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EXECUTIVE SUMMARY

This report documents findings of an association analysis for the Central Kitsap Urban Growth Area
(CK UGA). Berk & Associates conducted the analysis on behalf of the Kitsap Regional Coordinating
Council (KRCC), in partnership with Kitsap County, the City of Bremerton, the City of Poulsbo, and the
City of Port Orchard with support from the Washington State Department of Community Trade and
Economic Development (CTED).

The CK UGA is a partially-urbanized area immediately north of the City of Bremerton and south of
unincorporated Silverdale in Kitsap County. Central Kitsap was initially designated a UGA in 1998, with
the adoption of the Kitsap County Comprehensive Plan, but it has never been formally associated with
any particular city. At present, Kitsap County continues to provide capital facilities planning and
governance for the UGA. This study seeks to determine if the CK UGA should be associated with the
neighboring City of Bremerton by analyzing urban service delivery in the area and the fiscal
implications of potential changes in service delivery and governance. The urban services analysis
identifies the most efficient and cost-effective long-term options for configuration of service providers
to provide urban levels-of-service to the area.

In addition to making a recommendation on association of the CK UGA, this study also identifies key
service delivery and fiscal issues that could impact potential UGA Management Agreement (UGAMA)
negotiations for the CK UGA. A UGAMA is one mechanism cities and counties can use to coordinate
and plan for efficient and cost-effective urban service provision in UGAs. If a UGAMA is structured and
executed successfully, over time it should reduce disagreements and barriers to efficient service
provision and governance transitions and limit the need for lengthy or difficult inter-local agreements
at the time of annexation. While the UGAMA is designed to facilitate transition of governance through
eventual annexations, the presence of a UGAMA does not preclude the possibility of the area
incorporating at some point in the future.

Association Determination

After completing the assessment of urban service delivery in the CK UGA and fiscal implications of
potential service changes, it is recommended that the CK UGA be associated with the City of
Bremerton. From a policy perspective, both the State Growth Management Act and Kitsap Countywide
Planning Policies encourage unassociated UGAs to be associated with a city or designated for
incorporation into a new city. Incorporation has not been seriously considered in the area and
Bremerton is the only adjacent municipality. An association determination does not preclude future
consideration of incorporation if residents so desire.

The analysis did not surface any issues with service transfer that present a significant barrier to
association with Bremerton and it is expected that the most efficient configuration of urban services
can be achieved with proper planning and UGAMA negotiations. In fact in many cases (fire and EMS
services, water, and sewer), there are multiple service options identified that would meet the long-
term urban service needs of the area. The only service areas that were identified where service levels
were unlikely to meet urban levels under current provider configurations were police and parks. This
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finding is primarily related to the greater funding capacity of cities which traditionally translates into
higher levels of police service and a greater emphasis on neighborhood-scale parks. However, it is
important to note that these higher levels of service are unlikely to be realized without a governance
change, though the transition can be improved through a UGAMA.

Joint Resolution

Association of the CK UGA with Bremerton should be formalized through a joint resolution passed by
the City Council of Bremerton and Board of County Commissioners. The joint resolution should
include a commitment by both Bremerton and Kitsap County to dedicate resources to prepare for and
engage in UGAMA negotiations within a reasonable timeframe. At the time of this writing, there is
general consensus among Bremerton and Kitsap County representatives that a joint resolution is the
reasonable next step in this association process.

Issues to be Considered in UGAMA Negotiations

A wide range of service provision issues and challenges to be addressed in UGAMA negotiations are
identified in this study. Listed below are selected issues and recommendations of particular
importance to potential CK UGA UGAMA negotiations.

¢ Planning, Permitting, and Zoning. Currently there are some County zoning categories in the
CK UGA that are not compatible with any existing Bremerton zoning categories and would need to
be reconciled if the UGA were associated with Bremerton. The City does not intend to uniformly
apply Bremerton's zoning code to the CK UGA without first negotiating with the County and
consulting stakeholders and the public. In cases where zoning and development standard conflicts
require further study or public involvement a community-based planning effort should be used to
come up with zoning and land use regulations that are consistent with existing City standards and
growth targets, and are generally accepted by UGA residents.

e Joint Public Involvement Activities. The UGAMA should include a commitment from both
Kitsap County and Bremerton to engage in public outreach, share findings and recommendations,
and solicit public feedback on the CK UGA transition process when appropriate. This public
outreach can take many forms depending on the needs of the community but, in general, it
should help residents understand the issues associated with a possible governance change and
identify outstanding citizen concerns.

e Law Enforcement. The CK UGA is currently part of the County Sheriff's “Edward” patrol area. If
police service were transferred to the City of Bremerton, Bremerton Police could possibly serve
the CK UGA with two to three patrol areas improving incident response times. However, these are
preliminary estimates and need to be supported by a detailed analysis of calls for service within
CK UGA in order to get a firmer idea of patrol area configurations and staffing levels necessary to
serve the area. The revenue and cost implications of providing service to the CK UGA should also
be studied further.
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Fire and Rescue. There are several potential configurations of fire service providers in the CK
UGA that may need to be addressed in the UGAMA. A possible fire service contract with Central
Kitsap Fire and Rescue (CKFR) and level of service impacts of any proposed station transfers or
closures need to be studied further.

Parks and Recreation. The County is the most appropriate provider of regional park services for
the CK UGA but may not be the ideal service provider for local parks as it does not intend to
actively acquire and develop new local parks in its jurisdiction. The City of Bremerton may be a
more appropriate provider of local park services in the CK UGA due to its commitment to meeting
the area’s increasing local park and recreation needs. UGAMA negotiations can be used to explore
opportunities to proactively set aside land for local park development and determine how
maintenance and responsibility for local parks in the CK UGA should be handled.

Public Works. Transfer of sewer, stormwater, and transportation services presents several issues
related to the transfer of capital assets and potential adjustments to capital improvement plans if
growth assumptions are adjusted for the area. The UGAMA will need to address the details of
these asset transfers and clarify any agreements to share debt service for major capital
improvements made soon before or after an annexation.
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1.0 INTRODUCTION

1.1 Project Overview and Background

In late 2006, the Kitsap Regional Coordinating Council (KRCC), in partnership with Kitsap County, the
City of Bremerton, the City of Poulsbo, and the City of Port Orchard requested consulting services to
review and analyze urban service delivery challenges for unassociated Urban Growth Areas (UGAs)
within Kitsap County. The purpose of this project was twofold:

1. Develop an adaptable template to analyze urban service delivery challenges for unassociated
UGAs and their fiscal implications to respective jurisdictions. The review of basic urban
services will lay the groundwork for UGA association and formal UGA Management
Agreements (UGAMA) to facilitate cost-effective and efficient urban service delivery and
potentially a transition of governance.

2. To use the Central Kitsap UGA (CK UGA) as a pilot study area to test and refine the template.
Analysis of the CK UGA could potentially result in a determination of association and provide a
foundation for future UGAMA negotiations.

The adaptable template will be used as a tool to inform association decisions and UGAMA
negotiations elsewhere in Kitsap County, and possibly the State of Washington. The project is
supported, in part, by the Washington State Department of Community Trade and Economic
Development (CTED).

This report to follow represents the work product for the second component of the project, the
Central Kitsap UGA Association Analysis.

1.2 Purpose of CK UGA Association Analysis Report

This Central Kitsap UGA Association Analysis report, documents Berk & Associates’ association analysis
and findings for the CK UGA. The primary purposes of this report are to:

1. Assess urban service delivery. Determine the most efficient service provision scenarios for
the CK UGA in the long term by analyzing current and potential providers of urban services.

2. Analyze fiscal implications of service provision under alternate governance
scenarios. Provide a planning-level analysis of potential fiscal impacts the City of Bremerton
and Kitsap County might see if the City was to pursue annexation of the CK UGA.

3. Determine association. If association is supported by the urban services assessment and
fiscal impacts analysis, recommend association of the CK UGA to the only adjacent
municipality, the City of Bremerton.
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4. ldentify UGAMA issues and next steps. Highlight key issues surfaced in the fiscal analysis
and service delivery assessment that should be analyzed further and addressed in UGAMA
negotiations.

1.3 Report Organization

The following section of this report concludes the report Introduction with a map and a brief
description of the study area.

Besides the section (1) Introduction, the remaining sections of the report summarize: (2) the
Framework of the association analysis, (3) Detailed Findings for each major service area, including
“Issues to be Considered in UGAMA Negotiations” sub-sections, (4) discussions of Fiscal Impacts of
potential annexations, and (5) discussions of Association Determination and Next Steps.

1.4 Study Area — The Central Kitsap Urban Growth Area

The Central Kitsap Urban Growth Area shown in Exhibit 1 is a partially-urbanized area immediately
north of the City of Bremerton and south of unincorporated Silverdale in Kitsap County, situated
between Port Washington Narrows and Agate Passage. Central Kitsap was initially designated a UGA in
1998, with the adoption of the Kitsap County Comprehensive Plan. The character of the UGA is
varied, including an already urbanized commercial corridor along State Route 303 (Wheaton Way),
lower-density residential developments, and environmentally sensitive areas. The Kitsap County 10-
year Comprehensive Plan Update does not associate this stand-alone UGA with any city. At present,
Kitsap County continues to provide capital facilities planning and governance for the UGA.
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2.0 FRAMEWORK FOR ASSOCIATION ANALYSIS

2.1 Role of Association

When contemplating the association process, it is important to recognize the distinction between
association and annexation. Association is one of several steps in the transition of an urban growth
area (UGA) to eventual annexation to a city. Association does not guarantee that an annexation will
take place, but rather links a UGA to a particular city and paves the way for UGA management
agreements (UGAMAS) that clarify roles for collaborative delivery of a full range of urban services in
the most efficient and cost-effective manner.

According to the Kitsap Countywide Planning Policies, the intent of UGAMAs is to “facilitate and
encourage annexation and/or incorporation of urban areas over the 20 year planning period and to
ensure compatibility of development within the unincorporated Urban Growth Area.”* UGAMAs can
deal with a wide range of issues including, but not limited to, plans to transfer responsibility for urban
service provision, phasing of infrastructure development, and revenue sharing agreements. Issues
relevant to potential UGAMA negotiations for the CK UGA are discussed later in Section 5.2.

The process of association and annexation, whereby a UGA is linked to and then becomes part of an
existing city, should not be confused with incorporation, which is an alternative governance option for
UGAs that seek to become new independent cities. Incorporation of the CK UGA into a new city was
not considered in this study but it is still an option that can be explored in the future if residents so
desire.

Some communities may have concerns that a decision about association could limit the community’s
future governance options. However, association with a city does not commit an area to a
predetermined annexation schedule. There is still room for planning, public discussion, and
negotiations as the UGA develops and conditions change. Furthermore, association does not preclude
the incorporation option. At any time in the future, a community may pursue incorporation if
community members so desire.

Reasons for Association
There are two primary reasons a UGA should associate with a city:

1. From a policy and statutory perspective, generally the State Growth Management Act (GMA) and
Countywide Planning Policies encourage UGAs to either be associated with an existing city or
designated an area of potential incorporation. Furthermore, the GMA states that “In general, cities
are the units of local government most appropriate to provide urban governmental services,” RCW
36.70A.110 (4). If a UGA shares a border with an existing city or associated UGA of a city it

' Kitsap Countywide Planning Policies, Appendix C, Adopted November 22, 2004
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should become associated, but a designation of association does not preclude potential
incorporation of an area at a future date. These growth management policies identify association
and UGAMAs as appropriate vehicles to address (1) contiguous and orderly development, (2)
efficient and cost-effective urban services provision (fire and rescue, law enforcement,
transportation, parks/open space, sewer, stormwater, etc.), capital facilities ownership and
maintenance; revenue sharing; and regional planning, and (3) preparations to facilitate a potential
change in governance.

Over time, the transfer of urban local service responsibility to cities is both consistent with the
guiding principles of GMA and regional growth management plans and will provide opportunities
for counties to reevaluate and redistribute service levels for counties’ regional and rural service
responsibilities.

2. From a financial perspective, generally counties do not have the taxing authority to support high
levels of local government services in urban areas. County tax structures were designed to support
regional and rural services. From a general fund perspective in particular, counties rely heavily on
countywide property taxes and the regional portion of the local sales tax (which is also generated
on a countywide basis). Cities, on the other hand, have far greater authority to levy local taxes,
which in turn makes them better able to provide general governmental services in urban areas.

Counties do impose a local road levy on owners of property in the unincorporated portions of the
county. However, this local property tax is restricted to funding roads maintenance, construction,
and other transportation related activities. In Kitsap County, these other activities including traffic
safety programs and traffic enforcement deputies in the Sheriff's Office as well as related activities
of the County Prosecutor and Clerk. Upon annexation, the county road levy is replaced by the
city’s regular property tax levy, which is unrestricted and can finance any general fund activities.

In addition, cities have the ability to impose utility taxes and business and occupation (B&O) taxes,
further increasing the revenues available for operations and provision of urban levels of service.
Moreover, across Washington State, the tax revenue engines that support urban services—
downtown commercial areas—are typically located in cities. Most city residents in Washington
State live in a city that spends $650 or more per resident on provision of local governmental
services like police and local parks—a level of service provision that counties are not equipped to
match.

Situations when a UGA Should not Associate

Although most UGAs sharing a border with one or more cities are likely to be associated with a city,
there are a few situations in which a UGA should remain unassociated. Listed below are a few
examples of these circumstances.

UGA shares no border with existing city and is slated for incorporation. One situation in
which a UGA should not have a designated association with an existing city is when the area in
question does not share a border with an existing city and has therefore been identified as a
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candidate for incorporation. In Kitsap County, the Kingston and Silverdale UGAs share no borders with
existing cities and are therefore more likely to achieve city-hood through incorporation.

UGA with special circumstances. There may also be rare circumstances where a UGA possesses
unique characteristics that make association particularly challenging, such as a UGA that does not
exhibit near-term urbanizing pressure, or a UGA that provides unique and regionally focused functions
and uses. The South Kitsap Industrial Area (SKIA) is an example of this type of UGA in Kitsap County.
SKIA is a unique UGA designated as an industrial and employment center of regional significance that
presents particular challenges to a traditional association decision.

Association Options for the Central Kitsap UGA

In instances where a UGA is contiguous to two or more existing cities, the process for determining
association may be quite involved. For an area like the CK UGA, however, which is contiguous with
only one city, Bremerton, the association choice is analysis is less intensive and does not require a
complex analysis of urban service delivery. Given these circumstances, much of the service delivery
and fiscal analyses conducted for this study were geared towards identifying service transfer issues
and creating a foundation for future UGAMA negotiations rather than determining association for the
CK UGA.

2.2 Approach to Service Provision Analysis

The provision of basic urban services is a primary function of local government and special districts.
Understanding the challenges with service provision in the CK UGA and identifying the range of
possible service provider options is necessary to provide (1) contiguous and orderly development, (2)
efficient and cost-effective urban services provision (fire and rescue, law enforcement, transportation,
parks/open space, sewer, stormwater, etc.), capital facilities ownership and maintenance; revenue
sharing; and regional planning, and (3) provide foundational analysis for future UGAMA negotiations.

To ensure that all urban service delivery issues are identified, basic urban service provision is
considered from a number of different perspectives. The following aspects of service provision are
analyzed in this study:

e Current and Potential Providers. All of the following issues are assessed for both current
service providers (primarily Kitsap County and special purpose districts) and potential providers
(primarily Bremerton). Comparisons between the two sets of providers help determine which
service provider configurations result in the greatest efficiencies and highest levels of service in the
long term.

o Customer and Provider Perspectives. The analysis considers both the customer perspective
and provider perspective. Customers (taxpayers) are concerned about levels of service impacts
and changes to taxes, fees, and rates. Providers are concerned with logistical and efficiency
challenges associated with extending service and with capital facilities needs in a new area.

o Current and Long-term Perspectives. A challenge with association analysis is that it is often
unclear if or when transfer of urban service delivery or annexation will occur. Future growth in the
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UGA may have impacts on the ability of certain providers to offer efficient and satisfactory urban
levels of service. From an operations perspective, it is typical that the more developed an area is,
the more cost-effective the service delivery will be.

Whenever possible, this analysis seeks to consider the impacts of future CK UGA growth on
service delivery and levels of service. In interviews and discussions with current and potential
service providers, the population and growth assumptions used to characterize the area were all
drawn from the Kitsap County 10-year Comprehensive Plan Update. Integrated Comprehensive
Plan and Environmental Impact Statement (Volume /I: Final £/S) document prepared in December
2006. Specifically, growth and development assumptions from the Final EIS Preferred Alternative
scenario were used. As Kitsap County, the City of Bremerton, and special purpose districts move
forward in planning for service provision in the CK UGA, any departure from growth projections in
the Final EIS Preferred Alternative should be factored into future negotiations and decisions.

e Efficiency of Service Provision. Efficiencies in service provision can be measured in several
ways, the most fundamental being the cost of providing a unit of urban service. In addition to
normalized operations costs, this analysis seeks to characterize any efficiencies gained through
improved service area configurations, economies of scale, and increased coordination.

e Level of Service. There is a broad range of potential levels of government service. In certain
cases there can be a clear distinction and observable difference between an urban level of service
and a non-urban level of service. This distinction may be observed empirically in levels of
government provided in urban and non-urban areas throughout the State of Washington. In cases
where the level of service is particularly different between current and potential providers, efforts
were made to characterize this difference and provide a foundation for future negotiations about
service provision.

2.3 Approach to Fiscal Analysis of Potential Annexation

In an instance like the CK UGA, where the area can only be associated with one possible city, it is not
necessary to assess fiscal implication of annexation to determine the most appropriate city for
association. In this case, analysis of the most efficient service provider scenario and an association
determination can be made independently of the consideration of fiscal impacts.

Once association has been determined, fiscal impacts to a potential annexing city and to the county
are likely to factor into UGAMA negotiations and decisions. Analyzing the fiscal impacts of a scenario in
which the whole UGA annexes to the city establishes a ‘book-end’ scenario as an information base. In
practice, annexations would take place over time in pieces according to owner preference and phased
city annexation plans.

The fiscal analysis in this study provides a planning-level analysis of potential fiscal impacts the City of
Bremerton and Kitsap County might see if the City was to pursue phasing of services and annexation
of the CK UGA. The goals of this fiscal assessment are (1) to provide additional levels of detail to the
association discussion and (2) to establish a foundation of information to assist in development of the
anticipated UGAMA.

10
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2.4 Basic Urban Services and Impacts of Governance Change

There are a wide range of basic urban services provided by governments and special purpose districts
but only some are affected significantly by a governance change. Exhibit 2 lists major government
services and separates them based on whether they involve a transfer of responsibility after a
governance change. The table also characterizes what services can be provided by special districts and
what services can be contracted out.

Exhibit 2
Urban Services List:
Responsibility Transfer and Service Provision Options Post-Governance Change

Service Type Options Available to Allow Special Districts or to Contract for Services
General Government Contracting for certain servcies possible (e.g. City attorney)
Planning and Permitting Contracting possible
Police Contracting possible
Parks and Recreation Special district may exist - not all facilities must transfer; Parks District an option; Contracting possible
Surface Water - Stormwater ~ Contracting possible
Roads Contracting posible
Fire - EMS Special district may exist - cities may annex into Fire Districts. Contracting possible.
Solid Waste Typically franchised. Franchise agreements enjoy certain protections upon governance change.

Services for which responsibility transfer is optional
Drinking Water Special district may exist and continue operations
Wastewater - Sewer Special district may exist and continue operations

Services in Kitsap for which responsibility is unlikely to transfer
Schools Special district unaffected by governance change.
Library Special district may exist.

Source: Berk & Associates, 2007

After an annexation or incorporation, legal responsibility for the first set of services in the table (from
General Government to Solid Waste) transfers to the new city. This transfer of legal responsibility does
not prevent the city from contracting out for nearly all of these essential government services. The
second category of services, including drinking water and wastewater, are often provided by special
purpose districts, which typically continue to operate after an annexation or incorporation except in
cases where the entire district becomes contained within a municipal boundary. The third category of
services, including schools and libraries, are typically provided by special districts that are unlikely to be
affected by a governance change.

Services Analyzed in this Study

This study focuses on the services that are particularly important or challenging to a governance
change process. Police, Fire, Transportation, Parks and Recreation, Sewer, Stormwater, and Drinking

11
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Water were all assessed directly in this study. Other services were only analyzed in cases where they
affected one of the primary service areas in this study. These services include:

¢ Planning and Permitting. This service surfaced as an important topic in regards to zoning
conflicts and the impact of growth projections on future service needs in the CK UGA. These
issues are discussed in greater detail in Section 5.2, which deals with potential next steps to
address in a UGAMA.

e General Government. Legislative and executive functions, finance and human resources
services, and other general government services transfer automatically upon a governance change
and are unlikely to have an impact on an association or governance change decision.

o Solid Waste. This service is typically franchised and enjoys some protection from impacts of a
governance change. As a result, this service rarely impacts an association or governance change
decision.

e Schools. School Districts are independent and not typically affected by governance change.
However, the Central Kitsap School District has expressed interest in any effort to reconcile County
and City zoning in the CK UGA that could result in potential changes in growth projections for the
area. If projections of population are affected significantly, this could impact the School District's
capital facilities planning.

o Library. The Kitsap Regional Library would not be significantly affected by a governance change
and is not expected to have a significant role in an association or governance change decision.

Impact of Governance Change on Revenue Sources

In addition to the transfer of responsibility for essential services, a governance change also transfers
authority to collect revenues to pay for these services. As described earlier in Section 2.1, cities have a
greater authority to levy local taxes, which in turn makes them better able to provide the sometimes
higher level of services expected in urban areas. This linkage between taxing authority and governance
change is important to understand when considering the potential transfer of services before a
governance change. These pre-annexation transfers of service may be considered in UGAMA
negotiations but will be constrained to the extent of the County’s more limited taxing authority. For
example, planning and permitting is a service that often is largely subsidized by user fees and could
potentially be transferred to a city before governance change if there was a compelling reason to do
so. For other services, however, the city and county may have significantly different level of service
standards and the cost of providing urban levels of service may be much higher. In this situation, it
may be difficult for the county to transfer service to a city because the county may not be able to
afford a contract with the city with its restricted taxing authority. Typically, the services that are difficult
to transfer before a governance change are police and parks and recreation.

12



KRCC Urban Services Delivery Project June 30, 2007
Central Kitsap UGA Association Analysis

3.0 DETAILED FINDINGS FOR EACH SERVICE AREA

3.1 Level of Service Comparison

Levels of service (LOS) are quantifiable measures of the amount and quality of public services
provided to the community. These measures can represent either existing LOS (the amount and
quality of service being provided currently) or desired LOS standards (the proposed amount and
quality of service). The proposed LOS standards play an important role in facilities and operations
planning for the future.

Exhibit 3 lists the various LOS standards adopted by Kitsap County, the City of Bremerton, and
special district service providers, for each of the service types being analyzed in the CK UGA. For
clarification, these are not LOS indicators of current service — they are desired LOS standards used for
planning purposes.

By comparing these LOS standards between current service providers (Kitsap County and special
districts) and potential service providers (Bremerton) in the CK UGA, it may be possible to identify
significant differences in LOS standards, which could impact an association decision or UGAMA
negotiations. For the most part, the LOS standards in Exhibit 3 are generally similar. Both fire
providers have similar response time LOS standards; transportation LOS are similar except for local
streets; and wastewater LOS are identical. The drinking water LOS for Bremerton is lower but this
reflects the urban conditions of small lots and apartments found in the City. A notable difference can
be seen in the Parks and Recreation service, where City LOS standards for local parks are much higher
than the County’s but much lower for open space. This divergence in LOS standards reflects the
different missions being pursued by the two Parks and Recreation agencies — a topic discussed in
further detail later in Section 3.4.

Overall, the adopted LOS standards in the County and Bremerton are not very different. In order to
fully analyze each service and better understand the most efficient service delivery options, the next
step in the analysis is to assess the current operations of each service area. The following sections will
address the operations of current service providers and potential service providers, and present
options for future service provision in the CK UGA.
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Exhibit 3

June 30, 2007

Adopted Level of Service Standards Comparison

LOS Standard

Kitsap County or Special District

City of Bremerton

Police
Officers per 1,000 population

SqFt of Sheriff Offices per 1,000 pop.

Fire - EMS
Response Time

Parks and Recreation
Local Parks (acres/1,000 pop)
Regional Parks (acres/1,000 pop)
Open Space (acres/1,000 pop)
Total (acres/1,000 pop)
Trails (miles/1,000 pop)

Shoreline Access (linear ft/1,000 pop)

Transportation

LOS Standard - arterials and collectors
LOS Standard - residential local streets

Drinking Water
Gallons per day per ERU
Minimum fire flows (gallons per min)

Wastewater - Sewer
Effluent flow per capita per day

Surface Water - Stormwater
General Standards

not available

148 (current); 266 (proposed)

5 Minutes (urban); 10 Minutes (rural)

0.92 (current); 0.84 (proposed)
5.9 (current); 5.4 (proposed)

15.7 (current); 19.2 (proposed)
22.5 (current); 25.4 (proposed)
0.14 (current); 0.28 (proposed)
115 (current); 106 (proposed)

D (urban); C (rural)
C (urban); C (rural)

356 (in UGAs); 237 (outside UGAs)
not available

100 gallons

Kitsap County Stormwater
Management Ordinance and Design
Manual

1.8 (2.0 is goal supported by Council
and Mayor)

not available

5.5 Minutes

6to 10

5to0 10

3.6

15to0 24
not available
not available

w)

200
1000 for 2hrs (residential); 1500 for
2hrs (commercial)

100 gallons

King County Standards for facilities
construction; Standards for Work In
The Right-of-Way for storm drain
facilities; all city streets require
improved storm drainage systems

Source: City of Bremerton 2004 Comprehensive Plan Technical Appendices; 2006 Kitsap County 10-year Comprehensive

Plan Update: Volume |

Notes: Bremerton Parks and Recreation LOS are interim standards based on national standards; the City will adopt new LOS

standards in the fall; ERU = Equivalent Residential Unit
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3.2 Police Service
Summary Findings

If the City of Bremerton were to take over law enforcement service provision in the CK UGA (most
likely after an annexation), City police would take over service to the area and possibly break the CK
UGA into two to three patrol areas. Each patrol area would require five additional commissioned
officers and additional support staff. Bremerton Police would need to consider a precinct on the east
side of the City. Due to the size of the area and time requirements to ramp up staff capacity, the
Bremerton Police would prefer a phased transition of service as opposed to an all-at-once transfer.

Police service under the City of Bremerton would likely lead to improved patrol coverage and
response times for the CK UGA because of the increased number of patrol areas.

Current Service — Kitsap County Sheriff

The Kitsap County Sheriff's Office provides law enforcement services to unincorporated Kitsap County.
There are several Sheriff facilities throughout the County, but none located within the CK UGA.

The Sheriff's Office has about 0.75 commissioned officers per 1,000 population, which, overall, is the
lowest level of staffing of any Sheriff's office in Washington. The office relies on highly trained staff,
reserve deputies, and trained volunteers to provide quality police protection services for its service
area.

The Sheriff's Office has nine patrol areas in the County plus a “roaming patrol”, which is available
throughout the County. Patrol areas technically cover all cities within Kitsap, but the deputies do not
actively patrol the cities. The Sheriff's deputies only enter municipal areas to either serve warrants,
follow-up on investigations, or drive through for access reasons.

The CK UGA is currently covered by one patrol area (called Edward), which also includes some of the
area north of Brownsville. It is patrolled by one primary designated patrol officer 24/7, plus occasional
drive-through by the roaming patrol. During periods of high demand, calls for service within the
Edward patrol area are also covered by deputies in neighboring areas (such as Silverdale or Poulsbo),
traffic deputies, K-9 deputies, volunteer reserve deputies, and the roaming patrol.

Kitsap County Central Communications (CENCOM) is the agency responsible for answering all 911
and non-emergency calls for Police, Fire, and EMS.

Potential Service — Bremerton Police Department

The Bremerton Police Department provides law enforcement services to areas within the City limits.
There are two police facilities in the City — a main police department building and a Special
Operations Group (SOG) building. There are a total of five patrol areas, each covered by one officer,
24/7. From an equipment perspective, each Bremerton patrol car is normally shared by two police
officers on different patrol shifts. In contrast, the Kitsap County Sheriff provides one patrol car for each
deputy.
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Currently, the department has about 1.75 officers per 1,000 population, with a staffing goal of 2.0
commissioned officers per 1,000 population.

If the Bremerton Police Department were to provide services to the CK UGA, the area would likely be
served by 2 to 3 additional patrol districts. Each patrol area would be staffed by one full-time police
officer, 24/7, which would likely translate into up to fifteen additional full-time equivalent positions.
These estimates are still preliminary and the Department would need to undertake a more detailed
analysis of calls for service in the area to get a firmer idea of necessary staffing. From a facilities
perspective, a precinct on the east side of the City would be considered if the CK UGA were annexed.

If the CK UGA were annexed, the City may choose to contract for regional services in the area and
would likely need to contribute more to any regional programs that have proportional contributions.
Possible programs include: Traffic Safety Task Force, SWAT, records management countywide, K-9,
and marine services.

Service Provider Comparison

Levels of service for law enforcement patrol services are primarily reflected in response times to calls
for service. Response times are affected by a host of factors including the size of patrol areas, the
number of officers on staff, and call volume. Typically, when cities are compared to counties, cities will
have smaller patrol areas and more officers per capita to handle higher call volumes generated within
their densely populated urban areas. Counties generally have larger patrol areas and lower numbers
of officers per capita because they are providing police service to more rural areas. Cumulatively,
these differences are reflected in average response times, which are typically faster for city police.
These differences in response times do not indicate that cities are doing a better job or are more
efficient at providing police service; rather, the differences are a function of patrol area configurations
and staffing levels.

The level of service provided by cities is generally considered an urban level of police service and is a
useful reference point for this association analysis. Ultimately, providing an urban level of police
service is more expensive because it requires the hiring of more officers and reducing patrol area size.
As explained earlier in Section 2.1, cities have a greater authority to levy local taxes, which in turn
makes them better able to pay for higher levels of police service. In most cases, it is difficult for a
county government in the State of Washington to provide urban levels of police service without the
additional revenue generating capabilities cities enjoy.

Exhibit 4 provides some high-level measures of comparison between the Kitsap County Sheriff and
Bremerton Police Department. The County deputies cover a much larger surface area and population
density with roughly twice the number of Bremerton’s commissioned officers and support personnel.
The County also handles about twice the number of calls for service. The calls per commissioned
officer are similar between the two agencies — 15.0 calls per County deputy and 16.8 calls per City
officer. However, because the Sheriff's Office is covering a larger service area, the response times
differ for the two agencies by two to 6 minutes, depending on response level. The officers per 1,000
population ratios differ dramatically, with 0.76 for the Sheriff's Office and 1.75 for the Bremerton
Police Department.
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Exhibit 4
Service Comparison: Police
Kitsap County Bremerton

Indicator Sheriff's Office Police
Service Area

Population (2005) 169,090 35,910

Square Miles 396 26
Misc. Data

Total commissioned officers 128 63

Support personnel 31 15

Corrections officers 130 n/a

Officers per 1,000 population 0.76 175

Total annual number of calls (2006) 100,042 55,124

2007 Annual operating budget $17,800,000 $9,730,000

Number of patrol areas to serve CKUGA 1 2-3
Response Times (April 2007)

Response level 1 0:06:24 0:04:08

Response level 2 0:09:06 0:03:51

Response level 3 0:10:03 0:04:00

Source: Kitsap County Sheriff's Office, Bremerton Police Department, CENCOM, 2007

Exhibit 5 refers to 2005 average ratios of commissioned officers per 1,000 population for all cities in
Washington State. Bremerton, at 34,580 residents in 2005, falls into the 30,000 — 39,000 grouping,
with an average of 1.34 officers per thousand. The City’s ratio was approximately 1.8 in 2005; quite a
bit higher than the state average for cities its size. The average ratios vary between groupings, starting
out on the high side for cities with fewer residents, starting to drop for medium-size cities, and then
generally increasing for the largest population centers.
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Exhibit 5
Commissioned Staff per 1,000 Population
Washington Cities by Population Groupings

Population Range No. of Cities Average
Under 10,000 123 232
10,000 -19,999 28 156
20,000 - 29,999 10 131
30,000 - 39,999 11 134
40,000 - 49,999 6 145
50,000 - 59,999 3 133
60,000 - 69,999 1 144
70,000 - 79,999 2 147
80,000 - 89,999 3 128
90,000 - 99,999 1 176
100,000 - 199,999 5 1.66
200,000 and up 1 224
Total 194 201

Source: US FBI, 2005 Uniform Crime Reports, Crime in the United States, Table 78; Washington State OFM April 1 2005
Population Estimates

It is noticeable that no grouping average drops below 1.0 officer per 1,000 population. This is
reflective of the fact that generally cities are better positioned to provide urban levels of police
services, as they have broader taxing authority to support local service provision. When it comes to
providing local services to unincorporated areas, counties typically (1) do not have the same level of
taxing authority that cities have and (2) do not have robust commercial tax bases to bolster general
fund revenues.

Long-term Service Provision and Transfer Options

If the City of Bremerton were to provide police services for the CK UGA, the police department would
likely serve the area with two to three patrol areas. Each patrol area would require five additional
commissioned officers and additional support staff. The City would likely not contract for services with
the Kitsap County Sheriff. Due to the UGA'’s size and probable call volume, Bremerton would probably
need to consider a precinct on the east side of the City. All of these estimates need to be refined
based on a more detailed analysis of calls for service within CK UGA in order to get a firmer idea of
patrol area configurations and staffing levels necessary to serve the area. The revenue and cost
implications of providing service to the CK UGA should also be studied further.

It is possible that response times and the amount of police presence would improve for CK UGA
residents, as Bremerton has a higher ratio of officers per thousand population and would also likely
service the area via more patrol districts than the Sheriff's Office.

The Sheriff's Office would likely continue to provide regional services for the CK UGA — corrections,
civil cases, SWAT, Bomb Squad, among others.
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The Bremerton police would prefer a phased transition of service. Hiring and training new staff takes a
significant amount of time (up to 9 months for new officers in the academy), so annexation of the
entire area at once would be difficult from a capacity standpoint. The City would be open to taking on
qualified Sheriff's officers who may be let go due to an annexation.?

Issues to be Considered in UGAMA Negotiations

There are several issues related to police protection services that should be considered in UGAMA
negotiations and planning for the CK UGA.

¢ Memoranda of Understanding (MOUSs) for various regional police services. A number of
MOU agreements exist to manage city contributions to pay for regional services such as the Traffic
Safety Task Force, SWAT, and Bomb Squad, among others. These agreements may need to be
reviewed as part of UGAMA negotiations if there is desire to make changes as a result of an
association decision for the CK UGA.

e Gradual phasing and timing of police service transfer. The timing of police services transfer
would be very important to both current and potential providers. The phasing schedule could
potentially be discussed and identified in a UGAMA and ultimately finalized through annexation.

o A more detailed analysis of calls for service. The Bremerton Police Department and Kitsap
County Sheriff's Office will probably need to undertake a more detailed analysis of calls for service
within CK UGA in order to get a firmer idea of patrol area configurations and staffing levels
necessary to serve the area. The revenue and cost implications of providing service to the CK UGA
should also be studied further.

3.3 Fire and Rescue Services
Summary Findings

Both the Central Kitsap Fire and Rescue (CKFR) and Bremerton Fire Department could serve the CK
UGA with similar levels of service. Currently CKFR Station 45 is located very close to Bremerton
Station 3, resulting in overlapping coverage areas. If one of these stations could be closed, a possible
increase in efficiency could be realized. There are three possible service transfer scenarios if
Bremerton annexes the CK UGA that all result in increased service provision efficiency in the long-
term:

o The Bremerton Fire Department takes over the Meadowdale Station 41 from CKFR to serve the
north end of the UGA, closes Stations 44 and 45, and serves the south end of the UGA from its

? Details on the transfer of county sheriff deputies to city police departments is covered in RCW 35.13.370. If
annexation were to occur, the number of deputies lost would be much less than the number of FTEs the
Bremerton Police Department estimates is needed to serve the CK UGA.
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existing Station 3. This option requires further study to evaluate the impact of removing Station 41
from CKFR.

e Bremerton leaves Station 41 with CKFR, contracts with CKFR for fire service in the north end of
the UGA, closes Stations 44 and 45, and serves the south end of the UGA from its existing Station
3.

o A study exploring the possibility of merging CKFR, the Bremerton Fire Department, and South
Kitsap Fire and Rescue is being conducted and will be released in mid June 2007. If the three fire
service providers merge, it will not matter if governance change occurs in the CK UGA from a fire
service perspective. Under the merge scenario, either CKFR Station 45 or Bremerton Station 3
would be closed to improve efficiency.

Current Service — Central Kitsap Fire and Rescue (CKFR)

As shown in Exhibit 6, Currently, Central Kitsap Fire & Rescue (CKFR) serves the CK UGA as well as
the larger area to the north and west. CKFR provides services out of twelve fire stations, three of which
are located in the CK UGA:

e Station 41 — Meadowdale

o Equipment stationed at this facility includes two engines, one water tender, one medic unit,
and one aid car.

o CKFR regularly staffs one engine with two firefighters and one medic unit with 2 firefighters,
bringing the daily staffing to four FTEs.

e Station 45 — North Perry

o CKFR staffs one engine and one aid car with two cross-trained firefighters/EMS personnel,
bringing the daily staffing to two FTEs.

e Station 44 — Tracyton — Staffed by Volunteers
o Equipment includes one engine, one aid car, and one rehab unit

o The station does not have career firefighters; it is solely staffed by volunteers, who usually
respond from home when there is an emergency. Volunteer staff have longer response times
and are rarely first responders.

Brownsville and areas in the northeast along the coast can be difficult to access for emergency
response. The area used to have a volunteer station there but it was closed because of low call
volumes.
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Exhibit 6

June 30, 2007
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In general, CKFR follows a current staffing level standard of two firefighters per engine; however, a
recent 2006 levy lid lift may allow for replacement of older engines, a new ladder truck, and 12
additional firefighters, which would help CKFR achieve its goal of three firefighters per engine. The fire
district's positions are generally cross-trained, where career staff can respond as firefighters or
paramedics depending on need.

Financially, the goal of the district is to finance capital outflows from operations, not through bonded
debt. CKFR engages in long-term planning for operations and capital and projects engine replacement
from the levy lid lift. In the long term, CKFR plans to build a new station on the west side of the
district; however, the timing has not been determined and the station cost has not been funded.

Potential Service — Bremerton Fire Department

The Bremerton Fire Department provides fire services within the City limits. The City has fire services
contracts to serve Rocky Point and Navy Yard City, while South Kitsap FD serves some southern areas
of Bremerton.

The City is served from three stations, each staffed with an engine and a medic unit with two
firefighters per each apparatus. The department is likely to maintain this staffing level standard;
however, it may be possible to increase to three firefighters for each engine if more funds are made
available. Bremerton does not employ volunteer firefighters.

The City’s Station 3 is located about half a mile away from CKFR’s North Perry Station 45, which
creates some service inefficiencies by overlapping the provider’s coverage areas.

Per RCW 52.08.025, annexation to a city automatically removes territory from a fire district and makes
the City responsible for fire service provision. However, there are several options for fire service
provision: (1) the City provides Fire services to the Study Area; (2) the City contracts with the Current
Provider; (3) the City provides services to one part of the Study area and contracts with the Current
Provider for another; and (4) the City annexes into the Fire District. In the CK UGA situation, there are
two most likely scenarios if the CK UGA were annexed by Bremerton:

1) Bremerton Fire Department would provide fire services to all of CK UGA. The department would
take over the Meadowdale Station 41 from CKFR, close Station 44 (volunteer) and Station 45
(due to the inefficiency of having two operational stations so close to each other), and serve the
entire area from Meadowdale Station 41 and the City’s existing Station 3. At Meadowdale Station
41, Bremerton would maintain the same staffing level (four firefighters) as CKFR. Station 41
currently provides multiple levels of response within the entire CKFR service area including the
Silverdale UGA and unincorporated rural central Kitsap County. Removing Station 41 from CKFR
would impact levels of service for the entire CKFR service area and these impacts need to be
studied further.

2) Bremerton Fire Departrment would provide fire services to portion of CK UGA and contract with
CKFR for the rest of the area. Bremerton would serve the south end of the CK UGA from its
existing Station 3, close stations 44 and 45, and contract with CKFR for service in the north CK
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UGA (possibly north of McWilliams Rd). CKFR would retain Meadowdale Station 41 and provide
services from this facility.

Service Provider Comparison

Exhibit 7
Service Comparison: Fire

Central Kitsap Bremerton Fire

Indicator Fire & Rescue Department
Service Area
Population (2005) 81,871 34,580
Square Miles 110 23
Misc. Data
Total number of stations 12 3
Total career firefighters/EMTs 66 48
Total employees 92 58
Volunteers 103 0
Total annual number of calls (2006) 7,328 7,284
Insurance fire rating 4 3
2007 Annual operating budget $13,656,000 $6,831,000

Response Times
Average for all calls 00:07:42 00:05:62

Source: Central Kitsap Fire & Rescue, Bremerton Fire Department, CENCOM, 2007

Exhibit 7 provides some high-level measures of comparison between the Kitsap County Fire &
Rescue and Bremerton Fire Department. The fire district provides coverage to a much larger surface
area and more than twice the number of residents than Bremerton, with a somewhat larger number
of career personnel. The number of calls for service is about the same. The response times differ by
two minutes; however these are averages for all calls and need to be compared carefully, as CKFR
provides service to a much larger geographical area that includes rural portions of the County. Overall,
the level of service between CKFR and the Bremerton Fire Department appears to be comparable.

Long-term Service Provision and Transfer Options

Level of service and increased efficiency. If Bremerton either provided fire services to all of the
CK UGA or contracted for a portion of the area with CKFR, the levels of service are unlikely to change
significantly for residents of the area. Even though LOS may not be affected, by closing either
Bremerton Station 3 or CKFR Station 45, the service providers in the area could achieve greater
efficiency.

Asset transfer. In addition to the operating concerns, fire service providers involved could also face
complex asset transfer situations. State law guides the asset transfer among service providers in the
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event of a change in governance, and in practice, asset transfer agreements are subject to negotiation
and rely on communication between the two or more jurisdictions involved.

The CK UGA comprises approximately 30% of the assessed value of real and personal property in the
CKFR coverage area. In this case, the asset transfer would fall into this category:

If more than 5%, but less than 60% of the assessed real property valuation of a fire district is
annexed fo a city, the district maintains ownership of its assets. However, the district is to pay
the city (in cash, properties, or contracts for fire protection services) a percentage of the value
of its assets equal to the percentage of the value of the real property in the district that has
been annexed into the city. This payment is to be made within one year, or within the time
the district continues to collect taxes in the annexed area (RCW 35.02.200 and 35A.14.400).
If the fire district has ongoing general obligation indebtedness, the area being annexed will
continue to pay its share of these costs until the bonds are fully repaid.

If the CK UGA is annexed to Bremerton, the district maintains ownership of its assets, but
approximately 30% of district's assets will need to be transferred to Bremerton. It is important to
highlight that this payment can be made in cash, property, or contracts for fire protection services, so
Bremerton and CKFR would have discretion in resolving these asset transfer issues.

For more information, please reference the Municipal Research and Services Center of Washington’s
(MRSC) Annexation Handbook, or RCW 35.02.190.

Issues to be Considered in UGAMA Negotiations

There are several issues related to fire services that should be considered in UGAMA negotiations and
planning for the CK UGA.

o Possible fire service contract negotiations. If Bremerton doesn’t provide services to all of the
CK UGA, the City and CKFR would need to enter into negotiations regarding a potential contract
for service.

o Asset transfer negotiations. The Bremerton Fire Department and CKFR will need to negotiate a
significant asset transfer, which could be made in cash, property, or contracts for fire protection
services. Bonds issued to pay for facilities or equipment remain with the property taxpayer in an
annexation. Properties subject to a fire district levy will retain that levy until it is paid off, even if
they are annexed into a city.

CKFR Meadowdale Station 41 currently provides multiple levels of response within the entire
CKFR service area including the Silverdale UGA and unincorporated rural central Kitsap County.
Removing Station 41 from CKFR could impact level of service for the entire CKFR service area.
These potential impacts and asset transfer ramifications should be studied further in UGAMA
negotiations.

e Possible fire service provider merge. Ramifications of the study exploring the possibility of
merging CKFR, the Bremerton Fire Department, and South Kitsap Fire and Rescue need to be
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considered. If the three fire service providers merge, it may simplify UGAMA negotiations regarding
fire service.

3.4 Parks and Recreation
Summary Findings

The County has an existing regional parks network and goal of meeting regional park needs, and is
therefore the most appropriate provider of regional park services for the CK UGA. However, the
County may not be the ideal service provider for local parks as it does not intend to actively acquire
and develop new local parks in its jurisdiction. The City of Bremerton may be a more appropriate
provider of local park services in the CK UGA due to its commitment to meeting the area’s increasing
local park and recreation needs.

If Bremerton were to take over park service provision for the CK UGA, Kitsap County Parks and
Recreation would likely retain control over the Kitsap Fairgrounds and lllahee Preserve Heritage Park
because both are regional facilities that fit with the department’s mission to provide regional parks and
recreation service. Anna Smith Park is a smaller neighborhood park that may transfer to Bremerton
Parks and Recreation. Transfer of Anna Smith Park would be subject to UGAMA negotiations and
additional public involvement.

Current Service — Kitsap County Parks and Recreation

Kitsap County Parks and Recreation currently operates three facilities in the CK UGA: lllahee Preserve
Heritage Park (380 acres of trails and passive park space), the Kitsap County Fairgrounds and Events
Center (129 acres of fairgrounds, ballfields and other active park space), and Anna Smith Park (6.6
acre park with beach access and a master gardening area). The lllahee Preserve is one of five Heritage
Parks in the County, which are all about 400 acres or larger and intended to remain primarily
undeveloped natural areas. The County Fairgrounds is considered a Regional Park and Anna Smith
Park is considered a smaller Community Park.

As stated in the 2006 County Comprehensive Plan Update and the Kitsap County Parks, Recreation,
and Open Space Plan, the first goal of the Kitsap County Facilities, Parks and Recreation Department is
to “provide regional park, recreation, and open space to meet regional needs.” Keeping in line with
this mission, the County Facilities, Parks and Recreation Department intends to focus resources on
completing acquisition of the Heritage Park system, and developing and expanding larger regional
parks. There is a projected need for additional community parks but the County intends to only be
involved in a partnership role to meet this need”.

Within the CK UGA, the County does not plan on actively acquiring any new parks, open space, or
trails within its planning horizon. Given the Department’s focus on regional parks, it will continue to

® Kitsap County Parks, Recreation and Open Space Plan, Adopted June 26, 2006, pg 22.
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develop and improve the Fairgrounds and lllahee Preserve, but it is unlikely the County will actively
pursue the creation of smaller public neighborhood parks in the CK UGA.

Potential Service — Bremerton Parks and Recreation

If the City of Bremerton were to take over park service provision for the CK UGA, the Bremerton Parks
and Recreation Department would likely pursue opportunities to provide more neighborhood parks in
the CK UGA. The City is currently updating its Long-Range Parks Master Plan and is including a
consideration of potential future parks service in Central Kitsap as part of the plan. In general, if
Bremerton were to establish new neighborhood parks in the CK UGA, the City would like to create
parks bigger than pocket parks — at least two or three acres in size.

Due to the size and population of the CK UGA, if Bremerton were to take over parks and recreation
services, it would need to consider construction of new recreation facilities in the area. One possible
option would be to build a larger new senior center to upgrade the City’s current facility in Manette.

Bremerton currently finances new parks with real estate excise tax (REET) revenues or seed money
from grants. The City has recently had success obtaining funding for high-profile parks developments
like the Harborside Boardwalk and waterfront park, but obtaining funding for new neighborhood park
acquisition or new recreation facilities could be a challenge. At this time, Bremerton’s development
code does not include any requirements for park development and the City does not employ park
mitigation fees.

Service Provider Comparison

Exhibit 8 lays out a range of parks and recreation measures for Kitsap County and Bremerton. The
City has 78 percent of its parks inventory in active parks (e.g. playgrounds, ballfields) while the parks
inventory in the CK UGA is the inverse — 74 percent in passive park space (e.g. trails, open space). In
terms of park acreage per 1,000 population, Bremerton has a higher concentration of local parks, but
the County has a higher concentration of open space. These level of service values reflect the
County’s commitment to the Heritage Park and Regional Park system and the City’s commitment to
providing local park services to its residents.
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Exhibit 8
Service Comparison: Parks and Recreation

Kitsap County Bremerton

Indicator Parks & Recreation Parks & Recreation
Park Inventory (Acres) 516 726

Active parks 136 563

Passive parks 380 163
Maintenance Cost per Acre

Active parks not available $3,600

Passive parks not available $300

Source: Kitsap County Parks and Recreation, Bremerton Parks and Recreation, 2007
Notes: County Park Inventory acreage for CK UGA only; City Park Inventory acreage includes 360 acre golf complex.

Long-term Service Provision and Transfer Options

The primary distinction between Kitsap County Parks and Recreation and Bremerton Parks and
Recreation is the focus on local community parks. The County will continue to focus on regional park
service and will not actively pursue local park development in the CK UGA. Bremerton, on the other
hand, would seek to provide local park service in the CK UGA.

As the CK UGA population grows, there will be an increasing demand for both local and regional
parks. Based on the County’s existing regional parks network and goal of meeting regional park needs,
the County is the most appropriate provider of regional park services in the long-term. However, the
County is not the ideal service provider for local parks because it does not intend to actively acquire
and develop new local parks in its jurisdiction. The City of Bremerton may be a more appropriate
provider of local park services because of its commitment to meeting increasing local park and
recreation needs.

If Bremerton were to provide parks and recreation service for the CK UGA, there would be several
facility transfer options for the Kitsap Fairgrounds, lllahee Preserve, and Anna Smith Park. Based on
preliminary conversations with County and City Parks and Recreation departments, there is general
agreement that the facilities of regional significance (Kitsap Fairgrounds and lllahee Preserve) would
likely remain with the County because of their regional significance. Bremerton may consider taking
over lllahee Preserve if compelling reasons surface in future negotiations. The smaller Anna Smith
Park is a community park that could transfer to Bremerton Parks and Recreation and become part of
the City’s local park system. All of these transfer options are still preliminary and require further study,
negotiation, and input from the public, preservation groups, and other interested stakeholders.
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Issues to be Considered in UGAMA Negotiations

In addition to negotiating the transfer of facilities, there are several issues related to parks and
recreation services that should be considered in UGAMA negotiations and planning for the CK UGA.

e Ability to set aside land for neighborhood parks. It is very difficult to develop new park
facilities once an urban area is built out. From a parks planning perspective, in urbanizing areas like
the CK UGA, it is important to set aside land for parks development before the area is built out.
Even if the County does not intend to develop new local parks in the CK UGA, it may want to
explore opportunities to cooperate with Bremerton to proactively set aside land for local park
development.

¢ Maintenance and responsibility for neighborhood parks. If Anna Smith Park or any other
parks and recreation facilities are expected to transfer to Bremerton through a UGAMA or upon
annexation, the City and County should consider phasing in the maintenance and responsibility for
these facilities. If any new local parks are developed in the area pre-annexation, maintenance and
responsibility for these facilities should be clearly determined. Maintenance costs per acre of park
by type should be further analyzed and be incorporated in UGAMA negotiations.

o Needs assessment: level of capital investment. Determining the CK UGA parks and
recreation “needs” is largely a policy question. If the CK UGA were associated with Bremerton, the
City would need to assess parks and recreation service in the area and identify capital investments
it would like to make. This assessment and identification of capital needs could inform UGAMA
negotiations with the County regarding transfer of parks service.

3.5 Transportation
Summary Findings

If the transportation network of the CK UGA were annexed to Bremerton, the City Public Works
Department could take over responsibility for transportation service in the area and would take on
some maintenance responsibilities for SR 303 (not pavement maintenance). The road conditions in
the CK UGA are generally good but the timing of long-term capital improvement needs (those beyond
the six-year Transportation Improvement Plan (TIP) planning horizon) is an uncertainty and should be
studied further and considered in UGAMA negotiations.

Current Service — Kitsap County Public Works

The CK UGA public road system includes 82 miles of County roads and a 3.4 mile stretch of State
Route 303 (Wheaton Way). The CK UGA road system is in relatively good condition with an average
pavement condition rating of 81%. Countywide, there is an average of 20 years between resurfacing.

Sidewalk, curb, and gutter requirements for subdivisions are not required in County code at this time
but these improvements are often informally required in the permit review process. The County
expects sidewalk, curb, and gutter requirements will be added to County Code by the end of the year.
The Kitsap County Road standards do require pedestrian facilities as part of road improvements where
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there are anticipated or existing origins and destinations within acceptable pedestrian travel distances
that will generate trips. These include schools and parks, shopping areas, medical facilities, social
services, housing, community and recreational centers, and transit and park-and ride facilities. Where
sidewalks and walkways are required, curb ramps must meet the requirements of the Americans with
Disabilities Act.

Kitsap County’s six-year transportation improvement plan (TIP) identifies only one transportation
project in the CK UGA. Aside from a shoulder widening project along Tracyton Boulevard, no
additional road projects are proposed for the CK UGA before 2012. Within the 2025 planning horizon
a selection of recommended road improvements are identified in the 2006 Kitsap County 10-Year
Comprehensive Plan Update. In the preferred alternative scenario only one improvement falls within
or near the CK UGA — a widening of Riddell Road, from SR 303 to Almira Drive NE, to four undivided
lanes. This road improvement, its cost, and the priority it is given in the County’s future TIP updates
could be important issues in UGAMA negotiations.

Potential Service — Bremerton Public Works

The City of Bremerton road system has about 127 miles of roads and an overall average pavement
condition rating of 58%. There is an average of 94 years between resurfacing and overlays. If the City
were to annex the CK UGA, its road inventory would increase by about 67% (increasing from about
127 miles to 212 miles). As discussed earlier in the LOS section, the City has a similar LOS
congestion standard as the County for most road types — Level D.

In June 2002, the Washington State Department of Transportation (WSDQT), in partnership with the
City of Bremerton, Kitsap County, and Kitsap Transit conducted a study of the SR 303 transportation
corridor between Bremerton and Silverdale to address short and long-term transportation issues and
needs in the corridor through the year 2030. The study identified a range of improvements including
road widening, high occupancy vehicle (HOV) lane implementation, access control measures, and
improvements to signalization, signage, illumination, bicycle and pedestrian facilities, and the road
surface. The study also identified multi-modal transportation strategies for the corridor and in coming
years Kitsap transit will be planning for Bus Rapid Transit in the corridor. The future configuration and
character of SR 303 upgrades has extremely important implications for the future of the CK UGA and
will require continued collaboration between the City, County, and Kitsap Transit.

Service Provider Comparison

Exhibit 9 provides comparative measures of transportation service for Kitsap County Public Works
(the current service provider) and Bremerton Public Works (the potential service provider). The
pavement condition rating in the CK UGA (81%) is better than in Bremerton (58%). The difference
in pavement quality could be a reflection of the shorter overlay interval for the County but could also
reflect the newer growth, development, and infrastructure in the CK UGA. The County also
emphasizes preservation in its policies and dedicates a funding account in the operations budget for
pavement maintenance. Counties get dedicated revenues from property road levies in unincorporated
areas that help pay for transportation-related projects. Cities have general revenue sources that can be
used for transportation but no large dedicated funding sources like the County road levy.
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Exhibit 9
Service Comparison: Transportation
Kitsap County Bremerton

Indicator Public Works Public Works
Misc. Data

Total road miles 938 total/311 in UGAs 127

Total road miles in CKUGA 82 county/3.4 state/12 private n/a

Pavement condition rating 81% 58%

Avg number of years between street resurfacing 20 years 94 years

Impact fees per household $588 None

Source: Kitsap County Public Works, Bremerton Public Works, 2007
Notes: Pavement condition rating for Kitsap County is for CK UGA only.

Long-term Service Provision and Transfer Options

If maintenance and operation of the CK UGA transportation network were transferred to Bremerton,
the City's Public Works Department would take over responsibility for roads in the area and would
take on some maintenance responsibilities for SR 303°. It is unclear whether the City would have the
resources to implement necessary capital improvements in the area within the long-term planning
horizon. Capital needs for the CK UGA should be studied further, particularly if growth projections for
the area are adjusted as a result of UGAMA negotiations or an annexation.

In June 2002, the Washington State Department of Transportation (WSDQOT), in partnership with the
City of Bremerton, Kitsap County, and Kitsap Transit conducted a study of the SR 303 transportation
corridor between Bremerton and Silverdale to address short and long-term transportation issues and
needs in the corridor through the year 2030. The study identified a range of improvements including
road widening, high occupancy vehicle (HOV) lane implementation, access control measures, and
improvements to signalization, signage, illumination, bicycle and pedestrian facilities, and the road
surface. The study also identified multi-modal transportation strategies for the corridor and in coming
years Kitsap transit will be planning for Bus Rapid Transit in the corridor. The future configuration and
character of SR 303 upgrades has extremely important implications for the future of the CK UGA and
these improvements will require continued collaboration between the City, County, and Kitsap Transit.

* According to RCW 47.24.020, cities and towns with population in excess of 25,000 take over from the
Washington State Department of Transportation (WSDOT) certain duties for all state highways running through
its jurisdiction. The cities become responsible for gutters, striping, traffic signals, and street signs. The State
continues to maintain the roadway surface, curbs, and directional signs/route markers.
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Issues to be Considered in UGAMA Negotiations

e Long-term capital improvements. The preliminary list of CK UGA capital projects identified in
the County’s 2006 Comprehensive Plan Update should be discussed by City and County
representatives and expanded upon, if necessary. The capital facilities assessment should be
updated if growth assumptions for the area are adjusted as part of UGAMA negotiations. As part of
the capital facilities discussion, sharing of debt service for major capacity improvements made
soon before or after an annexation should be negotiated.

o Pedestrian facility needs. In addition to the road improvements, pedestrian infrastructure
needs such as sidewalks and curbs should be analyzed from the City of Bremerton’s perspective.
If differences exist between City and County standards or needs assessments, these differences
should be discussed in UGAMA negotiations.

e Road improvement regulatory requirements. Sidewalk, curb, and gutter requirements on
new developments are currently under review in both the County and the City of Bremerton.
These changes need to be tracked as any disparity could be an issue to be discussed in UGAMA
negotiations.

3.6 Drinking Water
Summary Findings

The North Perry Water District will likely continue operations after an annexation. The Bremerton Water
Utility will continue to provide water service to the west side of the UGA. Possible merging of the
North Perry Water District and Bremerton Water and/or Silverdale Water would only be considered in
the future if North Perry ran up against capacity constraints or other operations difficulty. North Perry
Water is not expected to experience capacity issues within a 15 — 20 year time horizon.

Current Service — Bremerton Public Works and North Perry Water District

Exhibit 10 shows that North Perry Water District provides service to the east side of the CK UGA,
including the commercial SR 303 corridor, while Bremerton provides drinking water service to the
west side of the UGA. While water hook-ups via one of these providers are generally available in the
CK UGA, there are still a number of people that have their own wells.

North Perry Water District. The district was established in 1942 and has changed little in size since
1980. Currently, the whole district includes approximately 16,000 in population and 6,400 metered
connections. North Perry owns water wells and tanks, and has a groundwater-only system. The District
does not currently purchase water from Bremerton or another source, and a recent study concluded
that North Perry has good water quality and enough water capacity to meet demand at least through
2018.

Bremerton Water Utility. Bremerton has a combination of groundwater and filtered surface water.
Bremerton’s use of surface water requires installation of more capital facilities (e.g. UV treatment
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facilities) and more sampling and testing than does North Perry. Besides supplying the City
population, Bremerton also provides water to the Puget Sound Naval Shipyard. The City has good
water quality and sufficient water capacity and water rights to meet demand beyond 2024. On an
average day, Bremerton has 76,000 ERUs of capacity, while average daily usage is 24,000 ERUs plus
about 12,000 ERUs used by the shipyard.

North Perry and Bremerton Water are currently negotiating the installation of two system interties to
be used for emergency purposes only. Currently there is one such emergency-only water intertie
between North Perry and the City.

The sustainable yield of the aquifers in use by the City, North Perry, and Silverdale has not been
studied well. If this source were compromised, the City would only be able to provide surface water.
In general, new wells and water rights represent a challenge for most water providers in the region as
it is very difficult to transfer or gain new water rights.
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Exhibit 10
Drinking Water Providers in the Central Kitsap
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Source: Kitsap County, Berk & Associates, 2007
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Service Provider Comparison
Exhibit 11 shows a range of drinking water measures for Bremerton Water and the North Perry Water

District. Levels of service for drinking water appear to be comparable between the two entities,
although Bremerton customers may, in general, enjoy lower water bills.

Exhibit 11
Service Comparison: Drinking Water

North Perry Bremerton
Indicator Water District Public Works
Monthly Rates
Monthly Base Rate $7.26 $9.61
Metered Rate per HCF
0-2000 HCF $1.89 $1.04
>2000 HCF $1.89 $1.17
Non-Residential Rate per HCF N/A $1.13
Monthly Water Bill (assuming 10 HCF of use, $26.16 $20.01
Newcomer's assessment (per ERU) $1,200 ~$2,400

Sources: North Perry Water District, Bremerton Public Works, 2007
Notes: HCF = Hundred Cubic Feet; ERU = Equivalent Residential Unit; Bi-monthly base rates converted to
monthly rates for comparison purposes.

Long-term Service Provision and Transfer Options

There are no automatic consequences for water districts when a city annexes a particular area. Upon
annexation, the City may either allow the district to continue operations as before, or it may assume
jurisdiction over the district (all of it or a certain portion). At this time, it appears likely that the North
Perry Water District will continue operations after an annexation, while Bremerton Water will continue
to provide water service to the west side of the UGA.

Possible merging of the North Perry Water District and Bremerton and/or Silverdale Water would only
be considered in the future if North Perry ran up against capacity constraints or other operations
difficulty. It is estimated that North Perry water may begin to experience capacity constraints in the
next 15-20 year time horizon if the State fails to process water rights transfers or new rights. The
District is working on a long range well drilling program with the Department of Ecology to avoid
capacity issues.
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Most of the CK UGA is already in Bremerton’s water service area and the area’s future water demands
are being planned for. The challenge will be the sustainable management of the Manette sub basin
aquifers in use by the City, North Perry, and Silverdale water systems.

If Bremerton were to annex CK UGA while North Perry stayed in existence, the City would likely
attempt to collect water franchise fees from the district (currently 8.5% of gross revenues). The district
would likely pass this fee onto its customers, thus increasing their monthly water bills.

Issues to be Considered in UGAMA Negotiations

e Capacity Issues. The North Perry Water District has capacity to 2018 but could begin reaching
capacity constraints in about 15 years if the State fails to process water rights transfers or new
rights. If capacity is reached, the water district would consider instituting a development
moratorium in its service area. Bremerton, on the other hand, has significant water capacity and
water rights — capacity beyond their current 2024 planning horizon.

o Water Franchise Fee. Bremerton collects a franchise fee on operations of water utilities within
the City limits, which is 8.5% of gross revenues. If collected from North Perry upon annexation,
the district would likely pass this fee onto its customers.

3.7 Wastewater — Sewer
Summary Findings

Sewer service in the CK UGA could remain under County control or the County could transfer
wastewater capital assets in the area to the City of Bremerton and contract for wastewater treatment.
If the County transferred sewer infrastructure to Bremerton, the City would likely contract with the
County for wastewater treatment at its central wastewater treatment plant similar to existing contracts
the County has with Poulsbo and the Bangor naval base. New connections in the low-lying
southeastern and southwestern areas of the CK UGA could be incorporated into City plans to sewer
the East Bremerton UGA.

If sewer service were transferred to Bremerton, residents of the CK UGA could potentially see an
increase in sewer rates. Sewer rate changes from the consumer’s perspective may play a role in
determining whether the County should continue providing sewer service in the area.

Current Service — Kitsap County Public Works

The Kitsap County Public Works Department provides wastewater service to the CK UGA. The
Department runs four wastewater treatment plants (WWTPs) serving primarily unincorporated urban
areas and military bases. Wastewater flow in the CK UGA now flows north to the County’s central
WWTP. Almost all the flow goes through one point in the system at the north end of the CK UGA,
which would facilitate monitoring the flow for any contract purposes. Septic tanks and wells are
common within urban restricted zones in the CK UGA, especially in the Fairgrounds area.
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Much of the increase in demand projected for the area is from new multifamily and commercial
development along the SR 303 corridor. The sewer main along SR 303 already has a 12 inch main
and enough capacity to handle additional growth along the corridor. The County currently plans for
some pump station upgrades in the CK UGA but the major capital improvements in the system are
primarily at its central WWTP to the north. Due to a 2006 Comprehensive Plan Update Hearings
Board decision, planning for future pump stations and lines may be required by the County. This
decision is anticipated to be available in July or August 2006.

Sewer extensions in the County service area are typically paid for by developer assessments or local
improvement districts (LIDs). The County has recently developed regulations requiring new
developments in UGAs to provide urban levels of sanitary sewer service. Title 17 (Zoning) of the
County Code (footnote 48) requires all new residential subdivisions within UGAs, either single-family
or multi-family, to provide an urban level of sanitary sewer service (which can be sewer or an
approved alternative sewer such as a community drainfield or package plant). Ordinance 55 Section
2 (@) requires the owner of any building presently existing or under construction within 200 feet of a
public sewer to connect to the sewer.

Potential Service — Bremerton Public Works

Bremerton's sewage system provides sewer service to approximately 37,000 people including City
residents as well as some nearby areas in unincorporated Kitsap County. The City's wastewater
treatment plant has an average annual flow of 7.6 mgd and a hydraulic peak capacity of 32 mgd.
Treated effluent from the wastewater treatment plant discharges into the Sinclair inlet.

Older portions of the Bremerton sewer system were constructed as combined sewers (sewers that
collect both stormwater and wastewater), which was a common and accepted practice at the time.
The current sewer construction practice is to install separate sanitary and storm sewers. The City has
spent over $50 M on projects to reduce combined sewer outflows (CSOs) to within regulatory limits.
The debt incurred on these projects has affected sewer rates.

Similar to the County, sewer extensions in the City are typically paid for by developer assessments or
LIDs. The City recently studied the feasibility of a large LID to extend sewer in an area near Enatai
Creek to resolve high fecal count issues. The study determined that the per household charge was too
costly for the sewer extension to be feasible in the near future.

Service Provider Comparison

Exhibit 12 compares the sewer rates, newcomer's assessments, and operating costs for the County
and Bremerton wastewater programs. The County charges a flat rate for residential sewer service and
a metered rate for commercial uses. The City charges a lower flat rate plus a metered rate. An average
single-family monthly residential bill, assuming 800 cubic feet of use, is slightly higher in the City
($51.59) than in the County ($48.33). Newcomer's assessments are also higher in the City.

36



KRCC Urban Services Delivery Project June 30, 2007
Central Kitsap UGA Association Analysis

Exhibit 12
Service Comparison: Wastewater — Sewer

Kitsap County Bremerton

Indicator Public Works Public Works
Sewer Rate Per Month

Single-family residential $48.33 $28.55 + $3.83 per HCF

Multi-family residential $40.44 same as above

Commercial or Industrial (per HCF of water) $5.30

Restaurant (per HCF of water) $6.70

Monthly residential bill (assuming 8 HCF of use) $48.33 $51.59
Misc. Data

Operating Cost per ERU/year $507 not available

Newcomer's assessment (per ERU) $2,840 ~$3,600

Source: Kitsap County Public Works, Bremerton Public Works, 2007
Notes: ERU = Equivalent Residential Unit; HCF = Hundred Cubic Feet; Kitsap County flat rates based on assumption of 8
HCF of use per month

Long-term Service Provision and Transfer Options

There are two aspects of wastewater service to be considered — (1) the responsibility for extending
and maintaining wastewater capital assets in the CK UGA and (2) treatment of the wastewater
collected by the system. Based on conversations with County and City Public Works departments, if
the City were to take over sewer service provision for the CK UGA, transfer of existing wastewater
capital assets to the City is a possibility. However, reversing the flow to the south in order to send
wastewater to the Bremerton WWTP would be expensive and difficult to accomplish. Furthermore,
wastewater treatment capacity at the City’'s WWTP would need to be studied further to determine if
enough capacity is available to handle additional CK UGA flow.

Due to these circumstances, if the City were to take over sewer service in the CK UGA, it is likely that
it would contract with the County for wastewater treatment — similar to the existing contract the
County has with Poulsho for wastewater treatment services. Under this contract, Bremerton would pay
the County for its share of fixed and variable costs of operations of the Central Kitsap WWTP.

An alternative option for long-term sewer service in the CK UGA is to let the County maintain control
over sewer service in the area and continue collecting sewer charges from ratepayers. From an
efficiency standpoint, this option eliminates the need to draft, monitor, and manage a contract for
wastewater treatment services. It is likely that sewer rates for CK UGA residents would increase under
the contract scenario without a noticeable difference in levels of service. This is a case where the
customer perspective (rates changing without a change in LOS) could play a role in determining the
most efficient long-term service provider.
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If the County maintains control over sewer service in the area it is important that there be
collaboration between the County and City on zoning and planning issues because wastewater
infrastructure and maintenance is closely linked to growth and development.

Even if the County maintains control of sewer service in the CK UGA after an annexation, there are still
opportunities for the City to provide sewer service in sections of the area. There are several southern
areas of the CK UGA that are not sewered (e.g. lllahee and Tracyton) and could be included in City
plans to extend sewer in the East Bremerton UGA. Including these areas in existing City plans would
be a more efficient alternative than having both the County and City sewer systems extending into
hard-to-access neighborhoods.

Issues to be Considered in UGAMA Negotiations

e Feasibility and impact of a wastewater treatment contract. The details of a possible
wastewater treatment contract with the County should be explored. The potential impact on
ratepayers will be an important factor in determining if the City or County should provide sewer
service for the area.

e Linking unsewered CK UGA neighborhoods to the Bremerton sewer system. Several
unsewered neighborhoods in the CK UGA could be included in City sewer extension plans.
Extending sewer into these areas may be the most efficient long-term option, but the capital
investment costs are significant and best handled through a collaborative partnership between the
City and County. A complicating factor in these negotiations is the fact that some CK UGA
neighborhoods have opposed sewer extensions in the past to avoid sewer charges and potential
changes to neighborhood character.

o Additional capital facilities analysis. Details about the capital facilities needs of a sewer
service transfer to Bremerton need to be studied further. The costs of reversing sewer flow to the
Bremerton WWTP and the capacity of the Bremerton plant should be explored in UGAMA
negotiations if the County and City want to explore this option.

3.8 Stormwater
Summary Findings

County stormwater facilities in the CK UGA primarily serve the transportation network. Transfer of CK
UGA stormwater services to Bremerton Public Works could occur in conjunction with the transfer of
road maintenance responsibilities. Negotiations would be needed to deal with any stormwater
facilities located on County-owned property.

Current Service — Kitsap County Public Works

Within the CK UGA there are no critical drainage areas requiring significant stormwater facilities. In the
short term, with the Department’s six-year Capital Facilities Plan, there are a few fish passage culverts
planned for Mosher, Royal Valley, and Crouch Creeks. In the long term, a retention facility is planned
at the headwaters of the lllahee Creek, adjacent to the Rolling Hills Golf Course. Surface water flow in
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the lllahee Creek is of particular interest to several community groups in the area. An independent
llahee Drainage Study is being conducted with a grant from Ecology to look at sediment load, which
is causing problems for the Port of lllahee and possibly impacting salmon.

Title 12 of the Kitsap County Code sets forth requirements for new developments to provide
stormwater improvements. These regulations have been in effect since the mid 1990s but a
significant change in stormwater regulations will go into effect on August 15, 2009. The new
Stormwater Phase Il National Pollutant Discharge Elimination System (NPDES) Permit regulations will
require all Washington cities and counties to adopt the 2005 DOE Western Washington Stormwater
Design Manual standards. These standards will require about four times the current detention volume
required for non-forested sites before development can occur. The new standard is to mitigate
stormwater back to pre-settlement standards, which is forest for most of Kitsap County. These
regulations are currently under appeal by several jurisdictions. For this association analysis, the new
stormwater regulations do not significantly impact the association decision because both the County
and Bremerton would have to abide by the same standards if they go into effect.

Potential Service — Bremerton Public Works

As mentioned in the sewer section, due to the City’'s combined sewer-stormwater system, the City
Public Works Department has had to make significant investments in CSO projects to reduce CSOs to
within regulatory limits. The debt incurred to make these investments has affected stormwater rates to
a degree. As for requirements on new development to provide stormwater improvements, the City
has similar standards to the County.

Service Provider Comparison

Exhibit 13 provides a rate comparison for stormwater service in the County and City of Bremerton.
The Bremerton rates are higher than the County rates but the County recently reassessed their rates
and are gradually ramping them up annually out to 2010°. One possible reason for Bremerton’s
higher rates could be debt incurred on projects to resolve combined sewer-stormwater outfall issues.

° The County stormwater fee per ERU is projected to be $69.80 per year in 2010.
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Exhibit 13
Service Comparison: Stormwater

Kitsap County Bremerton
Indicator Public Works Public Works
Stormwater Fee Per ERU
Per month $4.77 $7.76
Per year $57.30 $93.12
Newcomer's assessment (per ERU) - ~$1,000

Source: Kitsap County Public Works, Bremerton Public Works, 2007
Notes: ERU = Equivalent Residential Unit; Kitsap County rates slated to increase annually to 2010; Bremerton
bi-monthly fees were converted to monthly fees for comparison purposes.

Long-term Service Provision and Transfer Options

Long-term stormwater service provision in the CK UGA is closely linked to transportation and roads
services. Current stormwater facilities in the CK UGA primarily serve the transportation network so if a
transfer to Bremerton Public Works occurs, stormwater and roads would likely transfer jointly. At the
point of transfer, negotiations would be necessary to deal with any stormwater facilities located on
County-owned property.

Issues to be Considered in UGAMA Negotiations

e Assessment of capital investment needs. As the City moves closer to an association with the
CK UGA, the stormwater capital needs in the area should be analyzed in greater detail. A common
understanding of what these needs are and when they are needed will facilitate UGAMA
negotiations.

e Complicated asset transfers. In some cases, the County owns property that a stormwater
facility lies on. The City and County will need to negotiate a process by which these facilities could
be transferred to the City in the event of an annexation. Negotiations should consider the need to
transfer certain easement rights within plats.

e Joint transfer with transportation services. UGAMA negotiations that touch on the transfer of
stormwater services should consider the close linkages between stormwater and road facilities.
The details of a joint transfer of stormwater and road services could be part of a UGAMA.
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4.0 FISCAL IMPACTS OF POTENTIAL ANNEXATION

This section of the report offers a planning-level analysis of potential fiscal impacts the City of
Bremerton and Kitsap County might see if the City was to pursue annexation of the CK UGA. Under
the framework for determining UGA association summarized in Section 2.0 of this report, it is possible
to determine the association of the CK UGA in the absence of this fiscal analysis. The goals of this
fiscal assessment, therefore, are (1) to provide additional levels of detail to the association discussion
and (2) to establish a foundation of information for development of the anticipated Urban Growth
Area Management Agreement (UGAMA).

The analysis summarized here is designed to highlight fiscal sustainability parameters to inform
development of the UGAMA between the City of Bremerton and Kitsap County. The overall goal is to
provide decision makers with a general idea of how annexing the area may affect the City’s fiscal
balance. In pursuit of this goal, the analysis seeks to answer two questions:

1. Would annexation of the CK UGA be likely to have a positive or negative impact on
Bremerton’s gperating budget?

2. What are the key costs or revenues that drive the magnitude of the impact?

As the City and the County pursue negotiation of the UGAMA, or if the City pursues annexation, the
City of Bremerton will want to conduct a more detailed assessment of financial impacts. At that time,
the City will likely want to estimate in greater detail the ongoing “costs” that the City would face each
year after annexation, extending into perpetuity. Also, the market and economic conditions will likely
be different at that point in time, warranting update of the data and assumptions. This analysis does
not directly address the fiscal impacts of any pre-annexation transfer of services but it could provide a
foundation for further study of these impacts.

Additionally, the last section of this chapter addresses potential revenue impacts to Kitsap County
should the CK UGA be annexed to Bremerton.

4.1 Analytic Framework of the Fiscal Analysis

It is important to emphasize that the analysis summarized below is designed to provide a baseline
estimate of potential incremental costs and revenues the City could see upon annexation — under
current conditions. The analysis provides a snapshot of what Bremerton's operating impacts would be
by answering a hypothetical question:

What incremental revenues and costs would the City of Bremerton face if the City was fully
governing the CK UGA in 2007

Again, this snapshot, planning-level analysis is designed to shed light on direction and magnitude of
potential annexation impacts on the City’s finances.
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This analysis is based on the City of Bremerton’s current revenue structure. It assumes (1) that the
City would extend its existing slate of services to the CK UGA given existing infrastructure in the area
and (2) that the City would maintain its current mode of service delivery. Clearly, if the City’s tax and
fee structure were to change, if the infrastructure in the CK UGA were to change, or if the City was to
contemplate alternative modes of service delivery in the area, the fiscal implications of annexation
would differ from those contemplated here.

To assess impacts to Bremerton, the analysis evaluates what we refer to as core operating costs and
revenues:

o Core operating revenues include all revenues that accrue to the City’s general and street funds.

e In a parallel construction, core expenditures include all day-to-day operating expenditures that are
funded from the same funds.

The capital impacts from annexation are less clear-cut. First, capital needs are difficult to identify
without an in-depth capital needs assessment. Second, the question of “desired” capital investment is
in large measure a policy question for the City. Most cities are used to weighing a long list of potential
capital investments and funding only a few. Even if one had a comprehensive list of all capital “needs”
in the CK UGA, one would still not be in a position to predict which of those needs would ultimately
be funded by policy-makers in light of a full slate of identified needs within the new, larger City of
Bremerton.

4.2 Key Assumptions

The fiscal analysis summarized in this section is shaped by the following key, overarching
assumptions:

o The contemplated annexation area would receive levels of service similar to those now provided
by the City of Bremerton.

e Estimated cost and revenue impacts reflect conditions that exist today.

e The current level of service, staffing and expenditures in Bremerton serve as the benchmark for
forecasting comparable levels of service, staffing and costs in the annexation area. This study does
not evaluate whether Bremerton’s existing levels of service, staffing or expenditures are acceptable
or sustainable with existing resources and staffing.

o Cities that have undertaken annexations in the past have found that there is a surge in demand
for services after annexation. This study’s methodology of directly estimating demand for services
that will be introduced upon annexation will produce a more accurate forecast than a simple
population-driven forecast, but it does not attempt to address one-time transition or “ramp-up”
costs, nor does it address surges in demand that the City might see in the first few months after
annexation.
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This fiscal analysis includes cost and revenue estimates only for those taxes or services that would
change upon annexation. Local services that would not change include schools, regional transit,
health services, and library services.

To give the clearest possible view of the net operating costs of annexation, this summary of
operating costs and revenues combine costs and revenues that accrue to the City's General and
Street funds. In Bremerton’s actual operations, the City uses a more extensive accounting system
of funds to facilitate provision of services. The model does not include other funds, such as the
utility enterprise funds and the golf course fund, since these funds are either not tax-supported or
not expected to experience any annexation-related impacts.

If the City of Bremerton was to pursue annexation, the City would enjoy certain economies of
scale in delivering City services. It is easy to see, for example, that the City will not be required to
hire a second Police or Fire Chief. This analysis takes a number of steps to explicitly account for
economies of scale, including explicit estimates of the true costs of extending key services like
Police and Fire/EMS, and by accounting for the costs of department heads before estimating the
costs of extending services to new areas.

43



KRCC Urban Services Delivery Project June 30, 2007

Central Kitsap UGA Association Analysis
4.3 Summary Fiscal Analysis Findings

Exhibit 14
Summary of Core Operating Costs and Revenues for the CK UGA

(2007 Dollars)

Operating Revenues 2007
Property Taxes (Regular and EMS Levy) 4,850,000
Utility Taxes and Franchise Fees 3,210,000
Retail Sales Tax 2,160,000
State Shared Revenues 920,000
B&O Tax 550,000
Retail Sales Tax - Criminal Justice 320,000
Fines & Forfeits 240,000
Gambling Taxes 150,000
Recreation Fees 120,000
Permit Fees and Plan Review Fees 70,000
Business License Fees 20,000
Total Projected General and Street Fund Revenues 12,590,000
Operating Expenditures

Police Services 3,170,000
Fire Services 2,270,000
Public Works (including Streets) 2,170,000
Parks & Recreation 290,000
Municipal Court 340,000
Community Development 310,000
General Facilities 220,000
Financial Services 190,000
Legal Services 170,000
Human Resources 110,000
Executive Services 60,000
Legislative Services 60,000
Economic Development 50,000
City Auditor 10,000
Staff-related Facility Costs 300,000
Total Projected General and Street Fund Expenditures 9,720,000
NET REVENUES $2,870,000

Source: Berk & Associates, 2007
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As Exhibit 14 shows, the analysis suggests that if the CK UGA were a part of Bremerton today, it
would yield a net positive fiscal impact on the operations of the City. Among other things, this finding
reflects three key assumptions:

1) Bremerton would provide fire services to the entire CK UGA;

2) Bremerton would provide police services to the CK UGA via three new police patrol areas, each
patrolled using one 24/7 patrol position; and

3) Bremerton would take over the provision of services to Anna Smith Park, but Kitsap County would
retain lllahee Preserve Heritage Park and Kitsap Fairgrounds and Events Center.

As a reflection of estimated cost impacts, the analysis estimates that approximately 78 additional full-
time equivalent positions would need to be added to Bremerton’s staff in order to extend the City’s
existing operating services to the CK UGA while maintaining its current mode of service delivery.
Similar to core operating revenues and expenses, these positions were projected only for general and
street funds.

Exhibit 15
Summary of Estimated Full-Time Equivalent (FTE) Impacts
of the CK UGA to Bremerton

Department Allocated FTEs
Executive 03
Legislative 0.6
Legal 0.9
Financial Services 17
Human Resources 1.0
City Auditor 0.1
Municipal Court 2.0
Community Development 3.8
Economic Development 0.3
Police 273
Fire 179
Parks & Recreation 5.6
Public Works (General & Street funds) 164
General Facilities 0.3
Total 78

Source: Berk & Associates, 2007

For a more detailed discussion of costs and revenue estimates, see Section 4.5 below.
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4.4  Study Area Characteristics
Population and Employment

Population estimates for the CK UGA were generated through GIS analysis of Office of Financial
Management (OFM) Small Area Estimates population data. In 2006, the area was home to
approximately 24,000 people, about 67% of Bremerton’s population of 35,900. Based on analysis of
ES202 employment data made available by the Puget Sound Regional Council, the area also contains
some 260 private businesses.

Property Values

The estimated value of assessed property in the six focus areas is based on GIS analysis of Kitsap
County Assessor’s data extracts and Kitsap County parcel shapefiles for the current year. The CK UGA
includes slightly less than $2 billion in taxable real and personal property.

Retail Sales

One of the key revenues that many cities rely on for general fund purposes is retail sales tax. Retail
sales tax estimates in the CK UGA are based on the combination of (1) Washington State Department
of Revenue's spatial analysis of taxpayers in the area, and (2) Berk & Associates’ analysis of
Washington State Department of Employment Security point-level data. In addition to taxable sales
generated on-site by businesses, Berk estimated three other sources of taxable sales in each
annexation area: (1) sales taxes on construction (driven by recent trends in residential development);
(2) sales taxes on other contracted services (renovation, home improvement, and landscaping); and
(3) sales taxes on telephone service and other delivered purchases that now accrue to local
jurisdictions based on recent sourcing rule changes (e.g. purchases over the web).

In general, the CK UGA generates estimated taxable retail sales of approximately $256 million, which
would generate roughly $2.1 million of revenue for the City. The major contributors to retail sales tax
in the area include Wal-Mart, Lowes, Fred Meyer, Safeway, Walgreens, and other businesses.

45 Key Operating Costs and Revenues

In Bremerton, as in most cities, the majority of the City’s costs are concentrated in a relatively small
number of service categories and the majority of revenues accrue from a small number of sources.
This section provides an overview of these central cost and revenue categories and a discussion of the
impact that differing service demands and revenue bases in the CK UGA have on the overall fiscal
impacts of annexation.
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Major Revenues

These are the revenue assumptions and estimates:

Property Taxes (Regular and EMS Levy): estimated at $4,850,000. Based on:

(0}

(0}

The CK UGA’s $2 billion of real and personal taxable property (identified through Berk &
Associates spatial analysis of data extracts from the Kitsap County Assessor’s Office), and

Bremerton’s 2007 regular City levy rate of $2.10 and EMS levy of $0.35 per $1,000 of
assessed value.

Utility Taxes and Franchise Fees: estimated at approximately $3,210,000.

Bremerton has a number of utility taxes and franchise fees: electric (6%), natural gas (6%o),
water (8.5%), wastewater (8.5%), stormwater (8.5%), cable TV (7%), solid waste (9.5%),
and telephone (6%).

Some utilities are based on utility consumption per capita (cable TV and natural gas) and
others are tied to both population and employment (telephone, electricity, water, sewer,
stormwater, and solid waste). The revenue assumptions were discounted to account for the
households and businesses in the CK UGA that are not in sewered areas and/or get their
water from wells.

Retail Sales Tax: estimated at approximately $2,160,000.

The retail sales tax rate is based on City share of 85% of the 1% local option retail sales tax.
The remaining 15% of 1% would continue to accrue to Kitsap County.

Estimates of sales tax revenues are based on: (1) Washington State Department of Revenue
data describing local sales tax collections from firms located within the study areas (excluding
those firms whose point-of-sales would be associated with the point of delivery of their
product or service [e.g. construction firms]); (2) estimates of average taxable value annual
construction activity in each of the study areas; (3) estimates of improvements and
renovations; and (4) estimates of sales tax derived from sale of telephone services and
delivered goods.

State Shared Revenues: estimated at approximately $920,000. Based on estimates of
statewide per capita distributions of the liquor tax, liquor profits, unrestricted gas taxes, and
criminal justice revenues as reported by the Municipal Research and Services Center.

B&O Tax: estimated at approximately $550,000.

(0}

Based on rates varied for different types of businesses — levied on gross proceeds of sale,
gross income, or value of products.
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o Estimated by applying statewide average gross business income per employee to estimated
employment in B&O categories: extractor, manufacturer, wholesale, retail, printing and
publishing, retail services, and services.

e Sales Tax - Criminal Justice: Approximately $320,000. Criminal justice sales tax revenues are
distributed to cities on a per-capita basis; estimates reflect Bremerton's budgeted per capita
distribution in 2007.

e Fines & Forfeits: Approximately $240,000. Based on assumption of 70% cost recovery of the
estimated expenditures for the Judicial Services division.

e Gambling Taxes: Approximately $150,000. Estimated gambling tax revenues are calculated
based on Bremerton’s gambling rates and 2005/06 gross receipts of gambling establishments in
the CK UGA, as reported by the Washington State Gambling Commission.

e Recreation Fees: Approximately $120,000. Based on assumption of 50% cost recovery of the
estimated expenditures for the Recreation Programs division of the Parks and Recreation
department.

e Permit Fees and Plan Review Fees: Approximately $70,000. Based on assumption of 100%
cost recovery of the estimated expenditures for the Planning/Building review and permit
processing function of the Community Development department.

e Business License Fees: Approximately $20,000. Business license fees reflect application of the
City’s license fee structure to the estimated number of businesses and employees located in the
CK UGA.

Major Expenses

The operating cost analysis focuses on the potential impact on core city services from potential
annexation of the CK UGA. The cost analysis assumes extension of the City’'s existing levels of service
and focuses on direct and indirect cost centers.

o Direct cost centers include all centers whose principal function is to provide services consumed
by the public (Fire, Police, Parks, etc.). For each direct cost center, the analysis identifies assumed
cost drivers that serve as the basis for estimating incremental demand for services. Estimates of
the incremental costs are based on extending the current unit-costs-of-service in the City to the
additional units of demand introduced with the CK UGA.

e Indirect cost centers provide administrative services that support direct cost centers (Mayor, City
Council, Finance, IT, etc.) Estimates of impacts on indirect cost centers are usually driven by
estimated growth in direct cost centers, with growth measured in terms of increase in overall
expenditures or increase in staffing.

The following are general assumptions used in estimating core operating cost impact:
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Police Services: Approximately $3,170,000. Estimates of police expenditures reflect Berk &
Associate’s interpretation of discussions with Bremerton Police Department staff. In particular, the
estimate reflects an assumed addition of 3 patrol districts by the City to provide coverage to the
CK UGA, each with one 24/7 patrol position, which would translate into 15 additional FTEs. The
resulting incremental demand for services by the City’s patrol division is carried over to the rest of
the Police Department. (This is on the high end of the range discussed with the City — it may be
possible to serve the area with two patrol districts).

Fire Services: Approximately $2,270,000. Estimates of fire expenditures are based on
discussions with Bremerton Fire Department staff.

o The estimated amount is based on the assumption that Bremerton would provide fire
protection services to the entire CK UGA.

o Bremerton Fire Department staff indicated that in the scenario of full service provision to the
CK UGA, the City would serve the area in the following fashion: (1) from nearby Bremerton
Fire Station #3 with current staffing levels — 2 employees on the fire engine and 2 on the
medic unit), and (2) from Central Kitsap Fire and Rescue’s (CKFR) Meadowdale Station #41
with the same staffing levels as are currently provided by CKFR — 2 employees on the fire
engine and 2 on the medic unit. Bremerton would close CKFR’s North Perry station (as it is
too close to station #3) and Tracyton station (currently staffed by volunteers).

CKFR’s Meadowdale Station #41 currently provides multiple levels of response within the
entire CKFR service area including Silverdale UGA and unincorporated rural central Kitsap
County. Removing Station 41 from CKFR could impact level of service for the entire CKFR
service area. These potential impacts and financial ramifications should be studied further to
inform these estimates.

o The staffing levels are generally linked to number of apparatus employed by the City, so the
Fire Department adds FTES when it is necessary to staff new aid cars or fire engines. In this
case, staffing 4 24/7 positions at Meadowdale station would translate into 16 full-time
equivalents (FTEs).

o Another option for fire and EMS service provision discussed with Bremerton Fire Department,
but not reflected in the cost estimate, is contracting with CKFR for provision of Fire and EMS
services to part of the CK UGA (potentially north of McWilliams Rd).

Public Works (Administration/Engineering and Street Maintenance Operations):
Approximately $2,170,000. The costs for administration and engineering are based on the
comparisons of the CK UGA land area (acres) to current City land area. The costs for Streets
Maintenance are based on the comparisons of study area centerline miles of public roadways to
current City centerline miles.
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e Parks & Recreation: Approximately $290,000.

o Estimates of parks expenditures are based on Bremerton’s average cost of maintaining
developed areas and open space. The study assumes that Bremerton would take over the
provision of services to Anna Smith Park, but Kitsap County would retain lllahee Preserve
Heritage Park and Kitsap Fairgrounds and Events Center. In practice, parks transfer will be
subject to negotiations between the County and the City.

o These estimates do not include maintenance of any additional park facilities (such as
neighborhood pocket parks and ball fields) that Bremerton may develop in the area.

o Estimates of recreation expenditures represent the pro-rata share of expenditures based on
the incremental increase in population associated with the CK UGA.

o Aguatics expenditures are excluded from the analysis.

e Municipal Court: Approximately $340,000. Estimates of expenditures are based on the
incremental demand from police services.

e Community Development: Approximately $310,000. The estimates are based on comparisons
of CK UGA land area (acres) to current City land area.

e Economic Development: Approximately $50,000. Estimated expenditures for economic
development services are based on comparisons of study area commercial square footage to
current City commercial square footage.

¢ Financial, Legal, Human Resources, Executive, Legislative, City Auditor, General
Facilities: Combined approximately $820,000. These functions are indirect and the estimates are
based on the estimated overall increase in City staffing levels, resulting from increase in direct
costs.

o Staff-related Facility Costs: Approximately $300,000. Staff-related facility costs reflect the
annualized cost of City Hall, maintenance facilities, and other City facilities that will be needed to
house additional staff. Many cities choose to capitalize facility costs by assuming greater capital
expenditures up front (for construction or purchase of additional facilities). Also, the City may have
excess capacity in existing facilities (which would reduce or eliminate the need for additional
facilities). In either of these cases, some or all of the costs could be eliminated from the estimate
of annual operating costs.

4.6 Capital Impacts

While it is possible to offer reliable planning-level estimates of operating cost and revenue impacts
associated with annexation, capital impacts from annexation are less clear-cut. First, long-term capital
needs (those identified in the 20-year planning horizon as opposed to those identified in six-year
capital facilities plans) are difficult to identify without an in-depth infrastructure assessment. Second,
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the question of “desired” capital investment is in large measure a policy question for both the County
and City. Most local governments are used to weighing a long list of potential capital investments and
funding only a few. Even if one had a comprehensive list of all capital “needs” in the CK UGA, one
would still not be in a position to predict which of those needs would ultimately be funded by policy-
makers within the new, larger City of Bremerton. As a starting point, however, the following discussion
outlines identified capital needs in the CK UGA, planned capital investments included in the current
six-year Kitsap County CFP, and potential revenue sources that might be available to Bremerton to
help fund these and other capital investments.

Planned Capital Improvements

Transportation. As noted above, CK UGA has approximately 85.4 miles of public roads (including
3.4 miles of state roadways), the maintenance for which would be a part of a UGAMA negotiation or
ultimately become the responsibility of the City upon annexation. The road conditions in the CK UGA
are generally good with average pavement condition rating of 81%.

There one road improvement project planned in the County's current 6-year transportation
improvement plan is a widening project along Tracyton Boulevard that will construct a roadway
section with 12-foot lanes, paved shoulders, and drainage improvements. Design of roadway
improvements is scheduled to commence in 2008 with construction scheduled for 2011 at a cost of
approximately $2.1 million. No additional road projects are proposed for the CK UGA before 2012.

Within the 2025 planning horizon a selection of recommended road improvements are identified in
the 2006 Kitsap County 10-Year Comprehensive Plan Update. In the preferred development scenario
only one improvement falls within or near the CK UGA — a widening of Riddell Road, from SR 303 to
Almira Drive NE, to four undivided lanes. This road improvement, its cost, and the priority it is given in
the County’s future TIP updates could be important issues in UGAMA negotiations.

In addition to these road improvement projects, there are a set of non-motorized improvements that
should be considered. Examples of these projects can be found in the Kitsap County Bike Plan and
Mosquito Fleet Trail Plan.

Parks. Currently, Kitsap County does not plan any major capital investments in parks facilities in the
CK UGA.

Surface Water. Kitsap County has not identified any major capital investments in surface water
management.

Presumably, investments in both parks and surface water would be considered as part of possible
UGAMA negotiations or by the City upon annexation (again, within the context of capital needs and
capital funding availability across the entire city). In particular, Bremerton could consider bringing CK
UGA up to urban standards for parks level of service, such as increasing the number of small
neighborhood parks.
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Sources of Capital Funding

Real Estate Excise Tax (REET). The real estate excise tax is levied on all sales of real estate,
measured by the full selling price. By statute, cities must use REET revenues to fund capital
investments. REET revenues are levied in two halves: The first half (0.25% of the taxable value of a
real estate transaction) may be used for a variety of capital uses, including development of parks. The
second half (the second 0.25%) must be used on a more constrained list of project—a list that
includes improvements to roads and roadways, but excludes investments in parks.

In Bremerton, REET receipts support the General Government Capital Improvement Fund which
accounts for expenditures related to various general government capital improvement projects by
transferring funds to designated projects.

The amount of REET revenues a city receives tends to vary substantially from year to year. During
years when the real estate market is active, revenues are high, and during softer real estate markets,
revenues are low. Up until recently, it was not unusual for a city to see REET revenues of less than
$500 for every $1 million of assessed value. In recent years, however, real estate transactions have
increased markedly, in some instances driving revenues of $700 or more per $1 million of assessed
value. Given the $2 billion of assessed property value in the CK UGA, these rates of REET revenue
generation translate into REET revenues of $1.0 to $1.4 million per year.®

“Unrestricted” Gas Tax. A portion of the state-collected gas tax is shared directly with municipalities
which bear a substantial portion of the overall costs of road maintenance and construction. The
gasoline and diesel tax is a flat amount levied per gallon (rather than a percentage of the price at the
pump), so even with increasing fuel prices, the state distributions may decrease if the number of
gallons sold is decreasing by a greater percentage amount.

Prior to 2005, gas taxes were distributed in two parts: an “unrestricted” portion of these funds was
disbursed to help defray the costs of street maintenance and a “restricted” portion was distributed to
cities to maintain an “arterial” (capital) fund. However, with the passage of SB 5969 in 2005, all gas
tax funds are now “unrestricted” for all cities, and beginning with September 2005 distributions, cities
received only a single distribution. Cities can choose whether to spend all or a portion of their gas tax
on capital expenditures or on roads maintenance (of course, all the gas tax monies must still be spent
for street purposes).

Other Potential Sources of Capital Revenues. There are other capital funding alternatives
available to the City beyond the established revenue sources:

e Park and street mitigation fees: Bremerton currently does not collect park and street mitigation
fees charged to new development. However, these fees could be among the additional capital

® Calculated by applying $500 and $700 to the CK UGA’s $2 billion of assessed value (i.e. $500 x 2,000 = $1
million of REET).
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revenue sources for the City; the revenues would vary annually with the amount of real estate
development activities in those areas.

o Local Improvement Districts (LIDs): LIDs are a means of assisting benefiting properties in financing
needed capital improvements through the formation of special assessment districts.
Improvements will benefit primarily the property owners in the district and must be approved by
both the local government and benefited property owners.

o Levy lid lifts: Another option is to raise property taxes, which would accrue to the City’s general
fund, but which could be used to bolster capital investments in the City if so desired. With the
passage of Initiative 747 in the recent years, cities are effectively limited to the growth in a city’s
regular property tax levy to 1% per year (plus revenues associated with new development). In
order to maintain or increase the property tax revenue, cities need to seek public votes for
periodic “lifts” of the city’s levy.

¢ Municipal bonds: Councilmanic bonds may be issued by the City Council without voter approval;
however, property taxes may not be increased to support related debt payments. Voter-approved
bonds can be another option, with debt financed either from general fund or by establishing a
bond levy.

The City may apply for federal or state grants for capital projects; however, each grant usually follows
an extensive application and review process which does not guarantee its receipt.

4.7 Potential Impacts to Kitsap County

Overall, it is difficult to precisely estimate the net fiscal impact on Kitsap County budget that would
result from a change in governance for CK UGA. The following discussion offers (1) ballpark estimates
of “lost” revenues to Kitsap County that might be associated with a possible UGAMA revenue sharing
component or ultimately by Bremerton annexing the CK UGA and (2) some general discussion of the
reduced service expenditures. A more detailed understanding of impacts to the County would be
recommended in order to prepare for a UGAMA and, possibly, some form of revenue-sharing
agreement. While it is difficult to estimate the precise magnitude of the fiscal impact, it is possible that
the County’s loss of revenues could be larger than the reduction in expenditures, in the event of
Bremerton’s annexation of CK UGA.

Another way to view the core revenue impacts described below is that these revenues are what is
conceptually available to fund any contracts and pre-annexation transfers of service that may be
negotiated in a UGAMA.
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Core Revenue Impacts

As demonstrated in Exhibit 16, Kitsap County could bear an approximately $6.1 million revenue
impact to the County’s General and Road fund in 2007 if the CK UGA were annexed by Bremerton.
Roughly half of these lost revenues would come in the form of lost Road taxes and gasoline tax
distributions. The remaining half would represent decreased revenues to the County’s general (current
expense) fund.

Exhibit 16
Estimated Core Revenue Impact on Kitsap County
of CK UGA Annexation by Bremerton

Revenue Source 2007
Property taxes (Road Levy) $2,470,000
Retail Sales tax $2,160,000
State Shared Revenues $850,000
Retail Sales Tax - Criminal Justice $320,000
Cable Franchise Fee $180,000
Gambling Taxes $130,000
Total $6,110,000

Source: Berk & Associates analysis

Property Taxes. In unincorporated areas, Kitsap County collects property taxes from a regular
property tax levy with revenues going towards general County operations, and the County road levy,
revenues from which must be dedicated to roads maintenance, construction, and other transportation
related activities. If the City of Bremerton were to annex the CK UGA, the County’s road levy would be
substituted by the City’s regular city levy, potentially decreasing the road funds by approximately $2.5
million.

However, the County would still collect its regular county levy, which supports countywide services like
regional court services, the auditor, the assessor, planning, and other general county operations.

Sales Tax. Of the 8.6% sales tax currently collected in Kitsap County, a 1% “local” share of the tax
accrues to local jurisdictions. In the unincorporated areas, the full 1% local tax accrues today to Kitsap
County; however, if Bremerton were to annex the CK UGA, the City would receive 85% of the 1%
local tax, totaling approximately $2.2 million in 2007. The County would keep the remaining 15% of
the local 1% sales tax.

Criminal Justice Sales Tax. This is an optional county tax for criminal justice purposes. These
revenues are allocated with the first 10% going to the county, and the remaining 90% allocated
between the county and cities within the county based on population. The estimated impact from this
revenue source (lost revenue allocations to the county associated with reduced unincorporated
county population) could be about $320,000.
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State-Shared Revenues. Liquor excise taxes and profits of the Washington State Liquor Control
Board are distributed based on formulas that include the ratio of unincorporated population in the
county divided by the total unincorporated population in the state (about $120,000 net impact). The
calculation for distribution of gas tax revenues is much more complex, based on a complicated
formula that includes the ratio of unincorporated population, the County's road costs and road needs
(a net impact of about $730,000). Criminal justice assistance is a function of total population in the
county (among other non-related factors), and would not be affected by annexation. Overall, the
County could potentially lose approximately $850,000 in state-shared revenues.

Cable Franchise Fee. Counties may levy franchise fees on cable television operators within
unincorporated areas. The estimated impact to Kitsap County from this revenue source could total
approximately $180,000.

Gambling Taxes. By statute, both counties and cities have authority to levy taxes on gambling
activities and establishments. In general, the county gambling tax may apply only in the
unincorporated areas, regardless of whether or not cities or towns in the same county levy the tax.
Kitsap County could potentially lose approximately $130,000 from this revenue source.

Impacts on Core Expenditures

Kitsap County provides multiple public services to unincorporated areas, including the CK UGA. It is
difficult to estimate the monetary impacts on County expenditures, as services are provided on
County-wide basis. However, County expenditures will decrease for certain services that would
possibly transfer to the City through a UGAMA or upon annexation. For instance, the County Sheriff’s
Office provides police protection to the CK UGA via one patrol area, “Edward”, staffed primarily by one
24/7 patrol position with support from other officers during periods of high demand. Upon
annexation, the County could condense its patrol areas, and either reduce the number of
commissioned officers or reassign them to other areas.

Other core operating services that could see decreased demand for resources would be general
government, planning and permitting, recreation, and roads maintenance. The impact on parks would
depend on which parks are transferred to Bremerton and which remain with the County. At least one
park, Anna Smith, could potentially be transferred, which would decrease the County costs of parks
maintenance. In addition to decreased road maintenance, upon annexation, Kitsap County would no
longer be responsible for capital costs associated with roads and surface water management in the CK
UGA.

The County would also likely transfer surface water services along with road services. Surface water
fund revenues are generated via an annual fee charged to property owners. With a transfer of surface
water service to the City of Bremerton, the County surface water fund would see reduced fee
revenues and reduced capital and operating costs associated with serving the CK UGA.
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5.0 ASSOCIATION DETERMINATION AND NEXT STEPS

5.1 Association with Bremerton

The CK UGA should be associated with the City of Bremerton. From a policy perspective, both the
State Growth Management Act and Countywide Planning Policies encourage unassociated UGAs to be
associated with a city or designated for incorporation into a new city. Incorporation has not been
seriously considered in the area and Bremerton is the only adjacent municipality. An association
determination now does not preclude future consideration of incorporation if residents so desire.

From a service provision perspective, if the CK UGA were annexed to Bremerton, there are no
significant issues with service transfer that could not be addressed with proper planning and UGAMA
negotiations. Furthermore, there are some services, primarily police and parks, which may improve for
CK UGA residents if services were transferred to Bremerton through a UGAMA or annexation.

Association of the CK UGA with Bremerton should be formalized through a joint resolution passed by
the City Council of Bremerton and Board of County Commissioners. The joint resolution should
include a commitment by both Bremerton and Kitsap County to dedicate resources to prepare for and
engage in UGAMA negotiations within a reasonable timeframe. At the time of this writing, there is
general consensus among Bremerton and Kitsap County representatives that a joint resolution is the
reasonable next step in this association process.

5.2 Key Issues to Address in UGAMA Negotiations

A wide range of service provision issues and challenges to be addressed in UGAMA negotiations were
identified in Section 3.0. This section compiles and groups the recommendations and identifies
additional CK UGA issues not addressed earlier.

Planning, Permitting, and Zoning

After an association, planning and permitting services are likely to be one of the first responsibilities
transferred to the City of Bremerton. The UGAMA should be used to address some of the outstanding
issues that hinder this transfer and outline a process and timeframe for the logical transfer of planning
and permitting services to Bremerton.

Currently there are some County zoning categories in the CK UGA that are not compatible with any
existing Bremerton zoning categories. One example is the County’s Urban Restricted (UR) zone, which
is a low-density residential zone that allows one to five dwelling units per acre. Bremerton's most
comparable lowest density residential zone (R-10) allows five to ten dwelling units per acre. If the CK
UGA were to associate with Bremerton, some residents of the UGA as well as some service providers
are concerned about ramifications of possible increased allowed density in UR zones. Significant
changes in zoning can impact neighborhood character, change land use patterns, and alter long-term
projections of demand for urban services. It is important that Bremerton and the County identify a
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plan of action in the UGAMA to resolve any planning, permitting, and zoning issues in the CK UGA to
ensure development within the area is consistent and compatible with City standards.

Preliminary discussions with Kitsap County and Bremerton officials indicate that, after association, the
City does not intend to uniformly apply Bremerton's zoning code to the CK UGA without first
negotiating with the County and consulting stakeholders and the public. In cases where zoning and
development standard conflicts require further study or public involvement a community-based
planning effort should be used to come up with zoning and land use regulations that are consistent
with existing City standards and growth targets, and are generally accepted by UGA residents.

In summary, UGAMA negotiations regarding planning and permitting should be used to:

¢ |dentify points of agreement and outstanding issues requiring additional study;

e Establish revised zoning through a community planning process as necessary;

o Come to agreement on common principles that will guide future steps in the process; and
e Create an action plan with clear roles, responsibilities, and timelines to address these issues.
Joint Public Involvement Activities

Citizen approval is necessary for an eventual annexation to take place. The UGAMA should include a
commitment from both Kitsap County and Bremerton to engage in public outreach, share findings
and recommendations, and solicit public feedback on the CK UGA transition process when
appropriate. This public outreach can take many forms depending on the needs of the community
but, in general, it should help prepare residents for possible annexation and identify outstanding
citizen concerns.

Police

¢ Memoranda of Understanding (MOUSs) for various regional police services. A number of
MOU agreements exist to manage city contributions to pay for regional services such as the Traffic
Safety Task Force, SWAT, and Bomb Squad, among others. These agreements may need to be
reviewed as part of UGAMA negotiations if there is desire to make changes as a result of an
association decision for the CK UGA.

¢ Gradual phasing and timing of police service transfer. The timing of police services transfer
would be very important to both current and potential providers. The phasing schedule could
potentially be discussed and identified in a UGAMA and ultimately finalized through annexation.

o A more detailed analysis of calls for service. The Bremerton Police Department and Kitsap
County Sheriff's Office will probably need to undertake a more detailed analysis of calls for service
within CK UGA in order to get a firmer idea of patrol area configurations and staffing levels
necessary to serve the area. The revenue and cost implications of providing service to the CK UGA
should also be studied further.
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Fire and Rescue

Possible fire service contract negotiations. If Bremerton doesn’t provide services to all of the
CK UGA, the City and CKFR would need to enter into negotiations regarding a potential contract
for service.

Asset transfer negotiations. The Bremerton Fire Department and CKFR will need to negotiate a
significant asset transfer, which could be made in cash, property, or contracts for fire protection
services. Bonds issued to pay for facilities or equipment remain with the property taxpayer in an
annexation. Properties subject to a fire district levy will retain that levy until it is paid off, even if
they are annexed into a city.

CKFR Meadowdale Station 41 currently provides multiple levels of response within the entire
CKFR service area including the Silverdale UGA and unincorporated rural central Kitsap County.
Removing Station 41 from CKFR could impact level of service for the entire CKFR service area.
These potential impacts and asset transfer ramifications should be studied further in UGAMA
negotiations.

Possible fire service provider merge. Ramifications of the study exploring the possibility of
merging CKFR, the Bremerton Fire Department, and South Kitsap Fire and Rescue need to be
considered. If the three fire service providers merge, it may simplify UGAMA negotiations regarding
fire service.

Parks and Recreation

Ability to set aside land for neighborhood parks. It is very difficult to develop new park
facilities once an urban area is built out. From a parks planning perspective, in urbanizing areas like
the CK UGA, it is important to set aside land for parks development before the area is built out.
Even if the County does not intend to develop new local parks in the CK UGA, it may want to
explore opportunities to cooperate with Bremerton to proactively set aside land for local park
development.

Maintenance and responsibility for neighborhood parks. If Anna Smith Park or any other
parks and recreation facilities are expected to transfer to Bremerton through a UGAMA or upon
annexation, the City and County should consider phasing in the maintenance and responsibility for
these facilities. If any new local parks are developed in the area pre-annexation, maintenance and
responsibility for these facilities should be clearly determined. Maintenance costs per acre of park
by type should be further analyzed and be incorporated in UGAMA negotiations.

Needs assessment: level of capital investment. Determining the CK UGA parks and
recreation “needs” is largely a policy question. If the CK UGA were associated with Bremerton, the
City would need to assess parks and recreation service in the area and identify capital investments
it would like to make. This assessment and identification of capital needs could inform UGAMA
negotiations with the County regarding transfer of parks service.
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Transportation

e Long-term capital improvements. The preliminary list of CK UGA capital projects identified in
the County’s 2006 Comprehensive Plan Update should be discussed by City and County
representatives and expanded upon, if necessary. The capital facilities assessment should be
updated if growth assumptions for the area are adjusted as part of UGAMA negotiations. As part of
the capital facilities discussion, sharing of debt service for major capacity improvements made
soon before or after an annexation should be negotiated.

o Pedestrian facility needs. In addition to the road improvements, pedestrian infrastructure
needs such as sidewalks and curbs should be analyzed from the City of Bremerton’s perspective.
If differences exist between City and County standards or needs assessments, these differences
should be discussed in UGAMA negotiations.

e Road improvement regulatory requirements. Sidewalk, curb, and gutter requirements on
new developments are currently under review in both the County and the City of Bremerton.
These changes need to be tracked as any disparity could be an issue to be discussed in UGAMA
negotiations.

Drinking Water

o Capacity Issues. The North Perry Water District has capacity to 2018 but could begin reaching
capacity constraints in about 15 years if the State fails to process water rights transfers or new
rights. If capacity is reached, the water district would consider instituting a development
moratorium in its service area. Bremerton, on the other hand, has significant water capacity and
water rights — capacity beyond their current 2024 planning horizon.

o Water Franchise Fee. Bremerton collects a franchise fee on operations of water utilities within
the City limits, which is 8.5% of gross revenues. If collected from North Perry upon annexation,
the district would likely pass this fee onto its customers.

Wastewater — Sewer

o Feasibility and impact of a wastewater treatment contract. The details of a possible
wastewater treatment contract with the County should be explored. The potential impact on
ratepayers will be an important factor in determining if the City or County should provide sewer
service for the area.

e Linking unsewered CK UGA neighborhoods to the Bremerton sewer system. Several
unsewered neighborhoods in the CK UGA could be included in City sewer extension plans.
Extending sewer into these areas may be the most efficient long-term option, but the capital
investment costs are significant and best handled through a collaborative partnership between the
City and County. A complicating factor in these negotiations is the fact that some CK UGA
neighborhoods have opposed sewer extensions in the past to avoid sewer charges and potential
changes to neighborhood character.
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Additional capital facilities analysis. Details about the capital facilities needs of a sewer
service transfer to Bremerton need to be studied further. The costs of reversing sewer flow to the
Bremerton WWTP and the capacity of the Bremerton plant should be explored in UGAMA
negotiations if the County and City want to explore this option.

Stormwater

Assessment of capital investment needs. As the City moves closer to an association with the
CK UGA, the stormwater capital needs in the area should be analyzed in greater detail. A common
understanding of what these needs are and when they are needed will facilitate UGAMA
negotiations.

Complicated asset transfers. In some cases, the County owns property that a stormwater
facility lies on. The City and County will need to negotiate a process by which these facilities could
be transferred to the City in the event of an annexation. Negotiations should consider the need to
transfer certain easement rights within plats.

Joint transfer with transportation services. UGAMA negotiations that touch on the transfer of
stormwater services should consider the close linkages between stormwater and road facilities.
The details of a joint transfer of stormwater and road services could be part of a UGAMA.
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TECHNICAL APPENDIX A

Notes on Sources, Methods and Assumptions
for Fiscal Impacts of Potential Annexation

REVENUES

Potential impacts on Bremerton's core revenues were estimated by applying existing City tax rates to
estimated tax bases in the CK UGA. Please see attached worksheet for more detail.

In the “Notes” section, the notation “Berk Assumption” identifies project assumptions that cannot be
attributed to a specific source, but rather, are based on Berk & Associates general experience in
performing fiscal analyses in Washington State.

COSTS
Economies of Scale

No matter the size of the city, cities typically have only one City Administrator, one Finance Director,
one Police Chief, and one Fire Chief. With these and other similar fixed costs already in place, it is
often the case that the /ncremental cost of serving a new household or a new business is significantly
lower than the average cost of serving the city’s existing constituents. Based on our experience
working with cities across the state, we believe that virtually every growing city enjoys somme level of
these so-called “economies of scale.”

In the analysis, the economies of scale are represented in two ways: (1) through excluding salaries
and benefits of key City positions from “allocable costs”, and (2) applying demand elasticity, meaning
that for each 1 percent increase in the incremental demand (e.g. a 1 percent increase in city
population), there could be a lesser increase in demand for services.

Direct versus Indirect Cost Calculation

Direct Costs

Some of the services provided by the City may be thought of as direct in that the services are directly
provided to the public. These services generate direct costs. In Bremerton, we consider the following
cost centers to provide direct services: community development, economic development, police, fire,
parks & recreation, and public works.

Estimated impacts to direct costs are calculated based on incremental demand that the new territory
would introduce for these services. The incremental demand for each cost center is measured in
terms of a defined cost driver — a measure most directly related to the center's operations. These
drivers are determined based on conversations with City staff and Berk & Associates’ experience
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working with other cities. For instance, street maintenance cost center is based on proportion of new
miles of road in the study area compared to total miles of road in the City currently.

Indirect Costs

City services that are not defined as direct services are defined as /ndirect meaning that they provide
support services to other departments in the City. These services generate costs, but these costs are
only /ndirectly associated with increased demand for publicly-consumed City services. In Bremerton,
nine cost centers are defined as providers of indirect services: executive, legislative, legal, financial
services, human resources, city auditor, general facilities and non-departmental services.

Impacts to the City’s indirect cost centers are estimated based on the estimated overall increase in
staffing levels of direct cost centers (i.e. the sum of estimated new FTEs for direct cost centers divided
by the sum of 2007 budgeted FTEs for these departments).

Staff-related Facility Costs

Staff-related facility costs reflect the annualized cost of City Hall, maintenance facilities, and other City
facilities that will be needed to house additional staff.

For cities who own their facilities, it is unusual to think of facilities costs in terms of an annual cost, but
these costs are included in the analysis in an attempt to capture the 7/ costs of services.

The City may have excess capacity in existing facilities, or the City could choose to capitalize these
costs by assuming greater capital expenditures up front. In that case, many if not all of the costs could
be eliminated from the annual cost estimate.

Estimated costs assume annual costs of $5,000 per employee. For office staff, this might translate into
a need for 250 square feet of additional space per employee at an average lease cost of $20 per
square foot. Alternatively, the $5,000 cost could be viewed as the cost of servicing City bonds that
would be necessary to cover the capital cost of building new facilities. For maintenance workers,
$5,000 per employee might translate into 625 square feet per employee at a cost of $8 per square
foot.
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