Section Il - Bellingham’s Approach to HB 1220

This section describes the requirements of House Bill 1220 (passed by the WA State
Legislature in 2021), Bellingham’s housing need by income range, and the existing
programs, resources and land capacity to accommodate housing by income range.

The analysis shows that the future land use map proposed in the Bellingham Plan does
include adequate land capacity for the needed housing quantity and housing forms. It also
shows that while existing community resources (~$14M per year) are meeting some of the
needs, there is a significant gap in resources (~$130M+ per year) and in organizational
capacity (personnel) to fully satisfy the existing and future needs for affordable housing and
supportive services.

Bellingham’s Approach for Meeting the Requirements
of House Bill 1220 (planning for housing for all income levels)

Background and Purpose

House Bill 1220 requires comprehensive plans to evaluate land supply and land use
regulations to ensure they allow for housing supply and affordability levels that meet the
income needs of the community. The housing allocation model developed by the
Department of Commerce breaks down housing need by percentage of Area Median
Income or AMI. The income categories are broken out at 0-30%, 30-50%, 50-80%, 80-100%
100-120% and > 120% AMl intervals.

The 0-30% AMI category is further broken down into permanent supportive housing (PSH)
and non-permanent supportive housing. PSH is housing designed and built with on-site
supportive services. These services can meet specific needs based on the intended
residents for a particular housing project. Examples include mental health services or
services for residents with physical disabilities. An additional allocation for emergency
housing needs is also made for each community.

Housing Needs in Bellingham

The Department of Commerce Housing for All Planning Tool (HAPT) shows a projected need
for Bellingham for 12,277 housing units affordable to households in the 0-80% AMI income
range for the 2023-2045 planning period. The City’s Land Capacity Analysis (LCA) shows
that the land use boundary and regulatory changes proposed for the periodic update
provide enough estimated capacity to meet that need (12,306 housing units). However, as
shown in Figure 1 below, the available existing public and private funding resources and



non-profit organizations to build and provide operational and supportive services mean the
housing provided will likely be mostly in the 50-80% AMI category.

Bellingham’s Existing Resources and Incentives

Currently, federal HUD Community Development Block Grant and HOME investment
partnership funds are leveraged many times over with local housing levy, sales tax, City
general fund, Real Estate Excise Taxes (REET), and occasionally one-time federal funds
(e.g. ARPA). For 2024 these funds totaled about $15 million. Bellingham uses these funds
for acquisition and production of permanently affordable rental housing, for renter and
homebuyer downpayment assistance, for preservation of housing through home
rehabilitation loans, and for provision of supportive human services. Bellingham’s
partnerships with local non-profit developers and public and private service providers are
essential to the success of this model. Preliminary funding totals reported for 2024 are
shown below:

Federal Community Development Block Grant (2024 authorized amount) $797,349

Federal Home Investment Partnership grant (2024 authorized amount) $528,736
Bellingham Housing Levy (voter approved “Home Fund” from property taxes) $3,400,000
Bellingham Affordable Housing Sales Tax (1/10” of 1% for 2024) $5,200,000
Bellingham General Fund (2024) $1,180,000
Real Estate Excise Tax (2024) $156,000
American Rescue Plan Act (2024 — one time funds) $4,000,000
Total $15,262,085

Bellingham also provides a broad range of incentives to developers of affordable housing
including density bonuses, reduced impact fees, reduced utility system development
charges, the multi-family tax exemption, and expedited project and permit review.

Over the 7-year period 2016-2023 the funding and organizational resources available to
Bellingham were used to complete 913 subsidized rental housing units for households with
incomes below 80% AMI. It should be noted that state and federal funding for affordable
housing has not kept up with inflation. Therefore, the annual production rates seenin the
past are unlikely to continue with current funding levels. The table below shows the units
completed and average annual production rate by income range.

Bellingham Subisidized Housing Completed 2016 - 2023

Time Period 0-30% AMI PSH 0-30% AMI 30-50% AMI 50-80% AMI Totals

Completed 2016 to 2023 72 320 334 187 913

Average Annual Production (7 years) 10 46 48 27 130



Figure 1 (below) depicts Bellingham’s housing need and estimated capacity by income
range. The orange bars show the housing need as derived from the WA Department of
Commerce HAPT worksheet. The solid blue bars show the estimated capacity based on
available land and zoning designations with existing financial and organizational resources
and incentives. And the areas inside the dashed blue lines for income ranges below 50%
AMI are the capacity that additional financial and organization resources could shift from
the surplus in the 50-80% AMI category.

Figure 1. Estimated Housing Capacity by Income - Proposed Land Use with Existing Resources 2023-2045
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The 0-30% AMI Housing category assumes that about 11-12 new ADUs and about 55 new
multi-attached housing units are completed and rented as market-rate co-living housing
each year. Co-living units in Bellingham currently rent in the $700-$800 per unit range
which is about 30% AMI. Existing public and non-profit funding levels and organizational
resources would support an additional 40 new subsidized rental units and 12 new
subsidized permanent supportive housing units. An additional $98.5M per year (2025
dollars) and additional organizational resources would be needed to complete the 120 new
subsidized rental units and 77 new subsidized permanent supportive rental housing units
necessary to fully satisfy the 0-30% AMI housing need

The 30-50% AMI Housing category assumes that about 17 new ADUs, about 49 new
middle housing units, and 55 new multi-attached housing units are completed and rented
as market-rate co-living housing each year. Existing public and non-profit funding levels
and organizational resources would support an additional 45 new subsidized rental units.
An additional $11.5M per year (2025 dollars) and additional organizational resources would



be needed to complete the 23 new subsidized rental units necessary to fully satisfy the 30-
50% AMI housing need.

The 50-80% AMI Housing category assumes that about 21 new ADUs, about 31new middle
housing units, and 3-4 new multi-attached units are completed each year. At this income
level the units could be affordable as either co-living or standard rental housing units and
the MFTE incentive program would apply to either. This could also result in integrated
mixed-income projects. The market rate rental unit sizes in Bellingham that fall within this
category include 1-bed units for 60-70% AMI and 2 bed units for 70-80% AMI in 2024. The
significant market-rate surplus of about 220 housing units per year shown in Figure 1 above
will also likely land in this income range if additional public and non-profit funding and

organizational resources are not available to push them to lower income categories.

The 80%-100% AMI Housing category assumes 23 new ADUs, 11 new middle housing
units, and 28 new multi-attached units are completed each year. At this income level most
units are assumed to be market rate with some utilization of 12-year or 20-year MFTE
programs.

The 100%-120% AMI Housing category assumes 3 new ADUs, 43 new middle housing
units, and 18 new multi-attached units are completed each year. At this income level most
units are assumed to be market rate with some utilization of the 20-year MFTE program.
The middle housing is assumed to be a mix of for sale units on individual lots,
condominium units, and higher-end rentals. The multi-attached units could be rentals or
for-sale condominiums.

The 120%+ AMI Housing category assumes 42 new single detached, and 131 new middle
housing units are completed each year. All housing in this category is assumed to be
market-rate with the most being for-sale housing on individual lots. Some condominium
style ownership is also likely.

What is Needed to Close the Gap

As depicted in Figure 1 (above), with additional funding resources and non-profit partners,
much of the housing capacity likely to land in the 50-80% AMI category could be provided in
the lower income categories instead. Recent changes to the multi family tax incentive
program, and code updates for ADUs, middle housing, and co-living housing also have
potential to provide some capacity in these income ranges. However, without substantial
increases in available resources it is unlikely these changes will be enough to balance
supply with the projected current or future needs.




Totaling the gaps in funding and resources for the 0-50% AMI categories there is a need to
fund an additional 220 housing units per year, or 4,840 units by 2045. Specifically, about
4,330 housing units affordable to 0-30% AMI households with about 1,700 of those
including on-site supportive services, and about 510 housing units affordable to 30-50%
AMI households. Using the WA State Department of Commerce Housing Guidebook 2,
“Exhibit 25. Average cost per unit for new construction LIHTC projects completed between
2015 and 2022” table, the 2022 inflation-adjusted cost per unit for Whatcom County is
$475,818. Applying this approximate unit cost across the estimated need and assuming an
annual inflation factor of about 2.5% equates to an average shortfall of about $133 million
per year to cover development costs associated with purchase of land, design,
construction, permitting, and financing. This figure should be considered a minimum
estimate, as affordable housing production in 2025 often costs at or above $500,000 per
unit due to the increased durability required, as well as increased costs associated with the
higher standards and labor costs frequently required by public funders.

In addition to the financial resources required for construction, affordable housing
development requires capable and experienced housing development agencies with the
capacity to move projects forward. It also requires close collaboration between various
public funders (predominantly Commerce, the WA State Housing Finance Commission,
and local jurisdictions), the development agencies, and any service providers. Leverage of
local dollars has decreased in recent years, as state and federal funding sources for
affordable housing development have not kept pace with inflation, putting greater pressure
on limited local funding.

This shortfall does not include additional ongoing funding and organization resources to
provide on-site supportive services. Operational income from the affordable housing
development is not adequate to support additional residential services, therefore outside
services funding is necessary. This funding is needed to support residential counselors,
case managers, and clinicians working on site to various extents depending on the level of
supports needed by the residents. In addition, the Permanent Supportive Housing (PSH)
model presupposes adequate behavioral health resources are available in the community.
These resources are critical for timely referrals and the provision of healthcare services for
PSH residents when needed to support their housing stability. An Evaluation of Permanent
Supportive Housing Programs in Whatcom County published by VillageReach in August of
2025 concludes that broader behavioral health capacity is lacking in the region. This lack of
capacity leads to arise in safety incidents as providers strive to balance services directed
atindividual residents, with broader communal safety and protection of the property asset.
Estimating the cost of these PSH services and the strengthening of the broader behavioral
health system is beyond this scope. However, without adequate funding for existing
facilities and community resources that service this low-income, high need population, we
have seen and are likely to see more community resistance to development of additional
buildings for this purpose.


https://deptofcommerce.app.box.com/s/1d9d5l7g509r389f0mjpowh8isjpirlh#page=62
https://deptofcommerce.app.box.com/s/1d9d5l7g509r389f0mjpowh8isjpirlh#page=62

Beyond financial resources, closing the gap in the housing need will require deep dialogue
that goes beyond the NIMBY/YIMBY positioning and works to coordinate across the
disciplines of behavioral health, homeless services, housing development, and housing
policy to ensure the development we are prioritizing and funding is set up to successfully
provide needed services in the long term in a way that promotes broad community
success.



Programs, Incentives, Actions and related Barriers to Implementing Housing for All

Income Levels

This list documents programs and actions implementing housing affordable to allincome
levels in Bellingham. It also identifies specific regulatory barriers and remedies to remove
those barriers, market-related barriers beyond the City’s control, and known gaps related
to availability of funding and organizational resources.

City Legislative Actions Encouraging Housing for All Incomes

2023 Amendments to Old Town Urban Village regulations increasing floor area
bonuses from 0.5 to 1.5 FAR for affordable housing.

2023 Amendments to ADU regulations adopting most elements required by HB 1337
including 2 ADUs per lot, allowing units up to 1,000 square feet floor area, and up to
24 feet in height. Retention of owner-occupancy requirement in residential single
zones (this requirement to be removed in 2025 to achieve full-compliance with state
law)

2024 Interim regulations removing parking minimums citywide for one year (interim
extended for additional six months in 2025 through July 2026).

2024 MFTE Program amended to expand 8-year market-rate program to all 7 urban
village areas, expand 12-year affordable program to all zones allowing middle and
multi unit housing, adjust affordability requirements for 12-year program to 80% AMI
for rental units and 50% AMI for co-living rental units, implement a 20-year
affordable homeownership program, allow for program extensions for properties
offering affordability, providing displacement protection for tenants, and ensuring
affordable units are not built to a lesser standard than market-rate units.

Barriers related to this program that remain are market-driven realities of cost of
construction materials, labor rates, financing rates, and related factors that
make 8-year market-rate projects marginal and most 12-year projects
unfeasible. Project viability is estimated to improve significantly with modest
changes in market conditions.

2025 Update to Barkely Urban Village plan allowing up to 3,000 housing units at a
variety of income levels in a mixed-use environment close to transit, employment,
and services.

2025 Interim middle housing regulations allowing Infill Toolkit (middle housing)
forms in all residential zones (except Lake Whatcom Watershed), and up to 4 homes
per lot, or 6 homes if two are affordable, or in proximity to high-frequency transit.
2025 Co-living housing regulations to be adopted by end of 2025 allowing co-living
housing forms in all residential multi zoned areas. Existing co-living housing in the
Bellingham area has average market-rate rents in the 50% AMI income range.

2025 Design Review regulations to be adopted by end of 2025 implementing clear
and objective standards for all housing types.



2025 The 25 neighborhood plans will be retired when the Bellingham Plan (periodic
update to Bellingham’s Comprehensive Plan) is adopted in December. These 25
legacy land use plans have functioned as land use regulatory documents since
1980.

These plans have presented barriers to housing production and affordability
and include a wide variety of goals and policies prioritizing lower-density
single-family residential development over other housing forms like middle
and multi-family housing. They also represent an overly complex regulatory
system with hundreds of individual zoning subareas with unique
requirements calling for a high level of expertise to understand and interpret,
and to successfully and effectively navigate. The level of detail and
complexity in each plan also varies across the city, presenting further
inequities.

2026 Final code updates for interim regulations for middle housing, design review,
and parking reform to be adopted.

2026 Residential zoning amendments replacing existing residential single and
residential multi system with residential low, medium, and high zoning designhations.
The low zone will allow the single-detached and middle housing types, 4 to 6 units
per lot, and include a citywide uniform minimum density (maximum lot size) to
ensure efficient, sustainable development. The medium and high zones will also
allow larger scale multi unit housing forms and carry forward existing minimum
density requirements from the residential multi zones. All residential zones will also
allow small-scale commercial services.

2026/2027 adopt an annexation plan that includes pre-zoning for land use
categories in the unincorporated UGA, completes planning for infrastructure for
extension of urban services, includes a fiscal impacts analysis, and a phasing plan.
This work will allow activation of areas in the UGA for development of housing at
urban levels affordable to a variety of incomes.

2028 - the voter-approved Bellingham Housing Levy utilizing property taxes for
affordable housing and related services will be up for consideration for renewal. This
levy first approved in 2008 and renewed in 2018 ($40M over 10 years) has been a
critical element of Bellingham’s funding strategy to help meet the needs of the
community.

City Programs and Incentives for Affordable Housing

Since 2015 Bellingham has offered fee reductions up to 80% for park, school, and
transportation impact fees for development of affordable housing.

Waivers of up to 80% for city utility system development charges and connection
fees.

The Multi-Family Tax Exemption (MFTE) program offers two affordable housing
options which are allowed in all designated urban villages (Downtown District, Old



Town, Fountain District, Samish Way, Fairhaven, Barkley and Waterfront), and in all
zones allowing middle housing or multi-family housing that are located outside of
designated urban villages. The 12-year MFTE option requires at least 20% of the
units be set aside as affordable at 80% AMI or less for 12 years in exchange for a 12-
year property tax exemption. The 20-year MFTE option requires at least 25% of the
units be set aside as affordable at 80% AMI or less for 99 years in exchange for a 20-
year property tax exemption.

Bellingham’s designated federal Opportunity Zones are Downtown, Samish Way,
and the Waterfront District. Consider development in these areas to receive
favorable tax treatment if you have investors facing capital gain liabilities.
Bellingham’s Home Rehabilitation Loan Program provides low-interest loans for
the rehabilitation of one- to four-unit family residences; these residences must be
owner-occupied by people with incomes at or below 80% of Whatcom County’s
median income, with some additional eligibility criteria. In addition to funding, this
program also offers inspections operational assistance, referrals, and more.

The City has ongoing opportunities for affordable housing projects. Other
opportunities include acquisition and opportunity loans, and emergency repairs.
These programs are funded by Bellingham’s Housing Levy, as well as federal funds
received through HUD and the City’s General Fund.

City Funded Human Service Programs to Prevent Individuals and Families from
Becoming Homeless

Opportunity Council rental assistance for tenants ($508,000 in 2023)

Lydia Place — Family Services Program ($353,719in 2023)

Opportunity Council — Prevention and Diversion for Families and Seniors ($174,935
in 2023)

Whatcom Dispute Resolution Center — Housing Stability Program ($155,645 in 2023)
Opportunity Council - Housing Lab ($54,114 in 2023)

Bellingham Public Schools - Carl Cozier Family Resource Center ($50,000 in 2023)
Bellingham Food Bank - Free Grocery Program ($50,000 in 2023)

Whatcom Council on Aging — Meals on Wheels ($50,000 in 2023)

Brigid Collins - Targeted Intensive Care Mgmt ($30,000 in 2023)

Max Higbee Center — Weekday Program ($30,000 in 2023)

Crisis Response providing outreach, shelter and other basic needs for individuals and
families if they do become homeless

In 2024 Bellingham partnered with community agencies and organizations to
provide overnight shelter, motel stays for families with children and other vulnerable
households, and 83 tiny homes located in three villages throughout the city.


https://cob.org/homefund

City work towards Housing Stability — securing long-term housing and support for
those left out of the private market

Over 1,700 affordable units built (333 in 2023). Funding for these projects comes
from a variety of federal, and local sources and totaled $15 million in 2024 (see
details in previous section for individual funding sources and authorized totals for
2024).

Over 1,400 homeowners have been helped to stay in their homes with home
rehabilitation loans averaging $14,600 per loan. Population served is about 35%
general low-income, 49% elderly, and 16% disabled.

Over 123 low-income households have purchased homes in Bellingham with
downpayment assistance. Average assistance is $26,000 per household. City
partners with Kulshan Community Land Trust and the WA State Housing Finance
Commission to help with down payments and closing costs.

Barriers to the success of the programs listed above include:

Insufficient funds — as described in previous sections of this document, the
additional estimated funds necessary to fully satisfy the community needs in
Bellingham would be in excess of $130 million dollars per year. Which is about
10x the currently available combined annual funding total. As described above,
current funding from federal and state agencies has not kept pace with inflation,
further reducing the leveraging ratios and impact local dollars can have.
Insufficient organizational resources — as described in previous sections of this
document, there is a need for more non-profit partners and other organizations with
the sophistication and experience to successfully move complex affordable housing
projects forward.

Limited resources for on-site supportive services — as described in previous
sections of this document, there is an acute industry-wide lack of capacity for on-
site counselors, case managers, clinicians and other behavioral and physical health
professionals.



