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Metropolitan King County Council
Budget & Fiscal Management Committee 
2012 Budget
BUDGET RECONCILIATION


	Analyst:
	Paul Carlson 
John Resha



DIVISION/PROGRAM NAME-ROAD SERVICES DIVISION  

BUDGET TABLE

	BIENNIUM BUDGET – Table does not include changes adopted via mid-biennium ordinances
	2010-2011
Adopted
	2012-2013
Proposed
	% Change 2012-13 v. 2010-11

	Budget Appropriation
	
	
	

	     Section: Administration
	$53,280,028
	$50,370,521
	-5.5%

	          FTE:
	43
	48
	11.6%

	     Section: Engineering Services
	$11,736,343
	$13,218,829
	12.6%

	          FTE: 
	147
	125
	-15%

	     Section: Maintenance
	$84,056,776
	$67,069,106
	-20.2%

	          FTE: 
	295.85
	240.25
	-18.8%

	     Section: Traffic Engineering
	$25,645,577
	$24,369,300
	-5%

	          FTE: 
	84.1
	70.5
	-16.2%

	     Section:  CIP
	$4,667,564
	0
	-100%

	          FTE:
	18.6
	0
	-100%

	
	
	
	

	Total Appropriation – All Sections
	$179,386,288
	$155,027,751
	-13.6%

	Total FTEs – All Sections
	588.55
	483.75
	-17.8%

	TLTs (for entire appropriation)
	9.75
	3.45
	-64.6%

	
	
	
	

	Roads Construction Transfer
	$72,397,784
	$59,396,833
	-18 %

	Stormwater Decant Program
	$1,236,737
	$724,719
	-41.4%

	Roads CIP
	$246,818,243
	$91,759,000
	-62.8%

	Estimated Revenues
	$255,554,511
	$213,534,463
	-16.3%

	Major Revenue Sources
	Road levy, share of state gas tax receipts, reimbursable fees for services, grants, mitigation payments



ISSUES

ISSUE 1 – REVENUE

Revenues for 2012-2013 are estimated at $213.5 million, a 16.3% drop from the 2010-2011 estimate of $255.5 million.  Looking ahead to 2014-2017, the Road Services Division (RSD) financial plan projects small revenue increases ($1.6-$5 million) in each year except 2016.[footnoteRef:1]  However, these projections do not factor in the impact of upcoming annexations.  The potential is for a larger loss of revenue to RSD in the future, raising again the Council’s longstanding concerns about adequate planning for the consequences of annexation. [1: The financial plan projects a $4 million asset sale in 2015.  This sale results in a financial plan revenue increase in 2015 and a subsequent decrease in 2016 without this one-time revenue.] 


Council staff identified two issues of note relative to the RSD Financial Plan:

1. RSD’S financial plan relies on an earlier property tax forecast from the Office of Economic and Financial Analysis (OEFA) rather than the current adopted forecast; and

2. RSD was allowed to assume no negative financial impacts from annexations in its financial plan. 

The Physical Environment Panel directed staff to identify options to address this issue.

In working with the Executive and RSD staff, an updated financial plan was forwarded to Council staff that:

· Adjusts revenue estimates to be consistent with the approved forecast;
· Adjusts revenue estimates to be consistent with anticipated annexations;
· Maintains original appropriation request; and
· Adds a spending restriction to account for the potential annexations. This restriction is proposed for in the financial plan, but would not be explicitly mentioned in the budget.  However, the effect of this financial plan notation is intended to prevent expenditures if annexations move forward in 2012-2013 that will impact RSD's revenues.  

On October 27, 2011, Governor Gregoire proposed a supplemental budget which would eliminate the annexation sales tax credit.  If this proposal remains as part of the package of state reductions, this could have an adverse effect on those cities poised to seek voter approval for annexations, such as Burien and Renton.  

If these annexations proceed, this would result in a $6.4 million loss of revenue to the Division for the 2012-2013 biennium.  The Executive's revised approach relies on acknowledging the possibility of reduced revenues, noting that the revenue losses would occur in the second half of the biennium, and waiting for the 2013-2014 biennial budget process to identify the specific expenditure, FTE and service reductions.

Option 1:	Approve financial plan as revised by the Executive and Division, and direct staff to include a proviso that requires the Division to detail the expenditure and FTE reductions associated with each of the annexations in 2012-2013 biennium.

Option 2:	Reduce the expenditure appropriation authority by the amount of the revenue associated with annexations.

Option 3:	Approve the budget as originally transmitted.

ISSUE 2 – THE ORGANIZATION AND STAFFING OF ROADS SERVICES DIVISION

The Executive's proposed budget changes the RSD organizational structure from the 2010-2011 submittal. Additionally, these changes are a central element of the Strategic Plan for Road Services (SPRS) implementation process.  Staff's review was directed at determining the viability of the proposed reorganization to implement SPRS, promote efficiency, accomplish work program goals and help to identify solutions to the funding crisis.  The Executive's proposed changes focused the organization into two functional areas:

Operations	Under the oversight of the re-purposed County Roads Engineer overseeing all engineering, construction and maintenance functions in two large groups, the Road Operations & Maintenance Unit and the Traffic & Engineering Services Unit

Administration	Under the oversight of a newly created Deputy Director position overseeing all administration, finance, technology and planning functions

Council staff conducted an extensive analysis of the RSD organization as adopted with the 2010-2011 biennial budget and as proposed with the 2012-2013 biennial budget and found that the Executive’s proposed submittal:

· Moved toward a consolidation of administration, financial and reporting functions with the creation of an Administration section;
· Retained some administrative, financial and reporting redundancy in sections outside of the proposed Administration section; and 
· Created a new layer of management, without improving RSD's span of control.

Revised Organizational Approach
The Physical Environment Panel directed Council staff to identify options to address redundant silos and span of control issues, and evaluate the potentials for a more cohesive, direct delivery of preservation and maintenance services.

As a consequence of further discussions between Council staff and RSD, a revised approach to the organization is being proposed.  This new approach achieves:

· A 1:10 span of control ratio with four additional management and supervision positions being repurposed into 4 front-line service delivery positions.
· The combination of the Division Director and County Road Engineer functions, resulting in the elimination of a senior management position which will allow the addition of a truck driver II FTE, a utility driver II FTE and the associated vehicle and materials expenses.
· A focusing of administration function into a single section with three units as opposed to more than ten units spread throughout the Division.
· An asset-aligned[footnoteRef:2] engineering services, allowing for RSD's flexibility to respond to changes in preservation needs and available resources. [2: Assets include bridges, drainages, roadways.] 

· An organization focused on direct delivery of services, with 80% of FTEs primarily focused on preservation and maintenance as prioritized through the Strategic Plan for Road Services.

Furthermore, RSD is committed to organizational improvement using "Lean" methods, which would focus on maximizing the value to preservation and maintenance service delivery while identifying opportunities to streamline and reduce administration and process time. 

The candidate processes for which the Division is expecting to apply this new approach include:

· Budget and financial monitoring and reporting
· Asset management
· Major maintenance by tiers

Attached to this staff report are three charts which represent:
· 2010 RSD organizational structure
· 2012 Executive proposed RSD organizational structure
· 2012 Council staff/RSD revised approach to RSD organizational structure

Option 1:	Direct staff to develop proviso and expenditure restriction to confirm RSD's commitment to:  (1) an emphasis on delivery of preservation and maintenance services over administration; (2) an achievement of a span of control no less than one manager to eight employees; (3) the specific plans describing how the Division will adjust for reduced revenues due to annexations; and (4) an explanation of how the organization will evolve with the completion of major capital improvement projects currently underway.

Option 2:	Approve budget as proposed.

Option 3:	Direct staff to develop further options.






	Analyst:
	Beth Mountsier & Clif Curry



DIVISION/PROGRAM NAME - WASTEWATER TREATMENT DIVISION – OPERATING (4610)

BUDGET TABLE

	
	2011
Adopted
	2012
Proposed
	% Change 2012 v. 2011

	Budget Appropriation
	
	
	

	     Section: WTD Administration
	$33,836,000
	$33,643,060
	-5.6%

	          FTE:
	58
	49
	-15.5%

	     Section: WTD Operations
	64,277,000
	67,690,653
	5.3%

	          FTE: 
	312
	310
	-1%

	     Section: WTD Environmental &
                   Community Services
	11,660,000
	13,134,783
	12.6%

	          FTE: 
	62.5
	65
	4%

	     Section: WTD CIP Planning & 
                   Delivery
	1,271,000
	2,104,085
	6.5%

	          FTE: 
	141.7
	154.7
	9.2%

	     Section   Brightwater (CIP)
	96,000
	47,622
	-50%

	          FTE:
	21
	7
	-66%

	
	
	
	

	Total Appropriation – All Sections
	111,115,816
	116,620,203
	4.9%

	Total FTEs – All Sections
	594.7
	585.7
	-1.5%

	TLTs (for entire appropriation)
	20.43
	8.75
	-57.2%

	Estimated Revenues
	342,095,303
	379,127,263
	11%

	Major Revenue Sources
	Customer Charges; Investment Income; Capacity Charge; Rate Stabilization reserves; Other Income



ISSUES

ISSUE 1 – WATER QUALITY MONITORING   

As noted in previous staff reports, Wastewater Treatment Division (WTD) contributions to water quality monitoring have changed over the last several years including decreases in some monitoring activities as a costs savings measure for WTD's operating budget.  Councilmembers and several other jurisdictions have raised concerns regarding the loss of this water quality data.  WTD leadership had approached other jurisdictions regarding potential cost-sharing to continue collection of this data, but no commitments were secured in 2010 or 2011.    

The Physical Environment Panel requested staff to analyze the costs and offsets to potentially restoring some or all water quality monitoring activities that are below 2010 levels.


Council staff has received some additional information regarding operating and capital budget changes since 2009/10 and the actual monitoring activities that have been reduced and added in lakes, rivers, streams and Puget Sound.  

The following table summarizes some of reductions in various categories of monitoring. The dollar figures are in thousands of dollars. Highlighted are the areas that suffered the most significant cuts. 

	Historic WQ Monitoring Activity
	2011 Changes
	2009
	
2010

	2011
	2012

	Swimming Beaches
	Eliminate:
- Fecal monitoring in May & October
- Toxic algae monitoring in May
	$213
	$286
	$286
	$294

	Large Lakes
	Eliminate:
- 3 temp monitoring points
- 20 lake sediment samples
Reduce sampling sites from 25 to 9
	$1,124
	$1,100
	$727
	$732

	Stream Quality
	Reduce number of monitoring sites
Reduce resources for source tracking

	$663
	$822
	$505
	$528

	Marine Waters
	Eliminate metal bioaccumulation tests
Reduce redundant sampling sites
Reduce phytoplankton sampling
	$1,334
	$1,542
	$1,357
	$1,396

	Stream Flow & Temp
	Reduce analysis time by half
	$251
	$270
	$270
	$279

	Stream Macro-invertebrate
	Reduce sampling sites from 130 to 90
	$96
	$125
	$125
	$129

	Surcharge Program (IW Discharges)
	Reduce sampling frequency for facilities with sampling history
	$290
	$303
	$200
	$206

	Metals Discharges
	Discontinue daily metals monitoring
	$87
	$75
	$0
	0

	Sub-total
	
	$4,058
	$4,523
	$3,470
	$3,565

	New Monitoring Activities
	
	
	
	
	

	Lower Duwamish River Cleanup WQ 
	
	
	
	$1,200
	$1,200

	Rural Pollution Source ID 
	
	
	
	$55
	$58

	WRIA 7 Stream Water Quality
	
	
	
	$100
	$117

	Total
	
	
	
	$4,825
	$4,939



WTD operating contributions to monitoring decreased by approximately $1 million from 2010 to 2011 (representing approximately a 20 cent reduction in the rate).  


Stream Quality

As noted under new monitoring activities, WTD reports an addition of $1.2 million for water quality monitoring in Lower Duwamish (as a capital project outlay in 2011, to be continued in 2012).  SWM fees are also providing additional Rural Pollution Source Identification monitoring ($55,000) and stream water quality monitoring in WRIA 7 ($100,000  From the information provided to date, while Council staff cannot make a direct correlation of the stream quality monitoring work previously performed by WTD to what the new monitoring activities provide.  However, anecdotally, these new activities, funded by other sources, have replaced water quality monitoring activities in streams and rivers that WTD performed prior to 2010 and thus offset some of the lost stream quality monitoring that WTD previously funded out of its operating budget. 

Large Lakes

Data in this large lakes dataset began during the cleanup of Lake Washington in the 1960s. The long-term nature of the dataset is valuable for monitoring trends and the overall health of this freshwater system.  The goal of the large lakes program is to monitor the condition and health of County lakes to ensure the water quality remains high.  

Just a generation ago, sewage and wastewater used to be discharged directly into this County's biggest lakes: Washington, Union, and Sammamish, with devastating ecological effects.  Through the efforts of the people of this County, sewage and wastewater is now treated by secondary treatment facilities, producing clean, treated water, which is then discharged into the well-mixed waters of Puget Sound.  However, the lakes are still vulnerable; in events of uncontrolled combined sewer overflows, discharges are still made into Lake Washington and Lake Union.

Selective reductions in water quality monitoring may be an effective strategy for minimizing operating costs while still meeting permit requirements.  However, there are other regulatory considerations that might warrant continuation of data collection at current levels.  WTD is meeting all statutory requirements for monitoring – but monitoring for ambient conditions, including temperatures and sediments in more areas of the large lakes has been significantly reduced.  This information, though not required by permits can continue to be important in documenting the impacts of WTD’s facilities or lack of facilities (i.e. in areas where there are septic systems or uncontrolled CSOs) on the water quality.

If Council was interested in gradually returning funding/monitoring to 2010 levels, analysis would point to starting with restoration of the Large Lakes Program.  Evaluation of the value of restoring other river/stream monitoring and monitoring related to the Industrial Waste program requires more information that could come through reports from WTD and WLRD.  

The Large Lakes Program in 2010 totaled $1.1 million.   The reduction for 2011 was $373,000.  Three thermister chains (temperature gauges) and 20 lake sediment quality samples per year were eliminated.  The most important thermister chain for salmon passage was retained.  In addition, the funding cuts reduced the frequency of monitoring from 25 sites to 9 routine water quality monitoring sites.  These reductions resulted in a loss of temperature data in lakes Washington and Sammamish; less ability to identify and track levels of toxic chemicals in lake sediments and less ability to post or lift fish consumption advisories.   

Sustaining the add-back of nearly $400,000 of expense to the WTD operating budget could add 5 – 6 cents on the annual sewer rate. 

Option 1:  Adjust operating budget to include restore funding for large lakes water quality monitoring. 

Option 2: Option 1, and additionally direct staff to prepare a budget proviso for a report, due at the time of the annual sewer rate transmittal, regarding the entire water quality monitoring program including information regarding the rate impacts of restoring water quality monitoring to 2010 levels and options for other sources of income from fees, grants, contributions from other jurisdictions, etc.   

Option 3:  Adopt the Operating budget as proposed.

ISSUE 2 - WATER QUALITY IMPROVEMENT PROJECTS FUNDING  

A recent trial court ruling upheld the use of sewer rate revenues for water quality improvement projects as legally appropriate.  Additionally, the Regional Wastewater Services Plan policy calls for up to 1.5% of WTD’s operating budget to be expended on water quality improvement projects.  This raises the policy question whether, at this juncture, it is now appropriate to reinstitute sewer rate funding for water quality projects.  Doing so is not without risk.  Since the trial court's decision is on appeal, if it were overturned by an appellate court, it is possible that County could be exposed to the risk of being required to reimburse the Water Quality Fund from the General Fund the amount of rate revenues newly spent on water quality projects, in addition to prior expenditures and prejudgment interest.  Therefore, the policy choice is whether to begin spending sewer revenues for water quality purposes again pending the outcome of the appeal process. 
 
Council staff had identified potential capital projects that could be delayed until 2013 (see below) if the Council directs some percentage of the WTD operating budget be invested in water quality improvement projects.  As discussed below, project delays yield a minimal amount of one-time savings in 2012.  Restoration of Water Quality Improvement Project investments would most likely need to come from other cuts to the WTD operating budget  

Option 1:  Approve WTD Operating budget as proposed, no investment in Water Quality Improvement Projects. 

Option 2: Direct staff to continue analysis regarding funding Water Quality Improvement Projects, looking at both the capital and operating budget sources.   


	Analyst:
	Beth Mountsier & Clif Curry



DIVISION/PROGRAM NAME - WASTEWATER TREATMENT DIVISION – CAPITAL IMPROVEMENT PROGRAM BUDGET (4610)

BUDGET TABLE

	
	2011
Adopted
	2012
Proposed
	% Change 2012 v. 2011

	Budget Appropriation
	$231,755,571
	$211,932,145
	-8.6%

	Major Revenue Sources
	Parity bonds; Variable Debt Bonds; Grants & Loans; Transfers from Operating Fund; Capacity Charge Revenues



ISSUES

ISSUE 1 – REINSTATEMENT OF EIGHT CAPITAL PROJECTS

As noted in previous staff reports, the proposed WTD CIP budget includes reinstatement of eight capital projects that had been slated for postponement through 2012.  The following table below is the Executive's priority of the proposed projects.  The highlighted projects were identified by staff last week as candidates that could be deferred for another year.  

As reported last week, Council staff analyzed the risks and benefits from deferring for another year all the projects based on the following factors:  (1) the Executive's prioritization of the projects; (2) the criticality of the projects to meeting water quality standards and operational function of WTD; and (4) how much in "one-time" savings could be realized by delaying the project from deferred 2012 debt service payments.  Based on the information available last week, the four highlighted projects appeared to be candidates for deferral for another year, which would have had the effect on providing extra capital dollars to fund other projects or programs. 

Council staff has now received additional information the projects that staff thought could potentially be delayed and about the financing.

  

	Priority
	Proj. No.
	Project Title
	Brief Project Scope
	2011
expenditure
	2012
expenditure 
	2013 – 2018
expenditure 
	2012
appropriation 

	1
	423639
	Fremont Siphon
	Replace 100 year old cast iron siphon in an enclosed in a utility tunnel that passes under the Lake Washington Ship Canal.
	$1,957,199 
	$2,018,437 
	$42,747,393 
	$4,427,324 

	2
	2012-002
	West Point Solids Control System Replacement
	Replacement of obsolete Forney and S3 control systems in the WP Solids processing system that are unreliable and costly to maintain.
	$0 
	$2,651,785 
	$12,025,428
	$8,679,548 

	3
	2012-003
	West Point Liquids Control System Replacement
	Replacement of obsolete Forney and S3 control systems in the WP Liquids processing system that are unreliable and costly to maintain.
	$0 
	$3,062,398 
	$15,013,587
	$11,679,339 

	4
	2012-001
	North Creek Interceptor
	Replace 14,400 linear feet of the existing North Creek Interceptor (NCI) serving Snohomish County to increase capacity to accommodate planned growth.
	$0 
	$2,924,315 
	$62,347,885 
	$2,924,315 

	5
	2007-011
	South Plant Assess & Replace Raw Sewage Pumps, Motors and Drives
	Raw Sewage Pumps 1, 4, & 6 were installed in 1965 and at the end of their useful life. Implement a multi-year replacement program for these pumps and associated ancillary equipment to meet future flows demands.
	$0 
	$367,838 
	$12,860,275 
	$367,838 

	6
	2012-019
	South Plant ETS Peaking Pumps VFDs, Asses & Replace
	Assess and replace 4 obsolete and no longer supported ETS Peaking Pump VFDs at South Plant.
	$0 
	$412,000 
	$4,259,513 
	$1,412,000

	7
	2012-020
	Assess and Refurbish or Replace Duty Pump's VFDs at South Plant ETS
	Assess and replace/refurbish 23 year old ETS Duty Pump VFDs at South Plant
	$0 
	$412,000 
	$3,619,791 
	$1,412,000

	8
	423627
	Sunset/Heathfield Pump Station Replacement and Forcemain Upgrade
	The Sunset Heathfield project will increase the pumping capacity of the stations from 18 to as much as 31 million gallons per day (mgd) and make improvements to the forcemains at Vasa Park
	$664,070 
	$1,520,536 
	$78,149,547 
	$1,611,633 



Less Dollars Available From The Delay 

The mix of parity (long-term) debt and variable debt anticipated in 2012 was not correctly factored by Executive and Council staff with regard to potential savings in 2012.  WTD has clarified that the financing plan for these reinstated projects is to use short-term variable debt.[footnoteRef:3]  Therefore, if the entire $11.1 million in planned 2012 spending on the reinstated projects is delayed by one year, it would only free up approximately $138,750 - not an approximate $360,000 reported in last week's staff report.   As a result, delaying these projects another year will realize minimal debt financing savings for projects that are on the Division's CIP program and are expected to be needed.  [3:  As of last week, Council staff understood that these projects were to be financed by long-term debt, at higher interest rates.   ] 


New Information Regarding Projects

Projects 2 & 3 - West Point Solids & Liquid Controls Systems Replacement (potential 2012 expenditure reduction = $5.6 million): There is also additional information regarding the urgency of the control systems replacement for liquids and solids at West Point Treatment Plant.  As reported last week, WTD had not provided any cost savings associated with this project moving forward next year.  Follow up information from WTD suggests that the issue is not cost savings but cost avoidance.  WTD reports that the current controls are increasingly unreliable, with an increasing failure rate.  As the controls are no longer being manufactured, replacements are difficult to find.  Additionally, the original equipment manufacturer no longer supports the system.  As a result, WTD contends that reliance on these controls increases the risk of permit violations at West Point, as well as major adverse impacts on operations at West Point.  Based on this new information, delaying this project for another year may not be advisable. 

Project 4 North Creek Interceptor (potential 2012 expenditure reduction = $2.9 million); Project 8 Sunset/Heathfield Pump Station Replacement and Forcemain Upgrade (potential 2012 expenditure reduction = $1.5 million): Council staff also received more information with regard these other two projects identified as candidates for another year of deferral.  The Executive prioritized these projects to eliminate the potential danger of overflows into nearby wetlands and Lake Sammamish.  As noted, in the prior staff report, both of these projects are proposed to address capacity issues of the conveyance system.  However, as noted last week, these projects may be subject to modification depending on the updates to the Regional Wastewater Services Plan.   

Appropriations for these projects are for the design phase only in 2012.  The Sunset-Heathfield project is subject to the phased appropriation requirements of the High Risk Ordinance.  It could be advisable, since panel has already directed staff to prepare a proviso requiring the initiation of a contractual and legal issues review for the RWSP in 2012, to prioritize the review of the contractual and legal issues of these projects (and others that are in the design phase) in that RWSP 2012 reporting.  

Option 1:  Direct staff to prepare a proviso to restrict the proposed funding for the North Creek and Sunset-Heathfield projects until the legal and contractual review of these projects is complete. (Note: panel already directed staff to prepare a proviso requiring legal and contractual review for RWSP update to be initiated in 2012.)    

Option 2:  Approve Capital Budget as proposed.

ISSUE 2 – FUTURE CAPITAL PROJECTS AND ALIGNMENT WITH REGIONAL WASTEWATER SERVICES PLAN OBJECTIVES AND CONTRACTUAL OBLIGATIONS

The Physical Environment Panel gave direction to Council staff to identify the resources for reviewing and updating the Regional Wastewater Services Plan prior to the Executive’s planned work effort in 2017.   The Executive has responded that the timing of a 2012 review is premature.  As asserted by Executive staff, the challenge with completing a comprehensive review of the RWSP in 2012 is driven primarily by information needs.  KCC 28.65.128 directs WTD to conduct a comprehensive review of the RWSP[footnoteRef:4] every three to five years be based upon the availability of necessary information, the completion of key milestones, and the time needed to collect and analyze data.  Executive staff contend that fundamental information (ranging from Puget Sound Regional Council census analysis and population projections, system-wide flow monitoring data analysis and flow monitoring from the most recently completed Inflow and Infiltration project) needed to conduct a comprehensive review of the RWSP will not be available in 2012.   [4:  Topics the review is to cover include: 
assumptions on the rate and location of growth; 
the rate of septic conversions;
the effectiveness of water conservation efforts;
phasing and size of facilities; and
effectiveness of RWSP policies implementation, for infiltration and inflow reduction, water reuse, biosolids, CSO abatement, water quality protection, environmental mitigation and public involvement 
] 


Last week, the Reconciliation panel agreed that, while review of many elements may not be able to be started in 2012, the underlying contractual and other legal obligations related to future capital investments should be studied and could be started in 2012. The panel directed staff to develop a proviso, including expenditure restrictions and/or capital plan adjustments to fund at a minimum review of contractual and legal issues regarding future capital planning.  Additionally, the committee asked for information regarding the review and update to the RWSP including scope schedule, budget and staffing.   Specific information from the Executive regarding the work effort for this is still pending.  

Upon further Council staff review of the available materials and data needed to complete a full RWSP review, a specific schedule and determination of the work to be done in 2012 will be difficult to determine during budget deliberations.   Another approach to this would be to include an additional proviso for stipulating a work plan for 2012 and 2013 to be submitted.   

Option 1:   Direct staff to develop a proviso to require WTD to submit a work plan (including scope, schedule and budget) in 2012 to review and update the RWSP by 2014.

Option 2: Adopt as proposed. 

ISSUE 3 – SIGNIFICANT INCREASES IN CERTAIN CAPITAL PROJECTS   

As noted in previous staff reports presented to the Physical Environment Panel, there are several key non-Brightwater projects that now include significant increases in projected spending during the 2011-2014 timeframe compared to the 2011 adopted budget level.  These include: 


· Combined Sewer Overflow Projects - at Magnolia, Barton and Murray have increased projected spending approximately 59% ($24 million) from 2011 to 2014, compared to the 2011 adopted budget. Overall, total project spending increased 13% ($13 million) as a result of engineering and cost estimate updates. 

· Influent Screening Project - making modifications at the West Point Treatment Plant’s influent screening facilities to meet the requirements of new state biosolids management regulations. Updates to the pre-design cost estimate increased spending by approximately 36% ($9.2 million) between the 2011 and 2014 timeframe and total project cost increased 9% ($2.2 million) compared to the 2011 adopted budget. 

· Ballard Siphon Project - replacing the existing wood-stave siphon barrels resting at the bottom of the Lake Washington Ship Canal that have reached the end of their useful lifespan.  With the construction bid protest resolved on this project, the updated budget estimate shows an increase in spending of approximately 18% ($6.7 million) between 2011 and 2014 and total project cost increased 16% ($7.4 million) compared to the 2011 adopted budget. 


Council staff has reviewed these projects.  With regard to the Influent Screening project at West Point and the Ballard Siphon Project, Council staff is satisfied that the changing circumstances since these projects were originally estimated account for the increases reported.  Specifically, the preliminary costs estimates for the Influent Screening underestimated the final design complexity and costs.  For the Ballard Siphon Project, preliminary cost estimates had not anticipated more complex tunneling conditions and additional property acquisitions for the project that increased the costs.

The Combined Sewer Overflow (CSO) Control Program currently has the three CSO projects listed above in the design phase and has just released for comment a draft plan for an update to the CSO Control Plan to complete the control of an additional fourteen overflow sites (through nine projects) by 2030.  The current (and future) projects are complex and there are numerous factors involved in the changed cost estimates noted above.

Prior to this year's update to WTD's six year CIP, cost estimates for these projects were based on cost projections developed at the time of the Regional Wastewater Services Plan adoption in 1999.  In other words, there have been no substantial revisions to these project estimates reflected in the Division's financial plan for the last ten years.  As part of the 2012 rate proposal, adopted by Council earlier this year, WTD undertook a more detailed analysis of these projects, as they have moved from the planning to design phase, including having gone through an alternatives analysis.  Nevertheless, stakeholders, including members of the Regional Water Quality Committee, have raised concerns about the increase in the preliminary estimates and accuracy of the current estimates for projects in design and the other future projects.

CSO projects currently in design and future projects will be significant drivers of the capital budget and rates in the future.  The Council is expected to take action on a CSO Control Plan in 2012.  An independent and detailed review of cost estimates and future construction costs, including a review of how this impacts annual sewer rates and the financial plan for the agency may be merited, prior to Council action in 2012.      

Option 1:  Direct staff to develop a proviso, including an expenditure restriction to conduct an audit of the CSO capital program.

Option 2:  Approve Capital Budget as proposed.



	
Analyst:
	Kendall Moore



DIVISION/PROGRAM NAME - HISTORIC PRESERVATION

BUDGET TABLE

	
	2011
Adopted
	2012
Proposed
	% Change 2012 v. 2011

	Budget Appropriation
	
	
	

	Total Appropriation – All Sections
	$456,339
	$461,500
	1%

	Total FTEs – All Sections
	NA
	NA
	

	TLTs (for entire appropriation)
	NA
	NA
	

	Estimated Revenues
	$456,339
	$461,500
	

	Major Revenue Sources
	Recorder's  Fee



PROGRAM DESCRIPTION AND PURPOSE

The Historical Preservation and Historical Programs (HPHP) Fund is a Tier 1 fund[footnoteRef:5] created by Ordinance 16835 in June, 2010 (KCC 4.08.199).  Its purpose is to provide for the receipt of revenues and the disbursement of expenditures of a one dollar document recording fee collected pursuant to RCW 36.22.170.  Pursuant to state law, the one dollar recording fee funds can only be used to promote historical preservation or historical programs, which may include preserving historical documents.      [5:  Interest earnings from Tier 1 funds are credited back to the fund.  ] 


Chapter 20.62 of the King County Code governs the County's historic preservation program.  In the findings of this chapter, the Council declared as necessary, "in the interest of the prosperity, civic pride and general welfare of the people of King County" the need to preserve the tangible remnants of our past including:

· buildings, sites, districts, structures and objects of historical, cultural, architectural, engineering, geographic, ethnic and archaeological significance located in King County; and 

· historic and prehistoric materials, artifacts, records and information pertaining to historic preservation and archaeological resource management 

There are no FTEs associated with this fund.  There are 3.5 FTEs in Department of Natural Resources and Parks (DNRP) Administration that run the program.  The issue related to returning those positions to full FTE funding levels is described in the next issue.  

RECONCILIATION WEEK 1 FOLLOW UP

At the Reconciliation Week 1 meeting, the panel directed staff to continue to analyze this budget.  Staff is working on a proposed ordinance to address the issues of the allocation of the one dollar document recording fee between the County's Historical Preservation Program located within DNRP and 4Culture.    

ISSUE 2 – RESTORATION OF HISTORIC PRESERVATION PROGRAM STAFF TO FULL FTE STATUS  IN THE DNRP ADMINISTRATION BUDGET

For 2011, three of the FTEs that run the Historic Preservation Program (HPP) were funded at 90%.  Because of an anticipated increase in the Document Recording Fee and new revenue from a service the group will be providing to capital projects in 2012, the Executive proposes to return the affected Historic Preservation Program staff to full FTE funding. 

HPP is primarily supported by revenues from the Document Recording Fee (estimated at $461,500), with additional revenue from landmarking and preservation services provided to cities ($7,000) and from grants (estimate at $24,200).  The Executive is developing an additional revenue source, involving reimbursement for services provided to County agencies for review of capital projects for impacts on historic and cultural resources.  

Revenue from the Document Recording Fee is derived from charges for recording a variety of documents by the Recorder’s Office, including real property legal documents, marriage applications and certificates, survey, condominium and plat maps, and similar documents.  The recording fee forecast for revenue of $461,500 for 2012 is derived from the July 2011 forecast by the County’s Office of Economic and Financial Analysis, adopted by the Forecast Council.  

A 2008 budget proviso directed the development of procedures for review of county capital projects for potential impacts on historic and cultural resources, to protect the region’s cultural heritage, and to protect the County from liability associated with potential damage to such resources.  HPP is finalizing procedures for review by County agencies that are potentially impacted.  While the HPP program currently conducts some level of review, the workload is expected to increase by 50% when these procedures are implemented.  Review is shared by a .5 FTE archaeologist and a staff planner.  If workload exceeds the capacity of staff for this body of work, the Roads’ Division archaeologist will provide backup review capacity.  Departments will be billed at hourly rates for each reviewer’s time.  Anticipated revenue for 2012 for historic/cultural resources review services by the program is $4,477.

All together these revenues support the 3.5 FTE at 100%.  

RECONCILIATION WEEK 1 FOLLOW UP

At the Reconciliation Week 1 meeting, the panel directed staff to continue to analyze this budget.  Staff is working on a proposed ordinance to address the issues of the allocation of the one dollar document recording fee between the County's Historical Preservation Program located within DNRP and 4Culture.
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