OFFICE OF THE MAYOR Ray Stephanson
October 26, 2016 Mayor

Council President Murphy, City Council members, City staff and residents of Everett:

Today I am pleased to present to you a proposed balanced budget for 2017. My budget includes important
enhancements to our city’s infrastructure and public amenities, and continues our investments in public safety
and housing aimed at creating long-term solutions for street-level social issues.

Economic development and new housing opportunities .
Our community has much to be proud of as we near the end of 2016, and even more to look forward to in
2017. After years of recession and recovery, we are seeing long-awaited developments gathering steam and
new faces in our commercial cores.

On the housing front, Polygon has begun building single-family homes along the Snohomish River and has
already pre-sold 10 houses. In 2017 the City will begin building the first phase of a new 3-acre park at the
Riverfront, giving residents another place to'enjoy Everett’s beautiful natural surroundings, Polygon is
working diligently to bring world-class retail options to the development, and I look forward to major
announcements in the coming months.

To the west, the Port has reached terms with a housing developer for 254 housing units in Fisherman’s Harbor,
the first phase of Waterfront Place Central, and has selected a preferred developer for a 140-room hotel. They
are hard at work recruiting restaurants and retail business for the district, and expect vertical construction to

begin by late 2017.

Our college district continues to expand and attract new talent. Next fall Washington State University will
open the new home for WSU Everett programs, including mechanical engineering, electrical engineering,
hospitality and business management.

Last week WSU received preliminary accreditation for their medical school, with its inaugural class slated to
enroll next fall. The community-based model means WSU medical students will be able to train with Everett
health care providers like Providence Regional Medical Center and the Everett Clinic.

Everett Community College continues to create pathways for students interested in manufacturing and
technical careers. The college opened new housing for 120 students this fall, and is expanding their Advanced
Manufacturing Training and Education Center.

Also in north Everett, Children’s Hospital will begin construction on a 36,000-square-foot facility at the
Providence campus in 2017, offering specialized care for families from all over the region. '
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In the downtown core, we are now beginning to realize the vibrant, walkable neighborhood we’ve envisioned
for many years. We’ve added 1,000 housing units in the past decade, and we project another 1,000 units to be
added in the next 10 years. Our newest apartment buildings — Aero Apartments and Potala Place —remain
fully occupied.

After a brief slow-down, the 10,000-square-foot Farms & Market at Potala Place is back .on track, with tenant
improvements beginning in January. Choux Choux Bakery opened on the ground floor in September, and
several other tenants are in lease negotiations.

We are thrilled to welcome Funko to Wetmore Avenue and are looking forward to the energy and creativity
they’ll bring to the downtown. Funko is a national leader in toy production, with over $20 million in annual
sales revenue, They will move 150 employees to the new Everett headquarters by January 2017.

The beautiful Marriott Hotel just behind us is set to open within weeks, adding another option for business
travelers and visitors. On the east side of our commercial core, the Holiday Inn is undergoing a complete
renovation that will be completed in early 2017. To the north, the Red Lion Inn has also been completely
remodeled, and will reopen early next year. Having a wide range of hotel options close to downtown is vital
for businesses and the events center, which has brought several major conferences and national events to
Everett this year. :

In southwest Everett, our aerospace, technology and manufacturing cbmpanies continue to propel our
economy forward.

The Boeing Company, which celebrated 100 years this summer, opened the new Composite Wing Center in
June, a $1 billion, 1.3 million-square-foot facility where workers will build carbon-fiber wings for the 777X
jetliner. Everett’s first Fortune 500 company, Fortive, opened for business in July.

And, after far too many years, we will finally see commercial air service beginning at Paine Field next year.
With nearly 200,000 vehicles now traveling on I-5 through Everett every day, I know that our citizens and
workers will be grateful to have an air-travel option close to home.

Financial outlook

All of this development activity and new business in Everett has translated into increased resources for the
City. General government revenues are currently projected to end the year with a total of $131.4 million,
which is $2.8 million over the amended budget.

However, we are keenly aware that increased revenues are not the norm, and as construction stabilizes in the
coming years, we will once again face a structural deficit. The cost of operations continues to rise, and we
must have a more consistently reliable source of revenue in order to maintain the service levels our residents
rely upon. In 2017, we will ask the state legislature to lift the 1 percent limitation on the property tax growth
and establish a rate that adjusts for future inflation.

In the meantime, my proposed 2017 budget uses the revenues from our rebounding economy to replenish our
reserves, prefund financial obligations where possible, and plan for future repair and replacement needs.

Investing in City infrastructure
This year and next, we are focused on improving critical City infrastructure and enhancing the public
amenities that make Everett a place people want to work and live.




This summer we began work on a project that will keep freight and traffic moving between the Port and I-5 by
adding capacity and improving key intersections on Pacific, Rucker and Marine View Drive. The state’s 2015
transportation investment package provided funding for the project, which will wrap up next spring.

Next year we will add new sidewalks and pedestrian-friendly features to improve the streetscape on Hoyt
Avenue between Wall and Pacific and on Rucker Avenue between Pacific and Everett Avenue. More than half
of the project funding comes from grants.

We continue to make progress on our efforts to separate stormwater flows from the combined sewer system in
north Everett, and will begin several more separation projects next year. In 2017 we will begin design work for
a new water reservoir to replace the deteriorating Reservoir 2 on Rucker Hill, which is 105 years old. The
replacement work will begin in 2018.

The 7.5-mile Tulalip Water Pipeline, a joint project between the City and the Tulalip Tribes, is nearly
complete, and by the end of the year the Tulalip Reservation will begin receiving water from the Everett water
system. The new pipeline can carry up to 36 million gallons of water a day, providing a reliable, long-term
water supply for the Tribe.

Our parks department completed several major projects this year, including replacing two 15-year-old soccer
fields at Kasch Park with new multipurpose sports fields. The $2.9 million project was partially funded by
grants from the Washington Recreation and Conservation Office. :

In north Everett, neighbors helped celebrate the renovation of Senator Henry M. Jackson Park this spring, a
project that revitalized the west side of the park with a new play area, community garden, restrooms, picnic
shelters, walking paths, and more. The $2.5 million project was partially funded by a Community
Development Block Grant and grants from the Washington Recreation and Conservation Office.

In the coming year we will begin construction on the Grand Avenue Park pedestrian bridge and stormwater
pipeline project. The new bridge will connect the Grand Avenue Park bluff with our beautiful waterfront,
while also replacing deteriorated underground pipelines.

Finally, with the Council’s approval, we will begin construction on the expansion of the south Everett library
branch in 2017. This long-overdue project will add 5,000 square feet to the branch, including new spaces for
meeting, studying and children’s activities, more restrooms and more computers.

Facing the challenges of homelessness

In 2017 we will continue to build on our early successes in finding new, more effective approaches to
alleviating homelessness, mental illness and addiction on our streets. Thanks to the dedication of our first
responders, City staff and community partaers, we have already delivered on many of the goals we outlined in
fall 2015.

In July I appointed Hil Kaman to lead the City’s ongoing efforts through a newly created Director of Public
Health and Safety position. Everett Police has established a dedicated Community Outreach and Enforcement
Team, which includes two embedded social workers. The unit is connecting those on the streets with treatment
and services, including through an innovative partnership with the national Police Assisted Addiction
Recovery Initiative.

We’ve had a very positive response to our work crew program, which began in April. We are now expanding
the program to allow for referrals from the Everett Municipal Court and officers throughout the city.




This summer the City Council approved the selection of Catholic Housing Services to build and operate a 70-
unit permanent supportive housing building in Everett. The developer will begin the permitting process in
November, with construction expected to begin in fall 2017. Providence Regional Medical Center and
Snohomish County have committed to providing funding for around-the-clock residential support services at
the facility, and my proposed 2017 budget includes $200,000 for the City’s match.

Charting a course for the future

Everett’s population now tops 108,000, and by 2035, the Puget Sound Regional Council estimates that number
will grow by an additional 60,000 people. That growth will bring challenges, including increased traffic and a
greater need for housing at all price points, as well as opportunities to strategically reinvest in our city. As City
leaders, we must set a course that is responsible, thoughtful and remains true to the values we hold as a
community.

The downtown and Everett Station area are projected to accommodate most of our future population growth,
and our planning department is leading an effort to develop strategies and incentives to guide development in
those areas. The Metro Everett plan will come before the planning commission and Council for approval next

SUmimer.

In January, a group of community volunteers will come together to update the Vision 2025 report that was
initially developed in 2005. The committee will review goals that have already been achieved, identify what
remains to be done, and establish new action strategies that the City could pursue.

In November I will begin my 14™ year as Everett’s mayor. While we continue to face new issues that
challenge us to respond in different and more efficient ways, I have never been more optimistic about what
I’m seeing in our community. I believe Everett has unlimited potential, and I look forward to what we will
accomplish together over the coming year.

In closing, I want to acknowledge our City employees, who provide a high level of service and care to our
community on a daily basis. It is an honor to work alongside them.

I would also like to thank the City Council for your continuing commitment to Everett and the future of our
region.

Sincerely,




