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Metropolitan King County Council

Budget and Fiscal Management Committee

STAFF REPORT

	AGENDA ITEM:
	9
	
	PREPARED BY:
	William Nogle

	ORDINANCE No.:
	2004-0145
	
	DATE:
	April 21, 2004


SUBJECT:  This Proposed Ordinance would disappropriate $11,210,000 from the Roads 2004 Capital Improvement Program (CIP) Budget and appropriate $257,000 in the Road Fund and an offsetting disappropriation of $257,000 to the Roads Construction Transfer budget.  This disappropriation is necessary to recognize the reduction in the CIP as the result of the Supreme Court’s decision in late 2003 upholding the constitutionality of Initiative 776.
SUMMARY: 
The Council adopted as part of the 2004 Budget (Ordinance 14797) the Roads Capital Improvement Program in the amount of $49,067,000.  This program was to be funded by a transfer from the Roads Operating Fund in the amount of $29,788,813 plus other revenues (State and federal grants, growth mitigation payments, interest, sale of land, bond proceeds, etc.).  Table 1 summarizes the Roads related 2004 budgets, including the impact that this Proposed Ordinance would have.
Table 1 – Roads Related Budgets – Adopted Compared to Proposed
	Fund
	2004 Adopted Budget
	Proposed Change (Pro. Ord. 2004-0145)
	Revised 2004 Budget

	Road Fund
	$63,955,707
	$257,000
	$64,212,707

	Roads Construction Transfer
	29,788,813
	(257,000)
	29,531,813

	Roads Capital Improvement Program
	49,067,000
	(11,210,000)
	37,857,000

	Total Roads Programs
	$142,811,520
	$(11,210,000)
	$131,601,520


The Council also adopted as part of the 2004 budget process the 6-Year Roads Transportation Improvement Program in the total amount of $364,169,000.
BACKGROUND: 
In November 2002, the voters of the State of Washington approved Initiative 776.  Under the terms of this initiative, motor vehicle license fees would become a flat $30.  King County since 1990 had levied the local option vehicle license fee (VLF) as permitted by RCW 82.80.020.  This was an add-on fee of $15 for each license issued and was restricted to use for transportation purposes.  This fee would be eliminated by I-776.  Initiative 776 was challenged on constitutional grounds in King County Superior Court.  In February 2003, the King County Superior Court ruled that I-776 was unconstitutional on the grounds that it embraced more than one subject.  The State Supreme Court, however, disagreed with the King County Superior Court and overturned the ruling in November 2003.
The Supreme Court ruling came just as King County was preparing to finalize the 2004 budget.  The Executive did not feel that there was sufficient time to recast the 2004 Roads CIP or the 6-Year Roads CIP for inclusion in the adopted 2004 budget.  The Council agreed.  At the suggestion of the Budget Office, the Roads CIP was modified by the Council to include a “contra” (or negative) appropriation of $9.6 million in 2004 and $4.8 million per year in the out-years of the 6-year plan (2005-2009) – a total of $33.6 million.  The Council included the following proviso in the budget:
The 2004-2009 Roads CIP is subject to a spending plan contra of $9.6 million in 2004 and $4.8 million in each of the remaining five years of the 2004-2009 program to reflect the loss of vehicle licensing fee revenues and the additional loss of associated federal and state grants.  The council recognizes it is necessary to avoid losing a construction season if at all possible and to also exercise due diligence in resizing the CIP to assure projects going to construction in 2004 are adequately budgeted.  Therefore, the executive should prepare and submit to the council by February 15, 2004, a revised 2004-2009 Roads CIP, including any proposed changes to the 2003 Roads CIP.  Identified safety and infrastructure deficiencies as well as compliance with the county’s growth management goals will be high priorities of the revised 2004-2009 CIP.

On March 15, 2004 the Executive transmitted the Proposed Ordinance and a revised 6-Year Roads CIP.  Attachment 1 to this staff report is the Proposed Ordinance, including Attachment I to the ordinance that is a summary of the proposed changes.  Attachment 2 to this staff report is the Executive’s Transmittal Letter.
Table 2 below is a summary comparison of the adopted 6-Year Road CIP to the Proposed 6-Year CIP.

Table 2 – Summary Comparison of Adopted 6-Year Roads CIP to Proposed

	Budget
	2004
	2005
	2006
	2007
	2008
	2009
	Totals

	Adopted
	$49,067
	$92,238
	$46,924
	$60,646
	$73,396
	$41,898
	$364,169

	Proposed
	37,857
	65,890
	43,798
	59,790
	43,750
	35,088
	286,173

	Decrease
	11,210
	26,348
	3,126
	856
	29,646
	6,810
	77,996


In thousands (000)
Regional Partnership Strategy

The adopted 2000-2005 Roads 6-Year CIP was based on a strategy developed by the County Executive to accelerate needed major road capacity projects, primarily in urban unincorporated areas.  This strategy was to leverage the vehicle license fee (VLF) by issuing a total of $120 million of County bonds in three $40 million installments each in the years 2002, 2004, and 2006.  The VLF would be used as the source of the annual debt service payments on these bonds.  This strategy would enable the County to build these capacity projects much sooner than would be possible on a pay-as-you-go basis.
The County embarked on this strategy with the issuance of the first installment of bonds in 2002 in the principal amount of $38.34 million.  These bonds will mature in 2016.  The debt service on these bonds amounts to approximately $3.7 million annually.  The Executive’s proposed budget for 2004 included the issuance of the second installment of $40 million.
The proceeds of the first bond issue in 2002 enabled the County to complete the North SPAR, Northeast 124th Street and South 277th Street road capacity projects.  The Executive has noted that this acceleration program had a number of benefits:
· Meeting the County’s Growth Management Act goals by continuing to accommodate a reasonable rate of planned growth in unincorporated King County

· Providing traffic congestion relief much sooner than would otherwise be possible under pay-as-you-go

· Saving money by acquiring right-of-way for projects that will likely cost more in the future due to the faster rate of inflation being experienced in the County on land values.

· Being able to attract more federal and State grant dollars by using the bond proceeds as the necessary match.

Reshaping the 2004 and 6-Year Roads CIP
The Executive in his transmittal letter has noted that the County needs “to focus on the basic transportation responsibilities of King County government and to reconcile those obligations and policy goals with the amount and type of funding available ...”  The County has responsibility for maintaining and improving roads in the unincorporated areas of the County.  The transmittal letter goes on to say:  “It has been, and continues to be, the County’s policy to consider safety and infrastructure preservation/modernization projects as the highest priorities for funding.”  Based on this broad policy direction, the Executive has concluded that the most responsible reaction to the loss of the VLF is to defer major work on all road capacity projects that are not already under construction.  Under the regional partnership strategy discussed above, capacity projects that were within the twenty-year roads Transportation Needs Report (TNR) but not within the 6-Year CIP were accelerated into the 6-Year plan via leveraging of the VLF (issuing long-term bonds).  Now that the VLF is gone, the Executive appears to be reverting to the pay-as-you-go strategy for capacity projects that existed before the regional partnership strategy was adopted.
ANALYSIS:
Refunds of 2003 VLF

When voters approved I-776 in November 2002, the County, knowing that it would challenge the constitutionality of the initiative in court, decided to have the State hold the collections of the VLF.  These fees must now be refunded to the taxpayers.  The Executive has estimated that it will cost approximately $2 million to have the State process the refunds.  The Proposed Ordinance provides for this expense by inclusion of $2 million in CIP project RDCW14 Project Formulation.
Capacity Projects Deferred

Following is a project-by-project analysis of fifteen road capacity projects that the Executive proposes to defer.
100397 Woodinville-Duvall Rd (District 3)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	0
	0
	0
	0
	$2,352,000
	$1,689,000
	$4,041,000

	Council Adopted
	0
	0
	2,352,000
	1,689,000
	2,352,000
	1,689,000
	8,082,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	2,352,000
	1,689,000
	4,041,000


This project, estimated at $4,041,000 over six years, was for scoping and environmental studies to potentially widen an existing 2-lane principal arterial.  The Executive Proposed Budget included no funding for 2004 but the 6-Year Plan included $2.352 million in 2008 and $1.689 million in 2009.  The construction of this project was beyond the 6-Year CIP.
In the adopted budget, the Council sought to accelerate this project by including funding in 2006 and 2007 in addition to the Executive’s proposed 2008-09 funding.

Under the proposed new 6-Year Plan, this project would be deferred beyond 2009.  Since this project was not earmarked for funding until 2008, there are no funds available for reprogramming.  Of the total cost, $2 million was to come from mitigation payments.
100498 Juanita-Woodinville Way Phase II (District 1)

	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$(569,000)
	0
	0
	0
	0
	$676,000
	$107,000

	Council Adopted
	(569,000)
	0
	0
	0
	0
	676,000
	107,000

	Pro Ord 2004-0145
	(569,000)
	0
	0
	0
	0
	0
	(569,000)


This project would provide for the widening of Juanita-Woodinville Way from NE 145th Street to 112th Avenue NE, including curbs, gutters, sidewalks, street lights, and a traffic signal.
The Executive’s Proposed 2004 budget included a $569,000 disappropriation (reprogramming) for this project.  Construction on this project was beyond the 6-Year CIP.  Funding of $676,000 was included in 2009.  No changes were made by the Council in the adopted budget.
Under the proposed new 6-Year Plan, this project would be deferred beyond 2009.  The $569,000 disappropriation in 2004 would remain and the projected $676,000 of funding in 2009 would be deleted from the 6-Year Plan.

100799 Woodinville-Duvall Rd at Avondale Rd NE (District 3)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$2,025,000
	$5,277,000
	0
	0
	0
	0
	$7,302,000

	Council Adopted
	2,025,000
	5,277,000
	0
	0
	0
	0
	7,302,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	723,000
	723,000


Construction of this project was programmed for 2005 under the Executive’s proposed 2004 budget and 6-Year plan.  The proposed appropriation for 2004 was $2,025,000 with an additional $5.277 million programmed for 2005.  The project consisted of widening the intersection of Woodinville-Duvall Road and Avondale Road NE to provide for additional turn lanes, signal improvements, street lights, curbs, gutters, sidewalks, bike lanes and landscaping.  The project would also include installation of a flashing signal at the Woodinville Library.  No changes were made by the Council in the adopted budget.
The funding for this project included $5.25 million from the issuance of bonds.  The Executive proposes to delay construction to beyond 2009.  The proposed ordinance would allocate $723,000 to 2009 to complete the design work and right-of-way acquisition.

100992 Novelty Hill Rd (District 3)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$724,000
	$750,000
	$5,952,000
	$1,664,000
	$27,875,000
	$3,662,000
	$40,627,000

	Council Adopted
	724,000
	750,000
	5,952,000
	1,664,000
	27,875,000
	3,662,000
	40,627,000

	Pro Ord 2004-0145
	724,000
	750,000
	0
	0
	0
	0
	1,474,000


This is a widening project of Novelty Hill Road from the Redmond city limits to Redmond Ridge Urban Planned Development.  The 2004 appropriation and the 2005 allocation would fund preliminary engineering and environmental/geotechnical investigation for the environmental impact statement.  Construction would start in 2006 and be completed in 2009.  The adopted budget/6-Year Plan was the same as the Executive’s proposal.
Funding for this project was estimated to come from grants ($5 million), mitigation payments ($7 million), bonds ($21.4 million), and the balance from the Road Fund (about $7 million).  The Council adopted the budget for this project as submitted by the Executive.
The proposed ordinance would defer construction to after 2009 but would leave the 2004 and 2005 allocations in place in order to complete the environmental impact statement (EIS).  About $650 thousand is being carried over from 2003 and prior.
101088 NE 132nd St/NE 128th St (District 3)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$5,870,000
	0
	0
	0
	0
	0
	$5,870,000

	Council Adopted
	5,870,000
	0
	0
	0
	0
	0
	5,870,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This project would widen NE 128th to improve right-turn lanes and add a shoulder.  Also, Avondale Road would be widened to add right-turn lanes and modify signals at NE 132nd and NE 128th.  132nd would be widened as well to 3 or 4 lanes, shoulders would be added, and the Cottage Lake Creek bridges would be replaced.  Additional improvements under this project would include realignment of the intersection of Bear Creek Road/NE 132nd /NE 133rd and a new signal at Bear Creek Road.  Design work and right-of-way acquisition was to be completed in 2003 with construction to take place and be completed in 2004.  The adopted budget was the same as the Executive’s proposed budget.
Under the proposed ordinance, construction of this project would be deferred until after 2009.  Design and right-of-way acquisition would be completed in 2004 using carryover funds.
101289 SPAR – North Link (District 12)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$(1,000,000)
	0
	0
	0
	0
	0
	$(1,000,000)

	Council Adopted
	(1,000,000)
	0
	0
	0
	0
	0
	(1,000,000)

	Pro Ord 2004-0145
	1,410,000
	0
	0
	0
	0
	0
	1,410,000


This project involved construction of a new road linking the Sammamish Plateau Access Road to Issaquah-Fall City Road in the vicinity of Issaquah-Fall City Road and Issaquah-Pine Lake Road.
The Executive proposed to disappropriate $1 million from this project in 2004.  The Council adopted that plan.  In the proposed ordinance, rather than disappropriate $1 million, the Executive proposes to add funding of $1,410,000.  This will pay for the completion of this project so that it can be closed out.

101591 Avondale Rd Phase II (District 3)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	0
	$1,952,000
	0
	0
	0
	0
	$1,952,000

	Council Adopted
	0
	1,952,000
	0
	0
	0
	0
	1,952,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This project is to:  Phase I: widen Avondale from NE 155th to NE 165th from 2 lanes to 3 lanes with a continuous left-turn lane, shoulders and walkways on both sides.  Phase II:  Widen Avondale from NE165th to NE 168th.  The adopted budget made no changes. 
Under the proposed ordinance, this project will be deferred until after 2009.  However, an interim safety project at 159th (under new project number 101592) would be implemented with a budget for 2004 of $452,000.  Staff needs to clarify the amount being carried over and reconcile this with the proposed $452,000 2004 budget and the estimated cost of the safety project.
200891 Coal Creek Parkway (District 6)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	0
	$665,000
	$3,433,000
	0
	0
	0
	$4,098,000

	Council Adopted
	0
	665,000
	3,433,000
	0
	0
	0
	4,098,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


CIP 200891 involves construction of improvements on Coal Creek Parkway from the Renton city limits to the Newcastle city limits, included widening to four lanes with turn pockets and pedestrian facilities.  The project also includes drainage, water quality and mitigation facilities.  There are interlocal agreements with both the City of Newcastle and the City of Renton with regard to this project.
The Executive’s proposed budget and 6-Year Plan funded this project at $665,000 in 2005 and $3,344,000 in 2006.  No changes were made in the adopted budget.  The proposed ordinance would defer this project to after 2009.

Of the $1.8 million being carried over from 2003 and prior, $1 million will go to the City of Newcastle and $600,000 will go to Renton.  It appears that the Executive intends for these payments to fulfill the County’s obligations under the interlocal agreements, not including construction.

201300 SE Issaquah Bypass Rd (District 12)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	0
	0
	0
	0
	0
	0
	0

	Council Adopted
	0
	0
	0
	0
	0
	0
	0

	Pro Ord 2004-0145
	$(2,000,000)
	0
	0
	0
	0
	0
	$(2,000,000)


This project involves construction of a 2.4 kilometer new north/south arterial roadway between Interstate 90 and Main Street in Issaquah.  There is an agreement between the County and the City of Issaquah.  Issaquah is the lead agency and obtained a State Transportation Improvement Board grant for the project.  Under the agreement, the Issaquah City Council was to decide by July 1, 2004 whether or not to go ahead with the project.  The project is in four phases.  King County’s commitment was $4 million total with $2 million for phases I thru III and $2 million for phase IV.  The agreement termination clause allows for either party to terminate with 30 days notice if expected or actual funding is withdrawn, reduced or limited in any way prior to completion of the project.
The proposed ordinance would disappropriate $2 million from this project.  Our analysis indicates that $4 million was budgeted for this project in 2000.  Much of the first $2 million has been spent.  The Executive proposes to disappropriate the remaining $2 million because it appears construction is not going to be undertaken within the timeframe of the 6-year CIP.  The County does not intend to terminate the interlocal agreement in any way.  However, the remaining $2 million will have to be reappropriated in 2010 or later.
201597 Issaquah-Fall City Rd Phase III (District 12)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$(1,100,000)
	$1,100,000
	0
	$1,561,000
	$385,000
	0
	$1,946,000

	Council Adopted
	1,100,000
	0
	0
	1,561,000
	385,000
	0
	3,046,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This is a project to widen Issaquah-Fall City Road from SE 48th Street to Klahanie Drive, complete with curbs, gutters, sidewalks, bike lane, shoulder, drainage and water quality mitigation, street lighting, landscaping and wetland buffer, traffic signal modification and bridge.
The Executive proposed originally to disappropriate $1.1 million from this project in 2004 and reprogram $1.1 million to 2005, in effect delaying the project by one year.  The Council adopted budget restored the $1.1 million to 2004.

Under the proposed ordinance, design work on this project would be deferred to after 2009.

201896 150th Ave SE (District 6)

	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$(780,000)
	0
	0
	0
	0
	0
	$(780,000)

	Council Adopted
	780,0000
	740,000
	0
	0
	0
	0
	1,520,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This project was designed to widen 150th Ave SE between 36th Ave SE and 38th Ave SE to seven lanes.  Also, a sidewalk would be added between 38th Ave SE and Newport Way.  The City of Bellevue is acting as the lead agency.
The Executive in his original proposal wanted to disappropriate $780,000 from this project, noting that it was being cancelled.  However, the Council in the adopted budget restored $780,000 of funding in 2004 and $740,000 in 2005.  Under the new proposal, this project would not have any funding in 2004-2009.  Staff is reviewing the details of this project with Executive staff.
400197 140th Ave SE at Petrovitsky Rd (Districts 6 and 9)

	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$735,000
	$8,998,000
	0
	0
	0
	0
	$9,733,000

	Council Adopted
	735,000
	8,998,000
	0
	0
	0
	0
	9,733,000

	Pro Ord 2004-0145
	0
	0
	0
	574,000
	226,000
	0
	800,000


This project would improve the intersection of 140th Ave SE and SE Petrovitsky Road to provide dual left-turn lanes and a right turn for each leg of the intersection.  Bike lanes, street lighting, drainage, curbs, gutters, and sidewalks would also be added.
The Executive proposes to defer construction and right-of-way acquisition to after 2009.  Design work would be completed in 2008.
400698 Benson Rd SE (SR-515) at Carr Rd (Districts 5 and 6)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$7,074,000
	$9,149,000
	0
	$0
	0
	0
	$16,223,000

	Council Adopted
	7,074,000
	9,149,000
	0
	0
	0
	0
	16,223,000

	Pro Ord 2004-0145
	0
	0
	0
	270,000
	0
	0
	270,000


This project consists of preparation of a design report to determine the improvements needed for this intersection.  Once the preferred alternative is selected, funding would pay for plan and specifications.  Construction would then include widening of the intersection, installation of a bike lane, and modification of storm drainage, street lighting, and signals.  No changes were made by the Council.
Proposed Ordinance 2004-0145 would delete the 2004 funding.  Carryover funding would allow for continuation of design work that would be completed in 2007.  Construction and right-of-way acquisition would be deferred until after 2009.
400898 Carr Road (District 5)

	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$2,598,000
	0
	0
	0
	0
	0
	$2,598,000

	Council Adopted
	2,598,000
	0
	0
	0
	0
	0
	2,598,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This project consists of preparation of a design memorandum and a final design report, including an environmental impact statement.

The Executive proposes to defer construction on this project until after 2009.  However, carryover funding would be used to complete the design memorandum and design report.

401904 456th/Warner Ave (District 9)

	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	0
	0
	0
	0
	0
	0
	0

	Council Adopted
	$300,000
	0
	0
	0
	0
	0
	$300,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This project was added by the Council in the adopted budget with funding of $300,000 in 2004.  The proposed ordinance would delete this funding.
Summary of Changes to Capacity Projects
The following table summarizes the changes between the adopted 2004 budget and 6-Year CIP and the Executive’s proposal as it relates to these capacity projects.
Table 3 – Summary of Changes to Capacity Projects
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Council Adopted
	$19,537
	$27,531
	$11,737
	$3,353
	$31,788
	$6,412
	$100,358

	Pro Ord 2004-0145
	-(1,535)
	750
	0
	844
	2,578
	2,412
	5,049

	Decrease
	(21,072)
	(26,781)
	(11,737)
	(2,509)
	(29,210)
	(4,000)
	-(95,309)


In thousands (000)
As can be seen from the above table, over $94 million of previously planned capacity project expenditures will be delayed under the Executive’s proposal over the six years, including over $21 million in 2004.
Expenditure Restriction Response
In addition to the proviso noted above, the 2004 budget included the following expenditure restriction:
Of the funds in Attachment C to this ordinance, the 2004 appropriation for each of the following projects may only be expended on that project, unless funds are reallocated pursuant to K.C.C. 4.04.270:

CIP Number
Project Name

100103
NE 124th St Road Raising Project

100303 
Goat Hill Access and Safety

200804 
Newport Way Sidewalks

201101
NE 124th St at W. Snoqualmie Valley

201597
Issaquah-Fall City Road Phase III

201896
150th Ave SE

300104
Green River Bridge #3216

300599
Des Moines Memorial Drive

300802
West Hill/Renton Ave S

301204
S 296th at 51st Ave SE

301304
SE 320th St at 124th Ave SE

401104 
SE 128th St at 196th Ave SE

XXXXX
Finn Hill Transportation Access

XXXXX
456th/Warner Ave.
Within the following countywide projects, the amounts listed below may only be expended on these subprojects, unless funds are reallocated pursuant to K.C.C. 4.04.270:

RDCW 03 Corridor Studies
$50,000 may only be spent on the SR 169 corridor study

RDCW 17 Agreement with
   Other Agencies
$50,000 may only be spent on C54103, Burke-Gilman/Kenmore

RDCW 28  Non-Motorized
$100,000 may only be spent on CC5772, SE 304th St, 

$2,000 may only be spent on CC5703, SE 310 St at 116A SE-124A SE, and

$150,000 may only be spent on 124th 
Ave. Southeast at SE 202nd Place – SE 208th Street

The council expects that the revised CIP submitted by February 15, 2004, shall retain the funds for these projects and subprojects.
Proposed Changes
No changes from the adopted CIP are proposed by the Executive in Proposed Ordinance 2004-0145 for the following projects:
	Project Number
	Description
	2004 Appropriation

	100103
	NE 124th St Road Raising Project
	$50,000

	1003031
	Goat Hill Access and Safety
	66,000

	101704
	Finn Hill Transportation Access
	46,000

	300104
	Green River Bridge #3216
	37,000

	300599
	Des Moines Memorial Drive
	2,151,000

	301204
	S 296th at 51st Ave SE
	129,000

	301304
	SE 320th St at 124th Ave SE
	129,000

	401104
	SE 128th St at 196th Ave SE
	207,000



1 Project number is now 100299
However, there are proposed funding changes to the other projects listed in the expenditure restriction.  Following is an analysis of each of the changes by project.
200804 Newport Way Sidewalks (District 6)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$(520,000)
	$1,600,000
	0
	0
	0
	0
	$1,080,0000

	Council Adopted
	520,000
	560,000
	0
	0
	0
	0
	1,080,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This is a project to add sidewalks on Newport Way from the Bellevue city limits to the Newport Way Library.  The Executive proposed a disappropriation of $520,000 in 2004 and an appropriation for construction in 2005 of $1.6 million.  In the adopted budget, the Council moved funding for this project up to 2004-05.  Under Proposed Ordinance 2004-0145, funding for this project would be eliminated in the 6-year CIP.
201101 NE 124th at W. Snoqualmie Valley (District 3)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	0
	$1,378,000
	0
	0
	0
	0
	$1,378,000

	Council Adopted
	$1,378,000
	0
	0
	0
	0
	0
	1,378,000

	Pro Ord 2004-0145
	0
	0
	$1,581,000
	0
	0
	0
	1,581,000


This is a project to construct a right turn pocket and modify existing signalization at this intersection.  The Executive originally proposed this project for funding in 2005.  The Council moved the funding up to 2004.  Under Proposed Ordinance 2004-0145, this project would be delayed until 2006 at a higher cost.
201597 Issaquah-Fall City Rd – Phase III (District 12)

	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	$(1,100,000)
	$1,100,0000
	0
	0
	$1,561,000
	$385,000
	$1,946,000

	Council Adopted
	1,100,000
	0
	0
	0
	1,561,000
	385,000
	3,046,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This is a capacity project.  See the analysis above.

201896 150th Ave SE (District 6)

	
	2004
	2005
	2006
	2007`
	2008
	2009
	Total

	Executive Proposed
	$(780,000)
	0
	0
	0
	0
	0
	$(780,000)

	Council Adopted
	780,000
	0
	0
	0
	0
	0
	780,000

	Pro Ord 2004-0145
	0
	0
	0
	0
	0
	0
	0


This is a capacity project.  See the analysis above.
300802 West Hill/Renton Ave S (District 5)

(Project number changed to 300803)
	
	2004
	2005
	2006
	2007
	2008
	2009
	Total

	Executive Proposed
	0
	0
	0
	0
	0
	0
	0

	Council Adopted
	$1,250,000
	0
	0
	0
	0
	0
	$1,250,000

	Pro Ord 2004-0145
	
	0
	0
	0
	0
	0
	0


Need description.

Reallocation of Capacity Project Funding

In summary, the $21.072 million of capacity project funding for 2004 is being reallocated by the Executive as follows:

Table 4 – Summary of Reallocation of 2004 Capacity Project Funding

	Decrease overall CIP budget 
	$ 11,210,000

	Increase funding to preservation/modernization projects
	4,230,000

	Decrease funding for safety projects
	(511,000)

	Decrease funding for other projects
	(857,000)

	Shift a portion of annexation incentive funding to 2005 
	(2,000,000)

	Delete a portion of annexation incentive funding
	(600,000)  

	Eliminate contra
	9,600,000

	Total Decrease in Capacity Project Funding
	$21,072,000


Preservation/Modernization Projects

The Executive’s proposed budget for 2004 included $4,788,000 for RDCW26 – the Countywide (pavement) Overlay project.  The purpose of doing periodic asphalt overlay paving is to preserve roadways and maximize their useful lives.  Each year, Roads schedules certain roads for overlay based on the age and condition of the pavement.  Over the term of the 6-Year Plan, over $40.7 million for overlay work was included in the Executive’s proposal.  The Council in adopting the 2004 budget decreased the appropriation for this project in 2004 to $2,605,000.  In addition, the 6-Year Plan allocations for this project were reduced by $1.5 million in 2006 and $1.4 million in 2007.
In Proposed Ordinance 2004-0145, the Executive proposes to restore all funding and allocations for the overlay program to the amounts in the proposed budget.  The Executive argues that this program is “critical in maintaining the structural integrity of our roadways far into the future.  This is a case of paying a little now or paying a lot more at that point in the future when long stretches of heavily used roadways begin to crumble.”  The judgment is that overlays extend the life of roadways but if not done timely, the roadway must be rebuilt, including the base on which the pavement is laid.  The cost of major reconstruction exceeds the cost of timely overlays over the long term.
Safety Projects
The proposed ordinance would add $700,000 in funding in 2004 for a new safety project that has been recently identified.  This project #202004 and involves the removal of the defunct Norman Bridge #112P.  A replacement bridge was built 20 years ago but this old bridge was not demolished.  It is now in imminent danger of structural failure and needs to be removed.  This project is so important from a safety standpoint that the Executive intends to submit legislation in the near future to allow for doing this project on an emergency basis.

Annexation Incentive
The Executive proposed as part of the 2004 budget an incentive reserve of $5.6 million in the Roads CIP.  The purpose of this reserve was to provide at least a partial means for cities to finance the transition of unincorporated urban to city rule.  The Council in adopting the budget for 2004 left this reserve in place.
The Executive in Proposed Ordinance 2004-0145 wishes to reduce this reserve to $3 million in 2004.  In addition, the proposed new 6-Year Plan includes $2 million of this reserve in 2005.  Thus, of the original $5.6 million, $3 million would be appropriated in 2004, $2 million would then be appropriated in 2005, and $600,000 would be eliminated.
Bonds

As noted earlier in this report, the regional partnership strategy involved the issuance of bonds in order to accelerate needed major road capacity projects in the urban unincorporated areas.  The plan, developed in 2000, was to issue $120 million of bonds in three $40 million installments.  The first issuance of bonds took place in 2002 in the amount of $38.34 million.  Additional bond issues of $40 million each were planned for 2004 and 2006.  The funding to pay debt service on these bonds was to come primarily from the Vehicle License Fee (VLF).
With the loss of the VLF due to the voters’ approval of I-776, the Executive has revised the bond issuance plan.  Rather than issue $40 million of bonds in 2004 and $40 million in 2006, the Executive now proposes to issue $19 million of bonds in 2004.  The bond proceeds would be used primarily to fund replacement/repair of bridges in the rural unincorporated areas.
Galer Street Debt Service

In 1998, the County entered into an agreement with the City of Seattle to jointly fund the West Galer Project.  The County agreed to pay $257,000 annually in debt service for this project.  The source of funding would be the VLF.  This project is located within the City of Seattle.  The benefits to the County of participating financially with the City were considered to be ample justification for that participation.  VLF was considered to be an appropriate revenue source for this financial participation.  With the loss of the VLF, the County must revert to some other revenue source.  State law in general limits the County Road Tax Levy to road purposes.  Road purposes means roads in unincorporated King County.  Use of road levy dollars to make the future debt payments on the West Galer Project would be a “diversion” of road levy dollars.  State law does allow diversion of the road levy but only for traffic policing.  Other diversions, while possible, have the potential of limiting State dollars for roads projects.  And, generally speaking, any diversion must be for services in unincorporated King County.
In order to avoid any problems with the diversion of road levy dollars, the Executive has proposed that the debt service payments on the West Galer Project be made with Current Expense (CX) dollars.  However, to mitigate the financial impact of this change on the CX fund, the Executive further proposes to reduce the Road Operating Fund contribution to the capital program by $257,000.  Instead, the Road Fund will increase its diversion of road levy dollars by this same amount.  This diversion, currently $3,134,015 in the 2004 adopted budget, goes toward the cost of traffic policing by the County Sheriff.  The net effect of this proposal is a decrease to the Roads Operating budget and no effect on CX.
6-Year Revenue Loss

As noted earlier, the VLF is no longer available to the County.  The working estimate of revenue from this source was $4.8 million annually or $28.8 million over the six years of the CIP (2004-09).  If we compare the 2004-09 proposed Roads CIP with the VLF as a revenue source ($401,556,000) to the Executive’s projected change in the Proposed Ordinance ($288,466,000), there is a total decrease of $113,090,000.  This brings up the question of how a loss of revenue of $28.8 million translates into a loss of a total of $113 million of funding for transportation projects.  
The answer is somewhat complicated but really involves the fact that the VLF was being leveraged by issuing bonds, using the VLF as the primary source of paying debt service on the bonds, and using bond proceeds as matching funds for a variety of grants.

The Executive’s revised 6-Year CIP is based on the following total loss of revenues to the CIP.

Table 5 – Summary of Revenues Lost to Roads 6-Year CIP
	Revenue Source
	Adopted 2004 Budget and 6-Year CIP
	Pro Ord 2004-0145 and Revised 6-Year CIP
	Revenue Reduction

	Grants
	$72,098,000
	$53,621,000
	$18,477,000

	Vehicle License Fee
	29,194,000
	
	29,194,000

	Bonds
	80,000,000
	19,000,000
	61,000,000

	Mitigation Fees
	20,510,000
	16,246,000
	4,264,000

	All Other
	199,754,000
	199,599,000
	155,000

	     Totals
	$401,556,000
	$288,466,000
	$113,090,000


As Table 5 shows, the loss of grants and the loss of bond proceeds when combined with the loss of the VLF amount to over $108 million.  The loss of VLF is actually for seven years because all collections in 2003 have been held by the State in anticipation of the legal decisions.  The 2003 VLF was recognized in 2003 but the refunds to taxpayers must be made in 2004.
The reduction in bond proceeds and the delay of capacity projects means that a net of $18.477 million of anticipated federal and State grants must be rescinded.  These grants may or may not be available to the County after 2009 when these projects are eventually slated for construction.  Fortunately, some of the federal grants already secured (about $5.68 million) for some projects that are being delayed can be reprogrammed so that only about $1.7 million would be lost.
The $4.3 million of mitigation fees will not necessarily be “lost” but would be collected in years beyond 2009 as projects are scheduled for construction.
Next Steps
The purpose of this staff report is to provide an overview and background information on the Proposed Ordinance.  Staff is continuing to analyze the ordinance and the proposed changes to the 6-Year Roads CIP.
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1. Proposed Ordinance 2004-0145
2. Executive Letter of Transmittal, dated March 15, 2004

3. Fiscal Note

INVITED:
Harold Taniguchi, Director, Department of Transportation
Linda Dougherty, Director, Roads Services Division

Steve Call, Director, Office of Management and Budget

Hayley Gamble, Budget Analyst, Office of Management and Budget
K:\Nogle\Supplementals\Roads 2004\2004-0145 Roads CIP 4-14-04 sr wdn.doc
PAGE  
16
K:\Nogle\Supplementals\Roads 2004\2004-0145 Roads CIP 4-14-04 sr wdn.doc

