La Center Junction Subarea Plan

CHAPTER 6

FINANCIAL ANALYSIS

The previous chapter identified various infrastructure
improvements necessary to prepare the subarea for urban levels of
development. This chapter addresses the associated funding and
financing issues.

TRANSPORTATION

Under the Washington State Growth Management Act (RCW

36.70A), the transportation financial analysis must include:

e An analysis of a jurisdiction’s funding capability, comparing
needs against anticipated revenues.

e A multi-year financing plan based on identified needs.

e If anticipated funding falls short of identified needs, a strategy is
required to show how additional funding will be raised or how
land use assumptions will be reassessed to ensure that the
level-of-service standards will be adjusted accordingly.

POTENTIAL REVENUES

In the previous chapter, we identified needed transportation
improvements and estimated their cost to be $25.7M to $32.1M.
Funding will mainly come from impact fees and other developer
contributions. For the purposes of this chapter, a cost estimate of $30M
was used.

TRAFFIC IMPACT FEES

A Traffic Impact Fee (TIF) is assessed on new development to pay
for transportation improvements needed to serve the new growth. The
City of La Center uses the proportionate share of new PM Peak Hour
Trips to existing PM Peak Hour Trips to determine the appropriate
traffic impact fee rate to be assessed on new development.

The Transportation Impact Analysis completed by Group Mackenzie
identified 347 existing PM Peak Hour Trips and a potential of 3,450 PM
Peak Hour Trips within the sub-area. Using those numbers, the
proportionate share for new development would be 91% of
transportation improvement costs. The actual share to be assessed
would be based on a funding strategy that assumes a combination of
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grants, traffic impact fees, city general funds, county road funds, and
private development contributions.

FRONTAGE IMPROVEMENTS

A significant portion of the arterial-collector system and nearly all
local streets will be funded and built by new development as growth
occurs. To mitigate their impacts, new developments are required to
improve or build streets along their frontage. These frontage
improvements must be proportional to the development's impacts.

A traffic impact fee credit is issued whenever these frontage
improvements mesh with capital projects listed in the impact fee
program. In effect, the impact fees collected to complete a project are
transferred to private developers when they construct the project
instead of the city.

DEVELOPMENT AGREEMENTS

Occasionally the city and a private developer may strike a contract
to complete off-site improvements necessary to make the development
viable. These development agreements are almost always a condition
of the development’s approval and detail the necessary improvements
and processes agreed to by the parties.

FEDERAL GRANTS

The following is a non-inclusive list of the more commonly used
federal grant programs.

Bridge Replacement & Rehabilitation - Rehabilitation or
replacement of local agency bridges.

Surface Transportation Program (STP) - Construction of
improvements on federally classified roads.

STP Hazard Elimination Program - Construction of improvements to
enhance safety by eliminating hazards:

STP Enhancement Program - Construction of non-motorized
transportation projects.

Congestion Mitigation and Air Quality - Construct projects that
improve air quality (general capacity increasing projects are not
eligible).

STATE GRANTS

The following is a non-inclusive list of the more commonly used
state grant programs.

WSDOT Nickel Gas Tax Il Package New- special tax for specified
project list.

WSDOT School Safety Enhancements - Construct projects for traffic
and pedestrian safety improvements near schools.

6-2



La Center Junction Subarea Plan

Transportation Improvement Board (TIB) Small City BRAC Program -
Match program to assist small cities with the required match for
federally funded bridge projects.

TIB Small City Pedestrian Safety and Mobility Program - Funds to
enhance and promote pedestrian mobility and safety.

TIB Small City Program Funds - Funds to preserve and improve the
roadway system.

Rural Arterial Program - County road and bridge reconstruction.
County Arterial Preservation Program - Preserve existing paved county
arterial road networks.

LOANS

While the above revenues are anticipated to cover program costs
over time, additional funds are often needed to capitalize projects.
Loans often become the primary-financing mechanism is these cases.

Public Works Trust Fund Construction Loan Program — This is a
revolving low interest loan fund to help local government finance
critical public works needs. This program was recently used to fund La
Center’s wastewater treatment plant upgrade.

FUNDING STRATEGY

The city would rely on a combination of Traffic Impact Fees, grants,
general funds, private developer reimbursements, and developer
frontage improvements to complete the necessary transportation
improvements. Frontage improvements by developers would pay for
most of the new collectors that run on either side of 1-5.

The interchange improvements and the improvements to La Center
Road from I-5 to the first intersection on either side of I-5 would be a
large single project that would be managed by WSDOT. The estimated
cost of this interchange is around $12 Million. Large transportation
projects like this are typically funded from numerous funding sources. In
this case funding from state, county, and city funds could contribute to
completion of the project. The table below has a breakdown of a
potential funding scenario in terms of percentages and costs.

TABLE 12. I-5 Interchange Funding

Funding Sources % Amount
Traffic impact fees 35 $4,200,000
Federal Grant (WSDOT) 20 2,400,000
City General fund 5 600,000
TIB State grant match 5 600,000
County Road Fund 5 600,000
Developer contributions 30 3,500,000

Total 100  $12,000,000
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The roughly $18 Million cost of the remaining collectors and roads
needed would be paid for by a combination of TIFs, developer frontage
improvements, and general funds. The table below provides a
breakdown of the potential funding scenario for these projects.

TABLE 13. Subarea Collector Funding

Funding Sources % Amount
Traffic impact fees 30 $5,400,000
City General fund 5 900,000
Developer contributions 65 11,700,000

Total 100 $18,000,000

The combination of these funding scenarios would require a city
commitment of $1.5 Million from the general fund. $9.6M would come
from Traffic Impact Fees from the subarea. Dividing the $9.6 Million
from the 3,450 PM Peak Hour Trip, the TIF would be $2,783 per PM
Peak Hour Trip. This is roughly the TIF that is currently assessed inside
La Center City Limits. This funding scenario also requires $2,400,000 in
grant funds to pay for the project. If this type of grant funding was not
available, additional funds from developers would be needed to
complete the interchange improvements.

SEWER

POTENTIAL REVENUES

Revenues for the sanitary sewer utility are primarily derived from
two sources: a system development charge solely for treatment
capacity on an equivalent residential unit (ERU) basis' and, monthly
billing rates. System development charges (SDCs) offset capital costs,
while monthly billings address maintenance and operations.

SYSTEM DEVELOPMENT CHARGE (SDC)

With the current SDC rate of $7,800 and an anticipated growth of
4,595 ERUs over the next 20 years the city is expected to generate
$35.7M for capital improvements over the next twenty years. This
revenue will be used to pay for wastewater treatment plant
improvements and pay off existing debt for previous treatment system
improvements. Adjustments to this rate may be necessary to address
variances from anticipated growth rates, altered capital costs, debt
service, etc.

! Conveyance infrastructure is to be borne solely by the benefitting
property.
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LOANS

Public Works Trust Fund Loan Program -The city has historically
relied on low-interest (0.5%) Public Works Trust Fund loans for funding
of wastewater capital improvements. The State of Washington has
eliminated future loans from the Public Works Trust Fund at this time,
however, due to budget concerns. The table below lists the existing
PWTF loans the City of La Center still needs to pay off.

TABLE 14. Public Works Trust Fund Loans

Loans Amount Remaining Repayment
PC08-951-021 $10,000,000  $10,000,000 2028
PW-06-962-pre-119 $1,000,000 $541,667 2011
PW-02-691-015 $1,904,926 $1,306,991 2022
PW-01-691-pre-111 $299,200 $191,593 2021
PW-00-691-015 $1,064,619 $653,597 2020
PW-99-691-pre-015 $128,700 $67,739 2019
PW-5-94-784-008 $499,100 $132,887 2014

USDA Rural Development Program — USDA Rural Development
provide grants and loans for wastewater system improvements to
communities with a population under 10,000. The median household
income of the community and the current sewer service rate helps
determine whether the community is eligible for grants and the interest
rate of the loans. Due to the relatively high incomes of residents in La
Center, the wastewater system would probably not be eligible for grants
and the interest rate would be at the market level which is currently
4.25%. At this rate, it may be better to use reserves to pay for
improvements because the loan would cost more than what the city
could make in interest with its reserves.

FUNDING STRATEGY

The wastewater treatment plant improvements needed to serve the
junction area are part of the existing approved Capital Facilities Plan.
Generally those improvements will be paid for by loans that are paid
back through SDC's and monthly rates. If a Public Works Trust Fund loan
is not available for the next needed improvement, the city may need to
use reserves or apply to the USDA Rural Development program for a
loan.

The collection system improvements described in this sub-area plan
need to be funded differently. Expansions of collection systems do not
qualify for Public Works Trust Fund or Rural Development loans. La
Center would also not qualify for economic development loans that are
designated for economically distressed communities. Current city policy
is to require developers to pay for all collection system improvements
required to connect to the existing sewer system. The 20-year cost to
install a collection system in La Center Road is an estimated $7.6 Million
which could be cost prohibitive for possible developers within the
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subarea. Other funding options that remain include using general fund
reserves and being repaid as customers connect to the system, creating
a local improvement district, or working with the Port of Ridgefield.

The advantage of using a local improvement district or the Port of
Ridgefield is the ability to issue bonds to pay for the improvements.
Municipal bonds are very expensive compared to government loans,
however, and it is very hard to find buyers in today's financial markets.
Resorting to bonds to pay for improvements should only be used when
all other options have been eliminated.

The city has existing reserves that could pay for the improvements
upfront. The city could then recover the costs through a collections
system SDC that would apply only to development in the area served by
the improvements. Based on the projected average daily demand of
689,070 gallons per day from the Junction Sewer Pre-Design Report, the
urban growth area south of La Center Bridge that includes the junction
sub-area has a potential of adding 2,297 ERUs to the wastewater
system. The 20-year cost of the backbone improvements along Center
Road is $7.6 Million. Dividing that amount by the 2,297 ERUs would
create a collection system SDC of $3,309 per ERU. Adding that to the
current treatment system ERU of $7,800 would create a total
wastewater SDC of $11,109 per ERU for development within the
subarea. The city could assess a collection system surcharge on the
monthly sewer fees instead of the SDC. Spreading out the SDC of $3,309
over 20 years would equate to a $13.78 collection system surcharge per
ERU not counting any possible interest collected for spreading out the
SDC over 20 years.

If a private developer does not come forward to pay for the
collection system improvements, the recommendation is for the city to
use its reserves to pay for the improvements and then assess a
collection system SDC on all new users to that system. This would be the
cheapest alternative in terms of interest paid by the city for the
improvements. Loans or bonds could be used if reserves are too low to
pay for the improvements.

PARKS TRAILS & OPEN SPACE

In general, the City will rely heavily on Park Impact Fees (PIF) and
grants to fund needed park improvements (approximately 70 to 90%).
Other funding will need to be provided from Real Estate Excise Tax
revenues, the city's General Fund, bonds, levies, user fees, gifts, or
donations.

POTENTIAL REVENUES

Park impact fees and grants fund the bulk of most parks programs
within Southwest Washington. Grants are particularly important to
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overall parks funding, and particularly difficult for small cities to
compete for.

PARK IMPACT FEES (PIFs)

Park Impact Fees are charged to new residential building permits as
a way to pay for increased demand for parks, trails and open space. The
funds are dedicated to park projects identified in the city's adopted
capital facilities plan. The types of public park facilities that can benefit
from impact fees include: planning, acquisition, site improvements,
necessary off-site improvements, construction, engineering,
architectural permitting, financing, administration, and capital
equipment pertaining to parks.

Park impact fees cannot be used as the only source for park
acquisition; neither can they be used for operating or maintenance
expenses associated with parks. Current policy allows for PIF credits
when a developer makes a contribution in the form of easements,
dedications or payments in lieu of fees, toward parks, recreation, and
trail system improvement projects identified in the La Center Capital
Facilities Plan. La Center's current PIF rate is $4,000 per dwelling unit.

La Centers 2006 population was 2,315 and the 2024 population is
estimated to be 9,827. About 2,800 new dwelling units are anticipated
overall. At the adopted impact fee rate of $4,000 dollars per unit, this
would generate $11M over the course of the current comprehensive
plan.

STATE GRANT PROGRAMS

Most state grants for parks, trails, and open space are administered
by the Washington State Recreation and Conservation Office (RCO).

Aquatic Lands Enhancement Account (ALEA) —provides grants for
the purchase, improvement, or protection of aquatic lands for public
purposes, and for providing and improving access to such lands. It is
guided by concepts originally developed by the Washington State
Department of Natural Resources, including re-establishment of
naturally self-sustaining ecological functions related to aquatic lands,
providing or restoring public access to the water, and increasing public
awareness of aquatic lands as a finite natural resource and irreplaceable
public heritage.

Boating Facilities Program (BFP) — These funds assist in acquiring,
developing, and renovating boating facilities, including launching ramps,
transient moorage, and support facilities on fresh and salt waters.

Firearms and Archery Range Recreation Program (FARR) — Acquire,
develop, and renovate public and private nonprofit firearm range and
archery training and practice facilities.

Non-highway and Off-Road Vehicle Activities Program (NOVA) —
helps develop and manage recreation opportunities for such activities
as cross-country skiing, hiking, horseback riding, mountain bicycling,
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hunting, fishing, sightseeing, motorcycling, and riding all-terrain and
four-wheel drive vehicles.

Salmon Recovery Funding Board (SRFB) - administers two grant
programs for protection and restoration of salmon habitat. The board
also supports feasibility assessments for future projects and other
activities.

Washington Wildlife and Recreation Program (WWRP) — provides
funding for parks, water access sites, trails, wildlife habitat, and
farmland preservation.

Youth Athletic Facilities (YAF) — for acquiring, developing, equipping,
maintaining, and improving youth and community athletic facilities. The
program was approved by Washington voters as part of Referendum 48,
which provides funding for the Seattle Seahawks stadium.

FEDERAL GRANT PROGRAMS

Boating Infrastructure Grant Program — provides funding for
recreational transient boating facilities, targeting the needs of
recreational boats 26 feet and larger.

Recreational Trails Programs — Provides funds to rehabilitate and
maintain recreational trails and facilities that provide a backcountry
experience.

Land and Water Conservation Fund — provides funding to assist in
preserving, developing, and assuring accessibility to outdoor recreation
resources including but not limited to parks, trails, wildlife lands, and
other lands and facilities desirable for individual active participation.

THE CITY’S GENERAL FUND

The City should target at least $50,000 dollars per year to fund park
improvements. While the General Fund is the primary source of City
revenue and is reserved for many other services that often take priority
over parks funding, nonetheless the City will need some limited funds
on hand for parks. Furthermore, many grants require the City to match
available funds that are offered and the City must identify their funding
source.

The City should pursue grant funding, which will require either staff
or consultant time. The RCO funding cycle begins in 2009 and 2011 and
the applications for each are due in 2008 and 2010. To accomplish this,
the City will need to assign a staff person to pursue these grant
opportunities. Other grant sources are listed in Appendix C (Funding
Sources). The six-year funding strategy assumes the City could acquire
$100,000 per year or $600,000 over this six-year period.

REAL ESTATE EXCISE TAX (REET)

Washington law authorizes cities to impose excise taxes on the sale
of real property, referred to as Real Estate Excise Tax. In 2005, La Center
generated $96,160 and $255,779 in 2006.
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Although land sales have not occurred as often as in 2005 to 2006, it
is anticipated that, once the economy has recovered, property in La
Center will continue to be bought and sold at a steady rate in the next
six years. The city’s informal policy is to periodically dedicate REET
revenues to parks.

BONDS & LEVIES

Municipal bonds may be general obligations of the issuer or secured
by specified revenues such as impact fees or real estate excise taxes.
Interest income (generally paid to bond holders semi-annually) is often
exempt from the federal and state income tax.

A property tax levy (RCW 36.68) specific to parks must be approved
by 60% of the affected voters. Such levies run for six years and may not
exceed sixty cents per $1,000 of assessed property value. With a total
assessed value of about $20M (2008), a subarea-wide parks levy could
only generate $12,000 per year or less. This revenue would, of course,
increase as development occurs and property values rise.

USER FEES

Many local jurisdictions assess user fees at public parks, swimming
pools and along local streets (parking meters). Permits and licenses can
also be included in this category. While user fees are a small share of
federal and state revenue, they make up 20 percent of revenues raised
in local jurisdictions. Even so, the revenues generated are usually
insufficient to offset ongoing operations and maintenance.

GIFTS AND DONATIONS

The City anticipates a very modest level of gifts and land donations.
For funding, it is assumed the City would receive an average of $50,000
per year in the form of either land donations or gifts.

LOANS

Because impact fees and other funding tend to trickle in over time,
there may be an occasional need for loans to generate enough project
capital. Such loans should be considered financing tools rather than
funding. The low-interest Public Works Trust Fund loan program is a
common example.

FUNDING STRATEGY

The adopted capital facilities plan for parks, trails & open space
totals some $49.5M through 2024 for a calculated park impact fee of
over $13,000 per dwelling unit. But at the current adopted rate of
$4,000 per dwelling unit, the program would only generate $11M.
Aggressive grant solicitation could result in an additional S10M to 15M,
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but leaves nearly $20M to be funded by the city’s General Fund, Real
Estate Excise Tax revenue, gifts and donations(!).

A more practical funding limit for the program is about $28M where
at least 80% of the funding comes from impact fees and grants. This
would result in a more acceptable $4M load on other revenues, and
assumes the current rate remains in place.

With the bulk of the subarea in non-residential zoning, the focus will
primarily be on trails. Roughly 5.5 miles of trails are planned at a cost of
about $2.3M, with the bulk being on-street facilities. Because on-street
trails are relatively inexpensive when constructed with street
improvements, these facilities can be accommodated even within a
significantly reduced parks program.

In addition, current city code requires multi-family housing to
provide one-quarter acre of ‘family’ park for every 35 dwelling units.
Given the net buildable acreage in the subarea and present
parcelization, this would result in roughly 2 to 6 acres of ‘family’ park. At
a minimum, each park will include play structure(s), benches, bike
racks, paved paths, and an ‘undeveloped’ play area.

TABLE 15. Trails Funding

Funding Source % Amount
Park Impact Fees 40 $925,000
State grants 40 925,000
General fund 10 230,000
Real Estate Excise Tax 5 110,000
Private Contributions 5 110,000

Total 100 2,300,000

“RETURN ON INVESTMENT”

Although public entities do not typically operate under a return on
investment paradigm, it is useful to determine long-term city revenues
from property and sales tax to identify the upper end of reasonable
investment within the subarea. The city will receive property and sales
tax revenues as the subarea is developed. These tax revenues should
offset any city funding of infrastructure within the area.

At full build-out, the subarea could develop up to $3.5M per year in
property and sales tax receipts from non-residential development.
Assuming 5% of the available land is developed each year, this would
total about $36M over the next 20 years.

Although industrial development tends to spread out over the
years, commercial development typically starts with an anchor store
and quickly builds out thereafter.

To develop tax revenue projections, subarea acreages were
classified as Commercial (Retail), Commercial (Office), Mixed Use, Light
Industrial (Material Supply), Light Industrial (Logistics and Distribution),
and residential according to the preferred alternative (Alternative Y).
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Average assessed values, based on recent comparable assessments,
were assigned and multiplied by the current city property tax millage
rate (1.17262 per thousand). This results in projected annual property
tax revenues (at full build-out) of $233,000 per year. The difference
between net acres listed in Table 2 and net acres listed below reflects
vacancy rates and properties not likely to redevelop over the next 20
years.

TABLE 16. Annual Projected Property Tax at Full Build-Out

Annual
Net Assessed Millage Property
Business Acres Value Rate Tax

Commercial (Retail) 28.15 $1,500,000 1.17262 $49,520
Commercial (Office) 13.87 2,000,000 1.17262 32,521
MX (Mixed Use) 11.05 1,000,000 1.17262 12,597
LI/EC (Material Supply) 196.84 400,000 1.17262 92,327
LI/EC (Log. & Dist.) 96.95 400,000 1.17262 45,475
346.86 $232,799

To develop sales & use tax projections, acreages were converted to
enclosed square footage through assumed floor area ratios (FARs).
Although sales per square foot vary widely (550-$825), taxable sales per
square foot were estimated at $100 to $200 based on the type of land
use. Multiplying the estimated sales per square foot by the estimated
square footage provides projected sales tax revenues, for the entire
subarea at build-out, of about $3.2M annually.

TABLE 17. Annual Projected Sales Tax at Full Build-Out

At full build-out of the subarea, the City could expect tax revenues
(which are currently dedicated to the city's General Fund) of about
$3.2M per year. Assuming properties are developed at a rate of 5% per
year, roughly $36M in various taxes could be generated over the next
20 years. However, it is anticipated that only $1.7M will be needed from
the city’s General Fund.

SUMMARY

Total capital expenditures are expected to be $35.6M to $42.0M in
2009 dollars. The following table details expected revenues and
expenses.
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TABLE 18. Revenue & Expenditure Summary

Roads Sewer Parks

REVENUES
Traffic Impact Fees $9,600,000 - -
WW System Dev. Charge’ - $7,600,000 -
Park Impact Fees - - $925,000
Federal Grants 2,400,000 - -
State Grants 600,000 - 925,000
Clark County Road Fund 600,000 - -
Real Estate Excise Tax - - 110,000
City’s General Fund 1,500,000 - 230,000
Private Contributions 15,300,000 - 110,000

$30,000,000 $7,600,000 $2,300,000
EXPENDITURES
I-5 interchange $12,000,000 - -
Subarea collectors 18,000,000 - -
La Center Rd Sewer Main - $7,600,000 -
Trails - - $2,300,000

$30,000,000 $7,600,000 $2,300,000

? Collection system SDC of $3,309 times 2,297 ERUs.
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