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STAFF REPORT
SUBJECT

An ordinance amending surface water management fees. 
SUMMARY:

Proposed Ordinance 2012-0389 would increase the Surface Water Management (SWM) rate 27 percent. This translates to a residential increase of $36, from $133 per parcel to $169 per parcel, as well as (mostly) proportional increases in commercial rates.  The revenue collected from the proposed rate increase would fund the projects and programs of the 2013/2014 Proposed Budget.

BACKGROUND
History of SWM Legislative Authority

In1986, County Council adopted Ordinance 7590, initiating the surface water management program.  The surface water management program was established to provide a comprehensive approach to surface and storm water problems including “basin planning, land use regulation, construction of facilities, maintenance, and public education” and provided limited services to the urban-designated areas of the adopted 1985 King County Comprehensive Plan.  

In 1991, the surface water management program first set a rate structure and service charges.  Since then the costs of providing surface water management services have increased due to the impacts of 1) inflation and annexations and 2) increasingly stringent federal and state requirements for the proper management of surface water quality and quantity.  Foremost among the mandatory federal standards, is the permitting requirement of the National Pollutant Discharge Elimination System (NPDES) General Municipal Stormwater Permit, updated in late 2012.  

Mandatory compliance with the NPDES 

The NPDES permit, administered by the Washington Department of Ecology (DOE) regulates municipal storm water management programs and specifies what actions and performance measures the county must take or meet to comply with the Clean Water Act.  County operations impacted by the NPDES permit include not only surface water management services, but also King County roads, solid waste, transit, parks, airport, and development and environmental services.

Complying with these requirements is an unfunded mandate.  Penalties for non-compliance can be significant, totaling up to $50,000 per day.  Enforcement for noncompliance can occur through both DOE action or through third party lawsuits, resulting in fines, criminal penalties, or rulings directing the expenditure of county funds.  

Council-mandated Review of SWM Discount Rate 

During the review of the 2011 budget, concerns were raised by the gravel mining industry that the Surface Water Management (SWM) fee charged to parcels containing gravel mining operations is unfairly high for sites that discharge no or very limited surface water.  More specifically, industry representatives noted that many gravel mining sites contain stormwater control facilities that retain and infiltrate (soak into the ground) surface water runoff from impervious surfaces onsite. 
In addition, these sites are subject to a state-issued National Pollutant Discharge Elimination System (NPDES) general stormwater permit that imposes additional monitoring, reporting, and other requirements on the parcel owner related to management of surface water.  Other non-residential parcels do not typically have this obligation. 

The council agreed that the code (KCC 9.08) used a one-rate-class discount insufficient to reflect the extent to which surface water is managed on sites which infiltrate most of their surface water. In addition, the Council determined that the one-rate-class discount program may not always reflect certain property distinctions and in some cases may not adequately reflect the effectiveness of stormwater controls on gravel mining sites as well as other non-residential developed properties (also referred to as commercial parcels).

Based on these concerns, the council adopted a two-rate discount and directed the Executive to convene a stakeholder work group to consider further refinements to the discount program.  As a result of those discussions, the SWM rate discount is proposed to be revised.
Proposed Rate Increase

In order to fund the projects and programs of the 2013/2014 Proposed Budget, the Executive has proposed an increase in the SWM fee rate (Proposed Ordinance 2012-0389).  This proposed ordinance reflects a 27 percent increase in the current residential SWM rate from $133 per parcel to $169 per parcel as well as (mostly) proportional increases in commercial rates.   
The following table outlines the proposed increases.

	Class

Of 

Use
	Percent of

Impervious Surface
	Current

Annual 

Rate
	Proposed

Annual 

Rate
	Dollar

Change
	Percent

Change

	Residential
	N/A
	$133.00/parcel
	169.00/parcel
	36.00
	27.1

	Very Light
	Less than or equal to 10%
	133.00/parcel
	169.00/parcel
	36.00
	27.1

	Light
	Greater than 10% to 20%
	320.61/acre
	428.29/acre
	107.68
	33.6

	Moderate
	Greater than 20% to 45%
	702.61/acre
	888.77acre
	186.16
	26.5

	Moderately heavy
	Greater than 45% to 65%
	1,199.36/acre
	1,527.41/acre
	328.05
	27.4

	Heavy
	Greater than 65% to 85%
	1,641.53/acre
	2,076.29/acre
	434.76
	26.5

	Very heavy
	Greater than 85% to 100%
	2,046.72/acre
	2,598.62/acre
	551.90
	27


Comparison To Other Local Jurisdictions

The following graph shows a comparison of the County SWM fee (both current and proposed) in relation to other local jurisdictions.  The current and proposed County fees, respectively, are slightly below and above both the mean of fees charged by local jurisdictions.
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The following table shows specific fees charged in 2011 and 2012.  It should be noted that King County is one of five local jurisdictions (including Pierce and Snohomish Counties, Seattle and Tacoma) that are covered under Phase 1 NPDES permits, which have the most stringent requirements issued by state DOE and thus more costly to implement.  Despite having more stringent requirement, the King County fees, both current and proposed, are still less than those charged by a number of local jurisdictions, even those having to meet less stringent standards.

Compared with Snohomish and Pierce counties, both the current and proposed King County fees are higher.  However, it should be noted that these two counties may be more able to maintain lower fees because neither provide SWM funds for Rural Programs ($3.6 million) or WRIA staff support ($1.4 million), nor do they have as large a debt service obligation ($3.5 million) because they have issued fewer bonds due to their much less rigorous capital programs.   In addition, both jurisdictions have used “surcharges” in specific areas to generate funds for use in capital projects within the specified areas.  These surcharges are not reflected in their general SWM rates.
On other interesting difference is in Snohomish County, which has rates specific to farms, wherein the farm rate outside UGAs is $90.00/quarter acre, with a maximum one-acre charge ($360.00) and the farm rate inside UGAs is $122.00/quarter acre, with a $488.00 maximum.  This is significantly higher than the current ($133 per parcel) or proposed ($167 per parcel) King County fee for farm properties.  
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Amount of New Revenue

The additional projected revenues for 2013 through 2016 are shown on the following table.   
	Impact of Increase on Total SWM Fee Revenues



	Year
	Current Base SWM
	Additional SWM Funds
	Total SWM Funds

	2013
	$18,276,484
	$5,005,469
	$23,281,953

	2014
	$16,748,454
	$4,860,403
	$21,608,857

	2015
	$18,502,872
	$4,482,769
	$22,985,641

	2016
	$18,556,744
	$4,527,597
	$23,084,341


To provide some historical context to the proposed SWM fee increase, the following table outlines the legislation increasing fees over the past decade:

	Class

Of 

Use
	Percent of

Impervious Surface
	Ord. 14161

2001
	Ord. 15638

2006
	Ord. 16958

2010
	2012-0389

2013

	Residential
	NA 
	$102.00/parcel
	111.00/parcel
	133.00/parcel
	169.00/parcel

	Very Light
	Less than or equal to 10%
	102.00/parcel
	111.00/parcel
	133.00/parcel
	169.00/parcel

	Light
	Greater than 10% to 20%
	255.01/acre
	277.39/acre
	320.61/acre
	428.29/acre

	Moderate
	Greater than 20% to 45%
	544.02/acre
	597.85/acre
	702.61/acre
	888.77acre

	Moderately heavy
	Greater than 45% to 65%
	918.03/acre
	1,005.67/acre
	1,199.36/acre
	1,527.41/acre

	Heavy
	Greater than 65% to 85%
	1,258.05/acre
	1,363.76/acre
	1,641.53/acre
	2,076.29/acre

	Very heavy
	Greater than 85% to 100%
	1,598.06/acre
	1,737.74/acre
	2,046.72/acre
	2,598.62/acre

	County Roads/
State Highways
	N/A
	Set  per RCW90.03.525
	same
	same
	same


Allocation of New SWM Revenue
The allocation of the $9.87 million generated by the proposed rate increase is shown on the following table:

	Program
 Description
	Increase 
amount
	Percent of 
rate Increase
	Funds from rate increase

	Maintenance of Current Programs (Inflation/Annexations)
	$15
	41.7%
	$4,114,068

	New NPDES Requirements
	$15
	41.7%
	$4,114,068

	Roads Water Quality Maintenance Projects 
	$3
	8.2%
	$809,004

	Capital Asset Management System
	$2
	5.6%
	$552,488

	New Debt Service for 2013 Bond Sale to Fund SWM CIP Expansion (see detail in SWM CIP staff report)
	$1
	2.8%
	$276,244

	TOTALS
	$36
	100%
	$9,865,8722


The bulk of the proposed fee increase would be used to:

· Comply with the requirements of the new National Pollutant Discharge Elimination System (NPDES) permit issued by state DOE (41.7 percent), and 

· Continue current operational service levels in the face of annexations and inflation (41.7 percent).   

The remaining funds generated by the increase will be used to fund:

· New Roads Water Quality Maintenance project - $1 million transfer proposed in 2013 only,

· Development of the new Capital Asset Management System, and

· Debt service from an $11 million, 15-year bond to be sold in late 2013 that would allow a major expansion to the SWM capital program.  

Expansion of Capital Programs

This expansion of the SWM capital construction program in the WLRD CIP is funded through an infusion of additional funds, beyond its annual cash (“pay as you go”) transfer, by the proposed sale of a 15-year, $11.26 million bond. Of the $11.26 million bond funds, $8.10 million will be used for SWM CIP projects and $3.16 million for Road Services Division CIP projects that provide water quality benefits. 

Storm Water Services capital projects are funded by $4.24 million of SWM fee revenues, $3.80 million of the proposed bond sale proceeds, and $1.70 million from grants and inter-local agreements.  Ecosystem capital projects are funded by $3.84 million of SWM fee revenues, $3.80 million of the proposed bond sale proceeds, and $6.82 million from grants and inter-local agreements.  The following table illustrates how the proposed projects will be funded:

	Project 

Name
	Base1
	Bond Contribution
	Total 

Budget


	Storm Water Services


	Public Safety & Major Property Protection
	$5,347,575 
	$3,440,000
	$8,787,575

	Neighborhood Drainage & Water Quality Assistance
	$255,000 
	$210,000
	$465,000

	Agricultural Drainage Assistance Program
	($3,703)2 
	$150,000
	$146,297

	Stewardship Water Quality Cost-Share
	$150,000 
	
	$150,000

	Greenbridge (Hope VI) Cost -Share
	$91,898 
	
	$91,898

	Des Moines Basin Plan CIP
	$100,000 
	
	$100,000

	Storm water Services Subtotal 
	$5,940,770
	$3,800,000
	$9,740,770


	Ecosystem Restoration


	WRIA 7 Ecosystem Protection
	$2,354,635 
	$1,307,850
	$3,662,485

	WRIA 8 Ecosystem Protection
	$2,434,000 
	$150,000
	$2,584,000

	WRIA 9 Ecosystem Protection
	$3,443,885 
	$566,045
	$4,009,930

	WRIA 10 Ecosystem Protection
	$101,000 
	$100,000
	$201,000

	Vashon Ecosystem Protection
	$360,000 
	$236,105
	$596,105

	Small Habitat Restoration Program
	$480,000 
	$305,000
	$785,000

	Monitoring & Maintenance Program
	$550,000
	
	$550,000

	F3292 Central Costs
	
	
	

	Ecosystem Restore & Protect
	$937,250 
	$1,135,000
	$2,072,250

	Ecosystem Restoration Subtotal 
	$10,660,770 
	$3,800,000
	$14,460,770


	Other

	Capital Project Oversight3
	$15,000 
	
	$15,000

	Central Costs4
	$188,699 
	
	$188,699

	Third Burden Rate Impact5
	
	$400,000 
	$400,000

	NPDES Mitigation Project
	
	$108,600 
	$108,600

	Other Subtotal 
	$203,699 
	$508,600
	$712,299

	Total
	$16,805,239 
	$8,108,600
	$24,913,839

	1 The Base capital program is funded by SWM Fee "pay as you go", grants, and agreements with local jurisdictions 

2 See discussion in Issue 2

3 Contributes to a council-mandated function in the County Auditor's Office that provides oversight to control cost overruns and unforeseen expansion of project scopes, schedules, and budgets on King County's large capital construction projects.

4 Budgets for central finance service, prosecuting attorney office, and other overhead charges assigned to Fund 3292.

5 Funds  impacts to capital projects affected by an increase in the indirect overhead (i.e. third burden) rate that occurred after the capital projects were submitted to PSB in June 2012 for the 2013-14 proforma. 


The debt service for the proposed bond will be funded from a 2.8 percent share of the additional revenue from a proposed SWM fee rate increase to be voted on by the Council on November 1.   For 2014, that debt service cost would be approximately $398,696. If the proposed SWM rate increase is not approved, there will need to be commensurate cuts to either the proposed SWM CIP projects or to other SWM funded non-CIP programs.  The projects and programs most likely to be affected are the discretionary projects and programs that are not part of WLR mandated core mission.

Rate Discount Revision

The SWM rate discount program is proposed to be revised. The current test for determining discount percentage is the “Ratio Method” which gives a discount based on the relative ratio of facility size to impervious area.  The revised discount uses the “Simple Function Method” to give a discount based on a flat percentage for each of several facility types.  The work group favored the Simple Function Method due to its ease of administration and simplicity, the use of a flat percentage discount for each type of facility and to evaluate a program of additive discount percentages for each facility also referred to as “stackable credits”.

The types of storm water control functions considered under the proposed discount are:

· Basic flow control– providing credit for flow control facilities that meet any King County standard for flow control that ever existed in County Code.

· Modern flow control – providing additional credit for flow control facilities that meet 1990 or later King County standards for flow control.

· Pervious surface absorption (PSA) – providing credit for County-standard BMPs or infiltration facilities that minimize the volume of stormwater discharges through absorption, retention, or dispersion of runoff from impervious surfaces.

· Water quality (WQ) treatment – providing credit for water quality treatment facilities, or equivalent, that meet any King County standard for such treatment.

· NPDES permit controls – providing credit for the additional management of onsite surface and storm water discharges that is required by the State under a National Pollutant Discharge Elimination System (NPDES) stormwater permit.

The proposed discount (minimum 20 percent and maximum 90 percent) uses the following breakdown of percentage ranges and amounts of additive percentage discount for each storm water control function: 
· 20 percent for basic flow control, 

· 20 percent for modern flow control, 

· 20 percent for WQ treatment, 

· up to 20 percent for PSA, and

· 10 percent for NPDES stormwater permit
ANALYSIS:
Revenue, Staffing and Public Impact of Proposed Discount Rate

The potential maximum difference in SWM fee revenue impact is relatively small (in 2011:  $1.19 million versus $1.27 million).  The cost of administering the new discount option would increase by $40,000 primarily due to the stackable discount approach which offers more opportunities for parcel owners to reduce their fees and thus requires more staff time to process discount requests in the first year and inspect adherence to maintenance requirements in out years.  

The new discount program appears more equitable and reflective of stormwater control effectiveness. Most impacted are older developed parcels with only flow control facilities will see smaller discount given for basic flow control alone
.  Other parcels, with modern stormwater controls or infiltration facilities, will see a fee decrease (greater discount) due to a larger discount given for these substantially more effective facilities.  
The table below shows the number of negatively and positively affected parcels in the full service area and the extent to which they are impacted.
	No. of Parcels w/Increased Fee
	268

	Largest Fee Increase (% Increase)
	$9,203 (75%)

	No. of Parcels w/Fee Increase > $10,000
	0

	No. of Parcels w/Fee Increase > $5,000
	7

	No. of Parcels w/Fee Increase > $1,000
	64

	
	

	No. of Parcels w/Decreased Fee
	360

	Largest Fee Decrease (% Decrease)
	$36,356 (86%)

	No. of Parcels w/Fee Decrease > $10,000
	8

	No. of Parcels w/Fee Decrease > $5,000
	12

	No. of Parcels w/Fee Decrease > $1,000
	63


New NPDES Requirements

According to the Executive, implementing the new NPDES permit will require the County perform a number of additional tasks, the most significant in terms of staffing and funding are the:  

· Mapping of all storm water facilities, 

· Creation and administration of a unified storm-water management system, 

· Updating of the County storm water manual, 

· Inspection and enforcement of maintenance of private facilities, 

· Sampling, source tracing, enforcement, and technical assistance to address water quality problems, and 

· Expanding detection and elimination of illicit discharges. 

To conduct these additional tasks, this budget proposes 13.92 staff, of which 8.27 would be TLTs, and an additional $4.1 million of funding.  The following table outlines staffing levels and costs associated with the new permit. 
	Components
	Description
	Proposed Staffing1
	Request ($) in millions

	Mapping
	GIS-based mapping to more readily pinpoint potential drainage and water quality problems. 

Includes mapping software - $278,000 (for each year).  


	4.8
	$1.28

	Permit Management & Coordination
	Develop and coordinate new County-wide storm water management program. 

Includes funds for a cost-share agreement with the state and other jurisdictions for new Puget Sound-wide program to more cost-efficiently monitor storm water program effectiveness.  

Amounts are $7,000 in 2013 and $204,000 in 2014.
	.75


	$0.50

	Regulation Support
	Update storm water regulations and manuals to include new low impact development standards
	1.5
	$0.35

	Staff Training
	Train field staff on storm water pollution prevention practices applicable to their work
	.46
	$0.11

	Private SWM Facilities 
	Inspect and enforce maintenance of private storm water facilities to protect water quality
	.29
	$0.13

	Water Quality Planning Support
	Calculate and report water quality benefit of planned capital projects.  

Includes $40,000 for consultant support (for each year).
	.25
	$0.07

	Water Quality Source Control/TMDL/IDDE
	Sampling, source tracing, enforcement, and technical assistance to address water quality problems; expanded detection and elimination of illicit discharges. 

Includes $30,000 lab analysis (for each year).
	4.07
	$0.85

	Basin Planning
	Basin-scale planning to address protection and restoration of water quantity and quality
	1.56
	$0.47

	Monitoring
	Monitoring required by 2012-13 NPDES permit 
	.25
	$0.34

	
	Totals
	13.92
	$4.10

	1 Staffing includes 8.27 TLTs to complete short-term work including mapping, water quality planning, and source control.


Impacts if Fee Proposal is Rejected or Reduced

If the requested $9.87 million SWM rate increase is rejected or reduced, there will need to be a corresponding decrease or elimination of funds for projects, depending upon the amount of new funding available.  If an incremental increase of 50 percent of the requested new funding is approved by the council for 2013, there will be $2.5 million less funds available in 2013.  See table below:

	Fee Increase Scenario
	2013
	2014
	Total New Funds

	Executive-proposed
	$5,005,469
	$ 4,860,403 
	$9,865,872

	50/50 Incremental Increase
	$2,502,734
	$4,860,403
	$7,363,137

	Funding difference in 2013
	   ($2,502,735)


It is likely that cuts of this magnitude (whether $2.5 million or $9.87 million) would cause programs and/or capital projects to be eliminated entirely.  

In determining the potential scope of the reductions, it should be assumed that the County will:

· Comply with the NPDES permit, 

· Continue to pay off debt service for existing bonds, as well as, the additional debt service resulting from the proposed bond sale for expansion of the SWM CIP program, and 

· Have limited ability to adjust overhead/central rates. 

Therefore, the categories most subject to expenditure and staffing reduction include the programs and projects that are most visible and valued, such as:

· The Neighborhood Drainage Assistance Program, 

· Agricultural Drainage Assistance Program, 

· Basin Stewards, 

· Storm water flooding capital projects,

· Ecosystem restoration projects (i.e. WRIA projects) needed to meet King County’s obligations under the Endangered Species Act, 

· Participation with cities in watershed-based partnerships, and

· Projects to address polluted storm water runoff from roads - a top contributor to pollution in Puget Sound. 

Additional categories for reduction could include the:

· Science and Lab Support (currently proposed for $2.1 million in the 2013-14 biennium), but staff notes that this program provides services that were put in place to comply with the current NPDES permit and these services must remain in place under the new NPDES permit, and

· Administration and County Charges (currently $10.6 million in the 2013-14 biennium, but staff notes that these are mandatory and can only be reduced as other parts of the program are scaled back.
REASONABLENESS

The proposed per parcel fee increase is consistent with the median rate charged within the region. 

Should the Council wish to maintain funding at levels necessary to meet the county’s statutory obligations, that priority can be achieved without an increase to the SWM fees at this time; however, this would entail significant reductions to many discretionary SWM programs.

ATTACHMENTS

1. Comparison of Per Parcel Fee

2. Fiscal Note

3. Regulatory Note and Checklist

INVITED

Dwight Dively, Director, Office of Management and Budget
� Since there are a large number of older developed parcels, the number of negatively impacted parcels is primarily driven by the amount of discount given for basic flow control.  Under the old discount program, basic flow control received anywhere from 20 percent to just less than 100 percent discount.  
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