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My Vantage Point

e Former City Manager and City Administrator: Bothell, Mill Creek, Lake
Stevens, and Dayton, Washington.

e Now consulting for cities, counties, and ports on purchase and sale,
public benefit agreements, development agreements, leases, TIF and
CRF, public-private partnerships, master plans, economic
development plans & strategies.

e Current work includes development agreements for large master
planned communities and major commercial mixed-use projects,
several paired with tax increment financing.

e My comments today are about deal preparation, structure, risk
allocation, and implementation.

30

years in Washington city
management

10

years structuring public-private
deals
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BEST PRACTICES FOR PUBLIC AGENCIES

Before the Agreement

Name the barrier before choosing the tool

If the envisioned development could occur under the regulations alone, it would already exist. Diagnose what
is stopping it: fragmented ownership, public improvements too heavy for a first mover, easier opportunities
elsewhere, or missing city vision and commitment. The deal structure follows the diagnosis.

If possible, lead with an area-wide vision and visible commitment
Developers build where resistance is least: individual lots, no assembly, no area-wide obligations. Without a
committed plan, the market delivers one-off projects on the easiest sites and the vision never assembles itself.

Assemble land where the vision requires it for public improvements and the agency is capable of

executing a role as a Master developer

The best outcomes come where the city assembles the land needed for public improvements and/or facilities,
builds the public improvements/facilities, and sells back surplus land not needed for the improvements. Public
assembly solves what no private party can: fragmented ownership, right of way for new streets, and site

control that matches the vision. (/) STOWE
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BEST PRACTICES FOR PUBLIC AGENCIES

Before the Agreement

° Carry the public improvements no first mover can
Identify the public improvements that will stimulate the desired private development and are those
improvements that can not be supported by private development.

e Test the market before promising retail
Wanting a specific grocer or retailer does not mean the market can support one. A critical mass of residential is
often needed to support commercial development, and even more so today; commercial-only projects struggle
even on desirable sites. Proclaiming a Traders Joes is needed will not by itself attract one.

e Establish your walk-away and know your BATNA
Decide in advance the point where no agreement is better than a bad agreement, and have council set that
limit before negotiations begin. Your BATNA is what the City does if talks fail: wait, phase the improvements, or
find another development partner. The stronger that alternative, the stronger the City's position at the table.
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BEST PRACTICES FOR PUBLIC AGENCIES

Inside the Agreement

e Treat the DA as a partnership opportunity as well as a risk allocation document

Creating a partnership to build something neither party can achieve on its own requires patience, a willingness
to establish trust through direct and honest conversations, and the desire to diligently look for ways to address
the interests of both parties.

Negotiate the downside scenarios (delay, cost escalation, market failure, regulatory change), not just the happy
path. In uncertain times this is the agreement's core function.

Define every performance obligation objectively
Tie commencement, phase completion, and commercial delivery to facts the City can verify: certificates of

occupancy, certified quantities, space open for business. A standard that cannot be measured cannot be
enforced.

Make the term performance based

Use a shorter initial term with extensions earned by completing earlier phases, inside a stated absolute outer
limit. Avoid long flat terms such as 20 or 30 years without performance by development phase — make the

Developer earn a longer deal.
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BEST PRACTICES FOR PUBLIC AGENCIES

Inside the Agreement

Limit fee locks and recognize their cost
Lock only a defined list of fees for a defined period, let everything else float to the rate in effect at application,
and recognize that every year of a lock shifts inflation risk to the agency.

Control amendments with a Minor/Major framework
Administrative approval only for genuinely minor items; council approval for anything touching vesting, fees,
term, phasing, or bulk standards.

Meter public money to verified performance
Pay only for completed, verified work and reimburse from specific funds — carefully drafting any
reimbursement or funding agreement in recognition of Washington State limits and state constitution.
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BEST PRACTICES FOR PUBLIC AGENCIES

Inside the Agreement

Establish an order of precedence
Many times a Development Agreement will reference multiple documents or codes and it is important to say
which document controls when the agreement, exhibits, cost estimates, code, etc. conflict.

Include a clawback when the City provides a benefit
If the City contributes money, land, or fee relief, require proportionate repayment when the promised
performance does not occur, and secure the obligation.

Stay consistent with the adopted development regulations
A Development Agreement must be consistent with applicable and adopted development regulations. Drafting
that overrides it invites a challenge to the entire agreement (RCW 36.70B.170 territory).
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The City as Master Developer
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The Bothell example

Downtown Bothell is the model | lived as City Manager. The City started by creating the downtown vision and
putting the regulatory environment in place to support it. It then assembled the key downtown properties,
realigned the highway, took on the environmental contamination, built a boulevard, rebuilt Main Street, and
returned the land it did not need for its identified public improvements to the development community.
Decades of regulations alone never produced that investment. The vision, the regulatory framework, public land
assembly, and public improvements did, and the purchase and sale, public benefit, and development
agreements were the implementation P3 strategies.

The lesson: the vision and the regulatory environment come first. Where the vision then requires land
assembly and heavy public improvements, the city moves first and the market follows. & 2TOWE
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THE FINANCING OVERLAY

Tax Increment Financing and
the Development Agreement

A funding and financing.tool that can be incorporated as part of a Development Agreement
RCW 39.114 | RCW 39.88 | E2SHB 2451 (2026)
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TIF in Plain Terms: Growth Pays for Growth

2 3
The City builds the road and The lot now pays $10,000. The
water line; a developer then first $1,000 flows where it

1
An empty lot pays $1,000 a year
in property taxes

builds shops and homes always has; the $9,000
increment repays the

improvements

No new tax
New growth pays for the public improvements that made the growth possible, without creating a new tax. In

Washington, TIF does not use the State property tax or voter-approved school levies, so school funding is not
affected, and the Act includes built-in mitigation protections for participating taxing districts.

Where the Developer or the City builds the improvements under a Development Agreement, repayment
comes from the increment those improvements make possible.




TIF in Washington: The 5-Minute Version (RCW 39.114)

e The sponsoring jurisdiction designates an increment area by
ordinance. Property tax growth above the frozen base is
apportioned to pay for public improvements.

e Key limits: 25 year maximum, an assessed value cap (the
lesser of $200 million or 20 percent of the jurisdiction's AV),
and no more than two active areas.

e Not all levies participate. State school levies, EMS, and
voter-approved levies are excluded.

e The but-for finding is the legal foundation: the development
would not occur, or not at the same time or scale, without
the public improvements.

How increment grows (illustrative)
200 -
180 -
160 -
140 -
120 -
100
80
60
40
20

Yr 1 Yr5 Yr 10 Yr 15 Yr 20 Yr 25

B Frozen base value Increment (pays the improvements)

Assessed value over the life of an increment area,
illustrative only



The 2026 Amendments: E2SHB 2451

What changed .
& What it means for sponsors

e Structured mediation and binding arbitration for * TIF survives. The process now demands more
impacted taxing districts, with low qualifying time, greater scrutiny, and more engagement
thresholds. with taxing districts.

e But-for tightened: improvements must be e The trigger thresholds are easy to meet, so
necessary, not merely expected, with a expect to negotiate with districts in nearly every
prioritized seven year improvement list. case and treat them as partners.

e Pre-submission notice to districts doubled from e Formation can take a year or more from
90 to 180 days initiation to ordinance adoption.

* EMS levy removed from apportionment; the ® The no-harm increment add-on lets districts
$200 million cap adjusts with CPI starting 2027. recover much of the allocated revenue;

« Developer-built improvements expressly i)épealjmmg it early builds the trust these projects

reimbursable from tax allocation revenues.
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TAX INCREMENT FINANCING

The Other Increment Tool: CRF (RCW 39.89)

A lighter form of increment financing

Community Revitalization Financing, adopted in 2001, uses the same increment concept as TIF but has seen far
less use. Diverts a portion (75%) of the regular property tax created by the increment.

Participation is negotiated, not imposed

Requires approval by taxing districts that levy at least 75 percent of the regular property tax in the area, plus
any fire protection district within the area must agree to participate for the project to proceed. Retention
percentages are flexible and deal terms set in participation agreements between the City and each district.

No limits on assessed value or term

There is no assessed value cap or limit for the duration of an increment area.

When CRF deserves a closer look

After the 2026 TIF changes, CRF may, in some cases, be a better fit. It can be incorporated as part of a

Development Agreement the same way TIF under RCW 39.114 can. STONE
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TAX INCREMENT FINANCING

Before Pursuing TIF Formation, Ask

Is the development real?

Is private development interest genuine, documented, and contingent on the proposed improvements, or is
the TIF program chasing a project rather than the project chasing funding?

Will the but-for case hold?

It must withstand scrutiny from taxing districts, the Office of the State Treasurer, and potentially an arbitrator.

Are the improvements specific?

Identified and prioritized, each with a demonstrable nexus to the private development.

Is the timeline understood?

A 180 day pre-submission notice and a 90 day State Treasurer review mean formation can take a year or more.

Can you carry the process?

The resources and relationships to engage districts collaboratively and, if needed, to navigate mediation and
L 7~ STOWE



TIF in Practice: Representative SDS Projects

Jurisdiction Public Improvements TIF Revenue Support
City of Pasco Streets, utilities, signalization, and highway loop ramp  $39 million
Sewer main, park development, and roadway $18 to $58 million, by

City of Kirkland . :
widening development scenario

Grand Connection Crossing, an elevated pedestrian

City of Bellevue . S84 million
connection

City of College Place Streets, signalization, and downtown parking lots $8.2 million

Douglas County Streets and highway interchange $25 million

SDS has assisted more than a dozen Washington jurisdictions through TIF formation and a comparable number
in evaluating whether TIF is the right tool.




CLOSING TAKEAWAYS

G If the vision has not happened organically, something is in the way. Naming and removing that barnier is the
city's job, and the development agreement is the implementation contract.

a A development agreement is a public-private partnership opportunity as well as a risk allocation document.
Negotiate the downside scenarios, not just the happy path, and never sit down without a defined walk-away

and a real BATNA.

e Three habits protect cities most: objective performance standards, earned extensions, and metered public
money.

Bob Stowe | Principal, Stowe Development & Strategies
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