[image: image1.png]



Metropolitan King County Council

Budget & Fiscal Management Committee

AGENDA ITEM No.:
3
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PROPOSED No.: 

2003-0268

PREPARED BY:  William Nogle

STAFF REPORT

SUBJECT:

Proposed ordinance 2003-0268 would permit the Director of the Department of Executive Services to set parking rates for the County parking lot at 5th Avenue and Jefferson Street.  Unlike other parking facilities, the operation and management of this particular lot is contracted to a private contractor.  Allowing the Director to set parking rates for this lot will, the Executive believes, make the best use of the expert advice of the management company, and will maximize return to the County.  Additionally, the ordinance delineates the study zone for parking surveys for lots other than the downtown lots.
BACKGROUND:

Parking fees at County parking facilities are set in the King County Code (KCC) in Chapter 3.32.  The facilities are in the following areas:

· County automotive center, 5th and Jefferson

· County courthouse, 3rd and James

· County adult detention center, 5th and James

· Open surface lots including the lot located at 5th and Jefferson.

Parking fees were last changed by Ordinance 14262, passed by the King County Council on November 19, 2001, effective January 1, 2002.  Fees are established for daily parking, evening parking, special events, and monthly.  Rates (including those now being proposed for the 5th and Jefferson lot) are as follows:

· Daily:

	
	Current
	Proposed

	1 hour
	$3.00
	$4.00

	1-2 hours
	5.00
	6.00

	2-4 hours
	7.00
	8.00

	4-10 hours
	10.00
	12.00

	Early bird special (weekdays prior to 8:30 a.m.)
	8.00
	9.00

	Special events
	7.00
	7.00

	Evenings after 6 p.m. and all day Saturday, Sunday and legal holidays except during special events
	5.00
	5.00


· Monthly:
	Vehicle parking – reserved
	$160.00

	Vehicle parking – unreserved
	150.00

	Motorcycle parking
	10.00

	Bicycle lockers
	5.00

	Fifth and Jefferson surface lot
	75.00

	Other surface lots
	20.00


The KCC allows the Facilities Management Division of the Department of Executive Services to conduct a survey of the monthly parking rates charged in lots of ten or more spaces within the area bounded by Jackson Street, 6th Avenue, Columbia Street, and 2nd Avenue.  This survey can then be considered by the Council during the annual budget process in order to possibly change the parking fees.  There is nothing in the KCC that prevents the Council from changing parking fees at times other than during the budget process.  However, at least for the last several years, fees have only been changed as part of the budget process.
In October 2001, as part of the transmittal of the 2002 proposed budget, the Executive proposed a change to the KCC that would allow the Executive to establish parking fees administratively rather than fees being established by ordinance.  The BDA Panel recommended that parking fees continue to be established with Council oversight by ordinance.  The Council agreed with the BDA Panel recommendation and approved Ordinance 14262, preserving the current policy of parking fees being set by ordinance.
In June 2002, the Executive entered into a contract with Ampco Parking Systems to manage the lot at 5th and Jefferson.  This contract calls for the contractor to operate the lot, collect all fees, and remit them to the County.  The contractor is responsible for paying all operating and maintenance costs in accordance with an approved budget.  The County reimburses the contractor for all operating expenses.  Expenses are limited to $60,000 annually, unless prior approval is obtained to exceed this amount.
The contractor for these services receives an annual management fee of $4,500 ($375 per month).  In addition, the contractor is entitled to an incentive bonus of 3% of net revenues in excess of $27,000 monthly.  The contract went into effect on July 1, 2002 for an initial term of one year.  The contract automatically extends for up to two additional one year periods unless 60 days notice is served in advance from either party to the other to terminate the contract.  For the period July 1, 2002 through May 31, 2003, the County realized a net income from this lot of $260,933 ($327,698 gross parking fees less $63,190 operating expenses and $3,575 management fee).  Net monthly revenues have not exceeded the $27,000 that would trigger the contractor's incentive fee, with the highest net being $26,884 in April 2003.
On May 12, 2003, the Council enacted Ordinance No. 14639.  This ordinance amended KCC 3.32.090 with regard to the disposition of revenues from parking facilities.  KCC 3.32.090 now provides that forty-four percent of parking revenues go directly to the Children and Family Set-Aside Fund and the remaining fifty-six percent goes to the Current Expense Fund (CX).  CX then reimburses the Facilities Management Internal Service Fund for the costs of operating and maintaining the facilities.  KCC 3.32.090 B. notes that it is the intent of the Council to annually designate a portion of the CX share of the revenues to be used for major maintenance projects at the parking facilities.  Proposed Ordinance 2003-0268 would not change the disposition of parking revenue.
ANALYSIS:

The surface parking lot at 5th and Jefferson is used extensively by the public while doing business at the courthouse, County administration building, Adult Detention Facility and Yesler Building.  The current fee of $3.00 for the first hour and $5.00 for up to two hours is very reasonable for the area.  Information received from the Facilities Management Division indicates that Ampco, the private contractor, believes the rates should be increased, as noted in the table above.  Their position is based on a survey of other lots in the immediate vicinity.

The 5th and Jefferson lot is significantly different from the parking garage and other lots.  The 5th and Jefferson lot caters to the public as well as employees, parking is hourly or daily, and parking is paid for primarily on a cash or check basis.  In the parking garage, parking is on a monthly basis, is almost entirely for employees, and is paid for predominately by payroll deduction.  Due to these differences, the 5th and Jefferson lot poses significant cash handling and internal control responsibilities that are not present at the garage or other parking lots.  In fact, internal control weaknesses at the 5th and Jefferson lot were the subject of an audit finding by the State Auditor in his1998 audit report.  The State Auditor noted:  "For the prior two audits, we have reported significant internal control deficiencies over the operation of the County parking lot at Sixth (sic) and Jefferson.  Although the County has corrected some of the problems, serious weaknesses remain."

For these reasons, the contracting of the management and operation of this lot to a company with extensive parking lot operation experience was a reasonable business decision by the Executive.  In order for the Facilities Management Division to continue to operate this lot and address the State Auditor's concerns, a number of management practices and internal controls would have had to be put in place.
The contractual arrangement with Ampco has been in place for just over one year.  The Executive's Office is very well satisfied with the performance of the contractor to date.
Allowing the Executive to administratively set rates for this lot is a significant departure from current policy.  As previously noted, the Executive requested a change in policy as part of the 2002 proposed budget submission that would have allowed administrative rate setting for all County parking facilities.  The Council rejected that request.  Proposed Ordinance 2003-0268 represents a significant scaling back of this request so that it includes only the 5th and Jefferson lot, a lot that caters primarily to the public.  While it serves the interests of the County to set fees for public parking at rates that provide a source of revenue to the County and a reasonable return on investment, it is also in the interests of the County to provide reasonable parking rates and convenience to citizens who must transact business at the downtown County campus.  This public interest aspect may justify parking rates that are somewhat lower than other rates but that still provide a fair return.  After all, private parking lot owners and operators have a profit motive that King County does not have.

Parking is also a competitive enterprise, unlike most services that King County provides.  As a player in a competitive business, the County is likely best served by operating as closely as possible to the way the private businesses operate.  In the parking business, private operators can respond quickly to the market in their rate setting, either through increases or decreases.  Through a process that is typically only performed annually as part of the County budget, King County is not in a position to react to the market quickly.  In addition, the private contractor has extensive experience and expertise in the parking business.  The contractor is capable of advising the County as to the condition of the market and the setting of rates to respond to the market.  However, with rates being set by the Council annually by ordinance, the County is not taking full advantage of the experience and expertise of the contractor.

If the proposed increase is put into effect, net monthly revenues are expected to increase by about 7%.  A 7% increase over the actual revenues in the eleven months since Ampco took over would have pushed the net revenue to over $27,000 in only two of those months.  This would have generated an incentive fee to Ampco of $104 – not a very significant increase for the contractor.
There is a long history of parking fees being set by ordinance.  A change in policy to allow the Executive to administratively set rates for the 5th and Jefferson lot is a significant step.  The proposed ordinance provides for this change in policy without restriction as to the amount of any fee changes or as to how long this change in policy would be in effect.  This change has been proposed as a "pilot" program.  Presumably, if the results of this pilot program are satisfactory, the Executive may want to expand the program to apply to all parking facilities as was the case in the 2002 proposed budget.

As an alternative to the proposed ordinance being unrestricted as to duration, the Council may want to consider inclusion of an expiration date for the pilot program.  For example, the pilot program could be given a term of two years, from July 1, 2003 to June 30, 2005, at which point the policy would revert back to rates being set by ordinance, unless the Council choose to extend, make permanent, or expand this policy change.
The Council may also want to consider requiring an annual report by the Executive on the operation of this lot.  The report could include gross revenue and expenses, details of capital improvements made or needed, the rate history, and other details.  The striking amendment (Attachment 1) includes both a sunset clause and a reporting requirement.
Staff has been informed that the Executive intends to submit a proposal as part of the 2004 proposed budget to expand the parking program to include fees for parking at the parking garage at the Regional Justice Center and at the Youth Services Center.  Initially, paid parking would be proposed for the public at these locations.  Any implementation of fees for parking at these locations by employees would be subject to negotiation with labor unions.

REASONABLENESS:

Because the 5th and Jefferson lot primarily serves the public and is in direct competition with other parking lots in the immediate vicinity, allowing the Executive to set parking fees for this lot in order to respond timely to the marketplace constitutes a reasonable business decision.  Limiting this change in policy to a test period of two years would also be a reasonable policy decision, providing a long enough period for a fair test and yet preserving the current policy in the event that the County's experience with this pilot program is less than satisfactory.
INVITED:

Steve Call, Director, Office of Management and Budget

Kathy Brown, Division Director, Facilities Management Division

ATTACHMENTS:

1. Striking Amendment S1 to Proposed Ordinance 2003-0268

2. Proposed Ordinance 2003-0268
3. Executive’s Transmittal Letter dated June 3, 2003
4. Map of downtown parking facilities

5. Memos from Ampco System Parking regarding proposed rate changes
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