City of Bellingham

Community and Economic Development Committee Agenda
April 15, 2024, 4:00 PM

Mayor: Kimberley Lund Contact: (360) 778-8100, mayorsoffice@cob.org
Council Members: Jace Cotton, Chair Contact: (360) 778-8200, ccmail@cob.org
Hannah Stone, Hollie Huthman https://cob.org/council

Legislative Assistant: Jackie Lassiter

The City Council meeting will be conducted in a hybrid setting: both in-person and remote access will be
available.

Members of the public wishing to view the meeting in person may do so at Council Chambers on the second
floor of City Hall, 210 Lottie Street, Bellingham, WA, unless otherwise noted. Council meetings are streamed
live via the City’s website at https://cob.org/meetings and on the City’s YouTube channel at
https://cob.org/btv. Meetings are also broadcast in high definition on BTV on Comcast channel 321, and in
standard definition on Comcast channel 10. Members of the public who do not have cable or Internet access
may listen to the meeting via telephone by using any of the following phone numbers:

e (253) 215-8782 e (346) 248-7799 e (669) 900-6833 e (301) 715-8592 e (312) 626-6799

Meeting ID: 859 4278 3098
Password: 9

Call to Order

Council Standing Committee Meetings:

Open to the public to attend. Note: there is generally no public comment period for Committee sessions.
Standing Committee Members receive reports and information, ask questions and, when appropriate, vote on
a recommended action for consideration by the full Council at the Regular Meeting. The notice of Committee
Meetings identified below also serves as notice of Special Meetings of the City Council at the times identified
as Council Members who are not members of the committee routinely attend and participate in the
Committee Meetings. Committee Chairs give a report of the Committee Meeting at the Regular Meeting in the
evening prior to deliberation and formal vote in the order shown below:

Community and Economic Development
Jace Cotton, Chair
Hannah Stone, Hollie Huthman

24092 1. Presentation by Western Washington University's Small Business Development p.3
Center (WWU SBDC)

Adjournment


mailto:mayorsoffice@cob.org
mailto:ccmail@cob.org
https://cob.org/council
https://cob.org/meetings
https://cob.org/btv

Agenda Information

Council Committee and Regular Meeting agendas and agenda packets, which contain the supporting
documentation for agenda items, are available to the public Wednesday afternoon prior to the meeting. They
are posted at https://cob.org/meetings. Meetings are streamed live at https://cob.org/btv on the internet as
they occur

Accessibility

The Council Chambers is fully accessible. Elevator access to the second floor is available at City Hall’s west
entrance. Hearing assistance is available, and a receiver may be checked out through the Deputy City Clerk
prior to the evening session. For additional accommodations, contact the Legislative Assistant at 778-8200 in
advance of the meeting. Thank you.

Next City Council Committee Meetings: Monday, May 6, 2024

Deadline to submit material for any public hearing for inclusion in the published agenda packet is 10:00 a.m.
on Wednesday prior to the meeting.


https://cob.org/meetings
https://cob.org/btv

24092

Bill Number

City Council Agenda Bill

Subject: Presentation by Western Washington University's Small Business Development Center (WWU
SBDC)

Summary Statement: Through an Interlocal Agreement with the Port of Bellingham and Whatcom County, the City supports a
collaborative commitment to fund the Port of Bellingham's Regional Economic Partnership (REP), fund Western's Small Business
Development Center (SBDC), maintain the "Choose Whatcom" website and oversee various contracts with economic development
focused activities. The Executive Director of the SBDC will provide an overview of its 2023 activities and accomplishments.

Previous Council Action: Adoption of Interlocal Agreement between Whatcom County, City of Bellingham and Port of
Bellingham Regarding a Coordinated Approach to Funding Economic Development

Fiscal Impact: $100,052 in 2023

Funding Source: General Fund

Attachments: 1. WWU 2023 Q4 REPORT
Meeting Activity Meeting Date Recommendation Presented By Time
Committee Briefing - 04/15/2024 Information/Discussion CJ Seitz, SBDC Director 15 minutes

Information Only
Recommended Motion:

Council Committee: Agenda Bill Contact:
Community and Economic Development Tara Sundin, Community and Economic Development Manager
Committee
Reviewed By Department Date
Blate G. Lyou Planning & Community Development ~ 04/08/2024
Council Action:
Amy B. Ruatham Legal 04/08/2024
Rimberley §. Lund Executive 04/09/2024
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Q4 2023

Contract Deliverables
Businesses Served Q4 2023 Q4 2022 YTD 2023
Business Counseling Received 155 141 466
SBDC Sponsored Training Participants 17 7 52
Research or Students Projects 0 0 6
Information or Resources Provided 68 67 271
Clients’ Economic Impacts Q42023 Q4 2022 YTD 2023
Capital Formation $356K S90K $11.3M
Business Starts 10 1 31
Jobs Created or Retained 17 20 996

Top Areas of Counseling: Start-up Assistance, Managing a Business, Buy/Sell Business, Human
Resources/Managing Employees, Financing/Capital

Rolling 12-month Demographics

Top Industries: Retail, Accomodation & Food Services, Health Care & Social Assistance, Service
Establishment, Manufacturing

Annualized Sales: $174M
Jobs Supported: 1,566

New Entrepreneurs:

- number of Buy/Sell business clients served in Q4: 19

- number of Start-up clients served in Q4: 59

WWU SBDC Quarterly Report
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Highlights

Welcoming Allijah Motika!

The WWU Small Business Development Center (SBDC) is pleased to announce Allijah Motika has
joined our team as Marketing Coordinator and Program Specialist. Allijah supports both the
Whatcom and Kitsap centers’ marketing and outreach efforts while providing resources for
community inquiries and new-client assistance. Coming to us from the Viking Union at WWU,
Alijah's background in marketing and customer service made him a perfect fit to assist our team in
reaching and serving small business owners across Kitsap and Whatcom counties.

Spanish-language Resource Partnership with Sustainable Connections

Our team has partnered with Sustainable Connections to provide guidance and resources to small
business owners navigating the changing regulations following the City of Bellingham's single-use
plastics ordinance. Community Business Development Director and Certified Business Advisor
Liliana Deck teamed up with Katy Tiernan of Sustainable Connections to develop and produce a
Spanish-language video to explain the changing regulations. The “Residuos Y Mas: Plasticos
Desechables” video is available at: sustainableconnections.org/single-use-plastics/

Cybersecurity in Government Contracting

WWU SBDC Executive Director CJ Seitz joined Cara Buckingham of Washington APEX Accelerator to
cohost a cybersecurity workshop on October 19, 2023. Kelly Sowards of Impact Washington and
Brent Lundstrom, Director of the Cybersecurity Center for Excellence at Whatcom Community
College, joined Cara to provide an overview of cybersecurity vulnerabilities, specific regulations
and useful resources for small businesses contracting with the government.

Washington State SBDC Biannual Conference

In October, WWU SBDC advisors joined their colleagues at the bi-annual statewide SBDC
conference in Ellensburg, WA. Advisors from around the state shared resources, best practices, and
discussed methods to enhance the quality and effectiveness of our services.

WWU SBDC Quarterly Report 2
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Marketing

Newsletters

e 2 newsletters sent to Whatcom
e 2 newsletters and 1 email sent to Kitsap

Website Data for shdc.wwu.edu

e 2,015 total sessions

e 823 total users

e Top 5 pages:

o Homepage: 786

Kitsap SBDC: 207
About Whatcom SBDC: 180
About SBDC: 144

@)
O
O
o Free Business Resources: 108

WWU SBDC Quarterly Report
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CENTER

e 6 emails sent total
e Open rate 45% is 15% higher than
industry average

Facebook
e Total followers: 1,060
e Postreach: 1,348
e Posts: 41
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Small Business Trends and Observations

Economic uncertainty, inflation, hiring difficulties and rising benefit costs have been a constant
challenge for existing small business owners in 2023. Despite these challenges, there is a steady
flow of those considering entrepreneurship opportunities and demand for our services remains
strong.

Access to Capital/Financing

Microlending: Conversations continue regarding financing options for historically disadvantaged
clients and/or solopreneurs. Below is a list of some of the most common unmet financing needs
we encounter among clients who are newcomers (i.e. immigrants), women, young, and/or rural
entrepreneurs:
e Loans from $2,000 - $100,000. (Typically, commercial lenders give priority to loans with a
minimum of $250,000.)

e Loans based on a percentage of revenue verses a fixed amount

e Loans with an interest rate lower than credit cards

e Lending available for those without a credit history (or sub-par credit)
e Loans with a grace period (ex: 6 months) before repayment commences

Interest Rates & Tightening Credit Markets: With higher interest rates than prior years, variable
rate loans have been challenging for many clients throughout 2023. Those wanting to start or buy a
business are sometimes dissuaded if commercial financing is their only option.

On a positive note, recent changes to SBA lending procedures may allow for more flexibility in
buy/sell scenarios. Previously, business owners looking to sell had to exit the business entirely.
Now sellers can retain a small equity position of 10%, which can ease the down payment
requirements of buyers (new borrowers). We have heard from several of our local and regional
lenders that these new lending guidelines will be embraced. However, one challenge that remains
is that in such scenarios where a seller stays on and retains ownership, they will be required to
personally guarantee the debt along with the new buyer of the business.

Clients able to access capital in the current environment often have family wealth, high personal
net worth, and/or strong credit. Those without these privileges are more willing to accept equity
investors to access capital—which can be riddled with ownership/management challenges and
compliance issues with Washington State’s Department of Financial Institutions.

Clients also seek out alternative sources of capital including grants, merchant account advances,

factoring of accounts receivable, peer-to-peer lending, crowdfunding, and vendor financing to
keep their businesses running.

WWU SBDC Quarterly Report 4
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COVID EIDL: Now that COVID EIDL loans are in repayment, we occasionally hear about fraudulent
loans being discovered for the first time. This happens when a business owner is notified that they
are behind on loan payments, but they never took out the EIDL loan to begin with. Rather, they
were victims of identity theft and fraud. In such cases, the SBDC has close relationships with the
SBA and can assist clients in reporting the fraud and working to clear up any negative impact to
credit ratings. The SBA is hosting workshops to assist businesses understand the EIDL repayment
process.

ERTC: In October, the IRS announced a withdrawal process for Employee Retention Credit claims—
a special initiative aimed at helping businesses concerned about an ineligible claim amid
aggressive marketing scams. The SBDC notified our clients of this initiative through our
newsletters. See IRS Newswire, Issue Number IR-2023-193 ' for further details.

SBDC advisors educate their clients about the opportunity and issues with problem claims, as
businesses can receive up to $26,000 per employee. Many employers in our area may qualify, even
if they previously received PPP loans that have been forgiven. The eligibility requirements for ERTC
have continually changed which has resulted in confusion, even among professionals, about
whether a business qualifies. There is still time for businesses to apply for past quarters, as
employers have up to three years from the date of filing their original payroll tax return to apply.
We have seen a number of our SBDC clients receive more than $100,000 in credits that come in the
form of direct cash payments. This has been tremendously helpful for businesses that are still
struggling to recover.

2024 Regulatory Changes

Minimum Wage: Washington State’s minimum wage is going up to $16.28 an hour effective Jan. 1,
2024, a 3.4% increase over 2023, and some cities have set their minimum wage higher. The state
minimum wage applies to workers age 16 and older. Under state law, employers can pay 85% of the
minimum wage to workers ages 14-15. For 2024, the wage for that younger group will be $13.84 per
hour.

Washington’s Department of Labor and Industries (L&I) updated the rules for exempt workers in
2020, creating an eight-year implementation schedule that incrementally raises the multiplier until
it reaches 2.5 times the minimum wage rate in 2028. The pace of the increase is based on the size
of the employer.?

"https://www.irs.gov/newsroom/irs-announces-withdrawal-process-for-employee-retention-credit-claims-
special-initiative-aimed-at-helping-businesses-concerned-about-an-ineligible-claim-amid-aggressive-
marketing-scams

2 Salary Threshold Implementation Schedule, F700-207-000, lni.wa.gov

-8-
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With the passage of Initiative 1, businesses in Bellingham city limits must pay $1 more than the
minimum (or $17.28), effective May 1, 2024. By May of 2025, Bellingham employers will pay $2.00
more than the State’s minimum wage, and will be adjusted on January 1st of each subsequent year
to remain $2.00 above the State minimum. The measure also creates a private right of action,
prohibits retaliation against employees, and grants City representatives access to work sites and
records to monitor compliance. Violations will constitute civil infractions and will be enforced by
the City.

Workers Compensation: Washington’s Department of Labor and Industries (L&I) adopted a 4.9%
increase in the average worker’'s compensation premium rate for 2024 (which equates to about $65
annually per FTE). This rate increase takes effect 1/1/2024. More information can be found at: Final
Rates (wa.gov).?

Pre-employment drug screening: Beginning Jan. 1, 2024 employers will be prohibited from
rejecting job applicants due to legal cannabis use. The law includes exceptions for some positions
(such as certain first responder, law enforcement, aerospace industries).*

Industry Observations

General Observation: Hiring and retaining staff remains challenging for most employers. At the
same time, many employers are concerned with their ability to pay at the levels expected by
employees. Wage compression concerns are real, especially in Bellingham, with the passage of
Initiative 1. With previous minimum wage increases it was common to see employers also
increasing wages of their more tenured, high paid staff. This is becoming unsustainable for many in
the hospitality sector and we are hearing more clients say they just can’t raise everyone’s wages at
the same pace and keep existing wage gaps in place.

Buy/Sell activity remains strong. We are currently assisting clients in transitioning ownership to
the next generation and also facilitating discussions around employees transitioning to eventual
ownership. A long horizon and creative financing are frequently part of the solution in making
these deals happen. The trend of industry consolidation continues and in some cases we are
seeing many local jobs eliminated as a result.

Healthcare: Physicians and other medical professionals who receive the bulk of their revenues

through insurance reimbursements continue to feel the squeeze on operating margins. We assist
healthcare clients with cash flow projections and a deep-dive of reimbursement rates by Current
Procedural Terminology (CPT) codes and insurance providers to try and optimize billing practices

* https://Ini.wa.gov/insurance/rates-risk-classes/rates-for-workers-compensation/rates-notice
“SB 5123: https://app.leg.wa.gov/billsummary?Year=2023&BillNumber=5123

-9.
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and profitability. We have been seeing more healthcare professionals looking to start their own
private practices and leave corporate run practices. Consolidation in healthcare with private equity
firms and institutional buyers acquiring group practices have left many physicians, dentists,
veterinarians etc. disillusioned and wanting more freedom and control.

Real Estate: The commercial real estate sector is seeing rising costs particularly in insurance rates
and repairs & maintenance. However, it has been challenging for property owners to pass along
these cost increases in the form of rent increases. Property valuations (appraisals) are also often
coming in lower as cap rates have increased with interest rates going up. On average valuations
are down about 15-20%.

Retail: Some store owners are altering their days/hours of operations to offset rising labor costs.
Some retailers and wholesalers are having difficult time moving inventory that swelled as supply
chain bottle necks eased. Our recommendation to such clients is to prioritize the sale of existing
inventory while closely monitoring the procurement of new merchandise.

Service Industries: Clients in the service industry continue to assess their pricing strategy to offset
rising material and labor costs. Al is reportedly presenting competitive challenges for some
creatives who work with photography, and web content creation. Subscription photography Al
services are making it less expensive for business to create and purchase images that are
customized to their description, rather than hiring a professional photographer. Al services are
also available which can create enormous amounts of web content, challenging content writers.

Restaurants/Hospitality: This industry will continue to feel some of the greatest impacts as
additional increases are made to the minimum wage. High labor and food costs continue to put
pressure on these businesses to raise prices and/or cut costs elsewhere.

E-commerce: Local retailers continue to grow sales and profitability through eCommerce. We
regularly consult with businesses on website/e-commerce storefront building, Search Engine
Optimization (SEO), Pay-Per-Click advertising, social media marketing, and inventory management.

-10 -
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Client Quotes and Testimonials

“Kathy really helped me break down costs of running my gardening business so | could better
determine my rate. She was also a great resource in helping me hone in on the endorsements and
type of licensing | would need for my business. Plus, she served as a calm expert in the face of my
nervous uncertainty. | am really grateful for what the SBDC provides.”

“Eric has helped me brainstorm and prioritize how | use my time effectively to continue to grow my
business and provide maximum value to my customers.”

“Asche brings great value to our business, insight, coaching, planning and the excel spreadsheets
are on point. We are so thankful for Asche's help and the help from the SBDC.”

“Kathy Bastow provided knowledge and shared skills in response to where | am in my business
development. | felt understood and her input matched my needs”

“Sherri helped [our business] navigate the available conventional and SBA loan options,
connecting us with loan officers to determine what the right financing vehicle would be for the
purchase of a new office and investment property for our business.”

“C)'s guidance and advice have been, and continue to be, invaluable for me and my business.”

“Accountability, Support, and insight. Sherri has been beyond words for me. The struggle of trying
to make it in our marketplace is very large and alone it can be daunting. Her support and guidance
have provided a platform where | feel | have more stability.”

“I don't think I would have had the confidence to move forward with my business without the help
and support of my advisor!”

-11-
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Supporting Data
Location and Number of Businesses Served - Q4 2023
Location Number of Businesses Served Total Hours
Bellingham 126 350.75
Blaine 2 6.5
Everson/Nooksack 2 7.5
Ferndale 7 28
Lynden 8 29.25
Sumas 2 6.75
Other 8 36.75
Total 155 465.5

-12-
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Outreach and Professional Development

Presentations

Small Business Conference hosted by Economic Development Alliance of Skagit County: Dr.
Liliana Deck presented an overview of WWU SBDC services and resources at the Spanish-
language day of this conference on October 26, 2023.

WWU Latine Student Union Panel: In honor of Latine Heritage Month, this panel connected
faculty and staff with resources, guidance and networking. As a panelist, Dr. Deck presented
an overview of the WWU SBDC and small business opportunities on October 24, 2023.

Latinx Leadership Initiative: Dr. Deck presented a “Board Governance and Leadership”
workshop to the leadership team of the Latinx Leadership Initiative on October 9, 2023.

Outreach

Accounting Solvers - Michael Armstrong

African Community Housing and Development

Annual Awards Dinner — Bellingham Regional Chamber of Commerce

Associated General Contractors of Washington - Lance Calloway, Northern District Manager
Barkley Village Jingle and Mingle

Bellingham Bar & Restaurant Network

Business Impact Northwest — Laura Gomez, Loan Officer

Cascade Computer Consulting - Nate Melanson

Center for Inclusive Entrepreneurship — Mike Skinner

Chase Bank — Brandon Sewell, Kevin Yarrow

Connex - Ralph Holman

Downtown Bellingham Partnership

EJM Bookeeping - Emily Marston

Fairhaven Association

First Federal Bank - Chris Neros, Executive Vice President & Chief Banking Officer

HR Finance Fusion- Erica Nephew, Tera Pullar

-13-
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e JVarno Design - Jenn Varno

e Kirk Duncan - WSU Certified Business Advisor

e Latine/x Leadership Initiative

e Lynden Chamber of Commerce

e Mountain Pacific Bank — Wade Stringfield, Business Development
e Northwest Washington Hispanic Chamber of Commerce

e Northwest Workforce Council - Alex Kosmides, Gay Dubigk
e Port of Bellingham Economic Development - John Mitchner
e Small Cities Mayor Meeting

e Sumas Mega Project, U.S. Department of Labor

e Sustainable Connections - Derek Long

e SVP Heritage Bank - Bob Maclsaac

e Team Whatcom

e Washington State Department of Commerce - Cheryl Smith, Director of Community
Engagement and Outreach

e Washington State Microenterprise Association

e Whatcom Business and Commerce Committee of Higher Education

e Whatcom Child Care Coalition

e Whatcom Community Foundation, Impact Investing Opportunity Analysis
e Whatcom County Business and Commerce Advisory

e Whatcom County Stakeholder meeting

e Women’'s Professional Network

Professional Development

e Business acquisition via SBA loan (Small Business Administration)
e Child Care Impacts on the Labor Market (Federal Reserve Bank of San Francisco)
e Cybersecurity: Sharing permissions in Excel and Office365 (Microsoft)

e DEI: Microaggressions and Unconscious Bias (WWU Office of Equity)

-14 -
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e Ecommerce (My Own Business Institute-Santa Clara University)
e Economic Forecast 2024 (Whatcom Business Alliance)

e Government Contracts and Cybersecurity: Ensuring Compliance and Protection (Apex
Accelerator and Impact Washington)

e LGBTQ+ Workplace Inclusion, Travel OUT Training (Greater Seattle Business Association)
e Sales and Marketing (My Own Business Institute-Santa Clara University)

e Visual Merchandizing (Jessica Anguiano, Small Business Majority)

-15-
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