AGENDA
ACTION ITEM #_

MEMORANDUM
TO:

Rob Fix

DATE:

October 8, 2019

FROM:

Brian Gouran

COPIES:

Don Goldberg
Frank Chmelik
Jennifer Noveck

SUBJECT: Western Washington University Revised Waterfront Development Plan

ACTION REQUESTED
A motion to approve the Western Crossing Innovation Park Development Plan per the terms of the
second amendment to the Western Crossing Memorandum of Understanding between the Port of
Bellingham and Western Washington University.

BACKGROUND
Since 2008 the Port ofBellingham (the Port) and Western Washington University (WWU) have been
working collaboratively to facilitate a WWU presence within the Waterfront District. This includes a
Memorandum of Understanding (MOU) that created the Western Crossing Development Corporation
and required WWU to prepare a "Development Plan" describing the strategy for WWU's
development of approximately 6-acres in the Waterfront District.
In June 2018, WWU prepared and submitted a draft vision that was based on a broad faculty and
interdisciplinary input. In early 2019 the Port Commission provided feedback on WWU's vision
including frustration with the pace ofWWU's planning and concerns that the vision as overly broad
with limited focus on economic and workforce development. Based on this feedback the Port and
WWU entered into Amendment No. 2 to the MOU providing an additional six-months to prepare a
Revised Development Plan for consideration by the Port, WWU Board of Trustees and the Western
Crossing Board. In the event that a revised plan was not approved, the Port or WWU could
immediately terminate the MOU and dissolve Western Crossing.
With this revised timeframe and direction, the Port and WWU assembled a focused workgroup tasked
with preparation of a revised Development Plan that aligns with the Port and WWU's collective
goals. The revised plan includes an overall goal to pursue an industry partnership model that will be
financed and operated through a Public Private Partnership (P3) focused on industry sectors such as
Engineering, Plastics and Composites, Manufacturing Engineering, Energy Studies, Cybersecurity,
Marine Engineering and other sectors that are complimentaiy to existing WWU programs. Pending
Commission approval, implementation next steps include preparation and issuance of a Request for
Proposals, negotiation ofP3 agreement, initiation of project design and layout, permitting and initial
project construction.

FISCAL IMPACT
There is no direct fiscal impact related to the approval of the Revised Development Plan, however
approval of the plan provides a path forward to future property sales/partnerships that will have
strategic financial impacts.

STRATEGIC PURPOSE
This Revised Development Plan supports the Port's 2019 Key Corporate Goal No. 1 - Ongoing
Development in the Waterfront District and Executive Division 2019 Objective No. 1- Develop and
enhance partnership opportunities.. .including Western Washington University.

RECOMMENDATION
Staff recommends approval.
Attached: Western Crossing Innovation Park Development Plan, September 30, 2019
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BACKGROUND AND
COLLABORATIVE
EFFORTS TO DATE
For more than a decade, Western Washington University (WWU) has worked with the Port of
Bellingham (the Port), community partners, and engaged campus stakeholders in planning to create
a presence on the Bellingham waterfront. The university continues to believe that expanding
academic programming on Bellingham's revitalized waterfront provides a unique opportunity to
expand capacity and visibility, and strengthen partnerships in private industry, and with non-profits,
government and education entities.

Timeline
In 2005 the Port of Bellingham acquired the waterfront properties of Georgia-Pacific.
Since 2008 the University and the Port have been working together to facilitate the creation of University facilities
on approximately six acres of the Waterfront District.
0 In October 2009 WWU and the Port created Western Crossing Development as a non-profit corporation that would
allow approximately 24 acres of property that the University owns on the southeast corner of Hannegan Rd. and
Bakerview Rd. to be sold, with the proceeds going to the purchase of the six acres of land atthewaterfront.
Q In 2012 the Port and the City of Bellingham completed work on a master plan for the Waterfront District and the city
set about completing land use regulatory review and approvals.
Q On July 10,2013, the University, Port of Bellingham and Western Crossing Development entered into a Memorandum
of Understanding (MOU) to pursue a strategy to facilitate the University's presence in the Wateriront District.
Q In May 2015 the Port entered into a master development agreement with Harcourt Development of Dublin, Ireland
to develop 19 acres adjacent to the Western Crossing six-acre parcel.
Q In September 2016 Western published a white paper that outlined a three-phase process for Western in the
Waterfront District. Phase I was the Technology Development Center, a state- and federally-funded initiative shared
with partner Bellingham Technical College, which was dedicated in fall 2009 and served as a research facility for
what was then known as Western's College of Sciences and Technology.

• Phase II envisioned the construction of a multi-purpose facility that would focus on bringing people together
through conferences and other large gatherings. Since that time, Waterfront District master developer Harcourt
Bellingham LLC has put forth a plan for a hotel, convention and meeting center in the Downtown Waterfront.
• Phase III of Western's 2016 white paper proposed the development and construction of new academic facilities
on the six-acre plot that would be determined by emerging enrollment growth, academic programming and
community needs, and by opportunities with potential private and public partners.
On May 10, 2017, the Port and University amended the MOU and agreed to extend the due date for a university
development plan from Dec 2015 to June 2018.
During the 2017-18 academic year the Port articulated a vision for a university presence that would create an
"innovation economy." The intent was to create conditions attractive to jobs of the future. In response, WWU created
an interdisciplinary group of faculty leaders with expertise in Biology, Chemistry, Computer Science, Business &
Sustainability, Energy Studies, Engineering, Entrepreneurship & Innovation Studies, and Environmental Studies to
develop a prototype Waterfront presence. The prototype called for an innovation hub devoted in part to energy
science and technology, where students, faculty members and industry partners could collaborate on research. The
vision also called for a 200-250-seat meeting, arts and performance space that could be used by the University, the
community, and regional partners.
Q The University submitted the draft vision at the June 2018 Board of Trustees meeting and subsequently submitted
it to the Port of Bellingham, per the terms of the MOU. At the same time, the vision was also submitted for broad
faculty feedback. That feedback focused on the fact that the faculty ideation group working on the vision was
too STEM-discipline focused. The University then reformulated the group during the 2018-19 academic year with
additional representation from the College of Humanities and Social Sciences, the College of Fine and Performing
Arts, Fairhaven College of Interdisciplinary Studies and the Woodring College of Education.
Q At public Port Commission meetings on February 19 and March 19, 2019, the Commissioners voiced frustration with
the pace of development of the University's plan for the Waterfront District and criticized the prototype plan as too
far-reaching and not focused enough on economic and workforce development. That frustration was reported in
the Bellingham Herald on March 4.
Q On February 20, 2019 the Port provided WWU with a notice to Meet and Confer in accordance with the terms
of the MOU and discuss issues that were of concern to the Port Commission. These included WWU funding for
the Waterfront, the status of the Technology Development Center, the Hannegan Road property sale, and WWU's
proposed Development Plan.
Q WWU President Sabah Randhawa and John Meyer, Universitytrustee and Western Crossing board member, met with
Port Commissioner Ken Bell and Port Executive Director Rob Fix to discuss how to move forward, and on March 25,
2019 the parties completed a second amendment to the Western Crossing MOD that extends the deadline for a
development plan to September 30, 2019.
Q At that time, the Port and University also agreed to create a small working group of Port and University officials to
work in good faith toward a shared vision that takes into account the Port's desire for a presence that supports
economic development and job creation.
Q The working group met bi-weeldy between April 17, 2019 and October 2, 2019. The working group process and
activities are described below.
0 WWU agreed to a use feasibility extension to allow the buyer of the Hannegan Rd property more time to determine
if the city of Bellingham will approve the proposed use. The University remains optimistic that the sate will close
before the end of the 2019 calendar year.

WORKING GROUP
PROCESS AND
ACTIVITI ES
The Working Group includes Port of Beltingham

In tandem with this, the Port has recently joined Gov.

Commissioner Ken Belt, Economic Development Director

Inslee's Washington Maritime Blue initiative. The initiative

Don Gotdberg, Environmental & Planning Services

is committed to developing a comprehensive plan to

Director Brian Gouran, and Research & Communications

accelerate decarbonization and clean technology innovation

Coordinator Jennifer Noveck. Representatives from WWU

throughout Washington's maritime industry. The Working

include Provost & Vice President for Academic Affairs

Group has also studied other regional research parks,

Brent Carbajal, Vice President for University Relations

technology communities and incubators that provide access

& Marketing Donna Gibbs, and Dean of the College of

to university-based talent pipelines, specialized equipment

Science and Engineering Brad Johnson.

and research infrastructure.

The focus of the collaborative planning efforts has been to

As a first step, the Working Group developed the following

define a public-private partnership model that proposes

draft framework, vision statement and guiding principles.

a mix of private sector industries and developers, public
agencies and a multi-institutional higher education
presence. The goat is a set of facilities that would
both expand the employer base and provide potential
opportunities for applied learning, integrated research in
undergraduate and graduate programs, and desirable jobs
forWWU alumni and residents.
The University has leveraged existing partnerships
in private and public organizations to facilitate
introductions for Port economic development staff in the
following sectors:
Naval architecture and marine engineering services;
A national laboratory focused on climate
research, electric power grid modernization and
cybersecurity;
Companies focused on designing, building,
operating and maintaining high-performance,
energy-efficient buildings.
Moving forward, WWU is pursuing other introductions within
its Electrical Engineering, Plastics & Composites Engineering,
Manufacturing Engineering, Manufacturing Supply Chain
Management, Computer Science, Cybersecurity, Energy
Studies programs and other academic programs that tend to
engage industry partners.
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FRAMEWORK
AND VISION
Vision Statement
The Port of Bellingham and Western Washington University are united in creating a diversified,
regionally and globally competitive, sustainable economy manifested in the Waterfront District. We
envision a district that provides living-wage jobs for Whatcom County residents by focusing on
training for our current industrial base, increases per capita and business income, enhances the tax
base, protects the environment, improves the quality of life of residents and makes full use of the
region's human and financial capital and abundant natural resources.

Guiding Principles
The Port and the University are committed to

Industry partnerships will be a key component

working together over the next several years to

of Western's presence in the Waterfront District

guide sound decision-making regarding growth

with a vision of development via a public-private

that will enhance Bellingham and Whatcom

partnership model that provides a mixture of

County as a great place to live, to work and to

private sector industries and developers, public

do business. We also envision that our residents

agencies, and higher education institutions.

will use the facilities created to become lifelong
learners. We are committed to the continued
revitalization and development of the Waterfront
District through increased private investment
that expands the employer base and provides
opportunities for hands-on applied learning,
apprenticeships and internships, and integrated
research in undergraduate and graduate programs

leading to highly desirable jobs for graduates and
other residents, and opportunities for community
engagement.

Businesses and educational and research activities
at the Waterfront will be a catalyst for attracting

high-payingjobs utilizing Western's talent pipelines
in fields such as Electrical Engineering, Energy
Studies, Cybersecurityand other academic programs
that tend to engage industry partners.
The Waterfront will have innovative state-of-the-art
facilities to promote interdisciplinary education and
research and multi-institutional collaborations.
Project partners will use a phased approach with
explicitly stated commitments that accelerate and
expand overtime.

Goal
To pursue an industry partnership model for the Waterfront District that will be financed and
operated by private partners and will pair the discovery and dissemination of knowledge with the
application of that knowledge to the creation of goods and services, benefiting both the Port's longterm economic development aspirations and the University's teaching and learning mission.

WWU Contributions to the Goal
Introduction of existing industry partners who may

Port of Bellingham Contributions to
the Goal

be motivated to locate (or relocate) operations to

• Recruit new employers that can provide

the Bellingham Waterfront District to take advantage

employment and research opportunities for

of ongoing research and talent pipelines within

students, graduates and other residents.

the university, as well as lower business costs and
workforce livability.

Foster economic development at city, county and
state levels that expands markets.

• Training of future and current industry workforce
through undergraduate and advanced degrees.

Enable access to Port-owned equipment, materials,
facilities and specialized resources.

Benefit the public by adding to, and sharing
knowledge, broadly.

Create conditions that allow industry partners to
enhance profitability.

Performance of specific research on behalf of
industry partners (sponsored research).

Locate advancements made by others that solve/
answer general and specific problems faced by

• Transfer technology and knowledge to enhance

industry partners.

commercialization.

Support an educated, well-trained, and competitive

• Provide access, as appropriate, to university-owned

workforce.

equipment, materials, facilities and specialized
resources.

Objectively test, evaluate and report on new
technologies that may emerge.
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WHAT WOULD A

PUBLIC-PRIVATE
PARTNERSHIP

INNOVATION PARK
LOOK LIKE?
We envision a Waterfront District that includes an

Crossing six acre parcel contemplated in the MOD between

innovative community and incubator for new and

the Port and WWU. Rather, this Innovation Park may

expanding businesses. The Innovation Park would help

include portions, all, or none of the six acres depending

startup companies develop their potential and nurture

on how the development occurs over time. As the

scientific and technological entrepreneurial ventures, as

Innovation Park advances from concept to reality, the

well as established businesses and public laboratories

Port, WWU and Western Crossing will jointly determine

that want to gain access to specialized facilities, expertise,

how the six acres will be utilized. Acquisition of property

technology and talent recruitment.

byWWU and use of funds from the sale of the Hannegan

Given Whatcom County's history in coal mining, oil &

to the Western Crossing MOD and considered on a project

gas production, timber, fishing and other extractionbased industries, we envision a district that brings that
history into the 21st century and beyond. The Innovation
Park would focus on renewable energy research and
development, including electrification of land and marine-

Road property will be addressed in future amendments
specific basis, which may be part of, or separate from, the
Innovation Park Public Private Partnership.

Model examples

based transportation systems, energy grid security, and
other research and innovations that feed and protect our

Currently, WWU is working to expand and enrich

modern digital lifestyles.

connections within the Northwest region including, but

The Innovation Park itself would be a model for this
new future with a built environment that delivers netzero energy building performance white minimizing, if
not eliminating, the carbon emissions associated with
powering, heating and cooling buildings at market cost by
reusing existing legacy industry infrastructure.
Western Washington University envisions being a
collaborative partner in the Innovation Park and a
potential tenant especially as new graduate programs,
that are not as dependent on foundational general
university required courses, are developed in the future.
The Public Private Partnership model envisioned in this
Development Plan is not strictly tied to the Western

not limited to, partnerships with regional private industry,
federal, state, and municipal government agencies, and
non-profit organizations. The main purpose is to create
interconnections for talent pipeline expansion, research
and development partnerships, and other connecting
opportunities that bring student and faculty resources
together with partners to enhance innovation and learning
outcomes. Many programs at WWU are conducive to
this multi-component collaborative approach, including
Engineering, Computer Science, Business and Economics,
Energy Studies, Marine and Coastal Sciences, and the
Physical, Materials, and Biological Sciences. Given the
wide range of projects and partnerships currently being
developed and executed, expansion of the model to
include the Port and Waterfront District in creating

broader relationships and possible infrastructure
expansion is a natural fit looking forward.

The working model has been initiated, with WWU
facilitating introductions between current partners and
the Port, and with other potential groups interested in
either expansion or initiation of work done directly with
WWU for whom working with Port facilities or property
could expedite expansion. Specifically, initial operations
include industrial associates in marine engineering
and federal organizations focused on cybersecurity
and embedded systems. In both cases, the long-term
strategy is directed toward avenues for expansion of the
working partnerships involving tale nt pipeline, research
and development, and enhancement of economic
development opportunities. A key feature of the working
model is the notion that external partners have interest,
and are capable of investing in, capital infrastructure.
Thus, utilizing both Port and WWU institutional resources,
barriers to expansion, relocation, and collaborative
innovation are lowered.
Currently, WWU has working relationships with a number
of regional entities that could be brought to bear within
the proposed model. Examples include: Boeing, Microsoft,
Pacific Northwest National Laboratory, Safran/Zodiac
Aerospace, PACCAR, Fluke, Korry Electronics, Atcoa, Dexcom,
Solvay, Janicki, and RAM Mounts. Most of the current
work involves students and faculty engaged with partner
employees on specific projects, and in some cases, the
work involves discussion around expansion.

P3 Description and Options

Types of P3s

Key Characteristics of Public-Private

P3s come in many different shapes and sizes. They include

Partnerships
There is no single definition of a P3. The
Government Accountability Office (1999)
defines a public-private partnership as:

both existing facilities and new-capacity facilities. One
commonality among the different types of P3s is a need
for a dedicated revenue stream. Often the private entity
will provide all or some of the upfront funding for the
building or improvement of a facility, but there must be a
method of repayment over the duration of the partnership.
The revenue stream can be derived from a number of

a contractual arrangement that is formed between

different sources, including fees, tolls, shadow tolls,

public and private-sector partners. These

availability payments, and local taxation.

arrangements typically involve a government agency
contracting with a private partner to renovate,
construct, operate, maintain, and/or manage a facility
or system, in whole or in part, that provides a public
service. Under these arrangements, the agency may
retain ownership of the public facility or system, but
the private party generally invests its own capital
to design and develop the properties. Typically,
each partner shares in income resulting from the
partnership. Such a venture, although a contractual
arrangement, differs from typical service contracting
in that the private-sector partner usually makes a
substantial cash, at-risk, equity investment in the
project, and the public sector gains access to new
revenue or service delivery capacity without having to
pay the private-sector partner.

The National Council for Public-Private
Partnerships (NCPPP) (n.d.) defines a publicprivate partnership as:

P3s change the nature of public works construction.
Instead ofworkingfor a government agency, contractors
find themselves working for a private entity or consortium
of private firms. Such an "owner" typically has much
more flexibility than a government agency. The private
entity is typically free to select or create a project delivery
system that fits its particular needs, and, in the process
of doing so, may well request the construction contractor
to expand its role beyond what the contractor has
traditionally played in public works construction. Such
an owner may select the Design-Buitd delivery system, or
request a range of individual services that increase the
contractor's risk of "professional" liability, including:

Definition of project goals
Documentation of existing conditions
Development of space or site program
• Advice on optimum use of available funds

a contractual agreement between a public agency

Early coordination during the design phase

(federal, state, or local) and a private sector entity.
Through this agreement, the skills and assets of each

Value engineering

sector (public and private) are shared in delivering a

Constructability reviews

service or facility for the use of the general public. In
addition to the sharing of resources, each party shares
in the risks and rewards potential in the delivery of
the service and/or facility.

Control over the scope of work
• Optimum use of the design and construction firms'
skills and talents
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Benefits of P3s
Public-private partnerships help fill the void between
typical annual government accounting and capital
budgeting. The private markets know the benefits of
capital budgeting and are investing heavily in U.S. capital
infrastructure. Those who support the advancement of P3s
highlight many advantages. In a recent report by Deloitte
titled, "Closing America's Infrastructure Gap: The Role
of Pub lie-Private Partnerships," it succinctly outlines six
perceived benefits to governments utilizing P3s as follows:
1. P3s allow the costs of investment to be spread
over the lifetime of the asset and, therefore, allow
infrastructure projects to be brought forward in
years compared to the pay-as-you-go financing that
is typical of many publicly-financed infrastructure
projects.

2. P3s have a solid track record ofon-time, on-budget
delivery.
3. P3s transfer certain risks to the private sector
and provide incentives for assets to be property
maintained.
4. P3s can lower the cost of infrastructure to the public
entity by reducing both construction costs and
overall life-cycte costs.
5. Since satisfaction metrics can be built into the
contract, P3s encourage a strong customer service
orientation.

6. Because the destination, not the path, becomes
the organizing theme around which a project is
built, P3s enable the private sector to focus on
the outcome-based public value they are trying to
create.

The merits of the points may be debatable, but they

What could a P3 model look like at
the Bellingham Waterfront/Westem
Crossing site?
As stated above, there are many types and models that are
considered a P3. The following is a potential suggested
model that can be adapted in a number of configurations as
we obtain clarity from the stakeholders.
The current physical configuration of Western Crossing is
approximately six acres of mixed-use property. For our
modeling exercise, we estimate a value of $15 per square
foot or $653,400 per acre on the property for a total value of

approximately $4 million (the value can easily be adjusted
or appraised for the partnership). It is imperative that all
partners in a P3 have some form of equity; the simplest form
of equity for the Western Crossing partnership would beta
contribute the land.
As for the private side of the P3, the outside developer/
equity partner's role would be to fund, develop, and market
the project. Again for the purpose of our modeling exercise,
we estimate that approximately 250,000 square feet of
mixed-use development can occur at a cost of $350 per
square foot or a total of $87 million. Assumingthe developer
will be required to incur debt of approximately 75 percent, or

place equity of $21,875,000, the total equity with land will be
$25,875,000. In the simplest form, Western Crossing would be
a 15 percent equity partner in the model.
Under the above scenario, Western Crossing would be an

equity partner with the ability to provide limited direction
based upon the P3 agreement and details of said agreement.
Let's explore what it might look like to expand on the above
model in the following ways:
WWU to commit to own or lease space in the new

facility

outline some of the key reasons governmental entities in

PortofBellinghamto commit to own or lease space in

the United States are interested in P3s.

the new facility
If either or both agencies (Port and WWU) were to commit
to space in the new facility this can be accomplished
through a condo model, PUD (planned urban development),
or separate physical structures in a typical fee simple
ownership. Western Crossing can choose to move the
approximately $4 million into a non-equity position and
direct those funds toward rent or ownership in property,
versus an equity position which would accomplish having
anchor tenants and commitments for construction financing
and seed the Innovation Park, which is highly desirable
for its initial success. In addition, Western Crossing or its
members would have the opportunity to invest additional
equity depending again on the details of the P3 model.
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What would the above model
accomplish for the Western Crossing
partnership and community?

Public Partner:
The public partner is the owner of the property.
The public entities have the capacity to fund

Committed stakeholders with a clear vision of the

through grants and other mechanisms that are often

intention of the Innovation Park.

not available to the private sector.

• A state of the art net-zero energy Innovation Park
using the district energy model.
The P3 model uses the best of each P (Private, Public

Partnership):

Private Partner:

• Supports the project politically.
Brings potential tenancy or ownership through
some form of occupancy.

Seeds the project.
• Markets the project as well as the region.
Key stakeholder for connecting WWU degrees and

• Developer brings the newest and most up to date

faculty and student research and creative activity to

building systems and the capacity to move the

the tenants' output.

project along in a timely fashion and at a budget
that typically is more affordable than the public can

Creates an open inviting regional asset connecting

facilitate.

higher education to the private sector.

• Developer often has connections with desirable

The above example is one form of a P3 where the

tenants that may either occupy other buildings

Western Crossing model can remain in place, continue

owned by the company or often work closely with

to work toward an exciting Innovation Park of the future

them in some form.

emphasizing clean energy, marine engineering, cyber
security, and other emerging technologies. By bringing

Specialize in building business and innovation parks

in a private developer, Western Crossing can move more

as well as promoting the project.

quickly, have direction and have the ability to create an

Specialized staff and subcontractors who have
deep-rooted relationships.

innovation park of the future supporting WWU, the Port
and our regional economy for decades to come.

IMPLEMENTATION
APPROACH &
NEXT STEPS
2019
2020

Finalize and Adopt Development Plan and Amend
Memorandum of Understanding (as needed).

Establish Port/WWU P3 team
Determine development commitments that each
entity is willing to make to catalyze the project
Develop and issue RFP for P3 partnership proposals
Define project area, location, footprint, etc.
Establish P3 criteria requirements
Evaluate RFP responses
Negotiate P3 terms
Enter P3 agreements
Other

2021

Establish development parcels

Preliminary project design/layout
Initiate project No. 1 permitting

2022

14

Project No. 1 construction

2023

Project No. 1 occupancy

2024

Additional development projects per schedule to be
established in P3 agreement

and Beyond

Continuous/
On.^oim

Coordination with potential development and
industry partners, focused on industry sectors
identified in Development Plan.
Coordination with Washington state Department of
Ecology for additional site cleanup and preparation
ahead of, or in conjunction with, development.

^

.V-

Works Cited
• United States Government Accountability Office.
1999.
• Top Ten Facts About PPPs. n.d.

• The above definition of a P3 was furnished by
the Associated General Contractors of America.
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