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Tacoma's Martin Luther King Housing Development Association has joined with a pair of private consultants to create the first so-called "double bottom line" real estate fund in Washington. 

The type of fund, so named because it aims both to satisfy investors by providing market-rate returns and also benefit the community by investing in emerging neighborhoods, has proved successful in other regions, particularly in Southern California. 

Felix Flannigan, executive director of MLKHDA, learned about the tool at a conference and hired consultants Belden Hull Daniels and Deborah La Franchi to help the agency establish one here. 

They hope to raise between $60 million and $90 million for the Puget Sound Family of Funds. 

That money would be expected to leverage $180 million to 250 million in deals, organizers said. 

The fund would help finance projects aimed at converting underutilized and older sites into mixed-income and mixed-use retail, office and industrial developments, organizers said. It would operate primarily in Pierce, Thurston, Kitsap, King and Snohomish counties, but projects could occasionally be funded in other parts of the state. 

Investors would include large institutions, such as banks, foundations, insurance companies and wealthy individuals, organizers said. 

Brian Ebersole, former Tacoma mayor and Bates Technical College president, also has been hired as a consultant. 

"I'm so pleased this is happening in Tacoma," Ebersole said. "It's a very big deal for our city. Getting investors in low-income areas is exactly what Tacoma needs. We view low- and moderate-income areas of Tacoma as new and emerging markets. There's social good and money to be made." 

A private fund manager would oversee the funds and make decisions about which projects to finance. As the fund sponsor, MLKHDA would work with the manager to help identify potential projects. 

Organizers are preparing to hire the fund manager and begin raising money soon. They hope to be financing deals by early next year. 

The effort poses "significant risk" to the non-profit housing organization, Flannigan said. So far, MLKHDA has spent more than $250,000 on development. The total development cost is expected to be $750,000. 

But the potential payoff to the region's struggling neighborhoods makes it worth the risk, Flannigan said. 

"The potential leverage is phenomenal," he said. 

Double bottom line funds didn't exist before 1998, organizers said. 

Since then, more than $5.4 billion worth of investment projects have been built throughout the country, including in Southern California, the Bay Area, the Sacramento Valley, Portland, Northwest Louisiana and Baltimore. 

Daniels is founder and CEO of Economic Innovation International, Inc., a Boston-based company that has worked to create double bottom line funds throughout the country and overseas. He is a former international banker who taught at Harvard University and the Massachusetts Institute of Technology. 

La Franchi is founder and CEO of Strategic Development Solutions. A former assistant deputy mayor for economic development under Los Angeles Mayor Richard Riordan, she served as the founding president and CEO of the Genesis LA Family of Funds which targets investment in inner city Los Angeles. 

In other cities, the funds have been spearheaded by government agencies or business organizations, Daniels said. 

He praised MLKHDA, saying it's the first community-based, African American nonprofit with the strength to attempt something like this. 

"MLKHDA is rare among community development organizations," he said. 
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