AGENDA
MOUNTLAKE TERRACE CITY HALL ADVISORY COMMITTEE
Thursday, May 4, 2017
6:30 p.m.

Mountlake Terrace City Hall
6100 219th Street SW, Suite 220

1. CALL TO ORDER
2. Review New Preliminary Layouts
3. Review Required vs. Non-Essential Soft Cost List
4. Project Components
a. Police Department Space
b. Public Gathering Space
5. Discuss Interim City Hall Space Vs. Proposed City Hall Space
6. Discussion of Ballot Measures & Financing Options
7. Discuss May 10 Community Meeting
8. Committee Comments
9. Public Comment (Three Minutes Per Person)
10. ADJOURN

Next Meetings:
 Wednesday, May 10, 2017, 6:00 p.m. (Community Meeting #3 at Cedar Way Elementary)
 Thursday, May 18, 2017, 6:30 p.m. (Regular Committee Meeting at Interim City Hall)

Soft Costs Table for Base Model
(19,762SF, $12,885,073)
SOFT COSTS
Basic A&E
Envelope Consultant
Interior Designer
As-Built Documentation
LEED Document

REQUIRED/ESSENTIAL
$961,085
$23,000
$15,000
$12,000

Furniture, Fixtures,
Equipment

$138,334

WA State Sales Tax
Construction Contingency
Owner’s Project Manager

$875,259
$849,766
$150,000

Commissioning
Testing

$15,000
$84,977

Permits/Inspections

$212,442

Site Survey
Geotech Survey
Escalation

$68,840
$102,000
$509,860

Real Estate Fees and
Borrowing Costs
Transportation Impact
Fees

$138,690

Moving Expenses

$18,000

1% for the Arts

$84,977

Bid/Const/Mylar Printing
TOTAL SOFT COSTS

$10,000

NON-ESSENTIAL

NOTES
11.3%

$77,000

State energy code is
about equivalent
Typically 4-6% est cost
of construction, this is
reduced significantly by
using current furniture
and equipment.
10.3%
10%
Est. 18 months (6
months design, 12
months construction)
Required?
Required? What kind
of testing? 1% is
typical.
Est by city’s Permit
Tech & Building Official
Est by Civil Engineer
Est by PW Ops Mgr
6%, 18 months explain
Est by Piper Jaffray &
City Manager
City gets credit for
previously constructed
use. New City Hall
would add peak
evening trips.
Estimate based on
prior move + new
equipment since 2009
Required by Ordinance
Can be applied toward
public gathering space
Typical Estimate
$4,387,413

$41,184

$77,000

Memorandum
To:

City Hall Advisory Committee

From:

Scott Hugill, City Manager & Virginia Olsen, Community Relations Director

Date:

May 4, 2017

Subject:
Population & City Hall Square Footage
______________________________________________________________________________
POPULATION TARGETS:
The recent space needs assessment for city departments yielded a need for 19,762 SF for current
City Hall departments to serve the Mountlake Terrace community up to a population of 26,000.
Including Police Department needs, the result was 22,865 SF.
At your first meeting, the Committee spoke about building an efficient City Hall that meets the
needs of the future. Staffing levels for the space needs assessment were projected to meet the
needs of the community at least 30 years into the future. The assessment evaluated service levels
for the current population of about 21,000, an interim population of 23,000, and a build out
population of 26,000. At your April 6 meeting, the Committee asked how the city could reach a
population of 26,000.
The City of Mountlake Terrace’s adopted population target is 24,767 by the end of 2035 in the
2012 Snohomish County Buildable Lands Report. This report is updated every ten years. The
city’s population was 21,090 in 2016. New City Hall would open in 2020 and the population
target from the County is nearly 25,000 by 2035. The report says in order to meet this objective,
Mountlake Terrace will need to continue taking a proactive approach to encourage compact and
transit-oriented development, housing options and a variety of land uses (examples include
Arbor Village, Vineyard Park, Mountlake Senior Living, Atworth Commons, and future projects
such as Rogers Market site, Atlas 236th, Gateway Transit-Oriented Development, Promenade,
Andorra Estates expansion, and Creekside Church redevelopment.)
CITY HALL SQUARE FOOTAGE:
The current Interim City Hall includes 14,298 SF and the rentable area under the city’s lease
includes a “load factor of 1.15 for a total 16,821 SF. This “load factor” is for the city’s share of
rentable area of the premises such as hallways and restrooms located outside of our suites.
Notable space needs not met in Interim City Hall include bigger lobby with space to
accommodate more customers who need to complete paperwork, more counter space, small
meeting rooms to exchange private or financial information, additional meeting room space, and
larger lunchroom. Additionally, the staff shares the public restrooms at Interim City Hall and
does not have internal restrooms. In the former City Hall, there were internal restrooms for
employees and public restrooms in the lobby for visitors.
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The space needs assessment report included a 1.15 “net-gross multiplier”. This multiplier is for
non-assignable area or the sum of all areas on all floors of a building not available for
assignment to an occupant or for specific use but necessary for the general operation of a
building.
Common examples of non-assignable area include:






Building Services
o Custodial Supply Rooms
o Janitorial Sink Rooms
o Janitorial Closets
o Public Restrooms
Circulation
o Elevator lobbies
o Tunnels
o Bridges
o Each floor’s footprint of elevator shafts
o Escalators
o Stairways
Mechanical
o Boiler rooms
o Mechanical & electrical equipment rooms
o Fuel rooms
o Meter & telecommunications closets
o Each floor’s footprint of air ducts
o Pipe shafts
o Mechanical service shafts
o Service chutes
o Stacks

While the city currently pays for 16,821 SF of space in Interim City Hall, this does not include
staff restrooms, space for future staff, larger lobby and front counter, mudroom, custodial and
workroom area, and additional/larger meeting rooms that are needed in a new City Hall. The
proposed base model City Hall would have 19,762 SF or 2,941 SF of additional space as shown
below.
19,762 SF
-16,821 SF
2,941 SF

Proposed Base Model City Hall
Interim City Hall Leased Space
Net space for future staffing needs, larger lobby, additional/larger
conference rooms, and custodial area/bicycle storage/loading dock.

Current Council Chambers in Interim City Hall is about 1,915 SF (without AV room). The
proposed Council Chambers (2,318 SF) adds more height and depth to allow for presentations to
be shown to audience behind the dais, a restroom, and an adjacent room for executive
sessions/additional meeting space (552 SF) that would also be used during daytime hours.
Excluding the space for this meeting room, the Chambers is actually slightly smaller than the
current Interim City Hall Council Chambers however the space is used more efficiently.
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The programming results added a second 552 SF meeting room on the other side of Council
Chambers that could open up into a larger room with the Chambers for events and large
meetings. If the Committee feels like the total square footage is too much, this is one option to
consider for removal however one of our priority needs was more meeting space.
The current lobby in Interim City Hall is approximately 560 SF with just four chairs along the
wall for customers. The proposed lobby is 790 SF which includes a queuing area for the Council
Chambers entrance, display cases for arts/historical information, additional space for customers
to be seated while completing paperwork, and kiosk space for future online services and
information.
The employee lunch/breakroom in Interim City Hall is approximately 267 SF (not counting the
storage closet). The proposed breakroom in new City Hall is 261 SF.
Interim City Hall Records Room is about 336 SF and includes the shredder, safe and a ladder.
The proposed records storage room for a 36 box capacity with shelving for departments is 144
SF and for the HR/Payroll secure records cage for 36 box capacity with shelving is 80 SF. We
will be utilizing other city facilities for storage. This is a net decrease of 124 SF.
Additional records room space of 299 SF includes a worktable and open area (which we had at
the former City Hall), safe, waste receptacles, roller cart, hand truck, presentation boards, plan
bins and a shredder which are currently housed in the Interim City Hall records room and other
places in Interim City Hall including the Engineering plotter room and vacant work spaces.
Additional staff to accommodate future services for a community of 26,000 is a net gain of 10.
These positions include:










Records Coordinator (CM Office)
Auditor (Administrative Services)
IT Technician (Administrative Services)
Management Analyst (Administrative Services)
Associate Planner (CED)
Building/Electrical Inspector (CED)
Code Enforcement (2 – CED)
Civil Engineer (Engineering)
Sound Transit (Engineering/Consultant)

Total Office Square Footage
Estimated Circulation Factor
Total Space for Additional Staff

64 SF
64 SF
80 SF
120 SF
96 SF
80 SF
160 SF
96 SF
96 SF
856 SF
214 SF
1,070 SF

Currently the Auditors and Sound Transit Consultant are utilizing vacant offices in Interim City
Hall due to staff vacancies and Code Enforcement staff are in the current Police Station. New
positions anticipated over 30 years are Records Coordinator, IT Technician, Management
Analyst, Associate Planner, Building/Electrical Inspector and Civil Engineer.
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The office space for these ten employees and circulation space factor is approximately 1,070 SF.
Other items included in the proposed new City Hall are:




Mudroom/custodial area
Bicycle storage/restroom w/shower, 5 lockers
Loading docks/storage cage, recycle bins, work counter, open area

199 SF
260 SF
251 SF
710 SF

Additions from Interim City Hall Space to Proposed City Hall
Additional Lobby Space
Additional Chambers Space (includes 552 SF for exec sessions/meetings)
Space for 10 additional staff members
Other Items (mudroom/custodial/bikes/loading docks/work counter)
Additional Meeting Room Adjacent to Chambers

230 SF
403 SF
1,070 SF
710 SF
552 SF

Total Space for Above Items

2,965 SF

Proposed Additional Space in New City Hall (Base Model)

2,941 SF

The additional 2,941 square feet of proposed space is focused on our priority needs and future
growth to meet the needs of the community today and well into the future. The remaining space
is equivalent to what we are currently renting at Interim City Hall.

Memorandum
To:

City Hall Advisory Committee

From:

Scott Hugill, City Manager

Date:

May 4, 2017

Subject:

City Hall Financing

The purpose of this memo is to provide information regarding some of the financial topics the City
Hall Advisory Committee has raised over the past few weeks.
Finance 101: Property Taxes
City property taxes in Washington are a bit unique. Elsewhere in the country cities annually set
what is called the “mill rate” (what we call the levy rate) to be collected. If a city sets a mill rate
of $1.00, then $1.00 is collected for every $1,000 of assessed valuation.
This can lead to broad changes in what individual property owners are charged from one year to
the next based on the assessed value of their property. For example, if you own a home with an
assessed valuation of $100,000 in a city that sets the mill rate at $1.00 in 2015 you would pay $100
in city property taxes that year
$1.00 x ($100,000 ÷ $1,000) = $100.00
If the next year your property valuation increased by 50 percent due to something other than an
improvement project (e.g., a hot housing market), you would end up paying 50 percent more when
the city sets the levy rate at $1.00 in this example.
In Washington, however, municipal property taxes do not fluctuate like that. This is because of
two factors. The first factor is that cities do not set the levy rate; instead cities set the total amount
of property taxes to be collected, leaving the setting of the levy rate to the county when the county
calculates how to allocate the collection of property taxes.
The second factor is the limitation under Washington law on annual increases in municipal
property tax. Under this limitation, even if every property in Mountlake Terrace were to
experience a doubling of assessed valuation from one year to the next, the city is still limited to
raising the total property tax collected by one percent. (The exception to this is new construction,
which is added to the city-wide assessed valuation the year following the construction.)
To explain this, an example from the Municipal Research & Service Center (MRSC) is at the end
of this memo.
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Loan vs. Bond
If a bank were to loan the city money to build city hall, the interest rate would be good because of
the city’s ability to repay the loan.
However, the interest rate on a loan would not be the lowest interest rate available to the city. That
is why cities use tax-exempt bonds for projects over a few million dollars.
Municipal tax-exempt bonds are promissory notes to repay a loan. The bonds are typically in
increments of $5,000. The buyers of these bonds receive principal and interest payments from the
city until the principal on the bond they hold is paid off. Each bond states the interest rate that will
be paid, and how long until that particular bond is paid off. The longer it takes to pay off a bond
(e.g. 30 years) the higher the interest rate on that bond. We use the average interest rate over the
length of all the bonds to determine the weighted average interest rate.
Because the interest the city pays to these “bondholders” is tax-exempt under federal law (bond
holders pay no tax on the interest they receive), the interest rate the city pays can be lower than the
interest rate the city would get from a bank on a loan.
Let’s look at a couple of examples:
Example 1: You loan someone $5,000 at 3 percent annual interest. At the end of
the first year, if none of the loan principal had been repaid, you would have received
$150 in interest payments (3 percent x $5,000 = $150). You report this $150 of
interest income on your federal tax return. If you are in a tax bracket of 25 percent,
you pay $37.50 in taxes on the interest income ($150 x 0.25 percent = $37.50).
Even though you are charging an interest rate of 3 percent, after you pay taxes on
the interest income, your effective interest rate on the loan becomes 2.25 percent
($150 - $37.50 = $112.50 $112.50 ÷ $5,000 = 2.25 percent).
Example 2: Now say instead of loaning that $5,000 to an individual at 3 percent
interest you instead loan the money to a city in the form of purchasing a $5,000
municipal bond that pays 2.5 percent interest from the city. The first year you hold
that bond, you receive $125 in interest from the city ($5,000 x 2.5 percent = $150).
You don’t pay income taxes on any of the $125 interest income you received
because federal tax law states the interest on municipal bonds is tax-exempt.
The conclusion between these two examples is that an investor makes more money loaning a city
$5,000 at 2.5 percent than the investor would make loaning the same amount to a commercial or
private individual at 3 percent.
This is why municipal bonds can be offered at a lower interest rate than commercial loans from a
bank.
There are costs with issuing bonds that do not exist with conventional loans. The bonds are sold
by an underwriter, and the paperwork (a pro forma and ordinance) have to be prepared by an
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attorney who specializes in municipal financing. Both the underwriter and attorney charge a fee
for their services, and this fee is typically more than a bank would charge for processing a loan.
However, the lower interest rate on municipal bonds more than covers the cost of the underwriter
and attorney.
Length of the borrowing term (20 years vs. 30 years)
Much like a home mortgage, the length of the borrowing term has its plusses and minuses.
A 20-year term on municipal bonds comes with a lower interest rate but higher payments.
Conversely, a 30-year term has a higher interest rate but lower payments made over a longer
period.
Most of the city’s debt for infrastructure is based on 30-year bonds. This is because infrastructure
(utilities) is meant to last for at least that length of time, and because it has the lowest impact on
utility rates.
The same is true in the financing for city hall: whether or not the community prefers lower
payments for a longer period or higher payments for a shorter period.
I recommend the 30-year term for two primary reasons. First, the impact on property owners is
less annually due to the lower payments of a 30-year bond. Second, new development that occurs
during the final ten years of a 30-year term will help to pay more of the share of the annual debt
payment.
A “Design / Build / Lease” approach
The traditional approach to a public project in Washington is to hire an architect to design it, and
then once the design is complete, have contractors submit bids to construct it based on the design
plans. The responsive contractor with the lowest bid is then selected to build the project.
It is not uncommon through this approach to run into issues that lead to increased costs once
construction begins. For example, the contractor may come to the city during construction and
say something like, ‘I can’t build what the architect designed in this part of the building. You’ll
need to change the design, and I’ll need to charge the city more for the delay in waiting for you to
make the correction in the design.’
Problems such as this can often be reduced if the contractor is able to work closely with the
architect during the design of the project so that the architect has the aid of a contractor’s input.
This “design/build” arrangement, in which an architect and contractor partner on a project, is
controlled by State law for cities. (See Chapter 39.10 of the Revised Code of Washington) Under
State law, cities for the most part need to have special approval from the State to do design/build
projects, and this approval comes with a lot of requirements and limitations.
To get around these requirements and limitations, many cities (including Shoreline and Bothell)
have constructed city halls by using an IRS provision referred to as “63-20” (a reference to the IRS
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interpretation number outlining elements of the program). This provision adds to the
“design/build” process by adding a third element – a lease - to make it a “design/build/lease”
project.
The city can’t do design/build without going through the State’s approval process with all of its
requirements and limitations. But a not-for-profit organization can enter into a design/build
project. And, according to IRS ruling 63-20, a not-for-profit can also issue tax-exempt bonds to
pay for the project if certain conditions apply, such as the tenant of the project being a public
agency.
So here’s what cities do: First, a not-for-profit agency is created and charged with developing a
city hall of a certain size, quality and cost through a design/build process. Second, an agreement
between the city and the not-for-profit is established stating that the city will lease the city hall
from the not-for-profit for 30 years, during which time the city’s annual lease payments will be
equal to the not-for-profit’s annual debt payments on the tax-exempt bonds used to pay for
construction. The agreement will also stipulate that once the bonds are paid off, the city owns the
city hall.
The not-for-profit then solicits proposals from developers to do a design/build project of the size,
quality and cost the not-for-profit and city have identified. The not-for-profit selects a developer,
and enters an agreement to design (with public input) and build the project. For Shoreline’s city
hall, the developer was Opus LLC, which pulled together a team that included LMN Architects.
For Bothell’s city hall, the developer was Vulcan, and used Miller Hull Architects.
Once the project is constructed (and owned by the not-for-profit), the facility is leased to the city.
This is how cities can get the benefits of design/build, while also taking advantage of tax-exempt
financing.
Part of this design/build/lease arrangement is that the developer takes on the risk of cost overruns
rather than the city or the not-for profit. This acceptance of risk acts as an incentive for the
developer to ensure the project is kept as efficient as possible in terms of the architect and
contractor working closely together.
But this approach also comes with costs not found in the traditional approach of public projects.
There is a cost for setting up the not-for-profit agency. And because a developer is going to want
to be paid for coordinating the project, as well as for taking on the risk of the project, there is cost
to the not-for-profit (and ultimately the city) for the developer’s involvement. Because of these
added costs, unless the project is over $15 million or so, the additional cost of the developer’s
involvement is not necessarily offset by the efficiencies of the project.
A summary of the “design/build/lease” or 63-20 approach from MRSC is attached, and can be
found here: Fifty Years of 63-20 Financing
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Example of Calculating the Property Tax Levy
From Municipal Research & Service Center - MRSC
The complexity of the property tax means that year to year changes in collected taxes may not be
intuitive. Glenn Olson, former Deputy County Administrator of Clark County, developed the
below examples of how property tax bills may change based on various factors.
Imagine a county [or city] that has only one parcel and one house that is brand new. This property
is worth $100,000. As its only property, its value is also the entire assessed value of the county.
Suppose further that the levy rate in that county is $2.00. That means this property owner must pay
$2.00 for each $1,000 that his or her property is worth. In the first year after its construction, the
taxes on that home would be calculated as follows:
Assessed value of the county in thousands ($100) x Levy rate (2.00) = Tax bill and Year 1
levy ($200.00)
The only time taxes are calculated this way is in the first year after a home is built – i.e. for new
construction. In every following year it works differently. In year 2, the county may only increase
its levy by 1%. So following our example:
Last year's levy ($200) + Additional 1% ($2.00) = Tax bill and Year 2 levy ($202.00)
Even if the value of this county’s one home had increased by $100,000, to $200,000, its tax bill
would still be $202.00. No matter how much the assessed value in the county increase, its levy
may increase only 1%. So the county adjusts the levy rate to make it fit the new assessed value:
New levy amount ($202.00) ÷ New assessed value in thousands ($200) = New levy rate (1.01)
Any new homes that might be built in year 2 would be taxed at this new levy rate.
To see how increases can be greater than 1%, suppose our imaginary county had started with two
new homes, but that each one was worth only $50,000. The assessed value would still total
$100,000 in year 1.
With the same $2.00 levy rate, the levy in the first year would still be $200. But instead of one
home paying the entire levy, the two equal-value homes would split the levy equally and pay $100
each. In year 2 the levy would still increase by only 1% to $202. And if the value of both homes
together increased to $200,000, the levy rate would still drop to 1.01.
But suppose to get to that $200,000 value, one home tripled in value to $150,000 and the other
stayed the same at $50,000. Then their respective tax bills would look like this:
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Home 1
$150
x 1.01
$151.50

Home 2
$50
x 1.01
$50.50

Total County
$200
(Total County AV)
x 1.01
(New Year 2 levy)
$202.00

The total levy is still $202, but more of it is borne by the home that increased in value and less of
it by the home that did not increase. Assessed value only determines a home’s share of the levy. If
all home values were to change by the same percentage, then each home’s share of the levy would
stay the same and everyone’s taxes would increase by exactly 1%.
The above examples are extremely simple. In reality, one home is usually in several taxing districts
that overlap. Voted levies, levy shifts, levy lid lifts may be in effect, or a jurisdiction may be
tapping its "banked" capacity. And finally fees for numerous things from improvement districts to
utilities may show up on a tax bill. These all affect what looks like our property tax bill. But at the
core of our property tax system it is true that taxes may only increase by 1% per year unless local
governments (1) tap banked capacity, or (2) seek voter approval through a levy lid lift or excess
levy.

Memorandum
To:

City Hall Advisory Committee

From:

Virginia Olsen, City Clerk/Community Relations Director

Date:

May 4, 2017

Subject:
Ballot Measure Information
______________________________________________________________________________
BACKGROUND:
In Washington State, elections are conducted by the counties and election timelines are
prescribed and published by the counties each year. When the city conducted its recruitment last
fall for the City Hall Advisory Committee, we checked the Snohomish County timelines for
ballot measures in 2017 and knew pretty quickly that the August Primary Election ballot would
be too soon. We also knew that if we were to make the November General Election ballot, we
would need to move quickly.
TIMELINE FOR NOVEMBER 2017 BALLOT:
Provide Committee Recommendation to City Council

June 5, 2017

Prepare Ballot Measure Language, Explanatory Statement June - July 2017
Adopt Resolution/Ordinance to Place Measure on Ballot

By July 3, 2017

Advertise for Pro/Con Statement Committee Members

Late June – July 12, 2017

Appoint Pro/Con Statement Committee Members

By July 17, 2017

Submit Ballot Measure, Explanatory Statement,
Pro/Con Statement Committee Members to County

August 1, 2017

Election Day

November 7, 2017

BALLOT MEASURE OPTIONS:
We spoke to the city’s bond counsel at Foster Pepper, LLC about options for placing two bond
measures on a ballot or on consecutive ballots. Although it has not been done much recently,
they have seen agencies do this. It was recommended that if two propositions are on the same
ballot, that the second one include language similar to “if Proposition #1 passes, would you pay
an additional __¢ per $1,000 assessed valuation per year for Police Station space needs.”

