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May 1, 2025 

 
Matthew Huish 
City Manager 
City of Sequim 
 

Dear Mr. Huish: 

This letter confirms the Office of the State Treasurer’s (“OST”) receipt and review of the City of Sequim’s 
(the “City”) tax increment financing (“TIF”) draft project analysis report dated February 19, 2025. OST and 
Piper Sandler & Co., the state’s municipal advisor, have reviewed the materials provided. Based on our 
review, which is detailed in the sections to follow, we believe that the City’s project analysis generally 
addresses the topics listed in RCW 39.114.020(2) (the “TIF Statute”). However, please see our 
recommendations provided throughout this letter. 

Please note that this review is based on the information, projections, and assumptions provided by the 
City and its consultants in the project analysis. OST has not independently verified the data, as to either 
its accuracy or completeness, nor performed any feasibility analyses or projections of its own. 

Statutory Role and Purpose of Review 

As enacted by the 2021 Washington State Legislature, section RCW 39.114.020(7)(c) of the TIF Statute 
requires that prior to the adoption of an ordinance authorizing the creation of a tax increment area 
(“TIA”), the local government proposing the TIA must provide a project analysis to OST for review. Upon 
completing the review, OST must provide to the local government any comments regarding suggested 
revisions or enhancements to the project analysis that OST deems appropriate. OST received the City’s 
draft project analysis report on February 19, 2025. 

OST’s primary goal in our statutorily mandated review is to ensure that the project analysis addresses the 
topics listed in the TIF Statute and that risks that might result from the implementation of the project are 
adequately disclosed. 

Project Team 

Jurisdiction: 
City of Sequim 

Redevelopment Area: 
City of Sequim TIA 

County: 
Clallam County 

Consultants: 
Stowe Development & Strategies 

ECONorthwest 

Proposed Tax Increment Area 

The project analysis identifies approximately 612 acres as the “general contributing area”, which is 
comprised of 363 acres of proposed tax increment financings parcels, 36.5 acres of Department of Energy 
land, 24.3 acres of Port of Port Angeles land, and the remaining approximately 200 acres as Urban Growth 
Area (“UGA”). Of this “general contributing area”, the City’s proposed TIA of 363 acres is generally located 
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in the southeastern corner of the City’s urban growth boundary, with Sequim Bay to the east, Highway 
101 to the south and west, and West Sequim Bay Road and UGA forming the northern border. The 
“general contributing area” is zoned as R4-8 single family residential, with 160 acres designated as a 
planned resort community. The project analysis describes these areas as being underserved and 
underdeveloped, with access to potable water and wastewater infrastructure being a limiting growth 
factor.   

According to the project analysis, the 363 acres within the TIA had a total assessed value (“AV”) of 
$57,258,192 for the 2024 tax year, or approximately 3.0% of the City’s total AV of $1.9 billion, which is 
below the statutory limit of the lesser of $200 million in AV and 20% of the City’s total AV. 

Figure 1 – Map of Proposed Tax Increment Area 

 
Source: City of Sequim TIA Project Analysis 
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Within the boundaries of the TIA, Seabrook Land Corporation (“Seabrook”) has proposed to develop a 
“high quality, multi-generational, new urbanist mixed use master plan community” (“Westbay”) similar 
to the community at Pacific Beach on the Washington coast, also developed by Seabrook. The specific 
development program proposed by Seabrook for Westbay includes: 

• 450 single-family homes at 1,800 square feet with an average sale price of $1.1 million 

• 150 townhome/condo units with an average sale price of $900,000 

• 25,000-30,000 square feet of commercial/retail space 

• Construction starting in 2026, with buildout over 12 years (50 units per year) 

The project analysis states that this development program represents the Baseline Development 
Program scenario. Moderate and Conservative development scenarios were also described. Both of 
these scenarios reflect a two-year delay in Westbay development with the Conservative development 
scenario assuming that only 90% of the overall development included in the Baseline and Moderate 
scenarios will occur. 

Figure 2 – Westbay Concept Plan 

 
Source: City of Sequim TIA Project Analysis 

Impacted Taxing Districts 

Seven taxing districts with regular property tax levies would be directly impacted by the TIA. These 
districts are: 

(1) City of Sequim; 
(2) Clallam County; 
(3) Port of Port Angeles; 
(4) EMS (Fire District #3); 

(5) Hospital District #2; 
(6) Fire District #3; and 
(7) North Olympic Library District. 



 Page 5 of 17 

Legislative Building, P.O. Box 40200 Olympia, Washington 98504-0200 
(360) 902-9000 • TTY USERS: CALL 711 • FAX (360) 902-9037  

www.tre.wa.gov 
  

After the effective date of the TIA, the levy rate for each of these jurisdictions will be applied to the 
increased assessed value within the TIA, with the tax increment revenues remitted to pay for or reimburse 
the City for certain public improvement costs. The City has indicated that the public improvement costs 
include the debt service on an already-obtained utility system revenue loan, and reimbursement 
payments to Seabrook, the developer, for the share of the public improvements for which Seabrook is 
responsible. Please see the “Recommendations” section later in this review for OST’s comments regarding 
the Seabrook reimbursement agreement and the use of TIF revenue to pay the debt service costs of the 
already-obtained utility system revenue loan. 

The TIF Statute requires a mitigation plan if at least 20% of a fire district, regional fire protection service 
authority, EMS district, and/or public hospital district’s AV is expected to be impacted. As described in the 
project analysis, the proposed TIA represents 0.6% of the total AV for the Clallam County Fire Protection 
District #3 and its related EMS area, and 0.4% of the total AV for the Clallam County Public Hospital District 
#2. Therefore, no mitigation plan is required for either of these districts. 

Project Description 

Public Improvements within the TIA 

To facilitate private development in the TIA, the project analysis describes the need to construct two 
sanitary sewer lift stations with attendant gravity and pressure lines, along with the need to extend water 
mains. The current planning level costs for the sanitary infrastructure are in excess of $30 million while 
the water infrastructure cost is approximately $5 million. TIF revenues are projected to support $22.7 
million of these amounts, with the balance coming from other City sources. Per our understanding of the 
project analysis, the specific TIF-funded projects appear to be: 

• Lift Station 1: $4.7 million (full project cost = $14.5 million) 
• Lift Station 2 and Related Water Lines: $11.5 million 
• Road Improvements:  $6.5 million (subject to funds remaining) 

There appear to be certain discrepancies in the project analysis regarding cost estimates of the public 
improvements, specifically in the descriptions under “TIA Public Improvement Needs and Costs” on page 
10, and “Private Development Risk Sharing” on pages 14 and 15.  

The full project cost of Lift Station 1 is described as $14.5 million; however, the project analysis states 
separately that the anticipated TIF revenues of $4.7 million are 50% of total project costs, which would 
produce a total project cost of $9.4 million.  

Regarding Lift Station 2, related water lines, and road improvements, the project analysis describes the 
total project cost of Lift Station 2 and related water lines as approximately $18 million, with road 
improvements “subject to any remaining funds from Lift Station 2/water lines” (page 10). However, 
Figure 6 of the project analysis shows a cost of $11.5 million for Lift Station 2 and related water lines, 
and $6.5 million for road improvements, for a combined total cost of $18 million.  

According to the project analysis, the responsibility for the construction of these public improvements will 
be split between the City and Seabrook. Lift Station 1 is expected to be constructed by the City. Lift Station 
2 and the described water lines and road improvements will be constructed by Seabrook. The project 
analysis did not provide an expected timeline for the completion of the public improvements. 
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Based on a future reimbursement agreement between the parties, the City will repay Seabrook for the 
public improvement costs to be constructed by Seabrook from tax allocation revenues received from the 
TIA. The maximum amount that the City will reimburse Seabrook for public improvement costs from TIA 
revenues is $18 million over the life of the TIA. Under the anticipated reimbursement agreement, 
Seabrook will assume all the risk if TIF revenues are insufficient to fully reimburse the costs of the 
identified public improvements that it is responsible for constructing.  

Given the unique nature of this reimbursement agreement, OST strongly recommends that the City 
consult with its legal counsel to ensure that the reimbursement agreement is structured in a manner that 
complies with the Washington State Constitution and does not inadvertently create any lending of credit 
or gift of public funds issues. 

“But For” Finding 

The project analysis indicates that without the public improvements, future phases of private 
development forecast to occur in the TIA likely would be delayed, reduced, or canceled. The report states 
that: 

…the proposed private development could not be reasonably expected to occur without the 
identified TIF infrastructure improvements. Additionally, the assessed values from projected 
private development within the TIA would be less than the increase in assessed values from 
private development with the TIF improvements. (page 41) 

Private Development within the TIA 

A Baseline development scenario for private development assumptions was provided in the project 
analysis, with details shown in Table 1 below. Moderate and Conservative development scenarios were 
also included, and those assumptions are shown below in Tables 2 and 3, respectively. The City has 
identified the Moderate development scenario assumptions as the most likely development scenario to 
occur at this time.  

Beyond the development anticipated as part of Westbay, each development scenario includes some 
assumed amount of speculative development. This speculative development should be viewed 
conservatively and may require further sensitivity analysis to arrive at reliable revenue projections within 
the TIA.  
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Table 1 – Baseline Development Scenario 

 
Source: City of Sequim 

Table 2 – Moderate Development Scenario Assumptions 

 
Source: City of Sequim 
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Table 3 – Conservative Development Scenario Assumptions 

 
Source: City of Sequim 

Assessed Value of the TIA 

As cited in the project analysis, the estimated AV of the parcels within the TIA for the 2024 tax year is 
$57.3 million, or approximately 3.0% of the City’s total AV of $1.9 billion, which is below the statutory 
limit of the lesser of $200 million in AV and 20% of the City’s total AV. 

The timing and magnitude of real property development in the TIA will drive growth in incremental 
assessed value, which in turn will determine the amount of tax increment revenues generated by the 
project area. For the three development scenarios provided by the City, the incremental taxable assessed 
value of the TIA is estimated by assigning market-based improvement prices reflecting the land use and 
size of the projected and assumed speculative development. 

Tax Allocation Revenue Projections 

The TIA is expected to take effect on June 1, 2025, with 2025 as the base year and 2026 being the first 
year in which the City expects increment revenue to be calculated. Due to the lagging nature of the 
property tax, the first year that tax increment revenue will be received is 2027. The term of the TIA is 
assumed to be 25 years (the maximum allowed) with 2051 the final year in which tax increment revenues 
will be received.  

The projection of assessed values, and the resulting tax increment revenues, assumes that new 
construction is added to the tax roll the year after construction is completed. This may be aggressive 
given the potential for intra-year delays in establishing a property on the tax rolls for the following year.  

The total projected TIF revenues produced under each development assumption scenario over the 25-
year life of the TIA are shown below in Tables 4 through 6. In addition to the total revenues, a present 
value figure assuming a discount rate of 5% (approximating the City’s cost of capital) is included. This is 
intended to illustrate the amount of debt that the projected TIF revenues could be expected to support. 



Page 9 of 17 
 

Legislative Building, P.O. Box 40200 Olympia, Washington 98504-0200 
(360) 902-9000 • TTY USERS: CALL 711 • FAX (360) 902-9037  

www.tre.wa.gov 
 

Table 4 – TIA Allocation Revenues for Baseline Development Scenario 

 
Source: City of Sequim 

 
Table 5 – TIA Allocation Revenues for Moderate Development Scenario 

 
Source: City of Sequim 

 
Table 6 – TIA Allocation Revenues for Conservative Development Scenario 

 
Source: City of Sequim 



Page 10 of 17 
 

Legislative Building, P.O. Box 40200 Olympia, Washington 98504-0200 
(360) 902-9000 • TTY USERS: CALL 711 • FAX (360) 902-9037  

www.tre.wa.gov 
 

Projected Increment Value Under Moderate Development Scenario 

As shown in Table 5, the total projected TIF revenues generated throughout the life of the TIA under the 
Moderate development scenario, which was identified in the project analysis as the most likely scenario, 
are $57,971,000, or $25,630,000 on a present value basis. The projected revenue is based on realizing a 
total increment value of almost $1.7 billion by the end of the TIA in 2051. The first year that any increment 
value and related revenue would be realized appears to be 2029 (note the discrepancy in Figure 23 of the 
project analysis, which shows revenue first occurring in 2028). See Table 7 for details (note that, per the 
project analysis, the first column header is “Assessment Year” but in later tables similar information is 
labeled as “Tax Year”). 

Table 7 – Projected Increment Value with the TIA Under the Moderate Development Scenario 

 

Source: City of Sequim 
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Levy Rate 

Under the TIF Statute, only certain regular levies are applied to the TIA. Both parts of the state school levy, 
local school district excess levies, voted bond levies, and levies of districts for the purpose of making 
required payments of principal and interest on general indebtedness are excluded from the TIA levy rate. 
The TIA’s annual levy rate may change year-to-year based on factors including future incremental 
increases to the AV of the TIA, the future AV of the taxing districts, and relevant levy limits. The project 
analysis calculates the levy rate for each of these jurisdictions and applies the levy rates to the projected 
incremental AV within the TIA, to calculate the projected tax allocation revenues provided in Tables 4 
through 6. 

Financing Plan for Public Improvements 

The City plans to finance the $14.5 million cost of Lift Station 1 through an already-obtained loan with an 
interest rate of 1.6%. Our understanding is that the loan will be backed by the City’s utility system 
revenues and will not be a general obligation of the City. This is the only City debt expected to be issued 
in support of the public improvements within the TIA. TIF revenues are expected to support loan payments 
for $4.7 million of the principal amount of this loan. The City anticipates that the remaining loan amount 
will be paid by revenue from latecomer agreements or other utility sources. 

While the full details on the City’s “already-obtained loan” were not provided in the project analysis, this 
novel approach raises certain concerns. First, and most importantly, it is not clear that the loan payments 
of a utility system revenue obligation can legally be paid with TIF revenues. RCW 
39.114.010(6)(d)identifies the principal and interest costs on general indebtedness issued to finance 
public improvements as eligible public improvement costs. General indebtedness is further defined as 
general obligation bonds or notes. Given the specific wording of the TIF Statute, OST recommends that 
the City consult with counsel to determine whether TIF revenues legally may be used to pay the principal 
and interest costs of the City’s utility system revenue loan. 

Secondly, if the City is unable to use TIF revenues to pay the debt service on this loan, would that impact 
the City’s “but for” analysis (RCW 39.114.020(1)(j)(iii), and the City’s need for the TIA?  

It is expected that Seabrook will finance its share of the public improvements. There is specific discussion 
in the project analysis of the terms for this borrowing, and it appears that the assumed borrowing rate is 
8.00%. Under the anticipated reimbursement agreement, Seabrook will assume all the risk if TIF revenues 
are insufficient to fully reimburse Seabrook for the costs of the identified public improvements that it is 
responsible for constructing. 

Debt Capacity 

The City does not anticipate issuing general obligation debt to support this TIA; therefore, there is not 
expected to be any impact to the City’s debt capacity. 

Projected Debt Service Coverage 

Under the potential reimbursement agreement with Seabrook, the TIF revenues are expected to be 
allocated 50/50 between the City and Seabrook (see Table 8). This adjusted TIF revenue stream is what 
the City is using to project how much will be available to pay debt service on its loan. 
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Table 8 – City’s Projected TIF Allocation Revenues Under the Moderate Development Scenario* 

 

Source: City of Sequim 

*OST notes that Table 8 (Figure 23 of the City’s project analysis) should be corrected to show revenues beginning in 
2029, not 2028. 

Based on the City’s share of projected TIF allocation revenues shown in Table 8, Table 9 below illustrates 
the annual and cumulative revenue shortfall/surplus and the resulting debt service coverage under the 
Moderate development scenario. The projected results show annual shortfalls for the initial five years and 
a positive cumulative balance by year ten. Note that the debt service shown reflects only the $4.7 million 
portion of the total $14.5 million loan that the City is expecting to be paid from TIF revenues. 
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Table 9 also includes similar projections related to the debt service of Seabrook’s expected borrowing to 
fund its share of the cost of the public improvements. Seabrook is expected to see annual shortfalls 
through 2037 and does not expect to achieve a positive cumulative balance until 2048. Note that once 
the City has achieved a positive cumulative balance, its share of the annual TIF revenues will be provided 
to Seabrook to assist with covering the developer’s debt service costs. The annual shortfalls and 
cumulative balance information shown in Table 9 reflect this transfer of the City’s excess TIF revenues.    

Table 9 – Projected Debt Service Coverage/Shortfall Under the Moderate Development Scenario 

 

Source: City of Sequim 

The City also provided projected debt service coverage calculations under the Baseline and Conservative 
development scenarios, which are shown in Tables 10 and 11.  

We note that there appears to be a double counting in Tables 9, 10, and 11 (Figures 24-26 of the project 
analysis) in the year in which the City’s final shortfall is repaid. For example, in Table 9, in tax year 2035, 
the City starts the year with a cumulative shortfall of $410,150. After reimbursing the City for this shortfall, 
$56,389 of tax increment revenue remains. However, Table 9 shows the full $466,539 being transferred 
to Seabrook, which should be instead $56,389. Table 10 contains a similar error in Tax Year 2032, while 
Table 11 contains a similar error in Tax Year 2037. 

For the Baseline development scenario (Table 10), the more rapid timeline for private construction within 
the TIA compared to the Moderate development Scenario results in a projected initial annual surplus for 
the City in 2029 with a positive cumulative balance in 2032. Seabrook is projected to realize an initial 
positive annual surplus in 2035 with a positive cumulative balance in 2045. 
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Table 10 – Projected Debt Service Coverage/Shortfall Under the Baseline Development Scenario 

 

Source: City of Sequim 

Under the Conservative development scenario (Table 11), the reduced scope of private development 
within the TIA compared to the Moderate development scenario results in a projected initial annual 
surplus for the City in 2032 with a positive cumulative balance in 2037. Seabrook is projected to realize an 
initial positive annual surplus in 2041 with a positive cumulative balance not occurring until 2051.   
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Table 11 – Projected Debt Service Coverage/Shortfall Under the Conservative Development Scenario 

 

Source: City of Sequim

Key Risks 

From OST’s review of the project analysis, it appears that the anticipated public improvements and 
corresponding economic development could benefit the City and the surrounding community. 
Nonetheless, the proposed project comes with certain risks to the City, which we attempt to summarize 
below:  

Utility System Revenue Bond Debt Service: Using TIF revenues to pay the debt service on the City’s 
already-obtained utility system revenue loan is a novel approach. However, the approach is untested, 
and it is not clear that the loan payments of a utility system revenue obligation can legally be paid 
with TIF revenues. The TIF Statute identifies the principal and interest costs on general indebtedness 
issued to finance public improvements as eligible public improvement costs. However, general 
indebtedness is further defined as general obligation bonds or notes. We recommend that the City 
consults with its legal counsel to determine whether tax allocation revenues may be used to pay the 
principal and interest costs of the City’s utility system revenue loan. 

Finally, if it is determined that using TIF revenues to pay the principal and interest of the City’s already-
obtained utility system revenue loan is proper payment of an eligible public improvement cost, the 
arrangement will subject the City to the risk that its utility system will be required to pay a greater 
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than anticipated amount of debt service due on the loan, if the amount of TIF revenues collected is 
less than expected to be available to contribute to debt service payments.  

Developer Risk: A significant risk to the City with this project is its exposure to the developer, 
Seabrook. The City is offloading a portion of the public improvement costs to the developer, thereby 
reducing the City’s reliance on projected TIF revenues. However, this transfer of risk means that the 
City is dependent on Seabrook to uphold its responsibilities. The TIF revenue projections are based on 
Seabrook successfully developing the Westbay master plan community, and that development is in 
part predicated on successful completion of Seabrook’s portion of the public improvements. If 
Seabrook fails to follow through on either front, then the TIF revenue projections will be lower than 
projected. Additionally, the project analysis describes an anticipated reimbursement agreement with 
Seabrook. As that agreement has not yet been finalized, the terms for protecting the City in the event 
that Seabrook experiences any financial difficulties will be important to consider. It will also help 
shield the City from risk if the public improvements constructed by Seabrook are transferred to City 
ownership as soon as possible. 

Seabrook Reimbursement Agreement: If not structured correctly, using tax allocation revenues to 
make payments to a private developer could cause the City to violate the lending of credit or gift of 
public funds provisions of the Washington State Constitution.  

Economic Conditions: Growth in the TIA’s assessed value could be negatively impacted by depressed 
economic conditions. A variety of economic and technological factors could negatively impact the 
demand for development, jeopardizing the timeline, scale, and market value of private development, 
potentially reducing tax increment revenues. 

Permits: It is unclear where the private development projects are in the permitting process. Delays in 
permits could negatively impact the construction of the private developments within the TIA, 
potentially reducing the amount of TIF revenues generated by the TIA.  

Construction Delays: Any delay in the construction timeline of the private developments could reduce 
the amount of tax increment revenues produced by the TIA.  

Assessed Valuations: As private developments are completed, the actual assessed values will depend 
on factors considered by the County Assessor’s office. Tax increment revenues could potentially be 
lower than projected if the assessed values of the projects are lower than expected or take longer 
than anticipated to be reflected on the County’s tax rolls. 

Escalation of Project Costs: There was no timeline provided for the development of the public 
improvements, but an extended construction timeline could introduce inflation and potential legal 
regulatory changes, which could have a significant impact on the delivery of the public improvements.  

Interest Rate Risk: The City has obtained a low 1.6% interest rate for the financing it expects to 
complete in conjunction with the TIA so it will not be exposed to interest rate risk. However, Seabrook 
will be exposed to interest rate risk until it secures financing for its share of the public improvements. 
The project analysis assumes a developer interest rate of 8.00%. An increase in the actual interest rate 
would require more TIF revenues and/or developer resources than anticipated in order to service the 
debt. 
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Risk Summary: The risk factors outlined above could result in delays to the project, and/or decreased tax 
increment revenues, and a decreased ability to reimburse the costs of the public improvements. If severe 
enough, reduced tax increment revenues could obligate the City to pay a larger-than-expected portion of 
the debt service due on the loan from City utility system revenues. 

Recommendations 

To help avoid problems or unanticipated costs and risks associated with the project, we recommend the 
City consider the following measures: 

1. Prior to approving the TIA, we recommend that the City consult with its legal counsel to determine 
whether TIF revenues may be used to pay the principal and interest costs of the City’s already-
obtained utility system revenue loan. 

2. Prior to approving the TIA, we recommend that the City consult with its legal counsel to make sure 
that the Seabrook reimbursement agreement is structured in a manner that complies with the 
Washington State Constitution, does not inadvertently create any lending of credit or gift of public 
funds issues, and adequately protects the City from risks associated with any nonperformance or 
material delay by Seabrook. 

3. Prior to approving the TIA, we recommend the City coordinate closely with the County Assessor’s 
office as well as impacted taxing districts to ensure that all parties have an accurate understanding of 
how the TIA will impact them and provide sufficient time to work through any concerns.  

4. As the project moves forward, we recommend the City coordinate with the County Assessor’s Office 
to help ensure that the TIF revenue projections match the County’s assessment process and are as 
accurate as possible. 

Thank you for the opportunity to review the City’s project analysis. Based upon the information provided 
to date in connection with this project, this concludes our review. If there are material changes in the 
scope, timing, or cost of the project, please let us know. We wish the City all the best with its project.  
 
Respectfully, 

Mike Pellicciotti 
Washington State Treasurer 

 
Jason Richter  
Deputy Treasurer 
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