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Sustainable Public Works Financing
at the Local Level
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Presented by Ashley Probart

Problem Statements-Sustainable Public Works

Local Jurisdictions:

* Struggle to fund public works projects-when
the public works budget competes with
operating expenses, or other tax proposals...;

* Are expected to fund public works projects
that are regional in nature;

* “Position” their budgets to match state,
federal programs, but it may not be the #1 or
even #10 local priority; and

* Must prove they have tapped into viable local
tax/fee authorities before accessing
state/federal funding.
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Sustainable Public Works

Overview:

- Planning

- Construction methods

- State funding assistance

- ldentify project funding success
- Locally initiated revenues

- General ideas to consider

Planning--Sustainable Public Works

Planning (years) ahead:
Determine what you
want to fund and why
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Sustainable Public Works

Planning (years) ahead:
* Develop a problem statement
* Write a Project Description and its
components:
* Local
* Regional
e State, Federal
e Collect baseline data
 Document, document....

Sustainable Public Works

Construction methods:

- Small works roster

- Job Order Contracting

- Design-Bid-Build

Major construction over S10M

- Design Build
- General Construction-Construction Manager
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State Funding Assistance

“I spend most of my time fund-raising.”

Financing Tools- State

State Agency Funding Sources:

Community Economic Revitalization Board

Public Works Assistance Account

Transportation Improvement Board

Freight Mobility Strategic Investment Board

WSDOT-Local Programs

Recreation and Conservation Office (WWRP — Parks and Trails)
Ecology Water Quality Financial Assistance

Washington State Department of Health-DWSRF

State Capital Budget (Bonds)

10/24/2019
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Identify your project chance of success--Sustainable Public Works
Identify the program(s) or revenues that meet your objective
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EXAMPLE
Identify your project chance of success--Sustainable Public Works
Identify the program(s) or revenues that meet your objective
Low $ High $

T

=

a Partner

S Contributions

2 Transportation Benefit | Public Works

A Districts Trust Fund???

REET Special Purpose Distrg:tz: TIB-@s105M/yr
Metropd| ‘Iaﬁ"ﬁl&ﬂ udget-grant programs
T paCt Fire, etc|

— fees X Local Bond

o Private State State Budget Proviso} 1
; Sector S Grants FMSIB every 10 years

é e Buget rois State Capital Budget- 30? biennium Ill\:‘l';RA
< Depends on delegation MPO/FedS

TIGER-1/yr 6% FASTLANE-2/yr-8%
success
EXAMPLE

10/24/2019
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Identify your project chance of success--Sustainable Public Works

Anticipated Rating
(very low, low,
Available Funds |Average Award |Award Fregeucy [medium, high)

Your City/County/PUD/Port
Developerﬁprivate Sector
Local Chamber of Commerce
LID

County-.09

Paort

Transit

Department of Commerce
-Public Works Trust Fund
-CERB

Recreation and Conservation Office
Department of Ecology Grants
Department of Health
Developerﬁprivate Sector
Federal

-MPO

INFRA

Railroad

Total:

Project match funding required:
Net:

Partners are critical for larger projects-Sustainable Public Works

10/24/2019
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Identify your project chance of success--Sustainable Public Works

Identify the program(s) that meets your objective-Example

Community
Support

$50,000 { L
ocal
To $5M 3

1or 2 Sources

| |
\ /

1-3 years
$5M to { Local $ TIB MPO i‘aet:des Private$ ZZ‘?;Eﬁs-tﬁ =,
$15M Multiple Sources 8 o ug T .
\ 1
|
3-6 years
TIB -Urban State .
o Local $ it MPO e Private $
: ver - Multiple Sources Program gencies
15M

State Budget (line item) and/or
National Grants (i.e. BUILD)

6 years +

Locally Initiated Revenues---Sustainable Public Works

Step 1: Can you fund it yourself?

14

10/24/2019
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Locally Initiated Revenues---Sustainable Public Works

Step 2: Can’t you be more efficient
with your own money?

The perfect mouse trap

15

Locally Initiated Revenues---Sustainable Public Works

’ Total local budget: $1M ‘

“I suppose I'll be the one
to mention the elephant in the room.”

16
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Sustainable Public Works

Locally initiated revenues:

Public outreach plan (By governing body or
voter approved):

- Clear purpose

- Transparency/accountability

Citizen advisory committee enortterm)

Annual report

Material change policy

Sunset?

Sustainable Public Works

Revenue Source: Levy Lid Lift - increase in property taxes above the allowed 1% annual
increase (up to statutory maximum rate of $3.375 per thousand for most cities)

How it is imposed: Council initiated and voter-approved by simple majority

How it can be used:

. Option 1 (RCW 84.55.050(1)) - For any purpose, permanent or for a specified period
of time. The “lift” happens in the first year with 1% increases allowed in subsequent
years. If used for debt service on bonds must expire in nine years.

. Option 2 (RCW 84.55.050(2)) — For a “limited purpose” as specified in the ballot title.
The lift can occur in steps over six-years. Can be permanent (rate after 6 years
establishes the new base). New funds may not supplant existing funds used for the
stated “limited purpose.”

Who has used it:
. Auburn —To maintain and improve street systems*

. Duvall, Redmond, Bremerton, Mercer Island, Bellevue, Sammamish, Seattle, Shoreline
— Parks

. South Prairie, Washougal, Redmond, Eatonville, Woodway, Mountlake Terrace,
Olympia, Milton, Stanwood, Tumwater — Public Safety

Pros/Cons:

For more info see: http://www.mrsc.org/subjects/finance/levylidlift.aspx 18
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Sustainable Public Works

Revenue Source: Local Improvement District (RCW 35.43-RCW 35.56)

How it is imposed:
Complex process to establish LID, secure interim financing, construct projects, determine

individual property assessments, sell bonds, etc. The formation of an LID can be initiated through
two distinct methods:

. resolution of intention method which allows the legislative body of a municipality to
initiate an LID
. petition method which allows property owners to petition to initiate an LID.

How it can be used: To finance construction of local improvements that are appurtenant to and
beneficial to specific land. Funds are collected through a special assessment on subject properties
and used to pay off bonds.

Who has used it (recent examples):
Tacoma (more than 94 LIDs since 1999) — street lighting, sewers, water, residential street paving
w/storm sewer & gutters

City of Kent: Has successfully used LIDs for funding street projects, including matching state
funds.

Bainbridge Island: South Island Sewer Project (extended sewer to four neighborhoods and one
elementary school)

Pros/Cons:

For more info see: http://www.mrsc.org/subjects/pubworks/lidpg.aspx

Sustainable Public Works

Revenue Source: Impact Fees—A fee city or counties charge to developers to pay for providing new public facilities, or
improve existing public facilities due to new development:

¢  Growth Management Act (RCW 82.02)

« State Environmental Policy Act (RCW 43.21)

¢ Local Transportation Act (RCW 39.92)

« Transportation Benefit Districts (RCW 36.73)

How it is imposed:

¢ GMA- Local ordinance, based on a “rational approach”

¢ SEPA- Local ordinance, “environmental check list”

* Local Transportation Act- Local ordinance, based on a transportation plan, specified list of capital projects
* Transportation Benefit Districts (TBDs)

How it can be used (and check for “double dipping!”):
* GMA:
e  public streets and roads;
* publicly owned parks, open space, and recreation facilities;
¢ school facilities; and
« fire protection facilities
« SEPA: mitigate conditions relating to a project’s impacts.
* Local Transportation Act: transportation improvements...on developments...”reasonable off-site transportation
improvements
* TBDs-Commercial and industrial development

Who has used it:

GMA-most jurisdictions planning under GMA (replaced Local Transportation Act)
SEPA-most jurisdictions

Local Transportation Act (Lacey)

TBD’s-none

Pros/Cons:

10/24/2019
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Sustainable Public Works

Revenue Source: Utility Tax - B&O tax levied upon utility providers, public and private.
Eligible utilities are water, sewer, stormwater, gas, telephone, cable TV, steam. (RCW
35.21.870)

Note: The tax is often itemized on customers’ bills but the tax is legally levied on the utility
not the customer.

How it is imposed: Council action (subject to referendum) for a rate of up to 6% on electric,
gas and telephone (no limit on water, sewer, stormwater). Higher rates can be imposed
upon voter approval.

How it can be used: For any legitimate government purpose. Some cities have dedicated
voter approved portion to specific uses.

Who has used it:

. Olympia uses 3% voter-approved portion of utility tax for sidewalks and parks.

. Cheney raised their rates from 6% to 10.75% and dedicated the increase for parks and
recreation purposes. In 2012 their voters approved another 4% increase for street
improvements. The vote was 75.81% in favor of the increase.

Pros/Cons:

Sustainable Public Works

Revenue Source: Real Estate Excise Tax — levied on all sales of real estate. State = 1.28%, cities,
counties up to 0.5% if planning under GMA, 0.25% if not. (REET 1 =0.25%, REET 2 = 0.25%)

How it is imposed:
Council action

How it can be used:
 Original purpose: See chart.
* O&M through 2016
REET | Revenues: capital maintenance,
with limits
¢ REET Il Revenues:
« capital maintenance,
with limits
* Planning, maintenance, etc. of
REET I capital, with some limits
(Think maintenance as funds for labor/
materials that preserve, prevent decline or extend
life of a capital project)

Who has used it:
REET 1: 278 cities/39 counties
REET 2: 165 cities/21 counties

(Five changes in 2015)

Pros/Cons:

http://www.mrsc.org/subjects/finance/reetweb.aspx

10/24/2019
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Sustainable Public Works

Revenue Source: Retail Sales and Use Tax (aka Sales Tax)

How it is imposed: Council action, some optional sales taxes require voter approval. The
maximum rate for cities without special sales taxes is 0.85%.

How it can be used: General sales taxes may be used for any government purpose. Special
sales taxes are restricted in use (e.g.. criminal justice, public safety, TBDs)

Who has used it:

- Almost all cities have imposed the $0.85%

- TBDs: 38 cities have imposed the up to $0.2% sales tax (RCW 36.73)
- Criminal justice $.001 sales tax- 32 counties (RCW 82.14.340)

- Public safety $.003 sales tax examples: Walla Walla, Spokane, Yakima (RCW 82.14.450)

Pros/Cons:

Sustainable Public Works

Revenue Source: Business and Occupation Tax (RCW 35.21.710)- taxes levied as a
percentage rate on the gross receipts of a business (less some deductions)

How it is imposed:

. Cities can impose a maximum rate of 0.2 percent on business activities that
are measured by gross receipts or gross incomes. (There are some
grandfathering clauses, and there are referendum provisions)

. City may increase the tax rate above maximums if voter approved (RCW
35.21.711)

. Model Ordinance!

How it can be used: General purposes

Who has used it:
. Forty-five cities

Pros/Cons:

10/24/2019
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Sustainable Public Works

Sustainable Public Works

Revenue Source: Transportation Benefit Districts - is a special purpose district* or quasi-municipal corporations with
independent taxing authority (RCW 36.73):

*  Up to $100 vehicle license fee

* Upto 0.2% sales and use tax

*  Property taxes- a one year excess levy, or an excess levy for capital purposes

*  Vehicle tolls

How it is imposed:

Voter approval:

e 0.2 sales tax (may exceed 10 years if bonded)

*  Property taxes

*  Vehicle license fee (first $50 is optional vote)

Councilmanic:

*  Commercial/Industrial impact fees

*  Up to $20 vehicle license fee...

*  Up to $40 vehicle license fee IF $20 has been in effect 24 months....(2015)

*  Up to $50 vehicle license fee IF $40 has been in effect 24 months.... (2015)
*  Higher than $40 councilmanic fee may be subject to referendum...

How it can be used: For transportation improvements identified in state, regional, county, city transportation plans

Who has used it:
* 113 have formed a TBD.
* 54 have used councilmanic vehicle fee (eleven with populations under 5,000, several more under 10,000)
*  38are using sales tax
* 5use both sales tax and vehicle fee
* 14 have created TBD, but have not advanced a revenue option
* 2 are from “original” authority
* At least two have sunset, and one has been repealed

Pros/Cons:

« .
Not subject to SEPA 26

13
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Sustainable Public Works

Revenue Source: Local Option Capital Asset Lending (LOCAL) program (Rcw 39.94)

LOCAL, as part of the state program, pools funding needs into larger offerings of securities and access to the
public bond markets. This low cost financing/interest mechanism is based on the state agency lease and financing
program. ($82.7M in most recent issuance)

Who is eligible: Any municipal corporation or other agency authorized to issue general obligation debt. This
includes cities, counties, school districts, fire districts and others.

How it is implemented:

* Apply to State Treasurer LOCAL
* Requires determination of credit:
» Provide a General Obligation Pledge: Actual Interest Rates for Most Recent Sale
* Ability to prepay the debt; and as of: 9/24/2019
e Available non-voted debt capacity
Issuances are three times a year Term Equipment® Real Estate*
. 4 Years 1.48% -
How it can be used: 5 Years 1.50% 1.45%
e Finance equipment -
*  Finance real estate 8 Years 1.58% -
9 Years - 1.61%
wh%:]c?:su:ggr::;es fire districts, etc 10 Years L65% -
! ’ P 13 Years 1.99% -
Pros/Cons: 20 Years - 2.72%

*Interest rates shown above include all financing costs. Past interest rates do not
predict future interest rates. Actual interest rates are determined by the competitive
bids received on the date of sale.

27

Sustainable Public Works

Revenue Source: Sales and use tax for public facilities in rural counties (0.09%
credited against state sales tax, for counties with a population density of less than 100
persons per square mile or a county smaller than 225 square miles)

How it is imposed: By action of county legislative authority

How it can be used: To finance public facilities serving economic development
purposes in rural counties and for personnel in economic development offices.

Public facilities are “bridges, roads, domestic and industrial water facilities, sanitary
sewer facilities, earth stabilization, storm sewer facilities, railroads, electrical facilities,
natural gas facilities, research, testing, training, and incubation facilities in innovation
partnership zones... buildings, structures, telecommunications infrastructure,
transportation infrastructure, or commercial infrastructure, and port facilities in the
state of Washington.”

Who has used it: Most eligible counties

Pros/Cons:

10/24/2019
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Sustainable Public Works

Not all ideas are popular...

Sustainable Public Works

Ideas to consider:

Propose “state agency pilots”

that overlaps both jurisdictions.

events.

“BROT”- Bellevue Redmond Overlake Transportation Study:
Addresses transportation consequences of land use within an area

Hotel/Motel Tax- enables funding of tourism related facilities and

Public Facilities Districts- currently closed to new entrants....but

10/24/2019
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Sustainable Public Works

Ideas to consider:

General Messaging--Sustainable Public Works

16
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General Messaging--Sustainable Public Works

A typical funding strategy for high cost projects and accessing state/federal funding:

Big Picture:
Be prepared to invest community and personal political capital.

Must be part of a clear public vision that may span multiple election cycles- projects of this scale
take years to plan and often two or more years to construct.

Never take a year off-you lose 2 or 3 if you do.
* May need to be #1 project for several years

Sustained local government financial commitment
* Continuous staff investment
* Incremental project delivery/progress (i.e. design work, community outreach, etc.)
* How funding partners strategically fit project funding need-keep us updated!

One Project Lead-must be credible
* Direct line to the County Executive/Mayor/City Manager

* Be able to provide right person for all things technical on short notice

The ribbon cutting may happen after you are retired or out of office!

Transportation Improvement Board

Ashley Probart
Executive Director
(360) 586-1139
ashleyp@tib.wa.gov

www.tib.wa.gov
www.tib.wa.gov/tibdashboard

17
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Sustainable Public Works
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