The community has also discussed its need for additional sports fields. Committing to capital expenditure to
expand sports field capacity, however, should follow a detailed parks and recreation plan update and

aegotiationsdiscussions with the Everett School District on the potential for sharing facilities for athletic

events and league play.

The City’s street maintenance responsibilities are becoming increasingly expensive. Many of the community’s
roads were built 25 years ago, roughly at the time of incorporation. Other streets were built to less demanding
standards under County jurisdiction and have since been annexed to Mill Creek. The streets need attention,
and it is straining the City’s budget to provide it. The August Council retreat addressed this issue, too,
considering establishment of a transportation benefit district (TBD) to help offset the City’s road costs. A
benefit district would assess approximately $20 per vehicle per year within city limits, with the proceeds
dedicated to an established set of street projects. The district would dissolve in six years, with the option to
create another one to complete another set of predetermined projects. If the TBD option is not chosen, then
other revenue options will be needed to address this pressing need.

Other public facilities will need to be addressed in the future, but tackling these three-four prominent projects
and establishing a transportation benefit district to address roadway preservation would allow the City to
address other facility needs more easily. Other public facilities that have been discussed include a GiegHall
remedeland-a-community/senior centet.

Public services

Mill Creek provides law enforcement, parks and recreation, streets, storm water, community development,
and administrative services to its residents and businesses. The City does not provide water, wastewater,
power, library or fire protection services, relying on other districts and organizations to provide them (Table
45.1). The community appreciates and relies upon the services the City offers and the role those services play
in defining the community’s character. All of these elements can be traced back to the local quality of life,
underscoring the attachment residents and businesses have to their community.

Table 45.1 - Non-City Service Providers in Mill Creek

Type of Service Provider

Fire protection Snohomish County Fire District 7

Water Silver Lake Water and Sewer District
Alderwood Water and Wastewater District

Wastewater Silver Lake Water and Sewer District
Alderwood Water and Wastewater District

Power Snohomish County PUD

Natural Gas Puget Sound Energy

Solid Waste/Recycling Waste Management

Library Sno-Isle Library

Public transportation Community Transit

Schools Everett School District

While not providing utility services reduces the degree of the City’s responsibilities, it decreases the City’s
control over the quality of services provided by others to its residents and reduces the City’s ability to raise
revenue for the services #t-the City provides. Mill Creek has only two enterprise funds, parks and recreation
and the storm water utility, charging rates that are designed to cover the costs of providing services. Other
municipal expenses must be funded from other sources.
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The community’s voice on this subject is unequivocal: Mill Creek’s residents and businesses want to see the
level of public services maintained. Survey responses and responses generated from the penny poll
underscore the point. Very few would accept a reduction in service levels, even in times of economic distress.
When asked how to pay for maintaining service levels, the community generally favored sharing the burden
with newcomers through economic development and community growth.

It is very unlikely, however, that economic development will generate enough revenues to maintain the
desired level of City services. Some agreed that raising taxes and/or fees should be considered, but many of
those had varying preferences based on the services funded by those increases. Law enforcement gained the
highest approval for increased tax or fee burden, with parks and recreation second. Responses were
consistent with the community’s attachment to having a local police force and its thorough use of and
appreciation for its parks and recreation system.

The community survey measured only initial and generalized preferences for service types and payment
options. Revisiting and weighting preferences in light of complex revenue potential versus service level
targets are actions still needed to be accomplished by the City Council.

Fiscal balance

The strategic plan charts a course for City solvency, outlining steps to overcome deficit spending and
ensuring an appropriate budgetary reserve. Cost containment, revenue enhancement and diversification and
budget monitoring work together to help the City maintain levels of service while also strengthening its fiscal
sustainability. This section discusses cost containment approaches, as well as a series of proposed levels of
revenue enhancement and diversification designed to balance the City’s budget. Monitoring the productivity
of the revenue strategies is also essential, ensuring that Mill Creek’s residents are assessed taxes and fees only
as necessary.

1. Cost containment

Cost containment is based on the City sustaining its levels of service while minimizing the increases
in cost it may take to provide them. Staffing costs, energy costs, insurance costs, and materials costs
increase every year. sand-seme-Some of these increases are due to inflationary pressure.;; and-Ssome
are due to the increased demand for services as Mill Creek’s population grows. _Cost containment
does not mean that the annual expenses remain static. It means that increases are minimized,
reflecting only those unavoidable cost increases necessary to sustain provision of the levels of service
to which residents have become accustomed._Careful negotiation of labor contracts, continued
pursuit of efficient services provision, and strategic spending on capital projects can help contain

costs, balancing fiscal restraint with the City’s need to provide the high levels of services the

community demands.

2. Reserves strategy

The City has built up almost $5 million in reserves, roughly five times what its own bud

sets as a minimum balance. Part of the City Council’s charge over the first part of 2012 will be to
determine how it wishes to treat this reserves balance. It now sits as a savings account, with

withdrawals being made to offset the current budget deficit. But it represents a potential source for
capital investment or leverage for capital investment if the City can find ways other than drawing
from its reserves to balance its budget.
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32. Revenue enhancement & diversification

Mill Creek relies heavily on property tax and sales tax revenues. Property tax growth is limited by

statute at a rate lower than the rate at which costs increase, putting more importance on growth in
sales tax revenue. But sales tax growth is unpredictable and significantly impacted by economic
forces beyond the City’s control. The City’s fiscal strategy should investigate and implement new
revenue strategies that diversify its income stream and make it more robust, providing for incomse
growth that can keep pace with cost increases. Even with cost containment measures in place,
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43. Monitoring

There are several indicators that the City can use to evaluate its revenue strategy and guide
| adjustments as necessary. Employing these-indicators will require annual budget reviews to update
forecast revenues and consider upcoming revenue strategies and cost-containment activities.
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Economic development

Economic development is a community priority. It may alleviate the City’s fiscal strain by making its land
more productive, and it may provide local jobs for Mill Creek residents. A more active local economy can
translate to a more prosperous and dynamic community, with busier shops, jobs closer to home and a reliable
income stream to support the City’s provision of high-quality services.

Given Mill Creek’s current and forecast fiscal condition and the-eommunity’s-appatent-desireformoretoeal

employmentthe desire for economic development opportunities, the ereation-encouragement of efincreased
economic activity is a high priority. At least four issues will shape the City’s future economic development
policy:

| 1. Mill Creek will increasingly rely on sales tax to augment City revenues.

Property tax revenues are relatively static, but costs to operate local government increase. As with
many other jurisdictions in the state, Mill Creek will turn to sales tax revenues to augment weakening
property tax receipts. This will put pressure on local land use and economic development policy to
stimulate local retail activity, making it more convenient and attractive for Mill Creek residents and
community visitors to spend their shopping dollars within City limits. Securing large-format and
other types of retailers will be part of the solution. Sustained robust sales tax revenues, however, will
also depend on the effectiveness of local commercial districts to serve a wide variety of shopping
needs. This will require commercial districts to be adaptable over time, to nurture shopper loyalties
and to provide shopping, civic and lifestyle experiences that compel customers to return.

2. Mill Creek’s infrastructure and businesses can serve an increased daytime population.
The weekday commercial landscape has excess capacity. There are some local employers in and near
Mill Creek that contribute to the daytime population, but the community’s infrastructure and
commercial areas are served primarily to address evening and weekend demand. Increased retail and
shopping activity may not necessarily require expansion of retail space. Increasing daytime
population can stimulate new activity across the entire services spectrum without straining the
community’s transportation system or existing supply of commercial space. This is an opportunity
Mill Creek can address as part of its review of its land use designations, zoning districts and
economic development policy.

4.3. Mill Creek appreciates and can learn from its Town Center’s mixed-use concept.

Adaptable and active commercial districts rely on predictable demand, a sense of shared civic space,
and an appropriate transportation system. Mill Creek’s Town Center is designed in such a fashion,
with a pool of residents located within easy walking distance of the shopping and office district,
pleasant plazas and trails, and parking and access roads that are provided at a scale consistent with
the district’s activity. Its mixed-use concept puts shoppers and potential office visitors in immediate
proximity to the shops and offices. Its design creates the public spaces that encourage and host civic
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and social activity. Its parking and transportation system accommodate attos-and-delivery-vehicles
without compromising the pedestrian and bicycling experience. And Mill Creek’s residents like it.

56 oteethowever,ms s o :
intensifieation. As Mill Creek’s population continues to grow, redevelopment opportunities will
arise, transforming underutilized land into something potentially more intense. Lessons learned from
Town Center can help guide these transformations, ensuring that new projects contribute to the
dynamic challenges of integrating demand, civic scale and appropriate transportation design in a way
that enhances the entire community.

4. Mill Creek is housing rich and jobs poor.

Visitors participating in the penny poll indicated that thev would like to work closer to home. This
may influence the City’s existing land use policy to ensure that there are economic development
opportunities in the community. Many are emploved in professional careers and commute to
neighboring, larger cities to work. Increased development of medical, technical, office and light
industrial or manufacturing facilities in and near Mill Creek may find success in accommodating a
pent-up demand of residents desiring a closer workplace. Existing land use policy now permits
development of professional offices in many of its commercial zones, but the emphasis has been on
providing services to the local population and not on providing for their employment. The City’s

upcoming economic development plan and comprehensive plan update will be geared to calibrate
this pent-up demand more accurately and to ensure that policies and zoning respond to potential

local employment opportunities. Increased local employment will reduce transportation costs for
those workers who now commute, effectively increasing local household incomes.

Future economic development planning and strategies can identify and take advantage of the community’s
opportunities. By increasing local employment and enhancing its civic and commercial districts, Mill Creek
can use its existing landscape more effectively and generate the types of household incomes and retail activity
that will sustain the levels of service residents expect.

Future growth and annexation

Mill Creek’s population is forecast to reach approximately 19,657 by the year 2025 within the current city
limits. Additional growth is expected in the City’s MUGA, with the total MUGA population expected to
reach 56,215 by 2025. Residents appreciate the value growth brings in sharing the cost of public services
provision. But there is also concern that growth within city limits, if not properly managed, could threaten the
community’s character. At the same time, the City has been reluctant recently to annex land, concerned that
annexation will cause the City to inherit substandard public infrastructure without a compensating fiscal
return.

1. Growth within City Limits

There are several undeveloped properties within the city that are planned and suitable for urban
development. Many of them are clustered within the East Gateway Urban Village area. This will
result in the development of property that is now largely vacant or rural in character. Other growth
opportunities, on smaller sites, are scattered across the community. In some cases, growth inkere
those locations will place new development immediately adjacent to already-developed
neighborhoods, resulting in the intensification of various areas of the community. This may not

| always be universally acceptable to neighbors, with them fearing that the new project wi-may
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damage community character, congest local streets, increase exposure to crime ard-or subject
existing residents and businesses to noise or other new, objectionable impacts._The community’s
development regulations and the development/environmental review processes will help identify the

scope and magnitude of these issues when projects are proposed, applying mitigation measures and
conditions as appropriate to ensure Mill Creek’s quality of life.

These issues will play out as the Council considers its land use policy and various development
permits. While the community appreciates the need to grow, the Council must balance how that
growth within the community is managed with respect to its impacts on community character and
surrounding neighborhoods. Conversation within city limits is divided roughly into two topic areas:

A. Development

The East Gateway Urban Village promises to generate opportunity for employment,
commerce, and housing, with a mix of professional office, retail shopping and residential
units on land that is now essentially undeveloped. When fully built out, the EGUV could
include approximately 350,000 square feet of retail space and between 24,000 and 60,000
square feet of office space. It may also include civic uses, such as a new library.

Results from this process’ public outreach confirm that development similar to Town Center
is acceptable to the community, and this project promises more of the same. Mixing in a
diverse residential component is a key ingredient to its success, and it is also key to meeting
the City’s comprehensive plan housing and growth targets.

Beyond EGUV, however, the City’s prospects for developing land within its existing city
limits are fairly limited. Vacant land exists in Mill Creek’s extreme southwest along 9t
Avenue SE and south of 164t Street SE, and in scattered parcels adjoining residential areas.
The 9% Avenue parcels, designated for light industrial use, are severely constrained by
wetlands and suffer from a lack of access and visibility. While these constraints can be
overcome, the cost to mitigate them may outweigh the benefits the site may offer,

| particularly since other, relatively unconstrained; sites exist elsewhere in the vicinity but
beyond Mill Creek’s borders. There are other commercial development opportunities on

| Dumas Road, SR 527 and 428-132nd Street SE.

B. Redevelopment

Mill Creek has a well-defined community fabric and is resistant to too much change. Infill
development and the intensification of already-developed properties can occur, but it must
be designed and managed in a way that ensures the results are consistent with the
community’s expectations and needs. One example of an infill opportunity is the abandoned
mobile home park north of Town Center between Main Street and SR 527. This property, #
when fully developed, estdd-will accommodate 75 to 100 units while still being consistent
with the community’s character. Intensification opportunities exist in the commercial centers
along SR 527 and 132»d Street SE, as well, where residential units could be incorporated as
part of an overall scheme for redeveloping these aging projects. They could be
accommodated without threatening the community’s existing residential fabric and still
contribute significantly to the community’s level of activity.

The comprehensive plan calls for urban-style development as well as the continuation of
Mill Creek’s single-family character. These two directives can be compatible, but they may
come in conflict during proposals to redevelop areas of the community into land uses more
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intense than what they are now. Conversion of low-intensity office, institutional or retail
sites into more intense mixed-use projects is consistent with the City’s need to use land
efficiently, but it may also conflict with neighborhood expectations if not done well.

2. Growth through annexation

Mill Creek has cautiously increased the city’s geographic reach over its 25-year existence, annexing
first those areas immediately adjacent to and including portions of the original planned community.
The pace of annexation has slowed, however, as the City seeks the acquisition of territory that
enhances its fiscal position. Earlier annexations were more motivated by encompassing the area
clearly identified as belonging to Mill Creek, wrapping city limits around the subdivisions, retail
centers and office parks that exhibited an essential attachment to the community. Later annexations
were more motivated by opportunity and individual development projects.

Much of the landscape surrounding Mill Creek is already urbanized, developed under Snohomish
County standards. And much of what is developed is single family or other lower-intensity
residential. These uses generally result in a fiscal loss, where the costs to provide services are greater
than what is returned in property and sales taxes. In addition, streets built under County standards
may not comply with the City’s, resulting in different maintenance requirements, roadway life cycles
and development character. Unincorporated development may look quite different than what is
within city limits, and the costs to serve it can be disproportionately high because of the increased
maintenance demand.

Growth opportunities within the city are limited, yet the City’s economic development and fiscal
management plans rely on continued and robust development activity within city limits. Targeted
annexation, therefore, may play an important part in Mill Creek’s future.

Mill Creek’s annexation policy prioritizes fiscal analysis of potential annexations, but that level of
analysis may not be sufficient to determine the strategic value of annexation proposals. An
annexation’s strategic value may not be revealed in fiscal analysis, particulatly if the City positions
itself to annex those areas designated by the County as urban centers. Incremental annexation along
arterial corridors may not yield immediate fiscal fruit, but it can help the City influence the character
of developing urban centers and ensure that any increased economic activity occurring there also
occurs within city limits. Additional study will be necessary to explore fiscal and land use
ramifications in future annexations, but at least four opportunities exist for initial consideration:

e Commercial corridor on SR 527 from City limits to 180 St SE — The 527 corridor links Mill
Creek to Interstate 405 and is a popular route for commuters accessing Redmond, Bellevue
and other “east side” destinations. Some of this corridor is within Mill Creek’s MUGA and is
alikely—targetmay be considered for strategic annexation. Much of the land along the
corridor is developed in commercial use, and the corridor exists as the community’s
southern gateway.

e  Urban center on SR 527 — Further south of 180 St SE lies an urban center designated by
Snohomish County. Mill Creek may consider annexing south along 527 to the limit of its
MUGA, abutting the City of Bothell at the urban center and sharing in some of the urban
center’s planned activity.

e Urban center at 128th & I-5 — Snohomish County’s designated urban center at the I-5
freeway interchange with 128t St presents another annexation opportunity. Property tax
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revenues may be limited in this area since Swedish Hospital has developed there, but
increasing activity stimulated by the interchange, the growth in office/medical development,
and a potential future light rail transit station may generate attractive taxable land
development.

e Urban center on 164th & I-5 — More than a mile from Mill Creek’s center and within both
the City of Mill Creek’s and the City of Lynwood’s MUGA, this freeway interchange area
presents another potentially attractive annexation opportunity. But the land between the
interchange and the existing western Mill Creek city limits is already fully developed, in the
hands of hundreds of individual and institutional owners, and largely residential, making any
annexation a difficult proposition and one with doubtful fiscal consequence. While the
interchange may offer development and retail sales tax opportunities, the path to reach it

may present more trouble than it is worth. Aﬂ—mﬁeﬁehﬁg—\%-ashmgmﬁéﬁ&e—@e&ﬁ—e{
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‘ 65: Goals, Objectives and Implementation

A plan is only as good as its implementation. This chapter draws clear lines between the framework
| presented in Chapter 4-5 and community’s strategic planning goals and objectives and provides a specific
roadmap for the plan’s implementation.

Goals and Objectives

The following goals are derived from the City’s comprehensive plan, results from the public outreach
conducted during this project, and indications from the City Council on their preference for fiscal prudence.
They address the issues motivating this strategic plan, build on its assumptions and reflect direction
embedded in the plan’s elements. Goals are high-level and inspirational. Objectives are more specific and
finite. Attaining the objectives should lead to goal achievement. They set milestones for the City’s progress,
identifiable landmarks that define and meter the City’s course. Hach of the objectives identified here relate to
the plan’s goals, providing discrete and measurable targets the City can achieve as it pursues the plan’s
implementation.

Plan Response: Community Character

GOAL 1 - MAINTAIN MILL CREEK’S COMMUNITY CHARACTER

While focus on balancing the City’s budget is crucial, fiscal actions should never lose sight of what makes Mill
Creek so attractive to its residents and businesses. Mill Creek’s streets and neighborhoods are generally well
maintained and feel safe, peaceful, beautiful and walkable to its residents and visitors. The community’s
character must be maintained, ensuring that whatever actions the City takes to be fiscally sustainable it does
not sacrifice what is precious.

Objective 1: Ensure that City development standards are maintained or improved to achieve high quality
design in new development.

Community character is reinforced by the appearance of the built environment. Public spaces, street

| corridors, neighborhoods and community institutions convey messages in their physical appearance.
Development standards regulate the appearance of the community’s built environment, and maintaining the
community’s character relies on good, effective standards for design and development.

Objective 2: Take steps to ensure that Mill Creek continues to be a very walkable city.
Community members appreciate Mill Creek’s scale and their ability to walk along its streets and trails safely

and conveniently. Moving about on foot or by bike is part of Mill Creek’s character, and the transportation
system should be managed and maintained to ensure this can continue.
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Plan Response: Public Facilities

GOAL 2 - PROVIDE AN ADEQUATE LEVEL OF QUALITY PUBLIC FACILITIES IN A FISCALLY
PRUDENT MANNER

Objective 1: Continue to implement a long-term pavement preservation program by the end of 2013.
(Related to Goals 1 & 4)

Roadway deterioration is a natural outcome of their use, and a regular maintenance program can prolong
roadway life. Delays in instituting a comprehensive pavement preservation program will increase the
likelihood that roadways will need reconstruction eatlier than if a preservation program is in place. By
establishing this program now, the City can expect to defer more expensive capital road rebuilding projects.

Objective 2: Identify which new City-owned public facilities are needed in Mill Creek and identify when they
should be constructed.

The police department needs more space than it has. Requirements for records and evidence storage and
needs for increased staff to keep up with population growth make it increasingly difficult to remain within the
existing facility. The City Council has indicated its preference that this large an expenditure should be
considered and voted on by the community. The Council also identified the public works facility and new
sports fields as important needs, referring to its 2009 community facilities master plan. Finally, there appears
to be at least some citizen support for other Gity-community facilities, such as a multipurpose community
center.

Plan Response: Public Services

GOAL 3—- PROVIDE A HIGH LEVEL OF QUALITY PUBLIC SERVICES TO THE CITIZENS OF MILL
CREEK

The outreach effort in this planning process underscores the community’s desire to have Mill Creek continue
its high service levels, particularly in terms of law enforcement and parks and recreation programs. The
community also appreciates the efficiency with which the City provides all its services. These levels of service
sust-should not be sacrificed. It is important that the City invest in its facilities and services to support its
vision, including retaining police services ands-providing adequate staff and facilities to support service levels;

Objective 1: Maintain an adequate level of City staff to ensure continued high levels of service to Mill Creek’s
citizens.

The City of Mill Creek provides public services that its residents and businesses appreciate. But providing
those services requires adequate staffing levels to ensure the community’s needs are met. An underlying

theme in this plan’s fiscal strategy is to contain costs. However, adequate staffing is equally important,
ensuring that those services the community values are sustained.

Plan Response: Fiscal Balance

GOAL 4 — ENSURE THAT MILL CREEK ACHIEVES AND MAINTAINS A STABLE FISCAL FOOTING
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Objective 1: Attain fiscal stability by the 26452017/2646-2018biennium that does not require annually
spending down reserves.

The 2011/2012 biennium is the first in which the City had to augment its revenues by drawing from its
reserves. That is forecast to continue unless the City can increase its revenues. The City must overcome its
deficit by the end of the 26452017 /2646-2018 biennium or it will fully deplete its reserves and be forced to
make radical reductions in levels of service. The City’s current rate of reserves depletion allows it to take time
to institute its revenue enhancement/diversification strategies, but it must act before those resetves are gone.

Objective 2: Limit increases in general fund expenditures to the minimum possible to maintain levels of
setvice or to add/enhance setvices and programs to meet community need.

The community demands high levels of service, and the Council has repeated its commitment to deliver
them. The costs to provide those services will likely increase as the community grows and as the costs
associated with medical insurance, reats-salaries, purchased services, utilities and other components of
running a city also increase. This objective institutionalizes the philosophy of cost containment, reinforcing
the need to keep cost increases to the lowest possible levels given the community’s need for services. It also
recognizes that the community’s needs may change over time and that it may cost the City money to respond
to those changes in needs.

Objective 3: Establish a desired level of City reserves

Past fiscal prudence and a high level of building activity resulted in the accumulation of a reserve account five
times greater than that required by the City’s budgetary policy. That reserve account is now being depleted
beeause-ofused due to the downturn in revenues and continuing increases in expenses. This objective speaks
to the importance of keeping Mill Creek solvent, even operating at a marginal surplus in the near future to
rebuild depleted reserves. Maintaining a positive reserve balance will also help the City weather future
economic downturns, an asset whose value this downturn has emphasized.

Objective 4: Institute annual review of economic indicators by end of 2012. (Related to Goals 2 & 3)

Mill Creek’s City Council is not eager to institute new fees or taxes. By incorporating economic and fiscal
indicators into its budget-building process, the City can review the revenue instruments in place and test their
appropriateness given economic trends and forecasts. Revenue recommendations included in Appendix A of
this plan are based on current conditions and those forecast based on what is known or thought today.
Future conditions, particularly related to the scope and pace of economic recovery, may motivate adjustments
to the revenue strategy. Employing these indicators, and having them become an active part of the budget
process, may help the City tailor its revenue strategies to ask only what is necessary given the best available
and most current information.

Plan Response: Economic Development

GOAL 5 - ENHANCE ECONOMIC AND EMPLOYMENT OPPORTUNITIES IN MILL CREEK
Objective 1: Encourage development of the Fast Gateway Urban Village master plan.

Making progress on developing the EGUYV is fundamental to this overall strategy. That project will generate
property and sales tax income upon which the City’s fiscal models are based. Failing to adopt development
agreements for EGUV projects will delay their development and delay the City’s receipt of needed revenue.
The City must take the time it needs, however, to ensure that the proposed development projects meet the
community’s other needs. Development quality, provision of local employment and compliance with
development standards are also important and should not be sacrificed solely in the quest for expedient
development agreement adoption.
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Objective 2: Encourage high quality design in other commercially zoned properties within Mill Creek.

High quality design will help retain and communicate Mill Creek’s character, and it will also encourage
continued investment in Mill Creek’s commercial and residential districts. Quality design promotes activity
and resiliency, communicating predictability that is fundamental to economic investment.

Objective 3: Assess the commercial land uses allowed by the City’s land use map and zoning map to ensure
they represent an optimal mix for Mill Creek.

Mill Creek’s comprehensive plan designations and zoning districts establish areas for commercial
development, but they may not provide for the land use mix or development standards that are appropriate
for the type and scale of development desired. An assessment of the plan and zoning will help the City align
its land use policy and development regulations with the future type of development the community
envisions.

Plan Response: Future Growth and Annexation

GOAL 6 — ENSURE THAT NEW GROWTH AND DEVELOPMENT IS HIGH QUALITY AND PROVIDES
A BENEFIT TO MILL CREEK

Objective 1: Annexation proposals shall be carefully evaluated for both short- and long-term benefits to Mill
Creek.

Annexations are strategic by nature. They have immediate fiscal impact, but they also may position the City
to take advantage of other future opportunities. The City’s present annexation policy focuses on immediate
fiscal impact, but it may not adequately address future opportunities annexations may present.

Objective 2: Mill Creek should monitor development proposals within its MUGA and take steps to protect
the interests of the City.

Collaboration with Snohomish County, particularly concerning development in the MUGA, is essential to
Mill Creek’s strategic positioning. MUGA development will impact Mill Creek, either by creating additional
demand for Mill Creek’s services or by shaping the ways in which Mill Creek is able to annex territory. This is
of particular concern along the arterial corridors, where land use, transportation, and economic development
planning intersect.

Actions

The following list of actions, presented inehronelogieal-orderby priority topic, is drawn from the plan
framework and designed to attain the plan’s objectives and achieve the strategic planning goals. Taken
together, they represent an integrated approach to enhance and diversify Mill Creek’s revenue stream, to
adopt policies that will help ensure the community’s continued economic and fiscal prosperity, and to sustain
provision of high quality services.

While these actions will influence the City’s long-term fiscal health, they are intended as short-term
recommendations. The primary focus is on what the City can do within the next six years to help overcome
its existing and forecast budget deficit. Longer term actions will also be significant and will be addressed more
fully as the City explores its policy options through its comprehensive plan update, capital facilities plan and
other efforts that have longer planning horizons.
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The matrix presented here lists individual actions, when they are recommended to occur and who has lead
and partner responsibilities in their implementation. fThe matrix also highlights if the-an action isintended
to-addresaddesses facilities, public services, fiscal balance, economic development or strategic growth and
annexation priorities and which of the strategic plan goals it switt-helps achieve. These implementation actions

are included on a quarterly calendar (Table 6.2) to illustrate their relative timing and assist in their scheduling
in departmental work plans and inclusion in the City’s budget.
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Community Character Actions

Timing

Lead/Partners

Response

SP Goals

Comprehensive plan update

The strategic plan and the comprehensive plan
are closely related. The comprehensive plan
has a different focus, however. Its policies
guide land use, transportation system design,
utility planning, housing development and
economic development, and these all impact
the community’s ability to provide services
efficiently at the levels the community expects.
Comprehensive plan policy can also help the
City be more resilient to economic downturns,
proposing land use intensities and urban
patterns that generate maximum tax revenue
and demand fewer services. This will almost
certainly be a conversation in the upcoming
plan update, particularly in light of the
community’s commitment to its
neighborhoods and “small town feel.” Mill
Creek’s participation in jointly planning for
urban centers within its MUGA will occur
during the comp plan update, laying the
groundwork for what may become future
annexations as determined by economic
development and annexation policy.

3rd Q 2012,
completed by
2nd Q 2014

Planning

All departments
Snohomish
county
Community

Facilities
Setrvices
Fiscal
Economic
devel.
Growth

Setrvice levels
Reserves
Minimize burden
Character

| Mill Creek Strategic Plan

Parks, recreation & open space plan

This action updates the City’s parks and
recreation plan to retain eligibility for State
grant funds and to address specifically how
the Everett School District and City can share
resources for effective and efficient provision
of recreation facilities and programs. Results
from this work will also inform the facilities
plan update.
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15t Q 2013,
completed in 6
months to
inform possible
GO bond
package

7 7

Parks and
recreation
Planning
Public works
City manager

01/03/12

Facilities
Services
Fiscal
Economic
devel.
Growth

Service levels
Character
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Public Facilities Actions Timing Lead/Partners Response SP Goals
Pavement preservation program Adopted in 1st Public works Facilities Service levels
The pavement preservation program must be Q 2012, with Fiscal Reserves
designed and adopted by the City if the City work Economic Minimize burden
wishes to fund it via a transportation benefit continuing devel. Character
district (see below). The program gets every year
implemented as funds are made available. This
pavement preservation program would be
designed to maintain the community’s roads
in safe and operable condition to either avoid
or defer costly roadway reconstruction
projects. To qualify for transportation benefit
district funding, however, it must have an
identified start and end point, at which point
the transportation benefit district would
expire.
Local revitalization fund 3d QQ 2012 in Planning Facilities Service levels
Establishing this tax increment district is place pending Dept. of Services Minimize burden
designed to produce funds for the approval of Commerce Fiscal Character
construction of roadways and other public development Snohomish Economic
improvements to facilitate development of the | agteements in County devel.
East Gateway Urban Village. The State of EGUV Finance Growth
Washington is supporting this action,
committed to contributing half of what the
district generates in value up to $330,000 per
year. Repayment of the proceeds will be based
on tax increment revenues, meaning that the
increased property and sales tax revenues
resulting from the project’s development
would be dedicated first to repaying the bonds
funded through this program.
Facilities plan update 15t QQ 2013, Planning Facilities Service levels
Mill Creek prepared a comprehensive facilities | completed in Public works Services Minimize burden
plan in 2009, but trying economic conditions six months to City manager Fiscal Character
have caused much of the plan’s inform Parks and Economic
recommendations to be deferred. The City potential GO recreation devel.
should now update that plan to revisit and bond package Growth
reschedule its recommendations, potentially
considering how to package some of the
larger facilities proposals into a bond request
for community approval.
| Mill Creek Strategic Plan Draft $2/6426/44101/03/12 Chapter 65-7



Public Facilities Actions

Timing

Lead/Partners

Response

SP Goals

Transportation benefit district

distrietThe pavement preservation program
needs a stable, consistent funding source.
Establishing a source that is tied to use is
preferable to a general tax. The City Council
can impose a $20 per vehicle charge on annual
vehicle license renewals without a community
vote. The fee can be raised to $100 per vehicle
if approved in an election. In keeping with the
Council’s preference to increase taxes or fees
as little as possible and the need to get funds
on line quickly, this plan anticipates a charge
at the $20 per vehicle level. The transportation
benefit district would remain in place only
long enough to complete the scope of work
identified during its formation. The City may
consider renewing the transportation benefit
district at the conclusion of its pavement
preservation program depending on its overall
road management plan and the condition of
the community’s roadways.

4t () 2014,
with 6-year
sunset to match
preservation
program,
reviewed every
two years

Public works
Snohomish
County

Dept. of
Licensing

Facilities
Fiscal
Economic
devel.

Service levels
Reserves
Minimize burden
Character

Police facility
Construct a new police facility or remodel
another structure for the same purpose.

40 Q2013

City Manager
Police

Facilities
Services

Service levels
Minimize burden
Character

City hall plans

If plans to relocate the police department
and/or public works shop facilities from the
current city hall succeed, the City will have an
opportunity to consider how best to house its
other city hall operations. This may take the
form of redesigning the existing facility’s
interior, seeking another city hall location in
an existing building or constructing a new,
purpose-built city hall.

154 Q 2013

Public Works
All departments

Facilities
Services

Service levels
Minimize burden
Character

| Mill Creek Strategic Plan
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Public Facilities Actions

Timing

Lead/Partners

Response

SP Goals

Public Works Maintenance Shop

The facilities master plan shows the public
works shop being constructed on property
owned by the City near the Sports Park. Staff
is also investigating lease/purchase options at
another location for potential cost reductions.
The timing of funding for the project will be
discussed in the first half of 2012 during
preparation of the 2013-2019 Capital Facilities
Plan (CFP). Moving the public works
maintenance operations from City Hall frees
up roughly 25 parking spaces and over 1,000
square feet within the building that could
immediately function as much needed storage
space with the possibility of additional
meeting rooms. This has the benefit of
extending the useful life of the existing City
Hall without a major capital outlay.

20d 4t Q 20132

City Manager
Public Works

Facilities
Setrvices

Service levels
Minimize burden
Character

Community center/Senior
eenter/Multipurpose community center
study

The eemmunity-capital facilities plan revision
will address this item in more detail and may
propose a schedule different from what is
proposed here based on its more in-depth
study. While demand for a community/senior
center is not as great as for other community
facilities, it is an issue that warrants further
study.

34 Q 20168

Public Works
Parks &
Recreation

Facilities
Services

Service levels
Minimize burden
Character

Sports fields expansion

Continue to partner with Everett School
District to shate sports field facilities and
explore options for future field facilities.

1t QQ 2012

Public Works
Parks &
Recreation

Facilities
Services

Service levels
Minimize burden
Character
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Public Services Actions

Timing

Lead/Partners

Response

SP Goals

Fire district contract

Costs to provide fire and EMS services have
to be reliably forecast into the future.: When
the current fire district contract expires in
2016, the City should push for some level of
stability and cost control and explore all
available options to avoid the potential for
surprise. Likewise, the fire district should
present a workable long-term budgeting
scheme that permits the City to plan reliably.

3 Q 2015 and

yearly thereafter

City manager
Finance

Police

Fire District 7

Services
Fiscal
Growth

Service levels
Reserves
Minimize burden
Character

Fee study

Users are accustomed to paying for recreation
programs, and the community’s households
are accustomed to paying for storm water
utility services. The City charges other fees,
too. This action item inventoties and evaluates
the fees the City charges, suggesting changes
to help more closely tie fees to the costs for
the services they support. This component of
the strategic plan is intended to relieve the
general fund from the need to subsidize
recreation programs, while, at the same time,
ensuring that participation in the various
programs is unharmed. Residents appreciate
their perception of value in services delivered,
and this study and its implementation should
remain consistent with that principle.

4th ) 2014,
completed in
three months

Finance
Parks and
recreation
Public works
City manager

Facilities
Services
Fiscal

Service levels
Reserves
Minimize burden

| Mill Creek Strategic Plan

Fee increase

This-action-implementstheA fee adjustment
will implement findings of the fee study,
carefully applying fee increases in accordance
with the fee study’s recommendations.

Draft 42
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Finance
Parks and
recreation
Public works
City manager

01/03/12

Facilities
Setrvices
Fiscal

Service levels
Reserves
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Fiscal Balance Actions

Timing

Lead/Partners

Response

SP Goals

15

Hoeld-a-Council Retreat to set fiscal
balance priorities

This strategic plan sets out policy direction
on balancing the City’s budget while
ensuring high levels of services provision.
The City Council will determine the most
effective and appropriate way to accomplish
the plan’s objectives, and this retreat will be

an important step.

15t Q 2012

City manager
All departments

Fiscal

Setvice levels
Reserves
Minimize burden

16

Cost containment

Limiting the rate at which costs increase is a
unilateral action the City has taken and can
continue to take to reduce its reliance on
increased revenues. This is consistent with
the City’s long-standing practice of fiscal
prudence and is proposed to continue,
particularly in light of the slow and relatively
flat economic recovery.

Ongoing

City manager
All departments
Fire District 7

Facilities
Services
Fiscal

Reserves
Minimize burden

Reserves policy

Identifying appropriate applications and uses
for the reserves fund is an important part of
fiscal strategy, outlining the circumstances in
which it can be expected to offset budgetary
deficit or leverage funding for capital

img rovements.

City manager
All departments

Fiscal

Service levels
Reserves

187

Property tax increase at 1 percent,
minimum

Implementing this as-quieklyas-possible-is
consistent with the City’s need to ease deficit
pressure and work within its existing
financial model. It does not restructure the
City’s revenue streams, but it does enhance
them by putting in place an annual 1%
property tax increase. In fact, this increase
would have only a modest impact on its
own. However, beginning to build in some
structural revenue increase is-may be
important, ae-matter-how-modest;
particulatly if the City seeks legislative relief
to alleviate a chronic fiscal shortfall.
Depending on other funding options
available, the City may opt to increase at a
rate greater than 1%.

4402012 and

thereafrer TBD

Finance

Facilities
Services
Fiscal

Service levels
Reserves

| Mill Creek Strategic Plan

Utility tax

The City should_evaluate the option of

institatea utility tax atasateandfora
t=} j N o >' i te¥)

recommend-agatnstit-indicating-that

10-2042_and
eyele TBD

Finance
Finance
Utility providers

0426/4101/03/12

Facilities
Setvices
Fiscal

Setrvice levels
Reserves
Minimize burden

Chapter 65-11



Rrevenue diversification sheuld-can include
enly-a marginal utility tax assessment relying
on a mix of other revenue sources working
in concert with-the-utilitytax-to generate
reliable revenue teliablyand-resilient to

economic change.

Publie EaeilitiesFiscal Balance Actions Timing Lead/Partners Response SP Goals
2019 | Budget monitoring program Ongoing Finance Facilities Reserves
This program puts into action the indicators, All departments Services Minimize burden
helping the City forecast the coming revenue Fire District 7 Fiscal
environment in time to make adjustments to WA Office of
its revenue enhancement/diversification Financial
strategy. By incorporating budget monitoring Management

into an annual cycle, the City can decide if
other revenue-augmenting measures are
necessary ot if revenue measures already in
place need to be scaled back or terminated.
Even though the City operates on a two-year
budget cycle, this should be an annual exercise
to ensure the City has adequate time to
respond to fiscal pressure and community

need.
20 Services Reserves
Fisea] Minimize busd
| Mill Creek Strategic Plan Draft 42/6426/4101/03/12 Chapter 65-12
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Economic Development Actions

EGUY development agreements
Facilitating EGUV development and
ensuring it develops in a manner that boosts
property tax and sales tax revenues is
essential to this strategy. Adopting
development agreements is an early step
along the development process, but it defines
terms to which the City and developer will be
held. It can specify land uses and timing, and
it can obligate the City to certain
improvements necessary to help move the
project forward.

Economic development assessment and
economic development plan
The strategic plan’s public process identified

theprevistonefdeealjebs-cconomic
development as a community priority. Fhisis

” ;w. '. ] % ] ] s ;.

Cig

2] 1 4 io limmiend 1o 4+ a|
ity stataresoutree s ahtea; nowevet;ana

5 3 St < An
economic development plan is an appropriate
vehicle to study the potential for job
ereationeconomic development in more
depth, using its results to inform
comptehensive plan policy, land use changes
and budget priorities. It focuses more on the
community’s long-term development,
economic prosperity and resulting fiscal
stability.

Land use capacity study
Analyze undeveloped or underdeveloped
parcels for economic development

opportunities_through potential zoning

changes.
Streamline development review process
Review permit processing procedures for

greater efficiencies while still maintaining

high quality development.

Draft 42

Timing Lead/Partners
2nd 2012, for  Planning
first, with City manager
others to Finance
follow Public works
Developers
1st and 20d Planning
2012, Snohomish
completed in County EDC
18 months to Business
inform comp associations
plan update Community
School district
2nd Q 2012 Planning
15t QQ 2012 Planning
04260/44401/03/12

Response

Facilities
Setrvices
Fiscal
Economic
devel.
Growth

Facilities
Services
Fiscal
Economic
devel.
Growth

Economic
devel.
Growth

Economic
dev.
Growth

SP Goals

Service levels
Reserves
Minimize burden
Character

Service levels
Minimize burden
Character

Setvice levels
Resetrves
Minimize burden
Character

Service levels
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Growth & Annexation Actions Timing Lead/Partners Response SP Goals

26265 Buildable lands analysis 20d 2012, Planning Facilities Service levels
This action links the City’s economic completed in Snohomish Fiscal Minimize burden
development planning with its and the nine months to  County Economic Character
County’s required work to update a buildable  inform County devel.
lands analysis. It will inventory available land ~ buildable lands Growth
and its suitability for development, taking analysis

into account land use and zoning
designations and environmental constraint.
Results will inform the economic
development plan and the comprehensive
plan update. This analysis should also study
underutilized land within the City and its
urban growth area, presuming that
redevelopment may occur where property is
not used to its full potential.

27276  Annexation policy update 20d Q 2012, Planning Facilities Service levels
The City has an annexation policy in place, completed in City manager Services Reserves
but the issue of annexation strategy is still an ~ six months Finance Fiscal Minimize burden
unsettled topic. While-there-arefesvurgent with targeted Public works Economic Character
annexationrequestsinfrontof the Citynow;  revisions Snohomish devel.
thereswill beasneighborinecommunities County Growth
seenras-fiseally-advantageous—When

reviewing the annexation policy, the City
should also consider it in terms of a broader
strategy, linking its positions on annexations
to what they may enable in terms of
community economic development and
economies of services. The comprehensive
plan update may provide an appropriate
vehicle for this discussion, as might the
preparation of an economic development

plan.
28287 Annexation feasibility study 15t QQ 2013 Planning Facilities Service levels

The City should undertake a feasibility Setvices Reserves
study to assess the fiscal and strategic Fiscal Minimize burden
issues related to specific potential Economic Character
annexation areas within Mill Creek’s dev.
MUGA. Growth

| Mill Creek Strategic Plan Draft 42/6426/4101/03/12 Chapter 65-14




Table 6.2 - Schedule, by action item and quarter ( M Denotes Council action. [0 Denotes staff activity.)

Quarter | 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4

Community Character Actions

1. Comprehensive plan update o|lo|joyo|o|jo|go|

2. PROS plan Oojlo|ogo| m

Public Facilities Actions

3. Pavement preservation program | O O O O O O O O O O O O O O
4. Local revitalization fund o m 0 I R B B

5. Facilities plan update O O O O

6. Transportation benefit district O O | O |

7. Police facility | O O O O

8. City hall plans | O O O

9. Public works maintenance shop | O O O O

10. Multipurpose community center study O O

11. Sports fields expansion O

Public Services Actions

12. Fire district contract | | | |

13. Fee study O O

14. Fee increase

Fiscal Balance Actions

15. Council retreat - fiscal priorities |

16. Cost containment O O O O O O O O O O O O O O O O O O O O O O O O O O O O

17. Reserves policy

18. Property tax increase 1% minimum

19. Utility tax

20. Budget monitoring program O O O O O O O

Economic Development Actions

21. EGUV development agreements Od | Od Od | Od O | O O |
22. Economic development assessment O |

23. Economic development plan Od Od Od O |

24. Land use capacity study Od O

25. Streamline development review O

Growth & Annexation Actions

26. Buildable lands analysis O O O

27. Annexation policy update O O |

28. Annexation feasibility study O




Appendix A: Fiscal Strategy

Fiscal management is a core component of the City’s strategy, ensuring Mill Creek can continue to provide
the high levels of service that its residents and businesses expect. The community appreciates the levels at
which Mill Creek provides its law enforcement, parks and recreation, streets, community development and
city administrative services. A fiscal strategy will ensure that this can continue, even in the face of challenging
economic times. This Appendix presents a recommended fiscal approach, considering the prevailing
community priorities and concentrating on enhancement and diversification of the City’s revenue sources to
provide for reliable funding of vital City services.

[Note: This is a new appendix that includes sections that were previously located in the “Strategic
Plan Framework” Chapter.]

Alternatives

This process involved the consideration of multiple issues, goals, priorities and needs, assembling a strategic
planning direction that provides clear direction for a way forward. The recommended draft strategy, described
in this Appendix, emerged from consideration of at least three strategic alternatives.

1. Stay-the-courseMatch services to available revenues

Staying-the-coursefoeuses-onmatehingThis alternative matches service levels to available resources,

concentrating on efficiency in setvices provision and resisting any move to increase local revenues
through imposition of new fees or taxes. This approach promotes the idea of economic recovery
being the engine of fiscal stability, with new development bringing increased property tax revenue
and rising retail sales providing increased sales tax revenue. Until revenues recover and begin their
upward trend, the City would concentrate on cutting costs and using its reserves to compensate for
budgetary shortfalls. This alternative could also cause reduction in service levels in time, a likely
outcome if property-vakaesnew construction and retail sales fail to increase as this model might
require. Because of the 1% limit on property tax increase, the lion’s share of revenue growth would
need to be in retail sales. Early development of the EGUV project would be a key requirement for
this alternative to succeed, but forecast sales tax revenue from that project alone would not be
sufficient to overcome forecast deficits.

2. Actincrementallylnstitute modest revenue enhancement/diversification

AetinginerementallywouldThis alternative proposes that the City institute modest levels of few

taxestax increases and/or increased or new fees designed primarily to diversify its revenue stream and
slow the depletion of its reserves. This approach;-presented-to-the-City-Couneilin-September;

would put in place an annual city property tax increase of 1% and assess a $20 per vehicle
transportation benefit district tax. It would reduce — but not end — reliance on the reserves,
extending the time that the reserves can make up for forecast budget deficits. Hopes behind this
alternative are that an economic recovery will take effect within six years and increase property tax
and sales tax revenues to the degree that the City’s diversified revenue stream grows to match
increased costs for providing services.

‘ Mill Creek Strategic Plan Draft 121/643/412 Appendix A-1



3. ActdecisivelyOvercome deficit in a single action

AetingdeeisivelyThis alternative would require instituting revenue enhancement and diversification
strategies designed to overcome the annual operating deficit in a single action, arresting reserves
depletion and funding expected cost increases with a balanced budget. By putting in place a 3%
utility tax_on phone, gas and sewer services (approximately $86 annually for the average household)
and by instituting an annual 1% city property tax increase ($7 annually for the average household),
the City could overcome forecast budget deficits within one year and end depletion of the reserves.
This action would also rely on cost containment practices, but it would provide the City with
adequate revenues to maintain services at current levels for the-at least the next 10 years, even if the
economic recovery is delayed or less significant than hoped.

Fiscal Balance

| This strategy incorporates the “Aet-deeisivelyOvercome deficit” alternative, suggesting several action
items, each supported by the plan’s goals. The plan is informed by discussion of the community’s public
facilities, public services, fiscal situation, economic development and growth and annexation. All of these
elements add dimension to the City’s strategic environment, touching on the context within which the City
must work as it sets its course through the coming years.

The strategy charts a course for City solvency, outlining steps to overcome deficit spending and ensuring an
appropriate budgetary reserve. Cost containment, reserves strategy, revenue enhancement and diversification,
and budget monitoring work together to help the City maintain levels of service while also strengthening
fiscal sustainability. This Appendix proposes revenue enhancement and diversification strategies designed to
balance the City’s budget. Monitoring the productivity of the revenue strategies is also essential, ensuring that
Mill Creek’s residents are assessed taxes and fees only as necessary.

1.

Cost containment

Cost containment is based on the City sustaining its levels of service while minimizing the increases
in cost it may take to provide them. Staffing costs, energy costs, insurance costs, and materials costs
increase every year. sand-seme-Some of these increases are due to inflationary pressure.;; and-Ssome
are due to the increased demand for services as Mill Creek’s population grows. _Cost containment
does not mean that the annual expenses remain static. It means that increases are minimized,
reflecting only those unavoidable cost increases necessary to sustain provision of the levels of service
to which residents have become accustomed._Careful negotiation of labor contracts, continued
pursuit of efficient services provision, and strategic spending on capital projects can help contain
costs, balancing fiscal restraint with the City’s need to provide the high levels of services the

community demands.

Reserves strategy

The City has built up almost $5 million in reserves, roughly ten times what its own budgetary policy
sets as a minimum balance. Part of the City Council’s charge over the first part of 2012 will be to
determine how it wishes to treat this reserves balance. It now sits as a savings account, with
withdrawals being made to offset the current budget deficit. But it represents a potential source for
capital investment or leverage for capital investment if the City can find ways other than drawing
from its reserves to balance its budget.
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3. Revenue enhancement & diversification

This element is stratified into three tiers. The first tier is the measured revenue
enhancement/diversification strategies that can be implemented quickly and can close the current
and forecast deficit in few actions. Fhesdeo-notenjoythegreatestdegreeof Counellsupport
hewever—They can be implemented over time, but the annual deficit will continue to consume
reserves at a rate of between $400,000 to $450,000 per year until some or all of these items are
brought on line. The second tier includes a mix of strategies, with some more favored by Council
and still perhaps necessary if Tier 1 measures fail to generate enough. The third tier contains those
strategies that should be considered after the others have been exhausted and proven insufficient.

Tier 1 strategies are-propesedas proposed by the consultant asare theleastintrusive-the first step
toward revenue enhancement and diversification strategies that can close the deficit and retain levels
of service. They respond to the Council’s desire to act only as necessary to slow the rate of and
arrest deficit spending. e es thity-tax-is S : st

fiseal-gap-ina-single-move:

This model proposes implementation of Tier 1 measures, followed by a periodic monitoring of their
productivity. The City can then better determine the degree to which it should consider revising its
Tier 1 strategy and implementing Tier 2 measures.

Tier 1

Property tax — the City would implement a minimum 1% property tax increase each year to
help sustain levels of service. While this does not keep pace with anticipated increases in
costs to provide these services, it does help slow the rate of increase in the deficit spending.
This would amount to an estimated $7 per $400,000 home, resulting in an annual revenue
increase of to the City of approximately $50,000, based on 2011 property tax valuations. This
action should be taken as soon as possible, understanding that increased revenues paid
through property taxes will take at least one year before the City realizes any gains.

Local revitalization fund (LRF) — Based on tax increment generated by the development of the
East Gateway Urban Village and supplemented by a grant from the State, revenue from this
source would be dedicated to pay for improvements necessary to facilitate that project’s
development, such as construction of a spine road and other important infrastructure.
Revenue would be in the form of proceeds from bond sales, creating debt, half of which
would be repaid by the City via increases in property and sales tax proceeds. The other half
would be paid to the City through the State’s LRF rebate program. The objective would be
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to provide a mechanism for paying for infrastructure that would relieve pressure on the
general fund, all while leveraging public investment to make development more attractive
and more rapid, resulting in earlier and greater returns to the City.

The consultant recommends that Tier 2 strategies are-to-be considered for implementation if the first
tier of revenue strategies fails to generate enough to balance the budget or if indicators show that
Tier 1 strategies are generating more revenue than necessary and should be replaced with some of the
other strategies listed here.

Tier 2

Utility tax, phase 1 — Mill Creek is the only city in Snohomish County that does not collect a
utility tax. This is a flexible instrument, and can generate more than $1million annually.
While the City Council is not eager to impose such a tax, even a relatively modest assessment
can raise enough revenue to align the budget. And it can be terminated if and when
revenues from other sources increase. It also spreads the burden across both owner
occupants and renters. Imposing a 3% utility tax on phone, gas and electricity would
generate approximately $600,000 in annual revenue at a cost of approximately $86 per

household. Local jurisdictions surrounding Mill Creek charge utility taxes at rates of 5% and
6%.

Transportation benefit district — By adopting a $20 per vehicle charge on license renewals, the
City would raise approximately $300,000 per year. Expenditure of these funds would need to
be tied to a specific roadway improvement plan, such as one considered for pavement
management, or other specific transportation system improvements.

Bantked property tax — Since Mill Creek has resisted annual property tax increases, it has
effectively “banked” a 5% property tax increase that it can impose at any time. This would
result in a revenue impact of up to $250,000 per year. Instituting this measure to its fullest
would likely result in a $35 per year increase in property tax for a home valued at $400,000.
The City may need to consider tapping into some lesser amount of this “banked” amount,
however, if other revenue enhancements don’t raise enough money to meet the City’s
financial needs.

Fee increases — Recreation and the storm water utility are two facets of City services that are
fee-supported. Other fees, such as parking fines or traffic violations, also contribute to this
part of the budget, though the City may have little control over the fines established by the
State. The City should consider incremental fee increases to match the increases to provide
these services, understanding that substantial increases in recreation fees may result in the
unintended consequence of decreased participation, particularly if non-resident fees are
increased beyond the current 15% fee. Every 1% increase in fees and charges results in
approximately $7,000 in annual revenue increase. Adopting a 10% fee increase would result
in an increase of approximately $70,000 per year.
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Direct sponsorship & advertising — The City may consider selling space at its ball field, soliciting
additional program-oriented sponsorships or other means of attracting private funds to help
pay for the costs of providing services. These approaches can be effective but may be
challenging to acquire and retain during slow economic periods.

The consultant recommends that t¥he following strategies are to be considered for implementation if
the first tier and second tier of revenue strategies fail to generate enough to balance the budget.

Tier 3

Utility tax, phase 2 — The 3% utility tax proposed in tier one should be sufficient to close the
budget deficit, but unexpected cost increases or declines in other revenues mayv cause the
City to consider increasing its utility tax rate. The maximum now permitted is 6%, and a tax

at that rate would generate approximately $1.2 million if assessed on phone, gas and electric
bills.

B & O tax — Mill Creek charges no B&O tax. It is a relatively uncommon tax, with only Lake
Forest Park and Everett charging local B & O tax within Mill Creek’s general area. Local B &
O tax rates range from 0.1% to 0.2% of annual business income. Every $1 million in
business income within Mill Creek would generate $1,000 in local revenue.

Special sales tax — This applies to hotel/motel taxes, rental car fees or othet specialized sales
items. Since Mill Creek has no overnight lodging facilities and few, if any, rental car facilities,
this strategy is essentially valueless to the City at the present time. But there might be other
opportunities for this approach that arise within the six-year period of this plan.

3. Monitoring

There are several indicators that the City can use to evaluate its revenue strategy and guide
adjustments as necessary. Employing these indicators will require annual budget reviews to update
forecast revenues and consider upcoming revenue strategies and cost-containment activities.

e Property valuation — Increases in property valuation will help indicate how the City’s
property tax revenues will change, informing the City’s revenue forecast and its evaluation of
the appropriateness of its revenue strategies. If property valuation remains static or
continues its slide, the City may need to consider new revenue strategies. If it increases
beyond expectations, then the City may consider scaling back on its revenue enhancements
to compensate for greater than expected property tax growth. The annual one percent limit
on property tax increase will still apply, but this indicator will demonstrate the reliability of
that one percent increase occurring, an important consideration at a time when property
values have been in decline.

e Retail activity — Increasing retail activity means increasing sales tax revenue. The City could
opt to increase its levels of service, restore programs that had been cut or dedicate an
additional share to reserves. Or, conversely, if sales tax growth is slow, the City may need to
consider additional revenue strategies to help offset deficit spending.

e  Permit valuation — Valuation of building permits will help indicate future property tax
trends. Static or declining annual building permit valuations indicate that property tax
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revenue will be flat. If permit valuation jumps, then the City may consider tempering other
revenue-generating strategies in anticipation of a property tax increase. But there is a delay
built into this indicator. Increases in permit valuation indicate that property values may also
increase and that property tax revenues may increase as a result. Increases in revenues to the
City will be realized at least one year after the permit is issued.

e East Gateway progress — The strategic plan still relies on timely development and
occupancy of the East Gateway Urban Village, with property tax and sales tax increases
creating noticeable revenue gains by the year 2016. This assumes rather rapid pursuit of the
project’s development, and the City’s tracking of its development progress will help forecast
the revenue impact more accurately. Execution of development agreements, approval of any
applicable rezones and subdivisions, approval of use permits, application for and approval of
building permits, and issuance of final occupancy permits are all trackable components of
the development process. Diligent pursuit of the project’s development will help the City
realize that 2016 goal, but a slowed development process will almost certainly push revenue
gains to beyond 2016. The City can use this information to gauge if and when it should
consider revenue increases to offset any delays in East Gateway development.

¢ Ending fund balance — Cash on hand at the end of the year is an undeniable indicator of
economic performance. The last year saw the ending fund balance in the general fund
decrease. Annual review of the ending fund balance will provide the community with a
thumbnail assessment of the fiscal situation and hint at the success of this strategic plan and
its implementation. It is likely that the ending fund balance will continue to decline through
2016, though hopefully at a slower rate. By the end of 2017 it should be on a matginal
upswing, indicating the City’s efforts to contain costs and rebuild its reserves balance.
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