
Government Accountability, Oversight and Financial Performance Committee
STAFF REPORT

	Agenda Item:
	8
	Name:
	Amy Tsai
John Resha

	Proposed No.:
	2012-0183
	Date:
	June 6, 2012


SUBJECT:  A motion accepting a report from the Executive on the projected annual revenue, workload and staffing needs of the real estate services section to provide services to the roads services division from 2012 through 2016, as required by provisos in the 2012 Budget Ordinance.
SUMMARY:
The 2012 Adopted Budget included a $150,000 proviso for the Real Estate Services section (RES) of the Facilities Management Division, $100,000 proviso for the Roads Services Division (Roads), and $50,000 proviso for the Office of Performance, Strategy and Budget requiring the Executive to report by April 30, 2012 on the projected annual revenue, workload and staffing needs of RES to provide services to RSD in 2012 through 2016.  The proviso requires that the report be adopted by motion.  The report was submitted on time and contains the elements required by the proviso.  
The general conclusion of the report is that, as expected, the Roads need for RES services is declining.  RES will perform surplus sales services to offset Roads's other declining service needs.  This would result in more support of RES by the General Fund next year. RES does not receive administrative costs for surplus sales until the time of sale.  The report will be helpful in preparation for the 2013 budget session.
BACKGROUND:

Real Estate Services

Real Estate Services (RES) is a section of the Facilities Management Division. It manages the county's property assets.  The county owns approximately 4,000 parcels of land with an assessed value of $7.3 billion.  
In addition to an Administration group, RES has three main units, which are Acquisition, Permitting/Franchising, and Leasing/Sales.   The main duties of each of the units are as follows:

· Acquisition Unit (8 staff)

· Property acquisitions by the county (appraisal, negotiation, drafting packages)

· Condemnations on rare occasion

· Appraisal services for acquisition and leasing

· Negotiating rights of entry with property owners

· Assisting owners with relocations after county acquisition of their property

· Permitting/Franchising (5 staff)

· Franchises, approving utility lines on county rights of way

· Right of way construction permits

· Easements on county lands

· Special use and vehicle permits, including overlegal hauling and temporary private or community activities

· Leasing/Sales (7 staff)

· Leasing of county property to others

· Leasing of private properties to the county

· Surplus sales

· Managing tax title properties

· National Pollutant Discharge Elimination System (NPDES) surface water program inspection and reporting

· Administration (3 staff)

· Section Manager

· Business, finance, accounting

· Space planning and supporting long-term lease fund

· Capital projects financial analysis (currently vacant)

· Communications for DES and FMD

Roads

The principal revenue source for the Roads Services Division is a property tax.  From 2009 to 2012, the property subject to this tax has fallen by 37%, from $52.5 billion to $33.1 billion.  This is due to annexations and lower property valuations.  
In response to shrinking revenues, Roads has reduced both its services and its Capital Improvement Program (CIP).  The 2012-2017 Roads CIP is approximately $241 million, a 42% decline from the 2010-2015 Roads CIP of $414 million.  The Roads CIP appropriation for the 2012 to 2013 biennium is $92 million ($31 million in 2012 and $60 million in 2013).  Barring a new revenue source this trend is likely to continue into the future. 
RES Activities Related to Roads

The three main support activities provided by RES to Roads includes 1) Roads CIP support performed by the Acquisition Unit, including acquisition of right of way and easements to support Roads CIP projects, operating sites, and emergency projects, 2) sale of Roads surplus property with some new work to be performed by Acquisition Unit staff, and 3) permitting performed by the Permitting Unit related to Roads, such as processing utility permits for work in King County rights of way.  Because permitting work is revenue-backed by permit fees and not billed to Roads, the activities of the Permitting Unit are not a focus of the proviso response.

Last Year's 2011 Proviso
In light of RSD's budgetary outlook, the Council in the 2011 budget required a report from RES on the impact of the Roads service needs on RES's workload and staffing needs for 2011 through 2015.  RES submitted the report in March of 2011.

The work unit most impacted by the Roads CIP budget is the Acquisitions group.  The 2011 RES report expected to offset the decline in Roads activity with an increase in activity for other services, for example assisting with major real estate projects such as the proposed sale of Summit Pit, contract parcel acquisition work marketed to other jurisdictions, annexation support work, and beginning in 2012, assistance with reducing backlog in the Permitting/Franchising unit.  
In the 2012 Adopted Budget, RES staffing was reduced from 26 FTE to 23.  The three reductions were in Administration.
2012 Proviso
In the 2012 Adopted Budget, provisos were included that required new reporting on the impact of the Roads budget on RES staffing, workload, and revenue.

The provisos state:

The report, which must be jointly prepared by the real estate services section ("RES"), the office of performance, strategy and budget ("PSB") and the roads services division ("RSD"), shall be on services to be provided to the RSD by RES.  The report shall include the projected annual revenue, workload and staffing needs of RES to provide services to RSD in 2012 through 2016. 

Representatives from RES, PSB and RSD must, in consultation with council staff, develop a template for reporting the projections.  The report shall include, but not be limited to, the following:

A.  The projected revenues to be received by RES from RSD for each year from 2012 through 2016;

B.  A description of the specific types of services RES anticipates providing RSD in each year.  The description should include a quantitative analysis of the services by: 1) identifying the staff performing the services by group, which are administration, acquisitions, permits and leasing; 2) position title; 3) hours billed to RSD per staff position; and 4) the percentage of the amount of hours billed to RSD to the overall projected hours to be billed for each staff person;

C.  An analysis of the number of RES full time employees, by staff position title, necessary to provide the anticipated services to RSD and the expected revenue from RSD for each year;

D.  A detailed description of RSD projects anticipated in each year, including the number of projects, type of project, project name if known and the anticipated revenue for the services RES renders to each project; and

E.  A detailed description of all other anticipated projects that are not RSD related projects.  These other projects shall be reported by year, including:  1) the number of projects; 2) the type of project; 3) the RES group that will perform the service; 4) the project name if known; 5) the user or customer; and 6) the expected revenues RES expects to receive for services rendered to each project.

The executive must transmit the motion and report required to be transmitted by this proviso by April 30, 2012, 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 and the lead staff for the government accountability and oversight committee or its successor.
The provisos have three procedural requirements:

· Must be jointly prepared by Real Estate Services, Office of Performance, Strategy and Budget, and the Roads Services Division

· Develop a template in consultation with Council staff for reporting projections

· Transmit a report and motion by April 30, 2012

The report must contain the following elements:

· Projected RES Revenue for 2012 to 2016, including Roads-billed services, Roads non-billed services, and non-Roads services

· Projected RES Workload for 2012 to 2016 services by project, including Roads and non-Roads projects

· Projected RES Staffing for 2012 to 2016 Roads services, by group and by hours billed per staff
ANALYSIS:

The proviso response complied with the procedural requirements of the proviso.  The proviso was prepared by RES in consultation with PSB, Roads, and Council staff.  The report was transmitted on April 30, 2012 by the proviso deadline.

Report Requirements

The provisos ask for RES workload, staffing, and revenue details.  Details are presented in Appendix A to the report, using a template developed in consultation with Council staff.

Appendix A meets the required components of the provisos, as described in the report beginning on Page 27.  Elements required by the provisos and produced in Appendix A to the report include the following:

· 2012-2016 revenues from billing Roads CIP

· Services provided for Roads CIP, including position titles and billable hours

· Roads projects that account for the 2012-2016 Roads CIP revenues to RES

· All other non-Roads projects with anticipated hours for 2012-2016, including activities supported by the General Fund.

It would be reasonable for the Council to approve the motion accepting the report.  The remainder of this staff report discusses the content of the report.

Declining Demand for Acquisition Unit Services
Roads CIP work performed by the RES Acquisition Unit is expected to decline significantly, as shown in the tables below.  This projected decrease and its impact on Acquisitions Unit workload and staffing is the main focus of the report.
Table 1. Actual Roads CIP Work (2008-2011)
	
	2008
	2009
	2010
	2011

	Roads CIP revenue
	$628,122
	$962,056
	$628,500
	$477,455

	Difference from previous year
	
	$333,934
	($333,556)
	($151,045)


Table 2. Projected Roads CIP Work (2012-2016)
	
	2012
	2013
	2014
	2015
	2016

	Budgeted Roads CIP revenue
	$650,000
	
	
	
	

	Projected Roads CIP revenue
	$357,750
	$325,000
	$230,000
	$225,000
	$105,000

	Difference from previous year
	($119,705)
	($32,750)
	($95,000)
	($5,000)
	($120,000)

	Acquisition Unit FTEs
	1.93 
	1.76
	1.2
	1.2
	0.6

	Budgeted FTEs
	3.40
	
	
	
	


The 2012 budgeted revenue for Roads CIP work was $640,000.  The projected 2012 revenue is $357,750, down by 44%.  For the adopted 2012 RES budget, the Acquisition Unit had 3.4 FTEs allocated to support the Roads CIP work.  The new forecast calls for 1.93 FTEs in 2012, a decrease in workload of about 1.5 FTEs.  
RES reports other declines in workload for the Acquisition Unit for 2012 as well, including reductions of 1.0 FTE for acquisition and relocation work under a Maple Valley contract and 1.3 FTE for other county agency billable work.  
2012 Billable Hour Workload Reductions (3.8 FTE):

· 1.5 FTE – Roads CIP

· 1.0 FTE – Maple Valley contract

· 1.3 FTE – Other KC agencies

In 2012, staff who were budgeted to work on those projects will be reassigned to new work initiatives (described below).  However, work on those new initiatives is projected to decrease by 1.6 FTE in 2013 and by 0.4 FTE in 2014.  The Facilities Management Division plans to recommend eliminating one real property agent position from the Acquisitions Unit and one supervisory position in 2013, and a second real property agent position in 2014.

New Work Initiatives
New work initiatives would be supported by the General Fund, at least initially.  In some situations, there can be cost recovery.  For instance, RES receives payment for surplus sales work at the time of sale.  At the outset, however, the new initiatives represent an estimated $675,000 in staff costs in 2012 and $375,000 in 2013.  The main ones (3.67 FTE in 2012) are identified below.
Eastside Rail Corridor (0.5 FTE)
There is a new, on-going body of work related to management of special use permits for private and public uses of the County's planned acquisition of the Eastside Rail Corridor Trail.  A supplemental request is expected in June of this year.
Environmental Initiatives (0.5 FTE)

There are two new bodies of work related to environmental initiatives. One involves coordinating the Water and Land Resource Division's water quality inspections of all tax title properties due to National Pollution Discharge Elimination System (NPDES) permitting requirements.  The second project relates to property title research for an EPA project for cleanup of county-owned property in the Duwamish Basin.  A supplemental request is expected later this year.

Surplus Sales and Annexation (2.7 FTE)

In 2012, RES plans to make up much of the workload shortfall with time spent expediting the surplussing of Roads properties.  This has the positive effect of clearing out properties that Roads does not need and generating revenue for both Roads and RES.  

There are 138 properties identified as potential Roads surplus.  They cover 758 acres and have a total assessed value of $31 million.  Any costs recovered from surplus sales would reduce the cost to the General Fund for these activities. However, RES does not have sufficient information at this time to estimate 2012 to 2016 surplus sales revenue.  
RES estimates a total workload of 9.8 FTE over five years to sell these properties.  For 2012, this includes 2.2 FTE that has already been expended on an existing marketing plan, 2.3 FTE for expediting the sale marketing program, and 0.4 in annexation-related activities
 (inventorying county interests and title reports within proposed annexation areas for property transfers and arranging for the property transfers).  The remaining 4.9 FTE body of work will be spread out over the next few years.

Below is a graph provided by Executive staff showing the projected workload from 2012 to 2016 for the new initiatives.

Figure 1.  RES 2012-2016 new workload.
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Conclusion

RES work for the Roads CIP is declining, as is additional Acquisition Unit work in other sectors.  In 2012, Acquisition staff will be repurposed to assist with new work initiatives including selling new Roads surplus properties and helping with annexations, Eastside Rail Corridor permit work, and new environmental initiatives.  

In the long run, however, the new initiative work will also decline. As a result, the Acquisitions Unit and RES are facing likely FTE reductions of 2.0 FTE in 2013 and 1.0 FTE in 2014.

REASONABLENESS:

The proviso response included all elements required by the provisos.  It has provided information that will be useful for the RES budget during the 2013 budget process.  It would be reasonable for the Council to approve the motion accepting the report.  Doing so would allow Real Estate Services, the Roads Services Division, and the Office of Performance, Strategy and Budget to access the appropriation authority held by this proviso from the 2012 budget ($150,000, $100,000, and $50,000, respectively).

INVITED:
· Steve Salyer, Manager, Real Estate Services Section, FMD

· Kathy Brown, Director, Facilities Management Division (FMD)

· Dwight Dively, Director, Office of Performance, Strategy & Budget

· Harold Taniguchi, Division Director, Roads Services Division
ATTACHMENTS:

1. Proposed Motion 2012-0183

2. Transmittal Letter dated April 30, 2012

� The next annexation under Interlocal Agreement is in Bothell aiming at an effective date of 12-31-2012 and has 16 RES controlled parcels.  Subsequently, the North Highline Area Y (Burien) annexation is in progress and will likely have an August 2012 election and an April 1st, 2013 effective date, if approved by the voters.  









