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Executive Summary

This report was prepared for BD Village Partners, LP and BD Lawson Partners, LP
(“Developer”) by Development Planning & Financing Group, Inc. in order to provide an
updated, comprehensive and cumulative Phase 2 Fiscal Impact Analysis (“Phase 2 Updated
FIA™) to determine the estimated shott and long term revenue surpluses and deficits on the City
of Black Diamond (“City™) in connection with Phase 2 of the Master Planned Developments,
known as The Villages and Lawson Hills , approved by Black Diamond Ordinance No. 10-946
and 10-947, respectively, on September 20, 2010. This Phase 2 Updated FIA was drafted to
satisfy the requirements of the City’s MPD Ordinance (BDMC Ch. 18.98), conditions of
approval contained in Black Diamond Ordinance No. 10-946 and Ordinance No. 10-947 (“MPD
Permit Approvals”), and the Development Agreements, for The Villages MPD and Lawson Hills
MPD both dated December 12, 2011 (“Development Agreements™). Pursuant to the MPD
Permit Approvals and Scction 13.6 of the Development Agreements, on March 15, 2011, when
the Developer submitted The Villages MPD Phase 2 Plat A application, i.c., the first
implementing permit for Phase 2, the Developer also submitted for the Designated Official’s
review and approval a fiscal analysis for Phase 2 dated March 15, 2011 by DPFG. On
September 30, 2013, the City provided its comparable cities selection for Phase 2 to the
Developer and subsequently provided to the Developer the supporting data and analysis for its
selection. Based on the new information provided by the City, DPFG was asked by the
Developer to prepare this Phase 2 Updated Fiscal Impact Analysis.

This Phase 2 Updated FIA covers the first phase (“Phase 1A”) and second phase (“Phase 27) of
The Villages MPD and Lawson Hills MPD consisting of approximately 514 acres — currently
designed with 1,939 residential units and 190,000 square feet of commercial development. An
estimate of the total number of residential units, average non-residential square footage, and
initial unit values for Phases 1A & 2 is identified in Table /4.

Development of Phases 1A & 2 is anticipated to occur over an approximaie six (6) year time
period, starting in 2016 and ending approximately in 2021. The

At Buildout, Phases 14 & 2 Developer has caused to occur substantial research regarding the
provide: absorption schedule for Phases 1A & 2 and hereby submits the
o Annual surplus of absorption schedule summarized herein and detailed in Table /4
approximately $23 as the most likely buildout scenario for Phases 1A & 2. Table IB
thousand and Table IC provide a more detailed breakdown of the
o A General Fund individual absorption of Phases 1A & 2.
balance of
approximately $9.2 Based on conversations with the Developer and the City of Black
million Diamond, DPFG has designed many aspects of this FIA to
e REET revenues of over | produce a conservative result while maintaining the most
$4.7 million reasonably accurate report possible. To this end and consistent

with Section 13.6 of the Development Agreements, all one-time

revenue generators (e.g. permit and impact fees) associated with Phases 1A & 2 have been
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excluded from this analysis of the City’s General Fund. This analysis further does not assume
any other phase of development within the MPDs, other than Phases 1A & 2 is occurring within
the 2021 timeline (i.e. commercial development in the Northern Triangle).

Additionally, Phases 1A & 2 will generate approximately $4.7 million in new Real Estate Excise
Tax (“REET”) for the City’s capital improvement and project funds. These REET revenues
generated by Phases 1A & 2 can be used by the City to provide additional facilities and
infrastructure that may serve Phases 1A & 2, and the remainder of the City. Although REET
revenues are calculated by the FIA, they are not included in the tables and graphs describing
Phases 1A & 2 surpluses or deficits because it is assumed that all REET will be utilized by the
appropriate City special funds to finance additional City infrastructure not associated with
Phases 1A & 2. Presented below in Figure I is the General Fund Modified Annual Surplus /
{Deficit) (revenue less expenditures) for each year. One-time revenue generators, secondary
economic benefits and REET are not shown in Figure 1.

The Fiscal Impact Analysis Summary, attached as Table 2, shows that Phases 1A & 2 are fiscally
positive with a General Fund surplus for the City of Black Diamond of approximately $23
thousand annually in 2023, two years following the build-out and occupancy of Phases 1A & 2.
From Fiscal Year 2016 through 2023, Phases 1A & 2 will generate approximately $29.4 million
(including $6.9 million from the Funding Agreement) in revenues and incur $25.8 million in
costs for the City’s General IFund, thereby generating a net fiscal surplus for the City of Black
Diamond. :

The reader should be aware that any FTA is only as accurate as the assumptions and
methodologies used to calculate its results, and actual results may vary from these estimates as
events and circumstances occur in a manner different than described in the FTA. As such, this
FIA is intended to be a living document, being updated with current data and assumptions on a
case by case basis.

Page 5 0of 19



Figure 1 - General Fund
Modified Annual Surplus / {Deficit)
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City Information

The City of Black Diamond was incorporated on January 20, 1959. The City is 6,725 square
miles, located east of Kent and Covingion, and approximately 30 miles south-east of Seattle.

Per the Office of Financial Management, the City of Black Diamond is currently home to
approximately 4,170 residents. The Comprehensive Plan indicates the median home price in the
City in 2006 was $418,000, and that the median sales price in July of 2007 ranged from
$325,000 to $387,000. According to November 2010 data collected from the online real estate
tracking website Zillow.com, the median sales price of an existing single family home is
$277,700. Pursuant to the State of Washington document titled “Estimated Median Household
Incomes and Financial Hardship Levels for Communities in Washington State, Updated for Use
with the Fiscal Year 2008 Funding Cycle”, the median household income is $81,117. Pursuant
to the American FactFinder for the State of Washington, there are approximately 455 employees
within the City. The largest employers are the Enumclaw School District, the City, Palmer
Coking Coal Company and Anesthesia Equipment Supply Company.
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1. Introduction

Purpose of Report

This report was prepared for BD Village Partners, LP and BD Lawson Partners, LP
(“Developer”) by Development Planning & Financing Group, Inc. in order to provide an
updated, comprehensive and cumulative Phase 2 Fiscal Impact Analysis (“Phase 2 Updated
FIA”) to determine the estimated short and long term revenue surpluses and deficits on the City
of Black Diamond (“City”) in connection with Phases 1A and 2 of the Master Planned
Developments, known as The Villages MPD and Lawson Hills MPD, approved by Black
Diamond Ordinance No. 10-946 and 10-947, respectively, on September 20, 2010. This Phase 2
Updated FIA was drafted to satisfy the requirements of the City’s MPD Ordinance (BDMC Ch.
18.98), conditions of approval contained in Black Diamond Ordinance No. 10-946 and
Ordinance No. 10-947 (“MPD Permit Approvals™), and the Development Agreements, for The
Villages MPD and Lawson Hills MPD both dated December 12, 2011 (“Development
Agreements”). Pursuant to the MPI) Permit Approvals and Section 13.6 of the Development
Agreements, on March 15, 2011, when the Developer submitted The Villages MPD Phase 2 Plat
A application, i.e., the first implementing permit for Phase 2, the Developer also submitted for
the Designated Official’s review and approval a fiscal analysis for Phase 2 dated March 15, 2011
by DPFG. On September 30, 2013, the City provided its comparable cities selection for Phase 2
to the Developer and subsequently provided to the Developer the supporting data and analysis
for its selection. Based on the new information provided by the City, DPFG was asked by the
Developer to prepare this Phase 2 Updated Fiscal Impact Analysis.

Organization of Report

The report describes Phases 1A & 2 and related development absorption, scope, methodology
and assumptions applied in the FIA; a description of the FIA methods for calculating revenues
and expenditures; and the conclusions of the FIA during and after the projected buildout
timeline.

II. Phases 1A & 2 Description

Locations, Land Uses and Assumptions

Phases 1A & 2 of The Villages MPD and Lawson Hills MPD consists of approximately 514
acres of property as identified in Exhibit K of the Development Agreements.

Residential Development
Phase 1A is anticipated to yield 782 residential units of various product types, while Phase 2 is

anticipated to yield 1,157 units. Pursuant to buildout and phasing information prepared by the
Developer, product types will range from for-rent apartment buildings t6 single family homes on
approximately 5,000 square foot lots. Pursuant to information prepared by John Burns Real
Estate Consulting, LLC on behalf of the Developer, the report estimates these units will range in
price from $190,550 to $500,252 in 2016.
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Non-Residential Development

Phase 1A is anticipated to yield approximately 190,000 square feet of non-residential
development, with 160,000 square feet of retail and 30,000 square fect of office space. Phase 2
does not have any planned non-residential development.

Absorption / Phasing

Phases 1A & 2

The Developer provided information which assumes an uneven absorption of residential units
per bulk sale phase (See Table 1B and IC). The first bulk sale of land will occur in 2015, and
the first residential units will close in 2016.

The FIA assumes an uneven absorption of the non-residential land uses due to the Developer’s
assessment of unmet retail and office demand in the general market area. Non-residential
development is expected to absorb from 2017 to 2020.

III.  Fiscal Impact Analysis

Summary

Phases 1A & 2 encompass approximately 514 acres of land in the City and the Villages and
Lawson Hills MPDs. An initial estimate of the total number of residential units, average non-
residential square footage, and initial unit values for Phases 1A & 2 is identified in Table /.

The Developer has caused to occur substantial research regarding the absorption schedule for
Phases 1A & 2 and hereby submits the absorption schedule summarized herein and detailed in
Table 1 as the most likely buildout scenario for Phases 1A & 2.

Sources of Information and Methodology Used in FIA

Data Sources

Information used in preparing the FIA was obtained from the following sources: (1) the 2011,
2012, 2013 City budgets, (2) John Burns Real Estate Consulting, (3) Conversations with King
County Staff, (4) Conversations with the Developer, (5) the City’s Comprehensive Plan, (6) the
MPD Ordinance (BDMC Ch. 18.98), (7) Comparable cities selection and analysis from the City,
(8) the MPD Permit Approvals and Development Agreements, (9) Developer’s anticipated unit
count and product mix' for Phases 1A and 2, and (10) the Washington State Department of
Revenue (“DOR”), the Washington State Department of Financial Management (“DOFM”), and
those data sources referenced by the PSRC, including the Federal Bureau of Labor Statistics
(“BLS”) and the US Census.

Methodology — Revenues & Expenditures
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The methodology utilized in the FIA was chosen based on a careful review of the requirements
of the MPD Ordinance, the City’s Comprehensive Plan, The Villages MPD and Lawson Hills
MPD Development Agreements, and discussions with the Developer and City staff, While there
are alternative methods available to prepare a FIA for Phase 2, a combination of per capita
analysis, case study, and comparable cities analysis were used to determine the impact of Phase
2 in accordance with Section 13.6 of the Development Agreements. In the case of Street Funds,
Real Estate Excise Tax I & II, and the Stormwater Fund, DPFG used the case study method in
accordance with Section 13.6 of the Development Agreements. For example, REET are directly
influenced by unit and land prices, and DPFG used the case study methodology to estimate these
revenue sources.

With the exception of property taxes, sales taxes and the previously mentioned special revenue
funds, a majority of the revenues and expenditures have been calculated on a per-capita basis.
The per-capita methodology assigns revenues or costs per person served based on the 2013 City
budget and City population. At this time DPFG and the Developer do not have knowledge of the
City’s future staffing and levels of service for any depariments, and future revisions to this FIA
could incorporate updates to the City’s Comprehensive Plan or other City planning documents.
The FIA assumes the City provides services to 4,170 residents and 455 employees. An
employee is assumed to generate 50% of the revenue and have 50% of the impact of a resident,
so the persons served by the City is calculated as: 4,170 + [50% x 455] = 4,397.

The only expenditures not analyzed using the per capita method are police, fire, parks &
recreation, and public works. These cost categories have been analyzed by the comparable city
approach. The City and Developer agreed to use the 2013 budgeted expenditures for the City of
Sumner (Police and Public Works) and the City of Poulsbo (Fire and Parks & Recreation). The
comparable cities were then researched to see if any cost items needed adjustments, and finally a
cost per capita for these services were then used in this FIA.

As property taxes are dependent on the market value of each new residential unit or non-
residential building, the FIA has calculated property tax revenue based on the estimated taxable
value of development multiplied by the levy rate for each applicable property tax paid to the
City, including any levy lid lifts that have been authorized. The FIA has calculated sales tax
revenue as follows: (i) Sales tax from businesses in the City is calculated based on typical retail
sales per square foot or per employee from the type(s) of businesses expected in the new
development, in an effort to stay conservative, and because exact square footage of restaurants
and taverns is unknown at this time, we have applied average sales per square foot to all retail;
(ii) Sales tax from sales to residents and businesses in the City from businesses outside the City
is calculated based on typical sales tax per capita and per employee or square foot in the new
development from sales from businesses outside the City; (iii) Sales tax from sales to new
residents in the City from existing businesses in the City is calculated based on the lesser of (a)
typical sales taxes per capita and per employee of new development from sales from existing
businesses in the City or (b) the percentage of household income spent on retail goods captured
by the existing businesses in the City; and (iv) Sales tax from new construction is calculated
based on value of taxable materials for construction of the new development. In an effort to be
conservative, the FIA also calculates a per-capita amount based on the 2013 budget and retail
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opportunitics of sales taxes per resident, and only the lower amount of sales taxes generated by
either one of these methods is utilized in any particular year examined by the FIA.

Methodology - Levels of Service

Pursuant to a review of the City’s budget and staffing levels, as well as a review of the current
MPD Funding Agreement between the City and the Developer as set forth in Exhibit N of the
Development Agreement (“Funding Agreement”), DPFG and the Developer decided to prepare
the FIA with the assumption that all City General Fund expenditures will be funded at 100% of
their current per capita amounts with the exception of police and fire services, as described

below.

The Police Department is assigned a level of service factor of 83% based on the City of
Sumner’s 2013-2014 budget which identifies the current police staffing level of 24. The City of
Black Diamond Comprehensive Plan calls for 17.35 total staff to provide adequate levels of
service for up to 10,000 residents, or 1.735 officers per 1,000 residents ratio. To account for the
reduction in additional officers, a calculation was done to address the required decrease in
budget. The formula uses the 17.35 officers required, divided by the current budget funded
officers of 24 (17.35/24 = 72%). In an effort to be conservative, DPFG noticed that the City of
Sumner staffing level was significantly higher in the administration positions. DPFG eliminated
three administrative positions from the calculation (17.35/21 = 83%). Instead of using 72% of
the budget, this analysis uses 83%.

The Fire Department is assigned a level of service factor of 93% based on the City of Poulsbo’s
2013 budget, which identifies the current fire staffing level of 38 paid firefighters or 1.5 per
1,000 population. The City of Black Diamond Comprehensive Plan calls for 1.4 paid firefighters
to provide adequate levels of service for up to 10,000 residents. To account for the reduced
staffing level in Black Diamond, a calculation was done to address the required decrease in
funding. The formula uses the 1.4 officers required, divided by the current budget funded
officers of 1.5 (1.4/1.5 = 93%)).

Methodology — Efficiency Factors

One common method of estimating future expenditures is to apply an efficiency factor to the per-
capita costs to account for the incrementally decreased costs associated with adding each
additional resident or employee. In an effort to be conservative, all of these efficiency factors
are shown at 100% in the FIA (i.e., zero efficiencies). As with the level of service factors, these
efficiency factors are anticipated to be updated when the City finalizes its requirements for future

staffing levels.

Methodology — Land Use
The FIA combines all types of residential land uses, from apartments to single family homes as
well as office and retail development planned for Phases 1A & 2.
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IV. General Assumptions

A more comprehensive overview of the general assumptions utilized in the FIA is summarized
below in Figure 2:

Figure 2
Phases 1A & 2 Combined Data

Anticipated Development Totals

Residential (a) 1,939 units

Retail (2) 160,000 sq. ft.

Office (a) 30,000 sq. ft.
Anticipated Absorption

Residential (b) +/- Uneven, as shown in 7able [

Retail / Office (b} +/- Uneven, as shown in Table 1
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Unit Pricing B
Residential — 2016 Values

Product Finished Lot Finished House
Multi-Family For Rent () $10,610 $190,550
Multi-Family For Sale (©) $79.175 $232,914
Multi-Family Townhomes (c) $91,116 $280,358
Live/Work Towns (©) $97,983 $301.486
Single Family Attached (©) $99.758 $306,948
35 X 75 Alley - Bungalows (c) $98,378 $302,701
Duets Alley (c) $96,889 $298,121
35 X 90 Alley (c) $106,159 $326,643
40 X 85 Alley (©) $115,631 $355,789
50 X 80 Alley (c) $134,254 $413,089
45 X 80 Alley (© $112,811 $347,110
Cottage (© $96,907 $298,177
40 X 90-100 (©) $123,353 $379,548
45 X 100 (©) $139,256 $428.481
50 X 90-100 (© $150,964 $464,504
55 X 90-100 (© $162,582 $500,252
65 X 80-90 (©) $159,425 $490,538
45 X 110 Alley w/Carriage (c) $151,502 $466,159

Non-Residential — 2016 Values

Product Per 8q. Fi.
Retail (d) $150
Office (d) $150

Fiscal Modeling Inputs

Initial Property Tax Rate to Black Diamond

$ per $1,000 Assessed Value levy rate (e) $2.83

Annual Turnover Rate

Single Family ® Once per 14 Years (7.14%)
Multi Family (f) Ongce per 20 Year (5.00%)
Sales Tax Assumptions

Household Income as a % of Unit Value (g) 28.1%

Retail Expenditures as a % of Income (&) 30.0%

% of Retail Expenditures Captured in City (g) 30.0%

Taxable Sales per Sq. Ft. / Retail (h) $269

Taxable Sales per Sq. Ft. / Office (h) $0
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b
Population & Employment Data

Population ‘

Resident Population ) 4,170
Employee (1) 455
Resident per Household

Single Family 0 2.70
Multi Family §)] 1.85
Employee Data

Retail sq. ft./employee & 1,246
Office sq. ft./employee (k) 434
Footnotes:

(a) Based on Developer information.

(b) Based on Developer information,

(c) Based on John Burns Report, page 20 & 21 (April 2014).

{(d) Based on John Burns Report, page 4.

(e) Based on 2013 City of Black Diamond Budget.

(f) Based on average residential furnover rate statistics.

(g) Estimates based on Federal Bureau of Labor Statistics “Consumer Expenditure Survey” for
2002 for the West Region.

(h) Taxable Sales per Square Foot based on “Estimating Retail Sales per Square Foot” reported
by Center for Community Economic Development. CPI adjusted to 2013 dollars.

(i) Per City of Black Diamond Comparable Cities selection (September 30, 2013).

(3) Section 9.5.4 of The Villages and Lawson Hills MPD Development Agreements.

(k) Per Energy Information Administration (2003 Office Energy Statistics from the U.S.
Government),

V. Projected General Fund Revenues

Summary of Revenues

Phases 1A & 2 are estimated to generate approximately $693,991 in revenue for the City’s
General Fund in 2016, the first year of residential finished home sales. In 2023, two years
following build-out, Phases 1A & 2 are estimated to generate $4,003,366 in revenues. The FIA
utilizes property tax, sales and use tax, building and occupancy tax, solid waste tax, TV cable
tax, telephone tax, electrical tax, water utility tax, wastewater utility tax, stormwater tax, gas tax,
gambling tax, licenses and permits, intergovernmental, charges for services, community
development revenue, police revenue, municipal court revenue and miscellaneous revenue
generated specifically for the General Fund (See Table 3). The calculations of estimated revenue
for property and real estate excise tax, and sales and use tax, are presented in Appendix A: Tables
A through C. The calculations of estimated licenses and permits, other taxes, charges for
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services, state shared revenues, surface water management fee revenue, court fine and forfeit
revenue and miscellaneous other revenue are presented in Appendix A: Table D. The FIA
assumes a 0.00% escalation rate for all per-capita revenues and expenditures. All General Fund
revenues are calculated in Appendix A: Table E, and are shown in General Fund summary in
Table 2. A summary description of the funds is explained below.

The development of new homes and retail space will generate jobs in the construction ficld and
also generate demand for a variety of inputs (e.g., building materials, architectural and design
services, etc.), many of which may be purchased locally. These revenue generators and
secondary cconomic multipliers resulting from and associated with construction activity during
build-out of Phases [A & 2 are estimated to provide an additional $2,478,878 in sales tax
revenue to the City (See Table 11).

Real Property Tax
As shown in Appendix A: Table A-10, by 2023 Phases 1A & 2 are estimated to have an assessed
value of approximately $703 million. The City has a maximum levy rate of $3.10 per $1,000 of
assessed valuation. The FIA assumes the City will receive property taxes at $2.83 per $1,000 of
assessed valuation for Phases 1A & 2 starting in 2014.For purposes of this FIA it was assumed
the levy rate would be held constant, and did not assume any new construction other than Phases
1A & 2 from 2014 through 2023. Detailed yearly calculations are on Tuble 4. Bach year the new
levy limit calculated based on the following formula:
e 1% increase in the prior year levy, plus
e New construction assessed value times last year’s levy rate, equals
Total levy limit factor;
If there is a levy lift, this may also adjust the levy limit as follows:
»  Regular levy less annexations assessed value divided by 1,000 times levy lift rate,
plus
» Total levy limit factor levy from above, equals;
= Total allowable levy
e New Levy Rate = Total allowable levy divided by regular levy less annexations
assessed value times 1,000,

Example:
Normal Years

(a) Prior year levy of $100,000 + 1% increase = $101,000
(b)  Last year levy rate of $1.175 per $1000 x New Construction of $50,000 = $58.75
(c) $101,000 + $58.75 = $101,058.75 = Cwrrent Year Total Tax Levy

. The FIA assumes a 0% market value escalation rate for the current assessed value of propetty
within the City. Pursuant to Washington State Property Tax Law, revenues may only increase on
existing development by 1% per year. Under these assumptions, the revenue is approximately
$388,245 in property taxes in 2016 and $2,081,164 per year in property taxes in 2023,
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Personal Property Tax

The City receives Personal Property Taxes which services the incorporated area and including
Phases 1A & 2. Personal Property taxes are based on the assessed value of the personal
property, such as boats and recreational vehicles for residential and furniture and equipment for
businesses. Based on the assessed valuation information from the County, it is anticipated
Phases 1A & 2 will generate approximately $3,449 per year in personal property taxes in 2016
(the first year of residential occupancies) and $17,224 in 2023.

Sales and Use Tax

The sales tax revenue was calculated per Section 13.6.2 of The Villages MPD and Lawson Hills
MPD Development Agreements for: (i) sales by businesses in the Project, (ii) sales to residents
and businesses in the City from businesses outside the City, and (iii) sales to new development
by existing businesses in the City, and (iv) sales of construction materials for new construction.
Sales tax from businesses in the City was calculated based on typical retail sales per square foot
or per employee, in an effort to stay conservative, and because exact square footage of
restaurants and taverns is unknown at this time, we have applied average sales per square foot to
all retail. Sales taxes from sales to residents and businesses in the City from businesses outside
the City was calculated based on typical sales taxes per capita and per square foot in the Project
from businesses outside the City. Sales taxes from sales to new residents in the City from
existing businesses in the City was calculated based on the lessor of (i) typical sales taxes per
capita and per employee of new development from sales from existing businesses in the City, or
(it) the percentage of household income spent on retail goods captured by the existing businesses
in the City. See Appendix A, Tables C-1 through C-10. Sales tax revenue from construction
materials for new construction was calculated separately in Table 11.

Gambling Taxes

The City receives a Pull Tabs and Punch Boards Tax which services the incorporated arca
including Phases 1A & 2. Pull Tabs and Punch Boards taxes are assessed on permitted gambling
activities that occur within the City. Based on the Budget, it is anticipated Phases 1A & 2 will
generate approximately $676 per year in 2016 and $3,443 in 2023.

Utility Taxes

The City receives Utility Taxes which services the incorporated area including Phases 1A & 2.
Utility taxes are the taxes imposed on telephone, telegraph, electrical energy, natural gas, solid
waste, and water at a rate of 6%. Storm water utility tax is calculated scparately in the storm
water fund portion of the FIA. Based on the Budget, it is anticipated Phases 1A & 2 will
generate approximately $117,392 per year in 2016 and $601,147 in 2023,

The water utility tax revenue has been calculated excluding the homes that are within the
disputed water service area. This was done to stay conservative, in case the Covington Water
District is ultimately the water supplier for those homes. The land uses excluded from this
portion of the analysis are shown in Yable 15. The general fund costs associated with serving
these homes have not been eliminated, and this is again to maintain conservatism in the analysis.
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Licenses and Permits

The City receives revenucs from Business Licenses, Franchise Fees and Gun Permits which
services the incorporated area including Phases 1A & 2. Based on the Budget, it is anticipated
Phases 1A & 2 will generate approximately $18,477 per year in 2016 and $94,107 in 2023.

Intergovernmental Revenue

The City receives revenue from the State, other than grants, for taxes collected by the State
which are distributed to cities and other governmental entities on a per capita basis. A major
portion of this revenue is from the street gas tax and local criminal justice funds. Additional
sources of revenue are allocated from the Liquor Excise Tax and Profits, Vessel Registration
Fees and Fire District 17 contract fees, which are distributed on a per capita basis. Based on the
Budget, it is anticipated Phases 1A & 2 will generate approximately $32,250 per year in 2016
and $164,251 in 2023.

Community Development Revenues

The City receives revenue from various fees related to land use and construction activities, as
identified in the City’s budget, which service the incorporated area including Phases 1A & 2.
Based on the Budget, it is anticipated Phases 1A & 2 will generate approximately $15,839 per
year in 2016 and $80,668 in 2023.

Charges for Services

The City receives revenue from various services, as identified in the City’s budget, which service
the incorporated area including Phases 1A & 2. Based on the Budget, it is anticipated Phases 1A
& 2 will generate approximately $27,614 per year in 2016 and $140,643 in 2023.

Police Revenue

The City receives revenue from intergovernmental funding including grants, shared revenues,
criminal justice funds and payments for goods and services provided to the City from the State or
other governmental entitics.  Other revenue includes traffic school, gun permits and
fingerprinting. Tt is anticipated Phases 1A & 2 will generate approximately $37,162 per year in
2016 and $189,270 in 2023.

Municipal Court Revenue

The City receives revenue from police issued fines for various infractions and violations. The
City retains approximately 35 percent of the total amount paid in fines and forfeits pursuant to
the Budget. It is anticipated Phases 1A & 2 will generate approximately $23,660 per year in
2016 and $120,503 in 2023.

Miscellaneous Revenue

The City receives revenue from various unique sources including interest from various accounts,
reimbursements from other governmental sources and donations. Based on the Budget, it is
anticipated Phases 1A & 2 will generate approximately $546 per year in 2016 and $2,783 in
2023.
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V1. Projected General Fund Expenditures

Phases 1A & 2 is estimated to generate approximately $896,466 in costs for the City’s General
Fund in 2016, the first year of residential finished home sales. In 2023, two years following
build out, Phases 1A & 2 are estimated to generate $4,565,802 in costs. The sumumary estimates
and calculations are presented in Tuble 2. A summary description of the expenditures is
explained below.

General Fund

General Fund expenditures are utilized to establish and maintain the Legislative, Executive,
Administration, City Clerk, Finance, Information Services, Facilities, Legal, Municipal Court,
Emergency Management (EMS), Animal Control, Community Development, Natural Resources,
Economic Development, Cemetery, and Central Services. The FIA anticipates the City spending
$398.57 per person served in General Fund costs, The General Fund Costs are not assumed to
increase.

Police

Police Department expenditures were determined by the comparable cities analtysis. The City
and Developer agreed to use the City of Summner as the comparable city for the police
department. The Sumner Police Department costs are assigned a level of service factor of 83%,
to account for the higher staffing levels of the City of Sumner when compared to the City of
Black Diamond’s Comprehensive Plan. The City of Summer Police Budget funds 24 officers,
while the Comprehensive Plan calls for 17.35 officers for a population between 7,500 and
10,000. In the level of service factor calculation, DPFG has reduced the City of Sumner’s
staffing to 21, and eliminated 3 administrative positions. This was done because of the
abnormally high administration staffing ratio in Sumner when compared to Black Diamond.
This estimate remains conservative in our cost estimates. The calculation that is used is
17.35/21=83%. The per capita cost of Sumner’s Police services are applied to Phases 1A & 2.
Based on the Budget, it is anticipated Phases 1A & 2 will spend approximately $204.74 per
person served.

Fire

The Fire Department is currently funded and served through a contract with Mountain View Fire
& Rescue, but for this FIA the comparable cities analysis was used. The City and Developer
agreed to use the City of Poulsbo as the comparable city. The City of Poulsbo also contracts out
for fire services, but with Kitsap County, and is served by Kitsap County Fire District #18. The
Poulsbo Budget indicates funding of Fire District #18 and EMS at $2,429,798 in 2013. The
Poulsbo Fire Department costs are assigned a level of service factor of 93%. The City of Black
Diamond Comprehensive Plan requires a staffing level of 1.4 paid firefighters per 1,000
population, up to a population of 10,000. The Kitsap County Fire District #18 employs 38 paid
firefighters for a population of 25,112, This creates a ratio of 1.5 paid firefighters per 1,000.
Using the same methodology as police, 1.4/1.5 = 93%. The per capita cost of Poulsbo’s fire
services are applied to Phases 1A & 2. Based on the Budget, it is anticipated Phases 1A & 2 will
generate costs of approximately $165.78 per person served.
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Parks & Recreation

The Parks & Recreation Department expenditures were determined by the comparable cities
analysis. The City and Developer agreed to use the City of Poulsbo as the comparable city. The
City of Poulsbo Parks Maintenance Division is responsible for routine and preventative
maintenance of parks, trails and open space within the City limits. The Parks and Recreation
Department provides the community with affordable educational and recreational programs,
parks, and services to all residents and visitors. The Poulsbo Parks Maintenance Department
costs are assigned a level of service factor of 100%, while the Parks & Recreation Department
costs are assigned a level of service factor of 30%, because the budget calls out that 70% is
funded by user fees. Based on the Budget, it is anticipated Phases 1A & 2 will generate costs of
approximately $35.77 per person served. Per Section 9.9.2 of The Villages and Lawson Hills
Development Agreements, the Developer intends to maintain all parks within Phases 1A & 2
through HOAs, so the funding for parks & recreation will go to funding other park maintenance
throughout the City. These funds will help to maintain community parks and facilities that the
development’s residents benefit from.

Public Works

The Public Works Department expenditures were determined by the comparable cities analysis.
The City and Developer agreed to use the City of Sumner as the comparable city. The City of
Sumner public works department/streets operating fund is responsible for the maintenance and
operation of the City’s streets, sidewalks, and traffic control systems. The Sumner Public Works
Department/Street Operating Fund costs are assigned a level of service factor of 100%. This
FIA calculates the street fund revenue in a case study, and offsets the revenue with the cost per
person served from the City of Sumner. Based on the Budget, it is anticipated Phases 1A & 2
will generate costs of approximately $61.02 per person served. Per Section 13.6.5(a)(i) of the
Villages and Lawson Hills Development Agreements, the Master Developer may request to do
all right-of-way landscape maintenance within the Project through HOAs. Alibough the Master
Developer intends to have the HOAs perform all right-of-way landscape maintenance within
Phases 1A & 2, for purposes of conservatism, this fiscal analysis assumes that the City will
maintain all right-of-way in Phases 1A & 2, with both costs and revenues going to the City for
this service.

VII. Special Fund Impacts

City Special Fund

Per Section 13.6(1)b) of the Development Agreements, DPFG has included the following
special fund revenues within the FIA. These Special Funds include the Street, Real Estate Excise
Tax | & II, Stormwater Funds, and Criminal Justice. This FIA uses the case study method to
calculate revenues for the Special Funds.

Street Funds

Phases 1A & 2 will construct several new public streets which will become the maintenance
responsibility of the City. In order to maintain public strects the City receives revenue from
various unique sources. The FIA estimates Phases 1A & 2 will generate $19,288 annually in
2016 and $98,238 annually in 2023. The City will not begin maintenance duties on the public
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roadways until 2 years after construction, after the Developer’s maintenance bond expires and
the City’s obligation to maintain begins. The FIA anticipates street maintenance costs, as
described from the City of Sumner Public Works comparable cities approach, The detailed
revenue calculations are shown in Table 12.

Capital Improvement and Capital Projects Funds (REET I & 1)

The Capital Improvement and Capital Projects Funds consist of REET revenue divided equally
between these separate funds into two separate portions. The first half, within the Capital
Improvement Fund, may be used for any facilities identified within the Capital Improvement
Plan (CIP). The second half, within the Capital Projects Fund, must also be used for CIP
facilities but may not be used for the acquisition of park land. The City reccives this tax at the
time in which new or existing property is sold and ownership is transferred. REET is collected
upon the sale of property at a rate of 0.5000% on the selling price of the property. For instance,
when a property sells for $300,000, the City collects $1,500. The FIA calculates the REET re-
sale by using a residential and non-residential turnover rate of 7.14% and 5% of total assessed
value per year respectively. Based on our calculations, Phases 1A & 2 anticipate generating
$463,121 in 2016 and $259,417 in 2023 in revenues within the Capital Improvements and
Capital Projects Funds. The total REET generated from 2015 to 2023 is approximately $4.7
million. The capital facility expenditures separate from Phases 1A & 2 will be determined by
the City consistent with adopted levels of service. The REET revenue from Phases 1A & 2 is
expected to fund additional facilities and infrastructure identified in the CIP in a timely and
fiscally responsibie manner.

Storm Water Fund

The Storm Water Fund is calculated based on the monthly storm water utility rate charged to all
residential and nonresidential developments. Per the City of Black Diamond’s website, these
funds are used to promote public health, safety and welfare by minimizing uncontrolled surface
and stormwater erosion and water pollution to preserve and utilize the many values of the City’s
natural drainage system including water quality, open space, fish and wildlife habitat, recreation,
education, urban separation and drainage facilities and to provide for the comprehensive
management and administration of surface and storm water. Effective 1/1/2013 the residential
monthly rate is $14.00/ERU. The storm water utility rate for Phases 1A & 2 anticipates
generating $61,656 in 2016 and $351,841 in 2023. Storm water expenditures are estimated using
a per person served calculation and anticipate costing $77,794 in 2016 and $396,215 in 2023.

Criminal Justice Fund

In 2011, the Criminal Justice Fund was moved from being a separate fund to being included in
the police/law enforcement budget for Black Diamond. In the comparable cities analysis for the
police department, the City of Black Diamond was used, and thus accounts for the Criminal
Justice funds in the per capita analysis. Since the funds are already calculated in the police
budget, a separate case study was not done for the Criminal Justice Fund.
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Appendix A:

Fiscal Impact Tables 2013-2023; for each year
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Appendix B:

John Burns Report; Tables
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