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Overview
» Formation of Industrial Development Districts (chapter 53.25
RCW)

« Tax Levy for Industrial Development Purposes (chapter 53.36
RCW)

« What makes IDD property different from other Port property
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Formation of IDD
chapter 53.25 RCW
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Formation: What is an IDD?

» Geographic areas designated by Port Commission action following a process
outlined in RCW 53.25.040.

* May include any area (port owned or other owners) within the Port District.

. Several Port districts have declared their entire Port a “industrial
development district”.
. Others have created multiple industrial development districts.

» The boundaries may be changed to delete land by Port Commission action.

« Several ports have the entire port district in an IDD and some port districts have
several
» Port of Port Townsend — Jefferson County
» Port of Douglas — four IDD
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Formation: What are Marginal Lands?

Must be defined and characterized by one of these condition:

An economic dislocation, deterioration, or disuse resulting from faulty planning.
The subdividing and sale of lots of irregular form, shape and inadequate size.
Disregard of the contours and other physical characteristics.

Inadequate streets, open spaces, and utilities.

Areas which are subject to being submerged by water.

Depreciated values, impaired investments, and social and economic
maladjustment.

In some parts of marginal lands, a growing or total lack of proper utilization of
areas.

8. Aloss of population and reduction of proper utilization of the area.

9. An assessed valuation of insufficient amount to permit the establishment of a lid.
10. Lands which are not devoted to industrial use, but which are necessary to
industrial development.
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Formation: What qualifies as “industrial land
use” and “harbor improvements™

» There is no definition in the statute for “industrial development” or “harbor
improvements” in the statutes.

« Each such improvement must be evaluated by the commission with
rational findings as to how each improvement relates to industrial
development or harbor improvements.
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Formation: Steps

1. Identify the geographic area of the proposed IDD
2. Analyze the “marginal lands”
3. Prepare draft resolution finding marginal lands and that the creation of the

industrial development district is proper and desirable creating the IDD
4. Hold public hearing

5. Adopt a resolution creating the IDD

6. Amend CSHI
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Tax Levy for IDD
Chapter 53.36 RCW
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Tax Levy: RCW 53.36.100 and .160

« Tax levy on entire port district but money only spent in the industrial development
district
 Old statute RCW 53.36.100
= Two (or three if the port district boarders the Pacific Ocean) six-year levies
> $.45 per thousand of AV for each year
= Second (and third) levy subject to blocking petition by 8% of voters
= Expires January 1, 2026

* New statute RCW 53.36.160 (2015)
=  Maximum of $2.70 per thousand of AV ($.45 x 6 =$2.70)
=  Six years to twenty years or anything in between
= Uses the base year so no appreciation except new construction
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Tax Levy: Collection

 Collecting the Levy
= Shortest Time - 6 Year Collection Period ($.45/$1000 AV) - No more
than $2,025,000 per year using the example
» Longest Time - 20 Year Collection Period - Collect up to the maximum
$12,150,000 dollar amount of the Levy with variable IDD tax rates over
20 years. (for example, $.135/$1,000 AV over 20 years)
= No requirement to collect the total amount of the Levy or to levy in each
year
« Each year the commission can set the $$$ amount of the Levy to be collected
for the following year. This is used to calculate the levy rate.
= Any amount of the $12,150,000 left after 20 years is lost
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What make IDD Property Different:
Overview of Powers & Limitations
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IDD Powers

In order to undertake improvements for industrial development or harbor improvements the Port
may:

» Develop and improve the lands within such industrial development district to make the
same suitable and available for industrial uses and purposes;

» Dredge, bulkhead, fill, grade, and protect such property;

» Provide, maintain, and operate water, light, power and fire protection facilities and services,
streets, roads, bridges, highways, waterways, tracks, and rail and water transfer and
terminal facilities and other harbor and industrial improvements;

» Execute leases of such lands or property or any part thereof;

 Establish local improvement districts within such industrial development districts;

» Levy special assessments under a local improvement district over a period not exceeding
ten years, on all property specially benefited by any local improvement and bond the
improvements based upon collection of the LID assessments;

* Perhaps, exercise with respect to and within such industrial development districts all the
powers now or hereafter conferred by law upon port districts.
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Limitations

« RCW 53.25.110 — Sale authorized
» Commission must first determine its in the public interest

« RCW 53.12.120
= Public posting and newspaper notice offer a public hearing on the sale

= Notice and public hearing
» Deed restriction requiring property be put to the public use

« RCW 53.12.120
» Requires Commission written findings on the record supporting sale

» Subject to three-day appeal period for “arbitrary and capricious”
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Limitations

RCW 53.25.140 — Negotiation or Bid
» [f negotiated the average of two appraisals

RCW 53.12.150-160
Property must be sold for an intended use according to a plan submitted by
the buyer
» Must commence “devote the property to its intended use, or shall
commence work on the improvements thereon to devote it to such use,”
= |f failure to develop the commission may cancel the sale

RCW 53.12.170
= Must be a covenant running with the land

RCW 53.25.190
= Eminent domain powers for “marginal” lands
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Takeaways

» This is complicated stuff

» Read the statutes closely (more than once) and work with your legal counsel to
map out the process

» You are not alone - Learn from other ports that have went through this process
» Remember to amend the CSHI
» Consider boundaries carefully because the levy fund can only be spend inside the
IDD boundary but you collect from the entire district
» Better to go big — cannot add land but can delete land from the IDD
= Can create more than one IDD per port district

» Sale of IDD property (negotiated or bid) requires specific commission findings, a
plan for use and a deed restriction requiring the use

» Remember to apply the port surplusing statutes for sales even though the IDD
process has its own steps
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Thank you!
tschermetzler@csdlaw.com
360-671-1796
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WHY PURSUE AN INDUSTRIAL
DEVELOPMENT DISTRICT

* Need for power and water  Creating IDD provides:

* Clarity
* Statutory authority

 Streamlines collaboration with private sector and local
governments
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RCW 53.25.100 POWERS AS TO
INDUSTRIAL DEVELOPMENT DISTRICTS

e .....to provide, maintain, and operate water, light, power and
fire protection facilities and services, streets, roads, bridges,
highways, waterways, tracks, and rail and water transfer and

terminal facilities and other harbor and industrial
Improvements.....
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KEYS TO ADOPTION

Clear direction from commissioners.
Did not adopt or pursue tax levy.
Communicated in advance what we were

doing and why.




2019 INDUSTRIAL DEVELOPMENT
DISTRICT LEVY

Goals:

EST. 1924

- Shore up failing core infrastructure
- Save Historic properties for current and future job creation
- Invest in state of the art stormwater management

- Enhance recreational facilities

- Invest in projects that diversify both the Port’s revenue and Jefferson

County’s economy



2019 INDUSTRIAL DEVELOPMENT
DISTRICT LEVY

Obstacles:

EST. 1924

- 1967 1DD
- Blocking petition signed by over 2000 citizens

- Vote of the people on the countywide ballot



2019 INDUSTRIAL DEVELOPMENT
DISTRICT LEVY

EST. 1924

- Passed November 5, 1999

- Commissioners voted to levy the full amount of $.45/ thousand for

six years
- This netted $16MM over the six year period

- That $16MM was used to leverage over $41MM for infrastructure

projects.



2019 INDUSTRIAL DEVELOPMENT
DISTRICT LEVY

L essons learned:

EST. 1924

- Develop a comprehensive capital facilities plan

- Make sure you can answer the question Why

- Know who your friends are
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