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1. Analysis of incorporation alternative

The vast majority of residents who responded to our public survey indicated that incorporation was the least attractive of the available alternatives.  If continuation of the status quo remains an option, then most residents prefer this alternative.  If remaining with the status quo is not an option, then most respondents indicated a preference for annexing to another city.

In fact, based on our analysis of North Highline’s fiscal position, we find that incorporation is not financially feasible.  In order to provide readers with the most complete information possible, on the following pages we provide a thorough discussion of this assessment.  Some readers may want to skip to the punch line and scan the following section only briefly, then jump ahead to our analysis of annexation alternatives beginning on page 51.  Others, however, wishing to ensure that they have a complete understanding of the underlying reasons for our finding, might want to take the time to read this entire section carefully.

Does Incorporation of North Highline Appear Financially Feasible?

No.  Assuming existing tax rates, the revenues available to an incorporated City of North Highline would not be sufficient to pay for services currently provided by King County.  If North Highline were a fully functioning city in the year 2000, core operating expenses for that year would exceed general fund revenues by roughly $2 million.  Taking into account projected costs of capital investments, this shortfall grows to almost $3.8 million.

What are the Key Factors Affecting Feasibility?

Urban municipalities typically rely on four major sources of funds: property taxes, sales taxes, fee and tax revenues generated by development, and state-shared revenues.  In the case of North Highline, both property tax and sales tax revenues would be low compared to other municipalities.  In addition, since North Highline exhibits relatively little growth, revenues generated through development stand to be relatively small.

On the expense side of the balance sheet, because the North Highline is an urban area, some costs of providing governmental services are higher than those we would expect from many suburban municipalities.

Property values are low.

North Highline’s 1998 taxable assessed value is estimated to be less than $42,000 per capita.  This value is lower than all but a handful of municipalities in King County.

The reason assessed values are so important is that property taxes are typically both the largest and the most reliable source of revenue available to most cities.  Further, since state law places a wide range of restrictions on city levy rates, the revenues a city can raise through property taxes are heavily influenced by the assessed value of the taxable property within its boundaries.

Table 8 on the following page lists assessed values per capita for established cities in King County as reported by the Municipal Research & Services Center (MRSC) with North Highline added to the list in bold print.

Table 8: 1998 Assessed Value per capita for King County Cities
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City

Population

Assessed Value per capita

1

Hunts Point

523

$567,217

2

Medina

3,076

$299,422

3

Yarrow Point

1,019

$242,189

4

Clyde Hill

3,005

$166,051

5

Tukwila

14,990

$162,249

6

Mercer Island

21,690

$151,942

7

Beaux Arts

288

$137,274

8

Redmond

43,310

$115,630

9

Bellevue

105,700

$114,627

10

Issaquah

9,900

$114,206

11

SeaTac

23,540

$100,670

12

Woodinville

10,130

$98,838

13

Algona

2,100

$96,145

14

Kirkland

44,220

$93,682

15

North Bend

3,675

$91,237

16

Seattle

539,700

$84,749

17

Bothell

27,300

$83,380

18

Renton

46,270

$82,241

19

Normandy Park

7,135

$81,915

20

Auburn

37,440

$80,241

21

Snoqualmie

1,635

$76,006

22

Lake Forest Park

12,800

$73,957

23

Kent

71,610

$70,844

24

Newcastle

8,605

$68,393

25

Maple Valley

11,964

$61,450

26

Shoreline

50,390

$60,696

27

Burien

28,110

$60,484

28

Duvall

4,120

$58,572

29

Federal Way

76,820

$54,379

30

Carnation

1,725

$51,179

31

Covington

12,900

$49,608

32

Enumclaw

10,550

$49,573

33

Milton

5,575

$49,114

34

Des Moines

27,200

$48,219

35

Skykomish

270

$44,501

36

NORTH HIGHLINE

30,500

$41,819

37

Pacific 

5,650

$39,330

38

Black Diamond

3,720

$28,603


Source: Municipal Research & Services Center and King County Assessor’s Office

Table 9: 1998 Sales Tax Revenues per capita for King County Cities
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City

Population

Sales Tax per capita

1

Tukwila

14,990

$962.61

2

Issaquah

9,900

$600.93

3

Snoqualmie

1,635

$380.13

4

Woodinville

10,130

$362.31

5

North Bend

3,675

$342.52

6

Bellevue

105,700

$331.53

7

Redmond

43,310

$325.78

8

Medina

3,076

$316.64

9

Renton

46,270

$301.03

10

Kent

71,610

$275.68

11

Auburn

37,440

$271.14

12

SeaTac

23,540

$269.21

13

Kirkland

44,220

$249.20

14

Bothell

27,300

$214.23

15

Seattle

539,700

$191.70

16

Hunts Point

523

$138.33

17

Milton

5,575

$133.82

18

Enumclaw

10,550

$133.15

19

Carnation

1,725

$127.61

20

Burien

28,110

$121.02

21

Skykomish

270

$120.73

22

Beaux Arts

288

$118.13

23

Federal Way

76,820

$114.32

24

Pacific 

5,650

$87.07

25

Duvall

4,120

$86.21

26

Algona

2,100

$84.14

27

Shoreline

50,390

$83.36

28

Mercer Island

21,690

$72.42

29

Maple Valley

11,964

$71.05

30

NORTH HIGHLINE

30,500

$65.00

31

Yarrow Point

1,019

$62.99

32

Newcastle

8,605

$59.97

33

Covington

12,900

$59.59

34

Clyde Hill

3,005

$50.33

35

Black Diamond

3,720

$44.57

36

Des Moines

27,200

$43.41

37

Normandy Park

7,135

$25.22

38

Lake Forest Park

12,800

$24.61


Source: Municipal Research & Services Center

Retail sales are low.

In 1998, we estimate that firms doing business in North Highline generated gross sales of roughly $233 million.  Typically, a city receives roughly 0.84 percent of the total value of gross sales through its retail sales and use tax.  This means that, in 1998, a City of North Highline would have received slightly less than $2 million, or $65 per capita.  According to our estimates, therefore, North Highline would have generated lower sales tax revenues than all but a handful of cities in King County (See Table 9).

Services are urban in nature; therefore expenses are higher than those incurred by many suburban cities.

King County Sheriff’s Office estimates that it cost roughly $198 per capita to provide police services in North Highline in 1998.  While this is a reasonable cost for an urban area, (the City of Seattle reports police services costs of $247 per capita and the City of SeaTac reports $211) it is significantly higher than costs incurred by many suburban cities.  With a projected population of more than 30,000 in year 2000, this means that the annual expense of providing police services in North Highline would total roughly $ 6.1 million.  Public safety costs for North Highline in total would therefore represent almost 60 percent of the projected core operating expenses of the city.

Key Assumptions

The findings of this feasibility analysis depend upon a wide range of assumptions.  We identify most of these assumptions throughout the body of the report in our descriptions of specific statistical data and projections.  There are, however, a few overriding assumptions that apply broadly to this analysis and are therefore key to understanding the implications of our findings.  These assumptions are:

· Our assessment of the feasibility of incorporation is based on asking the following hypothetical question:

If North Highline were a fully-operating city in the year 2000, would its revenues be great enough to cover the costs it would incur while providing services to its residents?  

While this scenario is technically unrealistic (because even a rapid incorporation process would not allow a City of North Highline to enter steady-state operation as early as the year 2000) we believe that by answering this question we can provide the most intuitive and reliable snapshot of the likely financial strength of such an incorporated city.

· Our projections of revenues and costs for determining fiscal feasibility should be conservative.  This means that, when in doubt, we have attempted to err on the low side for revenues and on the high side for costs.

· Fiscal feasibility of incorporation has been assessed based on the assumption that an incorporated city of North Highline would offer levels of service similar to those now provided by King County at similar levels of taxation.  Throughout our analysis, we frequently refer to this as our “same cost/same level of service” baseline.  

In many instances, our estimate of what it would cost a city to provide a service is based on an estimate of what the County currently spends for provision of that same service.  This is often a very accurate way to estimate costs because many newly incorporated cities in King County actually contract with the County for provision of many of their services.  These cities have the option of providing these services directly (as would an incorporated North Highline), but many find that, due to the economies of scale available to the County, it is more cost-effective to contract for their provision.

Overview of projected revenues and expenses

Table 10 on the following pages summarizes our estimate of the revenues and core expenses North Highline would incur if it were a fully functioning city in year 2000.  Consistent with our “same cost/same level of service” assumption, projected revenues represent those revenues the city would collect if tax burdens were similar to those currently imposed by King County.  Likewise, projected core expenses represent those costs the city would incur were it to provide similar levels of service to those currently provided by King County.

As the table illustrates, projected core expenses for an incorporated North Highline for year 2000 total $11.67 million while projected revenues total only $9.7 million.  Adding in projected capital expenditures for the same year, the city’s total expenses grow to more than $13.47 million, resulting in a fiscal deficit of $3.77 million.

Table 10: Projected Revenues and Expenses of an Incorporated North Highline
[image: image3.wmf]Parameters

(1999 Dollars)

Key

A

2000 Estimated population

30,975

                  

 

B

Taxable assessed value for year 2000 taxes 

(Assumes 3.5% real growth in AV)

$1,320,126,000

C

Levy rate per $1,000 of assessed value

$1.60

D

Assumed property tax delinquency rate

1%

E

Estimated total retail sales

$239,688,000

F

Assumed sales tax equalization funding of 2nd half cent

75%

Projected Revenues

(1999 Dollars)

G

Property Taxes (Regular Levy)

$2,091,000

H

Retail Sales Tax

$2,013,000

I

Sales Tax Equalization

$1,588,000

J

Retail Sales Tax - Criminal Justice

$551,000

K

State Shared Revenues

$1,420,000

L

State Shared Revenues - by Application

$127,000

M

Real Estate Excise Tax

*

$462,000

N

Building Permit Revenues

$505,000

O

Fines and Forfeits

$37,000

P

King County Vehicle License Fee

$259,000

Q

Utility Tax Revenues

$186,000

R

Cable TV Franchise Fee

$182,000

S

Community Development Block Grants 

*

$275,000

Total Projected General Fund Revenues

$9,697,000

Projected Expenses

(1999 Dollars)

T

General Administration

$2,163,000

U

City Attorney and Prosecution Services

$225,000

V

Public Safety

$6,747,000

Police Services

$6,134,000

Public Defense

$84,000

Adult Detention

$529,000

W

Roads Operation and Maintenance (including overlay and street lighting)

$1,020,000

X

Parks and Recreation

$501,000

Y

Office of Land Use

$505,000

Z

Comprehensive Land Use Plan

$100,000

AA

Capital Facilities Plan

$100,000

BB

Human Services

$88,000

CC

Miscellaneous Non-Departmental

$74,000

DD

Operational Contingency

$150,000

EE

Reserve Fund

$150,000

Total Projected General Fund Expenses

$11,672,000

Revenues Less Expenses

($1,975,000)


Table 10: Projected Revenues and Expenses of an Incorporated North Highline (continued)

[image: image4.wmf]Revenues not available to General Fund

FF

Surface Water Management Revenues

$1,084,000

Projected Average Annual Capital Expenditures

Roads

GG

Average yearly cost of CIP projects ($7,681,000 / 6 years)

$1,280,000

HH

Projected yearly county-wide project expenditures (based on 1994-1998 expenditures)

$517,000

Total 

$1,797,000

Core Operating Costs and Annual Capital Expenses Combined

$13,469,000

Revenues Less Operating & Annual Capital Expenses

($3,773,000)


* 
A number of revenue sources listed in the “General Fund” are restricted in their use.  For example, according to the Municipal Research & Services Center, restricted gas tax distributions “must be deposited in an arterial street fund for the construction, improvement, chip sealing, seal-coating and repair of arterial highways and city streets.” 
  In addition, real estate excise taxes must generally be spent on capital investments, and Community Development Block Grant pass-through dollars are earmarked for expenses revolving around the administration and delivery of human services.  While many of these constraints may ultimately turn out to be non-binding (because, for example, a city will probably have more capital investment needs each year than they have real estate excise tax revenues) readers should bear in mind that not all revenues appearing under the heading “General Fund Revenues” will be available to cover the expenses associated with the day-to-day operation of the city.

The following sections provide additional detail about projections of key revenue sources and expenses.  Readers who are interested in a more detailed discussion of the preceding table should see Appendix B: Details of the Fiscal Analysis of the Feasibility of Incorporation.  We limit our discussion here to the handful of crucial revenues and costs upon which questions of the feasibility of incorporation ultimately hinge.  In total, these four categories of revenues and three categories of costs represent more than 80 percent of the total projected cash flow of the proposed city.

Key revenues

Property tax

For many cities in Washington State, property tax revenues are the single largest and the most stable source of revenue available.  In general, a property tax levy rate is set annually by a jurisdiction’s legislative body (the City Council, school board, etc.) and is applied uniformly to the value of all taxable property within the boundaries of the jurisdiction.  Many taxing jurisdictions, like school or fire districts, have boundaries that cut through the proposed area of incorporation, and as a result, different areas of North Highline are, and even if incorporated, would continue to be subject to different levy rates.  The levy for the incorporated city, however, would apply to all taxable property within the city boundaries.

State law delineates what types of property are and are not subject to property taxes.  Those that are subject to taxation include “real” property (land, structures, and specific equipment affixed to structures) and some forms of personal property (some types of mobile homes, business related machinery, and supplies).  While all of these types of property within a city’s jurisdiction are assessed, some are exempt from taxation.  These exemptions generally apply to properties owned by government, schools, churches, or property with other uses that provide public benefits.

By state law, the levy a city can apply is constrained according to the services the city provides.  If a city delivers its own fire and library services, it is allowed a maximum regular levy of $3.60 per $1,000 of assessed value.  If a city does not provide either of these services, state law generally restricts the maximum regular levy to $1.60 per $1,000 assessed value.  The working assumption of this feasibility assessment is that, in an incorporated North Highline, both fire and library services would continue to be provided by existing fire and library districts, so the $1.60 maximum city regular levy rate would apply.

Of course, simply levying a tax does not guarantee full and immediate payment by all property owners.  For any city, there will always be some taxes that are due but go unpaid.  Fortunately for a city’s finances, however, when it comes to property taxes, almost all taxes that are levied are eventually paid in full.  For an established city, defaults in any given year are mostly balanced out by receipts of back taxes.  Therefore, since our assessment of feasibility is based on estimating the financial circumstances of a fully functioning City of North Highline in the year 2000, we assume that receipts of back taxes would largely “net out” current-year delinquencies, resulting in an effective delinquency rate of only one percent.

Combining our assumed delinquency rate, the levy rate of $1.60 per $1,000 of assessed value, and an estimated total assessed value of North Highline of roughly $1.32 billion, we project that, in the year 2000, an incorporated North Highline would receive roughly $2.1 million in property tax revenues.

Retail sales and use tax

Retail sales tax is added on a percentage basis to the sale price of tangible personal property (with the exception of groceries and prescription medicine) and to many services purchased by consumers.  Beyond its application to tangible personal property, sales tax is also applied to things like telephone service; the installation, repair, or cleaning of tangible personal property; and to the construction or improvement of new or existing buildings, including labor and services provided throughout the process.  (See RCW 82.04.050)

According to state law, a city’s maximum sales tax rate is set at one percent, which is the same rate that King County currently collects in unincorporated areas of the county.  Of this one percent, Washington State’s Department of Revenue (DOR) receives one percent for its role as collector/distributor.  (That is, the DOR receives one percent of one percent.)  Beyond that small portion retained by the DOR, King County is eligible to receive 15 percent of the city’s one percent.  North Highline would thus receive roughly 84 percent of its one-percent sales tax.

A city’s one-percent sales tax is actually split into two halves: a base half and an optional second half which a city could choose not to levy if it so desired.  In fact, however, the great majority of cities in the state choose to levy both halves, as does King County.  Therefore, our “same cost/same level of service” analysis dictates that we assume an incorporated North Highline would also levy the full one percent.

Past incorporation studies have shown that it is difficult to accurately estimate the sales tax revenues available to incorporating areas.  These studies used sales data from the Department of Revenue about the businesses located within the boundaries of the proposed area of incorporation.  These data were then used as the basis for an estimate of what the incorporated city might expect to receive in sales tax revenues.  While this method is relatively straightforward, staff at the Municipal Research & Services Center inform us that, for virtually every recent incorporation, actual sales tax revenues received by newly-incorporated cities substantially outstripped the initial forecasts.

Past studies have underestimated sales tax revenue because a large portion of the sales tax received by most cities are actually paid to that city by businesses located outside the city’s boundaries.  When a lumber company in Seattle, for example, delivers construction materials to a home in Burien, sales taxes collected by the lumber company on those materials are paid to Burien.  In a region where sales of goods and services frequently cross municipal boundaries, the sales taxes paid to a city by businesses located within that city will represent only a portion of the city’s total sales tax revenues.  Past studies have not accounted very well for the sales made from business outside the jurisdiction but delivered to customers within the incorporation area. 

To address the shortcomings of the approach used in past analyses, we chose a new approach to estimating revenues for this report.  While this new methodology is somewhat more complex than the old technique, we believe the results of the analysis will provide better estimates of actual sales tax revenue.

We analyzed sales tax receipts for 23 King County cities during the year 1998.  Although per capita revenues varied widely from one city to the next, almost all of that variation can be explained by two factors: 1) the number of employees in the city who were classified as “retail” employees, and 2) the amount of sales taxes paid to the city by firms located within that city’s boundaries.  When expressed in per capita terms, these factors explain fully 96 percent of the variation in sales tax revenues for the 23 cities in question.  (For details on the technique used and on the estimation output, see Appendix B of this report.)

Using the statistical analysis outlined above with data on retail employment and sales taxes paid by North Highline businesses, we forecast that an incorporated North Highline would receive roughly $2 million in retail sales and use tax revenues.  This $2 million total figure translates to $65 per capita.  By comparison, experts at the Municipal Research and Services Center report that the average municipality in Washington State in 1998 received receive slightly less than $175 per capita in sales tax revenues.
Sales tax equalization

In 1982, in order to address issues of equity in the distribution of sales tax revenues between cities, the Washington State Legislature created the municipal sales and use tax equalization account.  This account is funded through a share of the state’s Motor Vehicle Excise Tax, and is distributed on a per capita basis to cities that receive regular sales and use tax revenues that are significantly lower than the average of Washington cities.  If a city’s annual per capita retail sales tax revenues are less than 70 percent of the average of all Washington cities, then the city is eligible to receive equalization.

The goal of equalization is to provide sales tax poor cities with enough revenues to bring them up to 70 percent of the statewide average.  This is how the target for equalization funding is set.  (If a city levies both halves of the one-percent sales tax, and if it received only $50 per capita in revenues while the 70-percent target was $70, then the goal would be to provide equalization funds to the city of $20 per capita.)

While this is the funding goal, however, as things currently stand, there is not enough money in the equalization fund to bring all sales-tax-poor cities all the way up to the 70-percent target.  Consequently, once the 70-percent goal is set, and once the target funding has been determined for each sales-tax-poor city, equalization funding is provided on a proportional basis.  Experts at the Municipal Research & Services Center project that, in the year 2000, the funding of the equalization goal for the first half-cent will be 100 percent, but the second half-cent funding goal will only be 75 percent funded.

Consultants at the Municipal Research & Services Center estimate that the 70-percent equalization goal for the year 2000 will be approximately $61.80 per capita for each half-cent of the sales tax levy.  Combining this goal with projected funding levels and North Highline’s projected per capita sales tax receipts, we estimate that as an incorporated city, North Highline would receive roughly $1.6 million in equalization revenues in the year 2000.

State-shared revenues

All cities and towns in Washington State are eligible to receive certain “shared” revenues on the basis of their population.  These state-collected revenues derive from three main sources: liquor receipts (both profits from liquor sales and liquor taxes); gasoline taxes; and the Motor Vehicle Excise Tax.  As a group, Washington cities and towns receive a fixed percentage of these source revenues, and that fixed percentage is then allocated to the individual cities on a per capita basis.  (For shared profits from liquor sales, as an example, Washington cities and towns as a group receive 40 percent of the total profits.  This lump of money is then distributed to the individual municipalities according to their respective populations.)

Among these shared revenues sources are:

· Liquor Excise Tax

· Liquor Profits

· Unrestricted Gas Tax

· Restricted Gas Tax

· Motor Vehicle Excise Tax

· Camper/Trailer Excise Tax

· Criminal Justice Revenues – General

And by application

· “Contract Police” Grant

· “Innovative Law Enforcement” Grant

· “Domestic Violence Prevention” Grant

· “Child Abuse Prevention” Grant

The first seven of the above shared revenues will flow automatically to a new city upon incorporation.  The latter four are received by cities only through application.  However, based on conversations with the Washington State Department of Community, Trade, and Economic Development (CTED), we anticipate that, were North Highline to incorporate, and were the new city to apply for these four distributions, their application would likely be approved.

Based on Municipal Research & Services Center projections, we anticipate that the first seven shared revenue distributions would total $45.83 per capita in the year 2000.  In addition, based on conversations with staff at CTED, the grants by application should total roughly $4.11 per capita.  Combining the two, we project state-shared revenues for an incorporated North Highline totaling roughly $1.55 million.

Table 11:  Projected Year 2000 State-Shared Revenue Distributions per capita

[image: image5.wmf]Motor Vehicle Excise Tax

$13.28

Liquor Tax

$2.98

Liquor Profits

$6.12

Unrestricted Gas Tax

$15.51

Restricted Gas Tax

$7.25

Camper/Trailer Excise Tax

$0.30

Criminal Justice Revenues - General

$0.39

Sum

$45.83


[image: image6.wmf]Contract Police Grant

$2.73

"Domestic Violence" Grant

$0.50

"Child Abuse Prevention" Grant

$0.50

Innovative Law Enforcement Grant

$0.38

Sum

$4.11


Source: Municipal Research & Services Center “Budget Suggestions for 1999,” and Washington State Department of Community, Trade, and Economic Development

Key expenses

Public safety

The single costliest line item listed in our forecast of expenses is that for provision of public safety.  At more than $6.7 million, the cost of providing these services represent almost 60 percent of the total core costs of operation for the city.  Of this $6.7 million, we project that $6.1 million would go towards providing police services, $529,000 would go to adult detention, and about $84,000 would go to providing public defense.

Each of the costs projected above is based on estimates provided by King County.  The largest expense, that of providing police services, is based on a King County Sheriff’s Office estimate that, in 1998, it spent roughly $198 per capita for provision of such services in North Highline.  The City of Seattle, by comparison, reported 1998 citywide police services costs of $247 per capita and the City of SeaTac reported $211.  Therefore, the $198 reported by the County clearly represents a reasonable estimate of what an incorporated North Highline would spend.

General Administration

With salaries to be paid and benefits to be provided, along with all of the costs of facilities, supplies, and equipment, the administration of a city entails the meeting of myriad needs, none of which come free.

In our attempt to provide a conservative estimate of feasibility, we have consciously sought to be high in our forecasts of costs and low on revenues.  For example, we derived estimates of salaries for specific positions by taking the 85th percentile of the actual salary range as reported by the Association of Washington Cities’ Salary Survey and then rounding the number up to the nearest $5,000.  In some cases the City may be able to fill a specific position at a salary lower than our estimate, and in some cases the City may have to pay more.  In aggregate, however, we feel that the figures outlined below are appropriately conservative.

It is instructive to note that past incorporation feasibility assessments have consistently underestimated the costs of administering a city.  We have born this in mind while constructing our forecasts of staffing, salaries, benefits, and supplies.  We should note, however, that our projected staffing levels still represent something of a bare-bones city hall.  We base these staffing levels on an assumption that, at least during early years of incorporation, a City of North Highline would contract for provision of many of its public services.  Therefore, staffing of city hall would not have to be as robust, or costly, as that of many established cities.

City Council

We assumed that North Highline would incorporate as a Council/City Manager government.  Under such a governing structure, the city would have a seven-member Council elected by voters living within the boundaries of the city.  We assumed, also, that the members of the Council and the Mayor would serve part-time.  The Mayor would be elected by the Council as directed under 35A.13.030 RCW.  Upon election, the Mayor would preside over Meetings of the Council, and serve as the ceremonial leader of the city.

Upon incorporation, North Highline would be required by statute to compensate the members of the Council at a rate of $400 per month and the Mayor at a rate of $500 per month.  For our analysis, we assume these rates of remuneration

City Manager’s Office and General Administration

In the Council/City Manager form of government it is assumed that the City Council has only one employee: the City Manager.  The City Manager, then, is ultimately responsible for hiring, supervising, and the dismissal of all further staff.

We have projected staffing for the administration of the City of 25 full time employees.  This staffing level, as outlined in the following table, includes staffing for the City Manager’s Office, for the City Clerk’s Office, Finance, Engineering, Planning, Information Systems, and for oversight of Parks and Recreation.

Table 12:  Projected Expenditures for General Administration of North Highline
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FTEs

Salary

Total

City Manager

1

95,000

$    

 

95,000

$           

 

Management Assistant

1

50,000

$    

 

50,000

$           

 

Director of Admin. & Fin.

1

75,000

$    

 

75,000

$           

 

Accountant - Senior

1

50,000

$    

 

50,000

$           

 

Accounting Clerk

1

35,000

$    

 

35,000

$           

 

City Engineer

1

70,000

$    

 

70,000

$           

 

Engineer Tech.

2

45,000

$    

 

90,000

$           

 

Public Works Director

1

80,000

$    

 

80,000

$           

 

Community Development Dir.

1

75,000

$    

 

75,000

$           

 

Information Systems Manager

1

65,000

$    

 

65,000

$           

 

City Clerk

1

60,000

$    

 

60,000

$           

 

Legal Secretary

1

35,000

$    

 

35,000

$           

 

Administrative Secretary 

2

40,000

$    

 

80,000

$           

 

Receptionist

1

30,000

$    

 

30,000

$           

 

Senior Planner

1

55,000

$    

 

55,000

$           

 

Parks Maintenance Supervisor

1

55,000

$    

 

55,000

$           

 

Recreation Coordinator

1

55,000

$    

 

55,000

$           

 

Miscellaneous FTE's

6

50,000

$    

 

300,000

$         

 

Council Members

6

4,800

$      

 

28,800

$           

 

Mayor

1

6,000

$      

 

6,000

$             

 

Total

25

1,389,800

$      

 

Benefits

416,940

$         

 

Benefits as % of Salaries

30%

Facility Costs

93,750

$           

 

Cost per square foot

15

$           

 

Square feet per FTE

250

Operating Supplies

138,980

$         

 

Supplies as % of Salaries

10%

Phone Expenses

25,000

$           

 

Cost of phones per FTE

1,000

$      

 

Computers

33,225

$           

 

Computer cost per FTE per year

1,329

$      

 

Furniture

18,300

$           

 

Furniture cost per FTE per year

732

$         

 

Vehicle Lease

26,830

$           

 

Number of vehicles

5

Cost per vehicle per year

5,366

$      

 

Vehicle Operation & Maintenace

20,000

$           

 

Number of vehicles

5

Vehicle O&M cost per year

4,000

$      

 

Total Costs of General Administration

2,162,825

$      

 


As illustrated in the chart above, we included six full-time equivalent (FTE) positions designated only as “Miscellaneous FTEs,” compensated at a rate of $50,000.  Our intention here is only to estimate a reasonable headcount.  Based on our assumption that North Highline would be contracting for many of its services, and based on comparisons with other cities, we believe that a staff of 25 FTEs (excluding council members and the Mayor) fulfills that criterion.

Salaries and Benefits

We derived the above salary assumptions, first by calculating the 85th percentile of the salary range reported in the 1998 Association of Washington Cities’ Salary Survey for each position, and then, by rounding that figure up to the nearest $5,000.

We estimate the cost of benefits for City employees to be equal to 30% of salaries.  To check this estimate we looked at the experiences of other cities with similar staffs and found that, in general, the costs of benefits were a little lower than our estimate.  Our 30% rate, however, is a widely accepted figure and, again, we feel it to be an appropriately conservative assumption.

Supplies and Equipment

For costs associated with phones, office furniture, and computers, we derived projected expenses on an annual per-employee basis.  For phone expenses we estimated annual costs of $1,000 per FTE.  For furniture, we assumed an annualized cost of $732 per year.  This figure was arrived at, first, by estimating furniture costs of $3,000 per employee, and second, by assuming that the useful life of this furniture would be five years.  Given these figures, we annualized the costs by amortizing the $3,000 over 5 years at a 7% interest rate.  For computers, we estimated annual costs per full time employee of $1,329.  This figure assumes computer costs of $4,500 per employee and an average useful life of computers of four years.  ($4,500 amortized over 4 years at a 7% interest rate.)

Vehicles

For many of the positions identified in our administration staffing, an integral part of their job would require at least the part-time use of a vehicle.  We project that the city will want to lease five vehicles, at an annual cost of $5,366 per vehicle.  (This figure represents the value of $22,000 amortized over five years at an interest rate of seven percent.)  For operation and maintenance of the vehicles, we estimate annual expenses of $5,000 each.  The total costs of having a vehicle at the City’s disposal is then slightly more than $10,000.

Facilities

Projections of the costs of City Administration facilities have been directly tied to our estimates of staffing levels.  We assume that the City would need 250 square feet of office space for each full time employee it hired.  We also assume an annual rental rate of $15 per square foot.  Given our staffing projections, we therefore estimate facilities costs of $93,750 in the year 2000.

Roads Maintenance, Operation, and Capital Investment

If North Highline were to choose to incorporate, the responsibility for maintenance, operation, and capital investment in public rights of way would become the responsibility of the new city.  Our forecast of the expenses the city would incur while shouldering this responsibility is based on data provided by King County Road Services Division.

Road Services Division estimates that total operation and maintenance costs for roadways in North Highline would cost roughly $1 million in 1999, and for year 2000 operations we project no change in this cost (in inflation-adjusted dollars).  Included in this estimate are four discrete categories of expenditures: 1) Road maintenance - $568,000 2) Traffic operations - $175,000, 3) Roads overlay - $225,000, and 4) Street lighting - $53,000.

In addition to the day-to-day costs of operation and maintenance of the system, cities must also allocate dollars for long-term investments in roads infrastructure.  Under King County’s current system, these capital investments are also separated into categories.  1) Roads capital investments planned for under the County’s six-year Capital Improvement Plan (CIP), and 2) Expenditures on smaller projects funded from a pool of money set aside each year to fund projects on a countywide basis.  These investments, referred to as “countywide” projects, might include things like improvements in paths or drainage, or installation of traffic signals.  In addition, because these funds can be invested anywhere in the county depending on the where the high priority projects happen to be, the amount of “countywide” funds invested in a particular area of the county may vary from year to year.

The County’s current CIP anticipates spending roughly $7.68 million on roads capital improvements in North Highline from 1999 through 2004.  On an annual basis, this translates to an investment of roughly $1.28 per year.  While the County performs no parallel projections for future countywide project investments, Road Services Division has provided us with a detailed list of such investments that were made in North Highline from 1994 through 1998.  In fact, total countywide expenditures over these years averaged roughly $517,000 per year.  We adopt this average annual expenditure as our estimate of what an incorporated North Highline would spend on these kinds of projects to maintain a level of service consistent with that provided by the County.

Combining the average annual expenditure planned in the County’s CIP of $1.28 million with the average historical countywide expenditure of $517,000, we project that, in a typical year, an incorporated North Highline should expect to spend $1.797 million on roads capital investments.  These capital investments represent expenditures in addition to our projected $1 million cost of operation and maintenance.
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� Municipal Research & Services Center, A Revenue Guide.


� If North Highline were to incorporate, during the first full year as an incorporated city, property owners would begin to pay the city property tax levy and, at the same time, they would cease to pay the county road levy.  We estimate that the county road levy rate will be $1.74 per $1,000 of assessed value in year 2000.  Since the city levy rate is restricted by law to $1.60, this means that taxpayer would pay 14 cents less per $1,000 of property value if the area were to incorporate.  In order to maintain our “same cost/same level of service” baseline assumption for our analysis, therefore, we assumed that the city would “make up” that difference by instituting some form of new utility tax that would raise revenues exactly equal to what would have been raised by a 14 cent per $1,000 assessed value property tax.








