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How Are Costs Allocated to the TIF Program?

The recommended Whatcom County TIF program is based on weekday PM peak hour
traffic conditions. The weekday PM peak hour typically has the highest volume of traffic and
therefore is used to identify transportation system improvements needed to serve growth.
Weekday PM peak hour traffic forecasts were prepared using a refined version of the
Whatcom Council of Governments (WCOG) travel forecasting model. The travel
forecasting model was used to segment forecasted traffic into four components, as shown
below. On one side you have existing traffic versus growth traffic. The other axis divides
traffic into those trips that have an origin and/or destination within unincorporated
Whatcom County. The only trips included in the impact fee program are growth trips with at
least an origin or destination (or both) within unincorporated Whatcom County.

Origin or
Destination No Origin or
Within Destination
Unincorporated Within Unincorporated
Whatcom County Whatcom County
Existing traffic
sl ! Not charged Not charged
Growth traffic IMPACT FEE
Not charged

Without interlocal agreements, Whatcom County is not able to charge for growth trips that
connect between two cities but use County roadways. For example, a trip from a new
residential dwelling unit in Lynden that uses Hannegan Road to reach Bellingham is not
chargeable in the fee program, although its effects on the County road system are included
through the travel forecasting process.

The travel forecasting model was applied to allocate the costs of TIF projects in each service
area based on the origins and destinations of the growth trips. This results in growth in each
district that benefit from improvements in the other districts contributing to the
improvements in the other districts. This is calculated based on the relative proportion of
growth trips between the various districts and the cities. The allocation process is based on
the following parameters:
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e For growth trips that stay within one service area, that service area is allocated
the full share of the trip.

e  For growth trips that connect between two service areas in unincorporated
Whatcom County, each service area is allocated one-half share of the trip.

e For growth trips that have only one origin or destination within a service area
in unincorporated Whatcom County and the other trip end within a city (or
external to Whatcom County), the unincorporated service area is allocated one-
half of the trip share. The cost share for the other end of the trip is not
collected in the TIF program (but could be the basis in an interlocal
agreement).

e  For growth trips that do not have an origin or destination within an
unincorporated Whatcom County service area, no cost share is allocated to the
impact fee program. These cost shares would be the responsibility of Whatcom
County or regional funding programs.

The impact fee cost shares for each service area are totaled to define the impact fee cost
responsibility for growth in each service area. These cost shares are converted to impact fee
rates, as described later in this report (see page 10).

What Proportion of the Costs of TIF Projects could be
Recovered through the Program?

The total cost of the previously identified Whatcom County transportation projects,
including the draft Birch Bay Subarea Transportation Plan projects, is approximately $435
million. This total cost includes improvements to four intersections to state highways in the
Birch Bay subarea, as previously noted. Only two of the four state intersection
improvements are recommended to be included in the initial TIF program. Other state
highway projects and all improvements within current city boundaries are not included in
that total.

If all 46 TIF-eligible improvements were included in the program, total costs of TIF projects
would be approximately $158 million. Of this, $44 million (28 percent) in revenues could be
generated over the next 20 years or so. This would require the County to commit up to $114
million over the next 20 years to fully fund the improvement projects included in the TIF.
This represents approximately two-thirds of the County’s current revenues used for funding
capital transportation improvements (property and gas taxes, grants, general funds, real
estate excise taxes, etc.). Because all of the growth-related TIF projects may not be the
County’s highest priority needs over 20 years (safety, preservation, and replacement of
bridges may be more important at any given time), committing two-thirds of current
revenues would limit the County’s ability to fund other high priority transportation
improvements.

Therefore, the recommended TIF program includes only 21 TIF-eligible projects covering
approximately $82 million of the $435 million in total County capital transportation projects
costs. The impact fee program would recover approximately $23 million (28 percent) of the
$82 million in the costs of the highest priority TIF-eligible projects. The cost recovery total
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and percentage were calculated based on the resulting growth trips and the cost allocation
process based on the proportional impacts of growth origins and destinations by TSA. The
relatively low percentage of cost recovery reflects the high percentage of growth trips that
have an origin or destination within one of the County’s cities or external to Whatcom
County. These trips either have one-half share or zero share allocated to the TIF funding for
growth in unincorporated Whatcom County.

Potential Impact Fee Revenues versus Total
Transportation Improvement Costs

$23 million ORecommended Program:
5J% Potential Impact Fee Costs

Recovered through the TIF

ORecommended Program:
Impact Fee Project Costs
Not Recovered through the
TIF

$59 million
14%

$76 million

17% OCosts for Other Potential

Impact Fee Projects not
Included in Recommended
Program

$277 million
64%

OCosts for County Projects
not Eligible for Impact Fee
Program

The recommended program would require a commitment of approximately $59 million in
other County funding to assure completion of the TIF projects over the next 20 years. The
County funding could come from grants, local taxes or fees, bonding, or other general fund
sources. The need to commit this level of funding to growth-related transportation
improvements is the primary reason for including only the highest priority improvements.

What are the Resulting Transportation Impact Fees and how do
they Compare to Other Jurisdictions?

The cost share of the impact fee projects in each transportation service area (as discussed
above) is divided by the number of PM peak hour growth trips between 2007-2027 to
calculate a cost per new weekday PM peak hour trip generated. As previously noted, the
weekday PM peak hour typically carries the highest volume of traffic and is generally used to
identify transportation improvements needed to serve growth. The number of new weekday
PM peak hour growth trips in each service area is based on the modified WCOG travel
demand model which incorporates forecast changes in households and employment within
each service area. For this analysis, the forecast land use data in the WCOG model was
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revised for the Birch Bay Subarea; growth in other areas was not updated and may not fully
reflect the County’s anticipated growth in all service areas.

Including only the highest priority TIF-eligible improvements for funding by Whatcom
County during the next 20 years, results in a recommended traffic impact fee ranging from
$1,208 to $2,417 per new weekday PM peak hour trip generated. As noted above, the draft
fees assume that TIF-eligible projects identified in the Birch Bay Subarea Transportation
Plan will be approved and adopted into the County’s Comprehensive Plan. If the Birch Bay
Subarea TIF-eligible projects are not adopted into the Comprehensive Plan, those projects
will be deleted from the TIF program project list and the fees will be adjusted accordingly.

The highest fees would be for service area 2, located south and west of Ferndale. This
service area includes a number of relatively high cost transportation improvements. Travel
to/from service area 2 also connects with and will receive some benefit from improvements
in service area 1 (Birch Bay) and service area 3 (east of Ferndale).

The resulting cost per new PM peak hour trip for service areas 1, 3, 5, 6, and 8 are very
similar. The base fee rate for these service areas would range from $1,871 to $2,014.

The recommended base fee rate for service areas 4 and 7 are the lowest (1,208 and $1,258
respectively). Service area 4 is located south of Bellingham and is served by relatively few
improvements included in the TIF. Many of the growth trips generated in service area 4
connect to the City of Bellingham or to areas south of Whatcom County; therefore, the fees
for service area 4 have a relatively small proportion of the costs of TIF-eligible projects in
the other service areas. This reduces the relative fee for new developments in TSA 4
compared to most other service areas.

There are no high priority, TTF-eligible improvements located in service area 7, which covers
the easternmost mountainous areas of Whatcom County. The TIF rate for this service area
reflects its proportionate share of the costs of improvements in the other service areas to the
west.

The base impact fee per new PM peak hour trip is converted to a cost per new household or
thousand square feet of employment land uses. The conversion is based on the number of
PM peak hour trip generated by specific land uses, the proportion of the trips that are new
to the roadway system, and the relative lengths of trips generated by various land uses.

The resulting fees per new weekday PM peak hour trip for some typical types of land uses
are shown on Figure 4 based on the recommended program. The relative difference between
service areas is the same for the same land uses. Fees for other land uses are included in the
Whatcom County Transportation Impact Fee Program Development and Methodology
Report. The fee schedule allows County staff and development applicants to readily estimate
their transportation impact fees prior to initiating the more detailed development review
process.
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As required under GMA, the proposed County ordinance must allow applicants to submit
their own studies which the County will consider in setting the final fee for a project. These
could take into account specific characteristics of the development, the potential reduction
of existing trips (e.g. through redevelopment) independent trip generation analyses based on
similar projects, and other factors.

Whatcom County’s recommended fees for a single-family house are compared to other
jurisdictions on Figure 5. The County’s recommended average fee for a new single-family
house is $1,927. This is higher than the existing fees in Blaine ($763), Bellingham (§1,229),
Ferndale ($1,658), and just below Lynden’s fee of $1,947 per single-family house. The
proposed Whatcom County fees are lower than recent fees in Sedro-Woolley ($4,188) and
several communities in the Central Puget Sound Region.

Compared to other counties in Western Washington, Whatcom County’s proposed fees for a
single-family house are in the middle. Kitsap County averages the lowest at $796. King
County’s fees average $867 per household, although their highest fees exceed $7,500 per new
house. Skagit County does not currently have adopted transportation impact fees. Fees in
Snohomish County, on average, are a little higher than the proposed Whatcom County fees.
Average TIF fees for a single-family house in Clark County would be double Whatcom
County’s average rate based on the recommended program.

How are the Fees Collected and Spent?

The proposed ordinance requires payment of the TIF prior to issuance of the building
permit. The required fees would be those in effect at that time. Under GMA, the County
must set up a separate account in its accounting processes for the collected impact fees. This
account would be similar to other tax or fee accounts currently used by Whatcom County.
The County will need to track the fees that are collected and where they are spent. The
County would encumber the fees as part of its annual budgeting process to assure the funds
are propetly spent. Collected fees must be spent within six years of receipt, unless an
extraordinary reason is identified in written findings by the County Council.

The County may only spend the collected fees on improvement projects identified in the
TIF (see Figure 2). The fees may be spent on planning, engineering design, acquisition of
right-of-way, or construction of any of the TIF improvement projects. However, the County
must spend the funds in a manner where they reasonably benefit developments that paid the
fee. For example, if the County collects all the fees in the west part of the County, it should
generally spend the majority of the funds on projects in the west part of the County. The
County is not, however, required to expend all of the TIF revenues in the service area that
they were collected. As described above, service areas 7 and 8 do not have TIF
improvements within their boundaries, but will have fees based on a proportionate share of
TIF improvement costs in other service areas which they benefit from.

GMA requires that the County provide a credit against the TIF for applicants that are
required to construct all or a portion of a TIF project or for dedication of land that was
included in the costs of the TIF project. This eliminates the potential for double charging a
development applicant for the same improvement.
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Example Traffic Impact Fees for Single-Family House
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Are any Developments Exempt from the Fees?

GMA allows jurisdictions to exempt low-income housing or other developments that serve
broad public purposes. In addition to low-income housing, developments serving a broad
public purpose may include parks, schools, city or county facilities, fire stations, water or
sewer district facilities, or other similar developments. Fees that would otherwise be
collected from exempt developments would be the responsibility of Whatcom County.
These could be paid through property taxes, general funds, grants, or other applicable
funding source but cannot be paid with other TIF fees. The total amount of the potential
revenues generated by the program would be directly reduced by any exemptions.

The specific exemptions, if any, will be discussed during the formal review of the TIF
ordinance.

How Would the Fees be Kept Up to Date?

Most communities with adopted impact fee programs incorporate an annual cost escalation
process. The cost escalator is based on an index that reflects changes in improvement costs
for the area. One source is the Engineering News Record (ENR), a national construction
trade magazine. On a monthly basis, ENR publishes construction cost indices for 20 cities
across the United States. The City of Seattle metropolitan area is included in the ENR
report. Many local agencies use ENR’s construction cost index for Seattle for a general cost
escalation factor for the TIF. WSDOT also tracks highway construction costs. Annual
changes in the WSDOT index also could be used as a basis for adjusting the County TIF
rates.

Whatcom County is evaluating more local sources for updating their overall fees. These may
be through inflation rates using actual bid tabulations (per unit construction costs) from
recent County or other local agency transportation projects. A process for updating the fees
will be defined as part of the ordinance.

The County also should plan to update the TIF rates as new transportation improvement
projects are defined as part of the update of its Comprehensive Plan, including community
plans. Significant changes in forecast residential or employment growth from those in the
current WCOG model also would result in a need to update the TIF program. Changes in
land use and improvement projects would likely occur as part of the required GMA
Comprehensive Plan updates or as part of the County’s annual Comprehensive Plan review
process.
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