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City of Tukwila

Allan Ekberg, Mayor

INFORMATIONAL MEMORANDUM

TO: Finance Council Committee

CC: Mayor Ekberg

FROM: Peggy McCarthy, Finance Director

BY: Vicky Carlsen, Deputy Finance Director
DATE: February 14, 2018

SUBJECT: Update on Progress in Implementing Priority-Based Budgeting and Next
Steps Regarding Community Outreach and Engagement (Updated from
September 6, 2017 meeting)

ISSUE

As part of the City’s 2017 work plan, staff reviewed the current budget process and recommended
enhancements to the 2019-2020 process by adopting Priority-Based Budgeting. Priority-Based
Budgeting will allow the City to meet its current biennial priority of “Ensuring organizational
effectiveness and responsible fiscal stewardship,” while also directly aligning with the Strategic
Plan goal of maintaining “A high performing and effective organization.”

BACKGROUND

A City budget serves several functions. The central goal of the budget process is to help Council
make informed decisions about what services should be funded, and how to promote stakeholder
participation in the process. A good budget process:

Incorporates a long-term perspective,

Establishes links to broad organizational goals,

Focuses budget decisions on results and outcomes,

Involves and promotes effective communication with all stakeholders, and

Provides incentives to management and staff.

Based on GFOA’s “Best Budgeting” practices, a budget is a policy document, a communications
device, a financial plan, and an operations guide. The City receives the GFOA budget award
every two years for this document, representing the City’s ongoing commitment to conforming to
these guidelines. To keep current with these best practices, it is important for the City’s budget
process to evolve over time. In planning for the next biennium, staff and Council reviewed the
various budgeting methods available and chose to move forward with Priority-Based Budgeting.

Prioritv-Based Budageting
Priority-Based Budgeting helps us answer the following five questions:

1. What are we in business to do? These are the high-level and over-arching reasons the
City exists in the eyes of our community.
2. What exactly do we do? This is a comprehensive listing of all programs offered by the
City along with the associated costs and staff count.
3. How do we prioritize programs? Programs are scored against established attributes to
determine degree of relevance. Attributes could include the following:
a. Level of mandate to provide program
b. Reliance on City to provide program
c. Cost recovery of program
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d. Change in demand for program
e. Size of population served
f. Community support for program

4. How do we know if we are successful? Performance measures can be used to determine

if we are going in the right direction.

5. How do we ask better questions that lead to better decisions about what we do and why

we do it? Resources can be allocated based on the prioritization of programs.

The following elements of Priority-Based Budgeting can be utilized to help answer these
questions:

Community Involvement - In order to determine the answer to ‘what are we in business to
do?, itis imperative to get community members involved in the budgeting process. Public
participation can help government be more accountable and responsive and can improve
the perception of the value the public receives from government. The Government Finance
Officers Association (GFOA) recommends that governments incorporate public
participation efforts in planning, budgeting, and performance management results
processes. Although the City has consistently provided opportunities for public input
through public hearings and budget workshops, there are always ways to improve
accessibility.

Program Budgeting - Program budgeting answers the question ‘what exactly do we do?"’.
Program-based budgeting is a tool where all budgetary information is organized around
the City’s programs and services, instead of by department and division. The result is a
budget that shows costs of the program, revenues generated by the program, and how
the program ties to citywide goals.

Departments and divisions typically include several individual programs. Budgeting by
programs increases transparency and accountability within departments by breaking
down budgets into smaller, easy to understand units. Programs are also easier to manage
and help hold staff accountable.

Rather than incrementally increasing or decreasing the budget each cycle, program
budgeting requires that the entire budget is reviewed during each budget process. When
economic downturns force difficult budget decisions, it's easier to trim the budget when
you know how programs stack up against the priorities of the City. Conversely, when new
revenue sources are identified, policy can ensure that the additional revenue sources are
applied to priorities.

Prioritizing Programs and Aligning Programs to Strateqic Goals and priorities - This next
step in the process helps answer the questions, ‘how do we prioritize programs? and ‘how
do we ask better questions that lead to better decisions about what we do and why we do
it?”. Once programs are identified and budgets are allocated to programs, each program
is then evaluated against established attributes. These attributes can include whether the
program is mandated, or how much of the population is served by the program. The higher
the program scores on the rating scale for each attribute, the higher the priority to the City
and the community. Once the programs are scored, then each program is linked to
strategic goals and priorities to demonstrate how much the City invests in each.

Performance Measures - Measuring performance provides a quantifiable way to recognize
successes and identify areas needing improvement, and allows policy makers, managers,
and residents to evaluate the quality and effectiveness of government services. In other
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words, it answers the question ‘how do we know if we are successful?’ Performance
measures quantitatively evaluate the return from resources spent on programs and
services. Generating information about program results and outcomes and should be an
integral part of any budget process. Performance measure data can bring rationality to
planning and budget discussions by demonstrating how the use of resources over time
have met strategic goals.

Benefits of Priorityv-Based Budgeting
By implementing Priority-Based Budgeting, the City can move toward a more transparent budget
process with increased stakeholder participation.

Priority-based budgeting provides a comprehensive review of the entire City. Resources can be
reallocated to make positive change without laying off staff and without making significant
changes to programs and services the City offers. Staff time is reallocated from low priority
programs to high priority program staffing needs before additional staffing is considered.

Center for Priority-Based Budgeting

The Center for Priority-Based Budgeting is a leader in assisting organizations in implementing
priority-based budgeting. The Center provides technical and advisory services and will tailor the
scope of work to meet our specific needs. Due to the staff time necessary to lay the groundwork
ensure a successful implementation we contract with the Center for specific services including
informing the full Council on the benefits of priority-based budgeting, assisting departments in
identifying programs, and improving community involvement in the budget process. Cost for
services come from existing budget.

Timeline

Since these enhancements are long-term in nature, this transition will stretch over multiple budget
cycles. The 2019-2020 Budget Process will have elements of our current budget process and
Priority-Based Budgeting. We anticipate full implementation of Priority-Based Budgeting for the
2021-2022.

DISCUSSION

The purpose of this memo is to update Council on progress to date in implementing Priority-Based
Budgeting, and the next steps in implementation, particularly regarding community outreach and
engagement.

Progress to Date
In October the City officially partnered with the Center for Priority-Based Budgeting to assist with
the implementation of Priority-Based Budgeting. The Center is under contract through the end of
June, at which time, the City should have completed the following steps:

¢ |dentifying programs

e Allocating 2017 and 2018 budgets to programs

¢ Develop attributes in which to score programs

e Score programs and group them in tiers

Through the end of January, most departments have completed identifying programs for the
general fund and capital project funds. Enterprise fund programs will be identified in the upcoming
weeks.

Departments have begun allocating 2017 and 2018 budgets to programs with the goal of all
budgets allocated to programs by mid-March. Also, during March, attributes to score programs
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will be drafted with the intent of completing the scoring step by the end of April. Scoring in April
will apply to the 2017-2018 budget using the existing strategic goals.

Once these steps have been completed, the backbone for priority-based budgeting will be in
place, and utilized, for drafting the 2019-2020 budget.

Next Steps
In order to score programs against the City's strategic goals for the 2019-2020 budget, it is

important to take the strategic plan back to the community to make sure it still reflects the
community's priorities. In 2012, the City underwent an extensive community process to develop
a strategic plan. (http://www.tukwilawa.gov/departments/mayors-office/city-publications/) The
2012 Plan identifies five goals:
1. A Community of Inviting Neighborhoods and Vibrant Business Districts
2. A Solid Foundation for All Tukwila Residents
3. A Diverse and Regionally Competitive Economy
4. A High-Performing and Effective Organization
5. A Positive Community Identity and Image
The City's Community Engagement Manager, Mia Navarro, is developing an outreach plan to
check back with the community and with staff on the strategic goals and objectives, and present
recommended changes to Council and City leadership. The outreach plan includes the following
elements (more detail can be found in the attachment to this memo).
e At least one community workshop (Tentatively scheduled for 4/21/2018)
e A video in multiple languages introducing Priority-Based Budgeting and outlining the
strategic plan for both the community and employees
« A survey in multiple languages for both the community and employees that asks:
o What do you like about the plan? /What is important to you?
o What would you change about the plan? /What's missing?
e Internal meetings, presentations, and workshops
e Presentations at existing community meetings (Road Show)
e Promotion on our print and digital media outlets, and partner media outlets such as the
Tukwila School District
e Qutreach to businesses

RECOMMENDATION

Staff recommend forwarding this discussion to the Committee of the Whole on February 26, 2018
to get full Council feedback and consensus on the proposed process for seeking community
feedback on the strategic plan and updating the strategic plan.

ATTACHMENTS
City of Tukwila Strategic Plan and Priority Based Budgeting DRAFT Outreach and Engagement

Plan
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City of Tukwila Strategic Plan and Priority Based Budgeting
DRAFT Outreach and Engagement Plan

OVERVIEW

The City of Tukwila is moving to a Priority Based Budgeting system, wherein we budget for programs and
priorities, rather than by line items. Part of this process is to score programs against the City’s priorities.
In 2012, the City developed a strategic plan with a lot of community input. The City wants to make sure
those goals and priorities are still accurate before scoring City programs against those goals and
priorities.

PURPOSE & GOALS
The purpose and goals of the in-person and online activities are to:

e Introduce Priority Based Budgeting
o Concept
o Timeline for Implementation
e Review 2012 Strategic Plan
e Get feedback from the community on the strategic plan:
o What do you like? What’s important to you?
o What is missing? What would you change?

AUDIENCES

o All Tukwila residents, including voters and non-voters, residents familiar with the project and
those who are not

e Community organizations

e Tukwila businesses and their employees
e City of Tukwila employees and volunteers
e Tukwila City Council

DRAFT Page 1 0f4



City of Tukwila Priority Based Budgeting and Strategic Plan
DRAFT Qutreach and Engagement Plan

ACTIVITIES

In-Person Workshop

School District, students, families, residents, and businesses

DATE / TIME Saturday, April 21, 10 am to 12 pm

Foster High School or Sullivan Center. Food, child care, and

VENUE il . . .
translation/interpretation will be available.

VENUE CONTACT (TBD)

ACTIVITY Online Feedback — Video and Survey and multiple languages
TARGET Aupience I
DATE / TIME 24/7 March-ApriI

VENUE Online

VENUE CONTAC N/A

ACTIVITY Roadshow

TARGET AUDIENCE All
DaTE / TIME March-April

VENUE In-Person

VeNue CONTACT (TBD)

ACTIVITY Internal Engagement

IEan-ublaiea City Staff
DaTe / TiME Feb/March/April

Department Meetings (Intro)
Mayor’s Brown Bag

Break Room feedback
Workshop(s)

VENUE CONTACT (TBD)

VENUE

Last updated.: February 13, 2018 Page 2 0f4



City of Tukwila Priority Based Budgeting and Strategic Plan
DRAFT Qutreach and Engagement Plan

EVENT AND SURVEY PROMOTION
Big picture:

e Beginning six weeks before the in-person workshop—save-the-date notices will start about six
weeks in advance of the in-person workshop.
e Beginning four weeks before the in-person workshop—targeted, thorough notifications will
provide reminders about the in-person and online opportunities for feedback.
¢ Follow-up post event—This is perhaps the most critical part of this and any outreach and
engagement project. We will identify report back points throughout the year after the survey
and workshop to tell the community and employees, including but not limited to:
o How the information will be/is being used
o How/if Council and City leadership decided to change the strategic plan
o Budget process timeline and hearings

The workshop, survey, and follow-up messaging will be promoted via:
o Postcard (mailing)
Social Media Posts (Facebook, Twitter)
City of Tukwila project website
Email
Posters/Flyers/Kid mail
Press Release
Hazelnut
E-Hazelnut
High School Youth
Community Connectors
TukTV
Tukwila Reporter
Internal
o Yammer
o Email

o 0 0O 0 0 0O 0 o0 o 0o 0 O

o Postcard

Last updated: February 13, 2018 Page 3 of 4



City of Tukwila Priority Based Budgeting and Strategic Plan
DRAFT Qutreach and Engagement Plan

ROAD SHOW LIST

PTA and other school groups

City of Tukwila Boards and Commissions

Foster High School Civics and Leadership Classes, Bulldog Academy
Friends of the Hill(?)

Rainbow Haven and Orchard Park Communities
Refugee women’s Alliance

Duwamish and Southcenter Rotary Clubs
Tukwila Pool

TIBAC

Tukwila School District Providers Network
Tukwila Houses of Worship

Neighborhood Groups

Ethiopian Center of Seattle

Community Connectors

Last updated: February 13, 2018 Page 4of 4



City of Tukwila

Allan Ekberg, Mayor

INFORMATIONAL MEMORANDUM

TO: Finance Committee

CC: Mayor Ekberg

FROM: Peggy McCarthy, Finance Director

BY: Vicky Carlsen, Deputy Finance Director
DATE: February 6, 2018

SUBJECT: Financial Definitions

Issue

At the January 17,2018 Finance Committee, staff was asked to provide definitions of terms regularly used
when discussing financial matters in the City.

Discussion

The following terms are used regularly during financial discussions.

Allocated Budget

The monthly budget for the current year is calculated by analyzing the spending pattern from the previous
year and applying the same spending pattern to the current year. For example, if 10% of the budget was
spent in January of the previous year, then it would be assumed that 10% of the current year budget would
be spend in January of the current year.

Annual Budget
The annual budget is the original adopted budget plus any amendments adopted by Council.

Prorated Budget
The budget for the current year is simply divided by 12 and assumes that each month 12% of the budget
would be spent.

Spend Patterns
How much a department or line item spends each month over the course of a year.

Variance
The difference between the allocated budget and actuals.

For additional information, the Glossary of Terms found at the back of the Biennial Budget document has
been included as an attachment.

Recommendation
For information only.

Attachments

Glossary of Terms —2017-2018 Biennial Budget document.
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2017 - 2018 Biennial Budget City of Tukwila, Washington

GLOSSARY OF TERMS
ACCOUNT. A classification established for the purpose of recording revenues and expenditures.

ACCOUNTING SYSTEM. The methods and records established to identify, assemble, analyze, classify,
record and report a government's transactions and to maintain accountability for the related assets and
liabilities.

ACCRUAL BASIS. The recording of the financial effects on a government of transactions and other
events and circumstances that have cash consequences for the government in the periods in which those
transactions, events, and circumstances occur, rather than only in the periods in which cash is received
or paid by the government.

ANNUAL BUDGET. A budget applicable to a single fiscal year.

APPROPRIATED BUDGET. The expenditure authority created by the appropriation bills or ordinances,
which are signed into law, and the related estimated revenues. The appropriated budget would include
all reserves, transfers, allocations, supplemental appropriations and other legally authorized legislative
and executive changes.

APPROPRIATION. A legal authorization granted by a legislative body to make expenditures and to incur
obligations for specific purposes. An appropriation usually is limited in amount and time it may be
expended.

ASSESSED VALUATION. A valuation set upon real estate or other property by a government as a basis
for levying taxes.

BALANCED BUDGET. A budget with revenues equal to expenditures. Total Revenues are equal to or
greater than Total Expenses.

BARS. Budgeting, Accounting & Reporting System. Refers to the accounting rules established by the
Washington State Auditor's Office, including a prescribed chart of accounts.

BASIS OF ACCOUNTING. A term used in reference to when revenues, expenditures, expenses and
transfers-and the related assets and liabilities-are recognized in the accounts and reported in the financial
statements. Specifically, it relates to the timing of the measurements made, regardless of the nature of
the measurement, on either the accrual method for proprietary funds or modified accrual method for
governmental funds.

BENEFITS. Costs paid by the City on behalf of its employees. Examples include: medical and dental
insurance, retirement, deferred compensation, life insurance and worker's compensation.

BIENNIAL BUDGET. A budget applicable to a two-year period.

BUDGET. A plan of financial operation embodying an estimate of proposed expenditures for a given
period and the proposed means of financing them. Used without any modifier, the term usually indicates
a financial plan for a single fiscal year.

BUDGET AMENDMENT. The method used to make revisions to the adopted budget. Adjustments are
made through an ordinance approved by the City Council.

403
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BUDGET CALENDAR. The schedule of events that need to occur and the date or period of time for
each to occur in the preparation, review and adoption of a budget.

BUDGET DOCUMENT. The instrument used to present a comprehensive financial program to the
appropriating governing body. The budget document usually consists of three parts. The first part
contains a message from the budget-making authority, together with a summary of the proposed
expenditures and the means of financing them. The second consists of schedules supporting the
summary. These schedules show in detail the past years' actual revenues, expenditures and other data
used in making the estimates. The third part is composed of drafts of the appropriation, revenue and
borrowing measures necessary to put the budget into effect.

BUDGET MESSAGE. A general discussion of the proposed budget as presented in writing by the
budget-making authority to the legislative body. The budget message should contain an explanation of
the principal budget items, an outline of the government's actual financial experience during the past
period and its financial status at the time of the message, and recommendations regarding the financial
policy for the coming period.

BUDGETARY CONTROL. The control or management of a government or enterprise in accordance
with an approved budget to keep expenditures within the limitations of available appropriations and
available revenues.

CAPITAL ASSETS. Long term assets such as land, improvements to land, easements, buildings and
related improvements, vehicles, machinery and equipment, infrastructure, and all other tangible or
intangible assets that are used in operations and that have initial useful lives extending beyond a single
reporting period. See also Fixed Assets.

CAPITAL EXPENDITURES. Expenditures of current financial resources for constructing or purchasing
capital assets. Under the modified accrual basis of accounting these acquired assets appear as
expenditures in the fund statements, however under the current reporting model these acquired assets
are recognized as assets in the basic financial statements.

CAPITAL IMPROVEMENT PROGRAM. A program for capital expenditures to be incurred each year
over a fixed period of years to meet capital needs arising from the long-term work program or other capital
needs. It sets forth each project or other contemplated expenditure in which the government is to have
a part and specifies the resources estimated to be available to finance the projected expenditures.

CAPITAL PROJECTS FUND. A fund created to account for financial resources to be used for the
acquisition or construction of major capital facilities.

CAPITALIZATION THRESHOLD. Dollar value at which a government elects to capitalize tangible or
intangible assets that are used in operations and that have initial useful lives extending beyond a single
reporting period. The City’s capitalization threshold is established at a cost of $5,000.00, or greater.

CONTINGENCY FUND. An account set aside for emergencies or other unanticipated needs not
otherwise included as part of the budget.

DEBT. An obligation resulting from the borrowing of money or from the purchase of goods and services.
Debts of governments include bonds, time warrants and notes.

DEBT SERVICE FUND. A fund established to account for the accumulation of resources for, and the
payment of, general long-term debt principal and interest.
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DELINQUENT TAXES. Taxes remaining unpaid on and after the date to which a penalty for nonpayment
is attached. Even though the penalty may be subsequently waived and a portion of the taxes may be
abated or canceled, the unpaid balances continue to be delinquent taxes until abated, canceled, paid or
converted into tax liens.

EXPENDITURES. Decreases in net financial resources. Expenditures include current operating
expenses requiring the present or future use of net current assets, debt service and capital outlays, and
intergovernmental grants, entittiement and shared revenues.

FISCAL YEAR. A 12 -month period to which the annual operating budget applies and at the end of which
a government determines its financial position and the results of its operations.

FIXED ASSETS. Long-lived tangible assets obtained or controlled as a result of past transactions, events
or circumstances. Fixed assets include buildings, equipment, improvements other than buildings and
land. See also Capital Assets.

FULL-TIME EQUIVALENT (FTE). An employment indicator that translates the total number of hours
worked in a year by all employees, including part-time workers, to an equivalent number of work years.
For example, one FTE equals 2,080 hours and .75 FTE equals 1,560 hours.

FUND. A fiscal and accounting entity with a self-balancing set of accounts in which cash and other
financial resources, and related liabilities and residual equities, or balances, and changes therein, are
recorded and segregated to carry on specific activities or attain certain objectives in accordance with
special regulations, restrictions or limitations.

FUND BALANCE. The difference between assets and liabilities reported in a governmental fund. Fund
balances are either designated to a particular purpose or undesignated as to the remaining un-
appropriated balance of the fund after accounting for the designated funds.

GENERAL FUND. The fund used to account for all financial resources, except those required to be
accounted for in another fund.

GENERAL LONG TERM DEBT. Long term debt expected to be repaid from governmental funds.

GENERAL OBLIGATION BONDS. Bonds that are secured by the local government’s full faith and
credit to use legally available resources, including tax revenues to repay bond holders.

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). Uniform minimum standards and
guidelines for financial accounting and reporting. The primary authoritative body on the application of
GAAP to state and local governments is the Government Accounting Standards Board.

GOVERNMENTAL FUNDS. Funds generally used to account for tax supported activities. There are
five different types of governmental funds, of which the city uses four of these. The general fund, is the
main operating fund of the city. The special revenue funds, are used to account for proceeds from specific
sources to be used for legally restricted purposes, but normally not for major capital projects. The debt
service funds, which are for the accumulation of resources to pay principle and interest on the City’s
general long term debt. The capital project funds, which are used for the acquisition or construction of
major capital facilities.

LEGAL LEVEL OF BUDGETARY CONTROL. The level at which spending in excess of budgeted

405
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amounts would be a violation of law. The legal level of budgetary control is at the fund level.

LEVEL OF BUDGETARY CONTROL. One of the three possible levels of budgetary control and authority
to which organizations, programs, activities and functions may be subject. These levels of budgetary
control are (a) appropriated budget, (b) legally authorized non-appropriated budget process or (c) non-
budgeted financial activities, which are not subject to the appropriated budget and the appropriation
process or to any legally authorized non-appropriated budget review and approval process, but still are
relevant for sound financial management and oversight.

LEVY. (1) (Verb) To impose taxes, special assessments or service charges for the support of
government activities. (2) (Noun) The total amount of taxes, special assessments or service charges
imposed by a government.

MODIFIED ACCRUAL BASIS. The basis of accounting associated with the governmental fund-type
measurement focus. Under it, revenues and other financial resources are recognized when they become
susceptible to accrual, that is when they become both "measurable" and "available" to finance
expenditures of the current period. Expenditures are recognized when the fund liability is incurred except
for inventories of materials and supplies that may be considered expenditures either when purchased or
when used. All governmental funds, expendable trust funds and agency funds are accounted for using
the modified accrual basis of accounting.

OBJECT DESCRIPTION. The classification of expenditures on the basis of categories called line-items
or objects-of-expenditure (e.g., 10-Salaries & Wages, 20-Personnel Benefits, 40-Other Services &
Charges, 60-Capital Outlay, etc.) and within each category more detailed line-items (e.g., salaries, travel,
telephone expense, etc.).

OPERATING BUDGET. Plans of current expenditures and the proposed means of financing them. The
annual operating budget is the primary means by which most of the financing, acquisition, spending and
service delivery activities of a government are controlled. The use of annual operating budgets is usually
required by law. Even when not required by law, however, annual operating budgets are essential to
sound financial management and should be adopted by every government.

OPERATING TRANSFERS. All interfund transfers other than residual equity transfers (e.g., legally
authorized transfers from a fund receiving revenue to the fund through which the resources are to be
expended).

PROGRAM BUDGET. A budget wherein expenditures are based primarily on programs of work and
secondarily on character and object class.

PROPRIETARY FUND TYPES. Sometimes referred to as income determination or commercial-type
funds, the classification used to account for a government's ongoing organizations and activities that are
similar to those often found in the private sector. The GAAP used are generally those applicable to similar
businesses in the private sector and the measurement focus is on determination of net income, financial
position and changes in financial position.

REVENUES. (1) Increases in the net current assets of a governmental fund type from other than
expenditure refunds and residual equity transfers. Also, general long-term debt proceeds and operating
transfers in are classified as "other financing sources" rather than as revenues. (2) Increases in the net
total assets of a proprietary fund type from other than expense refunds, capital contributions and residual
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equity transfers. Also, operating transfers in are classified separately from revenues.

SPECIAL ASSESSMENTS. A compulsory levy made against certain properties to defray all or part of
the cost of a specific capital improvement or service deemed to benefit primarily those properties.

SPECIAL REVENUE FUND. A fund used to account for the proceeds of specific revenue sources (other
than expendable trusts or major capital projects) that are legally restricted to expenditure for specified
purposes. GAAP only require the use of special revenue funds when legally mandated.

TAXES. Compulsory charges levied by a government to finance services performed for the common
benefit. This term does not include specific charges made against particular persons or property for
current or permanent benefits, such as special assessments. Neither does the term include charges for
services rendered only to those paying such charges (e.g., sewer service charges).

TAX LEVY ORDINANCE. An ordinance through which taxes are levied.

TAX RATE. The amount of tax stated in terms of a unit of the tax base (e.g., specified amount per $1,000
of assessed valuation of taxable property).

TAX RATE LIMIT. The maximum rate at which a government may levy a tax. The limit may apply to
taxes raised for a particular purpose or to taxes imposed for all purposes, and may apply to a single
government or to a class of governments operating in a particular area. Overall tax-rate limits usually
restrict levies for all purposes and of all governments, state and local, having jurisdiction in a given area.
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City of Tukwila

Allan Ekberg, Mayor

INFORMATIONAL MEMORANDUM

TO: Finance Committee
FROM: Rachel Bianchi

CC: Mayor Ekberg
DATE: February 12, 2018

SUBJECT: Financing the Public Safety Plan (Updated from February 6 Meeting)

NOTE: Because this topic is building on previous Committee meetings, the original
memo has been updated in underline font below. This intent is to continue to preserve
the information from one meeting to the next given that each discussion will build upon

the previous.

ISSUE

Due to market conditions and cost escalation, the City has a significant gap in the Public Safety
Plan budget. The Finance Committee has been tasked with reviewing options and identifying
potential recommendations for the full Council to consider later this spring. The Justice Center
will also finish Schematic Design this spring and will provide for better understanding of the
costs associated with that project. Merging these timelines will provide the necessary
information for the City Council to provide direction on the next steps on the Public Safety Plan.

BACKGROUND

Process:

Due to the gravity and complexity of this issue, staff worked with the Committee Chair to identify
the following schedule for covering the various information associated with tackling the funding
gap:
February 6, 2018 Finance Committee:
e Project costs as known

Overview of voter-approved bonds
Debt capacity and term
Fire Impact Fees
Land sales and other one-time funds

e REET1
February 21, 2018 Finance Committee:

e New revenue options
March 6, 2018 Finance Committee:

¢ General fund and operations

e CIP prioritization
March 20, 2018 Finance Committee:

e Review project schedule

Staff proposes that the Committee review the information presented and provide direction to
staff at each meeting as to which options are of interest to the council. Staff will then use the
intervening time to build an iterative financial model that can be reviewed and added to at
subsequent meetings. For instance, if the Committee is interested in dedicating land sales to
filling the gap, this would be a tool we would build into the model and bring back to show you the
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implications as to how that tool — along with others agreed to by the committee — would work
together to fill the gap. By the end of this process, the goal is to have a collaboratively built
model to inform the full Council and any final decisions.

Staff has provided its recommendations after each tool to inform the Council of its position.

Project costs as known:

Before we discuss tools for filling the gap, it is important that everyone has the same
understanding of the current known project costs.

Below are the current budget estimates for the Public Safety Plan projects. Fire Station 51 has
completed the schematic design phase, allowing for more certainty on the estimates associated
with the fire stations. However, the estimate for the Justice Center is carrying many significant
costs, such as budget allotted for site preparation and the Public Works facility estimate is the
most extreme, assuming none of the buildings on the current site could be reused. The Justice
Center will be done with Schematic Design in May and at that point there will be more certainty
on the budget estimate. The Public Works facility will not hit that stage until toward the end of
this year.

Public Safety Plan Project Cost Estimates as of January, 2018 (in millions)

Project Initial Budget Updated Gap

Fire Station 51 $11,446 $12,509 $1,063
Fire Station 52 $5,657 $17,652 $11,995'
Fire Station 53 $7,329 $14,753 $7,424
Justice Center $28,629 $68,536 $39,907
Public Works Facility $29,493 $63,270 $33,777
Total Gap for Projects $94,166
Utility Fund Gap Obligation for PW ($16,888)
Total Unfunded Gap $77,278

The cash flow spreadsheet for the projects, on the current schedule, is attached.
Voter-Approved Bonds:

The voters approved a $77.4 million bond measure in November 2016. In December 2016,
$36.7 million, of these bonds were issued. Based on the cash flow analysis provided by SOJ in
December 2017, the remainder of the bond authorization, or $40.6 million, will be needed in
2018 and 2019 to fund property purchases and construction costs. The recommendation is to
issue the bonds in the fall of 2018 so the debt service can be included with the 2019 property
tax assessments.

Debt Capacity and LTGO Bonding:

In order to address the Public Safety Plan funding gap, it is likely that the City would need to
issue additional bonds, this time councilmanic ones.

! The headquarters station was moved from Fire Station 51 to Fire Station 52
during the siting phase, technically flipping the budgets for Stations 51 and
52, hence the relatively small gap for 51 and huge one for 52.

W:\2018 Info Memos\FinancingPSPlan2-21-18.doc
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State law limits the amount of debt the City can carry. For councilmanic/limited tax general
obligation (LTGO) debt, the City is limited to 1.5% of taxable assessed valuation. Total debt
(including voted and non-voted debt) is limited to 2.5% of assessed valuation. As of December
31, 2017, the City had capacity for an additional $59 million in councilmanic debt. This number
will increase as assessed valuation goes up and existing debt is paid off, providing the City
additional capacity in the out years.

Bonds are normally issued for a 20-year term. However, debt payments can be spread over the
useful life of the underlying asset. In the case of structures such as the Justice Center and the
Fire Stations, the debt payback period could be increased to 30 years since the life of the
structures will be 30 or more years. A longer payback period translates into lower annual debt
service payments, albeit over a longer period of time.

Staff recommendation: Use LTGO bonds to cover the Public Safety Plan gap in a manner that
allows for some cushion in the event of an economic downturn; leverage the fact that some
existing debt drops off in 2020 and 2024 freeing up additional capacity to pay back the bonds.

Fire Impact Fees:

Fire impact fees are charged on residential and commercial development to pay for the impact
of growth on fire facilities. Fire impact fees, on average, have yielded $120K over the past 9
years, excluding the $500K fire impact fee deposit received in 2017 through the Tukwila South
Development Agreement. The City has not increased its fire impacts fees in more than a
decade, and there is additional capacity in these fees to support the new fire stations. The
update of the fire and park impact fees is scheduled to be presented to the Finance Committee
in March, 2018. Should the Council adopt the new impact fees, staff estimates that they would
generate between $200,000 and $400,000 per year that could be used to pay off LTGO bonds.
An additional $1.5 million in fire impact fees exist today that will be dedicated to the fire station
projects.

Staff recommendation: Dedicate current and future Fire Impact Fees to the Fire Stations.
Land Sales and other one-time funds:

The City owns a variety of land that could be sold with the proceeds being dedicated to the
Public Safety Plan. Staff estimates there is approximately $15 million in proceeds that could be
available to fill the gap. Potential land sales include:
e Newporter site
Tukwila Village Phases 1, 2 and 3
Longacres site
Old Fire Station 53 site
Current Fire Station 51
Current Fire Station 52
Current Fire Station 54
George Long Shops
Minkler Shops

Additionally, the City currently has $3 million in the 301 fund for parks acquisition from REET 1.
The Council recently gave the authority for REET 1 to be used for the Public Safety Plan and
this funding could be dedicated to the public safety plan in a one-time manner similar to the land
sales.

W:\2018 Info Memos\FinancingPSPlan2-21-18.doc
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Staff recommendation: Dedicate land sales identified above and the $3 million in the 301 fund
to the Public Safety Plan.

Ongoing REET 1:

The City also has the opportunity to dedicate REET 1 funding to the Public Safety Plan moving
forward. Given historical REET 1 accruals, staff believes that approximately $500,000 per year
could be dedicated to the Public Safety Plan gap.

Staff recommendation: Dedicate ongoing REET 1 to the Public Safety Plan; funds above
$500,000 per year would go to parks acquisition.

Qutcome of February 6, 2018 Finance Committee

After the February 6, 2018 Finance Committee, staff used the discussion to begin building the
iterative model discussed on page one of this memo. There are two different versions of the
model attached, one that shows 20-year councilmanic bonds and one that uses a 30-year span.
Both include the full cost of debt service and annual payment necessary to repay the bonds.
Also included in this phase of the model are identified land sales and one-time funds available
to dedicate to the Public Safety Plan, as well as ongoing REET 1.

The new revenue options on the attachment are meant to be potential tools for Council to
deliberate as it considers how to repay councilmanic bonds, should the Council choose to move
forward with those tools. However, it is not the recommendation of staff that the entire bonds be
paid back with new revenues, nor that each of these revenues should be used. As identified in
the schedule above, the Committee will also be reviewing operational changes that could occur
to find existing funds to dedicate to the Public Safety Plan projects. Additionally, the Committee
will review the project’s existing schedule to determine whether there should be some deviation.

New Revenue Options

Attached is a spreadsheet of new revenue options available to Council to make decisions
regarding the Public Safety Plan funding gap. Staff recognizes that some options may not be
palatable to the Council but has provided them in order to give a complete picture of the funding
tools available. Where possible, we have provided context for neighboring jurisdictions’ rates
and specific information on amount available, mechanisms and types. Staff will discuss each
option with the Committee in detail at the February 21, 2018 Finance Committee meeting.

Outstanding Questions from the February 6, 2018 Finance Committee

The Committee asked for the following information and/or clarification to assist in making
decisions on filling the Public Safety Plan gap:
eProvide the debt chart that Vicky Carlsen has previously shared in order to get a better
understanding of the long-term implications of existing and any future councilmanic
debt. See attached.
e Provide information of what the implications are of 20-year vs. 30-year councilmanic
bonds. See two attached versions of the model.
eReport by year on what has been paid to the City for Fire Impact fees since they were
implemented. See attached document.

W:\2018 Info Memos\FinancingPSPlan2-21-18.doc



INFORMATIONAL MEMO
Page 5

e Provide an estimate of what the Public Safety Plan would pay in impact fees. Because the
City is in the middle of updating its impact fees, we cannot calculate this information at
this time. Staff will do this once impact fees are updated, scheduled in the first quarter
of 2018.

e |ndicate whether an automatic escalator can be included in the impact fees update coming
before Council shortly. An escalator has been included in the impact fees legislation
coming before Council.

e Provide information on Parks’ REET 1 expenditures. In 2018, Parks intends to spend
REET 1 funds on the following:

o Second Dog Park

o TCC Lobby Improvements
o Trail Repairs

o Fort Dent Overlay

o TCC Seismic Evaluation

¢ \What is the recommendation for when the Committee brings the full recommendations to
Council? Staff recommends that the Finance Committee initiates the meeting with the
full Council in early May so that there are multiple opportunities to have this discussion
and deliberations.

RECOMMENDATION

Staff is seeking committee interest in the various tools presented today. At the next Committee
meeting there will be a full discussion of the various potential new revenue tools the Committee
may want to employ to fill the funding gap. Subsequent to that meeting, the Committee will also
discuss any potential general fund obligations that could be used for the gap. This direction will
allow staff to build a model based on the Council’s priorities and Administration
recommendations. Finally, a discussion on the project schedule and potential cost implications
of accelerating/delaying projects, can be placed into the model to understand the cash flow and
facility ramifications.

ATTACHMENT

Public Safety Plan Cash Flow

DRAFT lterative Model, 20-year version
DRAFT lterative Model, 30-year version
New Revenue Matrix

Adopted Debt Chart

Adopted Debt Chart Graph

Existing Debt Chart

Existing Debt Chart Graph

Fire Impact Fees Revenues

W:\2018 Info Memos\FinancingPSPlan2-21-18.doc
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PUBLIC SAFETY PLAN - FINANCIAL ANALYSIS TO CLOSE THE GAP

Line Item Descriptions and Comments

B C
1 Line Item Description
8 Revenues:
UTGO bond proceeds, Voted Bond measure passed in November 2016 for $77,385,000. Based on need, assumes the remainder of the voted
debt is issued in 2018.
9
LTGO bond proceeds, Councilmanic 2018 $20,000,000 issuance was approved by Council in 2017; 2020 issuance is within debt capacity if City's
assessed valuation grows by 4.5% from 2018 to 2020 and the bonds are issued at a premium (premium does not
count towards debt capacity). The assumed interest rate is 4%. No debt issuance costs have been included in the
analysis.
10
Fire Impact fees & deposit - Segale  The Tukwila South development agreement provides for $1,750,000 in a non refundable deposit and $3,000,000 in
advance payment of Tukwila South generated impact fees.
11
Fire Impact fees - other Represents fire impact fees earned on development other than in the Tukwila South area. The annual average fee
shown in the model assumes an increase in the fee per unit of development and an increase in development. The
annual average fee collected over the 9 year period since inception is $120,000.
12
F301, Lnd & Prk Acq contribution This fund contains over $3,000,000 of accumulated REET 1 revenue that can be transferred and devoted to the
PSP.
13
Property/land sales See the detailed list of properties and estimated proceeds.
14
REET 1 In 2017, the City Council resolved to dedicate REET 1 revenue to the Pubic Safety Plan. The annual average REET
collection is based on average actual collections over the past 10 years of $494,000.
15
17 Investment earnings Investment earnings for 2016 and 2017 are actuals; the remaining years are estimates.
Additional capacity from maturing, |Beginning in 2021, certain existing debt issuances will be paid off. The funds required to pay the annual debt
19 existing debt service on these debt issuances are now available for other uses.
23| Revenue Total Total revenue for each year and for the 35 year period diplayed in the model.
Project Expenditures Project expenditures for the facilities match with the February 6, 2018 information presented to Council.
25
Apparatus & equip Expenditures are from the most recently updated apparatus and equipment schedule.
30
Project Expenditures Total Total estimated project expenditures, including Fire apparatus and equipment, as of February 6, 2018.
35
Debt Service Debt service on the LTGO debt issued. Assumes a 20 year pay back period, a 4% per annum interest rate, interest
only payments during construction, and 50% of debt service paid by the utility funds as rent for the portion of the
facility used for these activities.
37
Debt service LTGO Pay back of amount borrowed plus interest. See the debt service worksheet for break down of principal and
interest.
38
Utility Fds pay rent = 50% of dbt svc |Assumes utilities will pay a facility lease in an amount equal to 50% of the debt service.
39
41 Expense Total Project expenditures plus General Fund portion of debt service
48 Annual Surplus (Shortfall) Revenue less expenditures for each year.
49 | |Beginning Carryover (Shortfall) Carryover from prior year.
50| |Ending Carryover (Shortfall) Beginning cash balance, or carryover from prior, year plus annual activity [revenue less expenditures].
52
53 Key to Highlighted Cells on Financing Plan Recap
54 Revenue
55 Project expense
56 Debt service expense
57 Total expense
58 Funding Gap, Cash Surplus or (Shortfall)

29
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PUBLIC SAFETY PLAN - FINANCIAL ANALYSIS TO CLOSE THE GAP

Line Item Descriptions and Comments

B C
1 Line Item Description
8 Revenues:
UTGO bond proceeds, Voted Bond measure passed in November 2016 for $77,385,000. Based on need, assumes the remainder of the voted
debt is issued in 2018.
9
LTGO bond proceeds, Councilmanic 2018 $20,000,000 issuance was approved by Council in 2017; 2020 issuance is within debt capacity if City's
assessed valuation grows by 4.5% from 2018 to 2020 and the bonds are issued at a premium (premium does not
count towards debt capacity). The assumed interest rate is 4%. No debt issuance costs have been included in the
analysis.
10
Fire Impact fees & deposit - Segale  The Tukwila South development agreement provides for $1,750,000 in a non refundable deposit and $3,000,000 in
advance payment of Tukwila South generated impact fees.
11
Fire Impact fees - other Represents fire impact fees earned on development other than in the Tukwila South area. The annual average fee
shown in the model assumes an increase in the fee per unit of development and an increase in development. The
annual average fee collected over the 9 year period since inception is $120,000.
12
F301, Lnd & Prk Acq contribution This fund contains over $3,000,000 of accumulated REET 1 revenue that can be transferred and devoted to the
PSP.
13
Property/land sales See the detailed list of properties and estimated proceeds.
14
REET 1 In 2017, the City Council resolved to dedicate REET 1 revenue to the Pubic Safety Plan. The annual average REET
collection is based on average actual collections over the past 10 years of $494,000.
15
17 Investment earnings Investment earnings for 2016 and 2017 are actuals; the remaining years are estimates.
Additional capacity from maturing, |Beginning in 2021, certain existing debt issuances will be paid off. The funds required to pay the annual debt
19 existing debt service on these debt issuances are now available for other uses.
23| Revenue Total Total revenue for each year and for the 35 year period diplayed in the model.
Project Expenditures Project expenditures for the facilities match with the February 6, 2018 information presented to Council.
25
Apparatus & equip Expenditures are from the most recently updated apparatus and equipment schedule.
30
Project Expenditures Total Total estimated project expenditures, including Fire apparatus and equipment, as of February 6, 2018.
35
Debt Service Debt service on the LTGO debt issued. Assumes a 30 year pay back period, a 4% per annum interest rate, interest
only payments during construction, and 50% of debt service paid by the utility funds as rent for the portion of the
facility used for these activities.
37
Debt service LTGO Pay back of amount borrowed plus interest. See the debt service worksheet for break down of principal and
interest.
38
Utility Fds pay rent = 50% of dbt svc |Assumes utilities will pay a facility lease in an amount equal to 50% of the debt service on the Public Works facility.
39
41 Expense Total Project expenditures plus General Fund portion of debt service
48 Annual Surplus (Shortfall) Revenue less expenditures for each year.
49 | |Beginning Carryover (Shortfall) Carryover from prior year.
50| |Ending Carryover (Shortfall) Beginning cash balance, or carryover from prior, year plus annual activity [revenue less expenditures].
52
53 Key to Highlighted Cells on Financing Plan Recap
54 Revenue
55 Project expense
56 Debt service expense
57 Total expense
58 Funding Gap, Cash Surplus or (Shortfall)
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2017 - 2018 Biennial Budget City of Tukwila, Washington

This chart represents the general obligation debt service of the City. It includes debt being repaid with
general fund revenue as well as debt that is being repaid from other sources. The City receives funds
from the Tukwila Metropolitan Park District to repay the MPD capital loan, funds to repay the urban
renewal LOC (line of credit) are proceeds from land sales. Since 2015, SCORE bonds have been paid
directly by SCORE jail.

City of Tukwila
General Obligation Bond Debt Service
$7,000
v
T
c
a
3 $6,000
£
=
$5,000
$4,000
$3,000
$2,000
$1,000
$0
M SCORE B SC Parkway Extension/HHD B Arterial Street, KC Bridge M City Hall Annex, Tukwila Village H Valley Com
B TCC, Fire Station #53 M MPD Capital Loan B Urban Renewal ¥ Urban Renewal LOC B |nterurban Ave S/BAR Bridge
% New - 42nd/53rd %= New - PW Shops-Land = New - PW Shops-Construction

PW Shops Debt: 1/2 paid by general fund, 1/2 paid by utility funds
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City of Tukwila, Washington

| Budget
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City of Tukwila

INFORMATIONAL MEMORANDUM

TO: Finance Committee

FROM: Derek Speck, Economic Development Administrator
CC: Mayor Ekberg

DATE: February 14, 2018

SUBJECT: Potential Sale of City Properties
ISSUE

City staff is seeking Council approval of a process to sell three parcels of land the City owns
which are located at 3747 South 146" Street (former Traveler's Choice motel), 12026 42"
Avenue South (former Allentown fire station), and the Longacres Parcel (north of Longacres
Way).

BACKGROUND

This item is coming to Council at this time for three reasons. First, as part of the City’s plan to
fund the new public safety facilities, the City may want to sell other City properties. Second,
some of the businesses who are located on the future Justice Center site have asked to
purchase City property in that neighborhood. Third, the owner of the parcel of land adjacent to
the City’s Longacres parcel is interested in selling and has asked the City to sell at this time
since buyers may prefer to develop both parcels at the same time.

DISCUSSION

The purpose of this agenda item is to seek Council approval of the process to sell the three
parcels of land described in this memo. Once the Council approves the process, staff would
solicit proposals and negotiate deal terms. [f staff and the buyers agree to deal terms, staff
would return to Council for approval to execute purchase and sale agreements.

3747 South 146" Street:

This parcel was formerly the Traveler's Choice motel (assessor parcel number 004000-0911).
The City purchased the site in 2014 to reduce crime and completed demolition of the motel in
2016. In 2017 the City began using the site as a laydown yard for the South 144™ Street project
which will be completed soon. The City does not currently have a long-term vision for the site.
At some point in the future, the City could use it as an incentive to encourage the privately
owned adjacent parcels to redevelop in coordination with the City’s values and vision for
Tukwila International Boulevard. Some of the business owners located on the future Justice
Center site have expressed interest in purchasing the property.

The site is currently zoned Neighborhood Community Commercial (NCC) and is over 26,000
square feet, cleared, level, and served by utilities at the street. Staff estimates the property
would sell for between $500,000 and $700,000.

Allan Ekberg, Mayor
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Staff recommends the selection criteria be based on price. The City could include additional
criteria such as how well the buyer’s intended use fits the City’s vision for Tukwila International
Boulevard, whether the property would be developed in conjunction with the adjacent parcel on
Tukwila International Boulevard, whether the buyer’s intended use would support small
businesses or dislocated businesses, or buyer/developer experience.

12026 42" Avenue South:

This parcel was formerly used as a fire station in Allentown (assessor parcel number 334740-
0300). The City acquired the site in 1989 from the King County Fire Protection District #1
through annexation and has used it for storage for most of the time since acquisition. The City
does not currently have a long-term vision for the site. Occasionally over the past few years,
the City has been approached by persons interested in converting the property to residential
use.

The site is currently zoned Low Density Residential (LDR) and is over 21,000 square feet, level,
and served by utilities. The buildings are in need of considerable maintenance. Staff estimates
the property would sell for between $200,000 and $300,000.

Staff recommends the selection criteria be based on price.
Longacres Parcel:

This parcel is a 100 feet wide strip of vacant land (assessor parcel number 242304-9034). The
City acquired a portion of the site in 1998 to construct a convention center. The City acquired
the reminder of the site through land exchanges to support the relocation of the Union Pacific
railroad tracks in order to facilitate quality development around the commuter rail station. The
City is currently using the site to store public works materials and does not currently have a
long-term vision for the site.

A key reason to sell the property at this time is the owners of the adjacent parcel (assessor
parcel number 242304-9137) have received strong interest from potential buyers and would like
to sell their parcel. Given the size, shapes, and locations of the two parcels, Staff believes it is
in the City’s interest if both parcels are developed together.

The site is currently zoned Low Density Residential (LDR) and is over 138,000 square feet (3.18
acres), vacant, level, and served by utilities at the street. Given its location adjacent to [-405, the
commuter rail station, and the Southcenter District, the site is in a desirable location. However,
the desirability is limited by the adjacent railroad tracks due to noise and vibration. Over the
past few years, Staff has been approached by potential buyers and believes that market
demand is strong at this time. Staff estimates the property would sell for between $2,000,000
and $3,000,000.

Staff recommends the primary selection criteria be based on price with additional consideration
for how well the buyer’s intended use fits the City’s vision for the Southcenter District and its
ability to generate additional tax revenue for the City relative to the cost of providing service. A
key condition of the sale would be the buyer’s ability to execute a purchase and sale agreement
with the adjacent property owner. Another key condition would be that any multi-family
residential development would require at least 50% of the units be sold or rented at market
rates.



INFORMATIONAL MEMO
Page 3

In terms of the selection process, staff would market the properties by publishing a Request for
Proposals in key regional publications, notifying local brokers, and other interested parties. Staff
would evaluate proposals and return to Council seeking authorization to execute purchase and
sale agreements.

The marketing and selection process could be completed within a few months and purchase
and sale agreements executed this summer. Depending on the buyer’s need for due diligence
and financing, escrow could close later this year.

FINANCIAL IMPACT

This item would have no financial or budget impact at this time. If the City sells the property, it
would receive revenue.

RECOMMENDATION

The Council is being asked to pass a motion approving the developer selection process as
outlined in this memo and consider this item at the February 26, 2018 Committee of the Whole
meeting and subsequent March 5, 2018 Regular Meeting.

ATTACHMENTS
Map of 3747 South 146" Street

Map of 12026 42" Avenue South
Map of the Longacres Parcel
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2/13/2018, 3:19:57 PM
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