL-2). The Evergreen Hospital and Medical Center and the
Totem Lake Mall play a key role in the overall health and vitality of the District,
attracting a cluster of complementary and collaborative businesses.

XV.H. Goal TL-3: Preserve and intensify commercial areas outside of Totem Center.

XV.H. Policy TL-3.1: Protect and nurture existing retail and office areas.

XV.H. Policy TL-3.1: Protect and nurture existing retail and office areas. Outside of
Totem Center, established retail areas are located around the 1-405/NE 124th Street
interchange and extend to the east and west along NE 124th Street as well as to the
north and south along 120th Avenue NE and along both sides of 124th Avenue NE (see
Figure TL-3). The greatest concentration of offices is located on the west side of I-405.
The primary office area is the 1-405 Corporate Center, extending south from NE 124th
Street. A smaller office area is located along the south side of NE 128th Street (see
Figure TL-3). These established retail and commercial areas provide a range of
employment opportunities and services, and contribute to the City’s retail sales tax
revenue for a healthy economy. These areas should be retained and strengthened. In
some areas, housing is the preferred use on upper floors, as described in Policy TL-26.3.

The policies below provide support for increased height in specific areas of Totem Lake. Should the City of
Kirkland designate Totem Lake as a TDR receiving area, the areas identified below should be considered
for increased height bonuses to developers who use the TDR program.

XV.H. Policy TL-3.2: Expand opportunities for office development south of NE 116th
Street (districts TL 10D and TL 10E). The area south of NE 116th Street, known as Par
Mac, is currently developed with a mix of light industrial, office, retail and service uses.
Historically, this area was planned for and developed with manufacturing and light
industrial uses that might benefit from proximity to the BNRR right-of way.

Over the past decade, many of these traditional uses have been converted to office,
retail and other service uses, and the existing space no longer meets the needs of many
industrial tenants. At the same time, the demand for office space in Kirkland and the
Eastside as a whole has been increasing. In recognition of this ongoing trend toward
office use, the Par Mac area should be designated for office use. Office spaces designed
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for uses in the high-technology sector should be specifically encouraged. These types of
firms tend to provide high-wage jobs and other benefits to the area’s economy.

Additional building height should be considered for future development in this area.
Due to the topographic characteristics of the land, situated at a lower elevation than
the freeway to the east and from many areas of residential development to the west,
greater height in this area would have limited impacts on views or the character of the
area. Additional height would also encourage greater redevelopment of the area than
might occur at the existing permitted intensity. Design considerations associated with
additional height will include views from the freeway, and the need to preserve some
openness across the area. Existing industrial tenants in this area should continue to be
supported through development standards that allow these uses to remain and expand.

XV.H. Policy TL-3.4: Enable expanded development opportunities for the commercial
district located on the west side of 124th Avenue NE and south of NE 124th Street under
a specific plan for the entire area (district TL 5). The retail and industrial area located
east of 1-405, west of 124th Avenue NE, south of NE 124th Street and north of NE 116th
Street (District TL 5 on Figure TL-11), presents a unique opportunity for the
development of a planned, mixed-use district within the southern portion of the Totem
Lake Neighborhood. Assembly of land may be feasible in this area, as much of the area
is contained in several large property ownerships, the largest being slightly over 9 acres.
The western portion of the district is located adjacent to the freeway, and at a lower
elevation that may enable greater building height with minimal impacts. The specific
plan should evaluate the feasibility of a more intense commercial and residential district
in this area, and consider options to:
e  Consider building heights in excess of those allowed in other commercial districts

XV.H. Goal TL-6: Strengthen the role of Totem Center for employment in the city and region.

XV.H. Policy TL-6.1: Establish and actively support standards to ensure intensive
redevelopment within Totem Center. Totem Center contains the most intensive land
uses within the neighborhood. Designated land uses in Totem Center include mixed-use,
the Evergreen Hospital Medical Center, and the Totem Lake Mall (see Figure TL-2).

In all of these areas, new development and redevelopment should be intense enough to
create a sense of vitality and activity within the designated center. Minimum
development thresholds should be established for new development and re-
development.

XV.H. Goal TL-9: Support and strengthen the role of Evergreen Hospital Medical Center as an
important part of the Kirkland community (district TL 3).

XV.H. Policy TL-9.2: Implement design principles for the Evergreen Hospital Medical
Center.
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Future development on the Evergreen Hospital Medical Center campus should be
consistent with a master plan, reviewed by the City, which includes all known future
development plans for the facility. Design principles contained in the Municipal Code
and the Totem Center principles described above should apply to future development of
this site. Additionally, the following principles should apply specifically to Evergreen
Hospital and Medical Center:

Building heights in excess of those allowed under the current Master Plan should be
considered. Prior to approval of increased building heights, an analysis of shadowing
and transition to surrounding residential areas must demonstrate that the impacts of
greater heights on the surrounding residential area can be effectively mitigated. Taller
buildings should be located toward the center of the site, away from residential uses.

The City of Kirkland’s goal is to eliminate barriers to development. The City should ensure that as a TDR
program is developed, that it is designed for developers to easily access and in a way that makes it
economically rewarding to use the program.

XV.H. Policy TL-6.2: Ensure that regulations support and facilitate redevelopment and
re-investment.

Regulatory flexibility can encourage redevelopment and encourage reinvestment that
will support the long-term viability of Totem Center. To identify and eliminate barriers
to development, the City should conduct a regulatory audit to determine whether
zoning code provisions unintentionally discourage development activity in Totem
Center. The regulatory audit could consider complexity of applicable review processes,
organization and accessibility of applicable regulations, and flexibility in the review
process. New zoning classifications and/or overlay zones that offer simplified standards
and/or a flexible mix of uses should also be considered.

The Neighborhood Plan also identifies the importance of residential development within mixed-use
areas, and provides policy support for regulatory incentives such as increased height, bonus densities for
affordable housing and decreased parking requirements for residential units. We recommend that the
City update the policy below to include TDR as an additional incentive for residential development.

XV.H. Policy TL-7.1: Encourage residential development within mixed-use areas,
including the Totem Lake Mall.

Housing has long been allowed in the mixed-use area. History indicates, however, that if
left to market forces alone, significant levels of housing are not likely to result in this
area. In order to ensure a viable residential community in Totem Center, the City should
provide a range of regulatory incentives that support residential development. Examples
of possible incentives include increased height, bonus densities for affordable housing
and decreased parking requirements for residential units.
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By combining a TDR program with a local infrastructure financing program, Kirkland can achieve
additional goals for the Totem Lake Neighborhood. The goals and policies identified below provide
direction for ideas for infrastructure investments to create an attractive neighborhood, including:
landscaped boulevard, street trees, .

XV.H. Goal TL-8: Ensure that public and private development contribute to a lively and inviting
character in Totem Center.

The fundamental goal for Totem Center is to create a pedestrian-oriented urban center with a
safe, lively and attractive 24-hour environment.

XV.H. Goal TL-21: Ensure that public and private development contributes to a coherent and
attractive neighborhood identity.

XV.H. Policy TL-21.1: Ensure that public improvements contribute to neighborhood
identity. Public infrastructure, consisting primarily of public rights-of-way, is a significant
land use in the Totem Lake Neighborhood. Public improvements should be designed and
constructed in a manner that makes a positive contribution to the character of the
neighborhood. High quality materials, the use of public art, and other measures to
reflect and enhance the identity of the Totem Lake Neighborhood should be
incorporated in public infrastructure design and construction.

XV.H. Policy TL-21.2: Encourage private development to help build the overall character
of the Totem Lake Neighborhood.

XV.H. Goal TL-23: Develop a new landscaped boulevard that provides a green visual connection
between the four quadrants of the neighborhood through enhanced landscape and public
amenities.

XV.H. Policy TL-23.1: Create a landscaped boulevard that generally follows the
alignment shown Figure TL-6.

XV.H. Goal TL-24: Provide interconnected streetscape improvements throughout the
neighborhood that contribute to a sense of neighborhood identity and enhance visual quality.

XV.H. Policy TL-24.1: Establish a street tree plan for the neighborhood.

Incentive Provisions:

The Neighborhood Plan supports the use of incentives to achieve policy goals. The goals and policies
below identify affordable housing and other residential housing opportunities as policy goals that can be
advance through the use of height, density, and floor area bonuses. The City should carefully consider
how these goals would interact with a TDR program and carefully craft a program to achieve multiple
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goals. The City should also consider adding language identifying TDR as an incentive program to achieve
height and density goals.

XV.H. Policy TL-26.3: Expand housing opportunities in the Totem Lake Neighborhood.

In the Totem Lake Neighborhood, expanded housing opportunities are provided through
high residential densities (minimum of 50 units per acre) and support for mixed-use
development in Totem Center. These measures provide for a significant amount of
additional housing while preserving existing multi and single-family areas in and
adjacent to the Totem Lake Neighborhood.

Significant opportunities also exist to encourage housing within some of the general
commercial areas of the neighborhood. Since housing development may be less
financially profitable than office development where both uses are allowed, relatively
high densities must be permitted to ensure that this use is on an equal footing with the
development of an office use.

To further encourage developers to choose to provide housing, an increase in height
should be allowed when upper story residential use is provided. This incentive would
enable residential stand-alone developments where retail use is not mandated as a
ground floor use.

This incentive for greater height for residential development would be appropriate for
the areas listed below, and shown in Figure TL-7: 1. Totem Lake West, north of NE 124th
Street, west of 116th Avenue NE, 2. Properties east of 124th Avenue NE, north of NE
116th Street and west of Slater Avenue, 3. Properties east of 124th Avenue NE, south of
NE 124th Street, 4. Properties south of NE 116th Street, west of the Cross Kirkland
Corridor, and 5. Property north of NE 116th Street, south of NE 118th Street, and west
of the Cross Kirkland Corridor.

XV.H. Policy TL-27.1: Develop a variety of incentives and other measures to encourage
development of affordable housing.

The Totem Lake Neighborhood provides an important source of housing that is
affordable to local service and office employees. Zoning and regulatory incentives can
help make housing more affordable to low to moderate income households. Additional
incentives, such as bonus densities, public funding programs, public land donations, and
development fee waivers, may also be needed to develop affordable housing projects.
Similarly, partnerships with other public agencies and the private sector can introduce
more diverse resources, which can help fund affordable housing. An assortment of
affordability measures should be developed to help support housing projects in the
Totem Lake Neighborhood.

XV.H. Policy TL-27.2: Provide incentives that encourage variety in housing style, size and
services. The Totem Lake Neighborhood provides a range of housing types, including
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ownership and rental multifamily housing, and senior and assisted housing. Incentives
should be developed to encourage continued variety in housing types, such as housing
in mixed-use developments and housing oriented to use of transit facilities. Incentives
could include reduced parking requirements for housing, increases in the floor area
allowed for housing, and additional height where appropriate.

Mixed-use housing is another housing option that can increase housing opportunity and
add vitality to the neighborhood. Incentives for mixed-use housing are provided in
Totem Center.

Regional Policy Support:

The Lake Washington/Cedar/Sammamish Watershed (WRIA 8) is home to three populations of Chinook
salmon that have been listed in 1999 as threatened by the federal government under the Endangered
Species Act.1 The Shared Strategy for Puget Sound is a collaborative initiative of federal, state, tribal and
local government and salmon recovery organizations to recover the Puget Sound salmon population.
The plan is focused at the Puget Sound scale, and incorporates plans from more narrowly focused
watershed groups. Kirkland is one of 27 local governments that contributed to the WRIA 8 Salmon
Conservation Plan. The science based plan contains recommendations for prioritized actions to restore
and protect salmon habitat through a collaborative approach including implementation of land use and
stormwater management policies and programs, local protection and restoration projects, and public
involvement opportunities.

TDR can be used as a tool to help advance efforts for conservation of critical areas in WRIA 8 for the
purpose of salmon habitat restoration. Goals in the Shared Strategy for Puget Sound and the WRIA 8
Conservation Plan can be supported by a TDR program:

e Land use, planning, and infrastructure actions that address habitat-forming
processes at a landscape scale, and focus on accommodating future growth while
minimizing impacts to salmon habitat. Included are incentive programs, regulations,
best management practices, low impact development recommendations,
enforcement actions, and policies (WRIA 8 Conservation Plan Ch. 2 P. 7)

e Maintain and restore the corridors that link habitats, including headwaters, channel
migration zones, floodplains, wetlands, lake shorelines, estuaries, and marine
nearshore habitats (WRIA 8 Conservation Plan Ch. 4)

e Plan, develop, and implement management actions (for example, regulations,
easements, incentives) to ensure protection of biologically important areas (WRIA 8
Conservation Plan Ch. 4)

e Supports protecting working landscapes such as farms and timberlands (Shared
Strategy for Puget Sound Ch. 1, P. 10)

! Lake Washington/Cedar/Sammamish Watershed (WRIA 8) Chinook Salmon Conservation Plan. Volume
I. July 2005.
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The Puget Sound Partnership is the state agency leading the clean-up of Puget Sound. The 2012/2013
Action Agenda establishes recovery targets and outlines a framework to achieve a healthy Puget Sound.
The three region-wide priorities identified in the Action Agenda are to prevent pollution from urban
stormwater runoff; protect and restore habitat; and restore and re-open shellfish beds.?

Strategies identified for habitat protection and restoration include increased rural land protection, and
and incentives to encourage increased density and growth within urban growth areas. TDR can be used
as a tool to implement the following strategies:

Land Use Planning Barriers, BMPs and Example Polices. By December 2012, Ecology
and Commerce, working with local governments, will identify the primary barriers to
incorporating policies consistent with implementation of the Action Agenda into
local land use planning and decisions and identify best practices and assistance
needed to overcome these barriers. This will address implementation of protection
strategies, encouraging compact growth patterns, increased density, water quality
standards, redevelopment, and rural lands protection. By December 2013, Ecology
and Commerce will distribute example growth policies that include best practices
that are consistent with protection and recovery targets and the Growth
Management and Shoreline Management Acts. (A1.2 NTA 1)

Provide for growth. Provide infrastructure and incentives to accommodate new and
re-development within urban growth areas. (A4.2)

? Puget Sound Partnership. Highlights of the 2012/2013 Action Agenda for Puget Sound. August 28,

2012.
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APPENDIX D: LCLIP BACKGROUND

1.1 What s LCLIP?

The Pacific Northwest offers a high quality of life and diverse, vibrant economy, making it an attractive
place to live and to do business. As a result, cities in the Central Puget Sound region face increasing
demands for infrastructure to support a growing population and employment. With limited access to
funding and financing for improvements, these challenges will compound in the future. At the same
time, the region’s farms and forests face increasing conversion pressure as the market for real estate
remains strong. To address both of these issues simultaneously, the Washington State legislature
adopted a regional infrastructure-financing program in 2011 that gives eligible cities access to new tools
to invest in critical infrastructure while protecting resource lands.

The Landscape Conservation and Local Infrastructure Program (LCLIP) combines TDR with a financing
option for cities. Under the program, cities commit to allowing a number of TDR credits into a municipal
receiving area, thereby gaining access to a form of tax-increment financing for infrastructure. Cities
invest in infrastructure improvements, which then support redevelopment. Increased growth uses the
incentive of TDR to drive market-based conservation of regional resource lands.

Public infrastructure funding is accomplished in a number of different ways in Washington State. The
legislature has, in recent years, examined a number of ways to increase investment in public
infrastructure in the state. Tax increment financing is a method of capturing tax revenues from new
growth within a geographic area resulting from a public investment to pay for new infrastructure. A
number of tax increment financing programs have been created in the state: in 2001 the legislature
created the Community Revitalization Financing Program; in 2006 the Local Infrastructure Financing Tool
Program was created by the legislature; and in 2009 the legislature created the Local Revitalization
Financing Program.’

Participating in LCLIP would require the commitment of a portion of incremental property tax revenues
to an improvement district, such as Totem Lake, for qualified improvements. LCLIP dedicates
incremental property taxes as capital funding for defined uses within a district. While the upside for a
city is the use of a portion of its jurisdictional county’s property tax revenues, a city must dedicate a
proportional share of its property tax revenues from new construction to secure these resources. In
cases where infrastructure investment is not the catalyst for development, but rather supports
development likely to occur in the absence of the LCLIP program, these revenues would otherwise serve
as general operating funds.

1.4.1 LCLIP Implementation

In order to gain the benefits of infrastructure financing and regional conservation, a city wishing to
participate in LCLIP will make a number of decisions and take steps to put the program to work. The
following summary provides a walk-through of the criteria a city must meet and the steps it must take to
implement LCLIP.

! Final Bill Report, ESSB 5253
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Eligibility
e The city must be incorporated in Snohomish, King or Pierce County and have a combined population

and employment of at least 22,500. Kirkland meets these criteria and is eligible to participate. As of
2010 its population was 48,800.°

Program Elements

e |dentify a specific geographic area for increased density that will become a local infrastructure
project area (“LCLIP”). The LCLIP must:

O

O

@)

O

Include contiguous land (no “islands”)

Not include more than 25% of the total assessed taxable property within the city
Not overlap another LCLIP

In the aggregate, be of sufficient size to:

“

use the city’s “specified portion” of transferable development rights (unless the city has
purchased the transferable development rights to reserve for future development), and

not be larger than reasonably necessary

Contain all public improvements to be financed within its boundaries

e Accept responsibility for all or a share (a “specified portion”) of the transferable development rights
allocated from the Puget Sound Regional Council to the city. Consider whether to include any rights
from another city through interlocal agreement.

e Adopt a plan for development of public infrastructure within the LCLIP. The plan must:

@)

O

O

O

Utilize at least 20% of the city’s allocated share of transferable development rights

Be developed in consultation with the Department of Transportation and the county where the
LCLIP is located

Be consistent with any transfer of development rights policies or development regulations
adopted by the city

Specify the public improvements that will be financed
Estimate the number of transferable development rights that will be used

Estimate the cost of the public improvements

e Adopt transfer of development rights policies or implement development regulations, or make a
finding that the city will receive its specified portion within one or more LCLIPs, or make a finding
that the city will purchase its specified portion

O

Adoption of transfer of development rights policies or implementation of development
regulations must:

« Comply with the Growth Management Act
. Designate a receiving area(s)

. Adopt developer incentives, which should be designed, at the city’s election, to:

2 US Census data 2010
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> Achieve the densities or intensities in the city’s plan
° Include streamlined permitting strategies
° Include streamlined environmental review strategies
. Establish an exchange rate, which should be designed to:
> Create a marketplace where transferable development rights can be bought and sold
> Achieve the densities or intensities in the city’s plan

> Provide for translation to commodities in addition to residential density (e.g., building
height, commercial floor area, parking ratio, impervious surface, parkland and open
space, setbacks and floor area ratio)

> Allow for appropriate exemptions from land use and building requirements

« Require that the sale of the transferable development rights be evidenced by its permanent
removal from the sending site (such as through a conservation easement on the sending
site)

« Not be based on a downzone within the receiving area

o The city may elect to adopt optional comprehensive plan element and optional development
regulations that apply within the LCLIP

Hold a public hearing on the proposed formation of the LCLIP

o Notice must be provided to the county assessor, county treasurer, and county within the
proposed LCLIP of the city’s intent to create the area. Notice must be provided at least 180 days
in advance of the public hearing.

Adopt an ordinance or resolution creating the LCLIP
o The ordinance or resolution must:
« Describe the proposed public improvements
« Describe the boundaries of the proposed LCLIP

. Provide the date when the use of local property tax allocation revenues will commence and
a list of the participating tax districts (the city and county)

o A certified copy of the adopted ordinance or resolution must be delivered to the county
assessor, county treasurer and each participating tax district

Provide a report along with the county to the Department of Commerce by March 1* of each year

LCLIP Benefits

City and county regular property taxes resulting from the increase in assessed value within the LCLIP
from new construction and improvements. The amount of property taxes to be provided to the city
to fund public improvements in the LCLIP is determined by applying city and county levy rates to up
to 75% of the assessed value resulting from new construction or improvements within the LCLIP.
Whether the city receives all or a portion of this amount depends on the number of transferable
development rights accepted by the city compared to the rights allocated.

The additional tax may be used by the city to fund the public improvements within the LCLIP, on a
pay-as-you-go basis or to pay debt service on bonds issued to fund the public improvements. Eligible
infrastructure improvements include:
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Street, road, bridge, and rail construction and maintenance;
Water and sewer system construction and improvements;
Sidewalks, streetlights, landscaping, and streetscaping;
Parking, terminal, and dock facilities;

Park and ride facilities of a transit authority and other facilities that support transit-oriented
development;

Park facilities, recreational areas, bicycle paths, and environmental remediation;
Storm water and drainage management systems;
Electric, gas, fiber, and other utility infrastructures;

Expenditures for facilities and improvements that support affordable housing as defined by WA
law.

Providing maintenance and security for common or public areas.

Historic preservation activities authorized under WA law.

The termination date for collection of the additional tax is the earlier of either the date the
additional tax is no longer used or obligated to pay the costs of the public improvements, or a period
from 10 to 25 years. The time period varies depending on what percentage of transferable
development rights assigned to the city are either:

O

@)

used in building permits within the LCLIP, or

acquired by the city for use in the LCLIP or for extinguishment

The percentages of transferable development rights that must be achieved to access the additional
tax are:

O

25% of the city’s specified portion of transferable development rights are used in the LCLIP or
purchased by the city = 10 years

50% of the city’s specified portion of transferable development rights are used in the LCLIP or
purchased by the city = 15 years

75% of the city’s specified portion of transferable development rights are used in the LCLIP or
purchased by the city = 20 years

100% of the city’s specified portion of transferable development rights are used in the LCLIP or
purchased by the city = 25 years

Appendix D-4



E-page 227 Attachment A

APPENDIX E: TDR RULE

Chapter 365-198 WAC

Interlocal Terms and Conditions for the Transfer of Development Rights

NEW SECTION
WAC 365-198-010 Authority and purpose (1) Chapter 43.362 RCW establishes a regional transfer of
development rights program in central Puget Sound, including King, Pierce, Kitsap, and Snohomish
Counties and the cities and towns within these counties. A transfer of development rights program is a
market-based exchange mechanism that encourages the voluntary transfer of development rights from
sending areas that a community wants to conserve to receiving areas where growth and the
infrastructure to support growth are planned. Participation in the regional transfer of development
rights program by counties, cities and towns is optional.

(2) The purpose of this chapter is to make it easy to transfer development rights from counties to cities
and towns in the regional transfer of development rights program. The purpose of the regional transfer
of development rights program is to conserve resource, rural and other land prioritized for conservation
consistent with RCW 43.362.040 and county transfer of development right programs, and to encourage
growth in cities and towns consistent with the state growth management act under chapter 36.70A
RCW.

(3) The purpose of this chapter is to adopt by rule terms and conditions of an interlocal agreement for
transfers of development rights between counties, cities, and towns. Counties, cities, and towns
participating in the regional transfer of development rights program have the option of adopting the
terms and conditions by reference to transfer development rights across jurisdictional boundaries as an
alternative to entering into an interlocal agreement under chapter 39.34 RCW. If a city or county
chooses to adopt the terms and conditions provided in this rule, nothing in this chapter prohibits the city
or county from adopting additional terms and conditions in the adopting ordinance or resolution.

(4) This chapter shall be deemed to provide an alternative method to an interlocal agreement for
transferring development rights between a county and city or town under the regional transfer of
development rights program, and shall not be construed as imposing any additional condition upon the
exercise of any other powers vested in counties, cities and towns. Nothing in this chapter prohibits a
county, city, or town from entering into an interlocal agreement under chapter 39.34 RCW to transfer
development rights under the regional program.

NEW SECTION
WAC 365-198-020 Applicability (1) This chapter applies to transfers of development rights between
King, Pierce, Kitsap and Snohomish Counties and the cities and towns within these counties. This chapter
only applies to transfers from county-designated sending areas consistent with RCW 43.362.040 to city
or town-designated receiving areas. Transfers of development rights may be between any county and
any city or town within the four-county region. A transferring county shall consult in good faith with the
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county in which a city is located in regards to transfers of development rights between counties and
cities, and the subsequent designated receiving area and receiving area ratio in the city or town.

(2) Utilization of this chapter for transfers of development rights between King, Pierce, Kitsap and
Snohomish Counties and the cities and towns within these counties is optional.

(3) Prior to using this chapter for transfers of development rights, a county must adopt transfer of
development rights policies or regulations that designate sending areas consistent with RCW 43.362.040
and procedures to implement the regional transfer of development rights program.

(4) Prior to using this chapter for receiving development rights, a city or town must adopt policies or
regulations that designate receiving areas and state the receiving area ratio or ratios for rights to be
received.

(5) The terms and conditions that are adopted by reference by a city or town in sections 4 and 6 are
not binding on the city or town unless the transferring county has also adopted required language in
sections 5 and 6 by reference. Conversely, the terms and conditions that are adopted by reference by a
transferring county in sections 5 and 6 are not binding on the county unless the receiving city or town
has also adopted required language in sections 4 and 6 by reference.

NEW SECTION
WAC 365-198-030 Definitions The definitions in this section apply throughout this chapter unless the
context clearly requires otherwise.

(1) "Department" means the department of commerce.

(2) "Development rights credit" means the tradable good representing development rights.
Development rights credits are purchased and sold, either on the open market or through a transfer of
development rights bank. For sending site landowners, credits are assigned and certified by the
transferring county based on the number of development rights assigned to their property pursuant to
the county's transfer of development rights program. For developers, credits are based on the receiving
area ratio.

(3) "Receiving area ratio" means the number or character of development rights that are assigned to a
development right for use in a receiving area. Development rights in a receiving area may be used at the
discretion of the receiving area jurisdiction, including but not limited to additional residential density,
additional building height, additional commercial floor area, or to meet regulatory requirements. The
receiving area jurisdiction exercises its discretion regarding the use of development rights when it
adopts policies or regulations to allow the use of development rights.

(4) "Receiving areas" are lands within and designated by a city or town in which transferable
development rights from the regional transfer of development rights program established by this
chapter and certified by the transferring county may be used.

(5) "Receiving cities and towns" mean the cities and towns that have chosen to participate in the

regional transfer of development rights program by receiving development rights pursuant to RCW
43.362.060.
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(6) "Regional transfer of development rights program" means the regional transfer of development
rights program established by RCW 43.362.030 in central Puget Sound, including King, Pierce, Kitsap, and
Snohomish Counties and the cities and towns within these counties.

(7) "Sending area" includes those lands designated by the county as sending areas from which
transferable development rights can be sold, and that meet conservation criteria as described in RCW
43.362.040 as follows:

(a) Land designated as agricultural or forest land of long-term commercial significance;

(b) Land designated rural that is being farmed or managed for forestry;

(c) Land whose conservation meets other state and regionally adopted priorities; and

(d) Land that is in current use as a manufactured/mobile home park as defined in chapter 59.20 RCW.

(8) "Sending area ratio" means the number of development rights that a sending area landowner can
sell per the transferring county's transfer of development rights program.

(9) "Transfer of development rights" includes methods for protecting land from development by
voluntarily removing the development rights from a sending area and transferring them to a receiving
area for the purpose of increasing development density or intensity in the receiving area.

(10) "Transfer of development rights bank" means an entity operated by a county or other public
agency or private organization for the purpose of buying, selling, and holding development rights or
facilitating private development right transactions between landowners and developers.

(11) "Transferable development right" means a right to develop one or more residential units,
including fractions of residential units, in sending areas that have been certified by the transferring

county, and can be sold and transferred for use consistent with:

(a) A transferring county's adopted program and the regional transfer of development rights program;
and

(b) A receiving ratio adopted by the city or town for development in a designated receiving area.

(12) "Transferring county" means the county that has agreed to participate in the regional transfer of
development rights program pursuant to RCW 42.362.060.

NEW SECTION
WAC 365-198-040 Terms and conditions for cities and towns (1) Cities and towns that choose to the
use this chapter as an alternative to an interlocal agreement must adopt the following terms and
conditions by reference to this chapter in an ordinance or resolution:

(a) The city or town has adopted policies or regulations for receiving areas per attached ordinance(s)
or resolution(s);

(b) Upon good faith consultation with the transferring county, and the county from within which the
city is located, the city or town has designated receiving areas in the city or town within which

Appendix E-3



TOTEM LAKE TDR AND TIF STUDY

E-page 230 Attachment A

transferable development rights or development rights credits may be used per attached ordinance(s)
or resolution(s);

(c) Upon good faith consultation with the transferring county, and the county from within which the
city is located, the city or town has adopted receiving area ratio or ratios for the transferable
development rights or development rights credits to be received per attached ordinance(s) or
resolution(s);

(d) The city or town, in consultation with the county from within which the city or town is located and
the transferring county, shall develop a process to notify the transferring county when it has approved
the use of transferable development rights or development rights credits for a specific project in the
designated receiving area to allow the transferring county to track and extinguish credits as they are
used. For purposes of this chapter, a city's or town's approval under this subsection occurs when the city
or town planning department has issued the first building permit for a project using development rights
credits. Prior to development approval, the city or town shall consult with the transferring county to
ensure the development rights credit or credits proposed for development use in the designated
receiving area are valid. The county shall respond to the city or town as to whether the development
rights credits are valid within a reasonable time; and

(e) The city or town shall work with the transferring county and the department to identify
performance measures consistent with RCW 43.362.070 to report to the transferring county and the
department.

(2) Optional terms that a city or town may adopt verbatim or by reference are:

(a) Upon good faith consultation with the transferring county, the city or town shall identify the
sending areas from which the city or county agrees to accept transferable development rights.

(b) The city or town has estimated the capacity for development with transferable development rights
(or development rights credits) from the transferring county per attached ordinance(s) or resolution(s).

(c) The city or town shall establish and operate a transfer of development rights bank to purchase, sell,
and hold development rights.

NEW SECTION
WAC 365-198-050 Terms and conditions for counties (1) Counties that choose to use this chapter as an
alternative to an interlocal agreement must adopt the following terms and conditions by reference to
this chapter in an ordinance or resolution:

(a) The county has adopted policies, regulations and administrative procedures to implement the
regional transfer of development rights program, including but not limited to:

(i) Facilitating and promoting the qualification and certification of transferable development rights to
eligible property owners for the sale of their transferable development rights from properties in the
county's designated sending areas consistent with RCW 43.362.040;

(i) Establishing procedures to facilitate the sale of transferable development rights or development
rights credits; and
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(iii) Establishing procedures to require, maintain, and enforce deed restrictions on a sending site from
which transferable development rights or development rights credits are purchased in order to prohibit
those sites from being developed in violation of deed restrictions.

(b) The county shall notify receiving cities and towns by December 31 of each year the number of
available development rights credits remaining in designated sending areas.

(i) If the city or town, in consultation with the transferring county, has identified the sending area or
areas from which it has agreed to accept transferable development rights the notification shall indicate
the number of credits remaining in that sending area for the respective city or town.

(ii) If the county administers a transfer of development rights bank, annual notification of transactions
shall be provided.

(2) Optional terms that a county may adopt by reference to this chapter in an ordinance or resolution:

(a) The county shall establish and operate a transfer of development rights bank to purchase, sell, and
hold development rights.

(b) The county shall facilitate private transferable development rights transactions between willing
sellers and buyers.

NEW SECTION
WAC 365-198-060 Joint terms and conditions for counties, cities and towns Counties, cities, and
towns that choose to use this chapter as an alternative to an interlocal agreement must adopt the
following joint terms and conditions by reference to this chapter in an ordinance or resolution:

(1) The county and city or town shall establish an evaluation and monitoring program based on
guantitative and qualitative performance measures developed by the department for monitoring the
regional transfer of development rights program under RCW 43.362.070.

(2) The county and city or town shall enter into a dispute resolution process through mediation, with
an agreed upon mediator and process, if agreement cannot be reached regarding interpretation or
implementation of any terms and conditions in this chapter adopted by reference. The parties shall use
the mediation process in good faith to attempt to come to agreement early in the process, and prior to
any appeals or litigation that they might otherwise be entitled to bring.

(3) The terms and conditions in this chapter adopted by reference shall become effective on the
effective date of the adopting ordinance or resolution.

(4) The county, city or town may repeal the provisions of this chapter adopted by reference upon 90
days' written notice by the transferring county to the cities or towns or by cities and towns to the
transferring county if:

(a) The city or town's development regulations allowing the use of development rights credits, or the

provisions of the county's development regulations allowing transfer of development rights to cities are
held invalid by any court of competent jurisdiction in a final judgment no longer subject to appeal; or
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(b) The county, city or town materially defaults in the performance of the obligations as set forth in
provisions of this chapter adopted verbatim or by reference, and fails to cure the default within thirty
(30) days' of receipt of written notice from the county, city or town.

(5) A city or town's repeal of the terms and conditions in this chapter adopted by reference shall not
affect the use of development rights credits previously certified by the county. Development credits
certified by the county prior to repeal by the city or town that have not been used in the city or town's
receiving area may be used in the county's or another city or town's designated receiving area.

(6) The city or town shall indemnify and hold harmless the transferring county and its officers, agents
and employees or any of them from any and all claims, actions, suits, liability, loss, costs, expenses, and
damages of any nature whatsoever, by reason or arising out of any negligent action or omission of the
city or town, its officers, agents, and employees, or any of them, in performing obligations pursuant to
this chapter. In the event that any suit based upon such a claim, action, loss, or damage is brought
against the county, the city or town shall defend the same at its sole cost and expense, provided that the
transferring county retains the right to participate in said suit if any principle of governmental or public
law is involved; and if final judgment be rendered against the transferring county and its officers, agents,
employees, or any of them, or jointly against the city or town and transferring county and their
respective officers, agents, and employees or any of them, the city or town shall satisfy the same.

(7) The transferring county shall indemnify and hold harmless the city or town and its officers, agents
and employees, or any of them from any and all claims, actions, suits, liability, loss, costs, expenses, and
damages of any nature whatsoever, by reason or arising out of any negligent action or omission of the
transferring county, its officers, agents, and employees, or any of them, in performing obligations
pursuant to this chapter. In the event that any suit based upon such a claim, action, loss, or damage is
brought against the city or town, the transferring county shall defend the same at its sole cost and
expense, provided that the city or town retains the right to participate in said suit if any principle of
governmental or public law is involved, and if final judgment be rendered against the city or town and its
officers, agents, and employees, or any of them, or jointly against the city or town and county and their
respective officers, agents, and employees, or any of them, the county shall satisfy the same.

(8) The county and city or town acknowledge that if the claims, actions, suits, liability, loss, costs,
expenses and damages referenced in subsections (6) and (7) of this section are caused by or result from
the concurrent negligence of the city or town, its agents, employees, and/or officers and the county, its
agents, employees, and/or officers, the provisions of this chapter adopted by reference shall be valid
and enforceable only to the extent of the negligence of each party, its agents, employees and/or
officers.

NEW SECTION
WAC 365-198-070 Template for adopting terms and conditions The department shall provide an
ordinance or resolution template for adopting terms and conditions verbatim by reference consistent
with this chapter for use by counties, cities and towns participating in the regional transfer of
development rights program.
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RESOLUTION R-5057

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND
EXPRESSING THE CITY COUNCIL'S SUPPORT FOR REGIONAL
TRANSFER OF DEVELOPMENT RIGHTS AND THE CITY COUNCIL'S
WILLINGNESS TO CONSIDER REGIONAL TRANSFER OF DEVELOPMENT
RIGHT POLICIES AS PART OF THE COMPREHENSIVE PLAN UPDATE
AND IMPLEMENTING DEVELOPMENT REGULATIONS, FILE NO CAM13-
1936.

WHEREAS, the Kirkland Comprehensive Plan contains goals of
implementing regional growth management strategies to help reduce
sprawl, including goals which support the preservation of open space,
encourage coordination with other jurisdictions, and support incentive
programs to achieve these goals; and

WHEREAS, the Washington State Growth Management Act ("GMA"),
RCW 36.70A, establishes a policy of directing development density into
urban areas and discouraging development of rural land; and

WHEREAS, the GMA encourages the conservation of productive
forest and agricultural lands and the retention of open space to conserve
fish and wildlife habitat and enhance recreational opportunities; and

WHEREAS, the GMA requires counties to adopt county-wide
planning policies in cooperation with cities; and

WHEREAS, by Interlocal Agreement, King County (“*County”) and the
City of Kirkland (“City”) adopted and ratified the Countywide Planning
Policies for the County; and

WHEREAS, the Countywide Planning Policies call for programs and
regulations to protect and maintain the rural character of farm and
forest lands and direct growth to cities and urban centers; and

WHEREAS, the City recognizes the importance of working with the
County to reduce sprawl and protect lands important to salmon habitat,
farmlands, and forestlands by encouraging development in designated
urban centers, while funding and creating urban infrastructure
necessary to foster livability in growing communities; and

WHEREAS, regional Transfer of Development Rights ("TDR") is an
important tool that can help the City and the County achieve these
goals; and

WHEREAS, in 2011, the Washington State Legislature approved, and
the Governor signed, ESSB 5253, also called the Landscape
Conservation and Local Infrastructure Program (“LCLIP"); and
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WHEREAS, LCLIP is a new tool for cities and counties to partner on
a program that links regional TDR with local infrastructure financing;
and

WHEREAS, under LCLIP, in exchange for the City receiving TDRs
from rural and resource lands for increased urban development, the
County may partner with the City to help fund City infrastructure
investments and public improvements to support the new growth by
sharing a portion of the County’s property tax revenue with the City;
and

WHEREAS, the City partnered with the County on a National
Estuaries Program grant to pay for consultant studies to evaluate
implementing regional TDR and the economic feasibility of LCLIP and
other financing tools to fund infrastructure to support growth in the
Totem Lake Urban Center; and

WHEREAS, the consultant analyses indicate that: (1) a modest but
implementable regional TDR program may be possible in Totem Lake’s
TL-5 zone, and (2) LCLIP could be a useful tool with modest financial
benefits to the City, but would need to be timed to be implemented
alongside future City development agreements in the Totem Lake Urban
Center; and

WHEREAS, the cities of Seattle, Bellevue, Issaquah, Sammamish,
and Normandy Park have entered into TDR interlocal agreements with
the County; and

WHEREAS, any future TDR interlocal agreement between the City
and the County should include funding from the County for public
amenities in the City’s neighborhoods that accept rural development
rights for greater development.

NOW, THEREFORE, be it resolved by the City Council of the City of
Kirkland as follows:

Section 1. The City Council supports the concept of regional
Transfer of Development Rights (TDR) and partnering with King County
on a regional TDR effort, at the appropriate time, through an interlocal
agreement.

Section 2. As part of the City’s update to its Comprehensive Plan,
by or before June 2015, the City Council will consider amending existing
policies and incorporating new policies into the City’s Comprehensive
Plan that provide broad support for TDR, similar to those shown in the
attached Exhibit A and by this reference incorporated.
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Section 3. As part of the City’s update to its Comprehensive Plan,
by or before June 2015, the City Council will consider incorporating
development regulations into the City’s Zoning Code to implement TDR
policies similar to those shown in Exhibit A and by this reference
incorporated.

Passed by majority vote of the Kirkland City Council in open

meeting this day of , 2014,
Signed in authentication thereof this day of ,
2014.
MAYOR
Attest:
City Clerk
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Exhibit A

Comprehensive Plan

As part of the City’s update to its Comprehensive Plan, existing policies may be revised and new
policies may be incorporated to provide support for the use of the Transfer of Development
Rights (TDR). These policies may be similar to those shown below. Amended and new text is
shown as bold or italicized:

VI. Policy LU-7.4: Work with adjacent jurisdictions and State, federal, and tribal governments
to identify and protect open space networks to be preserved within and around Kirkland.

Preserving open space corridors inside and surrounding the City need not conflict with
private property rights or preclude the reasonable use of land. To this end, a variety of
strategies should be considered that provide opportunities for negotiating “win-win”
approaches to preservation and development including market-based tools such as
Transfer of Development Rights.

X. Policy XX-XX: Consider market-based conservation tools such as Transfer of
Development Rights to protect farmland and forestland within the region, salmon
conservation, and water quality purposes.

X. Policy XX-XX: The City should consider partnering with King County on a
regional TDR effort, at the appropriate time, through an interlocal agreement
(ILA). The ILA should require King County to provide the City with funding for
public improvements in the neighborhoods accepting the increased development
capacity through TDR.

XIII. Policy CF-5.3: Use a variety of funding sources to finance facilities in the Capital Facilities
Plan.

XIII. Policy CF-5.11: Where appropriate, the City may use infrastructure-financing
programs to fund capital improvements in areas designated for growth.

V. Policy NE-2.4: Improve management of stormwater runoff from impervious surfaces by
employing low impact development practices where feasible through City projects, incentive
programs, such as Transfer of Development Rights, and development standards.

Zoning Code

Regulations to implement amendments to Comprehensive Plan policies in support of TDR
should include regulations that should incorporate the concepts noted below:

e The TL-5 zone in the Totem Lake Urban Center should be considered as a possible
receiving area for regional TDRs. The City should consider amending the Zoning Code
for the TL-5 zone to allow for increases in maximum floor area ratio (FAR) or other
development incentives tied to the use of regional TDR with King County.
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Provisions for increased development capacity should be established through
development agreements for properties that participate in regional TDR. LCLIP should
be considered alongside any future development agreement the City contemplates for
properties located within the Totem Lake Urban Center.



	Agenda_060314
	3a_StudySession
	3a_Staff Memo

	3a_Attach 1

	3a_Attach 2

	5a_HonorsProclamations
	5a_Staff Memo

	5a_Proclamation


	5b_HonorsProclamations
	5b_Staff Memo

	5b_Attachment 


	8a1_ApprovalofMinutes
	8a2_ApprovalofMinutes
	8d_Claims
	8e1_AwardofBids
	8e1_StaffMemo

	8e1_Attach A

	8e1_Attach B 

	8e2_AwardofBids
	8e2_Staff Memo

	8e2_Attach A

	8e2_Attach B

	8e2_Attach C 
	8e2_Attach D


	8f1_EstablishingLienPeriod
	8f1_Staff Memo

	8f1_Attach A

	8f1_Attach B

	8f2_EstablishingLienPeriod
	8f2_Staff Memo

	8f2_Attach A

	8f2_Attach B


	8h1_OtherBusiness
	8h1_OtherBusiness

	8h1_O-4443

	8h1_O-4443 Pub Summ


	10a_UnfinishedBusiness
	10a_Staff Report

	10a_Attachment 


	10b_Unfinished Business

	10b_Staff Memo

	10b_Attach 1

	10b_Attach 2


	11a_NewBusiness
	11a_Staff Memo

	11a_Attach A

	11a_R-5057

	11a_R-5057 Exh A





