. ‘ ‘ Office of the

THE CITY OF Mayor‘

WATERTOWN

Memo

To: Common Council

Cc: Mark Stevens, Finance Director, Chiéf Teesch
From: Mayor McFarland

Date: November 16, 2023

Re: Fire Station Committee of the Whole

Dear Council Members,

Since our last discussion regarding the station, we have taken in your thoughts and concerns and
worked with Baird to prepare new financing scenarios. Attached to this memo is a version from 11/8
which readjusts our principal payments and lowers the debt mill rate.

Additionally, | was asked by an Alder to prepare a distilled down version of the funding scenarios;
attached is a summary of the current two funding scenarios and their associated options. The
summary also contains the main themes that emerged from the discussion at council.

Should you need any other information prior to our Committee of the Whole meeting on Tuesday at
6:15, please reach out via email or phone.

| continue to thank you all for your careful consideration of this important public safety project.
Although this topic is complex, we ultimately have consensus that a new station is needed, and I'm
confident we will find the path there.

Thank you,

Emily
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October 18™ Version

Amount Total Borrowed Over Life | Impact to the Debt Mill Rate
of the Debt

1a S12.5M S21.5M Increase of .01 per $1000 in value for 1
year

1b $13.5M $23.2M Increase of .01 per $1000 in value for 2
years

1 S14M $24M Increase of .01 per $1000 in value for 2
years

November 8th Version

Amount Total Borrowed Over Impact to the Debt Mill Rate
Life of the Debt
2a $13.5M $23.2M Reduction of .01 in 2024, 2025 and
continues to reduce each year
2b $14M S24M Reduction of .01 in 2024, stays the same
for 2024-2026, and continues to reduce
each year

All the footnotes in Baird’s charts still apply to these scenarios (ex: hypothetical bid premiumes, interest rates, future borrowings and
equalized value growth)

Notes
e Hearing concern around an increase in the dollar value of the project and the impact to the taxpayer, we
pursued the November 8™ presentation
o The November 8" version is a result of letting go of the “.01 increase per $1K of value,” and
restructuring principal payments
o The debt levy impact for the taxpayer is reduced with the November 8™ proposal

e Hearing concern around the project growing to whatever number is borrowed, this Note Anticipation
Note (NAN) is similar to a construction loan, we're getting a temporary loan to initiate construction, we
will build only what alternates are approved by the Finance Committee, and at the end of construction
we will get a longer term debt, and prepay anything that was not needed/approved.

e There has been consensus that we need a new station. There has been substantial effort by the project
team to evaluate our needs in the station and build that station. That station, because of market
conditions, costs more today than it did in 2022 when the Five Bugles study was completed. Hearing
concern around the project increasing prior to its commencement, and concern for unknowns,



o The project budget currently has $990K for contingency/unknowns; this is higher than most
because of site build; once the project is “out of the ground” we’ll know our ability to narrow
that amount

" There is an allocation for soils as well included in the construction budget
o Below is page 31 from the study; please note the cost estimates and disclaimers to consider

New Facility Probable Costs

Probable cost for this work is developed using square foot costs. The range is established using costs
from Engineering New Record (a national construction cost source) and Five Bugles Designs historical
cost data base. Once a particular site, floor plan option and building material expectation are
established, a final established budget should be incorporated before moving forward. It should be
noted that with the various options; base plans, alternate plans, unknown site conditions, material
costs, inflation, potential demolition costs, etc., estimates will fluctuate. Full estimates are included in

the appendix.
Table 5-1: Concept 1, 3, & 4
Estimated Costs
Cost of Construction $10,745,925
Other Costs (FF&E, Technology, $3,048,104
Contingencies, Fees and Legal)
Total $13,794,029
Table 5 -2: Concept 2
Estimated Costs
Cost of Construction $10,127,475
Other Costs (FF&E, Technology, $2,912,045
Contingencies, Fees and Legal)
Total $13,039,620
Notes:

1. Does not include site acquisition costs.

2. Due to the plans being on a conceptual level at this point, with many open-ended questions, it
is important to note that the estimate includes 103 of contingency for each option. When it is
decided to move forward, estimates will be refined at the schematic level and a final budget
vill be set.

3. Estimates of probable cost are based on a 2022 construction costs. Inflationary costs should
be added for each year the project is delayed beyoend that.

4. Geotechnical surveys were not taken at this time. Additional costs may be associated with
possible soil corrections. It is recommended that geotechnical surveys are completed before
moving forward with a specific site.

o History of the $12.5M; Five Buggles gave city amounts above and cautioned that typically costs go down for
construction because their exercise is more conceptual
o While square footage and other value engineering items have occurred, those benefits haven’t been
as readily felt as inflationary pressures impacted the construction industry substantially; 45% in our
area according to Maas



Contemplation
If Borrow: 12,500,000 13,500,000 14,000,000 14,500,000

Financing & 2024 interest costs 691,163 691,163 746,288 773,850 801,413
Contingency: 8% Construction 990,153 Exclusions:

Storage Building (350,000) (350,000) (350,000) (350,000)
Total Estimated Cost 15,368,022 15,018,022 15,073,147 15,128,272 15,183,397

Funding Sources

2022 Fire Supplies [01-52-31-18] 5,500

2023 Debt 600,000

2024 Note Anticipation Note 13,165,000 13,165,000 14,215,000 14,740,000 15,265,000

2024 Fiber Fund [25-58-25-60] 10,000

Borrowed funds interest earnings: 4% 250,000 250,000 270,000 280,000 290,000
Total Funding Sources 14,030,500 14,030,500 15,100,500 15,635,500 16,170,500
Shortfall (1,337,522) (987,522) 27,353 507,228 987,103

e The borrowing amount that permits the station to be built and allows for alternates (such as training
tower) to be contemplated by the finance committee is option 2b, $14M.
o This option still lowers the debt levy for taxpayers
o This option allows prepayment, and the Finance Committee is the check and balance on
alternates

Action Item

e The 2024 budget will need an amendment made in order to build the station
e Potential motion:

Motion to increase the budget for the Note Anticipation Note to 514,740,000 (514 million project
fund).

Account # Account Curr Bdgt New Bdgt

05-48-20-20 Borrowing 12,500,000 14,000,000

05-52-31-70 Fire Cap Exp 8,125,000 9,100,000 (65% completion)



