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PORT OF CHELAN COUNTY

Cashmere Mill Site Development Alternatives

1.0 INTRODUCTION AND REPORT OVERVIEW

The Port of Chelan County is engaged in a planning effort for its recently acquired Cashmere Mill Site
using a planning grant from the Washington State Community Economic Revitalization Board. The Port
acquired the site in 2007 and commissioned a market and economic study that will inform future
strategic decision-making regarding the Site. BERK is working as part of team headed by Alliance
Consulting Group with RH2 Engineers.

This report covers Phase 2 of the project and is a companion analysis to the Phase 1 Report:
Cashmere Mill Site Strategic Situation Assessment The Phase 1 Report integrated three analytic
inputs: 1) public outreach and informational interviews with industry representatives, 2) industry
cluster analysis, and 3) land supply analysis. Strategic Alternatives were developed in Phase 2 to
consider a range of potential uses and development options for the Cashmere Mill Site.

This report briefly summarizes the key findings from the Phase 1 Strategic Situation Assessment,
followed by an overview of the strategic development Alternatives. The balance of the report
discusses the alternatives in greater detail, and the next steps of the project.

1.1 Economic Development Context for Site Acquisition and Planning

The mission of the Port of Chelan is to “fully use its statutory authority to make strategic investments
in land, buildings, and infrastructure, and to develop effective partnerships to improve the local
economy of Chelan County.”

In furtherance of its mission and economic development role, the Port acquired the Cashmere Mill
Site in a distressed state. The Site will need significant levels of investment both to improve its
physical appearance and to return the property to productive economic use. Planning and investments
that the Site requires include environmental remediation, removal of remnant structures, infrastructure
improvements, and addressing regulatory issues and requirements.

These multiple Site needs serve as hurdles to private sector purchase and development of the
property. Given this situation, the Port was willing to step in and acquire this challenging Site. Having
secured the Site, the Port is now assessing a range of potential development options, in the context of
the property’s strengths, weaknesses and unique characteristics, as well as regional economic trends
and community desires.

1.2 Economic Development and Land Use

The Port also serves as the regional Economic Development Council (EDC) for Chelan County, so it
bears dual responsibility for economic development in the region. From this perspective, commercial
development can also play a vital role in port activities. The Port may choose to develop land for
economic purposes to benefit the community, or to provide more public access economic
opportunities, by considering a range of economic activities no longer constrained to traditional
industrial uses.

The public outreach identified the Mill Site as an integral element of the City's economic future.
Specifically, many in the community felt that future development of the Site could provide additional
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employment and commercially-based tax revenue to the City to help fund City services (which,
currently, are heavily reliant on residential payers).

The Phase 2 report considers development options for a range of industrial, light industrial, and
business park uses. These options are considered as future uses given the Site current uses. While not
addressed specifically in the report, the Port may desire to broaden the range of uses that it considers
on the site in relation to the community's desire for the Site. However, as part of this discussion, the
Port should consider these issues in the context of the City's current conditions and needs.

When considering opportunities for economic development, cities typically pursue two goals
simultaneously: (1) the city seeks to promote development that helps achieve the city’s overall vision
and (2) it seeks development patterns that will strengthen the city’s long-term fiscal sustainability. The
overall objective is to move the city closer to achieving its broad vision for the future while
simultaneously ensuring that the city maintains the financial means to provide services that residents
desire. From a city's perspective, every type of land use generates a unique mix of revenues and
service costs.

From a purely fiscal perspective, all cities would like to attract or high value retail (lke an auto
dealership, an IKEA, or a Costco). For the most part, however, whether or not a city gets such a fiscal
boon depends on the luck of geography, the availability of suitable sites, and established shopping
patterns and the strengths of other sites in the market area.

For most cities, the key to achieving fiscal sustainability is to (1) have a realistic understanding of
where the city stands; (2) provide development opportunities that will serve the city well, both fiscally
and in terms of achieving the city’s overall vision; and (3) take advantage of the potential for
supportive direct and indirect relationships between land uses.

A city is well served when it looks carefully at the role that each type of land use can play in
supporting its vision. Most cities share Cashmere's goal of creating a sense of place for its residents
and businesses. One way to strengthen such a center is to encourage development patterns that will
generate mutual support among land uses.

In terms of the Cashmere Mill Site, the Port should consider the development options presented in
this report with this perspective with a keen focus of how the future development at the Cashmere
Mile Site can advance both local and regional economic development objectives.

In general, the pursuit of more industrial or office type of uses on the site can add employment to the
City and provide some limited fiscal benefits. If the Site were positioned to entertain more commercial
(retail) uses, the City would likely add employment (albeit a different character than that of
industrial/office jobs), and see more tax revenues (e.g. sales taxes). However, the net fiscal impact to
the City could be more complicated to the degree that the Site may bring new activity to the City, or
may simply be siphoning activity away from the exiting business district. Ultimately, it will depend on
the degree that potential uses at the Site either complement or compete with the City's existing
businesses for customers.

2.0 KEY FINDINGS OF THE PHASE 1 ASSESSMENT

Consideration of the appropriate level of Port investment and activity on the Cashmere Mill Site
requires balancing several important issues addressed in Phase 1: land supply and market demand;
support for county-wide economic development; and community interests and perspectives.
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The Phase 1 Strategic Situation Assessment provided a foundational assessment of the key issues
concerning the Port's interests and policy decisions related to community perspectives, the regional
economy, the local real estate market, and the current economic outlook. Key findings from these
analyses and outreach are described below.

A. Industrial Land and Supply Conditions

Chelan County has an adequate aggregate supply of industrial lands in the short- to mid-term
horizon. Based on an assessment of commercial/industrial product types, the County has a 12 to
29 year supply of available land for business park, light industrial, and heavy industrial uses.
Demand for new industrial lands is likely to be weak in the short- to mid-term. The most direct
impact of the current recession will be the short- to mid-term decline in the demand for
commercial and industrial space, as businesses scale back on production and investment.

Chelan County has a relatively limited supply of industrial lands in the Leavenworth-Peshastin-
Cashmere-Monitor corridor (Highway 97/2 corridor) due, in part, to the high proportion of land in
public and agricultural use.

B. The Cashmere Mill Site’s Market Position

The Cashmere Mill Site is a second tier site in the market for industrial/commercial development,
as compared to other available industrial lands in Chelan and Douglas Counties.

The Port currently has land holdings available at other industrial properties, such as the Peshastin
Mill Site and the Horan Block at Olds Station.

The Port will need to carefully consider how improvements to the Cashmere Mill Site may affect
the competitiveness and attractiveness of any given property that the Port owns where the
properties may compete for the same users.

In the longer-term, as the region develops and markets shift, the Cashmere Mill Site is likely to
become more attractive, particularly in the Highway 97/2 corridor where supply is more limited.
This shift could create opportunities for the Site in the mid- to long term.

Given its location and the current economy, the Mill Site does not appear to be a good near-term
fit for some of the County's core industries such as health care, professional services,
accommodations, or retail trade.

In relation to the Port's cluster strategies, support for agriculture tourism would fit the Cashmere
Mill Site the best. The advantage of agricultural tourism as a sector is that it incorporates many of
the strengths of the agricultural industry together with the strengths of the tourism sector.

C. The Cashmere Community Perspective on Site Development

"

The Cashmere Mill Site is viewed by the community as a critical element of the economic future
of Cashmere.

Some community members would like the Port to play a significant role in building support
systems for local businesses through development of the Mill Site.

In community meetings held recently, attendees identified maintaining the high quality of life
currently enjoyed in Cashmere as important for any development at the Site to respect.

The Site is currently within the City's UGA, but would need to be annexed for the City to realize
future tax benefits.

Future development of the Site could provide additional commercially-based tax revenue to the
City to help fund City services (which, currently, are heavily reliant on residential payers).
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3.0 ALTERNATIVE SITE DEVELOPMENT ASSESSMENT FRAMEWORK

As the Port contemplates the future of the Cashmere Mill Site, it must consider how its investments
can generate positive economic, social, and environmental returns while ensuring the Port's continued
financial sustainability. The Port retains the option to surplus the Site at any time (this option is fully
consistent with the Comprehensive Plan). However, given the long-term importance of Site to the
local community and region, and the difficulty of assembling large tracts of industrial land in the
Highway 97/2 corridor, the Port has expressed a preference to maintain control of the Site for the
immediate future.

Against this background, the development Alternatives will require varying levels of investment to
address: 1) the Site’s distressed state; and 2) specific infrastructure, development, and operational
needs to meet potential opportunities.

Section 3.1 below describes the nature and level of investment needed to remediate the Site from its
distressed state to accommodate potential industrial/commercial development.

Section 3.2 describes a range of economic activities that could be appropriate at the Site and the level
of initial investment that may be needed.

3.1 Site Description, Remediation and Infrastructure Requirements
Site Description

The Cashmere Mill Site is a 32.5 acre parcel on the west end of Cashmere. The Site is mostly vacant
with a few remnant structures. The Site has electricity, telephone, water, and sanitary sewer service
along Mill Road. The Site is currently outside the City limits, but within the UGA.

A site analysis by RH2 identified several issues that could affect the Site's future development. Of the
32.5 acres, approximately 10 acres of this land is in wetlands or wetland buffer areas associated with
Brender Creek on the west and south/southeast of the Site under Chelan County planning
regulations, allowing for limited to no development in this area. The north and eastern portions of the
site lay within a 100-year floodplain, which may also restrict certain uses. The portion (~2 acres) to
the north of Sunset Highway is shallow and home to an abandoned rail spur; these shallow
dimensions may limit the development potential on this portion of the Site.

Exhibit 1shows the wetland buffers on the Site. Chelan County has 200 foot buffers. If the Site is
annexed into the City, the buffers may be reduced to 100 feet (potentially 75 feet).
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Exhibit 1
Cashmere Mill Site — Wetland Buffers
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The remaining 20 developable acres have a significant amount of wood waste from previous mill
operations that would need to be removed and refilled to support typical building footings.
Coincidentally, the some of this waste is located in the wetland buffer areas; however, there are
pockets of wood waste elsewhere on the Site (on either side of Mill Road). Accounting for these
issues, there are approximately 15-18 developable acres on the Site.

The property currently has water and sewer services; however, the water line is in poor shape and
may need to be replaced as part of property development. The portion of the Site bounded by Sunset
Highway and Mill Road has concrete and pavement that potentially would need to be removed to
support Site development.

Exhibit 2
Cashmere Mill Site - Most Developable Areas of the Site
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Exhibit 2 above shows the parcels making up the Cashmere Mill Site. The cross-hatched shading in
the map identifies the portion of the Site that is free from environmental regulatory overlay (e.g.
wetland buffers under Chelan County's regulations) and wood-waste contamination. This portion of
the Site is the most accessible (from Sunset Highway and Mill Road), and is relatively flat (the entire
site is also fairly flat as well). For these reasons, this portion of the Site is most attractive from a
development perspective.

If the site is annexed into the City, the buffer areas are likely to be reduced significantly allowing for
incrementally more land available to development (providing that the wood waste issue can be
mitigated).

Site Issues and Relationship to Development Options

Beyond the Site's current market position, the Site is a challenging property to develop in its own right.
The Site is large, with several different aspects and development characteristics (and associated
improvement issues). The following Site issues should be considered in evaluating the Port's
development options:

e Access and Roadway Frontage. The Site is bisected by Mill Road, effectively dividing the
property in half. This situation is a potential benefit, as it presents opportunities for greater
roadway frontage and traffic access.

¢ Natural Amenities. Brender Creek runs along the periphery of the southern boundary of the
Site. The degree to which natural characteristics are valued by users will likely be directly
proportional to their value as production inputs. Businesses that target a workforce that would
derive value from this type of setting would likely value this characteristic as an asset.
Businesses that rely on “selling” the amenity as a user experience would also value this as an
asset. However, this asset is likely to be of secondary concern for many industries that need to
be closer to employment and population centers.

e Wood Waste. The Site's previous life as a lumber mill has left deposits of wood waste
throughout the Site. Removal of the waste could be costly. The degree to which the waste
would have to be removed will be a function of how intensely portions of the Site may be
developed. This will determine if and where the wood waste could be left in the ground or
will need to be removed.

e Variable Improvement Costs Depending on Development Options. As noted above,
wood waste removal, infrastructure improvements, and other Site improvements will vary
according to how, when, and where the Site is developed.

Basic Site Improvement Costs: Very Preliminary Cost Estimates

The following descriptions of improvements address existing issues with the Site. These estimates do
not include any costs associated with preparing the Site to accommodate development (or
subdivision) such as additional access roads, utility extensions, lighting, landscaping, or parking. The
cost estimates of the work were developed by RH2 Engineering as part of their site and
environmental assessment of the Site in July 2007 and subsequent follow-up work conducted in July
20009.

As the Port moves into more specific property planning, additional site and cost analysis will be
required, including estimation of the time and costs associated with addressing the Site’s regulatory-
related issues.

IL Phase 2 Report September 2, 2009 6



Port of Chelan County
Cashmere Mill Site Development Alternatives

Site Reclamation. The reclamation activities includes demolition of buildings off Mill Road (Old Kiln
Building and others), removal and processing of concrete slabs and footings for fill, general site
grading to level the site, and hydro-seeding to help keep weed growth down. There would also be
some landscaping to improve the appearance of the Site. It is estimated that these improvements
would cost $302,000.

Water Service. For water utility improvement, any development of the Site would require the
replacement of the existing water main on Sunset Highway. The complete replacement of the main to
serve the entire Site would cost $370,000.

Wood Waste Removal. Remediation and clean-up would involve the removal of wood waste and
replacement of the waste with structural fill that could support building development. There are
approximately 60,000 cubic yards of wood waste on the Site. If all the waste has to be removed and
none of it can be reprocessed and sold, the removal and fill will cost approximately $1,082,000.

3.2 Potential Economic Activity on the Site

The Site is large and can accommodate a range of economic uses and activities. The following section
outlines a range of activity and development options. Given the current economic situation,
compounded by the Site's second tier competitive position, it is also instructive to consider the
timeframe when for when these activities might be most feasible for the Site. The timeframes are
divided into three periods that consider the opportunities for the Site in the short-term (~1-3 years),
mid-term (~4-7 years), and long-term (~7-10+ years).

Short-term Opportunities: (1-3 Years)
A. Hold the Site/Keep Development Options Open

Market and economic conditions are currently unfavorable for either selling or developing the Site.
However, due to a lack of supply for large industrial/commercial lands in the Highway 97/2 corridor,
the Site will be better positioned for development in the future, when demand matures. The Port
could make relatively small improvements now to reclaim the Site and provide a more presentable
appearance, and forego costlier improvements until a time when the market in the area improves.

B. Focused Facilities to Support Emerging Economic Clusters

Of the Port's several cluster strategies, support for agriculture tourism would fit the Cashmere Mill Site
best. The cluster draws its strength from the County’s robust agricultural and tourism sectors. The Port
could invest in a small portion of the Site to support the County’s agriculture and tourism industries
through development of an incubator facility focused on supporting the local wine industry.

Wine Industry Growth and Economic Benefits. In the last decade, the wine industry has been
growing and emerging as a significant economic sector across the State. According to the Washington
Wine Commission, wine production grew from 14 million gallons in 2000 to 20 million gallons in
2006. During that same time, the number of wineries nearly tripled; today, there are an estimated
650 wineries in the State.
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The wine industry is also rapidly developing in Chelan
County. Whereas the industry was almost non-existent
in 2000, by 2007 it had grown into an industry that
supported nearly 200 jobs. The industry supports the
local tourism industry by providing another high value
amenity to the region, one that attracts investment and
tourism spending. It also helps sustain the local
agriculture sector, by enabling growers to diversify their
crop base and/or substitute a higher margin crop in
place of a lower value crop.

Compared to the U.S., as a whole, Chelan County has
a strong competitive advantage in this industry, based
on location quotient analyses completed in Phase 1 of
the project. However, the same analysis also showed
that the County trails other wine growing regions in the
State. Many of these regions have taken steps to
support their local industries through the creation of
incubator facilities. For example, the Ports of Walla
Walla and Benton County both currently operate wine
incubator facilities.'

Port of Chelan County
Cashmere Mill Site Development Alternatives

Purpose and Function of Incubators

According to the National Business
Incubation Association, business
incubation is defined as "a support

process that accelerates the successful
development of start-up companies”.

While business incubators vary in the type
of support processes and services they
provide, their goals are the same: to help
firms  cross the multiple  hurdles
encountered by an early-stage business
start-up and “graduate” as a more mature,
stable firm. To accomplish this aim,
incubators offer a variety of facilities,
services, and intangible resources to
tenants. Incubators may be both publicly
or privately sponsored and governed.

The Port may want to consider how an incubator may help the region’s wine industry grow and stay
competitive. A Port developed and operated incubator facility could host the production/distribution of
wine and/or value-added agriculture products. While the Port has not commissioned a comprehensive
feasibility study regarding the development of a wine incubator facility, the region has many strong
market fundamentals indicating that such a facility could be successful. These include:

e Strong Locational Factors

o  The region is home to a rapidly developing wine growing and making industry. Combined
with the region’s strength in agriculture and great growing climate, the wine industry has
access to production inputs (i.e. labor and materials).

o  The region recently received designation as an American Viticultural Area and is considered

to have ideal climate and growing conditions.

o  The strength of Chelan County’s tourism industry provides access to a large market of

consumers and broad consumer exposure.

o  The Cashmere/Wenatchee area offers a high quality of life oriented around the outdoors
and recreation; a key location decision factor for wine industry professionals.

o) The Cashmere/Wenatchee area offers proximity to service and amenities. It is also the
closest wine region to the Puget Sound metropolitan region.

" There are privately run incubators in the City of Kennewick and Prosser.
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e Availability of Support Services
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0  The region and State have dedicated educational curriculum around wine making, with
many of the institutions based Eastern Washington, in close proximity to the Chelan region.

o  There is an established network of wineries and vineyards in the region.

o  Wenatchee Valley Community College offers small business training and assistance.

Costs and Issues to Consider. Beyond these
factors, the Port will need to address the
governance, management  structure, and
provision of expert resources for the facility. This
would include the vision and guidance of a
governing body, and the expertise and
accessibility of facility staff. The Port would need
to determine the quality and type of facility that
it would design and build. Wine making is an
equipment-intensive endeavor and the Port
would have to make decisions on what type
and how much equipment would be provided
to its lessees. Since most start-ups are likely to
be cash-poor, the affordability of space will be a
key element to consider as lease options are
designed.

Most wine incubator facilities use divisible
temperature controlled warehouse space. The
facilities are typically small (3,000 to 8,000
square feet of space), with most units using
averaging approximately 1,000 square feet of
space. Based on data obtained from the Port of
Kennewick's 2008 Wine Incubator Feasibility
Study, building construction costs would be in
the $120 per gross square feet range.
Conceptually, a 5,000 square foot incubator
facility would be approximately $600,000 at this
square footage cost. This figure does not
include  any  equipment,  other site
improvements, or site work. Ongoing operating
costs and lease revenues are not factored into
this estimate.

Other Washington Port Wine Incubators
Port of Walla Walla

The Port of Walla Walla has a wine incubator
located at an industrial park at the regional
airport. The incubator started with three buildings
and has since added two others. The spaces
averaged about 1,300 square feet each.

Phase 1 had $985,000 in funding from the state
with a total budget of $1.2 million. Phase 2
involved $500,000 from the state and $165,000
from the airport's operating budget. The Port
offers up to six years of a non-renewable lease.

Rent starts at $1,000, increasing to $2,200 over
time. No wine making equipment is provided but
the facility does have a large crush pad.

Port of Benton County

The Port of Benton County offers an “incubator
like" facility at their Prosser Wine and Food Park.
The incubator building offers 1,000-3,000
square feet of space to wineries and a beer
brewing company. The buildings already existed
on the Port property.

The Port charges $1,200-1,250 per month for
rent on the space. No wine making equipment is
provided.

There is no time limit on the lease length, which
is why the Port does not identify it as an
“incubator” building.

Since the facility would be small, it could be ideally suited for a portion of the Site south of Mill Road,
where the existing wetlands could serve as a site amenity. This option would also reserve the
opportunity to use the remaining Site for other uses; however, it could trigger the need clean-up the
wood waste on that part of the Site. Alternatively, the facility could be located on the Site’s frontage

where these costs would not likely come into play.
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Mid-term Opportunities: (4 to 7 years)
A. Business Park and Light Industrial Development

Employment growth in the region combined with a decreasing industrial land base, increasing traffic
congestion on major highways in established industrial areas, and rising land prices and wage rates in
the central Wenatchee area should make the Site more competitive for industrial and business park
uses in future years. In fact, in the mid to long-term, the commercial growth trends in the Wenatchee
area and the resulting pressures on industrial property prices and availability will likely create a
strategic need for additional business park and industrial properties in the region.

Given these market trends, the Cashmere Site could serve a useful economic development purpose,
providing new property for uses that are priced out of the Wenatchee area. Since the Site is large, the
Port could entertain an option that focuses on developing an industrial/commercial park to address
the property needs created in part, by conversion of industrial land in the Wenatchee area to
commercial and residential uses.

Role of the Cashmere Site in the Port's Overall Portfolio. In the mid-term, the Port may want to
consider its holdings in the Olds Station area relative to the Cashmere Site. Once the current recession
has abated, the Port should consider an alternate mid to long-range strategy for the area that
contemplates non-industrial uses for Olds Station, together with development of new and similarly
designed space for existing and new industrial tenants at the Cashmere Site. The types of uses that
this space would appeal to include assembly, distribution, back office, and R&D businesses.

If the Port were to pursue the option to relocate some of its tenants to the Site, it would need to
construct and manage a new facility. The most likely location for a business park or light industrial
development would be in the portion of the Site bounded by Sunset Highway and Mill Road. This
area has approximately 4.2 acres of buildable land.

Preliminary, Order-of-Magnitude Development Costs. Assuming the area is built out to
intensities common for these types of uses, there could be approximately 180,000 square feet of
warehouse/flex space available. Using current cost estimates for these types of buildings, the cost to
construct them could range from $900,000 to $1.6 million. This preliminary figure does not include
any equipment, other site improvements, or site work.

Long-term Opportunities: (7-10+ years)

A. Market the Site to Large Industrial Users. The Site is of most value to users needing large
parcels of industrial land. In the longer term, it is expected that there will be demand from these users
for industrially zoned property in the region. To meet the needs of these users, the Port could address
all the Site's reclamation, utility, and wood waste improvement needs, and market it to
industrial/commercial users in the region, for either sale or for lease as a full scale development. Such
users are typically resource and transportation dependant, are large consumers of utility services, and
need interstate and potentially rail access, all of which are qualities the Site possesses.
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4.0 STRATEGIC DEVELOPMENT ALTERNATIVES

Exhibit 3 summarizes key elements of the development Alternatives for the Cashmere Mill Site. The
Alternatives are arrayed left to right along a spectrum of increasing Port engagement and/or
investment. Each of these Alternatives are discussed more fully in the following section.

4.1 Alternative A: Hold the Property; Keep Development Options Open

Description: This Alternative involves the Port holding the Cashmere Mill Site until market conditions
strengthen. The Port would clean-up the Site in the short-term to a condition that improves the
physical appearance. The rationale behind this option is that poor market conditions suggest that
further investment be reserved until market and demand conditions improve. In the interim, the Port
could also consider low intensity use of the Site for revenue generation, such as storage of equipment
for growers in the region.

Port Roles: The Port's immediate role would be that of asset manager; balancing the risk and reward
in managing the Site relative to its real estate investment portfolio.

Investment Costs: $302,000 for site reclamation. This estimate does not include additional costs
that may be needed to make the site usable, such as interior access roads, utility extensions, lighting,
landscaping, or parking. The Port would need to consider these costs as development opportunities at
the Site are realized.

Advantages

e Keeps the site in Port control.

e Limited clean-up and landscaping provides a short-term, low-cost improvement to the Site's
current condition.

e Given the limited long-term supply of industrial land in US 97/2 corridor, especially for large
sites, this Alternative would preserve the Port's options to host large-scale industrial
development at a future time.

Disadvantages

e The Site is not economically productive, and does not generate jobs, investment, or tax
revenue in the short- to mid-term.
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Exhibit 3
Spectrum of Potential Actions, Investments, and Roles

POTENTIAL PORT ACTIONS
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Options Wait for Market Develop; Market to Small Targeted Sector & Port Market to Large Industrial
Industrial Users Program Support Users
* Asset Manager +Site Developer = Site Developer » Site Developer
Pﬂl't ROIE * Marketer « Marketer P « Marketer P « Marketer P
» Landlord » Landlord
» Facility Developer « Facility Developer
» Facility Manager
302,000 670,000 670,000 1,754,000

Total $ 3 S »
Estimated
Site Costs

TBD $'9011],UG'D $600,000 TBD
1]
Total Est. $1,600,000
Facility
Costs

B BERK & ASSOCIATES | | NNEmE

Source: BERK, 2009; RH2, 2009.
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4.2 Alternative B: Develop the Site for Small/Medium Size Industrial Users

Description: This Alternative would prepare the Site's frontage (between Sunset Highway and Mill
Road) and develop the Site for small/medium scale industrial and light-industrial users. Since much of
the costs associated with full development of the Site are related to addressing the buried wood
waste on another portion of the Site, Alternative B would bypass this issue by focusing development
on the Site's frontage area, which is free of the wood waste. Instead, the Port would undertake some
of the reclamation work as described in Alternative A.

A potential feature of this Alternative would be to use the Site as a “release valve” for the Port's other
industrial holdings. The Site could potentially be used to relocate some of the Port's tenants from the
Olds Station area as that industrial area comes under increasing pressure for more commercially-
oriented development. It is unclear how feasible this aspect of the Alternative would be, since there
has been no determination of how many of the Port's existing tenants would find the relocation
desirable or feasible.

Port Roles: The Port would develop the Site, market it, and serve as a landlord to its tenants.

Preliminary/Initial Investment Costs: $1.6 to $2.3 million for reclamation ($302,000), utility
improvements ($370,000), and construction of buildings ($900,000 to $1.6 million). The cost of
buildings is estimated at $900,000 to $1.6 million based on available land and building density. This
estimate does not include additional costs that will be needed such as interior access roads, utility
extensions, lighting, landscaping, or parking. The estimate also does not consider any on-going costs
related to managing the facilities.

Advantages

e Foregoes investment on costlier areas of the Site in the short-term.

e Provides an opportunity for phased development, timing investments in the Site with demand
for use.

e Places a portion of the Site into productive economic use if tenants can be found.

Disadvantages

e Site and facility costs are a risk given the potential for vacant spaces, because of weak short- to
mid-term demand for small scale industrial and light industrial development.

e There is competition from other, better positioned large sites in the region — including other
Port properties.

e The Port would need to invest in creation of a long-term Site plan to accommodate a phased
approach to large scale of development, and the portion of the Site south of Mill Road.
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Port of Chelan County
Cashmere Mill Site Development Alternatives

4.3 Alternative C: Targeted Sector and Port Program Support

Description: This Alternative would involve investments in a small portion of the Site to support the
County's agriculture and tourism industries. The Alternative could be a Port-sponsored incubator
facility to host the production of wine and/or value-added agriculture products. As with Alternative B,
this option would involve bypassing the Site's wood waste clean-up needs by focusing development
on the Site's frontage (between Sunset and Mill Road), which is relatively free of wood waste.

Port Roles: This Alternative would define the most expansive Port role. The Port would become a
Site developer, facility developer, facility manager, and marketer.

Preliminary/Initial Investment Costs: $1.3 million for reclamation ($302,000), utility
improvements ($370,000), and construction of buildings. The cost of buildings is preliminarily
estimated at $600,000 for a conceptual 5,000 square foot facility (which does not include wine
making equipment). This preliminary estimate does not include additional costs that will be needed
such as interior access roads, utility extensions, lighting, landscaping, or parking. The estimate also
does not consider any on-going costs related to managing the facilities.

Advantages

e Makes strategic public investments to support the growth and competitiveness of local wine,
agriculture, and tourism clusters.

e Creates potential spill-over effects for the Cashmere business district related to increased local
attractiveness.

e If the development were to be located close to the wetland buffer areas, it could more fully
leverage the Site's environmental qualities, creating open space and/or passive park space as
an amenity and a complementary use.

e Provides an opportunity for phased development, timing investments in the Site with demand
for its use.

Disadvantages

e The facility may require on-going Port financial support, depending on construction costs,
operating costs, and expected lease revenues.

e The Port will want to evaluate the relative benefits/costs of building an incubator at the
Cashmere Mill Site versus at other potential sites.

e Site wood waste clean-up and water utility costs could be higher if the incubator is located in
the portion of the Site south of Mill Road.

e The Port would need to develop a long term Site plan to accommodate phased approach.
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Port of Chelan County
Cashmere Mill Site Development Alternatives

4.4 Alternative D: Market to Large Industrial Users

Description: This Alternative would involve full Site remediation and marketing to selected large
industrial users in the region.

Port Roles: The Port would address all current Site issues and market the property. Depending on
future market conditions, the Port could potentially sell the Site or lease the land to prospective
businesses.

Investment Costs: $1.7 million for site reclamation, utilities, and wood waste clean-up. This
estimate does not include additional costs that will be needed such as interior access roads, utility
extensions, lighting, landscaping, or parking.

Advantages

e This Alternative plays to the Site's strengths: a large, vacant property, served by utilities with
satisfactory access to transportation and labor, access to rail, and located in a desirable
community.

e Development and occupation of the full Site could generate job, economic, and tax benefits
for the Cashmere community.

Disadvantages

e There is weak short- to mid-term demand for large scale industrial investment.

e There is also competition from other, better positioned large sites in the region — including
other Port properties.

e Due to current economic conditions, there is uncertainty regarding the return-on-investment
(i.e. real estate proceeds, jobs, taxes) that can be realized from investing in site remediation
and improvements to utilities.

5.0 NEXT STEPS

Pending direction from the Port, BERK will collaborate with the Alliance, RH2, and Port staff to develop
an Implementation Plan for a preferred Alternative. The Implementation Plan will address short,
medium, and long-term steps needed to advance the Site. The Plan will address any additional
planning, key infrastructure investments, potential funding strategies, marketing, and defining the Port's
role in the development process.
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