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STAFF REPORT
SUBJECT:

Approving the Strategic Plan for Road Services (“SPRS”).
This proposed legislation is part of a package of legislation supporting mid-biennium adjustments to the Department of Transportation 2010-2011 Biennium Budget, which also includes a re-framing of the Road Services Division's policy environment. This package includes the proposed legislation shown in Table 1.
Table 1: Legislative Package for the Department of Transportation, 2010-2011 Mid-Biennium Supplemental Appropriation

	Legislation #
	Subject

	Proposed Motion
2010-0581
	2010 Proviso Response: South Park Bridge funding plan 

	Proposed Motion

2010-0566
	2010 Proviso Response: Approving the Organizational Structure and Staffing Plan for the Road Services Division

	Proposed Motion

2010-0567
	2008 Proviso Response/Completion: Approving the RSD Strategic Plan for Road Services (SPRS)

	Proposed Motion
2010-0621
	Directing the Executive to develop an implementation plan for the SPRS

	Proposed Ordinance
2010-0565
	Making mid-biennium supplemental appropriations to Department of Transportation funds


SUMMARY
Approval of Proposed Motion 2010-0567 would approve the Strategic Plan for Road Services (“SPRS”), which sets priorities for the Road Services Division (“RSD”) for 2011 through 2015.  The County Council initiated the SPRS process in response to two primary concerns:  (1) growing RSD revenue shortfalls, and (2) the need for fundamental change in RSD’s internal structure as it becomes predominantly a rural service provider due to annexation of urban unincorporated areas.  The SPRS is designed to guide RSD through “an uncertain and rapidly changing environment in the near term and provide a prioritized framework for making sound decisions over the long term.”  The report itself includes a comprehensive review of the RSD operating and capital programs.  
The SPRS Advisory Committee – including Councilmember Lambert, Budget Director Dively, and senior Department of Transportation staff – exercised oversight of the process.  A Work Group, including Council staff, oversaw development of the SPRS and related documents.  The RSD staff was responsible for providing the background information that was essential to the finished product.
This staff report reviews the high points of the SPRS report, which provides a useful explanation of RSD’s responsibilities and challenges.

BACKGROUND
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.  In addition, 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 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 was 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.  
Following adoption of the ROMP Phase I report, the ROMP Phase II was begun in late 2009.  This process was expanded into a strategic plan process by the ROMP Advisory Committee, and identified as SPRS.  
ANALYSIS
To develop SPRS and provide more detail about RSD funding needs and responsibilities, RSD staff analyzed work program needs in greater detail.  Federal, state, and other legal requirements were assessed, as were the actual work elements associated with maintaining and operating the unincorporated area road network.  The report refers to a “Proxy Analysis of Infrastructure Condition and Needs”; however, the proxy maintenance needs include a substantial proportion of the Division’s responsibilities.  Using the proxy analysis, RSD identified a future year funding need (Figure 6, page 29 of SPRS report).

Unfortunately, the needs are much greater than can be funded with reasonably available revenue.  RSD estimates that $240 million per year would be needed for “optimal management of the post-annexation system.”  This funding level would allow for completion of the capital project backlog, response to new project needs, and pursue lifecycle management of assets.  Because this amount is far greater than the $102 million per year that RSD estimates will be available starting in 2015, the SPRS process identified three scenarios representing possible responses to constrained funding.

Scenario A – “Maximize Asset Lifecycle” – requires some $170-180 million per year; improves current road condition and allows for cost-effective maintenance.

Scenario B – “Moderate the Decline of Asset Condition” – requires $120-130 million annually to maintain current asset condition in the short term, invest modestly in road and bridge replacement, but not optimize asset lifecycle.

Scenario C – “Manage Risk in a Declining System” – holds to the $102 million annual funding estimated to be available and does not allow current asset condition to be maintained.  This option sets up many future difficult choices and potentially will lead to road and bridge closures.

The SPRS report contains Table 2 (as presented below), which describes the characteristics and impacts of each of the three scenarios.  This table reflects that under Scenario C, the default conditions scenario, bridges will be load limited-restricting truck access, roadways will be speed limited, closed if redundant and even reverted to gravel as conditions deteriorate over time.  As such the prioritization hierarchy detailed in SPRS will be critical to division-level operational decision making.

Table 2 from SPRS Report: Future scenarios for service delivery

	
	A. Maximize asset life cycles
	B. Stabilize current asset condition
	C. Manage risk in a declining system.

	Description
	Implements asset management approach, lifecycle costs are optimized, backlog is addressed, infrastructure condition is improved.


	Stabilizes system at current conditions and implements partial asset management approach.


	Available funding not adequate to maintain current condition of road network. Continuing and accelerated decline leading to incremental shut down of the system. Daily triage is the norm.

	Annual revenue needed
	$170–$180 million
	$120-$130 million
	$102 million

	Infrastructure Preservation Projects
	Includes roadway subsurface, bridge, and pipe reconstruction on planned basis.
	Modest roadway and bridge replacement/ reconstruction to avoid cumulative future deterioration.
	Seal coat/overlay only; limited road, bridge, or drainage pipe replacement or reconstruction funded. Deferred work creates escalating future cost liability.

	Capacity/system enhancements
	None


	None
	None

	Bridges
	Improves current condition.
	Condition similar to current levels but still continues to deteriorate over time.
	Eventual load limits, proactive load limiting to prevent damage, potential closures of “redundant” facilities.

	Roadways
	Improves current condition.
	Condition similar to current levels but still continues to deteriorate over time.
	Eventual speed reductions, lane closures for emergency repairs, proactive load-limiting to prevent damage, increased congestion, diminishing useful life of pavement overlays, closures of some “redundant” roads.

	Proactive vs. reactive
	Allows cost-effective planned vs. reactive maintenance.
	Facilitates more cost-effective planned vs. reactive maintenance. 
	Reactive - little planned maintenance. Maintenance needs/costs accelerate as infrastructure condition deteriorates.

	Regulatory compliance
	Met over time.
	Met over time.
	Met over time.

	Emergency response
	Response capability improved.
	Staff and equipment are adequate to maintain current level of response.
	Limited emergency and storm response capability.

	Grant funding
	Avoids loss of federal storm reimbursement and bridge grants.
	Avoids loss of federal storm reimbursement and bridge grants.
	Limited or lost.

	Claims 
	Reduced.
	Stabilized.
	Escalate as risk increases.


Funding

The SPRS recommends Scenario B as the preferred option, recognizing that this would require identification of new revenues of $18-28 million per year.  The SPRS process included a discussion of potential sources of new revenue (listed in Appendix D), and recommends four approaches to the RSD funding challenges:

· Advocate and support the pursuit of alternative funding to traditional gas and road funding taxes including grant funding and transportation benefit district overseen vehicle license fees;
· Demonstrate effective and efficient use of existing revenues;
· Give residents (local) and users (regional) of county road infrastructure a choice in prioritizing and funding road investments; and 
· Develop integrated and coordinated road and transit strategies

These approaches appear to be consistent with current practices, but do not yet realize any new revenues.  So without new revenues, the default policy and operational scenario for RSD will be Scenario C – Managing Risk in a Declining System.

Prioritization Hierarchy

To help set priorities in this constrained funding scenario, 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.

In “Conclusions and Next Steps,” the SPRS report refers to efficiencies, funding, staffing and organizational structure, and facility planning as areas key to implementation of the recommendations.  Implementation of the SPRS is anticipated with the 2012-2013 biennium budget.  The Executive has proposed Motion 2010-0621 to engage with Council and the Department of Transportation in developing the implementation actions over the next six months.
REASONABLENESS
The SPRS offers guidance for the Road Services Division to operate in the next several years.  Approving it constitutes a reasonable business decision.
ATTACHMENTS
1. Proposed Motion 2010-567 with attachment (the Strategic Plan for Road Services)
2. Executive’s transmittal letter

INVITED
Harold Taniguchi, Director, Department of Transportation

Paulette Norman, Interim Division Manager, Road Services Division 
Dwight Dively, Director, Office of Performance, Strategy and Budget

Joe Woods, Council Relations Manager, Office of the Executive

















































