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Metropolitan King County Council

Budget & Fiscal Management Committee
	Agenda Item No.:
	3
	
	Date:
	November 30, 2005

	Proposed No.:
	2005-0494
	
	Prepared By:
	Monica Clarke, David Randall, Mike Alvine


STAFF REPORT
SUBJECT:
Discussion of and possible action on the 4th Quarter CIP (capital improvement program) Omnibus Ordinance which authorizes $9.88 million in supplemental budget authority in 2005 for capital projects. 
SUMMARY:

King County’s 2005 adopted budget totals $3.4 billion. Of this amount, $2.45 billion represents the operating budget and $941.8 million represents the capital budget.  During 2005, the Executive requested, and the Council approved supplemental appropriations totaling $227.6 million
.  Approval of this proposed ordinance would bring the total 2005 capital budget to $1.179 billion, a net increase of $237.5 million over the adopted budget (see Table 1 below). 

Table 1: 2005 King County Capital Budget Summary

	Supplemental Appropriations
	Amount

	2005 CIP Adopted Budget
	$941,770,848

	Supplemental Appropriations Approved in 2005
	227,637,805

	Proposed 4th Quarter CIP Omnibus
	9,886,684

	Revised 2005 CIP Budget
	1,179,295,337 

	Net Changes to 2005 Adopted CIP Budget
	$237,524,489 


ANALYSIS:

The Executive’s proposal requests total increases in budget authority for all capital funds in the amount of $9.88 million.  A summary of the Executive’s request is found in Table 2; and additional information for each appropriation request is provided below.

Table 2: Summary of 4th Quarter CIP Supplemental Appropriations
	Capital Improvement Program
	Capital Fund Name
	Amount

	1. 
Supplemental 


Appropriations
	Airport Construction
	$7,804,519

	

	Public Transportation Construction – Unrestricted Fund
	1,566,000

	
	SWM CIP Non-Bond Fund
	565,000

	
	Subtotal: 
	$9,935,519 

	2. 
Technical 
Corrections
	Parks, Recreation & Open Space
	0

	
	REET 2
	0

	
	Cable Communications
	(101,836)

	
	ITS Capital Fund
	53,001

	
	LTGO Ban Redemption 2004B
	28,247,806

	
	LTD Tax GO BAN Redemption 2001
	(28,247,806)

	
	Subtotal:
	-48,835

	
	
	

	
	TOTAL APPROPRIATION:
	$9,886,684


1. Supplemental Appropriations 
$9,935,519

A. 
Airport Construction (Fund 3380) - $7,804,519

The Executive has requested an additional $7,804,519 in appropriation authority for increased costs to overlay the long runway at King County International Airport (KCIA). Of this amount, $7,414,293, or 95 percent, is revenue-backed by anticipated funding from the Federal Aviation Administration (FAA) and $390,226, or 5 percent, represents local matching funds proposed to come from fund balance in the Airport Construction Fund.  No additional transfer from the operating fund to the CIP is needed. This request is in addition to the $1.5 million approved for the project in the 2006 budget.  If this funding request is approved, the revised project cost will total $19,924,519. 

The FAA normally provides a 90 percent match for eligible capital projects.  Due to the downturn in aviation activity, the FAA is currently providing a 95 percent match through 2007.  Projects receiving funding in 2008 will again be expected to provide 10 percent local match.  King County did receive a 95 percent match for the design contract but does not yet have the matching grant funds secured for construction.  Projects of this size compete for money from a discretionary fund.  While the project is considered very competitive, the FAA will not make a funding commitment until construction bids for the projects have been received.  KCIA plans to go out to bid in January or February of 2006.

Background:


KCIA’s primary runway (13R-31L) experienced extensive damage during the 2001 Nisqually Earthquake.  The earthquake caused liquefaction of the sub-base soils resulting in significant cracks, subsidence of the pavement’s surfaces and changes to the longitudinal profile of the runway.  The immediate action following the earthquake was to perform localized repairs to return the pavement surface to a serviceable state to permit full use by aircraft as quickly as practical.  A significant number of localized repairs continue to be required due to the age of the runway surface, (last rehabilitation in 1985) the poor sub-base conditions and the impacts of the earthquake.  Annual maintenance and repair costs continue to increase, exceeding $100,000 last year.  


The Council appropriated $10,620,000 for the runway overlay project in the 2005 budget.  The long runway is at the end of its useful life and periodically needs to be closed for emergency repairs.  KCIA tenants expressed concern over this safety and business issue during the 2005 budget process.  It was recognized that runway overlay construction would be disruptive for tenants and management indicated that efforts would be made to communicate the schedule for closures and to do some work at night.  The FAA has inspected the runway and documented deficiencies in the condition of the runway pavement.  The FAA has required that KCIA take corrective actions on these deficiencies.  


Reasons for Cost Increases:

There are a number of key factors that have caused the runway costs to rise significantly.  In particular:

· The pavement design process has revealed that the current runway is under-designed for current as well as future aircraft traffic.  This means that an additional one-half foot of asphalt (more in places) will need to be overlaid (65,000 tons), to provide the required strength to the current runway.  

· The cost of asphalt has increased up to 10 percent from the original estimates.  Since asphalt is a derivative of oil, its price has been rising generally and in response to the hurricanes.  The first two factors alone increase the budget by $3,800,000. 
· Additional pavement removal, grading, hydro seeding and erosion control are anticipated to add $277,600 in costs.  The additional grading is required to bring the abutting ground up to the new level of the runway. 

· Grooving the runway surface at night (not previously budgeted) to minimize impacts on KCIA tenants will increase costs by $250,000.

· Since the runway will be higher after resurfacing, the runway edge lights that run the length of the runway need to be raised to be flush with the runway, adding $70,000 in costs.

· Due to the uncertainty of materials costs and the bid climate, the executive proposes that the contingency be increased from 15 to 25 percent adding $2,401,171 to the project.


Alternatives:


The engineering consultant does not see any feasible alternative that would meet FAA safety and load requirements for KCIA’s primary runway.  The Council could delay the project which involves some risks.  These include having to pay a 10 percent local match instead of five percent, losing out in two or three funding cycles as other projects secure the discretionary funds, more frequent runway closures for safety repairs and possible FAA sanctions or closure of the runway.

B. 
Public Transportation CIP Transfer to Transit Operating (Fund 3641) - $1,566,000
Transit has revised their projected average cost of ultra low sulfur diesel fuel for 2005 as discussed in the staff report for the 4th Quarter Operating Omnibus Ordinance (2005-0493). This appropriation represents the transfer of funds from fund balance in the Transit Capital subfund to Transit’s operating budget to support the expenditure. This request is in addition to a $3.2 million supplemental approved in the 3rd Quarter Operating Omnibus (Ordinance 15290). 
C. SWM (Surface Water Management) CIP (Fund 3292) - $565,000

The Water and Land Resources (WLR) Division is finalizing an agreement with the Washington State Department of Transportation (WSDOT) relating to a wetland restoration project on Taylor Creek, located by Highway 18 in Maple Valley. The request is backed entirely by revenue from Washington State Department of Transportation (WSDOT). WSDOT inadvertently drained a wetland during a road improvement project on Highway 18 between Hobart Road and Maple Valley.  

Several regulatory agencies (Washington State Department of Ecology, US Army Corps of Engineers, and King County DDES) required WSDOT to mitigate for this environmental damage, finally agreeing that the agency would fund a wetland restoration project planned by WLR. A total of $595,000 in pass-through funds have already been approved for this project in 2005. The project will restore Taylor Creek to a natural stream bed and recreate a wetland on property that was drained for farmland years ago.  The creek is a very productive salmon stream in the Cedar River watershed. 
2. Technical corrections 
($48,835)
A. 
Parks, Recreation and Open Space (Fund 3160) – Net $0 Change

316975 - Soos Creek Trail Phase 3 - $46,386

316976 – Bill Reams E. Sammamish Park – ($46,386)

The 1st Quarter CIP Omnibus Ordinance (Ordinance 14888) of 2004 included an incorrect project number which caused budget authority to be approved for the Bill Reams E. Sammamish Park.  This park project was completed in 2001 and has no need for additional budget authority. The proposed technical correction resets the budget authority for the intended project, the Soos Creek Trail Phase 3 project.
B. 
REET 2 (Fund 3682) – Net $0 Change

368216 - REET 2 Transfer to 3160 - $25,000


368249 – REET 2 Transfer to 3490 - ($25,000)


In the 2nd Quarter CIP Omnibus of 2005 (Ordinance 15246), the transfer budget authority associated with a $25,000 project created in Fund 3160 was inadvertently included in the transfer project tied to Fund 3490. This proposed change resets the budget authority in the intended transfer project.
C. Cable Communications CIP (Fund 3481)  -  ($101,836)
There are two technical corrections related to this fund: 

348102 - I-Net Capital Project ($48,835)
This is a technical correction which removes appropriation authority from the I-Net Capital Project. This is consistent with the I-Net business plan which includes in its financial plan the closure of the Cable Communications CIP Fund when the I-Net capital project is completed. The I-Net capital project is completed and this disappropriation is reasonable.  The fund closure ordinance (Proposed Ordinance 2005-0496) includes closing this fund.
348103 - CTV Equipment Replacement Project ($53,001)
CTV receives $100,000 annually from public, education and government fees collected from cable television users in unincorporated King County to purchase equipment.  Since the Cable Communications Capital Fund will be closed, there is the need to transfer unspent CTV equipment appropriation from the cable communication capital fund to the ITS capital fund.  The proposed disappropriation to enable this transfer is reasonable.

D. 
ITS Capital (Fund 3781) - $53,001
This request adds $53,001 in appropriation authority in the ITS Capital Fund to support the transfer of the existing CTV equipment replacement project from the Cable Communications Capital Fund to the ITS Capital Fund.  The proposed appropriation to enable this transfer is reasonable.

E. 
Budget to Repay Open Space Bond Anticipation Note – Net $0 Change

LTD Tax GO BAN Redemption 2001 (Fund 3803) 


380202 - BAN Repayment – ($28,247,806)


LTGO BAN Redemption 2004B (Fund 3523) 


BN5001 - BAN Repayment Open Space - $28,247,806



A technical budget adjustment is necessary to move the budget authority from the 2001 BAN Redemption Fund (3803) to the 2004B BAN Redemption Fund (3523). In 2004, new BANs (Series A and Series B) were issued for general government projects and for the acquisition of the Snoqualmie forest and open space. However, the budget authority to pay off both 2004 BANs was created in Fund 3803 only, the fund used to budget for general government projects. Therefore, there is a need to reduce budget authority in Fund 3803 and transfer it to Fund 3523, an Open Space sub-fund where the open space acquisition projects were budgeted and expended.  
STRIKING AMENDMENT:
The BFM Committee Chair has asked staff to prepare a striking amendment to implement the addition of four projects totaling $5,263,703 in 2005 which were proposed to be funded in 2006. These projects are backed by a transfer from the Current Expense (CX) fund. 
1. 
Housing Opportunity (Fund 3220) - $3,795,482


This would provide funding for the Jumpstart Initiative, a project that would enable the County to support the acquisition and rehabilitation of unused facilities such as motels for housing homeless persons. This initiative proposes to identify and gain site control of approximately five problem properties (such as closed or run-down motels) in order to “jumpstart” the process of redeveloping these properties into permanent, affordable housing.

2. 
OIRM Capital (Fund 3771) - $303,863

This would provide funding for a more flexible billing system for the Department of Adult and Juvenile Detention (DAJD). 

3. 
Building Repair/Replacement (Fund  3951) - $1,164,358

There are two projects proposed to be funded:

A. 
Regional Justice Center (RJC) Utility Cost Reduction Energy Project - $1,073,260

The utility cost reduction project for the RJC is intended to reduce or turn off energy consuming equipment when high occupancy courtrooms and detention facilities are not fully utilized, during unoccupied periods, and during setback hours.  The project will include conversion to variable speed drives (VFD) on HVAC equipment and installation of occupancy sensors, carbon dioxide sensors, and direct digital control (DDC) systems to reduce utility usage.  The anticipated energy savings estimated by Puget Sound Energy (PSE) is $141,000 annually.  PSE has proposed a one time rebate for the county estimated at $251,000 resulting from energy savings.  
B. 
District Court Ergonomic Furniture Acquisition - $91,098
District Court maintains that it has experienced an increase in the amount of leave time caused from repetitive stress injuries incurred by using older furniture that no longer meets the ergonomic needs of the employees. This appropriation would allow District Court to update the furniture used by both judges and courtroom staff.  
REASONABLENESS:

With the changes in the striking amendment, passage of this ordinance appears to be a reasonable and prudent financial and policy decision.

INVITED:

Bob Cowan, Director, Office of Management and Budget

Sid Bender, Senior Budget Analyst, Office of Management and Budget

ATTACHMENTS:


1. Striking Amendment S1 to Proposed Ordinance 2005-0494 with attachments

2. Title Amendment T1 to Proposed Ordinance 2005-0494
3. Proposed Ordinance 2005-0494
4. Transmittal Letter, dated November 10, 2005

5. Fiscal Notes

� Of the $227.6 million in supplemental appropriations approved in 2005, $196.3 million is attributed to the construction and expansion of Harborview Medical Center. 
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