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SUBJECT

Proposed Ordinance 2010-0565:  An ordinance amending the 2010-2011 biennium Department of Transportation budgets and capital improvement programs.
Proposed Motion 2010-0566:  A motion approving a report regarding the Road Services Division (“RSD”) staffing plans. 

Proposed Motion 2010-0567:  A motion approving the Strategic Plan for Road Services (“SPRS” or "Plan").
SUMMARY
Proposed Ordinance 2010-0565
Proposed Ordinance 2010-0565 makes a net supplemental appropriation of $38,260,949 and a net disappropriation of 10.30s FTE from various King County Department of Transportation operating and capital budgets as shown in Table 1.
Table 1: Summary of Changes in Proposed 

	Section
	Division
	Change $
	Change FTE

	3
	Roads
	-$6,959,895
	-30.40

	4
	Roads Construction Transfer
	-$4,862,058
	0.00

	5
	Marine Division
	$9,030,848
	0.00

	6
	Transit
	$0
	17.00

	7
	DOT Director's Office
	$125,910
	3.10

	8
	Wastewater Equipment Rental and Revolving
	$2,497,002
	0.00

	9
	Fund 3860 - Roads Construction (Roads CIP)
	$10,332,000
	0.00

	11
	Fund 3641 - Public Trans Const-Unrestricted
	$11,644,142
	0.00

	13
	Public Transportation Capital
	$16,453,000
	0.00

	Net Proposed Changes
	$38,260,949
	-10.30


Proposed Motion 2010-0566
Proposed Motion 2010-0566 approves a report on the RSD organizational structure and staffing.  This report is the Executive's final response to the 2010 Budget Proviso P1 within Section 126 of Ordinance 16717, which states:
P1 PROVIDED THAT:

Of this appropriation, $1,400,000 may not be expended or encumbered until the executive has submitted a report, for council acceptance by motion, outlining a new organizational structure and staffing plan for the road services division.  The report is due to the council on or before May 1, 2010.  The council intends that this report be prepared in coordination with Phase 2 of the Roads Operational Master Plan, but be submitted before the Phase 2 report is due to the council.
The report includes: 
· Background;
· Performance based decision making;
· Staffing and organizational changes in the mid-biennial budget update;
· Comparisons to peer agencies; and
· Future staffing levels and organizational direction

Proposed Motion 2010-0567
Proposed Motion 2010-0567 approves SPRS.
SPRS contains a policy framework, goals, objectives and strategies for RSD, addressing:

1. “What" RSD should deliver based on available funding and in accordance with the following hierarchy, in descending order of priority:  
a) Meet regulatory requirements and standards;

b) Meet core safety needs;

c) Maintain and preserve the existing roadway facilities network;

d) Enhance mobility (movement of people and goods) by facilitating more efficient use of the existing road system; and

e) Address roadway capacity when necessary to support growth targets in the urban areas.
2. “How” RSD should deliver its services based on the following hierarchy and using a risk assessment in the decision-making process (descending order of priority):
a) Protecting life safety;

b) Preventing private property damage;

c) Preventing asset damage;

d) Preventing environmental damage; and

e) Preserving mobility.
The Plan also includes a specific list of actions to achieve the service scenario, identified in the plan, which moderates the decline of RSD assets.
BACKGROUND

Organizational-related Proviso History - Roads Services Division
2008 Budget:
Required a Roads Operational Master Plan, which in Phase II (2010) became the Strategic Plan for Road Services

2009 Budget:
Required a report on the Division’s staffing and organizational structure

2010/2011 Budget:
Required a report on the Division’s staffing and organizational structure in conjunction with the Roads Operational Master Plan / Strategic Plan for Road Services process

2011 Supplemental:
Received both the Strategic Plan for Road Services and a report on the Division’s staffing and organizational structure with the Proposed Mid Biennium Supplemental Budget.
Roads Services Division

RSD provides direct, local road services in the unincorporated area, which has shrunk in recent years as a result of annexations and incorporations.  County policy calls for transferring responsibility for all urban unincorporated local services to new or existing cities.  Even as RSD’s local government responsibility has diminished, infrastructure costs have continued to increase.  New federal and state requirements, such as stormwater management, have added to capital and maintenance costs. Additionally, revenue sources such as the County-option Vehicle License Fee (“VLF”) have been eliminated.

To address its concerns about RSD’s long-term future and its ability to transform into a local service provider for the rural unincorporated area, the Council required development of a Roads Operational Master Plan (“ROMP”).  In September 2009, the Council approved the ROMP Phase I Report and Phase II work plan.  The ROMP process was expanded in Phase II to a strategic plan process, and now the plan is referred to as SPRS.  The Phase I report found that RSD would not be able to sustain its budgeted level of operations and capital investments due to reduced revenue and higher costs and demand for services.  
It is worth noting that for three years in a row (2007-2009), RSD actual revenues were more than $10 million short of projections.  This has been in part due to a reliance on asset sales, which were later postponed, and anticipated contract services revenues that did not manifest at planned levels.
ANALYSIS

Starting last year, the entire Department of Transportation ("KCDOT") prepared a biennial budget for 2010-2011 (for the 2008-2009 biennium, only the Transit Division and Director’s Office budgeted on a biennium basis).  Proposed Ordinance 2010-0565 is a mid-biennium supplemental adjustment to that biennial budget, including necessary changes in budget authority.  It does not involve a thorough revisiting of each division’s budget as happens in an annual budget process.  Staff analysis will address the changes proposed for each division and the Director’s Office, but with the recognition that many of the proposed budget adjustments are routine.

For RSD, however, the mid-biennium supplemental begins to stake out new policy directions.  The supplemental request includes (1) a net reduction within RSD of 30.4 FTEs, (2) operating budget reductions, and (3) deferral of more capital projects in addition to those that have previously been deferred or cancelled.  Council staff analysis will evaluate how these policy choices address the Council’s direction on responding to RSD’s financial crisis and the urgent need to review its mission and strategic direction.  
With 2011 property tax revenue down and a further drop projected for 2012, a key analysis objective is to understand how the mid-biennium supplemental prepares RSD for another difficult biennium budget for 2012-2013. Funding for the RSD has been shrinking for some years now and the outlook beyond 2011 includes further necessary reductions, barring any new revenue support.  It is anticipated that with annexations, revenues will drop by eighteen percent or almost $15 million in 2013.  These revenue changes are shown in Chart 1, both with and without annexations, and with and without the $9.5 million reduction associated with King County Proposition 1.
  This legislative package highlights the fact that RSD revenues are not sufficient to support the identified maintenance and preservation needs of the County roads and bridges.  And, under all circumstances, RSD revenues will be below 2010 levels in the 2012-2013 biennium.  As such, these lower projected revenues will require significant reductions in RSD services, capital improvement projects and staffing and increasing the back log of maintenance and preservation work that must be completed.  
[image: image3.emf]
The RSD financial plan associated with Proposed Ordinance 2010-0565 assumes no annexations in 2012-2013.  Even with this optimistic assumption of no loss of revenue because of annexation, RSD still projects a seven percent reduction in revenues in 2012.  This reduction then results in a 34 percent lower transfer to the Roads Construction Fund in 2012-2013 than what was estimated in the 2010-2011 biennium.

In light of these dramatic changes, RSD anticipates a complete review of the Capital Improvement Program ("CIP") in advance of the 2012-2013 budget.  During initial supplemental budget conversations, Council staff suggested that a collaborative process, engaging the Council in the review of the CIP, would be beneficial for the 2012/2013 CIP and Executive staff indicated a positive reception to this approach.

It is against the background outlined above that staff will be analyzing the 2011 mid-biennium supplemental, Proposed Ordinance 2010-0565.  For 2011, a net reduction of more than 30 FTEs is included in that proposed ordinance.
  Given the strong likelihood of further FTE reductions in 2012-2013, part of the analysis will be to evaluate whether the 2011 approach to staff levels is the best way to position RSD for the next biennium and beyond.
NEXT STEPS
Council staff is reviewing this legislative package with the Department of Transportation and Office of Management and Budget staff.  In addition to budget-related questions, staff is analyzing the interconnectivity of the policies and implementation approaches of the staffing plan, SPRS and the proposed RSD budget changes.

This package of legislation will be back before the Budget and Fiscal Management Committee in December.

Invited:

Dwight Dively, Director, Office of Management and Budget
Harold Taniguchi, Director King County Department of Transportation
Attachments:
1. Proposed Ordinance 2010-0565
2. Proposed Motion 2010-0566
3. Proposed Motion 2010-0567
4. Executive’s Transmittal Letter for all three items[image: image1.png]


[image: image2]
� As a condition for imposition of the tax (associated with King County Proposition 1) in the first three years (2011, 2012, and 2013), at least $9,500,000 must be diverted from the county road fund and appropriated for police protection in the unincorporated area of King County.


� Proposed Motion 2010-0566 discusses the anticipated changes in staffing, but does not identify future staffing reduction levels.


� With the recent announcement that the South Park Bridge Replacement Project (Roads CIP #300197)  has been awarded a federal TIGER II grant, the Executive will likely transmit a motion on the South Park Bridge funding plan to the Council.  This separate legislative action is required to comply with a proviso in Ordinance 16717 (Proviso P2 to section 137). 





PAGE  

1

