COUNCIL DECISION REQUEST

SUBJECT: American Gulch Improvement District

MEETING DATE: 05/17/05 PAYSON GOAL: NEW: EXISTING:

ITEM NO.: TENTATIVE SCHEDULE:
SUBMITTED BY: LaRon Garrett, Town Engineer AMOUNT BUDGETED: 0
SUBMITTAL TO AGENDA EXPENDITURE REQUIRED: 0

APPROVED BY TOWN MANAGER
CONT. FUNDING REQUIRED: 0

A 4

EXHIBITS (If Applicable, To Be Attached): Map of Proposed Improvement District Boundary, Estimated
Assessments

POSSIBLE MOTION
I move to direct staff to prepare a Resolution of Intention to create the American Gulch Improvement District.

SUMMARY OF THE BASIS FOR POSSIBLE MOTION:

A few years ago the Town had a study done to determine what could be done with the American Gulch area between
Green Valley Park and the Sawmill Crossing Shopping Center. The study proposed a park-like concept for the
channel between Westerly Road and Green Valley Park. (The section between Westerly Road and Sawmill Crossing
was already constructed.) At that time it was envisioned that the Town would purchase the properties in this area and
construct the channel with the park amenities. The construction of the channel would control the storm water run off
in the American Gulch and remove several acres of property from the flood plain. The Town would then sell the
property that was removed from the flood plain to private entities for development. This project never materialized.

In the absence of the Town project, several individual property owners in the area have moved forward with planned
developments in that area. The most notable are the proposed expansion of Messinger Payson Funeral Home, the
Payson Humane Society, Dr. Drew Justice and the Chilson Ranch project. There are 15 individual property owners in
this area with land affected at least in part by the flood plain. Staff has been working for some time with the property
owners in the American Gulch area to remove properties from the flood plain so they can proceed with their projects.

The current proposal is for the Town of Payson to form an Improvement District in accordance with ARS Title 48 to
construct these improvements. This will facilitate the construction of the drainage channel between Westerly Road
and Green Valley Park in one project. The main advantages for doing this project as an improvement district is that it
can all be constructed as one project and long term financing (15-20 years) is available with the issuance of
improvement district bonds. The proposed improvements include a drainage channel, a sidewalk one side of the
channel, a jogging/walking path on the other side of the channel, lighting, benches, trash receptacles, and landscaping.
All improvements constructed by an Improvement District must be owned by a public agency.

The proposed boundary of the improvement district includes all properties that are currently affected by the flood
plain. There are four different types of properties that are included: (1) Property that is vacant and planned for
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commercial / multi-family developments to be sold; (2) Property that is vacant and planned for owner-occupied use;
(3) Property that is currently developed within the flood plain; and (4) Property owned by the Town of Payson.

It appears that the four property owners that plan to develop their property for sale and the Town of Payson support
the improvement district. The other 10 property owners that are either currently developed or planned for owner-
occupied uses do not support the improvement district.

The proposed method of assessment is based on the number of square feet of each property to be removed from the
flood plain. There is one adjustment to this method of assessment. The adjustment is for undeveloped property that is
intended for owner-occupied use, rather than for sale. This adjustment is applied to two parcels, the Payson Humane
Society property and the Dr. Drew Justice property. Their assessment is capped at approximately what the cost would
be to elevate their properties above the flood plain prior to building construction. Also, the Town of Payson owns two
parcels in the proposed district that will be assessed the same as the other properties.

The next step to continue on with this project is for the Town Council to pass a Resolution of Intention that will create
the district. After the passage of that Resolution there is a mandatory 15-day protest period. Any property owner
within the proposed district can protest either the district itself, or the extents (boundary) of the district. If any written
protests are filed with the Town Clerk the Council is required to hold a hearing on the protests. If the Town Council
determines that a sufficient number of valid protests have been filed, the district cannot proceed and is considered
dead for at least 6 months. One concern of some of the property owners currently being assessed is that they do not
need this project for their property since their property is already developed. However, the property will still receive
a benefit by being removed from the flood plain.

If there is not a sufficient number of valid protests to stop the district then the Town can move forward with the final
design, FEMA approval, and construction. The Town will be responsible for retaining an engineering firm to act as
the district engineer and provide the design. The Town will also need to retain a bond counsel and financial advisor.
The Town must pay for the cost for these professionals up front and then the Town will be reimbursed from funds
generated from cash payments or the sale of the improvement district bonds.

Currently the estimated cost of the proposed American Gulch Improvement District is $3,250,000. A breakdown of
the proposed maximum cost for each individual property is attached. The four major properties that are planned for
development and the Town of Payson are being assessed approximately $2.8 million and the remaining 10 properties
are being assessed approximately $400,000. Each property owner will have the option of paying part or all of their
assessment up front prior to the sale of the bonds. If they pay up front they eliminate the bonding and interest costs
from the bonds. Any assessments remaining unpaid at the end of the cash collection period will go to bond. The
property owners will be billed twice each year for their bond payment, once in May and once in November. One
payment will be principal plus interest; the other will be interest only. The term of the bond is expected to be 15-20
years. The Town, or any other property owner, may pick up all or a portion of any assessment from another property
if they desire to do so.

Staff recommends that the Council provide direction for staff to proceed with the necessary Resolution of Intention to
move this project forward.

PROS: This will allow for an orderly construction of the drainage improvements between Westerly Road and Green
Valley Park while providing the Town with a park amenity.

CONS: The Improvement District process can place a financial obligation on properties that do not want to accept
the obligation.
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PUBLIC INPUT (if any): Two public meetings have been held with the property owners that are involved in the
potential district.

BOARD/COMMITTEE/COMMISSION ACTIONS/RECOMMENDATIONS (if any) (give dates and attach
minutes): The Green Valley Redevelopment Area Committee voted unanimously to support this project.
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