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Metropolitan King County Council

Budget and Fiscal Management Committee

REVISED
STAFF REPORT

	AGENDA ITEM:
	4
	
	PREPARED BY:
	William Nogle
Paul Carlson

	ORDINANCE No.:
	2004-0145
	
	DATE:
	June 23, 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 with an offsetting disappropriation of $257,000 to the Roads Construction Transfer budget.  This Proposed Ordinance responds to the loss of the Vehicle License Fee as a result of the passage of Initiative 776.

SUMMARY: 
The Council adopted as part of the 2004 Budget (Ordinance 14797) the Roads Capital Improvement Program 2004 appropriation 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


*  Note that the budget “double counts” the $29.8 million Roads Construction transfer.
The Council also adopted as part of the 2004 budget process the 6-Year Roads Capital 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 add-on fee of $15 for each license issued was restricted to transportation purposes and was eliminated by I-776.  Initiative 776, initially ruled unconstitutional by King County Superior Court, was upheld on appeal by the State Supreme Court.

Because of the lateness in the year of the Supreme Court ruling, a 2004 Roads budget was approved by the Council with the knowledge that it would have to be revised.  On March 15, 2004 the Executive transmitted the Proposed Ordinance and a revised 6-Year Roads CIP.  Attachment 2 to this staff report is the Proposed Ordinance.  Attachment 3 to this staff report is the Executive’s Transmittal Letter.
ANALYSIS:

The proposal by the Executive essentially puts safety and maintenance of existing roads as the first priority.  Capacity projects for the most part would be deferred to beyond 2009, the last year of the 6-year plan.
Striking Amendment:

The striking amendment would make some minor changes to funding for projects in 2004 by restoring funding for five capacity-related projects that are located within potential annexation areas (PAA’s) plus funding for one regional trail project, a portion of the Burke-Gilman Trail.  The individual projects where funding is being restored are shown in Table 2 below.  In addition, the Council has restored funding for the Novelty Hill Road project in years 2008 and 2009, addressing the regional importance of this project.

In addition to the restored funding noted above, the striking amendment includes two provisos and an expenditure restriction.  The expenditure restriction earmarks $350,000 in Countywide Project 17 - Agreements with Other Agencies for project C54103, Burke-Gilman Trail/Kenmore.  The first proviso has to do with a joint project with the City of Bellevue, 150th Avenue S.W.  Bellevue is the lead agency.  The proviso requires that King County Transportation, Road Services Division, work with the City of Bellevue to produce a status report on this project and identify ways to reduce construction costs.
The second proviso has to do with the five capacity-related projects noted above that are within PAA’s.  These five projects are funded by a portion of the annexation incentive reserves included in the adopted 2004 budget.  The five projects constitute the initial implementation of the annexation incentives program.  As a reminder, the 2004 adopted budget included annexation incentives reserves of $10 million in the Current Expense Fund, $2 million in the Real Estate Excise Tax Fund, and $5.6 million in the Roads CIP.  This initial allocation of the Roads CIP reserves to these projects, along with $600,000 previously reallocated by the Executive, will draw down the Roads reserve to $70,000.  The proviso notes that these five projects are eligible for transfer to the respective cities if annexations occur.  At the end of three years, any remaining unexpended funds for these projects may be reprogrammed.

Table 2 on the following page is a summary of the changes that would be made to the proposed ordinance for both 2004 and the 6-year plan, on a project by project basis.


Table 2 – Summary of Striking Amendment Changes to
Proposed Ordinance 2004-0145
In thousands (000)
	Budget
	2004
	2005
	2006
	2007
	2008
	2009
	Totals

	
	
	
	
	
	
	
	

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

	Novelty Hill Road
	
	
	
	
	13,297
	19,233
	32,530

	Woodinville/Duvall Road
	
	
	
	
	(675)
	(1,689)
	(2,364)

	150th Ave SE
	780
	740
	
	
	
	
	1,520

	140th & Petrovitsky
	300
	435
	
	
	
	
	735

	Issaquah-Fall City Road
	600
	500
	
	
	
	
	1,100

	Renton Ave S/West Hill
	650
	600
	
	
	
	
	1,250

	1st Ave S Retrofit
	600
	500
	
	
	
	
	1,100

	CIP Bond Debt Pay
	
	
	
	
	
	1,934
	1,934

	Agreements with Other Agencies
	250
	(100)
	
	
	
	
	150

	C/W Overlay
	
	(640)
	
	
	
	
	(640)

	C/W 3 R
	(125)
	
	
	
	
	
	(125)

	C/W Project Form.
	(125)
	
	
	
	
	
	(125)

	Annex Incentives
	(2,930)
	(2,000)
	
	
	
	
	(4,930)

	CIP as Revised by Striking Amend
	$37,857
	$65,925
	$43,798
	$59,790
	$56,372
	$54,566
	$318,308
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· 
· 
· 
· 
· 
· 
Alternative Funding of Novelty Hill Road Project

As noted above, the striking amendment would restore funding for the Novelty Hill project that would be deleted by the Proposed Ordinance.  This new proposal was worked out among the Council, the Executive and the stakeholders and meets the test of due diligence on the part of the Council.  Under this alternative funding scheme, construction of the Novelty Hill Road improvements would be kept within the 6-Year Plan.  There is no change in either the 2004 appropriation of $724,000 or the 2005 allocation of $750,000.  For 2008, an additional $13,297,000 would be added to the project for design, engineering, and right-of-way acquisition.  In 2009, another $19,233,000 would be added to the project for construction.  The restored funding – a total of $32,520,000 – allows for the urban planned development to proceed on a modified schedule that allows build-out, including 720 units of affordable housing.
The additional $32.5 million expenditures would be funded by issuing $24.1 million in bonds and obtaining $8.4 million in federal and TIB grants.  The bond interest payments would be $1,934,000 per year for 20 years, starting in 2009.  The revised CIP already includes debt payments on the bonds sold in 2002 and the debt service on $19 million in bonds proposed to be issued for bridge replacement projects.  These commitments result in an annual debt payment of $6,158,000 in 2006-2015 plus a final $3.7 million payment in 2016.  With the additional $1,934,000 per year from Novelty Hill Road bonds, debt service would increase to about $8.1 million per year in 2009-2015, $5.6 million in 2016, and $1,934,000 per year in 2017-2029.

In evaluating this 20-year commitment of revenue to debt payments, it is important to note that Road revenues could decline, depending on what occurs with regard to annexation of urban unincorporated areas or passage of Initiative 864 with its 25% reduction in the Road Levy.



REASONABLENESS



:
With the changes included in the striking amendment, the resulting 2004 budget for roads capital projects would amount to $37,857,000, down $11,210,000 from the adopted budget of $49.067 million.  Over the six years of the CIP, a total of $318,308,000 would be spent.  This is a decrease from the six-year plan adopted by the Council of $45.86 million.  The reduction is necessary due to the loss of the vehicle license fee and the resulting cut in the bond program.  No replacement funding for the vehicle license fee has been identified but will be a priority in the future.  With that in mind, the proposed ordinance with the modifications of the striking amendment constitutes a reasonable policy and business decision.  
ATTACHMENTS:

None.

1. 
2. 
3. 
INVITED:
Harold Taniguchi, Director, Department of Transportation
Linda Dougherty, Director, Road Services Division

Jennifer Lindwall, CIP and Planning Manager, Road Services Division
Steve Call, Director, Office of Management and Budget

Hayley Gamble, Budget Analyst, Office of Management and Budget
Proposed Substitute Ordinance 2004-0145 was passed out of the Budget and Fiscal Management Committee on June 23 with a DO PASS recommendation.This legislation was discussed at the BFM Committee meeting on April 21, 2004.  No action was taken by the Committee at that time.








� This project has been completed.
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Sheet1

		Staff Growth:

		Year		Bud FTE		Bud TLT		Total Budgeted Staff		Staff Level		Vac FTE		Vac TLT				FTE		Total Staff				Net Vac FTE

		1990		87.5				87.5		87.5						1990		87.5		87.5

		1991		113.0				113.0		113.0						1991		113.0		113.0

		1992		130.5				130.5		130.5						1992		130.5		130.5

		1993		155.5				155.5		155.5						1993		155.5		155.5

		1994		155.5				155.5		155.5						1994		155.5		155.5

		1995		149.5				149.5		149.5						1995		149.5		149.5

		1996		150.0				150.0		150.0						1996		150.0		150.0

		1997		146.0				146.0		146.0						1997		146.0		146.0

		1998		162.0		16.0		178.0		163.0		7.0		8.0		1998		162.0		178.0		1798		171.0

		1999		164.0		23.0		187.0		161.0		15.0		11.0		1999		164.0		187.0		2905		172.0

		2000		163.0		23.0		186.0		153.0		19.0		14.0		2000		163.0		186.0		3120		167.0

		2001		161.0		17.0		178.0		158.0		13.0		7.0		2001		161.0		178.0		6419		165.0

		2002		164.0		23.0		187.0		163.0		11.0		13.0		2002		164.0		187.0		5499		176.0

		2003		171.0		17.0		188.0		177.0		7.0		4.0		2003		171.0		188.0		11941		181.0

		2004		170.0		14.0		184.0		168.0		11.0		5.0		2004		170.0		184.0		1671		173.0		170.0		184.0		168.0

		2005		170.0		12.0		182.0		167.0		11.0		4.0		2005		170.0		182.0				171.0		170.0		182.0		167.0

		2006		170.0		5.0		175.0		164.0		11.0		0.0		2006		170.0		175.0				164.0		170.0		175.0		164.0

		2007		170.0		0.0		170.0		159.0		11.0		0.0		2007		170.0		170.0				159.0		170.0		170.0		159.0

		1998		1798		500

		1999		2905		1267

		2000		3120		2329

		2001		6419		486

		2002		5499		1383

		2003		11941		582

		2004		1671		75
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