ATTACHMENT 2


Proviso Report Synopsis

Surface Water Management (SWM) Fee Discount Rates for 
Non-Residential Parcels

COUNCIL ACTION DURING 2011 BUDGET REVIEW
This report responds to a proviso in the adopted 2011 King County budget ordinance related to Surface Water Management (SWM) Fee adjustments for non-residential parcels. 

Ordinance 16984, Section 75, P1 calls for the Water and Land Resources Division (WLRD) to report to the Council by July 31, 2011 (deadline extended to September 26th), regarding SWM fee discount program for non-residential parcels that:

· Are served by one or more flow control or water quality treatment facilities, or 
· Can be demonstrated to provide flow control or water quality treatment of surface and storm water, in compliance with the standards in K.C.C. 9.04. 
In parallel with adoption of this proviso, the Council amended K.C.C. 9.08.080 to provide a temporary, 2-rate class discount for non-residential properties, effective through 2012.  

SWM FEE WORK GROUP
Staff from WLRD met with a work group comprised of representatives from the aggregate industry, Council staff, the Office of Performance, Strategy and Budget, and Executive’s Office during the spring and summer of 2011 to outline guiding principles, review the existing discount program, and analyze alternatives for restructuring the SWM fee discount program. 

In considering alternatives for updating our discount framework, one of the key guiding principles was the goal of more clearly linking actions “on the ground” to benefits in terms of reduced stormwater impacts on runoff volumes and water quality.  This guiding principle is consistent with the King County Strategic Plan by encouraging the use of incentives, technical assistance, and regulations to promote desirable environmental practices by individuals and businesses. 
Base in this principle, the work group acknowledged that the management of surface water is a joint partnership between the public and private sector and that those who burden the surface waters less should pay less.  The work group reviewed several options for an amended discount program, and came to the strongest agreement around a concept known as the Percentage Discount or “stackable” discount. 
Percentage Discount Options
The Percentage Discount would tie a flat percentage-based discount to each of several actions to control stormwater volumes, treat runoff, use “low impact development” techniques, and demonstrate compliance with stringent state and federal permit requirements. 

The work group reviewed three discount options, reflected on the following table:

	Factor
	Option 1
	Option 2
	Option 3

	Minimum – Maximum Percentage Discount
	10-90
	20-90
	20-90

	Basic Flow Control
	10
	20
	20

	Modern Flow Control
	20
	10
	20

	WQ Treatment
	20
	20
	20

	LID
	Up to 20
	Up to 20
	Up to 20

	NPDES Permit
	20
	20
	10


In evaluating the three options, the work group considered potential impacts to revenue and the number of parcels affected, which are illustrated in the following tables:

SWM Fee Revenue Impact
	Old Discount

(1 rate class)
	2011 Discount

(2 rate classes)
	2011 Actual Discount Given
	Percentage Discount Option 1
	Percentage Discount Option 2
	Percentage Discount Option 3

	$1,202,219
	$2,013,413
	$1,189,186
	$1,144,595
	$1,261,334
	$1,345,306


Impact on All Commercial Rate Payers w/Facilities (667 parcels affected)
	Comparison of Old vs. New Discount


	% Discount Option 1
	% Discount Option 2
	% Discount Option 3

	No. of Parcels w/Increased Fee
	406
	351
	294

	Largest Fee Increase (% Increase)
	$11,880 (97%)
	$9,203 (75%)
	$9,203 (75%)

	No. of Parcels w/Fee Increase > $10,000
	3
	0
	0

	No. of Parcels w/Fee Increase > $5,000
	13
	7
	7

	No. of Parcels w/Fee Increase > $1,000
	88
	65
	64

	No. of Parcels w/Decreased Fee
	216
	271
	373

	Largest Fee Decrease (% Decrease)
	$36,356 (86%)
	$36,356 (86%)
	$36,356 (86%)

	No. of Parcels w/Fee Decrease > $10,000
	8
	8
	8

	No. of Parcels w/Fee Decrease > $5,000
	11
	11
	14

	No. of Parcels w/Fee Decrease > $1,000
	56
	56
	71


Aggregate Discount

At the urging of the industry representatives, the work group also began analysis of an additional discount, referred to as the “Aggregation Discount”. This discount would provide the opportunity for landowners to apply for a discount based on management of multiple parcels as one “site.”  The executive staff stated their willingness to explore this discount option further to determine if there is a clear link between additional stormwater management benefits and the resulting discount.   The preliminary assessment of the proposed Aggregation Discount has not indicated a clear linkage.  

Concurrent with the work completed by the work group, WLRD identified the need for a comprehensive SWM Rate study as part of its 2012 Business Plan. The SWM Rate structure has not been updated in more than a decade, and WLRDs knowledge about the effectiveness of stormwater controls, as well technologies to efficiently analyze property characteristics, have advanced significantly.  
Perhaps just as important, a need for a full evaluation of services began to emerge because (1) unincorporated King County is becoming increasingly rural as a result of annexations, and (2) requirements for municipal stormwater National Pollutant Discharge Elimination System permits are being revised at the federal and state level.  
Report Recommendation

The Report supports the work group recommendation for a Percentage Discount, as well as the proposal for the aggregation discount be taken up in conjunction with the SWM rate study in 2012.    

In recommending this approach, the Report notes that it would allow:
· A coordinated and comprehensive evaluation of SWM service needs and full analysis of the SWM rate structure and the discount program,
· Discussions with the broader spectrum of affected ratepayers as to how the discounts would apply within the rate structure,
· Opportunity to examine possible refinements to the discount structure for not only commercial, but also residential land owners, and  
· Greater transparency, more predictability for affected rate payers, and greater efficiency in terms of updating our SWM billing system with a new rate and discount structure.  

The Report also notes that WLRD recommends proceeding with the rate study focusing on Option 3.  The industry representatives on the work group had expressed a preference for Option 2 but did not oppose Option 3.  The stated rationale for WLRD's selection of Option 3 are:

· Impacts the fewest rate payers – 294 receiving a higher fee versus 406 and 351, respectively, for Options 1 and 2.

· Gives appropriate credit for modern flow control (20%) like Option 1 but increases the minimum credit for basic flow control to 20% to reduce the impact to majority of parcels with facilities.  Note that modern flow control facilities (i.e., facilities designed to 1990 or later King County surface water design standards) are 4 to over 8 times larger than earlier flow control facilities.

· Gives a more appropriate credit of 10% rather than 20% for compliance with a state-issued NPDES stormwater permit.  While the permit provides additional assurance that a parcel’s stormwater controls will be properly operated and maintained, it is not a physical stormwater control and should not be credited the same as a physical stormwater control.

· Although it has the largest revenue impact of the three percentage discount options, the difference in impact between Option 3 and the old one-rate-class discount is only $143,087 or 0.7 % of the total base SWM fee revenue ($21 Million).

