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Policy Area

2006 Solid Waste Transfer and Waste Management Plan Review :  Draft Report

Further Discussion

At the Week One meeting of the panel, staff described the context of the Solid Waste Transfer and Management Plan update process, and noted that the Draft Report required by Ordinance 17619 was due October 9, 2013.  That Draft Report has been prepared and forwarded to Councilmembers, as well as posted online.  A final report is due to Council on November 27, 2013.  The Solid Waste Division has designated the two weeks following October 9 2013 as the submission period for comments and questions on the Draft Report; these will be addressed in a responsiveness summary in the final report—and may impact the elements of the final report.  

This staff report will seek to both describe key recommendations and direction of the Draft Report, and to identify policy questions and issues for Council attention.  Several background notes are provided in setting context:

· The Solid Waste Division was asked to undertake a major review effort in a very constrained time frame, and to do so in a way that was open, transparent and professional.  The Division’s efforts in providing large amounts of well-prepared and presented information are noteworthy.  Attendees at the Workshop series hosted by the Division applauded the work effort and professionalism of Division leadership and staff.
· The Draft Report process addressed by this staff report is based on the direction of Council for a draft and final report regarding the rebuild of the Solid Waste transfer network, incorporated in Ordinance 17619.  In that context, policy options offered in the staff report will be tied to the process called for by the Ordinance, review of the Draft Report and questions/recommendations tied to the preparation of a Final Report.  
· The Division’s transfer network planning proposes to close the Renton Transfer Station in 2018, and the Houghton Transfer Station in 2021.  In the Northeast service area, in a scenario that foregoes construction of a new Northeast station, the critical period will begin when the Houghton station closes—presumably in 2021.  From then until 2028, when Bellevue and the Point Cities (Hunts Point, Clyde Hill, Medina and Yarrow Point) leave the system, the challenge will be to address waste processing needs.  After that date, waste volumes will decline such that they can be addressed more easily.  The system’s challenge will be to find an approach towards “bridging” the period between 2021, with the closure of Houghton, and 2028, with the departure of Bellevue and the Point Cities.  
· The Council has a significant interest in the outcome of this review, and in the Factoria project in particular.  The procurement strategy recommended by the Executive and adopted by Council in the Factoria project places the Council in a role of heightened involvement.  The Council is expected to be signatory on the contract to proceed with construction of the Factoria station.  In this context, the Council will want to assure that the direction of the Draft Report is consistent with the Council’s judgment of a prudent and responsible strategy.  
· Councilmembers have expressed particular interest in a strategy that involves foregoing construction of a new Northeast transfer station, and directing the resulting tonnage through a new Factoria station increased in size to accommodate the greater volume.  This staff report, based on the limited time available to respond to the Draft Report, will place particular emphasis on review of that option, referred to by the Division as Alternative A.
· Much of the material provided in the staff report includes tabular and graphic information, drawn from the Draft Report and other agency documents.  Presumably, there are numbers associated with each of the tables and graphs.  In many cases, staff does not have access to associated numerical information; while requests have been made, response is currently being awaited.  As a consequence, in some cases, staff has needed to make use of information drawn from a variety of sources that can serve as approximations of needed information.  

Solid Waste Transfer and Waste Management Plan Review:  Draft Report Summary and Recommendations 

The key recommendation of the Draft Report is to approve a revised version of the Base Plan identified in the report—which is the full package of transfer stations as recommended by the 2006 Plan—except that the start date for the Northeast station would be held, and conditions monitored and evaluated, before proceeding with that station.  
“…the Division recommends proceeding with a variation of the Base Alternative which would include deferring the opening date of the new Northeast transfer station so that the Division can assess the timing and potential phasing of the new station. This recommendation would proceed with construction of the new Factoria station as currently designed, while studying whether additional space and services could be added to the new Factoria station that could affect a new Northeast station.”

The Draft Report indicates that, while not constructing one or more of the planned facilities could lower Plan capital costs, that approach would “increase overall costs for a significant number of residential and business customers because of higher collection costs….the consequence of…building fewer stations is that it transfers costs to the commercial garbage haulers who will raise curbside collection rates correspondingly.”

The Draft Report addresses the proposed timing of various facility actions, including the closure of the Houghton station in 2021, and the departure of Bellevue and the four Point Cities in 2028.  This creates a “window”—before which the Houghton station can manage the transfer of waste in the Northeast sector, and after which the volume of waste processed through the Factoria station will decline by half.  

An analytical focus in this staff report will address whether, through operational strategies and management options, the Division can manage the peak anticipated number of transactions during that “window” period—while avoiding the construction of a new Northeast station.  Reports indicate that the Factoria transfer station should be able to process at least 520 transactions daily.  Based on historical records, staff is estimating that peak transactions shouldn’t exceed 750 transactions daily—and may be substantially less.  

The analytical issue is whether the Division has available management options to increase transaction capacity or reduce visits.  These might include relocating the Household Hazardous Waste facility, retaining the Renton station longer, later hours for self-haul, incentives for weekend self-haul, restoring the regional direct differential, or modifying the self-haul wait-time standard.  

If such options were sufficient to manage waste volumes during the “window” period, the system may avoid capital costs of $80 million to $100 million associated with a new Northeast station.

The Draft Report discusses the concept of a revision in the “regional direct” rate—that rate charged to haulers who deliver consolidated loads directly to Cedar Hills.  The report notes that, when the rate was modified in 2004, most of the impact was to the Bow Lake station, with little impact to the Houghton station, and limited impact to Factoria.  This was taken to suggest that a return to a similar regional direct rate would likely have little impact on diverting waste from the Houghton or Factoria stations.  

“One question that arose during the review of the Plan was whether a subsidy could be reinstated to create sufficient financial incentive to the private sector to use private transfer stations and eliminate the need for King County to build a facility to replace the Houghton Transfer Station. However, based on an analysis of tonnage distribution over the past 15 years, a change in the regional direct rate would have virtually no effect on County transfer station capacity needs in the Northeast service area. 

Despite the significant change in total regional direct tonnage, the Houghton tonnage did not change after the regional direct fee was increased. From 1999 to 2013 the Houghton transfer station received between 17 and 19 percent of the annual total system tonnage. Data show that the tonnage haulers used to deliver directly to Cedar Hills now goes primarily to Bow Lake, with smaller amounts also going to Algona, Factoria and Renton.”

The Draft Report also notes the support of the Base Plan for recycling at the transfer stations.  “In 2012, approximately 115,000 tons of recyclable materials were disposed by self-haulers and buried at Cedar Hills.  The current self-haul recycling rate is only five percent, but must increase to 35 percent if we are to meet the 70 percent goal…”  



Policy Issues

Policy Issue 1
Does the Transfer Plan Review Draft Report adequately consider the option of not building a Northeast transfer station, and directing the waste flow that currently goes to the Houghton station, instead to a newly-built Factoria station?  

Discussion:  Among the models provided in the report is Alternative A, which would not proceed with construction of a new Northeast station, but would build a revised Factoria station.  The Division indicates that, in order to accommodate waste volumes from the Houghton service area, the Factoria location would need to utilize a property owned by the Division on Eastgate Way; that facility could be used specifically for self-haul, with the main facility dedicated to commercial haulers.  However, the Division has indicated that Bellevue is unlikely to be supportive of such an approach, and in its role of permitting authority for needed conditional use permit, would have a significant role in defining the future of an Eastgate annex.  Input from Bellevue staff confirmed that position.  

The Draft Report notes this obstacle, and indicates that the Alternative A option is not feasible for that reason.

It may be useful to further develop the Alternative A possibility, by exploring whether an Eastgate facility would be absolutely required, or whether there are potential strategies which could meet volume targets while not requiring construction of a Northeast facility.
  
A note of context is offered here.  To date, much of the discussion has been around the recent and future solid waste tonnage expectations, in recognition of significant tonnage declines since the preparation of the 2006 Plan.  

The Draft Report introduces a different issue in explaining the critical limitation that defines the capacity of the transfer stations in the network.  According to the Division, the limiting factor is not tonnage, but rather “transactions,” or vehicle traffic.  The chart below, excerpted from the Draft Report, shows that all the models can achieve tonnage demands, but that several models cannot meet the “transaction” standard. (#5, Vehicle Capacity; #6, Average Daily Handling Capacity, tons; )



Transfer Plan Level-of-Service Criteria Applied to Alternatives1 

	Criteria
	Basis
	Scenario

	
	
	Base
	A
	A*
	B
	C
	C**
	D
	D**
	D***

	1.  Estimated time to a transfer facility within the service area for 90% of users
	< 30 min = YES
	Yes
	Yes
	Yes
	Yes
	No2
	Yes
	No3
	Yes
	Yes

	2.  Time on site meets standard for 90% of trips4
	 

	 
	a. commercial vehicles
	< 16 min = YES
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	 
	b. business self-haulers
	< 30 min = YES
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	 
	c. residential self-haulers
	< 30 min = YES
	Yes
	Yes
	No
	Yes
	No
	No
	No
	No
	No

	3.    Facility hours meet user demand5
	Yes/No
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	4.  Recycling services meet Plan policies
	 

	 
	a. business self-haulers
	Yes/No
	Yes
	Yes
	No
	Yes
	No
	No
	No
	No
	No

	 
	b. residential self-haulers
	Yes/No
	Yes
	Yes
	No
	Yes
	No
	No
	No
	No
	No

	5.    Vehicle capacity6
	 

	 
	a. meets 2027 forecast needs
	Yes/No
	Yes
	Yes
	No
	Yes
	No
	No
	No
	No
	No

	 
	b. meets 2040 forecast needs
	Yes/No
	Yes
	Yes
	No
	Yes
	No
	No
	No
	No
	No

	6.  Average daily handling capacity (tons)
	 

	 
	a. meets 2027 forecast needs
	Yes/No
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	 
	b. meets 2040 forecast needs
	Yes/No
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	7.  Space for 3 days' storage
	 

	 
	a. at time of construction
	Yes/No
	Yes
	Yes
	No
	Yes
	Yes
	No
	Yes
	No
	No

	 
	b. meets 2040 forecast needs
	Yes/No
	Yes
	Yes
	No
	Yes
	Yes
	No
	Yes
	No
	No

	8.  Space to expand on-site7
	Yes/No
	Yes
	Yes
	No
	Yes
	Yes
	No
	Yes
	No
	No


A*Houghton used as self haul only—otherwise same as A
C** Algona used as self-haul only—otherwise same as C
D**Algona used as self-haul only—otherwise same as D
D***Algona and Houghton used as self-haul only—otherwise same as D

1. Criteria applied to the overall Alternative – individual transfer station scores may vary 2
2.  See drive time map 
3.  See drive time map 
 4. Based on vehicle capacity LOS rating 
5.  Hours may be adjusted at some facilities to meet user demand 
6.  “NO” if one or more facilities in the alternative did not have an LOS score of at least a C – see vehicle capacity in 
“Alternatives Station Detail” for information about each facility 7
7. This criterion has been adapted to indicate future flexibility to expand service, e.g., household hazardous waste, 
or to support waste conversion technology

Transaction goals used by the Division are for commercial haulers to have a time-on-site standard of 16 minutes, and self-haulers to have a time-on-site standard of 30 minutes, for 90 percent of the visits to the facility.  The chart above shows that for business self-haulers and commercial haulers, all the models meet the standards; for residential self-haulers, several of the models do not.  It is important to note, however, that for Alternative A—which would not build the Northeast station,--it is assumed that the Factoria project will include an annex facility at the Eastgate property—acknowledged to be a problematic approach, given the interests of the City of Bellevue regarding its vision for that Eastgate corridor.  The focus of this analysis will address the question of whether capacity requirements—specifically, transaction demands—can be met at Factoria without utilizing the Eastgate property.  

Combined Waste Volumes of the Factoria/Houghton Service Area:
The summary below depicts:
1)  Combined waste volumes for the Factoria/Houghton Service Area
2) The projected capacity of a rebuilt Factoria station, to assess whether it can handle the combined Factoria/Houghton volumes of waste.  

In describing the opportunity for foregoing construction of a Northeast station, a sense of total waste volumes for the combined Factoria/Houghton service area is needed, along with the expected future capacity of a rebuilt Factoria station.  In particular, it will be helpful to know what the tonnage and transaction projections are for Factoria and Houghton through 2040, to assess what magnitude of change would be required to accommodate the expected volumes.  Staff does not currently have access to such numbers.  The absence of per-facility projections regarding transaction volumes has required an effort to identify approximate equivalents of such volumes, as a means of describing anticipated transaction demands.  

The table below illustrates the Division’s most recent tonnage expectations.  It shows that the years between 2021 and 2025 are projected as the peak tonnage years.   In the highest recent year for transactions in the combined Factoria/Houghton service areas—2004—the Division recorded 274,529 transactions; that number declined to 204,461 for the combined service area in 2012.  Based on this history, this review will assume the 274,529 number—or 750 average daily transactions--as the highest likely transaction year.  While only specific projections from the Division can address combined service area transaction expectations, with transaction and tonnage levels declining in recent years, selection of a transaction level pegged at the peak level of recent years appears to be a reasonable means of describing the likely maximum transactions.  



[image: ]

Factoria Projected Capacity
The table below, entitled “Factoria Transfer Station--2030 Projected Conditions” is drawn From the Factoria Facility Master Plan, approved by Council in 2010.  It indicates that the Division anticipated managing at least 190,000 transactions—or 520 average daily transactions--in 2030 (the Facility Master Plan did not anticipate use of the Eastgate annex).  The 274,529 peak year transactions described above exceed this capacity threshold by 84,529 transactions.  This raises the question of whether, in a high-volume year, the Factoria facility—absent the Eastgate annex—could meet the projected transaction demands.

Factoria Transfer Station:  2030 Projected Conditions
	Item 
	Commercial Haulers
	Self-Haul
	Total

	Total Tonnage
	180,000
	45,000
	225,000

	Total Transactions
	34,000
	156,000
	190,000

	Average Weekday Tonnage
	680
	120
	800

	Average Weekend Day Tonnage
	30
	145
	175

	Average Weekday Transactions
	125
	430
	555

	Average Weekend Day Transactions
	6
	520
	526




Managing the Waste Volumes
Strategies to reduce the numbers of transactions, during the peak years of 2021 through 2025, may allow a rebuilt Factoria to serve the combined service area.  A number of concepts are noted below. At this stage, these are only conceptual, and there may be constraints or obstacles that would argue against employing them.  Nonetheless, they are offered as a starting point for discussions as to whether further review is warranted.  These are raised in the context of the need for a “bridge” between the time the SWD has identified for the closure of the Houghton station (2021) and the departure from Factoria (with 70,000 or more tons) of Bellevue, along with Hunts Point, Yarrow Point, Clyde Hill and Medina—often referred to as the four “Point Cities.”  It is noted that, between commercial deliveries and self-haul deliveries, the largest volume of transactions are accounted for by self-haul; in 2012, there were 74,558 self-haul transactions at Factoria, and 16,366 commercial transactions.  

Concepts for Managing Waste Volumes:
· Temporarily restore the “regional direct” differential.  As noted, until 2004, the solid waste system operated with a regional direct rate that was $23 less than the rate for tons processed through the county transfer network.  That had the effect of diverting as much as 257,000 tons from the transfer network as haulers delivered consolidated loads directly to Cedar Hills.  The Division has noted in its Transfer Plan Review Draft Report, that when the regional direct differential was reduced in 2004 to about $13/ton, and regional direct tonnage declined to minimal levels, most of that redirected tonnage went to Bow Lake, and only minimal amounts to Houghton—suggesting that a return to the regional direct differential would not divert significant tonnage from Houghton.  

However, the annual reports published by the Division demonstrate that significant volumes of tonnage were redirected to Factoria during the regional direct differential transition.  In 2003, 96,214 tons were processed at Factoria; by 2005, the first year after the change in the regional direct differential, 157,237 tons were processed at Factoria.  If those tons were returned to the regional direct stream, about 61,000 tons could be diverted from Factoria—assuming the tons described above are tied to the regional direct transition.  Regarding transactions, there were 11,387 commercial transactions at Factoria in 2003; by 2005, that number had almost doubled, to 20,798.  Though a change in the regional direct differential would probably not affect self-haul transactions, there was an overall increase of more than 13,000 transactions between 2003 and 2005 at Factoria.    

· Retain Renton.  Under agency projections, the Renton transfer station would close in 2018, with tonnage volume assumed to split evenly between Factoria and Bow Lake.  In 2008—a year comparable in volume to 2023—Renton generated 76,000 transactions.  If agency calculations assume Renton volumes in Factoria and Bow Lake totals after 2018—the option of keeping Renton open through 2028 is raised, resulting in avoided transactions at Factoria of about 38,000 annually.  

· Relocate the Household Hazardous Waste (HHW) facility. If that facility, currently planned for Factoria, were relocated, designers could use the additional floor space to accommodate more self-haul transactions.  The HHW facility appears to be over 7,000 square feet.  Dedicating that floor space to waste processing could accommodate increased transaction capacity at Factoria.

· Pursue “demand management” efforts for self-haul customers.  The Division has surveyed self-haul customers at transfer stations, and reports that the major reasons for using the transfer stations are that customers have large, bulky items to dispose of, and that they have large volumes of waste—perhaps resulting from a cleanup project—to dispose of.  Strategies to address these needs while avoiding a customer visit to the transfer station--—such as scheduled pickup of bulky items from curbsides—might help to reduce transfer station visits.  ; The Division would need to work with cities and haulers to implement appropriate strategies.  

· Consider offering incentive rates for self-haul during weekends This could divert greater numbers of self haul visits to weekend periods, when there are few commercial waste haul visits.  

· Accept higher transaction volumes as reasonable tradeoff for avoiding costs of Northeast. Acknowledge that, for a limited period, transaction volumes may approach or exceed the desired standard—though, beginning in 2028, volume pressures should decline significantly.

Options for Policy Issue 1

1. Direct staff to convey this issue to the Division in its comments and questions review.  Direct staff to forward to the Division the issue of constructing the Factoria station such as to maximize capacity without building an Eastgate annex, and pursuing capital and management options that would accommodate needed transaction capacity and relieve transaction demand for the combined Factoria/Houghton service area.

2. Direct staff to seek the needed additional information to support the analysis of not building a Northeast transfer station.  Direct staff to seek a specific response to questions, returned to Council, in preparation for review of final report.

3. Consider the response of the agency in Council review of the required motion accompanying the final report.  Direct staff to include summary of responses in materials presented to Council in review of final report.


Policy Issue 2
Does the Transfer Plan Review Draft Report appropriately characterize overall costs to ratepayers resulting from the selection of a given model?

Discussion:  The Draft Report notes the relationship between foregone construction of stations recommended in the 2006 Solid Waste Transfer/Waste Management Plan, and potentially increased costs for commercial haulers tied to longer drive times, and therefore for ratepayers.

“The analysis in this review of the Transfer Plan has shown that alternatives that do not build one or more of the planned transfer facilities would result in lower capital costs for King County but increase overall costs for a significant number of residential and business customers because of the higher collection costs. 

To demonstrate this point, the Division prepared and presented the slide below from a presentation to the Regional Policy Committee describing highlights from the Draft Report.  In sum, the table shows that, for example, in the year 2034, the average ratepayer could anticipate paying an additional 50 cents monthly in system capital costs from the rebuild of the system if no Northeast station is constructed; however, an additional $1.59 could be anticipated in combined capital and collection costs, associated with increased commercial hauler expenses.  The graphic compares that with a “Base Plan cost” of about $1.00 in collection costs for that same year.  




Cost to Ratepayers Calculation
It is not clear from the material provided how the ratepayer cost calculations were derived.  While cost information from the haulers has been provided, the translation into the increased rate projections above is unclear.  The graphic does not, for example, appear to address the increased costs to remaining ratepayers associated with the 2028 departure of Bellevue and the four Point Cities—though only a review of specific calculations could confirm this.  Also, the graphic shows Base Plan costs declining to zero in 2040, though the haulers have reported anticipated costs of $1-2 million annually in ongoing expenses for the Base Plan, and $3-6 million in capital costs.  

The graphic suggests that for Alternative A—no Northeast station, there are continuing ratepayer costs of $1.09/month in hauler-driven expenses in 2040, but for the Base Plan, zero costs for hauler expenses in 2040—while the haulers have reported continuing costs for both options—though somewhat less for the Base Plan.  Staff is unable to meaningfully evaluate the accuracy or usefulness of this material without specifics as to how the chart elements were derived.  

Hauler costs are based on information provided by the haulers, as depicted in the table below, which is an excerpt from a Table 5 included in the Draft Report.  

	Option
	Republic
	Waste Management

	Base
	Minimal impact in drive time or costs.  Less than a 1% increase in operational or customer costs
	Expenses (Driver Hours & Trips)$1-2 million/year
Capital Costs $3-6 million

	A
	Minimal impact in drive time or costs.  Less than a 1% increase in operational or customer costs
	Expenses (Driver Hours & Trips) $1.5-2.5 million/year 
Capital Costs $6-9 million

	A*
	Minimal impact in drive time or costs. Less than a 1% increase in operational or customer costs. 
	Expenses (Driver Hours & Trips) $1.5-2.5 million/year 
Capital Cost $6-9 million 

	B
	Drive time increased by 300 hours per month. Increase in customers rates 4-5%. 
	Expenses (Driver Hours & Trips) $2.5-3.5 million/year 
Capital Cost $6-9 million 

	C
	Drive time increased by 350 hours per month. Increase in customers rates 4-5%. 
	Expenses (Driver Hours & Trips) $3-4.5 million/year 
Capital Cost $9-15 million 

	C**
	Drive time increased by 350 hours per month. Increase in customers rates 4-5%. 
	Expenses (Driver Hours & Trips) $3-4.5 million/year 
Capital Cost $9-15 million 

	D
	Drive time increased by 100 hours per month. Increase in customer rates possible 2-3%. 
	Expenses (Driver Hours & Trips) $2-3.5 million/year 
Capital Cost $9-15 million 

	D**
	Drive time increased by 100 hours per month. Increase in customer rates possible 2-3%. 
	Expenses (Driver Hours & Trips) $2-3.5 million/year 
Capital Cost $9 - 15 million 

	D***
	Drive time increased by 100 hours per month. Increase in customer rates possible 2-3%. 
	Expenses (Driver Hours & Trips) $2-3.5 million/year 
Capital Cost $9 - 15 million 


See table footnotes above

Waste Management, which currently serves the northeast sector of the county north of Bellevue, reports projected expenses of about $500,000/year above the Base option, and capital costs of between zero and $3 million above Base costs.  This is significantly less than hauler-reported costs for other options, which range as high as $3 million to $4.5 million in higher operating costs, and $9 million to 15 million in additional capital costs; of the options that would forego construction of one or more transfer stations, Alternative A—which would forego construction of the Northeast station—appears to be the least costly in terms of additional commercial hauler costs.  

Options for Policy Issue 2

1. Direct staff to seek the information referred to above in support of a fuller analysis of ratepayer costs associated with not building the Northeast station.  Direct staff to forward a request for anticipated ratepayer costs associated with construction of a fully developed Factoria station—without utilizing the Eastgate annex, a no-build option for the Northeast station, consideration of costs such as the departure of Bellevue and the Point Cities in 2028, consideration of ongoing Base Plan costs—and related information.

2. Direct staff to convey this issue to the Division for consideration in the development of a final report.  Direct staff to communicate this issue as among those that should be addressed in revisions in the November 27 Final Report.

Policy Issue 3
Does the Transfer Plan Review Draft Report adequately address the matter of potential overcapacity of the built-out transfer network recommended by the 2006 Solid Waste Transfer and Waste Management Plan?

Discussion:  This issue addresses the extent to which the  Draft Report responds to Council concerns which led to the approval of the Expenditure Restriction in Ordinance 17619.  At the time of approval of that measure, there was concern from both the Metropolitan Solid Waste  Advisory Committee, the Sound Cities Association, and the County Auditor regarding the question of significant reductions in projected tonnage, and whether the facilities proposed in the 2006 Solid Waste Transfer and Waste Management Plan, and in the case of Bow Lake and Factoria, described in Facility Master Plans—whether those facilities go beyond the needs of the region in light of significantly reduced tonnage projections.  

The  Draft Report addresses this matter in the “Level of Service” table provided above.  For convenience, a portion of the table is replicated below.

	5.    Vehicle capacity6
	 

	 
	a. meets 2027 forecast needs
	Yes/No
	Yes
	Yes
	No
	Yes
	No
	No
	No
	No
	No

	 
	b. meets 2040 forecast needs
	Yes/No
	Yes
	Yes
	No
	Yes
	No
	No
	No
	No
	No

	6.  Average daily handling capacity (tons)
	

	 
	a. meets 2027 forecast needs
	Yes/No
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	 
	b. meets 2040 forecast needs
	Yes/No
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes


See table footnotes above

Vehicle Capacity
The import of this excerpt is that, while all the Alternatives meet projected tonnage needs, a number of them do not meet projected Vehicle Capacity needs.  While that is useful information, Council focus has rather been on the extent to which the Base Plan exceeds projected needs, in light of significantly reduced projected needs.  This question does not appear to be the subject of analysis in the Draft Report.  

However, a sense of the scope of the capacity question may be captured by the Factoria Projected 2030 Conditions table above, referencing the waste volume conditions that the Factoria station will meet.  That table shows an expected tonnage level in 2030 of 225,000 tons; a similar table that appears in the 2007 Bow Lake Facility Master Plan indicates that that facility is capable of handling at least 505,000 tons—the projected 2030 demand level.  Together, in 2030, those two facilities—independent of the remainder of the system--will be capable of handling about 730,000 of the projected tonnage for that year, which is approximately 750,000 tons.

The Draft Report’s focus on the additional hauler costs that can be anticipated with foregone construction of one or more transfer facilities does not get to the issue of potential unneeded capacity.  One way of depicting this matter is to note that a transfer network may process a stated volume of waste either through a network consisting of a more limited number of larger stations, or a larger number of smaller stations.  Either approach could process the defined tonnage levels, though the latter—more stations, smaller capacity per station—would also address hauler costs by placing stations closer to residents and businesses.  

While the assumption of waste compaction functionality at all the stations appears to drive certain size requirements to accommodate truck/trailer maneuvering, consideration could be given to focusing compaction on some, but not all, stations, or to self-haul only options.  It is useful to note that the interest in compaction was originally tied to the assumption of rail-hauling wastes out-of-county after Cedar Hills closes.  Based on the Cedar Hills Facility Master Plan, adopted by Council, management strategies for keeping disposal rates low involve retaining Cedar Hills as a resource as long as possible.  The departure of tonnage from Bellevue and the four Point Cities may further reduce tonnage disposed at Cedar Hills, and potentially further extend the capacity of that resource.  

Combined with a strategy of increasing the regional direct differential—which in the past has diverted as much as 257,000 tons from the transfer network—a review of the need for compaction at each station may be warranted.  This could allow greater size flexibility at some stations.  From the projected tonnage capacity of the first two stations in the network, it appears reasonable to conclude that a fully built-out system will substantially exceed the capacity needs of the region in tonnage terms.  While it may be useful to focus on the ultimate ratepayer costs as impacted by added hauler expenses, a network of stations with reduced tonnage capacity would reasonably deal with that concern—with reduced capital costs.   
 
Options for Policy Issue 3
1. Direct staff to seek information regarding the relationship between the size of the proposed facilities and the use of waste compaction at each facility.  Direct staff to pursue a clear description of the impact on sizing that results from the incorporation of compaction capacity, and the revision in sizing that could result were that capacity to be deferred or not included.

2. Direct staff to seek capacity and demand projections.  Direct staff to seek a clear statement of tonnage and transaction capacity of a fully built system as envisaged by the Base Plan, as well as of individual stations—together with tonnage and transaction demand information, both system-wide and per-station. 

Policy Issue 4
Do financial conditions associated with the proposal of the Transfer Plan Review Draft Report, and other associated conditions, support the anticipated rate adjustment proposal from the Executive for the 2015-16 rate period?

Discussion:  In 2012, the Council approved a rate adjustment requested by the Executive for the Solid Waste Division.  That action raised solid waste “tipping fees” from $109.00 per ton to $121.75 per ton for the period between 2013 and 2014.  The rate took effect on January 1 2013.  

It was anticipated that a new rate proposal would be directed to Council in mid-2014, to become effective in January 2015.  Staff anticipates transmittal of a proposal in late spring/summer of 2014. 

It is noted, however, that a number of significant program expenses that had been anticipated, including expenses associated with the recommendations of the Draft Report of the Transfer Plan Review, will be less than anticipated.  These include:

· Defer Northeast  Deferring the initiation of planning and siting work on the Northeast Recycling and Transfer Station pending further developments.  The Executive has $5,966,624 available in appropriated projected capital expenditures for the current biennium for the Northeast station.  With this proposed deferral of project initiation, the Council should reconsider the timing of that projected funding pending further clarification of project timing.  
· Cedar Hills Rent  Cedar Hills Landfill, owned by King County, currently directs rental payments to the County’s General Fund.  Based on value calculations prepared a number of years ago when the Landfill was expected to reach capacity in 2015, the rental payments from Solid Waste revenues decline by $6 million in 2014 from the 2013 level.
· Bow Lake Refinance  In February 2013, the Council refinanced the Bond Anticipation Notes that had supported construction of the Bow Lake Transfer and Recycling Station, based on a bond sale of $77 million.  That bond sale, based on the assumption of continued participation of cities in the Solid Waste federated system through 2040, had an interest rate that reflected a continuing long-term revenue stream from the federated system; favorable rates resulted in a significant cost savings to the Solid Waste Division in repayment of bonds.

Options for Policy Issue 4

1. Deferral of Rate Increase:  Budget Proviso  Direct staff to pursue the potential to defer an anticipated rate increase recommendation in the solid waste “tipping fee”, and require the  preparation of an analysis of financial conditions associated with consideration of an anticipated 2015-16 rate proposal. Direct staff to prepare a proviso in the budget requiring this analysis to occur, and report to the council in the form of Proviso Report, concurrent with any proposed rate increase for the 2015-2016 timeframe.

2. Disappropriate most unspent capital funding dedicated to Northeast  Direct staff to prepare materials to disappropriate $5.4 million of the remaining $5.9 million associated with capital funding for the Northeast station
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Policy Area

Water Quality Monitoring by the Wastewater Treatment Division and other King County agencies.

Description

King County’s 2013 Budget (Ordinance 17476) contains a proviso directing the Executive to submit a report by September 1, 2013 as a follow up to the 2012 comprehensive report on changes to the water quality monitoring program.  As specified in Ordinance 17476:

The report shall build upon the 2012 Report on King County’s Water Quality Monitoring Program by providing additional information, analysis and recommendations regarding current and proposed water quality monitoring activities as part of an overall strategic response to changing regulatory issues, public health concerns, liability  management issues, potential upland application of reclaimed water, emerging overlaps and synergy with stormwater National Pollution Discharge Elimination System permit requirements for water quality testing and monitoring and opportunities for coordination with cities, including cost-sharing.  

The council requested the report to provide further information as it enters budget deliberations for 2014.  The 2012 report provided the requested summary of the reasons for and cumulative changes to the water quality monitoring program, but had also contained recommendations for enhancements, restoration or additions of monitoring activities should funding be available.  The council has expressed interest in ensuring that current and potential additional monitoring activities are 1) not duplicative, 2) address emerging regulatory issues and public health concerns 3) assist in verifying and potentially reducing pollution sources; and 4) funded from appropriate sources with cost-sharing opportunities identified.  

Background

Wastewater Treatment Division (WTD) contributions to water quality monitoring were reduced between 2008 and 2011 as a costs savings measure resulting in reductions of monitoring activities primarily in lakes and streams around King County.   By 2011 some councilmembers and representatives of other jurisdictions had raised concerns about overall effect of the cuts and whether some important monitoring activities had been eliminated. 

A 2012 budget proviso resulted in the “2012 Report on King County’s Water Quality Monitoring Program” describing the program and the changes that had been implemented since 2009.  The 2012 report described that changing programmatic needs and a division-wide effort to reprioritize spending which resulted in the monitoring program being reduced by about one-third from $5.6 million in 2008 to $3.7 million in 2011.  

The Wastewater Treatment Division’s main objective in efforts to reduce costs while maintaining the integrity of the monitoring program -- was to continue collecting the highest-priority information.  The division reported that all elements of the WTD Water Quality Monitoring Program were considered in light of the following overall objectives:  

· Maintain essential monitoring support needed for regulatory compliance  
· Maintain the ability to determine the current water quality status of Puget Sound, major lakes, and streams in King County
· Maintain the ability to describe and track water quality changes over time
· Maintain the ability to relate changes in conditions to land use or climate change where and when possible
· Maintain the ability to examine how current conditions or trends may affect pollutant loading to Puget Sound
· Maintain the ability to design and conduct focused water quality assessments that lead to recommendations for water quality and environmental improvements

The 2012 budget proviso had asked for an accounting of what it would cost in 2012 dollars to restore previous cuts from 2008 and 2011. The Executive estimated that restoring program funding to the 2008 level (approximately $2.5 million more, assuming inflation, for monitoring) would result in an estimated 30-cent increase in the monthly sewer rate; restoring funding to the 2010 program level (approximately $1 million more) would result in an approximate 12-cent increase in the monthly sewer rate.

In addition, the report included a ranked list of potential new, restored or expanded/enhanced monitoring activities and provided cost estimates for these.

Though not stipulated by the proviso, as a result of the 2012 review and report, the Executive recommended and the Council approved the addition of $240,000 from wastewater funding (the Water Quality Fund) for water quality studies/monitoring related to Puget Sound and the regulatory environment beginning in 2013.  The new equipment and studies will look at the effects of nutrient loading from wastewater discharges by enhancing quantitative marine phytoplankton monitoring and conducting more extensive surveys of contaminants and their sources in the county’s waters. 

In addition, the Council also appropriated an additional $278,000 to restore certain monitoring activities that had been reduced between 2008 and 2011.  These included stream flow and temperature gauging activity; annual tissue chemistry monitoring in Lake Washington; and stream water quality monitoring at 20 stream sites that had been monitored prior to 2009.  These additional monitoring activities did not result in any reductions in existing water quality monitoring activities; the funding was identified through other capital and operational savings.  

However, the Council felt there was not sufficient information to evaluate the other possible investments in water quality monitoring that would result in new, expanded/enhanced or restored activities.   Councilmembers also expressed concern that there might be duplication of activities by King County agencies and others.  They also wanted to be clear about drivers for additional monitoring activities and the benefits to King County residents.  Therefore the Council included a follow-up proviso in the 2013 budget.  

In response the Executive transmitted the “2013 Report on King County’s Water Quality Monitoring Program.” The report submitted by the Executive provides separate sections describing emerging issues and additional information regarding monitoring activities as a part of an overall strategic response to:

· changing regulatory issues;
· public health concerns;
· liability management issues; 
· potential upland application of reclaimed water
· emerging overlaps and synergy with stormwater National Pollution Discharge Elimination System (NPDES) permit requirements for water quality testing and monitoring; and
· opportunities for coordination with cities, including cost-sharing.

Section 2 of the report describes the water quality monitoring activities of King County and differentiates them by funding source.  Complementary, but non-duplicative activities are funded by 1) the Water Quality Fund (funded by wastewater ratepayers in WTD’s service area), 2) King County’s Surface Water Management Fund (supported by landowners in unincorporated King County), 3) the King County Flood Control District (paid by landowners throughout King County), and 4) the Environmental Protection Agency.

Section 3 describes issues that may influence King County’s water quality monitoring program in the future.  

Regulatory Issues
Four issues or potential changes to regulations and permits were identified as potential drivers for the need for new or additional monitoring information in coming years.  These issues are:

1. Freshwater Sediment Management Standards – which will likely impact cleanup at contaminated sediment sites and permitting requirements for source discharge; 
2. Fish Consumption Rates Used in Human Health-Based Water Quality Standards – which could lead to additional monitoring with specialized laboratory quantification of toxic contaminants in surface water, sediment and tissues; 
3. Implementation of Total Maximum Daily Loads (TMDLs) and Incorporation into NPDES Permits – may force King County to implement increased stormwater or wastewater treatment technologies to meet the TMDL requirements.  Ensuring accurate and high quality information on the level of and associated ecological impacts of contaminants in surface waters and nitrogen in Puget Sound (including nitrogen from WTD’s effluent) are important to establishing/minimizing King County’s responsibilities; and.
4. Combined Sewer Overflow (CSO) Control Plan and Consent Decree – including implementation of the CSO Water Quality Assessment and Monitoring Study.


Public Health
Public health concerns drive the need for on-going and potentially additional monitoring regarding sewage treatment via on-site septic systems; sewage overflows and spills; combined sewer overflows, illicit discharges to surface waters or municipal stormwater systems; maintaining safe swimming in surface waters.

Liability Issues
Liability issues are discussed with regard to sediment cleanup in various waterways, Elliott Bay and elsewhere.  The report does not include a broader discussion regarding the role of ‘proactive’ monitoring to establish that King County activities (primarily from its wastewater operations) are not responsible for water pollution.  

As Council staff has noted before, the general purpose of much of the water quality monitoring is to measure and determine if any additional actions or activities need to be pursued, if the data shows that there is decrease in water quality (including depositions chemicals and metals in sediments that may affect the organisms, fish and people).  The monitoring of the water quality allows WTD to know whether any of its facilities and processes are having impacts.  

The monitoring also allows WTD to monitor ambient water quality to show that certain conditions exist in the absence of WTD facilities (for example the new study regarding emerging contaminants may show that these contaminants exist even where there are no WTD outfalls – and are therefore coming from other sources such as atmospheric depositions or stormwater).  

The concern regarding reductions in water quality monitoring is that some data collection may no longer be sufficient to track ambient water quality in areas where WTD does not have facilities.  The division is meeting regulatory standards for information it has to track.  It is not necessarily collecting information to help protect it from inquiries or accusations in the future that its water quality protections are inadequate.  


Potential Upland Application of Reclaimed Water
Groundwater monitoring activities (tracking potential changes compared to past baseline monitoring) for upland application of reclaimed water in the Sammamish Valley are briefly described in the report. Additional monitoring is not recommended by the Executive.  However, council staff anticipates the changing regulatory environment may make upland deposit of effluent/reclaimed water an attractive alternative to very expensive investments in treatment plants to achieve higher levels of treatment for effluent that is discharged to Puget Sound. To be able to consider these alternatives, at some point, King County may want to start baseline groundwater studies in the vicinity of potential reclaimed water discharge locations.  

Stormwater NPDES Permits
The recently reissued stormwater NPDES permit will establish a Puget Sound-wide regionally coordinated monitoring program across jurisdictions located in watersheds that drain to Puget Sound.  Permittees will pay a pro-rated population-based amount into a fund that will be managed by Ecology with oversight of the monitoring provided by reports to the Stormwater Work Group comprised of representatives from local jurisdictions, state agencies, federal agencies, environmental groups, business, and agriculture.	

Other emerging issues that may drive monitoring activities or the program structure in the future may include addressing stormwater retrofit needs, floodplain management and recovery of Puget Sound.  King County’s adopted Strategic Climate Action Plan also calls for the water quality monitoring program to measure and sufficiently track rainfall stream and river flows, and surface water temperatures as key indicators.  There may be other future needs related to climate change such as monitoring ocean acidification.

Finally, amongst the emerging issues is the monitoring of pharmaceuticals, personal care products and other emerging contaminants of concern.  These contaminants are not routinely tested in water or sediments but researchers have found these chemicals in surface waters worldwide and some have noted effects to aquatic organisms.  In 2013, testing of toxic chemicals was expanded in King County’s program to include chemicals that accumulate in fish tissue in Lake Washington and include investigations into the sources of a variety of toxic chemicals.

Section 4 summarizes opportunities for coordination and cost-sharing of water quality monitoring.  It describes the activities of cities, state and federal agencies in King County waters.

Attached at the end of the report, as requested by the proviso, is an updated list (Table A1 – also attached to this issue paper) of potential monitoring activities, should funds be made available – that includes more background information, a description of how the monitoring activity would benefit King County residents, what existing or new need/requirement the monitoring is responsive to.  The annual cost estimate for the activity is also updated.   Not all of the potential monitoring activities are recommended or appropriate for wastewater funding.

Policy Issues

Policy Issue 1

In 2013 the Water Quality Fund will pay off the interfund loan that was made several years ago to retire short-term, variable rate debt.  (The interest rates on the bonds were rising at an unacceptable rate during the economic recession when the financial markets were unstable).   The financial plan assumes the $20 million previously used for the loan repayment will instead transfer to the capital program for direct payments (not loan payments) on capital projects beginning in 2014.

There is about $1 million of additional monitoring activities that has been identified in the Executive’s report that might be shouldered exclusively or primarily by WTD.  There is another $1.6 million that might be funded in part by WTD but would appropriately be shared with other local, state and possibly federal agencies.  

This may be an opportune time, should the Council choose, to make more investments in monitoring activities where they would benefit King County residents and ratepayers, considering WTD is reducing its borrowing and using more the rate for direct capital expenditures.  If water quality monitoring investments were to start in 2014, this would require some adjustments to either operating, capital or reserve budget assumptions in the current biennial financial plan and ultimately an adjustment in the rates starting in 2015.  Utilizing the current general rule for operating and capital expenses in the wastewater financial plan, $1 million in additional water quality monitoring costs would raise the rate by 13 cents in 2015.  If adjusting capital expenditures, roughly every additional $10 million in borrowing is equal to an additional 8 cents on the rate.

Next Steps:	Members may wish to consider the relative value of investments in the following major categories:  

	Category / Description
	Estimated Annual Cost

	Proactive monitoring and evaluation of waters impacted and not impacted by discharges made by King County’s wastewater treatment facilities. (These would include secondary treatment facilities, MBR treatment facilities, and CSO treatment facilities and CSO overflows.)   As noted above, sometimes the best defense is a good offense. It may be beneficial to gain greater knowledge and understanding about both marine and fresh waters and the question of whether effluent or discharges in King County waters are related to other water quality problems identified by federal and state agencies.
	$920,000

	Proactive monitoring to establish baselines and additional data for alternative sites (other than marine waters) for effluent discharge.
	$91,000

	Sufficient and/or additional monitoring to ensure public health is being protected, especially in areas where the general public has regular contact waters.  King County’s expertise and resources for monitoring, detecting and investigating pollution sources are valued by other agencies and cities.
	$426,000

	Monitoring and evaluation of sediments, water chemistry, temperature, plants, animals and habitat as a comprehensive measurement of water quality improvement and degradation.  These monitoring efforts sometimes also overlap and provide important information in support of salmon and other fish recovery efforts.
	$1,110,000

	Testing for ‘new’ or an expanded list of chemicals and contaminants in local waters.
	$50,000

	Total Estimated Annual Cost
	$2,597,000



Option 1: If councilmembers are interested in restoring some or all of the monitoring described above, staff can develop a financing proposal. As a reminder, for each $1 million of additional monitoring paid for by the water quality fund, the future wastewater rate will need to increase by about $0.13 per month.  

Option 2: The Council could include a proviso in the 2014 budget proposal to require the Executive to examine each of these additional testing options, determine which agencies are the appropriate funders of the monitoring and provide a recommendation and financing plan for assuring the monitoring is accomplished.  

Option 3: Take no action. This option would concur that the recently enhanced monitoring activities are at a level the councilmembers are currently comfortable with. 
[bookmark: _GoBack]
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Policy Area

Airport Strategic Planning

Background

King County owns and operates King County International Airport (KCIA), which is also known as Boeing Field.  Operating more than 260,000 take-offs and landings annually, it is the 36th busiest airport in the nation, and ranks 30th in terms of cargo handled.  More than 4,900 people are employed at KCIA for 150 employers and studies indicate that the Airport generates over $68 million annually in state and local taxes and indirectly supports more than 12,500 jobs. The airport is a self-supporting enterprise, with the exception of capital grants from the Federal Aviation Administration.  Over 70 percent of Airport operating revenues come from ground and building leases, fees comprise 18 - 20 percent of revenues and miscellaneous sources amount to approximately 10 percent of revenues.  The following budget table reflects the past two adopted biennial budgets.

	2013-2014 Adopted Biennial Budget – Does not include changes adopted via mid-biennium ordinances
	2012-2013
Adopted
	2013-2014
Adopted

	Budget Appropriation
	
	

	     Section: Airport Administration
	$9,662,427
	$10,096,895

	          FTE: 
	13.00
	13.00

	     Section: Airport Engineering
	$865,498
	$454,014

	          FTE: 
	3.00
	3.00

	     Section: Maintenance & Oper.
	$18,503,035
	$19,223,558

	          FTE: 
	28.00
	28.00

	     Section: Community Relations
	$678,046
	662,948

	          FTE: 
	2.00
	2.00

	
	
	

	Total Appropriation – All Sections
	$29,709,006
	$30,437,415

	Total FTEs – All Sections
	46.00
	46.00

	TLTs (for entire appropriation)
	0.00
	0.00

	
	
	

	Estimated Revenues
	$34,456,850
	$34,400,488

	Major Revenue Sources
	Ground leases, fuel fees, landing fees, FAA



In 2004, Council adopted the Airport Master Plan, consistent with Federal Aviation Administration (FAA) requirements.  This largely technical document also identifies the Mission Statement for KCIA:

"The mission of the King County International Airport is to support the national air transportation system and the economic vitality of the county by providing safe and continuous general aviation services to King County businesses and residents and serving as a gateway to the county.  In fulfilling this mission, the Airport will strive to be a good neighbor and to provide high quality facilities to Airport tenant and operators in an efficient and fiscally prudent manner."

Last year, during the 2013-2014 biennial budget process, the Executive identified that expenses could outpace revenues in coming years (likely by 2017 or 2018) and potentially require the General Fund to support KCIA.  As a result, Council authorized funding for a KCIA strategic planning effort.  While this effort gathered significant understanding of national and regional demand and background conditions, it focused largely on two identified problems:

1) Costs are growing and revenue is remaining relatively flat; and
2) There are competing demands for the limited space at the airport.

The answers to these questions included concepts like:

· Reduce expenses and expense growth through specific activities; and 
· Identify new properties for acquisition and potential growth.

While these are important questions, they are not strategic questions. In addition the answers assume that the current strategic direction – continued County ownership and operation of KCIA - is sufficient and supported.

Policy Issues

Policy Issue 1
Strategic Direction Question: Why does King County government own and operate an airport?

There are a variety of options for ownership and operation of an airport.  Currently, King County holds those roles based on a historic vote of the people to ensure that facilities were co-located with one of the region's largest employers and economic engines – Boeing.  The role of the airport continues to meet that interest as well as a number of other regional and national interests, including providing a convenient location for the United Parcel Service, corporate aviation and Air National Guard.

The mission statement of KCIA largely speaks to it serving as an airport (moving goods and people in the air).  It also references some economic vitality benefit for the county.  In traditional strategic planning, leaders regularly question the mission and status quo to either confirm their current direction or identify opportunities broaden or refocus their goals.  Some questions that might be asked, include:

· Is the current mission sufficient or reflective of KCIA’s role as a multi-billion dollar economic engine?
· What is the relationship of KCIA to the region's Prosperity Partnership and its economic clusters for development and growth?
· If the role (and mission) of KCIA is greater than "supporting the national air transportation system" what should guide staff in their exploration of alternatives?

These questions and the strategic planning to-date have mostly remained with the operational leadership and management of the airport.  When Executive leadership reviewed the initial draft of the division's strategic business plan, they found that in fact more work was necessary because the questions being explored turned out to be very narrow and focused on solving only the problem directly in front of the airport (revenue and expense imbalance). 

Next Steps
A traditional process would have the Executive and division continue working on the strategic plan with the Airport Roundtable (a coalition of tenants and stakeholders); inclusion of some Council staff interactions; and then possible transmittal of the final product for Council review and potential changes (though transmittal of a KCIA Strategic Plan is not required.  This plan would be used by the division to update their Airport Master Plan per FAA requirements.  The master plan, however, would need to be transmitted for adoption by Council.

From a timing perspective, input during first quarter 2014 is critical to specific business planning activities, including long term lease renewals, rates and agreements, as well as County biennial budget planning.

Policy Question: Does Council have an interest in exploring a strategic question like:

"Why does (or should) King County government have and operate an airport?"

Options for Policy Issue 1
	
Option 1: 	Continue on traditional path, anticipating deliberations during the 2015-2016 biennial budget process.

Option 2:	Explore Council Committee or Special meeting, such as joint meetings with the Executive 

Option 3:	Require that an analysis of the efficacy of the County continuing to own and operate an airport be included as part of any long-term planning effort. 
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Policy Area
This is a broad overview of King County's indirect costs for services.  The analysis goal is to define King County's overhead and internal service fund (ISF) expenses, determine how much the County spends on these services, and to understand what value is received from them.

Further Discussion

Previous Study:  Although the 2000 overhead analysis study occurred 13 years ago, it was a beneficial study and many of the recommendations have been implemented:
1. The Office of Performance, Strategy and Budget (PSB) provides more guidelines on how administrative costs are handled.
2. PSB looks closely at the methodologies and practices for internal service funds and other rate setting departments.
3. Financial policies are being updated.
4. The new county financial system is designed to provide timely reporting and will have the capability to track supplemental adjustments to the budget.
5. The County Auditor has reviewed some individual department overhead rates.
6. Budgets, as of this year, will not include under expenditure contras.

Guidelines for Allocating Costs:  As noted at the Week One Panel meeting, the Government Finance Officers Association (GFOA) recommends that governments follow specific steps when considering an internal service pricing system.  The steps include identifying goals, developing an allocation strategy, and determining the cost of services.  These guidelines also stressed that the basis for allocation be clear and that potential drawbacks be examined.  

According to the State Auditor's 2011 audit for local government overhead costs, governments should develop and maintain allocation plans that specify how overhead costs will be allocated.  These plans should be updated annually and should clearly state which costs will be allocated, how the process will work, and the rationale for key decisions.  

PSB meets this standard by annually reviewing indirect service costs and outlining the overhead methodology that will distribute costs to agencies using the service.  PSB is responsible for identifying the cost pools, measuring the cost pools, and determining the allocation basis. The Finance and Business Operations Division (FBOD) is responsible for gathering the allocation data, performing the actual allocation, organizing, and publishing the plan.  Attachment A to this staff report is the cost allocation letter sent to the Chair of the Council last May as part of the annual rate setting by PSB.

The following comparative bar graph is provided to help visualize the overall 2014 costs across the county:

When viewed as a whole, the  annual expenses that make up the Central Rates for all county budgets in 2014 are approximately $700 million, as shown in the below pie chart below.






These funds recover the costs of their operations by charging other County funds for the services they provide.  Although some appear quite high, the allocation methodology may warrant the cost.  For instance, Employee Benefits costs, although high, reflect major savings that have been achieved by the County over the past several years.  In particular, through the health reform initiative begun in 2010 when $37 million in savings was saved through a three year agreement that capped yearly out-of-pocket expenses and increased generic prescription drugs policies that were achieved as a result of the 2010-2012 benefits agreement that increased employees' point-of-service expenses and encouraged greater use of generic prescription drugs.  (The benefits package includes health, dental vision and life insurance costs for eligible employees.) 

King County self-administers its workers’ compensation program (self-insured).  Industrial insurance covers medical payments, time loss payments, disability benefits, excess insurance premiums and state fees.  The basis is previous claims.  Safety and Claims has worked to reduce claims and get employees back to work faster.

Other areas also do not allow much flexibility in the allocation methodology.  For instance, the County contributes to state administered retirement systems (PERS, PSERS, and LEOFF).  These rates are set by the state for County collection.  The State Actuary evaluates retirement plans each year and recommends the employer contribution rates.  

A three year look at county budget rates (in Hyperion) also helps show the rate of growth in each area:  






Allocation methodologies for benefits, retirement, debt industrial insurance, risk management are tailored to distinct categories with long term commitments and little opportunity to affect the rate.  For instance, long term debt must be paid and insurance must be provided and is usually provided through contracts and charged to agencies.  Opportunities for adjusting these rates occur either at the time of contract or policy decision.  Similarly, changes to the benefits package that could lead to slower growth in the benefits central rate charge must be negotiated with labor.

Flexibility tailored to individual services can be achieved in other central rates.  As an example, King County Information Technology (KCIT) has tailored the provision of service through a service catalog for agencies.  The more services that can be standardized, the more stable the service cost will be for another agency.  However, if an agency requests a specialized service, the rate for that service increases the agency charge.  This new methodology offers choices within the rate area.

Finding:  Allocation areas that may present opportunities for further analysis include technology, facilities, and finance.  

As an example of an allocation methodology that could be revisited, beginning in 2009, FMD began charging for strategic initiatives as a method of funding countywide space plan work.  In 2011, the scope was expanded to cover the costs of the FMD Energy Manager position in addition to the space planning effort.  

Growth Rates:  The rate of cost growth to provide services may present a "picture" of areas that could also be managed in a different way.  The table below looks at the growth of each area from 2012 to 2014.  (Although the table does not show long term trends, it is an indicator of current charges.)

	Category
	Central Rates Included
	Growth Rate              (2012 to 2013)
	Growth Rate                 (2013 to 2014)

	Benefits2
	Flex Rate for employees
	3%
	6%

	Retirement
	Retirement for all employees
	12%
	12%

	Technology3
	GIS, KCIT Operating, KCIT Capital, Telecom, Radio
	8%
	9%

	Facilities
	FMD, Major Maintenance, Security Screeners, Long Term Leases
	-3%
	8%

	LTGO Debt
	Principal and Interest on Outstanding Debt
	26%
	0%

	Finance and Management
	FBOD, BRC
	7%
	12%

	Industrial Insurance  
	Safety and Claims, Workers Comp
	2%
	4%

	General Fund Overhead4
	Legislative, HR, Budget, Building Occupancy, Budget, Other GF services 
	6%
	5%

	Risk Management
	Self Insured Risk
	6%
	1%

	Motor Pool and Equipment
	Motor Pool, Roads, Wastewater and Public Works Equipment
	8%
	6%

	Legal5
	PAO Civil Services
	23%
	5%

	2 The Benefits Flex Rate increase in 2014 is actually 4%.  The additional increase in total cost reflects the addition of Department of Public Defense employees.

	3 KCIT capital project budgets for 2014 will remain at 2013 levels.  These changes were not made in the central rate budgets; however the technology total has been adjusted to reflect this policy direction.

	4 General Fund Overhead charges are only budgeted in Non-General Fund agencies.

	5 PAO Legal charges are only budgeted in Non-General Fund agencies.



Another way to view the same growth rate data is shown in the table below:



Finding:  When considering the growth rates, finance, technology, and facilities again show growth, larger than other centralized services and could be further investigated.  

Departmental and Division Overhead
Agency administrative costs – or departmental overhead – are also passed on to their divisions.  The County Auditor conducted the 2012 Emergency Medical Services (EMS) Performance Audit and Financial Review and published the report in September.  That report provides some insight into Public Health overhead charges to its divisions.  

The County's new financial system has changed the method used to distribute this overhead.  King County replaced the ARMS financial system with the Oracle Enterprise Business Solutions system (EBS), which did not have the capacity to distribute overhead using full-time equivalents (FTEs).  Instead, EBS distributes overhead according to earnings on a countywide basis.  (The earnings-based method of distributing overhead includes salaries for regular and temporary employees, as well as overtime.)  

According to the County Auditor, for agencies with higher earnings and fewer FTEs, such as Emergency Medical Services (EMS) paramedics, the costs can increase with the change to this new earnings-based methodology.  However, in the Public Health Department this new methodology primarily benefits the Community Health Services (CHS) Division because it has many staff with lower overall earnings, and disadvantages EMS because it has fewer staff with higher overall earnings.  

The County Auditor’s Office Performance Audit and 2012 Financial Review of the Emergency Medical Services Levy discusses the change.  The report includes the chart below showing the difference in FTEs and earnings between divisions in Public Health.  These differences result in the change from overhead distribution based on FTEs to distribution based on earnings to have disproportionate effects on Public Health divisions.  

Differences between FTE vs. Earnings for Departmental Overhead
[image: ]

Departmental overhead charges should be distributed according to benefits received by the division, or another reasonable and consistent basis.  Areas usually passed on to divisions include the administrative cost for running the department such as the director's office and finance officers, possibly technology costs, or payroll administration.  What is unknown is whether these methodologies are consistently applied by departments countywide.  The County may wish to examine the best methodology for charging divisions for departmental administrative costs.  

Finding:  Due to the change in methodology for departmental overhead during the migration to the new financial system, 2014 may be an opportune time to review the effects of that change on County departments and divisions.



Policy Issues

Policy Issue 1 –County Overhead Methodologies and Central Rate Growth 
Opportunities for review of allocation methodology and an examination of growth rates are shown consistently in the areas of finance, technology and facilities charges.  In addition, departmental/division overhead charges may be considered for review countywide with the use of the new financial system.

Option 1:  Continue analysis

Option 2:	Direct staff to develop a proviso that would ask PSB, or possibly a consultant, to conduct a study of central rate methodologies to control growth in the areas of finance, technology and facilities, as well as a review of department overhead charges countywide.  

Option 3:	Close issue and rely on PSB's ongoing review and analysis of overhead charges.
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2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	2026	2027	2028	2029	2030	2031	2032	2033	2034	2035	2036	2037	2038	2039	2040	1.35122018683838E-2	0.1615429775019	0.19587164553792999	0.257967111079967	0.428935382672535	0.42451435923472702	1.346701123754001	1.3613087493181939	1.3764414219620871	1.393805256898075	1.4143674489632221	1.435376496869786	1.4596695470302761	1.484524012202578	1.5100497322078199	1.5362260000511541	1.5676200263532969	1.5745824715774039	1.581754247243667	1.587964352912971	1.5837890537197621	1.4518173097303699	1.4264701667174551	1.374776439462803	1.218136379545985	1.0942944680284461	Base Plan Cost	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	2026	2027	2028	2029	2030	2031	2032	2033	2034	2035	2036	2037	2038	2039	2040	0.198357047057242	0.45550511475250799	0.52791479873964497	0.72405493123751397	0.84752110030097205	0.95196961192163398	1.085635079206825	1.080839341695143	1.0784573266170281	1.08036209725682	1.088411948292874	1.0973203541932419	1.112538392525807	1.128835091009172	1.146421487530692	1.1652577972436631	1.1941191116458669	1.176039442327508	1.158361964617058	1.0884826986531699	0.93632636156788396	0.67743700080637603	0.59067500770571102	0.38649615002758098	0.1137948863682	8.3183922834943497E-4	
Central Rate Budgets 2014
Benefits	2014	210422675.87938499	Retirement	2014	92717299.284828797	Technology	2014	85743313.566627994	Facilities	2014	69931306.366404295	LTGO Debt	2014	66831590.000004001	Finance and Management	2014	39308097.036572702	Industrial Insurance  	2014	36318657.595514499	General Fund Overhead	2014	34315312.5599626	Risk Management	2014	33629098.840000004	Motor Pool and Equipment	2014	24778920.199999999	Legal	2014	7586070.4500000002	
2014 Proposed Central Rates by Category - $701.5 Million
2014	LTGO Debt
 $66,831,590 

Benefits	Retirement	Technology	Facilities	LTGO Debt	Finance and Management	Industrial Insurance  	General Fund Overhead	Risk Management	Motor Pool and Equipment	Legal	210422675.87938499	92717299.284828797	85743313.566627994	69931306.366404295	66831590.000004001	39308097.036572702	36318657.595514499	34315312.5599626	33629098.840000004	24778920.199999999	7586070.4500000002	Budgeted Central Rates (2012-2014)
2012	Benefits	Retirement	Technology	Facilities	LTGO Debt	Finance and Management	Industrial Insurance  	General Fund Overhead	Risk Management	Motor Pool and Equipment	Legal	192513943.00016299	74003361.999845594	72880726.999640897	66352358.9999488	53267839.000004001	32999038.999956802	34291947.999974102	30705412.999963999	31410110.999960002	21769729.999996401	5845948.0000403998	2013	Benefits	Retirement	Technology	Facilities	LTGO Debt	Finance and Management	Industrial Insurance  	General Fund Overhead	Risk Management	Motor Pool and Equipment	Legal	197944009.25872999	83016268.076110199	78470484.354478896	64685184.470416903	66969027.000004001	35192489.029653601	34814072.801650599	32613286.2770717	33166145.48	23486152	7199600.5700399997	2014	Benefits	Retirement	Technology	Facilities	LTGO Debt	Finance and Management	Industrial Insurance  	General Fund Overhead	Risk Management	Motor Pool and Equipment	Legal	210422675.87938499	92717299.284828797	85743313.566627994	69931306.366404295	66831590.000004001	39308097.036572702	36318657.595514499	34315312.5599626	33629098.840000004	24778920.199999999	7586070.4500000002	

Comparison of Annual Growth Rates for Central Rates
Growth:2013/2012	
Facilities	Industrial Insurance  	Risk Management	Benefits	General Fund Overhead	Motor Pool and Equipment	Technology	Finance and Management	Retirement	LTGO Debt	Legal	-2.5126077725935302E-2	1.52258717316651E-2	5.5906662668025603E-2	2.8206093407801398E-2	6.21347538009005E-2	7.8844432154366706E-2	7.6697332545347094E-2	6.6470118408588894E-2	0.121790494819458	0.25721313755564501	0.23155398747820599	Growth: 2014:2013	
Facilities	Industrial Insurance  	Risk Management	Benefits	General Fund Overhead	Motor Pool and Equipment	Technology	Finance and Management	Retirement	LTGO Debt	Legal	8.1102372033685602E-2	4.3217718376016498E-2	1.3958612111834899E-2	6.3041395732996303E-2	5.2188125674640602E-2	5.5043848817805503E-2	9.2682354033843006E-2	0.116945635855743	0.116856990003749	-2.0522472276622802E-3	5.3679350152872903E-2	
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