
CITY COUNCIL STUDY SESSION
TUESDAY, MARCH 15, 2022

REMOTE MEETING ON ZOOM

PLEASE CLICK THE LINK BELOW TO JOIN THE WEBINAR:
HTTPS://BAINBRIDGEWA.ZOOM.US/J/92947338351

OR TELEPHONE: US: +1 253 215 8782  
WEBINAR ID: 929 4733 8351

AGENDA

1. CALL TO ORDER / ROLL CALL - 6:00 PM

2. APPROVAL OF AGENDA / CONFLICT OF INTEREST DISCLOSURE - 6:05 PM

3. REGULAR BUSINESS

3.A (6:10 PM) Review Current and Recommended Practices for Funding and Maintaining City Facilities
and Streets - Public Works,   45 Minutes
Streets_Facilities  Funding Memo 031122.docx
Facilities Streets Memo Appendix A - Facilities Condition Assessment.pdf
Facilities and Streets Memo Appendix B - Establishing City Facilities Maintenance and Capital 
Replacement Policy_DRAFT.docx
Facilities_Streets Memo Appendix C - Pavement Condition Report.pdf
Facilities_Streets Memo Appendix D - Streets Staffing Analysis.pdf
Facilities_Streets Presentation.pptx

3.B (6:55 PM) Overview of Real Estate Excise Tax - Finance,  20 Minutes
Real Estate Excise Tax Presentation.pptx
2022 REET Uses Staff Memorandum.docx

4. COMMITTEE REPORTS - 7:15 PM

5. ADJOURNMENT - 7:25 PM

GUIDING PRINCIPLES
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1284304/Streets_Facilities__Funding_Memo_031122.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1282626/Facilities_Streets_Memo_Appendix_A_-_Facilities_Condition_Assessment.pdf
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https://d2kbkoa27fdvtw.cloudfront.net/bainbridgewa/d6778cbad44c379db06cd666cd27707a0.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1281019/Real_Estate_Excise__Tax__Presentation.pptx.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1284308/2022_REET_Uses_Memo_031122_2_.pdf


Guiding Principle  #1 - Preserve the special character of the Island, which includes downtown Winslow's small
town atmosphere and function, historic buildings, extensive forested areas, meadows, farms, marine views and
access, and scenic and winding roads supporting all forms of transportation.

Guiding Principle  #2 - Manage the water resources of the Island to protect, restore and maintain their ecological
and hydrological functions and to ensure clean and sufficient groundwater for future generations.

Guiding Principle  #3 - Foster diversity with a holistic approach to meeting the needs of the Island and the human
needs of its residents consistent with the stewardship of our finite environmental resources.

Guiding Principle  #4 - Consider the costs and benefits to Island residents and property owners in making land use
decisions.

Guiding Principle  #5 - The use of land on the Island should be based on the principle that the Island's
environmental resources are finite and must be maintained at a sustainable level.

Guiding Principle  #6 - Nurture Bainbridge Island as a sustainable community by meeting the needs of the present
without compromising the ability of future generations to meet their own needs.

Guiding Principle  #7 - Reduce greenhouse gas emissions and increase the Island's climate resilience.

Guiding Principle  #8 - Support the Island's Guiding Principles and Policies through the City's organizational and
operating budget decisions.

City Council meetings are wheelchair accessible.  Assisted listening devices are available in Council Chambers. If you
require additional ADA accommodations, please contact the City Clerk’s Office at 206-780-8604 or
cityclerk@bainbridgewa.gov by noon on the day preceding the meeting.
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City Council Study Session Agenda Bill

MEETING DATE:  March 15, 2022          ESTIMATED TIME: 45 Minutes 

AGENDA ITEM: (6:10 PM) Review Current and Recommended Practices for Funding and Maintaining City
Facilities and Streets - Public Works, 

SUMMARY: The City Manager and City staff will present an overview of the City's current practices regarding
funding and implementing the maintenance of City facilities and streets, and make recommendations for the
City Council's consideration as part of the 2023-24 biennial budget process.

No specific action is requested from the City Council other than a commitment to the principle of maintenance. 
Specifically, preventative maintenance.  Maintenance is an essential activity.  Preventive maintenance aims to
minimize unplanned downtime and repair costs.  It is generally understood that preventive maintenance can
save money over reactive maintenance. 

AGENDA CATEGORY:  Discussion PROPOSED BY:  Public Works

RECOMMENDED MOTION: Discussion.

STRATEGIC PRIORITY: 

FISCAL IMPACT:
Amount:  N/A

Ongoing Cost: N/A
One-Time Cost: N/A

Included in Current Budget?  No

BACKGROUND: See the attached staff memo and related appendices for more information regarding current
practices for funding and implementing the maintenance of City facilities and streets, including
recommendations for the City Council's consideration as part of the 2023-24 biennial budget process.

ATTACHMENTS: 

Streets_Facilities  Funding Memo 031122.docx

Facilities Streets Memo Appendix A - Facilities Condition Assessment.pdf
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Facilities and Streets Memo Appendix B - Establishing City Facilities Maintenance and Capital  Replacement
Policy_DRAFT.docx

Facilities_Streets Memo Appendix C - Pavement Condition Report.pdf

Facilities_Streets Memo Appendix D - Streets Staffing Analysis.pdf

Facilities_Streets Presentation.pptx

FISCAL DETAILS: N/A

Fund Name(s): 

Coding: N/A
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Department of Public Works Memorandum
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Date: March 11, 2022

To: City Manager

From: Christopher Wierzbicki, Public Works Director

Subject: Facility and Pavement/Streets Maintenance Needs Overview

Attachments: Appendix A, Facilities Condition Assessment; Appendix B, Draft City Facilities 
Capital and Maintenance Fund Policy; Appendix C, Pavement Management Report; 
Appendix D, Municipal Streets Maintenance Comparison.

Executive Summary

The following memo provides background and support for the following recommendations related
to the City’s facility, pavement management and streets maintenance programs:

 Create an annual set-aside of $1 million for facility maintenance, potentially through the 
establishment of a City Facilities Capital and Maintenance Fund;

 Add 1 new full-time employee (FTE) dedicated to facility maintenance (total = 2), and 1 new 
full-time project manager dedicated to facility maintenance contract work (total = 3);

 Fund an update to the facility condition assessment in the 2023-24 biennial budget;
 Increase annual pavement management budget to $1 million plus inflation (approximately 

$500K average annual increase); and,

 Increase streets maintenance staffing to expand crew availability.

Purpose

This memo was prepared at the City Manager’s request for the purpose of clarifying the City’s 
current funding and approach for maintaining facilities, asphalt-paved streets, and general street 
maintenance.  The memo also presents informed recommendations for funding and performing this 
work in the future and serves as a supplement to the proposed City Facilities Maintenance and 
Capital Replacement Policy, which is proposed for a discussion with the City Council on March 15, 
2022.

Facility Maintenance 
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Summary of Existing and Future Facilities and Needs

The City maintains approximately 90,000 square feet of facilities, with an additional 18,000 square 
feet expected to come online in late 2023 when the new Police and Municipal Court Building is 
completed at 8804 Madison Avenue.  Additionally, the City also provides grounds maintenance 
services for the City dock, approximately 70 acres of park land, and another 9 acres of building-
related grounds, including the new Police/Court building.

The City last performed a Facilities Condition Assessment in 2018 (see Appendix A.)  That 
assessment was broken out into detailed assessments of the City’s four largest facilities (City Hall, 
the Public Works Shop, the Public Works Truck Storage Building, and the Senior Center/Commons), 
and a summary of observational deficiencies for the remaining smaller facilities.  

The assessment identified that in 2018, there were approximately $4M of “predicted renewal” costs 
over 20 years for the four facilities that were closely studied, and an additional $700K of observed 
deficiencies noted for the remaining facilities.  

Current Facility Maintenance Approach and Recent Work

The City’s Public Works Operations and Maintenance Division provides a majority of the 
maintenance for the City’s facilities both through direct staff attention, and through contracts for 
service.  The work is planned and funded as part of the biennial budget process, and scheduled 
according to funding availability, risk prioritization, and staff availability.  The type of work 
performed by the City and its contractors spans a wide variety of complexity and cost, from door 
knob repairs, to roof and exterior siding replacement.  In the last 5 years, the City has spent an 
annual average of approximately $200K on routine facility maintenance, excluding a large 
repair/replacement project at City Hall that was approximately $400K.

With regards to grounds maintenance, the City performs a majority of this work with staff 
resources.  The work includes not only building grounds maintenance but also road-end, farms, trail 
and sprinkler system maintenance.  City staff do not perform janitorial work, which is provided 
through a contract for service.

The Streets and Facilities work group, which consists of 9 FTEs total, are available to perform 
grounds maintenance, but this work must be prioritized along with street maintenance needs.  
Temporary, seasonal employees are also available to perform this work.  One FTE from the group is 
specifically assigned to facility maintenance, and one is assigned to downtown Winslow (new 
position, not yet filled.)

Currently, the Division estimates that only 60% of the desired level of service for routine 
maintenance work is being performed, a majority of which is reactive.  The lack of capacity in this 
area is visible to building occupants and the public, for example, through damaged walls and 
building hardware that are unable to be addressed in a timely manner.

Facility Maintenance Recommendations 
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Based on the Facilities Condition Assessment, the City should be setting aside at least $1M annually 
for facility repair and maintenance, potentially through the establishment of a City Facility 
Maintenance and Capital Replacement Fund (see an example policy and more detail in 
Appendix B). The $1M annual contribution was developed based on recommendations from the 
Facility Condition Assessment, which identified a need for at least $200K per year, and an estimate 
of the cost of asset depreciation, which is currently calculated at approximately $800K per year 
once the new Police and Court facility is completed.

An update to the Facilities Condition Assessment that includes the new Police and Municipal Court 
Facility, and that provides a more detailed investigation of the City’s other facilities, should be 
funded in the next biennium to confirm and/or update the recommended annual fund contribution. 

Additionally, following industry standards that state the median number of FTEs for building 
maintenance is 1 per 50,000 SF, and to provide the Division’s level of service goals, ideally the City 
would have 2 FTEs dedicated to facility maintenance (excluding grounds).  Lastly, an additional 
1FTE project manager is recommended to ensure that projects are able to be effectively planned 
and delivered.

Pavement Preservation and Street Maintenance

Summary of Pavement Conditions and Current Maintenance Approach

The City currently maintains approximately 270 lane miles of paved roads and an additional 5 miles 
of gravel roads, a list which grows slightly each year due to the acceptance of privately built, public 
facilities associated with land development actions.  

The City’s last Pavement Management Report was completed in 2020 (see Appendix C).  The 
report identified that the City’s replacement cost for the roadway system was approximately 
$115M, with the Pavement Condition Index (PCI) rated at 70.  The PCI score is a ranking 
assessment on the overall health of a pavement segment on a scale of 0 to 100, with the network 
average being a global indicator of the network’s overall health.

Investment in pavement 
preservation is a key piece of
minimizing the costs of road 
maintenance.  As shown on 
the left, maintaining a PCI 
score between 60 and 70 
through preventative 
treatments like crack sealing, 
chip sealing and square-cut 
patching prevents the need 
for costlier reconstruction or 
reclamation.  Note also that 
conditions more rapidly 
deteriorate below a PCI score 
of 70.
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The City performs a majority of the pavement preservation work through an annual contract for 
services, the budget for which has averaged approximately $500K per year.  At that rate of 
investment, the Pavement Management Reports predicts that the average PCI score will lower from 
70 to 64 over 5 years (which indicates that the current PCI score is now 68), and the backlog 
portion of the network that will need more expensive reconstruction in lieu of maintenance will 
increase from 7.5% to 11%.  The Report recommends an investment of approximately $1M per year 
to maintain a PCI of 68 and reduce the backlog to 6%.

Current Street Maintenance Approach and Recent Work

In addition to pavement management, the City also performs a host of maintenance and safety-
related tasks associated with the roadway system.  The work - which includes sweeping, vegetation 
management, sign maintenance, shoulder maintenance, etc. – is performed almost entirely by City 
staff.  There are 8 FTEs in the Streets and Facilities work group that perform this work, one of 
which is dedicated primarily to signs and markings, and one of which is dedicated to downtown 
Winslow.  These same staff are responsible for grounds maintenance identified in the previous 
section of this memo.

Currently, the Division estimates that only about 70% of the desired level of service for streets 
maintenance work is being performed – with less than 50% of key tasks such as shoulder 
maintenance and minor pavement maintenance being performed.  The City has not performed any 
asphalt crack sealing work in recent years.  Additionally, the City is preparing to expand the bike 
facility network, which will create an additional need for maintenance resources. The lack of 
capacity in these areas of work is experienced by the public when shoulder conditions impact 
biking and walking safety, and when concentrated areas of potholes are addressed only with 
temporary measures.  A lack of roadside maintenance also results in areas of ponding and poor 
drainage which exacerbate pavement deterioration in the travel lanes.

Pavement/Streets Maintenance Recommendations 

In following the recommendations from the Pavement Management Report, ideally the City would 
invest a minimum of $1 million annually in pavement preservation in order to maintain a PCI index 
of 68 or higher.  This would be an average increase of $500K per year from current spending levels.  
An inflation factor of between 2.5-5% should be added for future years.

To provide the Division’s level of service goals, ideally the City would have additional staffing 
dedicated to street maintenance.  A proposed increase in staffing, combined with some strategic 
equipment purchase, would also aid in supplementing the pavement management work through 
the crew’s ability to perform hot asphalt pavement repairs.  Currently, the City’s need for hot 
asphalt repairs, which are a critical component of pavement management, are too large for the 
current crew size, and too small to interest contractor support.  There are portions of this work that 
can be performed through the annual pavement contract, but the City pays a premium for the work, 
and it absorbs funding that is intended to address more comprehensive and complete preventative 
treatments.
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Lastly, for the development of this memo, City staff contacted the Municipal Research Service 
Center and individual City Public Works Departments in Washington State for information on how 
other municipal governments with similar roadway and geographic conditions staff their streets 
maintenance work groups.  A comparative analysis can be found in Appendix D.
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Exhibit A to Resolution No. 2022-xx

p. 1 of 5

City Municipal Facilities Maintenance and Replacement Policy
Department of Finance and Administrative Services

Prepared by Finance Director DeWayne Pitts
Initial Development: 3/15/2022  

Table of Contents
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Authoritative Guidance............................................................................................................................................................4
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Policy Statement
The City owns and operates a variety of municipal facility assets including City Hall, the Police and 
Court facility, the Senior Center and various storage, park, farm and other investments that must 
be properly maintained and replaced to ensure they remain safe, that financial and service level 
investments are maintained, and that they provide a welcoming and usable space to serve their 
intended purposes.

Purpose
This policy supports the City in asset management, facility replacement planning and budgeting 
efforts and is established to fund for the planned replacement and major maintenance cost of 
existing City-owned facilities. A separate fund is created and established by the City Council for the 
maintenance, replacement and operation of the fund. Adequate budget appropriation levels must 
be ensured to provide resources for needed projects. 

Scope
This policy applies to the City’s existing general government municipal facility assets. It includes all 
facility structures such as City Hall, the Police and Court Facility, the Senior Center Commons 
building and other structures that have an expected future replacement cost of at least $1 million 
and an estimated useful life of at least 25 years. It does not include the City’s utility owned assets 
or new planned purchases, land or leased assets. It includes funding for facility replacement and 
major maintenance as defined under the City’s capital asset policy.

Goals
Effective asset management is comprised of several components including:

 Assets need to be continually assessed so there is up-to-date information on their condition 
and status.

 The information is then used to determine maintenance, upgrades, replacement, and 
mitigation issues.

 Facilities assets should have a plan that addresses its needs for the entire life, including 
replacement, inspections, and maintenance

 There should be a system in place to prioritize asset care and the allocation of limited 
resources.

It is the intention of this policy to adequately fund major maintenance projects of City-owned 
facilities with an additional reserve amount for unforeseen losses or catastrophic events plus an 
additional amount to set aside for eventual replacement of City owned facilities.

Funding

The municipal facilities renewal and replacement policy may incorporate several available 
funding sources to pay for major maintenance. These sources vary in legal, grant and other 
restrictions. This policy will also incorporate and follow an existing financial policy that 
states when an expenditure is incurred, the City will first consider and target the more 
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restricted funding sources where possible. The following sources, at a minimum, may be
considered for allocation to the City Facilities Capital and Maintenance fund:

 Real Estate Excise
 Grants
 General fund reserve transfers
 One-time revenue transfers
 General obligation bonds or other financing available as allowed by the City’s debt 

policy
 Proceeds from the sale of existing City facilities and properties defined in this policy
 Other sources as appropriate
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Authoritative Guidance

Government Finance Officers Association (GFOA)

The Government Finance Officers Association represents public finance officials throughout the 
United States and Canada. GFOA's mission is to advance excellence in public finance and includes 
best practices in governmental finance. The following link provides best practices for establishing 
capital asset renewal and replacement. Strategies for Establishing Capital Asset Renewal and 
Replacement Reserve Policies (gfoa.org)

City of Bainbridge Island – Capital Asset Policy

The capital asset policy provides guidance on acquisition, inventories, maintenance and the disposal 
of capital assets.

City of Bainbridge Island – 2018 Facility Condition Assessment

A facility condition assessment was performed in 2018 that will serve as a minimum target 
consideration to meet for funding major maintenance projects.

Roles and Responsibilities
Facility asset management is a shared function between the Public Works Department and Finance. 
Public Works is responsible for the asset life cycle process including acquisition, condition 
assessment, maintenance, cost estimates and the disposal of assets. Finance is responsible for the 
budgeting, recording, depreciation, physical inventory, and update of a physical asset list. Finance 
will also oversee the administration of the municipal facilities fund and calculate an estimated 
budget appropriation needed. The final appropriation of funds is the responsibility of the City 
Council.

Procedures

Condition Assessment of Existing Municipal Facilities

The City will conduct a systematic condition review of all facility assets no less every five 
years that includes scoring criteria, asset useful lives used for assessments, project 
justification and estimated cost to replace or repair. Major repairs may be capitalized 
following the City’s Capital asset policy. Costs that are not capitalized will follow the 
procedures of this policy for determining appropriation into the fund. Costs estimates from 
the assessment will be used to determine an estimate for adequate funding needed to pay 
for needed asset improvements into this fund.
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Budget appropriation funding

The budget appropriation for funding the Municipal Facilities Maintenance and 
Replacement fund each year shall be calculated using the following components:

 Six year planned Facilities Operating projects planned in the City operating 
budget plus;

 Depreciation of Existing Buildings which will eventually be used for the facility 
replacement over the estimated useful life

Note that any 6-year Facilities Capital Improvement Plan projects that meet City 
Capitalization thresholds will be funded separately in the Capital Construction Fund and 
identified in the 6-year Capital Improvement plan and will not directly affect this fund. If 
there is a purchase of a new City facility, it will be factored into future consideration using
this fund once it has been placed into service.

Minimum fund balance
To maintain an appropriate minimum fund balance, the City will calculate yearly appropriation and 
fund a minimum target balance of at least $1 million. This is intended to provide a facility 
maintenance reserve buffer for unanticipated projects. At a minimum, the balance should cover at 
least the six-year major maintenance target.

Major Facility Replacement
The future replacement of major facilities will initially be funded using an amount equal to the 
annual depreciation expense of major facility buildings over their expected useful lives. Utilizing 
depreciation to fund major facility replacement should be considered a starting point but will not 
typically generate enough funds for capital replacement needs because the cost of replacing facility 
assets generally increases over time and far exceeds the original replacement costs. Periodic review 
and the facility condition assessment will be used to determine if additional replacement funds are 
needed. If replacement revenue received over the life of an asset is insufficient to cover the facility 
replacement, the funding decision for the incremental difference will be made on a case-by-case 
basis depending on the nature and extent of the difference and the short- and long-term impact on 
the fund balance, operating budget and future asset replacement schedules.   
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Appendix D - Pavement/Streets Maintenance Staffing Comparisons 
 

City staff contacted the Municipal Research Service Center and individual City Public Works 

Departments in Washington State for information on how other municipal governments with 

similar roadway and geographic conditions staff their streets maintenance work groups. The 

information below was collected from eleven different local Washington State cities with 

populations and city-maintained roadway networks similar in size to that of Bainbridge Island.  

 

Figure 1: Current Populations of Bainbridge Island and Reference Cities 

Figure 1 shows the current listed population of each city surveyed for this memo. The City of 

Bainbridge Island has a higher-than-average population size for this group. 
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Figure 2: Land Areas in Square Miles 

Figure 2 shows the land areas in square miles for each of the surveyed cities. The City of Bainbridge 

Island has a significantly higher-than-average land area, ranking highest among the cities surveyed 

for this memo. 
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Figure 3: Number of Lane Miles of City-Maintained Streets 

Figure 3 shows the number of lane miles of city-maintained roadway in each jurisdiction. Lane 

miles of roadway factor in the number of standard lanes in each segment of roadway and help to 

represent the amount of asphalt, pavement markings, and other traffic control facilities which must 

be maintained. Some lane mile quantities were estimated where necessary based on available city 

roadway data.  

The City of Bainbridge Island is the third highest in number of lane miles of city-maintained 

roadway. 

0

100

200

300

400

500

600

Lane Miles of City-Maintained Streets

Bainbridge Lane Miles Other WA City Lane Miles Average Lane Miles

97



 

Figure 4: Number of Streets Maintenance Workers 

Figure 4 shows the number of full-time and seasonal city maintenance workers who participate in 

streets related projects for each city. This number only includes maintenance worker positions, it 

does not include managers.  

It should be noted that none of the cities contacted do any of their major paving work in-house 

except Wenatchee, which does about a third of its paving projects with its Streets Maintenance 

workers. 
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Figure 5: Streets Maintenance Workers per Lane Mile of City Maintained Streets 

Figure 5 displays the ratio of full-time and seasonal Streets Maintenance workers compared to the 

number of lane miles of city-maintained roadway for each location. The number of current 

Bainbridge Island Streets Maintenance workers (Operation and Maintenance Division) per mile of 

city-maintained roadway is below average and the third lowest among those surveyed.  

It should be noted that when contacted, the Public Works Directors of Mountlake Terrace and Oak 

Harbor (like many other cities in the survey) stated that their Streets Maintenance Divisions were 

understaffed and they were planning to hire more workers. 
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Figure 6: Streets Maintenance Workers per Lane Mile per Capita (City Population) 

Figure 6 shows the number of Streets Maintenance workers per lane mile of city-maintained 

roadway (from Figure 5), then factored again by City population. Bainbridge Island (Current) 

which has one of the higher populations from the cities surveyed (Figure 1) is in the lower half in 

terms of maintenance staffing based on these two combined metrics (lane miles of roadway and 

city population.) 
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Figure 7: Streets Maintenance Workers per Lane Mile per Square Mile (City Land Area) 

Figure 7 shows the number of Streets Maintenance workers per lane mile of city-maintained 

roadway (from Figure 5), then factored again by city land area in square miles. Bainbridge Island 

(Current) has the largest land area from the cities surveyed (Figure 2) and is the lowest in terms of 

maintenance staffing based on these two combined metrics (lane miles of roadway and city land 

area.) 
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Figure 8: Streets Maintenance Workers per Lane Mile, per Capita, per Square Mile 

Figure 8 shows the number of Streets Maintenance workers per lane mile of city-maintained 

roadway (from Figure 5), then factored by population, and factored again by city land area. 

Bainbridge Island is in the top half of population, city land area, and lane mile maintained from the 

cities surveyed (Figures 1, 2, and 3) and is the lowest in terms of maintenance staffing based on 

these three combined metrics (lane miles of roadway, population, and city land area.) 
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City Facilities & Streets 
Maintenance Review 
and Recommendations

March 15, 2022

103



Agenda

Summary and recommendations on the following:

• Facility Maintenance

• Pavement Preservation

• Streets Maintenance

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Discussion Goal

• Introductory discussion that will inform the 
preparation of the 2023-24 Biennial Budget

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Facility Maintenance - Current

• The City owns and maintains:

• 90,000 SF of general-purpose building 
facilities (including the new Police/Court Facility, but not including utility 
buildings)

• 70 acres of parks; 9 acres of building 
grounds

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Facility Maintenance - Current

• The City performs the following:

• Average $200K per year in contract services

• 1 full-time employee (FTE) for day-to-day 
maintenance

• 9 FTEs perform grounds maintenance (staff shared 
with Streets)

• Estimated 60% of required work being 
performed, majority reactive

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Facility Maintenance - Recommendations

• National standards indicate 1 FTE per 50,000 SF

• Increase facilities maintenance staff by 1 FTE 
(total = 2)

• Facilities condition assessment + depreciation 
indicates need for $1M per year set aside
• Create a City Facility Maintenance and 

Capital Replacement Fund 

• Set aside $1M per year in the Fund

• Add facilities project manager (1 FTE)

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022

108



Pavement Preservation- Current

• The City owns and maintains 270 lane miles of 
paved streets

• Current Pavement Condition Index (PCI) = 68/100

• Average annual pavement preservation budget is 
$500K

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Pavement Preservation- Current

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022

68
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Pavement Preservation- Recommendations

• 2019 Pavement Condition Report identifies a 
minimum annual investment of $1M to maintain 
current PCI score

• At $400-500K annually, expect to lower PCI by 
about 1 point/year

• Increase pavement preservation program by 
$500K to $1M annually (can be implemented with existing staff)

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Streets Maintenance - Current

• Streets maintenance is performed by City Staff:

• Vegetation removal
• Shoulder grading
• Crack sealing
• Pothole filling
• Sweeping
• Sign/striping maintenance
• Sidewalk repair
• Plowing/emergency repairs
• This crew also performs grounds maintenance

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Streets Maintenance - Current

• City has 8 FTE dedicated to streets and facilities:

• 1 dedicated to signs and markings
• 1 dedicated to downtown Winslow (new)
• 6 other maintenance techs

• Estimated 60% of required maintenance is being 
performed

• Lack of maintenance leads to more quickly 
deterioration roadways

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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Streets Maintenance - Current

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022

Among 
comparable cities, 
Bainbridge has the 
lowest number of 
streets staff per 
lane mile of 
roadway 

114



Streets Maintenance - Current

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022

Among 
comparable cities, 
Bainbridge has the 
lowest number of 
streets staff per 
lane mile of 
roadway per land 
area
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Pavement Preservation- Recommendations

• Increase streets maintenance staffing to 
increase level of service/safety and improve 
asset longevity. 

City Facilities & Streets Maintenance Review and Recommendations
March 15, 2022
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City Facilities & Streets 
Maintenance Review 
and Recommendations
Q&A

March 15, 2022
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City Council Study Session Agenda Bill

MEETING DATE:  March 15, 2022          ESTIMATED TIME: 20 Minutes 

AGENDA ITEM: (6:55 PM) Overview of Real Estate Excise Tax - Finance,

SUMMARY: The City Manger and City staff will present an overview of Real Estate Excise Tax uses, legal and
policy requirements, and planned uses from 2022-2026.

AGENDA CATEGORY:  Discussion PROPOSED BY:  Finance & Administrative Services

RECOMMENDED MOTION: Discussion.

STRATEGIC PRIORITY: 

FISCAL IMPACT:
Amount:  

Ongoing Cost:
One-Time Cost:

Included in Current Budget? 

BACKGROUND: The City has received an average of $2.8 million in Real Estate Excise Tax ("REET") revenue
over the past 10 years, ranging from a low of $1.3 million in 2013 to a high of $4.2 million in 2021. These
revenues are broken out into "REET 1" and "REET 2" revenues and have different legal restrictions applicable
to each revenue stream. 

The City of Bainbridge Island collects the maximum allowable 0.25% of “REET 1” and an additional 0.25% of
“REET 2” tax on the selling price of most real property sales. These revenues are legally restricted and
collected in a separate special revenue fund which can only be used for eligible purposes. In general, the funds
must be used for capital projects along with a limited amount allowed for maintenance. REET 2 projects are
more restrictive than REET 1 and are directed more to infrastructure. REET 2 funds are not allowed for public
facilities such as law enforcement, administration, and courts that were listed within the REET 1 statute. REET
2 funds may be used for affordable housing and homelessness through January 1, 2026. Debt service
payments on projects financed with REET are also eligible for funding. 

Current City financial policies state, in part: “Real Estate Excise Tax revenue shall be first applied to current
capital debt service and then, to the extent available to other eligible expenses.” In addition, the policies state:
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“As a general rule, when an expenditure is incurred for which both restricted and unrestricted fund balance is
available, the City will consider the more restricted amounts to have been spent first."

ATTACHMENTS: 

Real Estate Excise Tax Presentation.pptx

2022 REET Uses Staff Memorandum.docx

FISCAL DETAILS: City projected revenues for 2022 are $3.4 million. Ending 2021 REET fund balance
is $2.5 million consisting of $2.1 million in REET 1 funds and $400,000 in REET 2 funds. Estimated
2023-2026 revenues are approximately $3.5 million per year. Estimated 2023-2026 uses are
approximately $3.6 million per year.

Fund Name(s): Other

Coding:
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1281019/Real_Estate_Excise__Tax__Presentation.pptx.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1284308/2022_REET_Uses_Memo_031122_2_.pdf


March 15, 2022

DeWayne Pitts, CPA, CFE, Finance Director

Real Estate Excise Tax (REET)
Overview
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Agenda

• REET Tax Overview

• Allowable REET Uses

• REET Policy Limitations

• Historical Uses of REET

• 2022 – 2026 Planned REET Uses

March 15, 2022
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• Tax collected upon gross sales price of most real estate sales

• Tax rate equal to 0.25% for “REET 1” and 0.25% for “REET 2”

• Funds legally restricted and uses may differ between REET 1 and REET 2

• Used mostly for Capital Projects, Debt Service and Maintenance

REET Tax Overview

March 15, 2022
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• REET 2 funds are generally more restrictive than REET 1

• Policy requires funds be first applied to current debt service and then to other 
eligible uses

• REET revenue can be volatile (see chart on next page)

REET Tax Overview (Continued)

March 15, 2022
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REET Tax Overview (Continued)

March 15, 2022
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REET  Allowable Uses 

March 15, 2022

Item REET 1 REET 2
Tax Rate 0.25% 0.25%
Capital projects (roads, streets, utilities) Eligible Eligible
Capital projects (facilities) Eligible Not Eligible

Capital projects (Affordable Housing) Not eligible
Until end of 2025, up to $1.0 

million may be allowable

Maintenance Eligible up to $1 million Eligible up to $1 million

Debt Service
Eligible subject to Capital project 

limitations for REET 1
Eligible subject to Capital 

project limitations for REET 2
Estimated 2022 revenue $1,700,000 $1,700,000 
Current fund balance $2,100,000 $400,000 
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“Real Estate Excise revenue shall be first applied to current capital debt service 
and then, to the extent available, to other eligible uses.”

“As a general rule, when an expenditure is incurred for which both restricted and 
unrestricted fund balance is available, the City will consider the more restricted 
amounts to have been spent first.”

REET  Policy Limitations

March 15, 2022
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2022 REET  Historical Uses 

March 15, 2022

5 Year Historical REET Spending
Year 2017 2018 2019 2020 2021 Average
Debt Service 1,883,000 1,541,000 876,000    862,000    943,000    1,221,000
Streets Repair/Maintenance 624,000    785,000    1,094,000 836,000    1,851,000 1,038,000
Capital Projects 819,000    -            993,000    315,000    1,426,000 711,000   
Total 3,326,000 2,326,000 2,963,000 2,012,000 4,219,000 -            
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Planned Use of Funds
2022 BEGINNING FUND BALANCE 2,500,000  2,179,000  1,983,000  1,844,000  1,759,000  
PLUS: ESTIMATED REVENUE1 3,400,000  3,450,000  3,500,000  3,550,000  3,700,000  

LESS: PLANNED EXPENSES 2022-2026
CATEGORY PROJECT 2022 2023 2024 2025 2026 TOTAL
Current Street Maintenance and Major Repair 2,4 1,000,000  1,000,000  1,000,000  1,000,000  1,000,000  5,000,000    
Targeted level increase for Street Maintenance 2,4 -             500,000     500,000     500,000     500,000     2,000,000    

-             -             -             -             -             -               
Debt Service 2007 Storm loan (2028 last year) 29,000       28,000       27,000       27,000       26,000       136,000       

Police/Court Facility Bonds (2039 last year) 508,000     510,000     511,000     507,000     507,000     2,543,000    
2019 Refunding Bonds(2028 last year) 406,000     397,000     389,000     390,000     376,000     1,959,000    

Subtotal Debt Service 942,000     935,000     928,000     924,000     910,000     4,638,000    
-             -             -             -             -             -               

CIP Capital Projects Bainbridge Island Senior Center Renovations 276,000     -             -             -             -             276,000       
Country Club Bulkhead Reconstruction -             525,000     -             -             -             525,000       
Eagle Harbor Drive Phase II 2,000         -             -             -             -             2,000           
Madison Ave Sidewalk Improvements 601,000     -             -             -             -             601,000       
Eagle Harbor Drive Phase I 257,000     5,000         20,000       -             -             282,000       
City Hall Parking Lot Retrofit 111,000     -             -             -             -             111,000       
Sportsman Club/New Brooklyn Intersection 532,000     -             -             -             -             532,000       
Average Support to CIP projects (2023-2026) 3 -             181,000     691,000     711,000     711,000     2,294,000    

Subtotal Capital Projects
1,779,000  711,000     711,000     711,000     711,000     4,623,000    

-             -             -             -             -             -               
Plus: Targeted level in Facility Maintenance Contributions 4 -             500,000     500,000     500,000     500,000     2,000,000    
GRAND TOTAL - REET EXPENSES 3,721,000$ 3,646,000$ 3,639,000$ 3,635,000$ 3,621,000$ 18,261,000$
ESTIMATED ENDING FUND BALANCE 2,179,000  1,983,000  1,844,000  1,759,000  1,839,000  -               

Notes:

1 Revenue can be volatile - Assumed revenue increase of 2% per year

2 Current Streets spending includes maintenance and major road repairs

3 Average Capital Support for years 2017-2021 was $711,000 per year

4 Total maintenance limited to $2 million REET 1 and REEET 2; Remaining $500k per yr for new Facility maintenance fund will come from General fund 
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March 15, 2022

Q&A
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Finance and Administrative Services Department

Memorandum

Page 1 of 6

Date: March 11, 2022

To: City Council 
Blair King, City Manager

From: DeWayne Pitts, Finance Director

Subject: Real Estate Excise Tax (REET) uses and policy requirements

Executive Summary:
This memo provides an introduction to a significant revenue source at the City of Bainbridge 
Island, the Real Estate Excise Tax (REET).  The City has received an average of $2.8 million in 
REET revenue over the past 10 years, ranging from a low of $1.3 million in 2013 to a high of 
$4.2 million in 2021.  The use of this revenue is restricted by state law to certain capital and 
maintenance purposes. Council has requested information about the use of REET funds.
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Overview:

 The City of Bainbridge Island collects the maximum allowable 0.25% of “REET 1” and an 
additional 0.25% of “REET 2” tax on the selling price of most real property sales.

 These revenues are legally restricted and collected in a separate special revenue fund 
which can only be used for eligible purposes.

 In general, the funds must be used for capital projects along with a limited amount 
allowed for maintenance. Debt service payments on projects financed with REET are 
also eligible for funding.

 REET 2 projects are more restrictive than REET 1 and are directed more to 
infrastructure. REET 2 funds are not allowed for public facilities such as law 
enforcement, administration and courts that were listed within the REET 1 statute.

 New legislation passed in 2019 which sunsets January 1, 2026 allows the greater of 
$100,000 or 25% of available REET 2 funds not to exceed $1 million for affordable 
housing projects. REET 1 funds are not eligible for this use.

 REET revenues can be volatile since they depend on the volume and sales value of the 
properties sold.

 Current City financial policies state that “Real Estate Excise Tax revenue shall be first 
applied to current capital debt service and then, to the extent available to other eligible 
expenses”. In addition, the policies state that “As a general rule, when an expenditure is 
incurred for which both restricted and unrestricted fund balance is available, the City will 
consider the more restricted amounts to have been spent first”.

 City projected REET revenues for 2022 are $3.4 million. Ending 2021 REET fund balance 
is $2.5 million.

5 Year Historical REET Spending
Year 2017 2018 2019 2020 2021 Average
Debt Service 1,883,000 1,541,000 876,000    862,000    943,000    1,221,000
Streets Repair/Maintenance 624,000    785,000    1,094,000 836,000    1,851,000 1,038,000
Capital Projects 819,000    -            993,000    315,000    1,426,000 711,000   
Total 3,326,000 2,326,000 2,963,000 2,012,000 4,219,000 -            
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Real Estate Excise Tax (REET) 1 and 2

Item REET 1 REET2
Tax rate 0.25% 0.25%
Capital projects (roads, streets, 
utilities)

Eligible Eligible

Capital projects (facilities) Eligible Not eligible
Capital projects (Affordable Housing) Not Eligible Until end of 2025, up to 

$1.0 million may be 
allowable

Maintenance Eligible up to $1 million Eligible up to $1 million 
Debt Service Eligible up to Capital 

project limitations above
Eligible up to Capital 
project limitations above

Estimated 2022 revenue $ 1,700,000 $ 1,700,000
Current fund balance $ 2,100,000 $    400,000

Background:

The State of Washington levies a real estate excise tax (REET) upon most sales of real estate 
under chapter 82.45 RCW based on a graduated tax scale determined by the selling price. In 
addition to the state real estate excise tax, cities and counties may impose local real estate 
excise taxes. The two REET options for cities and counties are:

 REET 1, or the “first quarter percent” – a 0.25% REET which may be imposed by any 
city, town, or county primarily for capital projects and limited maintenance.

 REET 2, or the “second quarter percent” – an additional 0.25% REET which may be 
imposed by any city, town, or county fully planning under the Growth Management Act, 
to be used primarily for capital projects, limited maintenance and certain affordable 
housing projects.

REET 1 – The “First Quarter Percent”

Summary

 Any city or town may impose a 0.25% excise tax upon most real estate sales
 The City of Bainbridge Island has imposed this tax
 Revenues are restricted and may only be used for certain capital purposes and housing 

relocation assistance
 May also be used for limited capital facility maintenance, with additional reporting 

requirements.
 In general, is less restrictive than REET 2 funds
 Does not require voter approval
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Capital Use of Revenues: Cities such as Bainbridge with a population of more than 5,000 that 
are fully planning under the Growth management Act (GMA) must spend the REET 1 revenues 
on “capital projects” that are listed in the capital facilities plan (CFP). RCW 82.46.010(6) defines 
“capital project” as, in relevant part:

… those public works projects of a local government for planning, acquisition, construction, 
reconstruction, repair, replacement, rehabilitation, or improvement of streets; roads; 
highways; sidewalks; street and road lighting systems; traffic signals; bridges; domestic 
water systems; storm and sanitary sewer systems; parks; recreational facilities; law 
enforcement facilities; fire protection facilities; trails; libraries; administrative facilities; 
judicial facilities; river flood control projects; … and technology infrastructure that is integral 
to the capital project.

Maintenance Use of Revenues: Cities may use up to $100,000 or 25% of its available REET 1 
funds, whichever is greater but not to exceed $1 million per year, for the maintenance of 
capital projects. The definition of “maintenance” is defined within RCW 82.46.015(6):

For purposes of this section, “maintenance” means the use of fund for labor and 
materials that will preserve, prevent the decline of, or extend the useful life of a capital 
project. “Maintenance” does not include labor or material costs for routine operations of 
a capital project.

There are additional reporting requirements the city must fulfill in the budget process in order 
to use the funds for maintenance.

Housing relocation Use of Revenues: REET 1 funds may be spent on housing relocation assistance 
as defined within RCW 59.18.440 and 59.18.450, which in summary provides assistance to low-
income tenants under specific circumstances defined by statute and local ordinance.

REET 2 – The “Second Quarter Percent”

Summary

 Any city or town that is fully planning under the Growth Management Act may impose 
an additional 0.25% excise tax upon most real estate sales, in addition to the tax 
imposed under REET 1

 The City of Bainbridge Island has imposed this tax
 Revenues are restricted and may only be used for certain transportation, 

water/storm/sewer, and park capital purposes
 In general, REET 2 projects are more restrictive than REET 1 and are directed more to 

infrastructure
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 REET 2 funds are not allowed for public facilities such as law enforcement, 
administration and courts that were listed within the REET 1 statute

 May also be used, with additional reporting requirements and spending limits for:
o Capital facility maintenance
o Affordable housing and homelessness through January 1, 2026

 Does not require voter approval

Capital Use of Revenues: REET 2 revenues are restricted and may only be used for financing 
“capital projects” specified in the capital facilities plan element of the city’s comprehensive land 
use plan. RCW 82.46.035(5) defines “capital projects” as:

(a) Planning, acquisition, construction, reconstruction, repair, replacement, 
rehabilitation, or improvement of streets, roads, highways, sidewalks, street and road 
lighting systems, traffic signals, bridges, domestic water systems, storm and sanitary 
sewer systems;

(b) Planning, construction, reconstruction, repair, rehabilitation, or improvement of 
parks; and

(c) Until January 1, 2026, planning, acquisition, construction, reconstruction, repair, 
replacement, rehabilitation, or improvement of facilities for those experiencing 
homelessness and affordable housing projects.

The definition of “capital projects” for REET 2 is more restrictive than it is in the REET 1 statute. 
REET 2 funds are more specifically directed to infrastructure. Also, REET 2 omits public facilities 
such as law enforcement, administration and courts that were listed within the REET 1 statute.

Maintenance Use of Revenues: Cities may use up to $100,000 or 25% of its available REET 2 
funds – whichever is greater, not to exceed $1 million per year for the maintenance of REET 2 
capital projects. RCW 82.46.037 allows REET 2 funds for the maintenance of REET 2 projects as 
described in that provision. As provided in RCW 82.46.037(4), in relevant part: 

"maintenance" means the use of funds for labor and materials that will preserve, 
prevent the decline of, or extend the useful life of a capital project. "Maintenance" does 
not include labor or material costs for routine operations of a capital project.

Affordable Housing Use of Revenues: Legislation passed in 2019 expanded the use of REET 2 
revenues to include some expenses related to affordable housing. Until January 1, 2026 any city 
may now use the greater of $100,000 or 25% of its available REET 2 funds, not to exceed $1 
million, for affordable housing projects and the planning, acquisition, construction, repair, 
replacement, rehabilitation, or improvement of facilities for those experiencing homelessness, 
as long as such projects are listed in the capital facilities plan.
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Planned Use of Funds:

Below is a summary of the current planned use of REET funds from 2022-2026.

2022 BEGINNING FUND BALANCE 2,500,000  2,179,000  1,983,000  1,844,000  1,759,000  
PLUS: ESTIMATED REVENUE1 3,400,000  3,450,000  3,500,000  3,550,000  3,700,000  

LESS: PLANNED EXPENSES 2022-2026
CATEGORY PROJECT 2022 2023 2024 2025 2026 TOTAL
Current Street Maintenance and Major Repair 2,4 1,000,000  1,000,000  1,000,000  1,000,000  1,000,000  5,000,000    
Targeted level increase for Street Maintenance 2,4 -             500,000     500,000     500,000     500,000     2,000,000    

-             -             -             -             -             -               
Debt Service 2007 Storm loan (2028 last year) 29,000       28,000       27,000       27,000       26,000       136,000       

Police/Court Facility Bonds (2039 last year) 508,000     510,000     511,000     507,000     507,000     2,543,000    
2019 Refunding Bonds(2028 last year) 406,000     397,000     389,000     390,000     376,000     1,959,000    

Subtotal Debt Service 942,000     935,000     928,000     924,000     910,000     4,638,000    
-             -             -             -             -             -               

CIP Capital Projects Bainbridge Island Senior Center Renovations 276,000     -             -             -             -             276,000       
Country Club Bulkhead Reconstruction -             525,000     -             -             -             525,000       
Eagle Harbor Drive Phase II 2,000         -             -             -             -             2,000           
Madison Ave Sidewalk Improvements 601,000     -             -             -             -             601,000       
Eagle Harbor Drive Phase I 257,000     5,000         20,000       -             -             282,000       
City Hall Parking Lot Retrofit 111,000     -             -             -             -             111,000       
Sportsman Club/New Brooklyn Intersection 532,000     -             -             -             -             532,000       
Average Support to CIP projects (2023-2026) 3 -             181,000     691,000     711,000     711,000     2,294,000    

Subtotal Capital Projects
1,779,000  711,000     711,000     711,000     711,000     4,623,000    

-             -             -             -             -             -               
Plus: Targeted level in Facility Maintenance Contributions 4 -             500,000     500,000     500,000     500,000     2,000,000    
GRAND TOTAL - REET EXPENSES 3,721,000$ 3,646,000$ 3,639,000$ 3,635,000$ 3,621,000$ 18,261,000$
ESTIMATED ENDING FUND BALANCE 2,179,000  1,983,000  1,844,000  1,759,000  1,839,000  -               

Notes:

1 Revenue can be volatile - Assumed revenue increase of 2% per year

2 Current Streets spending includes maintenance and major road repairs

3 Average Capital Support for years 2017-2021 was $711,000 per year

4 Total maintenance limited to $2 million REET 1 and REEET 2; Remaining $500k per yr for new Facility maintenance fund will come from General fund 
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