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AGENDA /

Finance and Economic Development Committee Meeting
Tuesday, March 30, 2010
5:00 p.m. — 6:30 p.m.
City Hall South Conference Room

Call to Order
Approval of minutes of the March 2, 2010, meeting
Review of discussions with commercial real estate brokers — 15 minutes

Presentation on downtown development code issues of concern from the
development community — 35 minutes

Discussion of downtown building heights and viable modern architectural design
needs — 35 minutes

Committee member comments

Future meetings
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MINUTES — FINANCE AND ECONOMIC DEVELOPMENT COMMITTEE MEETING
March 2, 2010
South Conference Room
21630 11" Avenue South, Des Moines, WA

Council Members City Staff

Carmen Scott — Chair Tony Piasecki — City Manager

Matt Pina Grant Fredricks — Director PB&PW
Melissa Musser — absent Lorri Ericson — Assistant City Manager

Robert Ruth — Development Services Manager

Denise Lathrop — Planning Manager

Marion Yoshino — Economic Development
Manger

1. CALL TO ORDER

Councilmember Scott called the meeting to order at 5:03 p.m.

2. Approval of minutes of the February 16, 2010, meeting

The minutes of the February 16, 2010, meeting were approved by consensus.

3. Review of Commercial Real Estate Brokers Roundtable

Economic Development Manager Yoshino provided a brief summary of the meeting. It was a good
opportunity for the brokers to get together to provide feedback to the city and for them to get to
know each other. Some felt a quarterly meeting would be a good idea. Chair Scott commented that
they brokers provided information regarding code issues that can keep a project in downtown from
“penciling”. For example, she noted that building heights was brought up by just about every
broker at the meeting. Copies of notes taken by Chair Scott and Councilmember Kaplan were
included in the packet for this meeting, in addition to notes from Brooks Powell regarding potential
low-cost economic incentives the City could offer, and information regarding the City’s authority to
give B&O tax exemptions. (see attached)

4. Review and Discussion of Downtown Zoning Code

Chair Scott led the Committee in a general discussion of downtown zoning and in particular the
height allowances in the code. Issues discussed included:
e Downtown’s elevation profile may allow allowed heights in some areas to g0 up without
blocking or impeding anyone’s view.
e Views are not guaranteed.
e Building modulation and bigger setbacks on upper floors can create view corridors to
mitigate higher heights.







e If owners believe their property values go down because their view is impacted in some way
can appeal their value.

e Many cities have codes that mitigate height and view issues. The Committee directed staff
to research these codes.

e Many properties in the downtown area do not have thirty-five foot buildings on them. The
code allows this height now and if these properties were built to the maximum, some current
views would be affected.

e The City may want to remove from the code some uses that are currently allowed in the
downtown, such as boat yards.

e Some of the hard-coded requirements of the code could be impeding good projects, such as
the requirement that at least 60% of floor area on the first floor of a mixed use must be non-
residential. Does parking provided on the first floor for the residential use count as
residential use? Should the City consider relaxing this?

5. Review and Discussion of the Sign Code

The Committee did not have time to discuss this item. It will be scheduled at a future meeting.

6. Committee member comments

Chair Scott commented that she was concern about the image of Des Moines that was being created
as a result of the Police Blotter item that is now a regular feature of the Waterland Blog. She also
noted that Seatlesouthside is using pictures of Des Moines on its website.

7. Future meetings

- . . . d ' I s B
The Committee decided that its next meeting would be on March 24™ or sometime soon thereafter.

Adjourned at 6:30 p.m.

Respectfully submitted by:
Tony Piasecki, City Manager
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Yes, you have some leeway in crafting your own B&O tax credits. The statutes governing the
state B&O tax do not apply to the city's B&O tax; the city's B&O tax authority derives from
RCW 35.21.706 -.710, and is restricted by the provisions of the model B&O tax ordinance
developed pursuant to the mandate in chapter 35.102 RCW. See the AWC web page on the
Model B&O QOrdinance for more information on the model ordinance. The city is free to develop
tax credits not addressed by the mandatory provisions of the model ordinance; RCW
35.102.040(3) states that “Except for the deduction required by RCW 35.102.160 and the
system of credits developed to address multiple taxation under subsection (2)(a) of this
section, a city may adopt jts own provisions for tax exemptions, tax credits, and tax
deductions.” (Emphasis added.)

The other potential limitation of the ability of the city to provide a tax credit is the state
constitution. It could be argued that a tax credit for start-ups would be an unconstitutional gift
of public funds, in violation of article 8, section 7 of the state constitution. But, we think it is a
reasonable classification, the credit has a proper municipal purpose, and there is no “donative
intent” here. So, yes, we think the city could develop a credit for a uniform class of employers
that are start-ups, e.g., during their first three years of operation in the city.
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Assumption: The City iss probably operating at the lowest possible overhead at this : .
point. Expenses and staff have been trimmed as much as possible to allow for the City to :
balance the budget. Given that efficiency, what incentives or initiatives can the City |
create that won’t decrease revenue, but will stimulate economic development and '
increase revenue in the future. We need to jump start the economy in Des Moines. : !

Step One: Do a quick inventory of all vacant land and vacant retail’ commercial space in
the City. Most any brokerage company will have this information readily available

Step Two: Identify property and building owners from Step One. Contact these owners : .
w/ your Step 3 and Step 4 :

Step Three: Construction Incentive:

-Provide a 10 year property tax freeze, with only a cost of living increase each year. This
allows property owners to build on their properties while keeping operating costs low.
Assessments will move to market at year 1 1. .

-Waive any city sales tax and b & o tax on the construction of new buildings. This will
reduceé the cost of construction and make Des Moines more attractive.

-Waive any permit fees, fransportation, parks etc. on permitting for 3 years. The city

already has a minjmum staff to run planning and building. Just be more efficient. This
will cause a huge PR bonanza and dévelopess will rush to Des Moines.

_Guarantee small project building permits in 30 days. Big projects in 90 days. It is the
project owners job to get the plans right. The city just does a cursory overview. IT is not
the city’s job to make sure the plan is to code, it is the architect, engineer etc. Let them do
their job.

Step 4: Retail/Commercial Incentive -

-identify all the commercial/retail brokers in greater Puget Sound .

-put together an offer to all businesses that relocate or start in Des Moines. Send this offer
to all brokers.

Offer:

-All city sales tax waived for 3 yeats

-all City b and o tax waived for 3 years

-1/i permit done over the counter

~change of use updating waived

-change of use waived

_waive parking requirements until parking is an issue

-plan on doing a ULID to build some parking structures in the future (Savannah GA.)
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ECOMONIC DEVELOPMENT DISCUSSION .2-24-10 - at Police Station Meeting room.
Meeting called by Marion Yoshino - Economic Development Director - City of Des Moines, WA.
Notes by Carmen Scott

Attendees:

Brooks Powell - Powell Brothers Construction

Andy Langsford - Realtor and joint owner of properties in downtown Des Moines

Tony Hettler - Broker - John L. Scott - Des Moines

Michael Ewing - Colliers International

Kevin Carl - Real Estate Project Implementation & Management - UIG

Rob Larsen - Commercial Realtor & Real Estate Advisor

Tom Roush - Commercial Realtor along Hwy 99 for 30 years

Larry Hoff - long term Commercial Realtor / Leasing agent - Burien/Des Moines/ Highline
City Staff:

Tony Piasecki, Roger Baker, Grant Fredricks, Marion Yoshino, Denise Lathrop
Council Members:

Carmen Scott - Finance & Economic Development commuttee

Dave Kaplan - Public Safety & Transportation committee, Mayor Pro Tem

DISCUSSION:
Michael Ewing

In November & December 2009, NOTHING was happening with representatives of
regional brands, the large entities. We are starting to see some activity this spring.
It tends to be the younger generation. Their attitude is not as negative as the older
generation.
Federal Way has 30% vacancies in First Class office space. So do other areas with
LARGE square footage buildings. Des Moines and SeaTac have a lesser percent of
vacancies because they don’t have the huge empty buildings.

Andy Langsford
The phones are still pretty quiet.
“Downtown Des moines is a Jewel”
He is working on acquiring 5 houses that are side-by-side on Marine View Drive.
They have over an acre downtown on 7th Avenue.
Downtown is the CORE - flexibility is needed from the city.
Raising the height limits to 45 or 55 feet would spur growth.
Determine the ISSUES. Lay the facts on the table. Find SOLUTIONS
(Andy spoke about more flexibility for boat storage yards.)
Grant Fredricks questioned whether encouraging more boat storage in down-
town commercial areas was leading to the right balance point for future
downtown development. (A possible hindrance to city development concepts)
Rob Larsen
Commented that a $4,000,000 to $5,000,000 mvestor isn’t going to keep boat storage
for long, they would redevelop for a better return on investment.
Tom Rousch
Commented that SeaTac has similar problems with privately owned parking lots.
SeaTac has created a contract, executed by a council/developer agreement, which
stipulates a significant fine (example $500,000.) if the property is not redeveloped
per terms and stipulated time (example S years) agreed to in the contract.

1




Tony Hettler
THINK! - What does Des Moines have that would draw people with disposable income?
Michael Ewing

Des Moines needs to RECOGNIZE WHAT THEY ARE.

-Needs an obvious ENTRANCE to town.

Needs “COLLEGE KID SHOPPING” - LINKED to the college area.

Needs GROUND transportation connections to other places.

_ Listen to the builders (mentioned David Litowicz)

-TACOMA just did a very large study of HEIGHT LIMITS. Different answers for
various kinds of areas. Added heights can be negotiated with mitigation fees
that support parks or transportation.

_MIXED USE IS A BEAR. It only works on 5 stories and up. [thastobea
good-sized project to pencil out.

~The City needs to have open arms. Get in the trenches with the developers.

_AFFORDABLE HOUSING means 800 - 1000 sq.ft. Developers are looking for
those opportunities. (Dave K or someone mentioned that Des Moines already
has more than its fair share of affordable housing.)

_MIXED USE is driven by parking - need 2 cars inside the complex for every living
unit. (Once all lots are built on, adequate parking will be a problem if it wasn’t
addressed properly in the beginning).

_The Magic Number (HEIGHT) m Tacoma has been 70 to 85°, otherwise the project
doesn’t pencil out.

Dave Kaplan

This City Council WANTS downtown to flourish. Give us suggestions on how to

prompt property owners to make repairs, do improvements.

(Later there are response comments 0n this subject by Larry Hoff & Kevin Carl)

Kevin Carl

-He is partnering in potential Des Moines projects. Current commercial height limits
don’t allow projects to pencil out.

The Marina alone wont attract the necessary critical mass of people.

EDMONDS is situated similarly, they have the advantage of a dynamic flow of
outside people through their car-ferry terminal.

_Glad to hear the water main issue is being dealt with.

_PRESERVE VIEW CORRIDORS - VERY IMPORTANT

9 WHAT IS DES MOINES SENSE OF WHAT/WHO IT IS?

-Gather /polish those recreational resources.

-Create Regional interest

_Create a LINKED NETWORK - Downtown to other centers.

- Partner with the college.

_Give people a REASON to come to Des Moines (rather than Seattle, etc.)

Denise Lathrop (focused on downtown planning)
How large a project do you need to make it pencil out?
Kevin Carl

-Halfa city block and 24,000 to 30,000 sq.ft.

_In Montlake Terrace the city government is going out of their way to help growth
with tax incentives, and Dept of Commerce stimulus money for energy
efficient development. VERY EFFECTIVE TOOLS.

2




Michael Ewing

YOU HAVE A BEAUTIFUL WATERFRONT SETTING
It s all on how you promote it.

He has a developer coming in from St. Louis, wants to develop 400 units.

_LOOK AT THE BIG PICTURE - WHAT ARE YOUR DRIVERS?
Waterfront
College
Historic Park (when repaired)
Marine Biology (MaST center at Redondo)

Renton & Bellevue have both invited investors to meetings based on
«wWHY YOU SHOULD INVEST HERE”

Des Moines needs to be aggressive.

Development on Hwy 99
The word on the street is that Des Moines & Kent don’t get along.
Investors and developers don’t want to be caught between contlicts.
Kevin Carl
You are at a real disadvantage if you dont require or provide enough parking.
Michael Ewing
PLAN PARKING IN ADVANCE not when its too late.
Larry Hoff
I work with the “Mom & Pops”. They are on the edge. I am seeing rent reductions
where $1,500 a month is reduced to $1 ,000. We arre still losing parties who have
been in business for years. Square foot rent rates are continuing to decline, now going
down to $6.00 or $8.00 or $9.00. Banks aren’t taking risks. Building owners are
having to absorb losses in order for tenants to stay and survive. An empty space may
not bring rent in again for months, and then may need costly changes for the new
tenant. New tenants have lots of places to choose from, and bargain for improve
ments, better heating, lighting, lower energy costs, easier start-up rates.
Kevin Carl
Every month, tenants need reduced rent to survive.
Michael Ewing
If you are a potential tenant, considering 5 or 6 cities, you will go with the easiest and
fastest to work with.
Rob Larsen
_CREATE A VISION and a plan for downtown Des Moines
_Understand the differences in each part of the city.
-Recognize that OTHER JU RISDICTIONS are aggressively going after the same
investors.
-Educate the Council
-Get the word out about Des Momes
Larry Hoff
_The whole concept is to MAKE IT POSSIBLE.
_CITY - BE MORE FLEXIBLE
-Give people a break during these difficult times.
Andy Langsford
[MPORTANT that downtown identity inchudes “MARINA DISTRICT”

3
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Michael Ewing
Tt is important to be able to say good things about SCHOOLS and low CRIME RATE.

Tony Hettler
There is a degree of “local agent” STIGMA about Des Moines - Flight Noise, crime,
etc. Some agents simply don’t show properties in Des Moines.

Larry Hoff ,

' Minority populations are really growing, it is important to recognize their needs and

preferences and shopping patterns.

Question by Chief Roger Baker: Is crime an issue?
ANSWER: All agreed that there is NOT a fear of crime keeping business away.

NOTE; The meeting was scheduled from 10:00 a.m. to 11:30. Everyone was so engaged in the
discussion that it did not end until 12:20. A suggestion was made that additional meetings
could occur quarterly. The single response was that market conditions were unlikely to
change enough to warrant meeting again that soon.

Craig Roberts intended to attend, but had a scheduling conflict. He currently represents 7 listings
- downtown (owned by Dr. Andrews), and requested a copy of the notes of the meeting.
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Summary of Commercial Realtor/Developer Comments

=

Raising height limits would allow development projects (such as mixed use)

to pencil out — could be limited to select areas. (“We are at the end of the
biggest economic boom in US history and nothing happened in DM, need to
ask why”)

_ VISION has been lacking in DM - needs to be unified, consistent. Create a

plan & stick with it, move forward with long-term commitment.

. Flexiblity in code restrictions “The City being FLEXIBLE with property owners is

important” “Very important now when times are difficult”

. Parking is problematic, necessity of requirements pro & con was debated.

Need to resolve issue for the future in a “win-win” fashion.

_ Promotion — other cities are taking the lead in reaching out to brokers. “Get

out the message, DM is a jewel.”
“put together developers’ incentive pkg & announce it to all brokers in
greater Puget Sound.”

_ Marina District should be more synonymous with downtown Des Moines

identity. “Signs should startat I-5 & 509 and lead people down to the water,
need more promotion of “Marina District” at every opportunity.”

_ Guarantee small project permits in 30 days, large in 90 days. Let City just doa

cursory overview, then put the burden of responsibility on owners to make
sure plan is to code.
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