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Executive Summary

This Economic and Market Analysis Report is intended to guideBZéynertorofficials in developing a
new vision and regulatory environmengupport new developmentBir e mer t onds East si c
Center as it prepares for the departure thie Harrison Medical Center from the neighborhood.

The following findings were derivéidm this research:

A Strategies for the Center should include a lotegm conceptual vision and a clear plan for
Implementation.In reviewing the guiding visions and examples of strategies from other contexts, a
clear approach appears necessary to provide guidance and eliminate regulatory and planning
obstacles to lonterm success. The City should pursue a series of develoginasttaclarify the
use of the Harrison Medical Center site, deve
the area, and monitor results and realign strategies as necessary over the longer term.

A There will be challenges in attracting netectical, scientific, and professionamployment to
the Eastside Employment Center, especially in the short tdihme.Eastside Employment Centidr
be significantlychallenged by the loss of medical service employragnihese jobwill not be
easily repaced by another employeOutside of government employment, there has been only a
nominal increase in employment in other seatagrofessional, technical, and scientific industries
have even reported declines in local employnmirs suggests thatilenew business attraction
and retention campaigns might yield results in the future, natural trends in local busineasegrowth
not likely tolead to the substantive demand for new office space in the Center

A Military-relatedusesface restrictions thiewould limit their ability to be accommodated in the
Eastside Employment Centdfor Naval Base Kitsapremerton and the Puget Sound Naval
Shipyard, thereare recognized space limitations for both government and praator contractor
activitiesHowever, directives from the Department of Defenselienitse of leased space outside
of government facilities for military use. Even in the case of excelgtéses| propertiesre
typically required to comply with aftgrrorism force protection guidelinEsr privatesector
contractors, office space may not be required directly in Bremerton, especialiggahat do not
require a constant physical presen&ithough there couldelihe potential for future military
related uses in the Center, these limitatmlhgomplicate any efforts to encourage development in
the short term.

A Shortterm redevelopment opportunities will be related to mew multifamily rdsintial
development with supporting retail use® stronger market case can be made for promoting new
multifamilydevelopment in the Eastside Employment Center. Available multifamily units in the city
tend to be older, with significant prear developmenin the downtown and 1976%980s
development for housing units elsewhere. Increasing housing quality and availability can help to
address expected needs, and appropriate neighborhood retail candmporated into mixedse
projects to support new residgmind help provide for a complete neighborhood.

Thereport offersstrategic directions to addrebge transformatiomf the Eastside Employment Center
address obstacles and identify opportunities, actions, and invedtméntauld occun the short iad
longtermto create a durableand vital center
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1.0 Introduction
1.1. PROJECT BACKGROUND

The Eastside Employment Cesteown iExhibitl, is one of sevemixeduseCenters identified in the

2016 Bremerton Guaprehensive Plabinder this designation, this neighborhood is intendedoasi@on

for large-scale employment activities with significant commercial space, with supporting residential and
commercial ameniti€Sincel965, the anchor for this area has been the Harrison Medical Center, which
currently provides about 1,200 jobs for the community, as well as key medical services for the region.

In 2017, CHI Franciscan Health announced that the operations of the Harrisah@éedsc would be
transferred to new facilities in Silverdale. The first phase of this relosatsgplannedo be completed

by 2020, with the final relocation expected in 2023 his represents a significant loss of an employer
for thisneighborhoodind for EastBremerton, as well as the likely loss of the medical servicesasuster
support businesses that rely on access to the hospital are expected totddy@actoser to the new
hospital location.

The City of Bremerton has requested the preparati@npreliminary economic and market analysis of

the Eastside Employment Cetadrighlight the potential for new economic opportunities in thisTdrisa

is intended to support the development of a Subarea Plan to guide the neighborhood througiodhis per
of transitionIn particularthe purpose of this study is to provide an understanding of new options for the
Harrison Medical Center site, apiesentpotentialstrategies to attract nelwusinesses and employment
opportunities to the broader neighbodd.

1.2.  REPORT OUTLINE

This report includes the following sections:
A A Methods and Resourcesection, defining the sources of data and interviews conducted.

A TheEconomicand Market Contexsection includes a broad description of the Bremerton metro area
market, including major economic drivers for the area, key sociodemographic slasstiggions
of major growth trends, and the expected impacts ormitigeand regional economy.

A As pat of the Site Analysis details about theegion, thesubarea and the Harrison Medical Center
site are provided. This includes major development considerations, as well as current and potential
land entitlements that will impact future development sanari

A To provide examples afevelopmenbptions a section foCase Studiesutlines categories of
development which provide examples of similar opportunities and challenges

1 Washington State Department of Health Certificate of Need #1601R,
https://www.doh.wa.gov/Portals/1/Documents/2300/2017/CN1601R. pdf
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A Based on the information providedseries ofnitial Strategic Recommendatiorae provided
These recommendations are intended to provide a discretplamtkat the City can pursie
promote new development and economic activity in the Eastside Employment Center.

A In theConclusion an outline of next steps is provided, including additional information that could
impactfuture strategies to enarage development in the Eastside Employment Center.

Additional analysis will be carrieautconcurrently with tHélanned Action Environmental Impact
Statementand findings related to the need for infrastructure improvements and environmental mitigation
(if required) will be incorporated into the assessment of the marketability of the site.
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Exhibit1. Overview of the Bremerton Eastside Employment Center.
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2.0 Methods and Approach

For this market studihe following data sourcesd approachesvere used:

A

Population and household dataror the Eastside Employment Cehtsigrical counts pbpulation

and househofiwere obtained fronPuget Sound Regional CourR8RTestimatesCitywide

population counts were obtained from thashington State Office of Financial Management (OFM),
with city population projections obtained from the PSRGhan@ity of Bremerton Comprehensive
Plan.

Employment datalnformation on employment for the Center and the City of Bremerton were
obtained from the PSR&ggregations of sectdrased employment counts were conducted where
data suppression permitted.

Real estate market datdReal estate market data, includingoirmhation on rents, vacanciage,
locationsand developmentrends were obtained from CoStar. For the purposes of this analysis,
downtown developments were assumed to include all projects wib8337ezip code, and the

City market was assumed tound theo East Br emer t on 6, CenWédeBudinesBr e me
Disticdb s ubmar ket ar eSdverdalemarketh e Br emer t on

Hotel data.Information on hotels was obtained from the STR hotel census database. For the purpose
of this analysis, hotel progeslocatedin Kitsap County were considered to be a common market
area.

Property dataInformation on current developméamd useand assessed property valusas

derived from Kitsap Countyand Information System (ld&p, downloaded in August 291 This
information was used in conjunction with CoStar data on multifamily properties to develop housing
unit counts for thetudy area.

GIS dataGIS data sets for parcel boundarjdmiilding footprints, and othease data were
obtained from Kitsap CotynGIS. Additional data on zonintand capacity, and other base features
were obtained from the City of Bremerton.

Interviews. Interviews were conducted as partoobader information gathering for the project.
Interviewees included:

G Rick CadwellThe Cadwell Group
G Mark Goldberg,MBG Co.
G Lynn WallNaval Base Kitsap

Additional literature sourcesSeveral sections include research from sources in the available
literature as well as from current plans and policies, and project and program welisttss. T
sources are referenced with footnotes in the text as applicable.

»4Bl Augus2019 DRAFBremertorEastside Employment Cerjtéconomic and Market Analysis Report H 4



3.0 Economic and Market Context
3.1. OVERVIEW

The potential market for new development in the Bremerton Eastside Employment Center will be strongly
dependent on current trends in the city and region, as well asdonglanning foNaval Base Kitsap
Bremertorand likely spillover effects in the sarnding community. In this section, broad drivers that

would impact market demand are outlined to highlight trends that would influence options for the
Eastside. These topics include:

A Population and demographic characteristics.

A Local employment and economgtivity.

A Real estate market trends for major land uses (e.qg., residential, retail, office, hospitality).
A

Naval Base Kitsap and the Puget Sound Naval Shipyard.

3.2. POPULATION AND DEMOGRAPHICS

The historical and projected populations of the City of Bremamqorovided inExhibit2. The

population of Bremerton in 2019 was estimated to be 42,080. The overall number of residents in the city
remained relativly stable from the 1970s to around 2014, with a notable decline in population in 2005.
However, since 2015 there has been notable growth, with an average population increase of about
1.7% per year.

Exhibit2. Population, City of Bremerton, 1992040 (projected).

80,000 2040 Projected Population (PSRC): 68,549

60,000
2019 Estimated Population: 42,080 ’,"’
c ',—'
o o o
-_g ________ -
g- 2036 Projected Population (City): 53,407
a.
20,000

——  Population estimates (WA OFM)
----- PSRC VISION 2040

City of Bremerton Comprehensive Plan

1990 2000 2010 2020 2030 2040
Year

Source: PSRC, 2008; City of Bremerton, 2016; WA OFM, 2019; BERK, 2019
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Estimates of population projections from the 2016 Comprehensive Plan suggest that the population will
grow at an average of aboul.4% per year to a population of 53,407 by 2036. This would indicate a
need to accommodate an additional 11,327 people over the 22036 period, increasing the

population by 27%.

Al ternate population projectionsinBreneemonWiIERC6s VI
proceed with a higher rate of growth projected forward to 2040. The estimated 2040 population under
this scenario would be 68,549, representing an additional 26,469 residents (or 63% of the current
population) added between 2019 and 2040lote that this would represent significant growth in the

city, rivalling the population increases seen in thewmrsera.

The draft VISION 2050 document from PSRC is currently undefré&eler this regional growth

strategy, an estimated 33,000 newsidents would be addelly 2050 to the City of Bremerton and
surrounding UGA, whialted e si gnated as a oOMetropolitan Cityéd
classificationlhis increase would be about 81% of the 2017 population of the City, and cantidue

to represent significant population growth in the community.

The population of the study area has been relatively constant, with aba6tBfesidentsocatedin
the Bremerton Eastside Employment Center since 2002. This includes both hotiseneidential
area in the north of the study area, as well as two independent living retirement homes.

3.3. LOCAL EMPLOYMENT AND ECONOMY

Local employment trends since 1990 for the City of Bremerton are provi@gdinit3, including total
employment and employment in the Government and Healthcare & Social Serviceksleittivts.
provides a breakdown of employment in 2003 and 2018 bgigit NAICS sector, highlighting
employment by sector, the percent of total city employment in the sector, and the percent of Kitsap
County employment in the sectarrfd in the city. Estimates of total employment and employment in
Services sectors in the study area are given in Exhibit

2 PSRC. (2019) VISION 205@tps://www.psrc.org/vision
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Exhibit3. Employment, City of Bremerton, 2062018.

40,000

2018 Employment: 31,418

2018 Government Employment: 16,149

20,000
N\

‘/\/\_\/’_/_//

10,000 2018 Healthcare & Social Services Employment: 4,436

N

Population

2000 2005 2010 2015 2020
Year

Source: PSRC, 2019; BERK 2019
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Exhibit4. Employment by 2Digit NAICS Sector, City of Bremerton, 2003 and 2018.

2018 CHANGE
% % %
_ NAICS 2DIGIT SECTOR s ) ~ TOTAL EMPL.  TOTAL

Agriculture, Forestry, Fishing and Hunting * *
21 Mining * * * * * * * * *
22 Utilities * * * * * * * * *
23 Construction 442 1.6% 12.1% 479 1.5% 11.2% 37 -0.0% -0.9%
31633 Manufacturing 144 0.5% 8.9% 1,038 3.3% 39.6% 894 +2.8% +30.7%
42 Wholesale Trade 291 1.0% 29.0% 293 0.9% 23.6% 2 -0.1% -5.4%
44045 Retalil Trade 2,059 7.3% 20.2% 1,943 0 17.8% -116 -1.1% -2.5%
48 Transportation and Warehousing 229 0.8% 38.6% 149 0.5% 18.6% -80 -0.3% -19.9%
49 Transportation and Warehousing * * * * * * * * *
Bil Information 328 1.2% 18.8% 216 0.7% 16.5% -112 -0.5% -2.3%
52 Finance and Insurance 537 1.9% 26.7% 855 1.1% 21.5% -182 -0.8% -5.2%
58] Real Estate and Rental ahdasing 271 1.0% 26.5% 289 0.9% 26.0% 18 -0.0% -0.5%
54 Professional, Scientific and Technical Services 1,170 4.2% 29.5% 967 3.1% 20.9% -203 -1.1% -8.6%
55! Management of Companies and Enterprises 24 0.1% 15.8% 157 0.5% 47.6% 133 +0.4% +31.8%
56 Admin, Support, and Waste Mgmt./Remediatic 1,057 3.8% 51.9% 423 1.3% 19.8% -634 -2.4% -32.1%
61 Educational Services 28 0.1% 5.1% 84 0.3% 12.1% 56 +0.2% +7.0%
62 Health Care and Social Assistance 4,099 14.6% 44.2% 4,436 14.1% 37.0% 337 -0.4% -7.2%
71 Arts, Entertainment and Recreation 102 0.4% 8.9% 187 0.6% 16.0% 85 +0.2% +7.1%
72 Accommodation and Food Services 1,450 5.2% 24.6% 1,670 5.3% 20.9% 220 +0.2% -3.7%
81 Other Services (except Public Administration) 923 3.3% 30.5% 511 1.6% 20.7% -412 -1.7% -9.9%

Government 12,890 45.8% 63.3% 16,149 51.4% 62.9% 3,259 +5.6% -0.4%

Education 1,937 6.9% 27.0% 1,817 5.8% 25.7% -120 -1.1% -1.3%

TOTAL 28,144 37.1% 31,418 35.4% 3,274 -1.7%

* Indicates a suppressed field.

Source: PSRC, 2019; BERK9



Exhibit5. Employment, Bremerton Eastside Employment Center, 22028.
4,000

2018 Employment: 2,851

3,000

/

2018 Services Employment: 2,676

Employment
_!\.')
)
o
o

1,000

2000 2005 2010 2015 2020
Year

Source: PSRC, 2019; BERK 2019

As of 2018, the PSRC has estimated local employment in the City of Bremerton to be 31,418 jobs. Over
half of this total is related to government employment, primarily linkedNewtsl Base Kitsagremerton

and associated support businesses. Recent groariployment has been moderate; since 2010, the
average growth rate in jobs has been about 1.4% per year since 2010. This has been outpaced by
growth in government employment, however, with an average growth rate of 3.2% per year over this
same time perib

The 20year projections from the 2016 Comprehensive Plan indicate that employment in the city is
expected to increase by about 1.9% per year between 2010 and 2036, to 46,949 jobs in 2036. This
would represent a total increase of 15,531 jobs, or abo®4® current employment levels. About 80%
of this additional employment is expected to be accommodated in major planned, ¢eciigisgg the
Puget Sound Industrial Center (PSIC) in Bremerton

For the study area, PSRC estimates for 2018 employment éntthaathere are 2,851 workers, or over

9% of the total workforce in the city. Employment in the area peaked in 2011 with ®@tRars and

has declined at an average of about 2% per year. Service sectors (largely involving healthcare) are the
overwhelming dominant source of employment in the study area, accounting for 2,676 workers (about
94% of the total employment). This area accounts for about 31% of all employment inrséatece

sectors across the city.

From the information outlined in Exhbitsroughb, there are some charactgtics of the local economic
market that are important to highlight:

»4Bl Augus2019 DRAFBremertorEastside Employment Cerjtéconomic and Market Analysis Report H 9



A Dominance of government employmen®verall, the Government sector is the largest for
empl oyment in the city, with over half of the
sector. This is up from about 46% of all local jobs in 2003. Although other public agencies contribute
to this employment, the largest employer is Naval Base 8tsapertonncludingand the Puget
Sound Naval Shipyar& Intermediate Maintenance Facildpte that this employment does provide
a buffer in the local and regional economy against economic downturns, as federal military spending
is more likely to be maintained through tighter economic periods than other government or consumer
spending.

A Importance of healthcare as a sectdNext to Government employment, the Health Care and Social
Services sector employs the next greatest number of workers in the city, with an estimated 4,436
workers (14% of total employment) in 2018. Overall growth in thisrseess strong between 2004
and 2011, with an average of about 2.9% growth during this period. Estimated employment in the
sector has declined since 2014, however, with a decline from 5,171 employees in 2014 to 4,436
employees in 2018 (an average of abou¥dper year). As noted previously, the high concentration
of Service sector employment in the study area highlights that this area is a focus of local
employment in health care.

A Slight decentralization of overall employmen©ver the past several years, tsbare of Kitsap
County employment in Bremerton has declined: the city has about 35% of the total employment in
the county as of 2018, down from 37% in 2003. There has been a greater drop in the share of total
county employment in specific sectors, inglddansportation and Warehousing; and Administrative
and Support and Waste Management and Remediation services. From available estimates from the
PSRC, this seems to be related to a greater amount of employment growth going to other urban
areas in the couy, including Port Orchard, Bainbridge Island, and Poulsbo.

A Increase in manufacturing employmenAlthough Manufacturing is a relatively small part of the
city economy overall, accounting for just 3.3% of total employment, there has been some notable
inaeases in this sector since 2003. This has been related to the annexation of the Puget Sound
Industrial CenterBremerton (PSKBremerton), completed in 2009. Since 2010, employment
growth in Manufacturing in the city has increased by an average of atk&tiper year, and as of
2018, Bremerton now includes about 40% of all County employment in Manufacturing.

A General decreases in employment in other sectdrbere are several notable economic sectors that
have seen decreases in total employment in theltiese include Retail Trade; Information; Finance
and Insurance; Professional, Scientific and Technical Services; Administrative and Support and Wast
Management and Remediation Services; and Other Services. Because of this, while Manufacturing
and Govenment employment have significantly increased local employment overyids 15
timeframe, these increases have been partly offset by decreases in employment in other types of
businesses.

3.4. REAL ESTATE MARKET AND TRENDS

Examining the Bremerton and regiaeal estate market can provide insights about the available supply
of properties that can accommodate future residential and employment growth. For this area, four distinct
types of real estate products would be relevant for consideration in future deneziap

»4Bl Augus2019 DRAFBremertorEastside Employment Cerjtéconomic and Market Analysis Report H 10



Office commercial, including medical office uses.
Retail commercial

Hospitality / hotel

> > > >

Multifamily residential, including seniors housing

Although other types of real estate such as recreation/amusement, institutional, and flex uses could
potentally be incorporated into this neighborhood, these four types include most of the private
development that would potentially be compatible with existing and expected development in the study
area.

3.4.1. Office Commercial

Exhibité provides the distribution of office commercial real estate in the Bremerton area, with Exhibits

and 8 showing historic average rents and vacancies, respectively, for office commercial in the City of
Bremerton and downtown Bmon.Exhibit9 shows the distribution of all office commercial space in the

City by age of construction. Note that for the purposes of this assessmiemtwnt own Br emer t
considered to be the area within the 98337 zip code.

The distribution of office space in the city is focused on the downtown, with about half of all office space
in the city clustered in the downtown area. Aside from this ahiiter development is also located close

to Highways 3304, and 310 west of the downtown, as well as in the study area and to the north along
Wheaton Way. Elsewhere in the region, there are significant clusters of office development in Silverdale,
Poulsb, and Bainbridge Island.

Key conclusions about the office market in Bremerton and broader Kitsap County for this study include th
following:

A Office rents in the city are approaching precession levelsOffice rents in 2008 peaked at
$20.30/SF in the dantown, and about $19.50/SF in the city overall. This fell to a low of about
$17.10/SF downtown and $16.20 in the city in 2012. However, since 2012 these rents have
consistently increased by about 2.2% per year, with rents reaching $19.80/SF downtown and
$18.80/SF in the city.

A Vacancy rates in the downtown are significantly higher than in the city over&liffice vacancy
rates in the city overall have declined from a high of 15.7% in the fourth quarter of 2013, to about
7.5% in the second quarter of 201PDowntown vacancy rates, however, are still high; although
office vacancies in the downtown reached a high of 16% in 2013, vacancy rates are at about
14.1% today. This suggests that while vacancy mtesllhave returned t@re-recession levels,
that office vacancies are still a challengatentially due to parking challenges, obsolescence, and
competition with other locations for office employment.

A Office development in the city has been minimahfter 2007, there has been minimal office
development ine city, with only one building of about 22,000 SF constructed in 2011. However,
over 330,000 SF has been constructed in other communities in the county, with about 100,000 SF
each in Silverdale and Port Orchard.

A Older downtown commercial buildings may coplicate business attractiorFrom the distribution
of the age of office space given Exhibit9, there has been a notable amount of recent office
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development in the downtown. Over 460,000 SF of office space has been developed or

rehabilitated in downtown Bremerton since 2001, which amounts to almost 42% of the existing stock.
However, about 21% of office space was developed in 1940 or earlier arsdnod been

rehabilitated; while some of this space is in use, this suggests that there is a significant amount of
downtown office space that is older and obsolete. Combined with concerns about parking, this may
complicate business attraction and retergftorts in the downtown and suggests that new office

growth in the city may require new development and redevelopment.
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Exhibit6. Distribution of Office Commercial Real Estate, Bremerton Area.
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Exhibit7. Rent per Square FooDffice Commercial, City of Bremerton and Downtown, 2@2®19.
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Exhibit8. Vacancy Office Commercial, City of Bremerton and Downtow20852019.
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Exhibit9. Building Age Office Commercial, City of Bremerton and Downtown.
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3.4.2. Retail Commercial

ExhibitlO provides the distribution of retail commercial real estate in the Bremerton area, with Exhibits

11 and 12 showing historic average rents and vacancies, respectively, for retail commercial in the City of
Bremerton and downtown Bremertxhibitl3 shows thdistribution of all retail commercial space in

the City by age of construction. As with office
considered to be the area within the 98337 zip code.

The distribution of retail space in the city isitisted across the city, located in the downtown, along
Kitsap Way and Highways 3 and 310 to the west, and north of the study area along Wheaton
Way/WA -303. Silverdale is also a major retail center, with retail locations in centers and corridors
located inother cities in the county.

Key conclusions about the retail market in Bremerton and broader Kitsap County for this study include the
following:

A Retail vacancy rates in the City of Bremerton are low after peaking after the recesHetail
vacancy ratedoth in the downtown and the city peaked in 2013 as a result of the recession. These
higher vacancy rates have been reduced to historically low levels in recent years, with downtown
retail vacancy falling to below 2% in 2015, and vacancy rates citywiddirdag significantly since
2017. This has not been accompanied by construction of new retail space in the city since the
recession, and there has even been some conversion of previous retail and office space to residentia
use.

A Rents for retail spaces anecovering but are not yet at preecession levelsPrior to the recession,
retail rents peaked at about $12.30/sf citywide, and $13.80/sf downtown in 288008. While
rents have risen since bottoming out in 2012, they have still not recovered fromatkieir p
downtown rents are currently at about $13/sf, and citywide rents are about $11.80/sf. This
suggests that to date there has not been enough retail demand in the city to spur additional
development, but if trends continue there will be a need for additispace, especially if the local
population grows further.

A Retail within the study area would be challenged to compete with highwayiented commercial
along WA303. At present, there is minimal retail in the study area, which is mainly oriented to
supprting the office uses in the neighborhood. There is significant retail and restaurant development
along WA303 to the north of the study area stretching into Kitsap County, which highlights the role
of WA-303 as a major route that can provide traffic figetail businesses. However, access into the
neighborhood from W03 is challenging, and potential retail development sites would have
limited visibility from the highway, making new highatgnted retail a greater challenge in this
location, and likelyimit its extent.

A There may be a potential for retail as part of new mixadse developmentLower vacancy rates
and slowly rising rents may suggest ttexhand fomew retail spacemay increase in the futyre
especially as population growth continuesghating these spaces into new mixesg communities
may be a way of managing these demands through infill and building more complete
neighborhoods.
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Exhibit10. Distribution of Retail Commercial Real Estate, Bremerton Area.

Saurce: CoStar, 2019; BERK, 2019.
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