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SUBJECT

Approving the King County Department of Transportation (KCDOT) Director’s Office business case (Proposed Motion 2009-0292), and the grant program report (Proposed Motion 2009-0241).  Both were submitted in response to provisos in the 2009 mid-biennium supplemental budget (Ordinance 16374).

BACKGROUND

This staff report will focus on Proposed Motion 2009-0292, the business case response.  Staff presented a briefing on Proposed Motion 2009-0241 at the May 12, 2009 meeting of the Physical Environment Committee, with action deferred to this meeting so that the two proposed motions could be considered together.  An update on grant requests is provided within this staff report in the Issues section.

Ordinance 16374, the supplemental ordinance to the 2008-2009 biennial transit budget, includes a proviso directing submission of a business case analysis of the King County Department of Transportation (“KCDOT”) Director’s Office (“DO”).  

The proviso reads:
Of this appropriation, $50,000 shall be expended only after the executive shall transmit a business case for the director’s office that demonstrates in detail the extent to which the activities of the director’s office support and advance the missions of each division within the department of transportation and, as well, address the critical transportation needs of King County.  The business case will address, but not be limited to grant program plans, transit oriented development and other regional planning functions.
(Emphasis added.)
Proposed Motion 2009-0292 (Attachment 1) approves the submitted business case report.

SUMMARY 
The business case report describes the DO’s business model and key service deliverables, including:
· Leadership and administration

· Public information/media relations

· Community relations

· Regional transportation planning, grants and transit-oriented development

· Emergency preparedness

· Information technology

· Human resources

· Budget and finance

Table 1: KCDOT DO Expense Allocation by Services

	 
	2009 Budget
	Estimated Allocation % of Expenses

	
	(1,000s)
	Airport
	Fleet
	Marine
	Roads
	Transit

	Leadership and Administration
	 $1,907 
	7%
	3%
	4%
	15%
	71%

	Public Affairs/Media Relations
	 $565 
	5%
	3%
	5%
	18%
	69%

	Community Relations
	 $968 
	6%
	2%
	2%
	13%
	77%

	Regional Transportation Planning and Grants
	 $2,173 
	3%
	0%
	5%
	34%
	58%

	Emergency Preparedness
	 $142 
	8%
	15%
	5%
	30%
	43%

	Information Technology Service Delivery
	 $153 
	10%
	10%
	0%
	30%
	50%

	Human Resources Service Delivery
	 $140 
	5%
	3%
	5%
	18%
	69%

	Budget and Finance
	 $278 
	5%
	3%
	5%
	18%
	69%

	Total
	 $6,326 
	$333
	$143
	$261
	$1,416
	$4,176


Table 1, the DO Expense Allocation by Services, gives some indication of the weighted value delivered to each KCDOT division.  Specific examples of service area deliverables to the divisions are provided in the business case report.
The report notes that budget shortfalls for KCDOT agencies will mean diminishing funding for the DO.  The 2010-2011 budget will therefore likely include cost saving measures for the DO as well as the divisions.  For the Council, therefore, approval of Proposed Motion 2009-0292 acknowledges not just the current DO structure but also the ongoing budget review that responds to the current funding constraints.  When the budget is transmitted, the Council will be able to evaluate the DO budget and how well it continues to provide the highest priority services to the divisions.
ANALYSIS

KCDOT is comprised of five mode-related divisions including Airport, Fleet Administration, Marine, Roads and Transit.  With the exception of Fleet (an internal service organization), each division has dedicated revenue sources and missions aligned with the safe and efficient movement of people, goods, and services.  Both the Airport and Transit divisions have been relatively autonomous in their mission delivery, but in recent years have been growing a tighter relationship with the DO and the overall County.  Concurrently, the functions of the DO have grown in size and cost.
Over time, the DO has grown to become a $6 million per year organization with more than 30 FTEs.  While some of the functions (e.g. human resources, information technology, budget and finance, and some level of leadership) are mandates of the structure of King County government, many services are discretionary in nature. While these discretionary services provide value and potential savings through economies of scale, it is not critical that the services be performed by the DO.
As such, the DO suggests that it must regularly engage division leaders to identify those services it provides, and the level of those services, that add value.  Furthermore, the report argues that the DO is uniquely positioned to identify overlaps in division service needs and should have the responsibility, from an efficiency standpoint, of directly delivering those overlapping services when economies of scale can benefit all individual divisions.
The proviso’s core question asks whether the DO’s services advance the missions of the divisions.  Due in large part to the broad language and context of the mission, vision and goals of the divisions (assembled in Attachment 3), Council staff found that the proviso response does satisfy this core question with a few issues of note for the future consideration.  This broad approach to division mission, vision and goals is surprising to central staff, as usually transportation organizations are grounded more in the elements that are traditionally measurable.  The mission, vision and goals statements from the KCDOT divisions might be expected to reflect a more data driven approach.  As a consequence of this soft language, however, it is difficult to understand or quantify the relationship between the organization and the DO in any but the broadest context.  
ISSUES 
Grant Programs
The Physical Environment Committee reviewed Proposed Motion 2009-0241 on May 12, and heard a status report on County participation in several national partnerships that are competing for federal transportation electrification grants. Below is an update on significant developments since May 12. 

The U.S. Department of Transportation TIGER (Transportation Investment Generating Economic Recovery) grant program is a $1.5 billion discretionary program funded through the federal stimulus package.  Although competition will be intense, it is the only program that could come close to fully funding the South Park Bridge replacement.  Applications are due on September 15, 2009, with a decision by mid-February 2010.

Also worth noting is the competitive process by which the Puget Sound Regional Council (“PSRC”) allocates some of the region’s federal highway funds.  On May 28-29, County staff helped develop the Regional Project Evaluation Committee (“RPEC”) recommendation allocation of $45.4 million in Surface Transportation Program (“STP”) and Congestion Mitigation and Air Quality (“CMAQ”) funds.  RPEC reviewed PSRC staff ratings, geography, and phase completion.  Two King County projects were recommended for funds: South Park Bridge right-of-way acquisition for $4 million and Metro Transit’s Urban Center Access Project for $1 million.  The PSRC’s Transportation Policy Board will vote on the RPEC allocation at a July 9 meeting.  Other County projects will compete for a separate allocation of PSRC-controlled federal funding.

Adoption of Proposed Motion 2009-0241 would approve the report on grants.  Given the current transportation funding shortfalls, grants advocacy/management will need to be evaluated for its “value-added” to the divisions and its success in achieving economies of scale.  A key priority will be to focus on support for core functions and whether the current organizational approach is appropriate to achieve the objectives of the County.  The budget process will offer a forum for evaluating this aspect of KCDOT operations along with every other function of the Director’s Office.

2010 Financial Challenges
All divisions of KCDOT are facing financial challenges, though for different reasons.  As a result of these challenges, individual divisions and the DO will need to be looking for expense reductions.  As it relates to the DO, these financial challenges will require the divisions to more closely scrutinize the services and level of services provided by the DO to reduce non-prioritized services, even at risk of reducing the size and scope of the DO.
The DO has classified itself as a flexible and adaptive management organization.  In demonstrating these qualities, the DO is committed to evaluating all aspects of the services provided by the DO while being cost conscious of the divisions’ discretionary expenditures.

Added Value
The business case proviso response cites examples of emphasis areas including Alaskan Way Viaduct (“AWV”) decisions, grant funds, strategic communications planning, Transit Oriented Developments (“TODs”) and more.  While there have clearly been successes such as transit grant funds, there have also been challenges:

· The AWV decisions ask King County to provide more transit service, yet provide no financial mechanism for service needs related to the Central Waterfront project elements;
· TODs have created housing, but saddled the Transit Division with ongoing expenses related to program planning and paying for the parking the Division used to own; and
· The Transit Division in middle of a weather crisis left the vast majority of customers facing a black hole of public information.
As it is already doing, the DO must continue to ensure that its deliverables add value to the needs of the whole County and the recipients/users of County services.
Next Steps 
As with other pre-budget policy dialogues, these proviso responses provide the Council with an opportunity to understand KCDOT’s organizational conditions outside of the budget process.  Based on analysis and discussion with DO staff, it would be reasonable to expect some DO budget reductions in future KCDOT budgets.  During budget review later this year, the Council can evaluate the DO’s policy choices for reducing its services to the divisions in response to diminished revenues.

AMENDMENTS

None at this writing.
ATTACHMENTS
1. Proposed Motion 2009-0292 with Attachment
2. Executive’s Transmittal Letter
3. 2009 Mission, Vision and Goals for DOT Divisions

4. Proposed Motion 2009-0241 with Attachment
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