Utility Tax Increase Public Outreach
November 4, 2011
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Thank you, commissioners, for allowing me some time on your agenda. I’'m here tonight at the City Council’s request to
work with you in your role as community leaders and provide you with detailed information about a utility tax increase
that the City Council is considering in order to keep the Covington Community Park construction project moving forward.
I hope you will be able to use this information to form your own opinion about this choice and to answer questions you
might get from your friends and neighbors.

In a nutshell, the issue is that after we started the park design in 2007 the economic slowdown has eroded anticipated
revenues to the point that we need new city funding to complete the project budget. You might wonder why we are
dealing with this issue so late in the project. The reason for this timing is that earlier this year forecasted revenues from
taxes and development fee income were still sufficient to cover the project costs. However, as the year progressed some
housing developments have halted, and thus their fees will not be paid, and also the tax revenue forecast was not as high
in September as it was in the spring. This created both a capital funding gap, which we need to fill before we start
construction, and an operating funding gap. We need to know we have a reliable ongoing source of funding for
maintenance or it would be irresponsible to build the park in the first place.

As such, we are now left with the need to secure $200,000 in one time construction funds, and ongoing revenues of

approximately $185,000 per year for maintenance, or we must terminate the project and return the grant funds unspent.

There is more information about this project’s costs and benefits than the time | have available with you. As such, | will
be running through the information here at a high level and leave as much time as possible for your questions.
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Time Line
2002/2003 - four parcels acquired
2004 — conservation easement with Cascade Land
2007 - park planning process begins
2008 - legislative appropriation ($700,000)
2008 - citizen design committee formed
2008 - park annexed into urban boundary & city limits
2009 - master plan and cost estimate completed
2010 - 30% design and cost estimate completed
2010 - grant awards ($850,000)
2011 - 65% design and cost estimate completed
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We have been working on this project for a long time. Acquisition of the land started in
2002, five years after the city incorporated.
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To get you oriented, Covington Community Park is located in the north of the city, you can
see it here at the top center of the picture. Tahoma High School is across the street to the
north, and the Rainier Vista subdivision is across the street to the east.
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Here’s the master plan of what the park will look like when it is completed. To save time, |
won’t list every feature in the park, but suffice it to say that we worked closely with the
community, especially kids, and created a comprehensive community park that will amply
serve our needs. Key highlights include part of the paved “BPA Community Trail,” an
internal soft trail, sports fields, as well as sports courts, community event space and a
playground.
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We can’t afford to build the whole park all at once, so this graphic highlights the first phase
of construction, essentially the full size grass soccer field, that can also be used for
community events, the associated parking, and nearly a mile of trail system, both paved
and soft trail. Phase one has been specifically designed to address grant eligibility and
competitiveness. There’s no fluff in this project. If an element isn’t directly linked with
grant eligibility or competitiveness, it isn’t included. This is the bare bones project that
allows us to move forward with 2/3rds outside funding.
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Capital Cost = $2,358,905

Preliminary Design + Miscellaneous Costs
— Completed March 2009
— $63,043 ($ 60,158 + 2,885)
Design
— 65% plans completed March 20n1
— Bid Specs Due December 2011
- $531,578
Construction
— Park to be completed and open by June 2013
- $1,764,284
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The total capital cost of the project is $2,385,905. That includes 35% design of the whole

property, 100% design of the phase one project, and construction.
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Here’s a pie chart illustrating the breakdown of the capital costs.
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Capital Revenue = 52,157,337
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2,157,338
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Legislative Appropriation — 2008

City

RCO Grant - 2010

King County Parks Levy Allocation

King Conservation District Allocation

King County Youth Sports Facility Grant - 2010
King County - 2007

Kent Youth Soccer Association - 2010

TOTAL
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Capital revenues that we’ve secured for the project so far, add up to $2,157,338 from eight
different sources, ranging in size from the $700,000 legislative appropriation to a $12,000

in-kind donation from the Kent Youth Soccer Association.
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Capital Revenues = $2,157,337

KYSA - 2010

$12,000
King County -
2007 YSFG - 2010 KCD ~ Park Levy U“ﬁmdﬁf;i
$70,000 $75,000 $100,569  $155,203 $201,5
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Here’s what that revenue looks like in a pie chart. You can see the city’s contribution to
date at $544,566, and the unfunded portion at $201,568.
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Operation & Maintenance

Grant funding creates a maintenance obligation

Increased space and complexity
requires additional staff and equipment

11/4/zon Web Site Presentation 10

We also need to address maintenance costs. As | said earlier, at the beginning of this year
our revenue stream was forecasted to be sufficient to absorb the additional cost of
maintaining this new park. However, the September forecast predicted lower sales tax
revenues and thus we don’t have a reliable source of income to ensure maintenance on the
park.

Of special note here, ensuring revenue for maintenance is more than just a prudent idea, it
is required under the terms of the grant contracts we would use for construction of the
park. If the city’s revenues decline in the future, it is not an option to simply stop
maintaining the park, or even to massively cut back on maintenance.
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Operation & Maintenance

Grant funding creates a maintenance obligation

Increased space and complexity
requires additional staff and equipment
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Maintaining Covington Community Park after phase one construction will be a substantial
increase in effort.

*For the first time we will be maintaining a soccer field, substantial irrigation system, paved
and soft trails and parking lot.

*We will need a presence during many hours when we are not currently staffed, including
evenings and weekends.

*Usage will be a substantial increase compared to any other park we have, especially on
soccer weekends

*We currently maintain about 2.5 acres spread over 5 parks. This new facility has a higher
standard, increased complexity, more hours of operation, more customers and doubles the
maintained space.

*Parks currently pays Public Works for approximately 1 FTE spread over 3 full time staff and
2 seasonal workers. They work hard and are already fully booked. They can’t absorb this
park into their work load. This park requires additional staff and equipment to handle its
maintenance.
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Maintenance Cost = $185,374

$86,645 Wages 1 Full Time, 1 Seasonal
$62,749 Administrative Benefits, central services, fleet replacement
$35,980 Operations Contracts, services, utilities, maintenance
supplies
$185,374 TOTAL Years 2014+
863,000 Equipment One time - 2013
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To develop our maintenance staff needs and costs we studied the design document and
developed a list of tasks, determined the hours it would take to perform the tasks, and
then calculated the staffing requirements. This is called the Maintenance Management
Plan approach. The outcome of this calculation is the need for 1 full time and one seasonal
maintenance worker. With all of the associated costs, including wages, benefits, city
central services, supplies, utilities, etc. the total annual cost of maintenance will be about
$185,000 per year starting in 2014.

For cash flow purposes we will lag construction of the park until late 2012, have a partial
year of maintenance in 2013, with the first full year of maintenance in 2014.

11/4/2011

12



Revenue Needs

$201,568 - 2012
$166,070 - 2013
$185,374 - 2014
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To summarize then, our revenue needs start out at $201,568 in 2012 to cover capital costs.

In 2013 they are about $166,000. This cost is relatively low on labor as it is only a partial

year of maintenance. It also includes one time costs for capital equipment, such as the
crew truck, trailer, mower and gator.

2014 will be the first year we pay a full year of maintenance costs, which are estimated to
be about $185,000 including all personnel, administrative and operational costs.
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Revenue Options

L5 Percent Increase Now
* Approximately $2 per household per month
* Raises approximately $180,000 per year

12 Percent Increase Later

Vehicle License Fee

Business & Occupation Tax (B&O)

Budget Cuts

No Action
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Council has reviewed several options available to close the funding gap. At their October
25% meeting they chose to move forward with more discussion of the utility tax increase.
The utility tax increase would cost a typical family of four approximately $2 per month, $24
per year. During a full year it would raise approximately $180,000 which would essentially
cover the annual maintenance cost.

Of note, due to the length of time it takes to update utility company billing systems, in 2012
the new rate would only be collected for part of the year, probably starting in March, and
would generate about $135,000. As the capital budget is short about $200,000 the balance
of $65,000 would be made up by shifting money from capital reserves into the project.
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Reasons to Move Forward

Community Need
* Soccer Fields
* Large Community Parks
e Trails
* Community Event Space
Council Goals

Credibility
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At their November 22" regular meeting, the City Council is scheduled to decide whether or not to
move forward with the utility tax and thus the park project. Here’s a summary of the reasons to
move forward.

First, Community Need. This need is clearly expressed directly by residents through the PROS Plan
survey and park design process.

e The most requested facility that we don’t already have was sports fields. In the case of soccer
fields, there are no full size fields in Covington. Anyone over the age of 11 must travel to Kent,
Auburn, Renton or King County fields to play a soccer game. This project provides a full size soccer
field and the city’s first and only soccer field of any size.

* The most requested type of park was a tie between large community parks suitable for wide use
and an extended trail system for walking and biking, with 60% of residents needing these types of
parks. Even more dramatic is that 68% of respondents said expanding the trail system meets their
needs “well or extremely well”. This project is a “down payment” on a diverse community park and
adds nearly one mile of paved and soft trail to the community trail system.

* The most popular type of recreation was for Community Events and Festivals, with 66%
requesting this kind of activity. For 68% of residents, community events meet their needs “well or
extremely well”. However, there is no city owned and maintained space for community events. As
we are acutely aware due to Covington Days, relocating events disrupts planning and
implementation and lack of city owned space means that events such as movies in the park, green
stage, and summer concerts can’t be held due to lack of an appropriate facility. This project
provides the multi-purpose field that can be used for community events and small festivals.

e Through the citizen design committee, parks commission, teen focus group, outreach in area
high schools and citizen survey results we planned a park and a phase one construction project that
is designed to address the community’s highest priority needs.

11/4/2011
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Reasons to Move Forward

Community Need
Council Goals

* Infrastructure for a Growing Community
* Meet the Needs of Youth & Families
Credibility
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The Second reason to move forward is that the Council’s own goals call for “high quality
capital infrastructure and services that reflect the needs of a growing community,” as well
as “provide programs and facilities such as parks and recreation... that emphasize and meet
the needs of Covington’s youth and families.” The second goal was recently added in 2008.
Even though Covington grew over 27% between the 2000 and 2010 censuses, and 80% of
the population is families, we haven’t added any sports fields to accommodate the growing
needs of youth and families in the community.

11/4/2011

16



Reasons to Move Forward

Community Need
Council Goals
Credibility
* Already invested nearly $600,000

» Leverages over $1.5 million of outside funding
* 3 to 1 Return on Investment

11/4/zon Web Site Presentation 17

The third reason to move forward is that this is an opportunity for the city to follow
through on its investment in a park project that has been in the works for a long time, for at
least nine years.

* The city has already invested significant staff time and nearly $600,000 in planning and
design expenses over last three years, and we are almost ready for construction

* The project will leverage the city’s existing investment and attract over $1.5 million in
grant revenue and donations which have been obtained over the last four years. This
funding was not easy to obtain, and not easy to retain. If we don’t proceed at this time the
vast majority of this funding will go away and no one knows how long it will be before the
same amount of grant money could be obtained again.

*If we move forward, with our investment of about $750,000 in city funds, we would realize
a 3 to 1 gain. For every dollar we spend, we will attract three more dollars in grant revenue
and donations. ($544,566 + $201,568 / 2,358,906 = 31.6%)
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Reasons to Not Move Forward

Project Budget
Economy
Flexibility
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For all the reasons to move forward and provide the funding to build this park, there are
also considerations that could cause Council to walk away from the project.

For one thing, the budget is still speculative.

e As we are not scheduled to complete the design until the end of this year the final cost
estimate from the architect is not yet available. One of the estimated costs is the fee for
hooking up to the Covington Water District. Staff has estimated the cost to be $141,199,
but it is speculative until the paperwork is completed.

¢ The revenue budget is also not finalized at this time. The $100,569 King Conservation

District funding is allocated to the city but we still need to negotiate a scope of work and
contract with the agency.

A second consideration is that even discussing generating new revenue carries a political
risk during our difficult economic times.

And third, building the park with grant money means we are required to maintain it in good
working condition for decades to come. The granting agencies require this to guarantee
that their financial investment in our park will last for the life of the project. Council clearly
understands that new funding generated for this project would not be available in the
future to maintain other city services in this era of stagnant revenues, rising costs, and
looming state budget cuts.
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Public Outreach Process

Council Presentations

Public Hearing, November 8th
Commission Presentations
Media

Council Action, November 22"
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As | mentioned earlier, I'm here tonight as Council directed staff to conduct a public
outreach effort to advise the public of the possible utility tax increase and invite public
input. Our outreach efforts include:

» presentations to Council on October 11t and 25t

» presentations to all the commissions, on October 13th, November 3" and November 10t
* a public hearing at 6PM, next Tuesday, an hour earlier than their normal start time due
to the election

e ablurbin today’s Monthly Update in the Reporter newspaper

* an article in today’s Reporter written by Kris Hill, and a

* a Fact Sheet

11/4/2011
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Scott Thomas

Parks and Recreation Director
sthomas@covingtonwa.gov
253-638-1110 X3279
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