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SUBJECT

Proposed Motion 2016-0348 would approve a plan regarding ongoing surface water management participation in funding roadway drainage projects.

SUMMARY

The County Council included a proviso in the 2015/2016 budget ordinance[footnoteRef:1] requiring the Executive to transmit to Council a plan regarding ongoing surface water management participation in funding roadway drainage projects and a motion that approves the plan.  The Executive transmitted a report entitled, “Ongoing Surface Water Management Participation in Funding Roadway Drainage Projects” (“the Report”) on June 28, 2016.  The Report provides information requested in the proviso, including alternative approaches for using surface water management revenues for drainage projects in King County road rights-of-way (ROW) and other information to support decision-making in the 2017/2018 budget development process.  The Report does not propose to change current guiding legislation or discount structures for the Surface Water Management (SWM) fee. [1:  Ordinance 17941, Section 77, Proviso P1] 


BACKGROUND 

Shared Responsibility for Drainage Infrastructure

Following King County’s merger in 1994 with the Municipality of Metropolitan Seattle, the then-Public Works Department was dissolved and its functions reassigned to a new Department of Natural Resources and Parks (DNRP) and a new Department of Transportation (KCDOT).  This reorganization directed how the county’s surface water drainage system would be managed:  KCDOT’s new Roads and Engineering Division (now Road Services Division) would manage drainage infrastructure located within the ROW, and DNRP’s new Water and Land Resources Division would manage the drainage infrastructure located outside of the ROW.  

Surface Water Management (SWM) Program
King County Code (K.C.C.) Chapter 9.08.02E authorizes the surface water management program to provide services including, but not limited to, basin planning, facilities maintenance, regulation, financial administration, public involvement, drainage investigation and enforcement, aquatic resource restoration, surface and storm water quality and environmental monitoring, natural surface water drainage system planning, intergovernmental relations, and facility design and construction.  

King County funds the SWM program by imposing a service charge on all developed parcels[footnoteRef:2] within unincorporated King County.  The rate reflects relative contribution of increased surface water runoff from a parcel, as generally measured by the amount of impervious surface on the property (see Table 1 below). However, residential properties (less than three residences), pay a flat rate; and roads and highways pay 30% of the rate of other properties with a comparable impervious surface.[footnoteRef:3]    [2:  K.C.C. 9.08.010(C) "Developed parcel" means any parcel altered from the natural state by the construction, creation or addition of impervious surfaces.]  [3:  RCW 90.03.500 -.525 provides the authorization for the county, as well as cities, towns, water-sewer districts and flood control zone districts, to impose rates and charges for storm water control facilities.  RCW 90.03.525 states that the discounted rate charged to state highways is “presumptively fair and equitable because of the traditional and continuing expenditures of the department of transportation for the construction, operation, and maintenance of storm water control facilities designed to control surface water or storm water runoff from state highway rights-of-way.”] 


State law mandates that a county cannot charge a SWM fee to state highways greater than that charged to its own county roads.[footnoteRef:4]  King County set its discount for county and State roads to “generally reflect both their impact on downstream surface waters and their management of the road drainage system.”[footnoteRef:5]    [4:  Per RCW 90.03.525 ]  [5:  Per 2011-RPT0171 Surface Water Management Fee Discount Rates for Non-Residential Parcels – Proviso Report] 


Over time, the cost of providing surface water management services has increased due to the impacts of inflation and annexations and federal and state requirements for the proper management of surface water quality and quantity.[footnoteRef:6]  In response, Council approved a 14% SWM Fee increase in 2013 (Single Family Residence [SFR] rates increased from $133 to $151.50) and a 13% increase in 2014 (SFR rates increased from $151.50 to the current level of $171.50).   According to Executive staff, WLR currently has a $12 million backlog of high priority stormwater facilities that will continue to grow if addressed at the currently funded level of service.  Executive staff estimate that adding $6.5 million for the biennium to the existing program would address current needs prior to failure and eliminate the backlog over 10 years.  [6:  These include the permitting requirement of the National Pollutant Discharge Elimination System (NPDES) General Municipal Stormwater Permit.  ] 



Table 1.  Current Surface Water Management Service Charges[footnoteRef:7] [7:  Source:  http://www.kingcounty.gov/depts/dnrp/wlr/surface-water-mgt-fee/rates.aspx] 

	SURFACE WATER MANAGEMENT SERVICE CHARGES (effective 1/1/2014)

	Class
	Impervious Surface %
	Rate

	Residential 
	NA 
	$171.50/parcel/year 

	Very Light 
	0 to less than or equal to 10% 
	$171.50/parcel/year 

	Light 
	greater than 10% to less than or equal to 20% 
	$413.38/acre/year 

	Moderate 
	greater than 20% to less than or equal to 45% 
	$905.91/acre/year 

	Moderately Heavy 
	greater than 45% to less than or equal to 65% 
	$1,546.40/acre/year 

	Heavy 
	greater than 65% to less than or equal to 85% 
	$2,116.79/acre/year 

	Very Heavy 
	greater than 85% to less than or equal to 100% 
	$2,638.96/acre/year 

	County Roads 
	NA 
	Set in accordance with RCW 90.03.525 

	State Highways 
	NA 
	Set in accordance with RCW 90.03.525



Road Services Division Drainage Program 

The Road Services Division (RSD) has budgeted drainage preservation at about $4 million each year since 2010[footnoteRef:8].  The drainage preservation capital program (CIP No. 1111819) addresses high priority drainage projects (existing or emergent) that pose a high safety and/or regulatory risk.   The Water and Land Resource Division (WLR) provides a prioritized list of improvements identified by combining the Field Priority Score and Habitat Evaluations to inform the drainage preservation work program.[footnoteRef:9]  [8:  First in the operating budget in 2010 and 2011; in the capital budget since then]  [9:  Scores for field priority reflect the problem’s threat to the public safety associated with the roadway and its contribution to drainage problems, on private property, downstream of the roadway. Habitat Evaluation identifies a project’s impacts or benefits to aquatic areas, fish habitats and their buffers and potential regulatory mitigation requirements.  See draft 2016 Transportation Needs Report (TNR) transmitted with PO 2016-0155.] 


The 2014 update of the Strategic Plan for Road Services (SPRS) estimated it would take an annual investment of $11.4 million over a period of more than 10 years to reduce the RSD’s backlog of known drainage projects. Subsequently, the recent Road Right-of-Way Drainage Trunk Line Inventory report completed in response to a proviso in the 2015-2016 adopted budget (Ordinance 17941, Section 53, Proviso P1) estimated that the cost to replace all failing drainage assets (24 inches in diameter or greater) as they fail over a 10 year period would be $335 million.[footnoteRef:10]  More aggressive levels of service are more expensive. The accompanying consultant report recommended immediate preservation action for 33 critical risk drainage assets and estimated the associated cost to be $6.46 million, with all estimated costs subject to -50% to 100% accuracy.[footnoteRef:11]   [10:  Road Right-of-Way Drainage Trunk Line Inventory, May 2016, page 3 http://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=2738332&GUID=54F4277D-46EF-4BB0-B6CC-956C501C4FC0&Options=ID|Text|&Search=trunk]  [11:  Road Right-of-Way Drainage Trunk Line Assessment Final Report February 12, 2016, pp ES-4 and ES-5.] 


Property taxes fund over three-fourths of the RSD’s budget, but property tax rates are capped[footnoteRef:12] and inflation together with property annexations have resulted in a major funding shortfall.  (RSD also receives a share of the state gas tax and revenue from its service contracts with cities.)  The updated SPRS included a new policy that roadway ROW users should pay for repairs within the ROW[footnoteRef:13].   [12:  At a maximum of 1 percent per year, plus the value of new construction or capped at $2.25 per $1000 assessed value, whichever is highest (it is currently at the capped limit).]  [13:  King County Department of Transportation Strategic Plan For Road Services, July 2014 update, page 22.] 


Funding for Roadway Drainage Improvements in the 2015/2016 Biennial Budget

As part of the adopted 2015/2016 budget,[footnoteRef:14] Council appropriated $12 million to CIP No. 1111819, RSD CW Drainage Preservation.  This included $4 million in SWM revenue to pay for drainage improvements in the Roadway ROW as follows: [14:  Ordinance 17941] 


· a $2 million transfer from the fund balance of the SWM CIP fund to RSD, and
· a $2 million transfer from SWM operating reserves to RSD, linked to an expenditure restriction[footnoteRef:15] [15:  Expenditure restriction ER1 in Section 77 required that $2 million of the appropriation to SWM be expended or encumbered “solely for transfer to the road services division to fund surface water management projects within the public right-of way in unincorporated King County.”] 

Council also included the following proviso in the 2015/2016 budget ordinance requiring the Executive to transmit to Council a plan regarding ongoing surface water management participation in funding roadway drainage projects:

“P1 PROVIDED THAT:

Of this appropriation, $500,000 shall not be expended or encumbered until the executive transmits a plan regarding ongoing surface water management participation in funding roadway drainage projects and a motion that approves the plan and the motion is passed by the council. The motion shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion.

A. The plan shall include, but not be limited to:
1. Information on the amount of surface water management revenue received and estimated to be received at the current rate from the state highway and county roads division for the ten year period from 2011 to 2020;
2. A plan describing how expenditures of state funding comply with state law;
3. A plan for continued use of revenues for investments in drainage projects in King County unincorporated area rights of way;
4. A plan for replenishing the operating rate stabilization reserve, the rainy-day reserve and the capital reserve, consistent with the county's comprehensive financial management policies;
5. A review of the state law and county ordinance regarding the amount paid for state and county roads and recommendations on changing the county's ordinance regarding this fee; and
6. A plan and schedule for future rate changes for the period from 2016 to 2027, as well as anticipated revenues from these rates, and identifying the anticipated revenues from the state and county roads division.

B. If this plan recommends any King County Code changes, a proposed ordinance that would implement those changes shall be transmitted at the same time as the plan required by this proviso.

The executive must file the plan and motion required by this proviso by June 30, 2016, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the policy staff director and the lead staff for the transportation, economy and environment committee, or its successor.”

As part of the first omnibus 2015/2016 budget supplemental ordinance[footnoteRef:16], the Executive proposed to reduce the transfer from SWM’s operating reserves to $1 million, eliminate the $2 million transfer from the SWM CIP fund balance, and appropriate $3 million in new Road Services Division fund balance to pay for the previously identified drainage projects in the roadway right-of-way.[footnoteRef:17]  Council instead directed the Executive to keep the $4 million in SWM transfers intact and directed RSD to spend the additional $3 million in new Road Services Division operations revenue on drainage projects. [16:  Ordinance 18110]  [17:  The new fund balance was due to cost savings from other projects and better-than-expected property taxes. The proposed SWM reductions were driven by an updated SWM financial plan and additional information with respect to projects previously programmed against the SWM fund balance.] 


In August 2015, the King County Flood Control District[footnoteRef:18] awarded a total of $351,064 in Flood Reduction Grants to the RSD to fund three flood risk reduction projects.[footnoteRef:19]  The RSD subsequently moved $1.5 million from its operating budget to the drainage program to fully fund the three projects, resulting in a $15 million drainage program for the 2015/2016 biennium.  Attachment 3 lists by funding source the budget, actuals and balance for drainage projects currently programmed in the 2015/2016 biennial budget.[footnoteRef:20]   [18:  The King County Flood Control District is a special purpose government created to provide funding and policy oversight for flood protection projects and programs in King County.]  [19:  Approved by Resolution FCD 2015-10.1 and memorialized in a Memorandum of Understanding between WLR and RSD effective 12/7/15 and in effect until 10/31/18.]  [20:  Data provided by the King County Office of Performance, Strategy and Budget] 


Table 2 below provides a summary of the spreadsheet in Attachment 3.

Table 2: 2015/2016 Drainage Program by Funding Source

	Funding Source
	2015/2016 Inception to Date Budget
	2015/2016 Actuals Biennium to Date at 6/30/16
	2015/2016 Balance

	Road Services Division
	$9,751,071[footnoteRef:21]  [21:  Includes $8 million from 2015/16 appropriation, $1.5 million from mid-biennial budget adjustment and $251,017 carryover from 2013/14.] 

	$7,257,093 
	$2,493,978 

	Surface Water Management Fund
	$4,000,000 
	$350,616 
	$3,649,384 

	Flood Control District
	$1,574,070 
	$102,571 
	$1,471,499 

	    TOTAL
	$15,325,141 
	$7,710,280 
	$7,614,861 



ANALYSIS

In response to Proviso P1 shown above, the Executive transmitted a report titled Ongoing Surface Water Management Participation in Funding Roadway Drainage Projects, dated June 2016, as Attachment A to Proposed Motion 2016-0348 (“the Report”).  As required by the proviso, the Report provides information about applicable laws and revenue sources, and it also presents a number of scenarios for expending SWM revenue, including alternative levels of investment in drainage projects in roadway rights-of-way.  The Executive will transmit a specific rate proposal tied to specific expenditures as part of the 2017/2018 budget process.

SWM Revenue Received from State Highways and RSD

The Report provides current and projected SWM revenue from state highways and RSD as shown in Table 3 below.  According to the Report, the decrease in SWM revenue from RSD in 2017/2018 and 2019/2020 is due reduced roadway miles due to anticipated annexations.[footnoteRef:22] [22:  Anticipated annexations, per March 2016 King County Office of Economic and Financial Analysis forecast, include NH Sliver and Triangle (January 2018), and N Highline Y, Renton West Hill and East Federal Way (January 2020)] 


Table 3.  SWM Revenue from State Highways and County Roads ($ millions)

	
	2011/2012
	2013/2014
	2015/2016
	2017/2018
	2019/2020

	WSDOT
	$1.59
	$1.96
	$2.08
	$2.08
	$2.08

	County Roads
	$7.59
	$8.87
	$9.31
	$9.23
	$8.70

	Total
	$9.18
	$10.83
	$11.39
	$11.31
	$10.78






Compliance with State Law

The Report notes that state law requires that funds collected from the state must be used solely for stormwater control facility purposes.  The law was amended in 2015 removing the previous requirement that funds collected from WSDOT had to be spent on WSDOT facilities.  Additional information with respect to how the county’s expenditures of state funding comply with state law is provided in the section of the report entitled, “Review of Legal Basis for SWM Rate and State and County Roads” (see below).

Plans for Use of Revenues for Drainage Projects in Rights-of-way and for Replenishing Reserves

The Report states that only $2 million of the $4 million in SWM funds from the 2015/2016 budget appropriation can be transferred without either cancelling approved WLR stormwater and water quality programs or depleting the reserves in the SWM fund.   The report proposes instead that more than $2 million be carried over into the 2017/12018 biennium for specified projects.  The report states that the 2017/2018 SWM rate can be developed to cover those project costs, thereby eliminating the need to deplete reserves and “thus not require a plan to replenish reserves.”  According to the report, the rate impact of an additional $2 million expenditure would be $7 per single family residential payer (a four percent increase above the current rate).

The Report references the abovementioned Road Right-of-Way Drainage Trunk Line Inventory report completed in response to a proviso in the 2015/2016 adopted budget (Ordinance 17941, Section 53, Proviso P1), which estimates that an outlay of $355 million to $500 million would be needed over a 10-year period to adequately maintain and preserve drainage assets that are 24 inches in diameter or greater.[footnoteRef:23] The Report estimates that this would require a SWM fee increase of 150% - 200% above the current rate (up to $251 - $354 per single family residential payer per year).   [23:  See report transmitted with proposed Motion 2016-0279.] 


Legal Basis for SWM Rate and State and County Roads

The Report identifies RCW 36.90,080, RCW 90.03.525 and King County Code Chapter 9.08 as the applicable state and local legal framework for the SWM rate, generally as shown below.  The Report notes that the Executive does not anticipate proposing any changes in the SWM fee structure for WSDOT or RSD.

RCW 36.89.080:  Storm water control facilities – Rates and charges

· Statutory authority for collection of the SWM fee

RCW 90.03.525:  Storm water control facilities—Imposition of rates and charges with respect to state highway rights-of-way—Annual plan for expenditure of charges

· SWM fees to WSDOT state road rights of within a local jurisdiction can be no more than 30% of the rate for comparable real property. 
· WSDOT cannot be charged a rate higher than what the local jurisdiction charges for its own road ROW
· Funds collected from the state must be used solely for stormwater control facilities

King County Code 9.08 Surface Water Management Program

· The SWM fee is collected based on a percentage of impervious surface
· Discounts are allowed to properties that have onsite stormwater management mechanisms
· Both county and state roads pay a maximum of 30% of what would be paid by a comparable property

SWM Rate Plan, Schedule and Forecast

The Report provides costs associated with potential components of the SWM fee and combines these into seven SWM fee scenarios.  The Report notes that the Executive will transmit a detailed rate proposal in connection with the 2017/2018 proposed budget in September 2016.  

SWM Fee Components: WLR Programs.  Table 4 below identifies the WLR programs currently funded by the SWM fee and illustrates how ongoing funding for those components and/or several additional expenditures might impact the 2017/2018 SWM fee for a single family residence.   The table shows that continuing the status quo WLR programs (not including $2 million of the $4 million 2015/16 carryover transfer for ROW drainage projects) would require a 10% SWM fee increase.  If status quo is defined as including the full $4 million carryover transfer, the required SWM fee increase would be 14%. Maintaining the status quo, plus all of the program expansions would require a 37% increase in the SWM fee (or 41% if the full carryover transfer is included in the status quo).

SWM Fee Components:  Right-of-Way Drainage. Table 4 also presents additional incremental costs and SWM rate impacts for funding drainage needs in the roadway ROW.  These costs include the abovementioned $2 million carryover transfer; $3.4 million to repair some of the identified facilities at risk of imminent failure; and $4.6 million to mitigate the impacts of a the SWM fee increase to RSD as a result of the additional roadway projects. (If the SWM fee is increased to provide more revenue to fund drainage work, RSD would have to pay more as a ratepayer in the current rate structure.) These three expenditures together would require an approximately 20% increase in the SWM fee.[footnoteRef:24] [24:  Actual costs may vary, as funding to mitigate impacts of a fee increase for RSD would depend upon the size of the fee increase.] 


Implementing all of the improvements listed in the table (WLR and RSD) would require an overall 57% increase in the SWM fee, with the annual fee for a single family residence rising from $171.50 to $269.98.



Table 4.  Potential Funding Packages for the SWM Fee

	Rate Component
	2017/18 Costs 
($ million)
	2017/18 Annual fee for a SFR*
	Percent Increase of Rate

	Existing services within existing rate
	48.5
	171.5
	0%

	Inflation to maintain existing services

Based on OEFA March forecast labor rates
	4.9
	17.32
	10%

	Implement asset management for WLR assets

This funding amount would implement the asset management program for WLR-maintained stormwater assets, prioritize investment based on condition assessments, and eliminate backlog of high priority facilities in 10 years.
	6.5
	23.12
	13%

	Expand programs to support agriculture and rural residents

This funding amount could expand local flood response and respond to rural flooding in 4 – 5 drainages, pilot beaver management strategies in response to rural flooding concerns, and expand the Agricultural Drainage Assistance Program (ADAP) to expand rural farm production 200 acres / year.
	2.3
	8.02
	5%

	Habitat restoration and water quality improvement capital program expansion

This funding could increase habitat projects along rivers by 7 projects and implement continuous improvement monitoring of habitat investments.
	1.7
	6.00
	4%

	Programs that improve performance – best run government

This could provide fee discounts to low income property owners, provide grants for community projects, and improve data management in support of asset management.
	2.5
	8.67
	5%

	Sub-total for WLR programs
	66.4
	234.63
	37%

	Table 4.  Potential Funding Packages for the SWM Fee (cont’d)


	Rate Component
	2017/18 Costs 
($ million)
	2017/18 Annual fee for a SFR*
	Percent Increase of Rate

	2015/2016 unfunded carryover transfer for ROW drainage projects

$2 million of the $4 million transfer
	2.0
	7.07
	4%

	Funding to mitigate impacts of fee increase for RSD

Offsets cost of increased SWM fee to roads from additional ROW drainage work (unfunded carryover and response to imminent failure as shown in this table)
	4.6
	16.26
	9%

	Respond to imminent failure in ROW

Would address some actual failures 
	3.4
	12.02
	7%

	Sub-total for WLR programs
	66.4
	234.63
	37%

	Sub-total for ROW Drainage
	10.0
	35.35
	20%

	TOTAL
	76.4
	269.98
	57%



Alternative Funding and SWM Fee Scenarios.  The Report creates seven potential scenarios that illustrate revenue and fee impacts from alternate decision packages.  Five of the scenarios include $17.9 million (a 37% SWM Fee increase) to fund scenario 3, which provides $4.9 million to preserve existing programs and $13 million to enhance and/or expand existing WLR programming.  Table 5 below summarizes information in the report as to revenue raised, expenditures, and SFR rate impacts for each of the seven scenarios.  
SWM Fee and Revenue Forecast.  The report also includes a table illustrating a six-year forecast for scenario 6, (respond to imminent failure of ROW drainage plus expand WLR programs), showing that the existing $171.50 SFR SWM fee would rise to $404.33 in the year 2021.  According to Executive staff, fees for other user classifications would rise proportionately.  This forecast assumes continual expansion of WLR programs (adding approximately $35 million through 2021) and gradually increasing funds to respond to imminent failure of ROW drainage (adding $34 million through 2021).  


Table 5.  Alternative Funding and SWM Fee Scenarios

	Scenario
	Total Revenue Raised
($ millions)
	2017/2018 Annual fee for a SFR*
	Change from Status Quo
	WLR Expenditures ($ millions)
	ROW Drainage Expenditures ($ millions)
	RSD’s SWM Payment  ($ millions)

	1. Status quo
	48.5
	171.50
	0%
	46.5
	2.0
	9.1

	2. Status quo plus inflation[footnoteRef:25] [25:  This rate includes the full $4 million 2015/2016 carryover transfer and so is approximately $7 higher than the status quo cost shown in Table 4, which assumed only $2 million of the $4 million carryover transfer.   This translates to a 14% percent increase in the SWM fee to maintain existing programs, compared to 14% in Table 5.] 

	55.4
	195.87
	14%
	53.4
	2.0
	10.4

	3. Enhance/ expand existing WLR programming
	66.3
	234.52
	37%
	66.3
	0.0
	12.5

	4. Eliminate SWM fee to RSD and WSDOT; +  S3*
	66.3
	306.01
	78%
	66.3
	0.0
	0.0

	5. Allocate marginal increase in RSD SWM fee to ROW drainage; cover 2015/16 carryover; +S3
	73.0
	258.00
	50%
	66.3
	6.6
	13.7

	6. Respond to imminent failure of ROW drainage + S3
	76.3
	269.77
	57%
	66.3
	10.0
	14.4

	7. RSD SWM fee to ROW drainage +S3
	81.7
	288.86
	68%
	66.3
	15.4
	15.4



* S3 = Scenario 3

Policy Considerations
The Report’s seven scenarios suggest a number of policy considerations when balancing the need for investments in right-of-way drainage, in drainage-related programs outside of the right-of-way and setting the level of the SWM fee.  For example, scenarios 2 and 3 show that enhancing or expanding existing WLR programs would require a SWM fee increase in addition to an increase simply to maintain existing programs at current levels.  Scenarios 5, 6 and 7 show that expanding existing WLR programs while increasing funding for right-of-way drainage will require even more significant SWM fee increases.  And scenario 4 illustrates how the cost burden would shift to other rate payers if RSD, which is the largest SWM ratepayer, were exempt from paying a SWM fee.[footnoteRef:26]   [26:  Other ratepayers include other public entities, non-profit property owners, commercial and investment property owners, and owners of single family homes.] 

However, other potential scenarios not shown in the Report could factor in additional policy considerations.  These could include, at a minimum, trade-offs such as providing more or less aggressive investment in critical drainage infrastructure, increasing or decreasing the proposed WLR program expansions across the board or selectively, and/or allocating costs differently among rate payers. 
Next Steps
While the Report notes that the Executive will transmit a detailed rate proposal in connection with the 2017/2018 proposed budget in September 2016, the information provided in the proviso response provides an initial baseline that can help cost out a range of policy approaches to funding drainage costs in King County.

The Proposed Motion would approve the report required by proviso.
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