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EXECUT. NCIL SUMMA

On January 18, 2000, staff presented a report on water services authored by CH2M Hill
to your Council. The accompanying staff report revisited 5 options for the City's future
role in ensuring the adequate provision of water services within the City. Council
consensus at that time directed staff to work with Seattle Public Utilities (SPU) and the
Water District to perform additional analysis on this issue. Specifically staff was asked
to compare the effect of three options on three specific criteria and to bring the resuits of
that analysis back to your Council as soon as possible. The conclusion of that analysis
is presented for Council consideration. Staff seeks Council consensus at this time to
pursue one of the presented options.

Council’s direction to staff was to provide further analysis focusing only on options 3 - 5
as identified in the January 18" staff report (Attachment A}, thus, eliminating further
work on Option 1 (Maintaining the status quo) and Option 2 (Acquiring SPU’s current
water service system). Options 3 — 5 are defined as follows:

- 3. Annexing to the District: Staff would focus on negotiating an interfocal supporting
District efforts to acquire and operate SPU'’s service area in Shoreline.

4. Assuming the Districts’ current water service system: Staff would focus on
analysis and legal process, as established by state law, necessary to assume the
District’s assets, liabilities, and personnel. The current relationship with SPU would
not change.

5. Acquiring SPU’s and assuming the District’s service systems and serving all of
Shoreline: This combines the forth option with acquiring SPU’s service area
resulting in a City utility serving all of Shoreline and potentially part of Lake Forest
Park.

The criteria stem from discussion with your Council on January 18" and have been
defined for the purpose of this analysis as follows:

1. Growth Management Act (GMA) Responsibility & Capital Improvement
Program (CIP) Coordination: Whether the option would assist the City in fulfilling
its responsibility under GMA to ensure the adequate provision of urban services in
part through the implementation of a coordinated CIP resulting in concurrency of
zoning and supporting infrastructure. Under this criterion, more dynamic City
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involvement in regional water supply issues and closer coordination between
transportation and water service CIP’s were considered positive changes.

2. Efficient Use of Public Resources: Whether the option would reduce overall
public expenditure for providing the same level of service. Under this criterion,
changes that would likely reduce collective administrative costs and/or allow for the
utilization of assets for more than one purpose were considered positive.

3. SPU Infrastructure Needs: Whether the option would assist in addressing
deficiencies in SPU’s local distribution system described in the CH2M Hill report.
Under this criterion, changes that increase the likelihood of capital investment in the
local distribution system to address these deficiencies were considered positive.

The following chart summarizes the results of the requested analysis:

A
\ON Oé GMA Responsibility & | Efficient Use Of Public| SPU Infrastructure
Q“ CIP Coordination Resources Needs
o Annex Current No Significant No Significant Potential for Significant
SPU Service Area Improvement ~ Improvement Improvement
To The District
Assume The Potential for Significant | Potential for Significant No Significant
District Improvement  Improvement Improvement
{eastside only) " (eastside only)
Assume The Potential for Significant | Potential for Significant | Potential for Significant
District & Improvement tmprovement Improvement
Acquire SPU

Each of the squares above is the accumulation of several anticipated consequences of
the identified option (Attachment B). In almost all cases there are consequences that
could be considered either positive or negative. The summary above attempts to weigh
each anticipated consequence in accordance with the above definitions of the individual
criteria. This analysis is intended to supplement, not replace, the previous analysis
presented to your Coungil,

Process

The matrix included as Attachment B was developed after two productive mestings with
staff from the Shoreline Water District. A meeting with SPU staff was cancelled by SPU
on short notice. Staff was not able to get a second opportunity to meet with SPU prior
to returning to your Council, but SPU staff did review a draft of this matrix and had no
comment.

Next Steps

If your Council reaches consensus on a proposed option, staff will proceed on the
appropriate course of action proposed below to move toward that option. As previously
discussed, some options are more administratively burdensome than others. In those
cases, it may be advisable to set interim objectives toward a long-term goal.




3. Annexing to the District:

" Staff would contact the District to negotiate a franchise agreement in accordance
with Council objectives and the minimum terms previously communicated by the
District.

= Staff would also develop an interlocal agreement with the District similar to that
executed with the Wastewater Management District establishing a work plan and
respective roles and responsibilities for the District’s acquisition of SPU’s territory
and bring that distribution system up to an acceptable standard.

4. Assuming the Districts’ current water service system:

* The first step in this process is the completion of a SEPA checklist. After that has
been completed and submitted, there is a short public comment period prior to the
determination by the SEPA official.

*  While the SEPA process is moving forward, staff would contact Lake Forest Park to
brief them on the Council’s chosen action and determine how staff can support Lake
Forest Park’s decision making process.

" After the SEPA decision has been rendered, Staff will bring back an ordinance
initiating the assumption process along with feedback from Lake Forest Park.

" As the assumption process moves toward review by the Boundary Review Board,
staff will work with Lake Forest Park to develop any interlocal agreements that may
be necessary.

» Staff will also be working with District staff on a transition plan should the annexation
eventually be approved.

9. Acquiring SPU’s and assuming the District’é service systems and serving all
of Shoreline:

® Assumption of the District would be the first step toward this option. All of the steps
above would be followed.

* As the administrative burden associated with the process of assuming the District’s
service system and the implementation of the transition plan subside, staff would
initiate talks with SPU regarding optional paths toward future consolidation. This
would clearly be a second phase of the project with a more detailed action plan yet
to be determined.

RECOMMENDATION
No specific action is requested at this time. We are seeking consensus directing staff to
pursue one of the three remaining options described above.

Approved By: City Manager 5 City Attorney QE

ATTACHMENTS
Attachment A — January 18, 2000, staff report Water Services Study — Evaluation Of
Possible City Role In Water Service Delivery (without attachments)

Attachment B — Water Service Alternative Matrix




Attachment A
January 18, 2000, staff report (without attachments)
Water Services Study

Evaluation Of Possible City Role In Water
Service Delivery




Council Meeting Date: January 18, 2000 Agenda ltem:

CITY COUNCIL AGENDA ITEM
CITY OF SHORELINE, WASHINGTON

AGENDATITLE: Water Services Study — Evaluation of possible City role in water
service delivery

DEPARTMENT: City Manager's Office

PRESENTED BY: Kristoff T. Bauer, Assistant to the City Manager
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The Growth Management Act (“GMA”) places the responsibility to plan and ensure the
provision of adequate utility services on cities. Your Comprehensive Plan provides
direction that also suggests we have a role in ensuring cost effective utility services.
Since just after incorporation, the City has been evaluating utility services and
determining the appropriate role of the City in fulfilling its responsibility under the Growth
Management Act. Water service is the next service area to be considered. Two
separate entities, the Shoreline Water District (“District”) and Seattle Public Utilities
("SPU”) provide water service within Shoreline. The District was operating under a
franchise that expired December 31, 1999. The City recently adopted a two-year
franchise with SPU,

On October 11, 1999, staff presented to your Council analysis regarding the potential
impacts of the passage of Initiative 635 on the City’s ongoing revenues. The two-year
franchise with SPU, which includes a franchise fee, was negotiated in response to your
Council's discussion on that date. Staff has also contacted the District regarding a new
franchise that would include a franchise fee. The District’s initial position is that they
would accept a franchise with a fee only if it was part of a long-term agreement ensuring
the District’s independence and giving the District the ability to assume SPU’s service
area (See Attachment A). For this reason, and the fact that your Council has expressed
an interest in determining our long term role in the water area, staff is bringing forward
recently completed analysis regarding water service within the City to assist your
Council in determining the City's appropriate role in providing this service and next
steps in working with the Water District.

This report transmits and summarizes the findings of a study comparing and contrasting
the level of service provided by the District and SPU (See Attachment B). Optional
roles for the City in ensuring adequate water service and next possible steps based
thereon follow that summary.

The study examines five areas of water service; i.e. Water Supply, Rate and Financial
Levels, Service Levels, Operation and Maintenance Programs, and Customer Service,
contrasting the two providers against each other and industry standards when
appropriate. The study was performed by engineering firm of CH2M Hill with Dave
Parkinson, former Chief Engineer for SPU, as the project manager.




Key findings of this study include:
s Water Supply
—SPU, which owns both the Tolt and Cedar watersheds and the water rights
therefrom, has a secure water supply
—The District, which purchases water from SPU via a contract that expires in 2012,
will need to take action to secure a water source in the near future either through
joining the Cascade Water Alliance, re-negotiating with Seattle, or finding an
alternative source
¢ Rate and Financial Levels
—-SPU’s rates include an ~ 14% out of city surcharge and a Seattle utility tax
—-SPU’s rates are still ~ 30% lower than the District’s rates’
—SPU does not hold reserves in excess of that necessary to satisfy the dept
coverage requirements of its revenue bonds
~The District’s rates 5 highest among the 28 water service providers (including the
City of Seattle) in the greater Seattle area®
—The District has established rates and policies that have accumulated reserves that
equaled $2.7 million® at the end of 1998
e Service Levels
—SPU's system is aging and a sustained and increased pipe replacement program is
recommended
—The District has almost completed an aggressive pipe replacement program and
further pipe replacement is seen as unnecessary for the near future
—The District has established and achieved a higher water pressure standard
-Some of SPU’s customers experience low water pressure
-Some of SPU’s service area does not have adequate fire flow
—A focused hydrant installation program is recommended for both utilities

* Operation and Maintenance Programs

-SPU has two Shoreline water reservoir maintenance projects in its 6-year CIP

—Itis estimated that ~ $1 Mil. a year in CIP funding would be necessary for the next
6 years for SPU to begin making recommended system improvements

—The District's draft CIP includes projects estimated to cost ~ $34 Mil. over the next
12 years including ~ $25 Mil. for a water treatment plant

—Other than hydrant installation, no significant capital expenditures on the District’s
system are recommended in the near future

—The District has a regular line flushing program and fewer dead-end lines likely
resulting in fewer water quality complaints

~Recent regulatory changes have hampered SPU's flushing program and their
system experiences a slightly higher number of water quality complaints

¢ Customer Service
-SPU has a fully staffed centralized customer service office in downtown Seattie that
tracks and responds to questions and requests for service
—The District has staff easily accessible through a local office

' Based on an average monthly bill calculation for an “average” customer using 8ccf/month in winter and
12 ccf/rmonth in swmmer,

? See Figure 1 included in Attachment B.

* 3.6 Million Debt Reserve, $1.9 Million Sinking Fund, $.2 Million Construction Reserve,

6




This study is presented to assist your Council in understanding the water service area
from a policy and service delivery perspective and to begin working towards a
consensus regarding the appropriate role of the City in ensuring the adequate provision
of water services to Shoreline residents as required by the GMA. [t is also meant to
implement some other policy goals found in your Comprehensive Plan such as ensuring
cost-effective public investment and service delivery for utilities.

Staff has previously presented five options for the City in addressing this issue for
discussion purposes. Hybrids or combinations of these options are possible. Each of

the five options presented has a particular set of pros and cons that are addressed in
the body of the report.

1. Maintaining the status quo: The City would retain its current dual provider
relationship for water service. Staff would focus on developing long-term franchises
with current providers.

2. Acquiring SPU’s current water service system: Staff would focus on transfer
negotiations with SPU.

3. Annexing to the District: Staff would focus on negotiating an interlocal supporting
District efforts to acquire and operate SPU’s service area in Shoreline.

4. Assuming the Districts’ current water service system: Staff would focus on
analysis and legal process, as established by state law, necessary to assume the
District's assets, liabilities, and personnel.

5. Acquiring SPU’s and assuming the District’s service systems and serving all of
Shoreline: This combines the second and forth options discussed above requiring the
same activities and resulting in the same Pros and Cons with the additional draw back
of attempting to accomplish two administratively difficult tasks at once.

Ontly options 2, 4, or 5 would provide the City with a direct role in regional water issues
related to ESA and the formation of a regional water supply consortium, the Cascade
Water Alliance ("CWA”), that will impact the cost and availability of water to Shoreline
residents. Only option 3 satisfies the District's request as articulated in Attachment A.
Further, option 2 would be easier for the City with the staff, equipment, and
infrastructure that would be available to the City by assuming the District (Option 4) first.

The District chose not to join the CWA by the November 15, 1999 deadline for its
formation. The formation objective of achieving membership equal to 75% of current
SPU wholesale customers was not satisfied and the future of the CWA and its role in
regional water issues are now uncertain.

The assumption process is initiated by a City ordinance that would be followed by a
report and notice to the Boundary Review Board. Since part of the District is within
Lake Forest Park, they will have a role in determining the appropriate process and the
eventual form of an assumption should your Council choose that option.

RECOMMENDATION

No specific action is requested at this time. We are seeking consensus directing staff to
pursue one of the five options described above.

Approved By: City Manager City Attorney
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BACKGROUND / ANALYSIS

The Growth Management Act (GMA) (RCW 36.70A) defines “Urban Governmental Services” as:

“...those public services and public facilities at an intensity historically and
typically provided in cities, specifically including storm and sanitary sewer
systems, domestic water systems, street cleaning services, fire and police
protection services, public transit services, and other public utilities associated
with urban areas...” (RCW 36.70A.030 (19))

The Act goes on to say in several sections that cities are the unit of local government most
appropriate to provide Urban Governmental Services. Some cities assert that the GMA directs
and authorizes cities to assume special purpose districts like the Shoreline Fire District, the
‘Shoreline Wastewater Management District, or the Shoreline Water District. Most special
purpose districts, however, dispute that interpretation of the law. There does appear to be some
agreement that (at a minimum) higher planning and coordination responsibilities for Urban
Governmental Services including water are placed on municipalities.

We did some research regarding the role current cities play in providing water service. As
evidence of the importance that municipalities have placed on controlling this crucial service
area, we found that 93% of Washington Cities over 10 years old who responded to the
Association of Washington Cities annual water fee study operate a water utility. If we assume
that special purpose districts serve all cities that did not respond to this study, then we would
find that 78% of all Washington cities operate a water utility.

Consistent with a city’s responsibilities under GMA, your Council adopted a number of
framework goals as part of the City’s Comprehensive Plan that relate to utility services. These
include:

FG1: Accommodate anticipated levels of growth and enhance the quality of life
within the City of Shoreline.

FG7: Assure effective and efficient public investment for quality public services,
facilities, and utilities.

Your Council also adopted the following policies specifically relevant to this issue as part of the
Utilities Element of the Comprehensive Plan:

U1:  Promote the provision of utility services citywide that meet service levels
established in the Capital Facilities Element at reasonable rates.

U2:  Investigate alternative service provision options that may be more effective at
achieving these service standards or in meeting other policy goals found in the
Comprehensive Plan.

U12: Investigate water reuse opportunities that: - may diminish impacts on water,
wastewater and surface water systems, - promote the conservation or
improvement of natural systems.

U16: Support efforts which will ensure adequate water supply and wastewater
treatment capacity for existing and anticipated development at service levels
designated by the Capital Facilities Element.

U17: Support efforts which will correct existing water and wastewater system
deficiencies where deficiencies exist and ensure adequate infrastructure and
services for all areas of the City.

Further, the Council Workplan in 1998 and again in 1999-2000 has included the determination
of the City’s role in providing services including utility services.
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In response to Council’s expressed policies in this area, staff developed an interiocal agreement
and franchise with the Shoreline Wastewater Management District through which Wastewater
District committed to pursuing the acquisition of SPU’s sewer service area within Shoreline.

This move to change the current two-provider system was taken in an attem pt to serve the
above policies by supporting the unification of service under one local provider. In 1997 and
1998, staff focused. on analyzing electrical service and developed a long-term franchise with
Seattle City Light to provide this service. This new franchise was framed to address multiple
policy goals of the Council (rates, taxes, rights of way, etc.) In 1999, Staff has been developing
comparative analysis regarding the provision of water service within the City. The resulis of that
analysis are included in this report and the attached report developed in conjunction with

CH2M Hill.

The articulation of these policies and the activities that the City has engaged in over the last four
years reflect the seriousness that the City has placed on it's responsibility to ensure the quality
provision of Urban Governmental Services to Shoreline residents.

Your Council has also articulated a policy toward seeking efficiencies in the provision of
governmental services. This policy was articulated during supporting discussions for both your
Council's 1999-2000 goals number 6, “Continue to strengthen intergovernmental relations ..
strengthen communication and collaboration with the School District and other public agencies,’
and Number 9, “Accelerate City Hall planning.”

REPORT METHODOLOGY

The report included as Attachment B, “Comparison of Water Services Provided Within the City
of Shoreline by the City of Seattle and Shoreline Water District” (“Comparison Report”), was
predominantly drafted by CH2M Hill engineering staff led by Dave Parkinson. One of the key
objectives of the Comparison Report was to not only compare the service providers within
Shoreline to each other, but also to accepted industry standards. Mr. Parkinson's 11 years of
experience with SPU's water division, last holding the position of Chief Engineer, and his
broader experience with CH2M Hill since leaving SPU provided the City with the expertise
necessary to interpret the information provided by the current providers and to identify industry
standards when available.

The City asked Mr. Parkinson to assist the City in collecting information and providing analysis
on the five operational or service areas listed below.

1. Water Supply: Identify sources, quality thereof, and any future uncertainties or key
decisions to be made regarding that supply

2. Rate and Financial Levels: How do the rates for various services compare between the
current providers and others in the region, how are they expected to change in the future,
and how do other financial policies affect service or the rates charge for service

3. Service Levels: What factors exist to indicate the service levels provided and how do the
current providers compare in these areas

4. Operation and Maintenance Programs: What comparisons can be made regarding the daily
operations of the service providers

5. Customer Service: How do the providers respond and interact with the customers in
Shoreline
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The current providers are very different both in the size and com plexity of their respective
operations and in their governance. The first step was simply to request the same information
from both providers and then to identify the pieces of information provided that were or could be
made to be comparable. This was accomplished through a number of information requests and
meetings with staff from both utilities. With the exception of information about other service
providers in the region and industry standards, all information was either provided by or derived
from information provided by the two current service providers. Both providers were given
opportunities to review drafts of this report and comment or provide additional information. EES
Consulting of Bellevue provided additional financial analysis.

ADITIONAL INFORMATION

In order to supplement the analysis included in the attached report, we will go through the
sections of the report to provide updated information and additional context and clarification.

Water Supply (Attachment B, Page 4)

As stated in the report, approximately 60% of the City is served directly by SPU. Planning
analysis performed by SPU indicates that they have sufficient water supply to meet the
anticipated needs of all their direct service customers, including those in Shoreline, through a
50-year planning horizon. SPU does not, however, have sufficient water to satisfy the growing
needs of its current wholesale water customers, including the District, over that same period.
SPU does not want to take on the responsibility of developing additional water supply sources.
For this reason SPU is discontinuing its wholesale water contracts as of 2012 and has been
supporting the formation of a new water supply organization, the Cascade Water Alliance
(*CWA”). As demand begins to exceed current supply and supply already under development,
other water purveyors will need to secure new sources of water either through CWA or on their
own.

The District has been studying this water supply issue for some time. They have been involved
in the formation of the CWA, but have not taken action to join the association. The CWA was
supposed to gain the participation of 75% of the 27 existing wholesale customers of SPU by
November 15, 1999, and execute a water purchase contract with SPU for water purchases post
2012 by that same date. Neither of these goals were accomplished. Only 10 purveyors have
joined CWA to date. The CWA members are continuing efforts to define their goals and
objectives and to develop a relationship with SPU.

A study commissioned by the District indicates that the CWA, should it complete the Tacoma
Pipeline § project, would have sufficient water for its members (assuming 100% participation)
into the foreseeable future.* The District, however, is working toward the development of Lake
Washington as a water source. The District has no water rights and no authorization to pull
water from Lake Washington. The District has proposed two potential means of gaining the
ability to utilize Lake Washington as a source. The first is through King County’s potential right
to the use of treated water (‘re-use” water), and the second is through a transfer of Seattle’s
water right.

The state Department of Ecology (“DOE”) regulates water rights and use permits. Staff spoke
with Dan Swenson, Section Supervisor Water Resource Program, at the regional DOE office in
Bellevue and his supervisor, Keith Philips, at DOE's headquarters in Olympia. While the District
did submit two applications for a permit to pull water from Lake Washington in 1994, the DOE
does not anticipate taking any action to review these applications in the foreseeable future.

# Shoreline Water District “Water Supply Alternatives Study,” RH2 Engineering, January 1998,
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WAC 173-508 closed the Cedar watershed to new consumptive uses in 1979. A change in the
administrative law would be required prior to the awarding a use permit to pull water from Lake
Washington. The DOE is focusing its limited resources on watersheds that have not been
closed. They also pointed out that if King County does build a third treatment plant, and a
tertiary treatment facility, and gets the necessary environmental permits to discharge to Lake
Washington, it would still take a change in state law to allow the District to pull water from Lake
Washington utilizing King County’s re-use water right. Neither had heard of a legal precedent
that wouid allow Shoreline to acquire a portion of Seattle’s water right. Mr. Swenson also
pointed out that while the transfer of a permit from the headwaters to the lake may no longer be
as inconceivable as it was a few years ago, it would still be necessary for the District to secure a
right that could then be transferred and for the DOE to approve any permit application which,
again, they are not processing at this time.

In addition to the significant legal uncertainty regarding the District's proposal, analysis
regarding the financial advisability of such a project is limited and should be debated publicly
before embarking on commitments of this financial magnitude. While the District spent just
under $549,355 to purchase water in 1998 and budgeted $767,919 to purchase water in 1999,
annual operation and maintenance costs alone for the proposed water treatment plant were
estimated in early 1998 at $800,000 per year. Construction of the plant was estimated at an
additional $23 million with another $1 million to be spent on legal costs associated with
permitting the facility®, Still to be considered are potential reimbursement costs that may need
to be paid to King County for “re-use” water or other water right holder. This also does not
include expenditures budgeted for 1999 including $2.5 million for acquisition of the DNR
property, the proposed site of the treatment plant, and $318,000 for studies and consultation
fees related to the Lake Washington project.

Staff's analysis of water supply alternatives for the District is incomplete. The preceding
information is provided to illustrate the magnitude and complexity of the issue. How this issue is
resolved will directly influence the City's ability to ensure the adequate provision of water
services to the 40% of the City serviced by the District over the long term. Further, one may
want to consider that if after more complete investigation Lake Washington turns out to be the
best source of water for Shoreline, then which of the City’s optional roles would best facilitate
efforts to secure that source.

Rates/Financial Comparisons (Attachment B, Beginning on Page 6)

In 1998, the District's average water rate ranked 5™ highest among the 27 water purveyors who
purchase water from SPU. SPU’s average rate in Shoreline ranks 20" on this list and its rate
inside Seattle ranks 24". Why the District’s rates are higher than most purveyors in King
County is unclear. SPU has two wholesale water rates, i.e. an old water rate and a higher new
water rate. The District purchases very little new water. Only five of the 27 purveyors purchase
less new water. Bellevue purchases the most new water by a significant margin, but its rates
are almost the lowest (25" out of 28 including Seattle). While we have not performed a
comparative analysis of annual expenditures for administration, capital investment, or reserve
policies between the District and other purveyors, the two possible drivers of this relatively high
rate are the District’s capital investment activities and excess revenue accumulation.

From 1995 to 1998 the District collected an average of 7.8% revenue in excess of expenses.
Another way to examine the appropriateness of this revenue level is to examine the District’s
Debt Service Coverage ratio. This ratio compares excess revenue to annual debt service costs.
A minimum ratio is established by bond convenants and is often a key driver in establishing

> Shoreline Water District “Water Supply Alternatives Study,” RH2 Engineering, January 1998.
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rates. it is not unusual for utilities to establish a ratio goal of 1.5 to 2 in its rate setting policies.

The District’s bond covenants establish a minimum ratio of 1.25. The average ratio achieved by

the District from 1995 to 1998 is 2.92. As mentioned earlier, at the end of 1998 the District was

golding $2.7 million in reserve accounts. A 10% operational reserve would equal about
240,000.

The District reports that its Debt Service Coverage ratio goals used for setting rates were 2.2 in
1998 and 1999, and is 1.58 for 2000. They report that the ratio achieved in 1998, 3.56, was
high due to water sales in excess of their forecast. Water sales are currently below forecast for
1999 indicating that this ratio may be closer to the established target. They also report that all
reserves have been dedicated for specific purposes by action of the Water Commission and that
they believe that their current reserve level and past rate performance has allowed them to '
maintain a strong bond rating in the face of Initiative 695.

The report forecasts a 14% increase in SPU’s retail rate from 1999 to 2000 and additional
increases of 8% or greater over the following three years. Due to the passage of Initiative 695,
the Seattle Utilities Committee’s recommendation to the full Seattle City Council at the time this
report was written is to combine planned increases for 2000 and 2001 into a larger 2000
increase of ~ 19%. SPU’s rate proposal also includes an increase in the old water wholesale
rate of = 21%. Wholesale water purchases were about 32% of District’s total budgeted
operating expenses for 1999. The District plans to increase single family residential rates by
2.5% and all other rates (i.e. multi-family, commercial, institutional) by 5.6%. The District's
modest rate increase in the face of increasing wholesale water rates and Initiative 695 may be
an attempt to reduce the excess revenues that have been generated over the last few years.
SPU’s large rate increase and the District's modest increase should reduce the rate differential
between the two providers.

Service Levels (Attachment B, Beginning on Page 13)

This section of the report discusses five different areas that are considered indicators of the
level and quality of service provided by the utilities, i.e. Facilities Design Criteria and Quality,
Age of the Water Supply Infrastructure, Pressure Service Levels, Water Storage Capacity, and
Fire Flow Service. The report clearly articulates that, through significant capital investment, the
District has provided a higher level of service in most of these areas. The questions are; is
further investment by the District prudent and what are the likely consequences of continued
under investment by SPU?

The District is in the final phase of a significant pipe replacement program, and the report
concluded that no further investment in pipe replacement is expected to be necessary for at
least 35 years. The report does recommend a fire hydrant installation program, not currently
part of the District’s CIP, and does not comment on the reservoir and other maintenance
activities included in the District's CIP. The report also finds that the District’s current storage
capacity is adequate, approaching the upper limit of the state standard of 200 to 800 gallons per
customer. The District, however, has disclosed plans to construct a new reservoir on the
recently acquired DNR property. Whether this significant investment is necessary in the
absence of plans to also construct a treatment plant on this property is the key question that
staff is exploring.

In addition to the need for a hydrant installation program, SPU’s system suffers from the lack of
a sufficient pipe replacement program and low water pressure levels. Simply put, water
pressure levels at the low end of SPU’s standard, 25 to 30 psi, would result in it taking a
noticeably long period to fill a tub for a bath or in an aggravatingly weak shower. Old, corroded
interior plumbing may exacerbate this problem to the point of dysfunction. Seattle is in the
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process, however, t_)f studyipg this problem (j.e. testing d uring different times of the year and
_under diverse ootjd itions to identify the areas most affected) and is expected to design system
Improvements to improve the pressure in the areas experiencing this problem. Problems

crea;red by SPU’s aging infrastructure in Shoreline are both more significant and more difficult to
resolve.

There are basically two reasons to replace pipe, i.e. either it is undersized to satisfy the current
demand for water or it is failing or at significant risk of failing due to its age. Six to eight inch
water mains are standard today and reliability decreases as pipe passes 50 to 60 years of age.
In Mr. Parkinson’s considerable experience, increasing repair costs usually justify replacement
of pipe approaching 85 years of age. SPU’s inventory of pipe in Shoreline includes 144,067 feet
of pipe that is three inches or less, or will be over 85 years of age by 2035. Replacing this pipe
over the next 35 years will require a 50% increase in Seattie’s current program. There is also
an additional 47,793 feet of 4-inch pipe that is substandard, will not support a fire hydrant, and
may not provide adequate flow. There is a further 268,575 feet of pipe that will pass 85 in the
20 years from 2035 to 2055. If SPU does not increase its pipe replacement rate in Shoreline
significantly in the near future and over the next 50 years, then they can expect increasing
maintenance and repair costs and Shoreline citizens can expect increasing failures that could
constitute a risk to adjacent infrastructure, i.e. the City's right-of-way and other utilities.

As demonstrated by the rate proposals mentioned above, SPU has increased its wholesale and
retail rates significantly over the past few years including 1998-2000. The primary purpose of
these increases is to support capital investment in water supply related to new federal clean
water regulations and ESA. Shoreline is not the only area within SPU’s retail service termritory
that is faced with infrastructure problems. One would hope that after completion of SPU’s
current CIP, that the resources generated by recent rate increases will be turned to its
distribution system. However, we currently have no means to ensure that increased investment
will occur and this would not be a standard issue addressed in a franchise agreement.

Operation and Maintenance Program (Attachment B, Beginning on Page 28)

The two major differences identified in this section relate to capital improvement programs and
system flushing. We have already discussed the capital programs of both providers in some
detail. In regards to water main flushing programs, the District has been able to maintain a
program in the face of changing federal and state regulations, while SPU has not.

These regulations now restrict the release of chlorinated and fluoridated drinking water into
surface water systems. In order to comply with these regulations, both SPU and the District
must flush their systems into the Wastewater Management District's sewer system. In order to
gain authorization to do so, the Wastewater Management District required both to sign an
interlocal agreement that placed the responsibility on the entity placing water into their system
for any sewer system failure during a water main flushing event regardless of the cause. SPU
did not feel comfortable signing such an agreement and, as a result, has not flushed its pipes in
Shoreline for about five years. The District felt like it had no choice but to sign the agreement
and has continued its flushing program. Without regular flushing, sedimentation and stagnation
can occur in low flow areas potentially leading to discolored or odd tasting water. SPU’s lack of
a flushing program likely explains most of the water quality difference between the two
providers.

Customer Service (Attachment B, Page 38)

Which provider-has better customer service depends on the customer’s preference. SPU’s
customers can almost always get someone on the phone. The someone, however, will be in
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downtown Seattle and may, or may not, be familiar with Shoreline. The District's customers can
during normal business hours walk into the District’s offices in the North City neighborhood and
talk with someone face to face who is likely able to assist them. The City has not integrated its
Development Services with either provider at this point and a stop at the offices (i.e. downtown
Seattle or North City) of one of the providers is a necessary step in most development projects.

Accountability / Coordination and Duplication Among Shoreline Public Agencies

Even though this topic area was not specifically covered by the consultant's report, it has been
at the top of your Council’s priority list for some time.

Every decision made by your Council has a level of pubiic disclosure that is extremely high.
Your meetings are televised and advertised on television. Key issues are communicated to
citizens in advance of the decision via newspaper and newsletters. Not only are Council
agendas on the web page, but the entire staff report is available as well. Citizen advisory
groups are utilized as additional conduits for ideas, opinions and information. Key policy
documents are readily accessible via libraries, Kinkos, etc. The budget document is
comprehensive and well written for citizen’s use. These are all a reflection of your Council’s
value of accountability and openness to the citizenry. The two water providers have varying
degrees of accountability and public disclosure, neither of which reaches the level of the City.
Given the rising cost of water and that key decisions regarding the future supply of water and
the use of a prime piece of property in the City are about to be decided, it is important that a
public discussion take place in this area before decisions are finalized.

Due to the length of time this community was unincorporated, we have various independent
public agencies (WSDOT, sewer district, water district, fire district, schools) that have developed
{and are still developing) their administration and operations facilities, their own support systems
(data processing, human resources, finance / accounting, etc.) and their own fleet.

The Water District recently purchased property from the State adjacent to the Fircrest site. Use
of that site may have impacts on our community through its future development or from missed
opportunities. As you know, the City is also developing plans to address our own needs. It will
be extremely unfortunate to eventually have six separate public administrative buildings and six
operations yards in a City that has limited taxable property. Furthermore each agency shares
similar needs for fleet, finance/accounting, human resources, etc. Duplication of these assets or
overhead services should be avoided as well.

SUMMARY COMPARISONS

The Executive Summary of the Comparison Report (Attachment B) articulates several key
comparisons between the two providers. Rather than repeating those here, we will attempt to
draw some conclusions from combinations of those comparisons.

1. The District’s rates are higher than most providers in the region and significantly higher than
SPU’s rates due at least in part to a capital investment program that may be unnecessarily
aggressive, and due in part to reserves and spending in preparation for their Lake
Washington Project. A project that has many questions, impacts, benefits, and challenges.
In contrast, SPU'’s rates in Shoreline are some of the lowest due in part to its lack of
sufficient capital investment in its distribution system.

2. SPU holds the largest water right in the County and is in the process of preserving that right
exclusively for direct service customers, including those within Shoreline, by ending current
fixed quantity purchase contracts with existing purveyors like the District as of 2012. The
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District holds no water rights and is in the process of trying to secure a water supply after
2012.

3. The Seattle City Council controls SPU and customers outside Seattle are not represented in
that governance process and are treated differently. Three locally elected Commissioners
are responsible for oversight of District operations, but public participation in Commission
decisions is limited and the level of accountability is at a much different level than typically
seen in a general purpose government like the City of Shoreline.

4. The District’s rates could be lowered, or future increases deferred, through prudent changes
to capital investment policies. SPU’s rates do not support an adequate level of capital
investment decreasing current service quality and increasing the risk of future distribution
system failures.

5. These could be a duplication of facilities and/or support costs, which is not unique to just the
Water District.

These comparisons and those contained in the attached report form the basis for the following
analysis of how each of the 5 options presented fit with Council's stated objectives and the
City’s responsibilities under GMA.

OPTIONS ANALYSIS

The following analysis is offered in support and clarification of the summary statements made in
the executive summary regarding each of the five options presented were necessary.

1. Maintaining the status quo: The City would retain its current dual provider relationship for
water service. Staff would focus on developing long-term franchises with current providers.

Pros:

< Presents lowest administrative burden on the City
The City already has the resources necessary to develop franchises with the current
providers and, since the City would not be taking on any responsibilities with regards to
water services, no additional resources would be needed. This is seen as a positive due
to the limits on City resources and the lack of any funding under this option to support
City activities in this area,

< May provide the groundwork for developing positive long-term relations.
This would address at least one of the District's desires, that is to stay independent. We
would avoid the tension that may occur as a result of an assumption process.

Cons:
< City would continue to have no role in water service issues unrelated to the management of
the right-of-way

This places the City in the position of being a silent guarantor of the utility operations for
a basic, life supporting service. If a special purpose district begins to fail in the long
term, they or the citizens they serve will often seek the intervention of municipalities, as
the Richmond Beach Water District sought assumption by SPU in the 1960's. If both
providers continue to operate and provide an adequate level of service, then the City is
uninterested. If, however, either fails and the City is required to intervene by operation
of the GMA or demand of the public, then the City may be faced with paying the price for
past missed opportunities.

< Franchising is an intermittent process that is not well suited for addressing emerging service
issues
A franchise is a legal document with limited flexibility. If an unanticipated issue arises
during its term, then the City may have limited recourse {o address it.
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“ The level of accountability for this key service will not be at the level provided by the City.
< To the extent there is a duplication of facilities and costs, it may continue in the future.

< The Council has expressed an interest in streamlining land use/building permitting via a one
step process. This will be more difficult to achieve.

< The District’s current statement position as expressed in Attachment A would indicate that it
may be very difficult to reach agreement on a franchise.
This option would provide for a continued service role for SPU. The District’s request
includes the City's facilitation of the District's assumption of SPU’s service area within
Shoreline as discussed in Option 3 below. Issues such as guaranteed independence
and being the sole provider are unnecessarily finding their way into the franchise
discussions making this option less viable.

2. Acquiring SPU’s current water service system: Staff would focus on transfer negotiations
with SPU.

Pros:
< Would give the City and its citizens local control of the level and quality of water service
provided to a segment of the City {Shoreline City Council instead of Seattle City Council}

< Would give the City a role in regional water supply discussions
Current discussions regarding the formation of the CWA and other regional water issues
including ESA are restricted to municipalities and other governmental entities that
actually provide water services. This is one of the drivers behind King County’s move to
gain rights to water reclaimed from its wastewater treatment process. These
discussions will shape water supply far into the future and currently your Council has no
role in this important regional discussion.

% Would provide the opportunity to keep Shoreline tax dollars in Shoreline
SPU currently collects rate proceeds from Shoreline customers to pay a utility tax to the
Seattle General Fund. This burden on Shoreline customers does not benefit them other
than providing SPU with some incentive (some Seattle politicians analogize this tax to
profit) to continue serving the Shoreline area.

Cons:

< May increase water supply uncertainty for existing SPU customers
This would convert current SPU customers from retail to wholesale customers through
the City. As previously discussed, contracts with wholesale customers for water supply
are scheduled to expire in 2012. it may be possible to negotiate a different arrangement
as part of the service transition, but this is uncertain at this time.

< Would require the purchase of the system from SPU and capital investment to separate the
two systems to some degree

SPU has made it clear that their system within Shoreline has value and that they would
expect payment for that value. They also have a history in working with other entities of
looking at value based upon revenue stream rather than actual asset value. In addition,
this area is seamlessly integrated with SPU’s system and most of the water storage
serving Shoreline is located outside the City. Some separation between the system
would be necessary to allow for independent operation and storage would need to be
provided for,

<+ May require a rate increase even if current service levels are maintained
This would be principally due to the cost of acquiring and separating the system.

o Méy require the City to acquire the staff, equipment, and infrastructure (office space, service
yard, etc.) to operate the utility

16




_—“

% Will add to the administrative burden of the City.

3. Annexing to the District: Staff would focus on negotiating an interlocal supporting District
efforts to acquire and operate SPU's service area in Shoreline.

Pros:
< Would consolidate water service under one provider

% Would eliminate Seattle utility tax on water in Shoreline

< May lead to an improved level of service in SPU’s service area
The District would be expected to implement its higher capital investment standards
within the acquired service area.

% May allow for the imposition of a franchise fee
As mentioned earlier, this option is consistent with the District's requests regarding a
franchise that includes a fee as expressed in Attachment A. Yet it doesn’t provide for
the long-term independence of the district; another request of theirs.

Cons:
% City would continue to have no direct role in water service issues unrelated to the
management of the right-of-way

-
L

May increase water supply uncertainty for existing SPU customers
(See discussion for Opticn 2)

% Would require the District to purchase SPU’s system and to make capital investments to
separate the two systems to some degree
{See discussion for Option 2)

< Would result in a rate increase for current SPU customers even if current service levels are
maintained
The City, with condemnation and permitting authority, arguably is in a stronger position
than the District to negotiate acquisition terms with SPU. The same cost items
discussed in Option 2 would place upward pressure on the District’s rates.

4. Assuming the Districts’ current water service system: Staff would focus on analysis and
legal process, as established by state law, necessary to assume the District's assets, liabilities,
and personnel.

Pros:
< Would give the City a role in regional water supply discussions

<+ Would give the City control of the level and quality of water service provided to a large
segment of the City allowing it to ensure concurrency with the City’s comprehensive plan
This woulid provide the best opportunity for close integration of zoning for planned
growth and existing infrastructure or planned infrastructure.

< Would allow for the consolidation of duplicative governmental and operational functions and
assets
The District has expressed an interest in developing a mutual aid interlocal and
consolidating GIS services, but has shown very little interest in working with the City to
consolidate other duplicative resources. Office and maintenance space, administrative
functions including finance, human resources, and management, and operations
including planning, engineering, and permitting could al! be consolidated.

< Would provide the City with staff, equipment, and infrastructure necessary to provide water
services
State law requires the City to maintain the employment of current District staff and
transfers all of the District’s assets to the City.
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Would allow the imposition of a franchise fee or utility tax

** Would provide the City with billing infrastructure and cost support increasing opportunity to
communicate with residents and perhaps consolidate other billings
The District currently bills its customers every other month. The City could include
informational flyers with the billing statements and may be able to take over surface
water billing from the County and discuss consolidated billing with other utilities. This
would reduce postal fees and the cost of collecting surface water revenues.

-
"

May allow the City to reduce current water rates or future rate increases in this service area
Efficiencies gained through consolidation with other City services and a re-examination
of the District’s CIP may provide opportunities for reduced capital expenditure and
ongoing operational savings.

< Would enhance citizen accountability for key decisions (CIP decisions, budgets, etc.)
< Would add land to our inventory to address City policy and operational goals.

Cons:
- % Would increase the size of the City staff

< May divert staff resources from other priorities
% May damage relations with other special purpose districts operating in Shoreline
< May resuilt in a protracted public debate and legal process

5. Acquiring SPU’s and assuming the District’s service systems and serving all of
Shoreline: This combines the second and forth options discussed above requiring the same
activities and resulting in the same Pros and Cons with the additional draw back of attempting to
accompilish two administratively difficult tasks at once.

SUMMARY

Both service providers present a unique set of opportunities and challenges that fikely support
increased City involvement in ensuring the continued adequate provision of water service

- consistent with the City’s responsibilities under GMA and your Council's priorities. Resource
limitations resulting from the passage of Initiative 695 place have increased pressure on local
government to find efficiencies in order to continue providing the services citizens demand and
provides additional emphasis on City efforts to clarify this issue. The difficult decision before
your Council is what eventual role for the City in providing water services best serves the
community and which of the presented options should be pursued at this time to move toward
that role.

RECOMMENDATION
No specific action is requested at this time. We are seeking consensus directing staff to pursue
one of the five options described above.

ATTACHMENTS

Attachment A - Letter Regarding Franchise Terms From Cynthia Driscoll to Robert E. Deis
Dated November 10, 1999 (Published on January 18, 2000)

Attachment B - Comparison of Water Services Provided Within the City of Shoreline by the City

of Seattle and Shoreline Water District (October 1999 - CH2MHill) (Published on
January 18, 2000) :
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Attachment B

Water Service Alternative Matrix

19




A1

‘Jyeis NS dunsixs
woy Ajqewnsaid ‘eis 10LSI(] Ul ISeAIDUT STIOS UL J[NSAI [[IAL

Suyerg

‘Surreys uoyruLIOUL
pue 510U — IDLISK] PUB SUI[AIOYS

3q p[NOMm SISHOISNO JUALIND S, (S "A31D) 9Y) pue SUSZIIIO [10q 10] UOBIIUNLIIOD HONBUIPI00)) JID JO ASO[opoyIdIy 9
10§ s3jel paseardu] nq ‘umoinjun Surses A|[e00] pa1e20] 328 {3UuosIed pue SO S JOLUSHT YL m "1DLASI(T Y] Yim SIBUIPIOOD 0} SIJ[OI S A1) g
ST SISWOISNY (1dS PU. 1011 “POULEIUTEW 3q 0} Pasu pmom “o3a ‘asmjpueyy ‘Funiruuad ‘ueg UONEUIPI00)) [EIUIWUIIACTINUf ¢
Zunstxa wo jordur syer 1) Jo 5218 SYL, dwo)) ‘uoneuIpIe0d JI7) Suipnjsur ‘dISUOY[l SS3] SUD 4 ‘onb sme)s woy 23urydo oN 4
, "3[B0Ss JO mo_Eozoou. paziesl 10/pue Tope MmOy g AU SAND P
35%q 2}61 31JUD 3y SIBWOISND (1d§ "ap1s ‘Paienofau 2q 0} SPIAU BAIL JIIAIDS MU
BUUSIXS JO UOLEUIQUIOD € LIOY AUI0D 159 91 0} vonwuasaidal Surpraoxd Jo [e0d a) Yum mbn_Euﬂ.u 0) ULIJ-ZUO] puB HPIS J5oMm 01 J9jRM DESI[OYM
A[p prnom wa)sAs agy aaoidus JAIJ 0} Bvﬁmw» 2q Aew mbcm_mEEEoO Jopeod 10MSKT Y], = ap1aoxd 03 uonesi|qo Fumurues s 2|NedS 4
pue sxmboe 01 saomosaz [eloueUl] g STEPIIO Poroary 10y jioddng g SIALIBLISYE (338
S om_wwﬁ_uw““.m t "11dS £q papraoid Ajjualing uet)) JURINJIIP 3G ABUL ‘SIS JSoM ABUI) BAIR 5IIAIIS AINUD JOJ I3jem d)enbape
y1ed s2 SpIEPUTIS SO'T oyenodou Ke] 31} 0} A[Qe[IeA’ 3q PINOM SOIIAIIS IOJBM-UIOU § JOLISI(T 9Y], m Buipraoid 107 ajqsuodser aq pMosm 1I9MISKT
. " "A[[890] S]QE[IEAR 3Q PINOM 51eOYNISD AI[IE[IBAE ISJEAM "PUI SPIS 150M A1) Uy Jopracad
‘diysuopyerar 3unyiom .ﬁ..wo_o pue SOOI (193EMTON) [ELIIXT D I37eM (1611 € 3 O} UONESIQO S JHEIS  u
otouaRe 00 30 Slensars o) 1S | soos poueld fddng xopeps oampng
' 1309 JO 918I010919 3 ouls o Jo az1s o) Sulseasoul APUeoIjIUSIS NOYIM BIIL IDTAISS ("xew 1e2aA-g) papuswe se ued wo)sAs
jusunsaau] JUALIND S, JS 2AIIS 0] JOLNSICT o) JoJ J[qrssod 5q Avtu]] 5 | J199Bm Jo [eaoadde pue maraal ur sjorsey A3 g
JO 2491 mﬁﬂ_m:uo“onow Jhwaﬁa@wzo T 1955V WO / 0wdS OWO € P ——
-1y Surzymn .W_M%w EﬂEEM AQ hﬂ% "KI10) 9y} OpISUl A)I[I0B) MSU B 9)B00] 0} ATeSS900U oG AR )] 30O piBog 10LASKT JIm S3PIS9Y o
[endes aarssardse ue yusweydu *28RJ0JS IojEM [BUO)IPPE JONISUOD X0 SINI[I0Y] ael0ls (a9
pue uS1sop 0] AJIQE UL PLYERSUOWIIp Bunsxs s,9[1185g Jo SwWos a1nboe 0) A1essoouaq A w | ‘SOT 998png ‘qI)) ANpiqisucdsay uoiseq 7
seq 31 ‘Jyeis [euonippe annboe sjossy [ende) waysdg anes ‘7 "we[d asn pue| pue Juioz
0} PAaU ABWL JOIGSIT 9} A[NM = "paonpal 2q Avw s1seq Jawo)snd Jad A0y souerduwios ur sdo[aAdp ST o
‘s .NdS B UQ PBIYISAO UL} ‘S3JBI [) S UL POPNIOUI AJUILING S8 ULY) ‘qi[eaH Jo 1daq % "540d
woy djeredss WaISAS UOUNQLYSIP $)S00 PESISAO ISMO[ JASIOR UBD JOLNSI(] S JI "UMOW{UN ‘dIT ‘O Aq porosdde pue pamaradI 0S[Y
Pajepiosuod v juawadun pue udisap ST BAIE QOIAIIS § 1§ UI S)S00 Peatf1as0 uo 1oedut Y], ¢ "ADUSLINDUOD JOJ [1OUN0))
03 paxmbal aq [jia4 Hoys jueoySIy *3[e0s JO S31Wou0? Jojeard uodn paseq £q pasoxdde pue pamatasl pomsyq 4q ‘d1D
SPIIN 2INPOISBIU] 1S ‘PIONPAI 3q [[IA SISUIOISND JUSLIND § JOLASK(] A} O) Pesyisa) wu | € Surpnjoun ‘paonpord uepd wopsds 10jem sUQ o
SSAIPPY 03 I[E[IBAY SIDIN0SIY [ (150 Jaa1pu]) peonia) 1 uelq *duro)) 3o uoneaI) AIAIY [

SpaspN aamponnseguay NJ4S

$32IN0SAY AN JO IS[) I

noneuIpi00o) J17) — saumqisuodsay v

PSIT Yl 9sTUOURY N0aXa A - I0ISK(T oY) AQ paxsuue A10)1i1d) dS

ST ) 0) IPIS ISIAL Xouuy ¢ uondQ
SISA[RUY JAIBUIINY INAIIS IIBAL




('suswa1de [200[103Ul YBNOM) PIASIYOE 3q UES SJJIUS] SAOQE I} JO 1SOW Jey) Ju10d SU) SIBLI 191s1(g L)

“MO PANIBQUOCD 3q 03 NUNUOD 10 “PINUNUAISIP 3q ‘SI0IN0SII J8)S [euonIppe s1nbax ‘suerd iom Sunsixs
Ot payesodIoout g 01 PISU B PINoM JJEIS JORIU0D £q JOLLSK] 3 0] papiaotd A[JUSLND SIDIAIIS JUIOS g
"PIeu 18938313 Jo vaIR A) 0) Fwimo[y ‘suonesado A1) [[v 10§
90IN0s31 B 90099 0 A31eus pue ssipadxs nayy Sumole gyeys A1) opur pajeodiosur 3q pinom Jes0wsy ] u

Suygrers ‘L
"Kouae-soyur uetp) roujel [gjusunredop "uonea10 Jutof ‘SuLieys uonewLO]UI
~Iojul aq pno suoissnosip Astjod Joqio pue ‘Suruueld ‘g1 JO UONBUIPIOOD JO] AIBSSI9IU UONEDIUNWMOT) pue 2opou — [ejudtIRdIpPISIUT SUI[AIOYS g
"SJUSPIS3I pue A1) S U2amIaq UOHESIUNTIIIOD JO 20JN0S moU & aplaoxd pinom Sulf[iq Aynn u UONEUIPIOO)) JI)) JO ASO[OPOYIRN 'O
wopesIUNWWO) ‘9 | a _w ‘40d ‘HOA ‘0
"252210UI PNOA [IUN0) AJI SUp JO peopjiom oy, u | (2 WRIOAT VMO Omeog) KouoBe £|ddns
. p : Iem ‘J4T Yum 21BUIPIOOD 01 3]0IS AN g
Paonpai oq pinom s3URIIW PUE ‘s2010U ‘e0udpuodssiIod J0f poddns sAnRNSITUTUPY u :
UONEUIPIO0) [EJIIWUIIASINU] 'S
u

"PRIBULWIS 3q PINOM SISUOISSTUILIOY) JOLNSKT 0] SILIB[BS PUR SUCTIISD 0) paje[ar sasuadxyy osAs FIS 1583 $31215d0 PUE SUMQ) . . -
' SIeIIO Py 10j 3oddng ‘¢ ’ " e e o e e s e o

A[0Y S. AN .
"POJEPIOSUCD 3G P[NOO SUI[[Iq 1918,  m . .au_waﬂ m” m“w._Uw 4 e e Y

11800 9914105 Sutonpal 391AJ3S SPIS 1583 0} WI3}-UO[ JaIBMm J[BSI[OYM i
Aqrenujod sao1a1es L17) Bupsixs ym P23epI{0sUOD 3 PINOJ 3dURUIUILUL pue ‘FuLssuIdud ‘Futuue] a sp1acad o) uonediqo Sumunuoes s ANESS . ;
"PIEPIOSUOS 3 PINOD UOBILINAD AJI[IQR[IRAR J2jeMm 101K pue Suyinurad AD w (SeAREUID)E Joo8 _ 7
SNAING (1Jem-uoN) [euINxy b ABUI) BAIR D0[AI2S OIS 1562 10} Jojem ojenbape _ - i
TeH A1) 2 108)uod Jo jutod o[8urg | Suipracad o siqisuodsal 3q pinom SWRIOYS o | N _
“JUIKSIALLE Addng 1ayepr aamng ‘g
sanesrdnp Juronpal s901a198 L1170 SUNSIG YIIM PITEPIIOSUOO 3q PINod doeds suoreiado puBIIO = (‘xew 1234-9) popuswe se uepd wISAS _
$JISSYV WHQ / deds 2dJ0 ' | I91em Jo [raoidde pue motadI ur o[0Isey LIT w :
“(pury A1mn o 01 uonesuadurod annbai Lewr) 4110 a3 ‘[IPoUNo;y L1173 SU[IIOYS YI1M SOpISoy  » m
4£q asn ajeuI)[E J0] S]qR[reAk 2q Avw PUE S01AIAS 3p1aoad o) pa1mbai 3q w3uo] ou Aew Apedord [2ar owiog 4 (9
"iIed pue S{Iopm oqng o't ‘spusunsedap ‘SOT 993png ‘J1D) Amiqisnodsay uoisdaq@ 7
Jeuoyerado Joo o) sqe[ieAe way) Fuyew Aq JoLSK] oY) £q POUMO ‘uonatpsuni ey ur uepd asn
‘olqeonddy 10N o syesse Junsixs Jo voyezin 19YSIy € oAsIyse 0] 3[qissod aq Aewr )] o pue[ 2¢ Fuaoz J17T Y A[dwoes priom 511D o
JUIUI)SIAN] JO [PAI] $)assy fende)) wWSAg dgepn 7 "YesH Jo 1ds % “40a
Jo 3uwyunnIalap up Ajoa s,AN) 7 "paonpal 9q ABUIL S1SEQ ISWOISNO 19d 2 UO PeayIoA) g ITT ‘O £q peacidde pue pomd1AdI 0S[Y o
o[qesrddy 10N u "958q I9UI0ISND MU ST} “Aq "apIs 1583
L1039 5, dS paproddns aq pue ‘poddns pinoa wopensupy A1) uay ‘sucneiado J0J J1D) 1978A SPN[OUl PINOM JUSWS[S SANI[IOB]
I SP33U 2IM)INI)SEAFUL A1) Sunsies LM pojepIfosuU0D 218 sucyersdo WS 20U g | [endes oy uepd wasAs Jajem saredord A1) o
oY) SSaIPpE 0) SINIMOSIY ‘T (s150) 10941pU]) PRIYIIAQ ‘T uuld "dmo)) Jo uoneaI) MY I
Spasn 2Jmonaseguy J4S S3INOSIY N[N JO IS[) INIPIP L wonewipIoo) JI) — sonmqisuodsoy vIAO i

1dS Y 9s1youeyy - eare j1osig ajerado pue umo A1)
(®a1e 2014305 JUSIIMD § JOLSI(T — SPIS 1582 UO Jeduy) JILSI o) swnssy *p uondQ

SISA[BUY JANBWIII[Y IIIAIIS JIJBAL




(d1D 1249} 102loxd
o1J100ds UIRJUIRUL JOU SI0P S[IEaS INq) SuLteys
UONBULIOIUL PUB 300U - 9[)]eas PUE SUI[AIOYS

|

UONEUIP.I00)) 41 Jo L30[opoyd °9

“umoID[un St SUI[AIOYS UL SISUI0JSNO ITHEIS YILM I)TUIPIOOD 0} SEIA0I SALD  w

NdS 8unsrxs uo joedwr ojex syl UONEUIP.I0O)) [EJUIWUIIAOTINU] S

‘WsAS pasoxdurr s woly Sunyeuaq PEURO ON u -onb smyes wp ofuey ) ON g

SUI[RIOYS U SISWOISND 3501 WIO 10 Sugers L ACY SAND P
95B(] A1 MU S INEIS WO S0 Avw NdS yim digsuone[ax *SATUNUOD IPIS 1524 3]}

W3SAS 21y} sao1dunt 0] s95IM0SAI [eroueUL] 4 5,.L1D 941 JO S0URUSIUIRWI Y] UT JSISSE 0) SI2INOSAI pue ul Jopiaokd Jo1em 1ejal € 2q 0 uonesSIqo $,9[118S g

Suipung ¢ aspuadxs [euonippe opraosd Lewr gyeis 101si(y oSueyd oN Aiddng 19jeA 2004 ¢
“OPis 1583 2y ul papiaoid spaepue)s UONEIURWWO)) ‘9 {"xew 1894-9) papuswe se ue[d Wa)s4s

SO dwes a1y axnbax 0 s[qe aq Jou A 4 98ueyo oN g | 1918 JO [BAOIddR PUB MIIAST UL I[OI SBY SUIDIOYS g

UADITe AsIyouey SERPWO papary 1of yaoddng g Toun0) AJI0) S[1BAS UNM SIPISAY  u

Jo pud se Splepue)s SOT aenodau \ﬂwz - ‘Suorouny Mﬁn—uﬂgoﬁ JUWOS IJEPITOSUOD 0) SLI0JJO Ised A.Oﬁ& JOM—:—MH ¢ .HHQV .hwm—mn__mﬂaﬁm&m OIS 7
FLETTEN Y AeU L3173 9y} OJUL JJE)S JOLOSICT JO UOISN[OUT o1} ‘STUEYO ON » "uonoipsun( jeys ur uerd asn pue|

J0 [PAST SUTUNUIAIR( ur [0y s,AN) 7 SNNAING P % Fuiuoz surjaioys yum Ajdwoo pnom anesg 4
PUISIOYS UIIM WSAS HONNqLYSIp '9GUBO ON “eoy jo da( %

SH aA0xdwIl 0} $301M0SA1 3y SBY (1S w $)98sY WO / 2edS 00 ¢ |  HOA ‘KD ‘O Aq paaoidde pue pamoras1 oSV u
93ueyH ON u ‘QBUEYION AOUSLINOUOD
FETTRIEY $)9ssy [epide) maysAg Jagear 7 [ 107 rouno)) surfaioyg Aq pasoidde pue pamarasl

S 1dS Ul SPIAIN dampdnasejuy 28uByo ON u 1D & Burpnjoul ‘wisAs Jojem saredord opneag

97} SSAIPPV 0} SIIN0SAY  °T (5350 2Tpu]) PEIYIIAQD ] e[ ‘duto) Jo wonwaI) MY |

SPAIN aImpnyseuy N Js

SIIN0SY NN JO IS[} JUANT

uonEHIPI00D) J1D — SOWNqIsuodsIy VIND

1dS Yna ssiyoueiy - eare 118K srerado pue umo A1)
(a8 901AI9S JUSLINO §, () JS — OPIS 1S9M U0 JordU]) JILISI A1) dWNSsy *p uondQ)

SISA[BUY QAN EBILIY IDIAIIS JIBAA




N0 PADBAUOS 2q 0} INURUOD 10 ‘PINUIUOISIP 3] ‘S2MOSIL JJBIS [eUOnIppe dimbar ‘sueld Jlom Funsixs
0jul paIEIOdIOOUL 3G 01 PIIU SIS PINoM JJeIs JOENUd Aq 0LSICT 342 0) papiacid Apusaima SIOIAIDS JWIOS

n
“Paal 35918218 JO BOIR 311 0) Fulmoy ‘suonerado L)) (e
J10J 9010831 £ A003q 0 A31oua pue sspIadxa 1ay) Sumo]e Jers K1 ojur pareIodIosur 3 PINOM JyelSs JOLASK]  u
duigms L
‘KousBe-rur uey) 1oyes [eyusunIedop "fuswdo]aasp jutol ‘FuLreys uonetIoyur
~191Ul 3 p[nom suorssnosip Aorfod Joyjo pue ‘Furuued ‘g1 Jo UONEUWIPIOOS 10§ AIRSSI00U UOREOIUNWIWIO,) o | PUE 30UOU — [ejusupedopinul uljpioys g
. ‘SpuApISa1 pue 310 HOBEmPI00D A1) JO ABO0POIN -9
A1 29 prrom ) UISMIS] UOHEOIUNIIIIOD JO 30IM0S MaU € opiaoid pinom Juinq ANmN  » 2 ‘200 "HOA "D ‘(10
SI2UWO)SND JsNY §, S 10] ' sk natsag ‘YD ‘oness) Louale Lddns
$3JB1 PASBAILI Jnq “Umoljun UONEIMNIWAMOT) °9 | (sjem ‘g1 ilm ARUIPIOOD 0] 201 8, A31) g
§1 SIOWOISND (S PUE IOLESI(] ‘3SEIOUI PINOA [IOUN0T AT A1 JO PEOTHIOM 3L UOHEUIPIOS)) [EIUsUILIdA0SIOM] S
Sunsixa uo Joedun sres ayy Jo 'Paonpal aq o 'SBaTE A0TAILS
JZ1S 3], "3[BOS JO SONUOUCIS PInom s3unasw pue ‘s3010u “douspuodsarios 10y Hoddns SANEHSTUIUPY 4 apis 159 Pz 1528 SeveIodo U SO ‘bﬁo .
PazI[Ba1 J0/pUe ‘58] "PajRUILITS 2q pinom ‘ oy mtmﬁ.o ¥
3181 2IMUD 9 ‘SISWOISNO SIQUOTSSIURUO,) 12[NSI(] 10] SILIZ[BS PUE SUOJID[D O) pAje[as sasuadxy .voﬁzomw&
NdS SUNSIXS JO UOKEUIQUIOD S[ERIIO pajody [0y proddng g 9G 0} SPaSU B1E HOIAIS SIRUS O ULIY)
€ WOY 90 A[9NI] p[nom "PIJEPIOSU0D 3q PINOO SUNIq I8 -3U0] pue ap1s 15am 0} I9JEM S[BSS[OYM
wsAs ayy saoidur pue 1500 9914135 Buronpal A[fenujod s301AL0s L)1) Suysixe ap1aoid o} uonedqo Sumunuoo s LIS
d4TbIE 0} $30MMOS1 [ELoUEUT | [3ia PIIBPIIOSU0d 3q PINOD JOUBUSUIEUL PUB ‘FULISOUISUS ‘Suluued ‘(ssaneuIz]e 2as ABW) BITE IDIAIGS
Burpuny "PaYepIIOSUOD aMmuo 10j 1038 jenbspe Suipracid
181 Arwr ammu S3LOUSLHY 3P 2q PMod UOKEOYNID ANJIqe]leAr 19)em JOLSI(T pue Sumpuued A3y 4 0] 9]QISUOSII 3q PIHOM SUIPIOUS g
fue mmu%ﬁwﬂ ”M%MMMHMW $OALS (INBM-UON) [EUINX b "SpU? 3PIS 183 91)) Ul epraoxd
[[¢ SUrINIP prom n:o ‘IIeH A1) 18 107)u02 Jo juiod sj3wrg 4 IBA 118151 € 9q O] UONETI[O S, ANESS m
JUSTIISIAUY JO PAYT JuaUGSIAUL saneor[dnp Suronpar saoiAlas Addng 1ep 2amng ¢
SurumuIaeq 11 0j0Y 5,410 A1y 3unsixa yim parepIjosuod aq pmos aveds suonerado pue VIO u (‘xew
320851 9jqENyEA $)19SSY AQ / 90vds 90 °E I234-9) papuatue se uejd wsAs 11em
€ 9q p[nom uondwnsse 1)) ‘(puny Arun Jo [eaoldde pue m3rA31 UL {01 SEY JAT w
ydnomny poures Jyels JoLusiy sy} 0} uopesuadwos axnnbax Aewr) A1) oy £q Isn AeUIAN]E 10F J[E[IRAR 3G “[UNe) A1) SUI[IIOYS [YIM SOPISTYY g
“gye1s [euONIppE S1nboe Aewr pue 9914105 ap1aoad o1 pannbax aq 195uoj ou Lewr Apadoad [E313WOg 4 (038
0} paau Aewt A1) 243 [y m ‘SIed pue syIOM oTqng ‘a1 e8png ‘g1D) Anpqisuodsay woseq 7
', (1dS oy ‘syusunaedap [euoneiado Joo 0} sjqereae way) Sunjew Aq ST ayl Aq ‘uondIpsumf yey) wr ueyd asn pug|
ajetedas walsAs UOTNQUISTP paumo sjesse Jursixs Jo uoneziun JoYSu] v 2asmoe 0} afqissod aq Kewr )] 5 2 Suuez J4T yim A1dwos pom 1)
PaJEpjOSU0d € jusadur $)asSY [BISAY T ‘Wresf Jo 1daq 2 "40d
pue udisap 01 paambar "PIoNpar aq Aeull S1SeQ JOWOSNO Jod € UO peoYIdAQ o | ‘JTT ‘O Aq paaoidde pue pamaraal OS[V m
2q [[14 J10JJ9 JueoyIuTIg *95B(q JOUIOISTO "BaIE SOIAISS NI 10] JI7) Jayem apn[oul
IO, 5. )AS aau smy) “Aq pajtoddns aq pue ‘poddns pnom uonensNUpy A1) usy PINOM JUILLI[S sag1Ioey [eydes o)
U SPIIN] AAMIINIISLITU] ‘suoyeIado A1) SunsIxe YIm parepIosuod e SUONRIAdO JOLISI(T 20U o % ue[d wysAs 1em ouo sozedaxd A1) o
3} SSAIPPY 03 SI2IN0SFY ‘[ (S)s0D) Waxpuy) peayqIdAQy ‘| ug[d ‘duio)) Jo uopwaI) MIAIY T

SpadN alnjonasesyuy NdS

$32IN083Y A[qnJ JO IS} JUIDYYTY

uopEu[PI00)) J1D — SIIIqISuCdsIY VIAID

NdS seambdy 2p ISsI( sawnssy A1) s wondo

SISA[EUY JANBILIIIY AINAIIG JEA

P

TSR FE W 4

EEEHIER LT




Council Meeting Date: February 22, 2000 Agenda ltem: 6(b)

CITY COUNCIL AGENDA ITEM
CITY OF SHORELINE, WASHINGTON

AGENDA TITLE: Economic Development Program Strategy
DEPARTMENT:  Planning and Development Seyvices '
PRESENTED BY: Tim Stewart, Director] Qr/ﬁ"?

Kirk McKinley, Planning Manager JL

Ross Cutshaw, Economic Development Coordinator

EXECUTIVE / COUNCIL SUMMARY

The City of Shoreline’s Council goals for 1999 and 2000 identified economic
development as a priority. Goal #2 states: “Create and Implement an aggressive
Economic Development Effort: pursue business development; remove blight and
improve aesthetics.” To begin this process staff has outlined a project describing the
goals, strengths and weaknesses, defining roles, examples and proposed alternatives in
achieving these goals.

The purpose of this agenda item is to bring to your Council three different approaches
or strategies for creating and implementing an economic development program for the
City of Shoreline. In order to clarify the definition of economic development as it relates
to Shoreline, your Council must clearly articulate its vision. Understanding what the
citizens and leadership bodies of the community would realistically like to see in 20-30
years helps define what kind of economic development efforts we should take today.
The Shoreline Comprehensive Plan contains broad policy directions. The challenge is
to implement those policies in a manner consistent with our community’s values and
resources.

The Economic Development Element of the Comprehensive Plan identified many

policies and goals to provide direction in the economic development effort. Some of the

key Comprehensive Plan goals and policies pertinent to the discussion on the City role

in economic development include:

e Goal ED Il and lil: To increase and diversify Shoreline’s job base....and leverage
opportunities for economic development.

o Goal ED IV: To improve the City’s role to facilitate and initiate economic
development opportunities.

o Goal EDV: To support and attract economic development with reliable
infrastructure.
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» Policy ED 2: Improve economic vitality by: encouraging existing businesses to
thrive...recruiting new businesses...encouraging economic services.. .cooperating
with businesses to create strategies and action plans. ..

« Policy ED 10 and 11: Recognize the Aurora Corridor as the economic core of the
City with potential for revitalization...and the North City business district as a local
commercial area ready for revitalization. ..

» Policy ED 19: Create partnerships with major landholders.. to participate in the
economic well-being of the community.

Based on the Council goal and the goals and policies in the Comprehensive Plan this
item is intended to inform your Council of various economic development options for the
City. Staff is requesting that your Council discuss the merits and options and ultimately
select an approach for the City's Economic Development Program.

Staff is presenting your Council three different approaches to create an economic
development effort.

Your Council is being asked to select (or modify) an approach that best reflects the
vision and goals of your Council and the Comprehensive Plan.

Staff has prepared three approaches that are detailed in this staff report. Attachment A
includes background on strategies or approaches and Attachment B provides examples
of the three different approaches. The three approaches (or three P's) are in order of
level of cost and effort;

1. " Passive” approach — support and moderate assistance upon request.

2. “ Partnering” approach — pursuing partners and aggressively promoting
Shoreline; City as a catalyst for change.

3. “Proactive” (aggressive) approach — aggressive financial and involved
leadership to bring in new development; includes potential land acquisition or
assemblage.

The Passive and Partnering approach (to a limited degree) can be implemented within
the current budget whereas a Proactive approach is beyond the current city budget.

An Economic Development effort that reflects the Councils Vision will provide staff with
the security and support as it works toward implementing the vision.

RECOMMENDATION

Staff recommends that your Council direct staff to pursue the Partnering approach to
implement the city’s economic development effort.

Approved By: City Manager LB City Attorney %
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BACKGROUND / ANALYSIS

The City of Shoreline has contracted with real estate marketing and development
consultants to conduct several studies to assess its strengths and weaknesses and
opportunities for economic development, primarily along the Aurora Corridor and North
City. These consultants have identified several barriers or weaknesses in Shoreline to
economic growth. Staff feels, with the adoption of the Comprehensive Plan, and with
approval of an economic development strategy, that these weaknesses can be turned
into opportunities. Some of these challenges are:

Challenges / Weaknesses:

Identity: Because of Shoreline’s relative newness as a city, the development /
business community does not know that we are here or that we have a plan and are
interested in improving the our local economy. Strategies to overcome this barrier
include marketing, outreach, image building and networking.

Infrastructure: The general condition of Shoreline’s roadway and drainage
infrastructure is weak. Strategies to overcome this weakness include the adoption of
the Capital Improvement Program (CIP) which includes critical projects such as
Aurora, 15" NE, and the Interurban Trail. Also, efforts such as the North City
Subarea Plan will identify infrastructure projects and redevelopment strategies.
Predictability: This concern reflects the prior lack of planning and priority setting.
In the past 15 months, your Council has adopted a Comprehensive Plan, a CIP, a
design concept for Aurora (with a funding strategy), in addition your Council will be
adopting a new development code this spring.

Land Assemblage: One of the identified weaknesses is that there are limited large
parcels available, and that many of the development opportunity areas are under
several ownership’s {e.g., Aurora Square has seven different owners). Many of the
parcels along Aurora Corridor are also smaller parcels making it difficult to develop.
One of the optional strategies discussed in this staff report is the level of effort the
City is willing to undertake to “assemble” fand into more attractive ownership
configurations.

Permit Processing: The building and land use permit process has experienced a
temporary slowdown due to unexpected staff turnover. Staff has been working on
improving the tumaround issue: we have contracted out some building permit
reviews and right of way inspection; we will soon have a new development code that
will greatly simplify the permit review and application process; will be hiring a new
plans examiner this spring and the implementation and development of the permit
tracking software will provide us with the ability to track and monitor turnaround.
Land Price: Many of the small parcels have single businesses with absentee
landowners, making it difficult for property owners and business owners to sell or
make improvements. The Economy has been good and allows property owners to
derive higher rental rates that have a direct impact on the value of the property.
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Strengths / Amenities:

+ Shoreline School District: The quality and reputation of the school district are
very well known and will help continue to attract new residents.

» Location as a city: This creates tremendous access into Shoreline. Adjacent to the
City of Seattle, Shoreline has the ability to attract new businesses who want to
locate near Seattle, as well as residents who already work in Seattle.

» Aurora Corridor: This corridor is the heart of the city and future new development.
The Aurora Corridor improvements will become a catalyst for new development.

* Interurban Trail: This trail parallels the Aurora corridor extending through the city.
The trail project will create an opportunity for siting businesses that take advantage
of the trail and backside frontage and creating greater access and parking.

 Interstate 5: Having this access creates obvious opportunities for the workplace as
well as residents. Interstate 5 carries approximately 200,000 vehicles per day.

« Major National Entities: The city has many national and local quality retailers
within the City (ie: Cosico, Home Depot , Sears and many more). This provides the
opportunity to convey a healthy image to other potential businesses ready to
relocate.

Problem or Opportunity: The City of Shoreline currently seeks a clear,
comprehensive Economic Development Program that will provide current and future
City Councils with flexibility and multiple opportunities to vitalize the City in ways that are
congruent with community values and goals.

Local governments in the state of Washington are very restricted as to what they may
undertake in the area of economic development (RCW 35.21.703). Local cities are
limited as to direct participation in private economic development projects and how
public funds can be spent to attract private development.

The City should establish a way for your Council to select appropriate economic
development projects that will achieve your Council's goals and Comprehensive Plan to
improve the quality of life in Shoreline. By developing a program that has specific
approaches defined and clear definitions of tools available to achieve economic
development goals, your Council will be positioned to make better financial and political
decisions regarding projects to be undertaken.

In addition, your Council has recently selected a design allowing for improved
aesthetics, safety, access and mobility along the Aurora corridor. The City has already
secured approximately $19 million in state and federal grant funds and allocated up to
$ 8 million of the city Roads Capital Fund in the Capital Improvement Program to
complete the first phase between 145" and 165™. This project may serve as a catalyst
for redevelopment and featured improvements within the City. The opportunity to define
and begin economic development efforts is excellent at this time.
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Project Goals or Objectives: This report was created in order to outline the economic
development program that will assist your Council in making decisions about current
and future economic development projects. This program will:

1. Clarify your Council's expectations of successful economic development efforts.

2. ldentify economic development tools and resources as well as limitations, (e.g.
financial resources, permitted business incentives under state and local regulatory
authorities, etc.).

3. Define particular opportunities for economic development projects and establish
timelines, budgets, regulatory changes that may need to be made, and cutcomes to
be achieved.

4. Clarify how ongoing economic development activities will be conducted by your
Council and staff.

The Three approaches

Below is a table that summarizes the three different approaches from which your
Council may select the kind of strategy for staff to follow in pursuing economic
development projects. Your council may add, delete or move tools from one package to
another in developing the city strategy. it is assumed that each approach builds on and
incorporates the prior approach (i.e., Partnering includes all of Passive, etc.).

. PASSIVE PARTNERING PROACTIVE
Tools available o Business Retention | « All other tools ¢ All tools available
to achieve goals |« Property available under under passive and
Investigation passive strategy partnering strategies
e Education and plus: plus:
Answering ¢ Marketing/Image e Urban Renewal Plan
Questions s Brokering Deals » Condemnation
» Reactto proposed |e Attracting New > Land
projects by Businesses Assemblage
developers e Research for more » Relocation
grants > Financing or
« Implement Aurora Grant Seeking
Corridor Project e Joint Development
Legat None or very little Somewhat higher. Potentially very high.
implications Issues arising out of Issues arising out of too
variances, zoning, etc. | much government
More opportunities for | involvement in private
law suits to be filed. projects, relocation, etc,
Community None or very little Has potential to be Highly contentious.
acceptance / unless groups expect | contentious. Council / staff will have
reaction Council to make Council / staff may get | to take a strong
something happen. resistance about leadership role that may
certain projects. not be popular.
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Time it may take

Very long, maybe

Potentially shorter

Potentially shorter with

to achieve never. time to goal more City involvement
noticeable Very little influence by | achievement than a in making projects
change City. passive strategy. happen.

Higher influence by

City.
Annual $100K +/- $100K - $1M >$1 million

estimated cost

Can accomplish this
approach with current
level of effort.

Can accomplish a
limited amount of
partnering with current
levels of effort.

Acquisition, demolition,
relocation, land
assemblage, and legal
costs could be very
high.

Staff will be
doing these
activities:

* Answering
questions
Creating brochures
Meeting with
developers,
Chamber, etc. as
needed.

» Property inventory
as needed.

o Same activities in
passive plus:

e Creating
» 25 yr. vision of

City / re-fining
comprehensive
plan.

» Development
strategies with
brokers &
developers.

» marketing plan
for City.

» Examining City’s
financial
involvement in
projects.

e All of the activities in
passive and
partnering plus:

¢ Developing an
Urban Renewal
Pian.

» Seeking out specific
targeted areas for
City projects to
happen.

* {n essence, the City
becomes a
developer.

Note: For more detail on definitions and tools available for each approach, please
review Attachment A.

Identify Tools and Resources

Once your Council selects an approach, the Economic Development Coordinator will
conduct research and analysis to identify existing economic development resources that
are available using the desired approach. He will identify resources including legal
tools, policies and procedures guidelines, business inventory, land availability, natural
and built amenities, financial resources, and permitted business incentives under state
and local regulatory authorities.

Define Opportunities for Projects

City staff will provide your Council with various potential project opportunities {possibly
locations) that could achieve your economic development goals using the agreed upon
approach or strategy. Some of these projects may be directly taken out of the City's
Economic Development Element of the Comprehensive Plan. In these alternatives,
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staff will identify costs, timelines, and proposed course of action for creating the desired
economic development outcomes for each project.

Ongoing Economic Development Actions

Staff will identify opportunities, guidelines, and procedures for economic development
efforts at the City of Shoreline. Specific economic development plans, policies and
procedures will need to be created so that new projects may be considered and acted
upon swiftly over the years. Possible projects under this goal include things like
developer relations’ guidelines, business development procedures or plans, education
plans, and workshops.

Other Tools or Processes to Continue Successful Progress

¢ A confirmed, accurate inventory of existing businesses and industries in each of the
commercial districts in Shoreline.

» A market analysis of comparable business communities in geographic areas in the
region.

» A system for conducting the annual review of the comprehensive plan to maintain
current economic development goals and policies.

* A system that aliows the City to identify future economic development opportunities
through Customer Response Team / Code Enforcement/Community groups, building
permit applications, possible business license fee or any other outside sources.

* Resources for updating development regulations to support economic development
goals and policies. _

Resources for supporting improved business incentives allowed under state
regulations (e.g., legislative analyst or lobbyist).

Timelines and Phases:

Phase 1: Council adopts an approach in February, 2000.
Phase 2: Inventory of resources: Accomplished by June, 2000.

Phase 3: Project Identification: Within 2 months of an approved direction from your
council, a specific strategy of certain project development efforts can be created.

Phase 4: Ongoing maintenance of economic development: The work to accomplish
this goal will continue throughout the life of economic development in the City. The end
results may be manuals, videos, or some other documents that allow the department to
follow the process and/or vision of economic development in the City. Specific project
work programs will be drafted as necessary.

Summary

Approval by your Council of a strategy will provide staif with a work program to pursue
the Economic Development vision of your council and the Comprehensive Plan.
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RECOMMENDATION

Staff recommends that your Council direct staff to pursue the Partnering approach to implement
to implement the city’s economic development effort.

ATTACHMENTS

Attachment A — Background on Strategies or Approaches
Attachment B — Potential Projects Using Each Approach
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Attachment A

Background on Strategies or Approaches

Definition of Economic Development

“Change (can be} gradual, natural, non-cataclysmic and responsive to genuine
economic and social needs. Cities do not deteriorate overnight, and similarly,
are not reborn overnight. Quick fix responses at best, camouflage problems and
at worst, exacerbate them. Cities respond most durably in the hands of many
participants accomplishing gradually small bits, making small changes and big
differences at the same time.”

--Roberta Brandes Gratz. “The Living City”

This quote was chosen to help all those working on economic development efforts within the
City of Shoreline understand that economic development will occur over time—not as a quick
fix. It starts out as a vision of what we want the City to be in 20-30 years, and gradually
evolves through projects, education, and leadership. '

Economic development is difficult to define. Some might describe it as job creation, while
others may see it as improved aesthetics in the community. Others may see it as an increased
tax base, both from a business and residential perspective. Economic development could be
defined as: creating the look, feel, and revenue opportunities to support a thriving city for our
citizens; or creating opportunities for planned growth in ways that improve quality of life for
Shoreline citizens.

Something that is certain about economic development is that it is always market driven. We
know for sure that economic development starts with real estate and ends on refurm on
investment. Without available land (financially or physically), development or redevelopment
will not occur. Furthermore, what a City, developer, landowner, or business owner is willing to
do is all based on the economy at the time of development.

Strategies for Economic Development

As the City of Shoreline embarks on different strategies and directions for their economic
development effort, there are basically three different approaches. A description and examples
of each approach is presented below. We can identify them as the 3P’s.

1. Passive
2. Partnering
3. Proactive

Passive Approach To Economic Development

A passive strategy involves minimal effort and some facilitation. Using a passive strategy, the
City reacts to businesses, developers and citizens when they provide potential projects for
economic development. It is more of a reactive approach in nature, responding to the needs
and desires of the development community on as needed basis.
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Example of a project pursued with a passive strateqy:

A citizen group or developer identifies a particular parcel of land perfect for the iocation of
restaurant or hotel. The City might market the idea in the newspaper and through newsletters.
The City representative would be a liaison to the community that educates and markets the

City's ideas for economic revitalization and hopes that a developer and landowner will follow
the vision.

An important task the City can perform under a passive strategy will be to clarify and promote
the vision of the City as described in the policies of the Comprehensive Plan.

The City can capitalize on aiready planned infrastructure improvements as a means for
attracting new development or redevelopment (e.g., Aurora Ave.) and serves as a catalyst for
improvement.

Tools to achieve results using a passive strategy:
Business Retention: Retaining the desired businesses that are in alignment with the vision

through infrastructure improvements, education and marketing. Working with the Chamber of
Commerce in our efforts to try and retain quality businesses.

Property Investigation: (as needed) Identifying parcels of land available for specific
development projects, researching amenities, demographics, and providing data to
developers, land-owners, or project sponsors interested in coming to Shoreline.
Education/Answer Questions: Acting as a liaison to the business community to educate
them about construction loans, fagade improvement loans, and other available resources to
help them revitalize or expand their businesses congruent with City codes, values, and vision.

Ability for a passive strategy to reach desired goals:

If your Council adopts a passive approach to economic development projects, change will
mostly occur through market driven opportunities. Clearly the development community will see
Shoreline inviting new projects, but only if the right market/economic circumstances exist will
the projects become a reality. Council expectations will need to be more limited using a
passive strategy, because the City will not be able to lead/drive specific change. Elements of
the City's Comprehensive Plan may take longer to achieve because incentives and
disincentives are not as readily available as they are using other strategies. Under a passive or
reactive approach, our influence would have little or no effect.

e The financial implications of a passive plan are far lower than a proactive or partnering
strategy. Actual costs are primarily in developing a clear vision, and preparing marketing
and educational information tools. Opportunity costs include loss of potential revenue from
an increased tax base.

It may take more time to achieve the desired outcome projects because the City is
promoting and not leading specific change efforts.

» The City's vision might not become a reality. Market forces will drive what gets developed
or redeveloped.

o Legal costs are lower than the other two strategies.
» Current funding levels can support a passive strategy.
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Benefits of a passive strateqy:
« It has very little political risk.
e |t requires less money and leadership time.

» We could create a positive image for the City without using disincentives or becoming “too
overly governmental” in a market driven environment.

Effect on the image of the City:

e The image of the City more or less remains status quo. It only requires the City to
communicate and educate when asked. The City is an informer/facilitator instead of a
developer or project leader.

» Citizens who believe the City should have less involvement in business development will
embrace and encourage this strategy. People who think the City should do more to
improve the quality of life in Shoreline may question this approach.

» This action could also create a negative image in so much as, if nothing was accomplished
regardiess of the market, a passive effort would have been the cause of lackluster results.

Potential Community acceptance and implications:

Some people may see the work of the City as a ‘waste of time’ or ‘frivolous expenditure’ on the
part of the City. Some groups may see this approach as ‘money well spent’ if an actual project
is generated through marketing efforts.
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Partnering Approach To Economic Development

A partnering strategy involves more direct leadership and more facilitation, education, and
marketing. Using a partner strategy, the City acts as more of a catalyst for change rather than
directly involving its own funds in development projects or taking a leadership role. This
approach aliows the City to assist developers, landowners, and businesses in partnering to
make city-desired changes.

Example of a project pursued with a partnering strategy:

The City identifies a particular parcel of land ripe for redevelopment. The City initiates {or
brokers) a meeting between the landowner, new business owner, and or developer to identify
a project. The goal is to create a development agreement that creates a special quality
development that results in a win/win solution for the City and the project stakeholders.

In a partnering economic development strategy, the City’s role is to identify possible target
locations where redevelopment would be benefit the community. The City brings the
appropriate parties together to accomplish a certain project. The City provides infrastructure,
capital improvement projects, e.g. street improvements, sidewalks, curbs, assists with new
property configuration, zoning and permitting.

The GCity can capitalize on already planned and new infrastructure improvements as a means
for attracting new development or redevelopment {e.g., Aurora Corridor improvements will
serve as a catalyst for improvement).

Tools to achieve results in a partnering strateqy:

All of the tools available in the passive approach are available in a partnering approach. The
following tools would be additionally available:

Recruitment and Marketing (Public Relations): Invite new businesses and residents to the
City by creating a “City of Shoreline image” that is powerful and motivates new
businesses/residents to move into Shoreline. The City acts as a promoter for change and
creates positive excitement for projects to be developed here. The City can also piggyback on
planned infrastructure improvements (sewer, roads, telephony, etc.) to attract development as
well. (e.g., Aurora corridor improvements).

Brokering/Networking: Networking with developers, landowners, schools and institutions,
users and business owners to find possible development projects. Working closely with the
proper legal resource(s) to stay within the State regulated guidelines and procedures.

Ability for a partnering strategy to reach desired goals (per the vision):

If your Council adopts a partnering approach to economic development projects, change may
occur more rapidly, and with more visible results than a passive strategy might achieve. In
some cases, this approach may come close to achieving goals similar to a proactive strategy
without the higher costs and legal implications. ( Any legal implications can be determined at
time of Pre development meeting).

With a partnering strategy, the City will promote and facilitate change, and guide outcomes.
The vision outcomes will need to be more flexible using a partnering strategy because the City
will only be able to influence (not drive) specific change. Elements of the City’s vision may
take longer to achieve (compared to a proactive strategy) because incentives and
disincentives are not as readily available.
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Costs of a partnering strateqy:

e The financial implications of a partnering strategy are much lower than a proactive strategy
but could be considerably higher than a passive approach. eg, The partnering approach
would not require real estate acquisition, but would involve marketing, outreach, brokering
deals and working with the business community for business retention and recruitment.

* Legal ramifications are lower than a proactive strategy, but may be slightly higher than a
passive strategy. Legal issues may arise out of allowed variances, City involvement in
business issues, or design issues.

» To achieve desired results, the City may need to have a strong public relations or
marketing person/firm to promote the area with vigor and work collaboratively with other
public and private agencies to create development opportunities. Costs might include a
different or modified web site, advertising, signage, conferences and seminars. Funding
under this approach could run from $ 100,000 - $1 miflion depending on level of effort,
cooperation of principles, market conditions and many other factors.

» Some partnering activity may be supported with our current funding levels.

Benefits of a_partnering strategy:

 This sirategy allows the City to be somewhat proactive, somewhat involved, and still be in a
position to ‘strongly’ influence development. Qutside developers, community stakeholders
and brokers will look to the city for guidance, opportunity and direction. A partnership
approach (under the right conditions) can accomplish as much as a proactive approach
without the expenditures.

 This strategy takes less money and has less risk and much fewer political ramifications
than a proactive strategy.

» The City can target specific opportunities to facilitate development and focus our efforts in
those areas. We can be assertive, proactive, and influential without the heavy hand of an
Urban Renewal Plan, described in the proactive strategy section.

Effect on the image of the City:

« The image of the City is improved with developers and business owners who take
advantage of the target opportunities upon which we focus.

+ The image of the City may still be perceived negatively by some citizens or residents in the
early stages of redevelopment, but has the potential to be perceived positively by other
citizen groups and businesses. Primarily, those who see the City’s influence as a catalyst
to the development would share the positive viewpoint.

o The City may have the potential to become a showcase for new and innovative
development in targeted sites or specific projects.

Community acceptance and implications:

Adopting a partnering approach requires the Council to approve specific targeted opportunities
for development as identified by the City staff. The Councii may also need to approve
development agreements or other conditions to allow particular development projects to
occur. Citizens won't be seeing bond issues or other financial expenditures that could make
the headlines or draw a lot of attention to the City’s fiscal circumstances.
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Proactive Approach To Economic Development

The proactive approach to economic development means that the City and Council take an
aggressive, financial, and involved leadership approach to creating new development in the
City. The City would become a developer or at least a joint developer in certain projects. The
City would need to create an Urban Renewal Plan for developing non public uses.

Example of a project pursued with a proactive strategy:

The City identifies a parcel of land suitable for the development of a desired
office/administration building, with park-like amenities surrounding it. The land is currently
occupied by residents/tenants. The City decides this location is not desirable in its present
condition and would like to see the land developed into the pedestrian friendly office park
described earlier (per the vision).

To pursue this project the City (under the legal constraints of the state of Washington) could
either:
1. Create an Urban Renewal Plan( see below) that allows acquisition of property and the
ability to resell the property to a private developer.
2. Develop the property as a Civic Center/public use building. (Urban Renewal Plan not
required)

The City would still be responsible for relocating the present tenants/residents and other costs
of ‘exchanging’, the property or owning it. Or the City could influence the private sector to
acquire the land and develop it in the way the City would like to see it developed. The City
would then need to assist with land acquisition, infrastructure, demolition, relocation of
residents and/or any other GAP financing.

Tools to achieve results in a proactive strategy:

All of the tools available under the passive and partnering strategies are available in this

strategy as well. Additional tools include: .

Cash: The City could put a lot of money into a project and ‘own’ it for public purposes.

Joint Development: The City actually pays for some costs in developing a new project with

the private sector (i.e., capital improvements, infrastructure, land acquisition, development

costs, permitting fees, etc.)

Urban Renewal Plan: The City would create and adopt an Urban Renewal Plan that is in

alignment with the City’s vision and Comprehensive Plan. It may be one of the few tools

available under Washington State law that achieves aggressive and proactive economic

development results. With an Urban Renewal Plan, the following additional tools become

available to the City:

» Condemnation: A last resort to acquire property. May be used to eliminate blight, eliminate
multiple ownership, and improve health/safety conditions for citizens

» Acquisition: Purchasing property with City funds. The City can also resell the property to
the private sector.

» Land Assemblage: Assembling adjacent parcels of land to create a larger project suitable
for desired economic development resuits.

* Relocation: Making tenants/residents ‘whole’ after their property has been acquired.

e Financing/Grant Seeking: With an Urban Renewal Plan, more dollars may be available for
urban redevelopment. Without a plan, grant funding is difficult to obtain.
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Ability for a proactive strategy to reach desired goals (per the vision):

If your Council adopts a proactive approach to economic development projects, change may
occur more quickly, and with visible results in a potentially shorter time frame. There are more
opportunities to influence the market driven factors through the tools, technigues and policies
available in this approach.

Costs of a proactive strateqy:

Time to prepare an Urban Renewal Plan can be extensive and expensive. It generally
involves citizen participation and legislative approval as required by law.

Requires substantial funds to not only prepare the plan but also land acquisition, refocation
demolition, site clearance / clean up. Cost's could run into the $10’s of millions, depending
on the size and type of project.

Potential legal battles may arise.

To aggressively go after projects, more consultants/ staff and or outside sources may need
to be hired.

The current budget does not support proactive activity.

Benefits of a proactive strategy:

Quality of projects will be more in alignment with the city’s vision and values.

The types of projects that the Council would like to see developed, can be chosen by the
City.

City driven design and influence of project results. A strong proactive approach would
certainly require additional consultants, atiorneys and or staff.

Although it takes time to create an urban renewal plan, implementation would be quicker
and resuits could be more certain. (provided the market is right)

A proactive approach could be focused.on a specific project vs. an area.

A proactive approach could aiso serve as an alternative or a |ast resort approach to a
specific targeted opportunity.

Effect on the image of the City:

The image of the City may be perceived as “heavy handed” by the business community
and residents.

The term “ Urban Renewal” and condemnation will be perceived as negative.

The image of the City is improved with developers, some business owners and some
residents who see this as a great place for new opportunities and to create new projects.
The City may have the potential to become a showcase for new and innovative
development and projects.

Commupity acceptance and implications:

This approach will require significant cohesion and leadership at the City Council level.
The council may have to make very difficult and unpopular decisions for the benefit of the
whole of the community not special interest groups.

Adopting a proactive approach can be very precarious and create animosity within the
community.

This approach could certainly create alienation with the City Council and portions of the
business community.




Attachment B

Potential Projects Using Each Approach

Once a particular approach is agreed upon by Council, under phase #3, staff will bring

-to your Council some specific projects that could be undertaken to forward our
economic development efforts. Here are some examples of projects that might be
considered using each approach:

PASSIVE

1. Work in conjunction with the Chamber of Commerce to create marketing brochures.

2. Educating developers, citizens, and business owners about our vision. (Primarily,
when asked).

3. Identifying potential areas the City wants to see developed, and mentioning them at
seminars, breakfast meetings, and other opportunities to network with developers
and business owners.

PARTNERING

1. Same as above

2. ldentify a parcel of property suitable for a new housing, or retail complex. Work with
property owner and or new developer to sell / acquire for new proposed project.
Could eliminate a blighted condition, stimulate the area for new projects, increase
property values, jobs, housing and property and or sales tax,

3. Remove blighted conditions in areas to create an opportunity for new business to
exist which creates jobs and tax revenue for the City. (example:

4. ldentify underutilized properties by getting together with property owners, and
introducing them to developers to create a whole new development.

5. Create generic drawings / visuals that provide examples of development at certain
locations.

PROACTIVE

1. All of the above in passive and partnering.

2. Form an Urban Renewal Plan or Project(s) to allow the City maximum incentives
and disincentives fo create the vision of the City through economic development
efforts.

» Buy a piece of property suitable for an office building, housing or some other
desirable project, and resell it to a developer to develop what the City feels would
help improve the community.

» Purchase a piece of property and sell it to the private sector to have it developed
into something that is not for public purpose specifically.

» Establish a joint development agreement that allows the City and a developer to
jointly share in the cost of developing a property.

3. Purchase a piece of property that is underutilized or in a prime location suitable for
public purpose, eg: City Hall, Administration Buildings, Police Department or any
other public use.




Partnering Tools and Techniques

Washington local governments are very limited as to what they may undertake in the
area of economic development. For cities, the statutory provision is in RCW 35.21.703.
The statute does not define economic development. The original intent of the statute

was to enable cities to join and pay dues to economic development councils and
consortiums.

Due to strict constitutional limitations, cities and counties in Washington State have very
few avenues open for direct participation in private economic development projects.
There are potential legal issues regarding the loaning or gifting of public funds. The
State of Washington is one of the more restrictive in the nation in regard to how public
funds may be utilized to attract private investment. Specifically, Article Vill, Section 7
of the Washington State Constitution provides:

No county; city, town or other municipal corporation shall hereafter give any money, property, or
loan its money or credit to or in aid of any individual, association, company, or corporation, except
for the necessary support of the poor and infirm.

A city or county does not have direct authority to construct and operate industrial and
commercial facilities, or to pay city funds out for the purpose of attracting private
industrial development, neither does the city have indirect authority to pay an industrial
development council (not municipal corporation) for performing those functions [Morgan
Jacobson & James Pharris, MRSC Information Bulletin No. 432 (1985).].

Most typical municipal economic development efforts include tourism, facilitating
industrial development through land use policies, and creating the infrastructure
framework that supports economic development activities. All activities must be for a
proper public purpose and not in violation of the state’s constitutional restrictions on the
giving of money.

In order to carry out a partnering strategy in the City of Shoreline, the following
represents our tools and opportunities available for economic development:

Legal Tools and/or Permitted Business Incentives

Business Incentives Legal Tools

Work with the Chamber of Commerce Jomn Local Govt. Economic Development
Authorities.

King County Economic Development Street vacation, Collaborating with King

Council to promote the entire city. County EDC.

Public / Private Partnerships (schools) Facilitator, promoter, regulator

Business Licensing Implement a business tax

Building of infrastructure such as roads, Property takings, Grant funding, voluntary

sidewalks, lighting, etc. acquisitions.
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Policies/Procedures/Guidelines

Document Available Tool How It Is Used for ED

Comprehensive Plan Establishes the expectations | A guide to developers and
of future development in the | residents who want to know
community. what will be expected of

their projects.

Development Code

Establishes the allowable
uses and development
guidelines for properties
within the City.

Will help define possible
opportunities for
development.

Aurora Corridor District
Overlay

Establishes the allowable
uses for properties along the
Aurora Corridor

Will help define better uses
of properties in the area,

Business Licensing

A tool for City and
Chamber of Commerce

Currently does not exist.

By creating a business
license program, the City
can monitor businesses
coming into or leaving the
City.

Targeted Development Inventory EXAMPLES ONLY

Business Name (if any) Description of Business or | The Opportunity For Approach
Property Location Economic Development
Top foods..site 5 acres, 175" Street, good Development of a complex | Passive /
gateway to City. Partnering
Park & Ride Site 5+ acres, 192" and Aurora. | Build a Leaming Tech.
192" and Aurora Center and mixed use Partnering
complex. Possible site for
new office buildings and
housing (mixed).
Mobile Home Park 8+ acres, on Echo Lake. Possible site for mixed use
or office complex. Passive
Excellent site in Center of
City to draw focus.
Aurora Square 20— 30+ acres, 160" and | New destination retail site. | Partnering
Westminster Way. Entertainment, and mixed
use available.
QFC Site 5+ acres, 185” and Aurora | Possible site for new retail | Partnering
complex.
Walgreens site 1.5 acres, 145" and Aurora, | New retail store with City | Partnering
good gateway to the City. monument.
Re-development of Various Opportunity to attract Partnering
residential sites higher density housing.

There may be other sites that could be potential opportunities for re-development.

These were the few that have the best possibility to change in the next few years.
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Land Availability

The City’s Economic Development Coordinator would need to conduct  land inventory study to
determine what iand is available to be developed. We need to determine available vacant land
and land available for assemblage (possible joining with multiple properties). To conduct this
kind of study, the Economic Development Coordinator would need to physically inspect and
investigate specific properties. The time it would take to conduct this study would be dependent
upon how much of the City was to be considered in economic development efforts. If the target
is along the Aurora corridor, this study could be completed in a few weeks.

Amenities / Opportunities on which to Capitalize

Amenity Description of Location Opportunity for Economic
Development
Interurban Trail Natural trail along the Siting businesses that take
Aurora corridor, extending | advantage of the trail and
through the City. Excellent | backside frontage, utilizing
site for walking/biking, etc. | greater access / parking.
Echo Lake 8+ acre lake surrounded by | Re-development of some
residential/commercial portion of the property next
Other Parks area through communities. to the lake to eliminate
city. blight and create new uses.
Shoreline School District Through out the city Quality Reputation will
& help attract new residents.
Community College,
Learning Center Along Corridor. Create new Development.
Our location as a City. Adjacent to Seattle We may be able to attract
Interstate Freeway Access businesses who want to
locate near Seattle. Also
Aurora Corridor Heart of new Development | attract residents “:’ho want
' to work here and in Seattle.

Financial Resources We Can Foster

Due to the fact that the City can’t spend money directly on private projects, we are
limited as to what we can do to foster development. Below are some of the altemnatives
we have available to us:

 Broker financial institutions with developers and land owners. (Facilitate meetings
and exchange phone numbers).

» Networking together with developers to create funding through joint development
efforts.

Working with lending institutions to assist with project funding.
Reduce permitting fees and/or provide zoning variances.
Build additional infrastructure and/or amenities to complement projects.

Grants and specific loans may be available to the City for building certain projects.
These would have to be explored on a project-by-project basis.
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Targeted CIP projects to improve street environment and access. (e.g., Aurora Bivd.)
if we want to explore specific projects and how to finance them, we would need to hire

- an economic development or financial expert (attorney) to assist us with the legal
implications of the projects we are considering.




