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W FCS GROUP | Mlemorandum

Solutions-Oriented Consulting

Dae  July 27, 2009

To:  Douglas Connelly
From: Peter Moy, Principal
RE:  East Maple Ridge Fiscal Impact Analysis

To assess the fiscal impacts of the East Maple Ridge development on the City of Blaine, a fiscal impact
analysis was conducted to estimate the revenues and costs associated with the East Maple Ridge
development and its future residents. The analysis covers a twenty year the time period from 2010
through 2029 and is limited to the City’s General fund and Street Fund Impact fees and real estate excise
~ taxes (REET) have also been calculated, '

Because FCS GROUP had recently pérformed a similar fiscal impact analysis for the City ini 2007 for the
Grandis Pond development, the information provided by the City for that analysis was used as a starting
point. Working with City staff, East Maple Ridge's consultants, and other key. information sources (e.g.

the Whatcom County Assessor’s Office), FCS GROUP' updated the information and previous
assumptions to conduct the fiscal impact analysis for the East Maple Ridge development.

As part of the analysis, we developed three scenarios to accommodate different sales tax assumptions.
Overall, the fiscal impact of the East Maple Ridge development on the City of Blaine is, however,
anticipated to be generally positive through 2019, and less but still generally positive for 2020 and beyond.
A patrol officer is initially added in 2010 to increase the City's capacity to provide services to the
development, causing material deficits in 2010 and 2011, but the forecast turns positive from 2012
through 2019 as the costs for the additional police services are offset by increased sales taxes from
 residential construction and a growing new residential tax base. In 2020, population growth will again
require an additional patrol officer, and because of the added patrol officer's costs, the fiscal impact will
- result in smaller net contributions as sale tax revenue from residential construction ends in 2021 when the
development is completed. Material deficits also occur in 2020 and 2025, due to additional capital
expenditures for police vehicles.

Methodologies and Key Assumptions
Based on input from the City staff, East Maple Ridge's planning consultant, and other key information
sources, the financial data, staffing estimates, and the development characteristics and schedule were

updated for 2009. As the East Maple Ridge development builds homes and adds to the City’s population,
the development will also add revenues as well as costs for the City. As part of the analysis and forecasts,
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East Maple Ridge Fiscal Impact Analysis

the previous years’ new construction values. One of the City’s major financial policies is that property
taxes are allocated between the General Fund and the Street Fund. Based on information provided by
the City, the General Fund receives 14% of the revenue, and the Street Fund receives 86% of the

revenue,

Sales Taxes — The sales tax revenues consist of three components: East Maplc Ridge construction,
new resident spending, and new commercial activity. Sales tax revenues from construction were
calculated using the 2009-2021 residential construction schedule and a City sales tax revenue estimate
of $2,429 for each unit constructed. This sales tax revenue estimate is based on the East Maple Ridge
planning consultant's estimate of $23,000 to $25,000 per unit for the total State and local sales taxes.
Because of the uncertainty surroundmg the type and value of commercial construction, a sales tax
revenue estimate for the construction of the commercial space in 2022 has not been included in this
analysis.

As noted previously in the key assumptions, the annual sales tax revenue generated by resident
spending was based on an estimate of $89 in City sales tax revenue per household. This estimate is
based on a $44,772 estimate of median income from the Blaine Chamber of Commerce’s website,
" and the IRS sales tax deduction calculator. Sales tax was estimated on the IRS website using an
income level of $40,000 to $50,000 with 2 deductlons The deductlons reﬂect the estlmated average
household size of 2.4 persons. '

Sales tax revenues generated from the 10,000 square feet of commercial space that is planned for
construction in 2022 are based on data from the 2002 Economic Census for Whatcom County and
Washington State. Taxable retail sales for four types of businesses, such as a nail salon, hair salon,
take-out food establishment, and a coffee shop, were estimated by calculating the average annual
revenues per business for each type of business. Whatcom County data were used for the take-out
food establishment and the coffee shop, while Washlngton State data were used for the nail and hair
salons. Washington State data were used for nail and hair salons because the Whatcom County data
did not include enough businesses to develop a reasonable estimate. For 2009, it is estimated that the
average annual taxable revenues from all these businesses would be $1.6 million. The annual sales tax
revenues were determined by applying the City sales tax rate to the estimated sales.

To provide a range for the sales tax revenues three scenarios were used to estimate how much

sales tax revenue might be generated through residential spending.

¢ Scenario 1 provides the most sales tax revenue to the City by assuming that all of the
future residents are new to the City and new to shopping in the City. None of the sales
taxes from the commercial area was included to avoid double counting of the taxable
sales.

¢ Scenario 2 provides less sales tax revenue by assuming that only half of the future

residents are new to the City and new to shopping in the City, while the other half is
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Exhibit 2
Other General Fund Revenue Per Capita Estimates

Per Capita Estimate

Liquor Excise Tax $ 6.92
Liquor Board Profits ‘ $ 2034
Traffic Infraction Penalties $ 2371
Parking Infraction Penalties $ 0.96
Criminal Traffic Penalties $ 1.27
Criminal non-Traffic Penalties $ 2.22

State Gas Taxes — The State gas tax revenues for the Street Fund were calculated based on per capita
estimates of State gas tax revenues for 2009 as forecasted by the Municipal Research and Service
Center for Washington (MRSC). The 2009 MRSC forecast is $23.41 pér capita.

" The City expects that the major cost impacts from the East Maple Ridge de‘}elbpment will be in police
and street maintenance services, and as in the Grandis Pond development study, this fiscal impact analysis
only addresses these two City services. The developmenf plan also indicates that there will be 23.6 acres of -
active and passive open space areas and an unspecified-length of trails. Currently, the East Maple Ridge
Guidebook assumes that the East Maple Ridge homeowners association will fund and perform
maintenance on the active and passive open space areas and trails, except for the portions of trail within
-~ the City right-of-way along Motts Hill Parkway. The City will maintain this length of trail as part of the
planned regional trail system, and its maintenance costs are assumed to be included as part of the street
maintenance costs described below. This analysis also assumes that the costs for building plan reviews and
construction inspections will be fully recovered through the City’s building fees. The following describes

how the police and street maintenance costs were determined.

Police Department — The Police Department costs are primarily based on the number of reported
calls for service per 1,000 residents, the current workload per officer, and the 2009 estimated costs for
an officer, office specialist, detective, patrol vehicle, and the non-labor costs per call for service (e.g.
dispatch; vehicle maintenance and fuel, etc.). The costs for East Maple Ridge are based on the current
workloads and level of service provided by the Police Department. The analysis assumes that a police
officer will be hired the year before the officer is needed to begin meeting the call workload.
According to the Police Chief in the 2007 study, the City needs time to train the officer, and the
construction also generates calls. Besides the salary and benefits for a new officer ($64,500), there are
also one-time costs of about $41,800 as well as the cost of a new patrol vehicle. It is assumed that the
City will use cash to pay for these one-time costs. Patrol vehicles are replaced every five years. In
addition to patrol officers, additional workload also increases the need for detective and office specialist

sta}ﬂ:.

Street Operations — The City’s street maintenance activities are being funded by gas taxes and the
86% of property tax allocated to the Street Fund. The street maintenance costs for Fast Maple Ridge
are based on an estimate of the City’s 2009 maintenance costs per street mile, $16,200. East Maple
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¢ In 2020, the growth in population results in the hiring and equipping of a second patrol officer
and patrol vehicle. The first patrol officer’s vehicle also needs to be replaced again in this year.
These combined expenditures result in a net negative contribution ranging from $99,000 for
Scenario 1 to $137,000 for Scenario 3.
¢ Beginning in 2021, estimated net contributions remain generally positive but smaller, as the City
is now paying for two patrol officers and sales tax from residential construction ends in 2022.
Negative net contributions occur in 2025 and 2030, when both patrol vehicles are scheduled for
replacement, with the gap in 2025 ranging from $111,000 in Scenario 1 to $139,000 in Scenario
3. In the other years, the generally positive net contributions range from $42,000 to $80,000 in
Scenatio 1, $19,000 to $58,000 in Scenario 2, and -$4,000 to $37,000 in Scenatio 3.
¢ The major revenue sources through 2021 for all scenarios are sales tax revenues from construction
and increasingly revenues from public and private utility taxes as more and more new tesidents
move into the development. By 2022, revenues from public and private utility taxes become the
~ major revenue source as sales tax revenues from construction end because of build-out.
"4 86% of the property taxes-are allocated to the Street Fund for street improvements and repairs.
These revenues offset the increased costs of street maintenance from the development.

The following Exhibits 4—6 show the revenues and expenditures for the three different General Fund sales

. tax scenatios.
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East Maple Ridge Fiscal Impact Analysis

Fiscal Impacts to the Street Fund

Besides using State gas tax revenues for street maintenance costs, the Street Fund also receives 86% of the
City’s general property tax revenues to support strect improvements and repaits. No additional City
capital project expenditures have been identified for East Maple Ridge. If the policy of allocating 86% of
the City’s general property tax revenues continues through 2029, the total estimated amount of property
taxes allocated to the Street Fund is about $1,027,000. It is assumed that these property tax revenues will
be used with gas tax revenues to offset any increased street maintenance expenditures caused by East

Maple Ridge.

The analysis shows that after the first few years of minor deficits in 2011 and 2012, net contributions
' remain positive but begin to diminish by the end of the forecast period because inflationary growth in
~ street maintenance expenditures outpaces growth in property tax revenues. The largest net deficit is
$1,000 in 2012, and the largest net contribution is $22,000 in 2021. Exhibit 7 shows the trends, and
Exhlblt 8 provides the detalled revenue and expenditure amounts.

Exhlblt 7.
Comparnson of Street Fund Revenues and Expenditures
2010-2029
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Impact Fees and REET Tax Impacts

The City curtently has impact fees for parks, transportation, and its watet, sewer, and stormwater utilities.
The revenues from impact fees are based only on residential development and do not include potential
fees from the commercial space planned for construction in 2022. These funds can be used for capital
projects related to growth when the fees were established. Exhibit 9 shows the residential impact fee and
the estimated total fees that might be collected based on the anticipated development schedule. The
revenues assume that the impact fees will not be adjusted annually for inflation.

Exhibit 9

Impact Fees Generated by the East Maple Ridge Development

Impact Fee Category 2009 Residential Fee Total Impact Fee Revenue
Parks - $ 1,000.00 » $ 353,000
Transportation* $ 770.10 $ 258,437
- Water ) 3,337.00 - - % 1,177,961
Sewer $ 6,299.00 $ 2,223,547
Stormwater $. 224.11 $ 79,111

Total $ 4,092,055
*Note: Different transportation impact fees were used for single family and mtilti—family to estimate total impact fee
revenue:; Theimpact fee for single family is $770.10, for- multi-family it is estimated to be $407.70

Besides the impact fees, the City will also receive real estate excise taxes (REET) when the residential units
are sold. These taxes can be used for a variety of types of capital projects. The estimated revenues are
based only on the initial sale of the new homes and do not include any additional revenue based on
turnover of the homes. The estimated REET revenues total about $0.5 million based on the anticipated
development schedule.
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