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SJOBLRG = LVASHLENK

CONSULTING, INC

REPORT HIGHLIGHTS

RESULTS

Snohomish County’' s S u sefvigscam expdraittires were dérerallaingine witteits

mission and budget authority. However, revenues did not keep pace withe x pendi t ur e s , a

declined from $19 million to $7.4 million since 2012. This audit identified both internal and external factors that
contributed to this problem, focusing primarily on internal factors such as management decisions to increase capital
and personnel costs; program spending on services that were subject to more discretion than other services; and
S W M performance measurement system, which was generally not sufficient to reveal what SWM has achieved.

AUDIT PURPOSE KEY FINDINGS
To determine appropriateness of e Since 2009, SWM expanded its service territory and increased its efforts on the
SWM"s rate strt County’ s wit its Naiohal Pallutant ®ischarge Elimination System
SWM* s workl oad pemitandt he County’'s water quality
al location of programs. However, SWM overspent its resources in doing so.
mission.

¢ In 2015, SWM began to operate at a cash deficit and reduced its fund balance.
BACKGROUND This was due to both management decisions and to a variety of external factors,

including unrealized anticipated revenues, unanticipated expenditures, and an

The mi s si on of S

Surface Water Management (SWM)

Divisionisto“ wor k i n ¢

the community to protect and enhance
water quality and aquatic habitat, to
minimize damage from flooding and
erosion, and to preserve water
resources for f

SWM is primarily funded through
service charges assessed on
developed residential and  non-
residential parcels in unincorporated
areas of the Surface Water
Management Utility District. Utility rates
were last updated in 2009.

Since 2014, expenditures have
outpaced
balance has declined. As a result,

revenu

unexpected designation of $5.6 million of its fund balance for pension liabilities.

o As SWM expanded its service territory and increased its staffing resources in an

effort to recover from what it found to be reduced service levels stemming from
significant attrition through 2015, it began to spend resources at a rate that was
not sustainable through existing annual revenue streams. This was primarily the
result of a spike in capital project expenditures between 2016 and 2018 and
strategic decisions to fill existing vacancies, which effectively increased staffing by
25 percent. While unsustainable with existing resources, management at the time
believed that a utility service charge increase was inevitable, that it had sufficient
reserves to sustain a cash deficit in the short term, and that its efforts were
necessary to achieve established goals and its overall mission.

SWM expenditures were generally dedicated to services that furthered its mission,
but some spending was subject to broader management discretion. This includes
programs that benefit specific groups of property owners, payments to other
government entities, and expenditures related to salmon recovery and certain
aquatic habitat, floodplain, and water quality services.

iofing rend tainabl o Improved data gathering, tracking, and reporting will improve transparency, better
existing trends are unsustanable. enabling performance measurement, and help prioritize spending.

SUMMARY OF KEY RECOMMENDATIONS

e Continue the process initiated by the Business Plan by devising an action plan that brings expenditure levels in line with
revenues—including reducing discretionary expenditures or increasing utility service charges, or both— and presenting all
relevant information to the County Executive and County Council for deliberation.

¢ Continue asset management efforts, including populating the asset management system with all public infrastructure assets
and their condition, and reporting the estimated cost of all scheduled inspections, preventive maintenance, necessary repairs
and improvements, and the potential impact of deferred maintenance should funding not be available.

o Enhance performance measurement to include core lines of business, the resources dedicated to performing core services,
progress toward achieving inspection and maintenance targets, and the timeliness and responsiveness of services.

e Consider methods of prioritizing projects and report to County officials how priorities are established and projects selected,
existing project backlogs, and the impact of such backlogs; utilize fiscal data in performance measurement to illustrate how
SWM allocates fiscal resources and, relatedly, what is achieved as a result.
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A. Introduction and Background

The Surface Water Management (SWM) Division, housed within the Snohomish County Public Works
Department, is responsible for providing drainage infrastructure, habitat, and water quality services to

Snohomish County residents. The mission of SWMisto“* wor k i n partnership

and enhance water quality and aquatic habitat, to minimize damage from flooding and erosion, and to
preserve water resources for future generatio n SWM’serves a county population of approximately
358,000 residents and an estimated 105,000 residential parcels, and manages a surface water drainage
infrastructure that includes approximately 1,000 miles of stormwater drainage systems, more than 2,600
stormwater facilities, and approximately 3,200 road-crossing culverts, and approximately 1,600 miles of
county road—though stormwater assets that fall within the road right-of-way are a shared responsibility with
other divisions such as the Road Maintenance and Engineering Services. Additionally, SWM has a unique
surface water territory covering 1,250 miles of salmon bearing streams, two major river systems and their
estuaries, over 120 waterbodies, 34,000 acres of farmland over 200 miles of state highway, and 60 miles of
BNSF rail lines.

A1 Background of Surface Water Management in Snohomish County

In 1981, the Snohomish County Council established the countywide Storm and Surface Water Utility in
County Code, Title 25, pursuant to the Revised Code of Washington (RCW). RCW authorizes the County to
provide water quality restoration and storm and surface water management services, and authorizes usage
of utility service charges for stormwater programs throughout unincorporated Snohomish County and within
its cities and towns for the benefit of all residents.! The purpose of the Storm and Surface Water Utility, as
established in County Code, was to prepare and implement “comprehensive drainage basin plans which
respect and pr es er vmaimize water quditp degradatipn; cantrolw a t e r
accommodate, and discharge storm runoff; provide for groundwater recharge; control sediment; stabilize
erosion; establish monitoring capability; and rehabilitate stream and drainage corridors for hydraulic,
aesthetic, and fisheries preservation and enhancement reasons. 2”

In 1983, the County Council created the SWM Division within the Snohomish County Department of Public
Works to manage the Storm and Surface Water Utility. In 1987 the County Council authorized the collection
of utility service charges in designated areas of the unincorporated County, called Watershed Management
Areas (WMAs). Through the 1980s and 1990s the County Council incrementally expanded the geographic
area of the WMAs and associated utility rates.

" Revised Code of Washington §36.89
2 Snohomish County Code §25.01.020(b); Ordinance 81-039

SJOBERGEVASHENK Page |2

wi th

cours



S no h o mi s hNatiGnal Bollutang Dissharge Elimination System Permit

The federal Clean Water Act of 1987 expanded the National Pollutant Discharge Elimination System
(NPDES) permit system to include permits for municipal storm sewer systems. The US Environmental
Protection Agency is responsible for administering the NPDES permit system and delegated this
responsibility to the State of Washington, Department of Ecology.

In 1995, the Washington Department of Ecology issued the first NPDES municipal stormwater permits to
six cities and counties, including Snohomish County. There are ten major programmatic requirements in the
permit. While several County departments have significant responsibilities with respect to NPDES permit
requirements—including the departments of Public Works, Planning and Development Services, Parks,
Airport, and Facilities Management—SWM has significant responsibilities in all ten areas and is charged
with overall coordination of permit-required activities in the County.

In 1988, pursuant to RCW, the Puget Sound Water Quality Authority issued the 1989 Puget Sound Water

Quality Management Plan,3 which called for prioritizing watersheds in the Puget Sound basin; the

devel opment of wat er s h e dintsougepdutor enhancetwatepqualédyn s t o
and protect beneficial uses;-bpendnghehptbfeésh
“pr ot ect i“mnd989fthe Goumty Couacibcteatecdhadditional WMAs and re-instated a broader
purpose of S p¥de acomprehensivefapproaeh to inapaging surfacé water in order to
respect and preserve t he [bdes protecywate quaityt conteola ms , | ak
accommodate, and discharge storm runoff; provide for ground water recharge; control sediment; stabilize

erosion; establish monitoring capability; and rehabilitate stream and drainage corridors for hydraulics,
aesthetics, a Byd992fthe Gointghadiestadisheth 1¢ distenct WMAs sfollowed by the

1993 creation of the Stillaguamish Clean Water District (CWD) and the advisory board to review CWD

activities, budget, and priorities. In 1996, SWM managed three geographic areas, the South County WMA,

Snohomish WMA, and the Stillaguamish CWD—and faced increasing regulatory requirements, particularly

through a newly-issued 1997 NPDES permit.

The Endangered Species Act & SWM's Salmon and

The 1973 Endangered Species Act (ESA) established a program, administered by the federal National

Oceanic and Atmospheric Administration Fisheries Service and the U.S. Fish and Wildlife Service

agencies, for the conservation of threatened animal and plant species including their habitats. In 1997, the

US National Marine Fisheries Service stated its intent to propose the Puget Sound Chinook salmon for

listingunderthe ESA;t he | i sting woul d r e q u-+meaning8aptueetrapmi s h C
kill, collect, harm, hunt, shoot, wound or transport—Chinook salmon through any of its actions.

3 Revised Code of Washington §90.70.055
41989 Puget Sound Water Quality Management Plan, Oct. 19, 1988
5 Snohomish County Code §25.05.010(3)
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In response, the County began coordinating with bordering King and Pierce counties to respond to the
potential listing® by appropriating funds and continuing to develop a comprehensive approach to protecting
Puget Sound Chinook salmon species and habitat.” The tri-County approach outlined county efforts to
include the following:

e Restore healthy Puget Sound Chinook salmon populations;

e Protect habitat rivers and streams;

e Actively participate in the tri-county effort;

e Prepare coordinated County capital project program, including land acquisition;
e Provide scientific analysis for salmon habitat; and

e Coordinate an extensive public involvement, education, and outreach program.

In 1999, the federal government listed the Puget Sound Chinook salmon and bull trout as endangered
species. Under the ESA, the County was designated the co-lead entity for the implementation of the
Stillaguamish Watershed Chinook Salmon Recovery Plan and the lead entity for the Snohomish River
Basin Salmon Conservation Plan.g The Stillaguamish Implementation Review Committee (SIRC) and the
Snohomish Forum developed recovery plans for the Stillaguamish and Snohomish basins. In 2005, the two
plans were finalized and incorporated into the Puget Sound Salmon Recovery Plan, which was formally
adopted by the National Oceanic and Atmospheric Administration in January 2007. Additionally, in 2005,
Snohomish County Council ratified the Water Resource Inventory Area (WRIA) 8 Watershed Chinook
Salmon Conservation Planidentif y i n g t h e th€developmenyahd émplementatian of hakitat
restoration projects within WRIA 8.2 Some of these responsibilities were also memorialized in the County
Comprehensive Plan, such as the continuation of tidal marsh restoration project planning on North Ebey
Island, Drainage District 6 and Smith Island. Wi t h Co u n d ihle’ sCrolsiinnvariguoEBAt o f
plans and activities, SWM was directed to take a lead role in salmon recovery and marine habitat planning,
as well as the coordination of efforts and planning for various nearshore, estuary, lowland tributaries and
mainstream river projects.

A.2 Organizational Structure

As of December 2018, the County budget appropriated SWM a staff of 95 Full Time Equivalent (FTE)
positions, including one division director, two section managers, and six supervisors overseeing each of the
six sections. This is illustrated in Exhibit 1, including vacancies as of April 2019.

& Snohomish County Council and County Executive Joint Resolution 98-004, February 25, 1998
7 Snohomish County Ordinance 98-258, Amended

8 Snohomish County Council Resolutions 05-025 and 05-026

9 Snohomish County Council Resolution 05-034
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EXHIBIT 1: SWM ORGANIZATIONAL STRUCTURE

DIRECTOR SPECIAL PROJECTS

GIEZ D)l iy | M (4DIRECTREFORTS) [~ COORDINATOR

(Vacant)
[ 1
EMGIMEERING MANAGER PLANMING MANAGER
50 FTEs 40 FTEs

T II 1 I II

DRAINAGE SYSTEM CAP RESOURCE FISCALADM PROGRAM FLOODPLAIN
MAMAGEMENT = Flrr_;;_ MONITORING T N PLANNING SERVICES
17 FTEs @V ies) 15 FTEs (v ies) 14 FTEs 15FTES

(2 Vacancies) s (0 Vacancies) A {0 Vacancies) (3 Vacancies)

Source: SWM Organizational Chart, April 2019.

Below is a brief description of SWM'’s six sections, and the roles and functional responsibilities of each:

v Drainage System Management: Implements NPDES requirements by inspecting, maintaining,

and repairing public and residential stormwater treatment and storage facilities; inspecting and
providing technical assistance for water quality elements of private businesses; and collecting and
maintaining drainage inventory data.

Capital: Provides full implementation (preliminary and final design through construction
management support) of drainage/road flooding projects, water quality improvement projects,
failing infrastructure replacement projects, and fish passage culvert projects. The section also
provides technical assistance, maintenance, and coordination for drainage problems identified on
public property and private residences, as well as analyzes plans and completes preliminary
designs of drainage and water quality facilities in certain habitat geographic areas and is
responsible for completing NPDES permit requirements of basin planning and capital construction.

Resource Monitoring: Provides technical science support to SWM, including monitoring water
quality and habitat conditions of County rivers, lakes, and streams and post-project monitoring of
capital projects. This section also provides science support to salmon recovery planning, critical
area regulations, and a range of lake management services. Performs services related to NPDES
requirements, such as water quality monitoring, pollution identification and elimination and
coordinates, tracks and reports County NPDES activities on behalf of the entire County.

Program Planning: Provides various support and coordination services with forums and
committees such as the Stillaguamish Watershed Council, WRIA 8 Salmon Recovery, the
Snohomish Basin Salmon Recovery Forum, the Snohomish-Stillaguamish Local Integrating
Organization (LIO), the Snohomish County Marine Resources Committee (MRC), and the
Sustainable Lands Strategy (SLS). This section supports SWM efforts in salmon recovery, shellfish
protection, Puget Sound restoration and other habitat restoration, planning, and implementation.
Program Planning staff provide education and outreach to county residents as required by the
NPDES permit and outreach and technical assistance to landowners, and manages the native
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plant nursery program which provides plant material and technical assistance to other divisions for
restoration projects and administerst he Count y’ s Nat iuditpRathg FI| ood |
System Program which provides cost reductions for flood insurance to property owners.

v" Floodplain Services: Provides various services related to flood plain management including river
gauging, warning and flood response assistance to the public, and dike and levee maintenance for
the County. This section designs and implements bank stabilization and habitat restoration projects
along floodplains, rivers, streams, and marine shores. Further, the Geographic Information System
(GIS) analysts within this section support all SWM divisions by providing technical assistance,
spatial analyses, and asset tracking.

v Fiscal and Administrative Services: Provides all fiscal administration and general office support
for SWM, including budget development, expenditure tracking, purchasing, grant management,
and utility billing. It also provides financing assistance for the County’ geptic grant and loan
program and coordinates the County’s websi

A.3 Program Funding & Resources

As a public wutility, S Vipproved utiltyservice eharggs. Countyn d i ng <c o
Code authorizes the County to establish a surface water management program, to develop a rate structure

guided by land use classifications and degree of impervious surface, and to provide services related to

water quality and water quantity.10

Residential and commercial property owners in unincorporated areas of Snohomish County are charged an

annual “base” service charge. There are four base utility service charge categories. Three base categories

are charged a flat annual rate including single family residence, residential condominiums, and farms; while

one base category is a tiered rate for non-residential—generally referred to as commercial—based on

parcel size and percent of impervious surface. Some properties within District boundaries, including

County-owned property such as roads, parks, airport and other buildings,ar e char-gesdsi d aet i ak
rate, while service charges are not assessed on certain other properties, such as non-developed properties

and tribal lands, including the Tulalip Reservation.

In addition to this base service charge, all property owners in defined urban growth areas (UGA), are
charged an additional UGA surcharge to fund increased demands for drainage-related capital projects in
UGAs. Below, Exhibit 2 provides a table with each of the utility charges.

10 Snohomish County Code §25.20.14
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EXHIBIT 2: SWM ANNUAL SERVICE CHARGES

Flat Rates

Single Family Residential

Base Annual Service Charge

$90.00 per dwelling unit

Additional UGA Charges
$32.00 per dwelling unit

Condominium

$81.00 per dwelling unit

$28.80 per dwelling unit

Farm

$90.00 per parcel

$32.00 per parcel

Per Acre Parcel Rates

Exempt (less than 1%) $0 $0

Very light (1% to 19%) $26.99 per quarter acre $9.60 per quarter acre
Light (20% to 39%) $90.00 per quarter acre $32.00 per quarter acre
Moderate (40% to 59%) $149.95 per quarter acre $53.32 per quarter acre
Heavy (60% to 79%) $203.97 per quarter acre $72.52 per quarter acre
Very Heavy (80% to 100%) $269.97 per quarter acre $95.99 per quarter acre

Source: Title 25, Snohomish County Code.

In addition to the base service charges and UGA surcharges, SWM also collects other service charges for
services provided to lakefront owners. For example, some properties adjacent to select lakes—such as
Lake Goodwin, Shoecraft, Ketchum, Stevens, and Serene—pay additional service charges for the
management and monitoring of water quality, algae levels, aquatic plant species, and construction and
maintenance of outfall infrastructure. These service charges are included in Snohomish County Code, Title
25, to be part of SWM services; however, each of the service charges are collected for a location-specific
purpose. For example, in addition to the $90 utility base service charge, parcel owners on Lake Goodwin
and Lake Shoecraft are assessed an annual $60 per-parcel water quality restoration service charge for the
purpose of managing and controlling invasive aquatic plant species.

The C o u ssudrface water utility rate structure remained relatively unchanged between 1997 and 2009,

when the County Council significantly increased itsratest o s upport SWM’ s efforts
permit. Since 2009, utility rates have remained unchanged, resulting in a rate structure that has provided a

steady and reliable source of revenue for SWM, ranging between $17 million and nearly $20 million

annually, as illustrated in Exhibit 3.
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EXHIBIT 3: SWM UTILITY SERVICE CHARGE REVENUES, 2009-2018

Source:Fi nanci al records generated by SWM through t

In addition to the utility service charges paid by County customers, over the past 10 years SWM received
revenues from a variety of other sources, including the following:

v County Road Fund: The Snohomish County budget appropriates funding annually from Public
Wo r Road Fund. These funding resources s u p p o r rbad fiSotdihiyl sergices, including
activities such as river gauging and culvert projects; in addition to annual appropriations, SWM may
also be reimbursed from the Roads Fund for additional work not covered through this annual
appropriation.

v Real Estate Excise Tax (REET) II: The County budget often, but not always, appropriates REET II
funds for use on SWM capital projects specified in the Capital Facilities Plan, which is tracked
through SWM Annual Construction Plan. REET Il funding levels haves varied from year-to-year
over the past decade.

v Grants: SWM receives federal and state grant monies to help fund capital, planning, or other
special projects; monies awarded are restricted depending on grant source and purpose.

v Shared Costs: SWM receives revenues based on work performed on behalf of partner entities,
such as local tribes, cities, and neighboring counties. These arrangements are typically
memorialized in interlocal, joint funding agreements, participant letters of commitment,
intergovernmental services agreements, or other formal agreements.

These additional revenue streams resulted in some variability in S W M toted revenues from year-to-year,
as illustrated in Exhibit 4. While SWM" s p r i ma r y—serviee chargest—experigncedinomina
but reliable revenue growth over the past decade. This growth was generally due to increased development
and expanded revenue districts. Other revenue sources, such as one-time grants, REET Il monies, and
shared costs used to fund capital or other special projects, have provided short-term and variable boosts in
revenue. While Exhibit 3 illustrates the revenue stream SWM could rely on from year-to-year, Exhibit 4
illustrates actual revenues received. Key sources of recent revenue variability include large one-time capital
projects such as the Smith Island project, which brought in nearly $19 million in grant revenues between
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2007 and 2018, and the Ash & Maple project, which brought in nearly $3 million in cost sharing revenues
from the City of Lynnwood between 2017 and 2018.

EXHIBIT 4: TOTAL SWM REVENUES, 2009-2018

] ] ] ] ]

Source: Financial records generated by SWM throughthe Count vy * s f i nanci al management syste
As illustrated in Exhibit 5, the County budget appropriated SWM funding in three main categories:

Operations, Maintenance, and Capital. Between 2016 and 2018, SWM expended between $31 million and

$32 million annually between these three categories.

EXHIBIT 5: SWM ADOPTED BUDGET TO ACTUAL COSTS FOR FISCAL YEARS 2016-2018

Category Budget Actual Budget Actual Budget' Actual

Operations $10,121,826 $9,305,521 $10,435,654 $10,053,374 $10,817,360 | $10,073,318

Maintenance $4,377,062 $3,907,678 $4,237,014 $4,041,169 $4,223,573 $4,259,272

Capital $21,767,342 $17,723,246 $24,102,280 $17,976,334 $20,829,277 | $16,959,714

Total 36,266,230 $30,936,445 $38,774,948 $32,070,877 $35,870,210 | $31,292,304

Source: Snohomish County adopted budget and financialrecordsg e ner at ed by SWM through the Cq«

management system.

Note: ' According to management, in 2018, Public Works transferred $50,000 in budget authority from the capital program to the
maintenance program, which is not included in this table.

A4 The 2018 Surface Water Management Utility Business Plan

The 2009 utility rate increase adopted by County Council initially resulted inther a p i d

growth

balance, as the additional revenues were not immediately expended. The increase in revenues and stability

in expenditures created a spike in fund balance reserves; between 2008 and 2011,

SWM’ s

increased from approximately $7 million to $19 million, a 182 percent increase in just four years.

SJOBERG " EVASHENK
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Despite this growing fund balance and steady-to-increasing revenues observed since 2009, SWM found
that actual revenues had not grown fast enough to keep pace with inflation—including the increasing cost
of goods, services, construction, salaries, and benefits—or its growing business needs. Because of this, in
2017, SWM began to re-evaluate its rate model and structure, obtain ratepayer and stakeholder input
regarding potential rate increases and service impacts, convene an advisory panel consisting of various
stakeholders, and hire third-party consultants to advise them on developing a strategic plan. SWM
management presented the culmination of these efforts in the 2018 Surface Water Management Utility
Business Plan (Business Plan). The purpose of the Business Plan was to provide a process for SWM to
carry out the following tasks:

e Clarify SWM' s existing, services and target
e Identify stakeholder and ratepayer expectations,
o Align future revenues with those desired levels of service, and;

o |dentify the rates necessary to provide those levels of services.

In doing so, SWM hoped to develop a strategy to stabilize its fund balance; address ratepayer and

stakeholder concerns; maintain compliance with federal, state, and local regulations; and develop a long-

term funding strategyt o0 keep pace with 't he aBddheincreasedcssts i ncr e a
of providing such services.

The Business Plan focused primarily on two key points: (1) while SWM has been able to maintain a base-
level of service with existing resources, there is a demand for enhanced service levels, which SWM
presents for the consideration of County officials; and (2) existing resources are not sufficient to fund these
service enhancements and, in the foreseeable future, will no longer be sufficient to fund the base-level
services currently provided by SWM.T h i s p r e Bng-terh vision-SeWhdhcedservice delivery—
and its most pressing short-term challenge—securing adequate resources to ensure minimum
sustainability.

In the long-term, SWM identified through benchmarking, community outreach, surveys, and stakeholder

and partner interviews as many as 19 service enhancements that it believed were worthy of investment. Of

t hese, 15 wer e r e c o0 mmssiongpresehtedn the Busiaess Plan. Ofthe 18 WM’ s s
service enhancements the top priority investments include (1) replacements of old infrastructure prior to

failure, (2) removal of pollutants in stormwater runoff from County roads and (3) replacement of fish

passage culverts at double the current rate to increase fish habitat and address failing infrastructure

problems.

Inthe short-t e r m, however, the sustainability of S WM’
Plan notes that the lack of a rate increase since 2009, the increased demand for services, and the cost of

maintaining expected service levels has led SWM to operate at a cash deficit. Asaresult, S WM’ s cas h f |
was negative between 2015 and 2018, and S WM’ s f u wag] as df the issaance okthe Business

Plan, projected to be fully depleted by sometime in 2019 without any service reductions, as illustrated in

Exhibit 6, unless measures are taken.
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EXHIBIT 6: SWM YEAR-END FUND BALANCE

Millions

$20
GASB requirement
for retirement
$15 / reserves
$10 Fund balance WITH
2018/19 service
N /reductions
$5
Fund balance WITHOUT /" \™.____
2018/19 service
reductions
$0
2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2049 | 2020
-$5

Source: 2018 SWM Utility Business Plan.

According to SWM, several factors contributed to this decline in fund balance. These include the following:

v Diminished Buying Power. According to the BusinessPlan,ak e y f act or t o

balance was the diminished buying power of its service charges. SWM conducted a rate structure
analysis and a wutility benchmarking
among the lowest in the Puget Sound region; (b) SWM service charges had not been adjusted
since 2009, whereas most stormwater utilities in the Puget Sound region had experienced rate
increases during this time; (c) the existing rate structure was not adequate to sustain a base level
ofservice;jand( d ) S WM’ s desiga wasoutdated, notindinie withr inglustry standards or
t he Count yahdsesulieddnlinéquities in tige applidation of service charges,
particularly to commercial properties. All of this contributed, according to the Business Plan, to the
reduced buying power of revenues derived from SWM service charges, which could be resolved
through modificatonof SWM' s r at e structure.

Exemptions and Credits. As an alternative to, or in conjunction with, a modification to the rate
structure, the Business Plan identified several rate exemptions or credits that effectively reduced
available resources; it found that a modification to such exemptions or credits could offset potential
rate increases. County Code exemptions and credits to SWM service charges reduced S WM’ s
revenues, according to management, by roughly $2.2 million annually. As of the end of 2018,
variousparcels| oc at ed i n  SvékeMXenspt frosn er weve pravided a aredittasa
specified by state law and in County Code. For example, other NPDES permit holders receive a 35
percent credit resulting in an estimated $600,000 of unrealized revenues, and County Code
provides public and private schools a credit of approximately $510,000 annually. Other entities with

SWM’ s

anal
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exemptions and credits include diking, drainage and flood control districts, cemeteries, low income
senior or disabled persons, and open space lands.

v Unrealized Revenues. Anticipated fiscal resources were not always realized during the period
between 2009 and 2018. The Business Plan notes that, in recommending the existing rate
structure, the 2008 rate study projected that SWM would continue to be appropriated
approximately $3.5 million in REET Il revenues annually, and that an annual rate adjustment would
be considered. SWM received an average of approximately $580,000 per year between 2012 and
2018, which, according to management, resulted in fewer resources for capital projects. Further,
when existing service charges were adopted, SWM collected Real Personal Property Tax (RPPT)
revenues that permitted SWM to provide floodplain and water quality services in territories outside
of SWM utility service areas; these revenues were eliminated in 2011. While SWM continued to
provide floodplain and water quality services funded primarily by remaining RPPT funds and grants
it was not until the expansion in 2016 where SWM collected services charges to provide utility
services to those areas. Future reductions in capital resources are also anticipated, as County
Code contains a sunset clause that will eliminate the UGA surcharge in 2021. These anticipated
revenues were gener aYedrfipancialplaosor por ated i nto

In addition to these examples of actual or potential unrealized revenues, SWM management
anticipated the availability of its full fund balance to meet operating and capital funding needs. Yet,
while SWM had accumulated a large fund balance in the years following 2009, as shown in Exhibit
6, a mandated designation of $5.6 million for long-term pension liabilities required by Government
Accounting Standards Board (GASB) significantly reduced fund balance reserves available for
SWM operations.

v Unanticipated Mandated Expenditures. The Business Plan noted several instances in which
SWM was required to fund certain activities or costs that it did not anticipate when its rate structure
was adopted in 2009. For instance, SWM spent roughly $3 million to conduct a three-year study
required by t h e ac6stthatwasnptantcipathdPaddcisted withehe Little t |
Bear Creek watershed; this study identified an estimated $55 million in needed water quality
infrastructure and restoration. In another example, the Business Plan cites 2015 County
stormwater regulations that required (when feasible) construction of multiple and smaller low
impact development (LID) systems, the effect of which is expected to substantially increase
inspection and maintenance costs.

In addition to these unanticipated costs, management also did not anticipate at the time service

charges were last updated that the revenues would also be used to pay for countywide storm and

surface water services related to the NPDES permit. This included direct annual costs associated

with the State’s issuance of the permit |
legal support of the annual NPDES permit, which together cost approximately $360,000 annually.

According to the Business Plan, these unanticipated costs, in conjunction with the reduced buying
power of SWM service charges, contributed to the diminished fund balance.
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v Increased Demand for Services. Finally, according to its Business Plan, SWM experienced an
increase in demand for basic services over the past decade. For example, between 2009 and
2017, the number of drainage facilities requiring annual inspection and maintenance nearly tripled,
and the requests of ratepayers needing services to address flooding and water quality concerns
also increased. Despite diminishing resources, as described above, SWM notes that base-level
workload demands are increasing: increased capital assets require increased inspections and
maintenance; aging infrastructure requires more costly maintenance and replacement; and each
NPDES permit includes incrementally increasing obligations. Because of this, SWM found that it
was doing more with less, and it relied on its large fund balance to sustain service levels.

Given its long-term vision for enhanced service levels and its short-term funding challenges, SWM

proposed sixpotentiala | t er nati ves f or t h ewhetAltermatiteyand2x ec ut i v e
increase services, Alternative 3 and 4 maintains current services, and Alternative 5 and 6 decreases

services.!! These alternatives ranged from increasing utility service charges by 70 percent in one year

(from $90 to $153) and enhancing services countywide, to maintaining the existing service charge structure

and reducing approximately $8 million in services, between 2019 and 2023. Specifically:

e Alternative 1 increases SWM annual service charge to $153, and maintains the $32 UGA charge to
fund an estimated $6.5 million annual cost of services beyond base-level while including the 15
service enhancements.

e Alternative 2 enhances base-level services by including nine service enhancements, this
alternative increases SWM annual service charge to $131, and maintains the $32 UGA charge.

e Alternative 3 maintains base-level services, increases annual service charges to $113, continues
the $32 UGA charge, and assumes annual County (e.g., REET Il) appropriations of $600,000.

e Alternative 4 also maintains base-level services,sb ut changes SWM' s rate st
$128 service charge, discontinues the UGA charge, and assumes annual County (e.g., REET II)
appropriations of $2.1 million for 2019 and 2020.

e Alternative 5 combines a modest increase in service charges and a limited reduction in SWM
services. This alternative increases the annual residential service charge to $122, eliminating the
UGA charge, and assumes $2.1 million in additional annual County (e.g., REET ) appropriations
for 2019 and 2020.

e Alternative 6 is the “no action” alternative, where SWM service charge remains at $90, the UGA
charge is discontinued after 2021. Ultimately reduces SWM programs and projects by $8 million by
2023 and risks significant personnel cuts, all of which eliminate SWMs ability to sustain long-term
levels of services and may compromisei nvest ment in the County’s C
Capital Facilities Plan.

According to SWM management, it has implemented budget cuts for 2018 and 2019, which amounted to
roughly $2.4 million in savings, and initiated a hiring freeze starting in early 2018, which also resulted in

" According to the Business Plan, alternatives were developed for residential service charges only; a proportionate increase
would be applied to commercial property service charges.
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costsavingss. Wi th these efforts, SWM’s pasmewections o
projections anticipate a year-end 2019 fund balance of more than $5.2 million. Although these changes

made a positive impact, S WM’ s f u willdontifuetd declineainéess it increases revenues or

implements more significant spending cuts.

As of April 30, 2019, neither SWM nor the County Executive had presented a formal recommendation to
County Council regarding any of the alternatives presented in the Business Plan.

A.5 Report Overview

To evaluate the appropriateness of SWM rates,
with respect to five measures: its mission, its existing service charge structure, its budget authority, its fiscal

sustainability, and its workload demands. Our observations and findings are presented in Section C

(Findings and Conclusions) of this report, while Section B (Scope & Methodology) of this report describes

the audit scope, objectives, and methodology employed by the project team.

Overalbthi s audit found that SWM’ s gemeralyininewiteits and as
mission and budgetary authority. However, SWM has been operating with a negative cash flow since 2014,

and its once-robust fund balance has significantly declined, creating uncertainty regarding the sustainability

of SWM’ s ¢ u r.This audit focuses an eriticatfagtors lthat oonériluted to this problem,
particularl y t ho s €inally,iout récommendaticnsrara pgesentedimSectiorsCofc o nt r o
this report, followed by a detailed description of SWM expenditures between 2016 and 2018 (Appendix A),

a summary of SWM performance metrics (AppendixB),a“* Summar y of Recommendat.i
Conclusio@a nd( SMpVMe maainagement’ s written respon
recommendations of this report (Appendix D).
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B. Scope and Methodology

On January 14, 2019, the Snohomish County Council passed Motion No. 19-031 directing Council staff to

issue a notice to proceed to the Office of the Performance Auditor to complete a performance audit of rates

and services overseen by the Surface Water Management Division (SWM) of the Snohomish County

Department of Public Works (Audit Topic A.13 in the 2019 Audit Plan, Motion No. 19-030). The scope of

this audit included an evaluation of existing practices, including a review of historical revenues and

expenditures from Calendar Years 2009 through 2018. The objective of this audit was to determine the
appropriatenesswibfhSWMSgechteosEWMcsuwer kl oad
resour ces, aloneetBidobectie, theraudis tean performed the following procedures:

B1 Inter vi ewed SWM management and staff to obta
operations, key services, and organizational structure and responsibilities.

B.2 Reviewed and evaluated relevant provisions of the Revised Code of Washington (RCW);
Snohomish County Code; Snohomish County Comprehensive Plan; interagency and interlocal
agreements; relevant NPDES permits; and various strategic planning documents, such as the
2018 Surface Water Management Utility Business Plan (Business Plan), Utility Benchmarking
and Advisory Panel Report, and other relevant documents.

B.3 Evaluated SWM utility rate studies; County Council ordinances and resolutions, including
information submitted and presented to Council in relation to proposed ordinances and
resolutions; and documentation related to SWM workload and performance, including metrics
related to projects completed, backlogs, services rendered, 2018 Continuous Improvement
documents and stakeholder input.

B.4 Obtained and analyzed fiscal records, including adopted budgets, year-end revenue and
expenditure data, budgeted versus filled positions and vacancies, 5-Year Financial Plans, and
Consolidated Annual Financial Reports (CAFR) for Calendar Years 2009 through 2018.

B.5 Conducted site visits of SWM capital projects, including drainage and habitat restoration
infrastructure projects, a stormwater facility, and a LakeWise property.

Audit fieldwork was performed between January 2019 and March 2019. On April 18, 2019, the Office of the
County Performance Auditor provided SWM management with a draft of this report and, on April 23, 2019,
discussed the report findings and recommendations in an exit conference with representatives of SWM.
Responses and input provided by SWM management were considered and incorporated where applicable
in the final report. SWM management was in general agreement with the conclusions and
recommendations of this report, and its formal response to the recommendations contained in this report is
included in Appendix D.

We conducted this performance audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our conclusions based on our audit
objectives.
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C. Findings and Conclusions

This audit found that SWM’ sgenerallynlinewithéssnissiann d a s s o
and budgetary authority, and found that SWM' s Business Pl an
to its long-term vision and its current challenges. This included identifying potential contributing factors to its
declining fund balance, as well as identifying discretionary costs that that could be subject to spending cuts.

The remainder of this report, however, focuses on factors not specifically addressed in the Business Plan,
but which contributed to the escerentlyfacedbySWM S WM’ s
regarding its short-term sustainability. Specifically, as SWM expanded its service territory and increased its
staffing resources in an effort to recover from what it found to be reduced service levels stemming from
significant attrition through 2015, it began to spend resources at a rate that was not sustainable through
existing annual revenue streams. This was primarily the result of a spike in capital project expenditures
between 2016 and 2018 and strategic decisions to fill existing vacancies and add three new positions,
which effectively increased staffing by 25 percent. While unsustainable with existing resources,
management at the time believed that a utility service charge increase was inevitable, that it had sufficient
reserves to sustain a cash deficit in the short term, and that its efforts were necessary to achieve
established goals and its overall mission.

In this chapter, we describe how the combination of these factors has contributed to a steep decline in

S WM’ s baldnce anddesulted in a situation that requires immediate action. We also found that while
existing resources cannot support recent spending levels, certain SWM expenditures are subject to greater
levels of discretion than others, and some are more centra | t o  Sstéhbling raission tham other
expenditures. All of this suggests that there is room to scale back spending while continuing to evaluate
revenues as part of a broader effort to bring expenditures in line with revenues. Finally, this audit found that
there are ways that SWM could better capture, track, and report service level, performance, and
expenditure data to better demonstrate its overall performance.

C.1 Since 2009, When It Last Increased its Utility Service Charge Rates, SWM
Expanded Its Services in A Manner Consistent With Its Mission

By 2009, SWM was entering a period of significant growth and expansion. Over the next decade, it
experienced increased responsibilities and I
per mi t ; it assumed greater r esalnproamdmarine habitat t i e s i n
restoration efforts; and it expanded its service territory. In this growth, SWM generally remained consistent

with its long-standing mission: to work in partnership with the community to protect and enhance water

quality and aquatic habitat and to minimize damage from flooding and erosion. Below, we describe three

key areas of growth experienced by SWM.

S noho mi s hNati6nal Bollutang Dissharge Elimination System Permit (NPDES)

In 1995, Snohomish County secured its first multi-year municipal NPDES stormwater permit from the
Washington Department of Ecology, and authorized SWM to lead all County efforts to ensure compliance
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with the permit. This permit required the County to direct activities and implement eight key efforts to
develop an adequate stormwater system, identify pollution sources, monitor discharges, and fund and
implement an adequate, surface water management program. Specifically, the NPDES permit required the
County to implement an on-going surface water management program with:

e Adequate legal authority to control polluted discharges to the storm sewer system;

e A monitoring function designed to identify pollution source and characterize discharges;
e A maintenance program for its drainage system and roadways;

e A system of controls for runoff resulting from new developments and construction sites;
e A program to retrofit existing drainage facilities;

e A public education program designed to prevent nonpoint pollution;

e A program to eliminate illicit discharges to the storm drainage system; and

e Adequate staff and funding for these activities.

The Washington Department of Ecology issued successive permits in 2007 and 2013, adding increased
requirements for managing the County’ stormwater system, significantly increased requirements for the
inspection and maintenance of stormwater facilities; increased basin planning requirements; and increased
design and construction standards. For example,t h e  C 2007 pertniyreqused new annual
inspections of county-owned stormwater facilities and all county-owned catch basins, required SWM to
inspect and ensure maintenance of private residential and commercial stormwater facilities at least once
during the five-year term, and added new water quality responsibilities, including source control inspections
of private businesses. The structural stormwater controls element of the NPDES permit further defined the
planning, designing, and building of capital infrastructure to address water quality problems each year. This
process increased S W Manraial average costs for capital construction approximately $90,000 between
1995 and 2007, and $250,000 between 2007 and 2013, to more than $750,000 annually between 2014 and
2018.

The inspection and maintenance requirements for stormwater facilities furtheri ncr eas ed S WM’
compliance-related workload. Due to new construction related to population growth in the County, each

NPDES permit resulted in increased annual stormwater facility inspections from 527 to 845 during 2007-

2013 permit term and from 845 to 1,318 during the 2013-2018 term. Exhibit 7 illustrates the increasing
responsibility resulting from each NPDES permit.
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EXHIBIT 7: HISTORY OF SNOHOMISH COUNTY NPDES PERMITS INDICATING INCREASE IN SWM WORKLOAD

NPDES Permit Requirement Permit Year
1995 2007
1 Legal Authority, Coordination, and Public Involvement $ $ $
2 | Storm Sewer Mapping $ $$ $$
4 gi?er:;rolling Runoff from New Development, Redevelopment, and Construction $ 3% 3%
5 | Stormwater Planning $ $ $3$55$$
6 | Structural Stormwater Controls $ $% $59
7 | Pollution Source Control N/A $ $
8 Illicit Discharge Detection and Elimination $ $ $
9 | Operations and Maintenance Program $$ $55$ $59$%
10 | Monitoring $ $59$$ $%
1" Public Education and Outreach Program $ $ $
13 | Total Maximum Daily Load (TDML) Water Cleanup Plans N/A $ $$

Source: Snohomish County NPDES permits and SWM documentation of the efforts and costs associated with each permit.
Key: N/A = No requirement; $ = permit requirement; each $ = approximately $500,000

As illustrated in Exhibit 7, SWM has seen an increase in responsibilities, workload, and costs resulting from
each of the three NPDES permits issued to the County. SWM expects a new permit to be issued in the
Summer or Fall of 2019, which is further expected to increase SWM obligations and workload over the next
five years.

S W M Water Quality and Salmon and Marine Habitat Restoration Activities

In 2005, the County Council memorializedt h e  C o uinrvarioys’sabnon recoveryeand habitat

restoration efforts by adopting three resolutionsthats u p por t ed t he C®Pugett vy’ s

Sound Chinook Salmon Recovery Plan. Plans were developed for each of the three basins including the
Stillaguamish Watershed Chinook Recovery Plan;2 the Snohomish River Basin Salmon Conservation Plan,
which recommended a multi-pronged strategy to consolidate local watershed plans into a regional recovery
strategy;'® and the Stillaguamish Water Resource Inventory Area (WRIA) 8 Chinook Salmon Conservation
PlanT h e C o u n c¢ iglided SWMs eolbordtive dffortsdorensure County participation in
meeting salmon recovery goals under the Endangered Species Act, acknowledged the services and capital
projects that needed to be completed as part of a 10-year strategy and supported the identified milestones
set forth in the plans. SWM plays an integral role in providing technical resources and collaborating with
local jurisdictions to perform water quality and salmon and marine habitat services while also gaining
substantial grant revenues to further activities in these areas.

12 Snohomish County Council Resolution No. 05-025
13 Snohomish County Council Resolution No. 05-026
14 Snohomish County Council Resolution No. 05-034
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In addition, between 2004 and 2018, Council approved various ordinances to allow SWM to collect service
charges to perform additional monitoring and other activities at various lakes in Snohomish County.
Currently, SWM collects surcharge revenues from property owners on at least five County lakes to manage
clean water initiatives, such as algae control and assistance with erosion and flooding issues. Compared to
other counties in Washington, SWM appears to provide a broader range of water quality and habitat
services, but it is not uncommon for counties to lead salmon recovery, marine habitat, and water quality
efforts due to their roles as regional service providers.

As part of this effort, according to management, SWM has been replacing fish passage barrier culverts for

over 20 years. It has since increased its identification, prioritization, and construction program within the

last five years for two key reasons: (a) a growing recognition that blocked habitat is a primary limiting factor

for salmon recovery, and (b) aconcernfortheCo unt vy’ s potent i al |l egal l i ab
voluntary culvert replacement program. According to management, several State agencies have been

under a federal court injunction requiring them to significantly increase efforts to remedy fish passage

barriers at their culverts. The Washington Department of Transportation has the bulk of the culverts

impacted by the injunction and have estimated a remaining cost of $3.1 billion to comply with the injunction

by 2030.

The Expansion and Consolidation of SWM’ Service Area

The 2013 Service District Reassessment Study was part of SWM’s review of the possibility of expanding its
service area and consolidatingS WM’ s d i st r i c t,andevaloatingthe reedl ferarbtea r ge d i s
increase. While SWM had provided and funded salmon recovery planning as part of the larger watershed,
the river floodplains and other areas outside of the revenue districts had depended on other county funding,
such as RPPT and grant revenues for typical SWM services because SWM service charges were
geographically limited. Certain SWM services including river flooding, habitat construction and NPDES
compliance could not be performed in those areas without grant funding or other funding, such as RPPT.
Given that the NPDES permit covered these areas, the study recommended expanding the SWM revenue
districts into them. Snohomish County Council approved this expansion in 2015, which enabled SWM to
provide services to a wider area and authorized the collection of service charges within the Snohomish and
Stillaguamish River floodplain areas, with credit given to those properties already paying drainage or diking
district charges.'®

In 2017, SWM consolidated the CWD, Snohomish, and South County WMAs into one countywide utility
district.'® Council revised Snohomish County Code, Title 25, and repealed Title 25A, which allowed SWM to
spend service charge revenues anywhere within the newly expanded service areas, as shown in Exhibit 8.
Prior to the consolidation, SWM faced some challenges in fully carrying out its mission due to the
geographically restricted service charges. The consolidation allowed SWM the flexibility to fund ESA and
NPDES compliance requirements and to better prioritize projects across the entire utility, including the
County Shellfish Protection program and Discretionary Fund services.

15 Snohomish County Ordinance 15-070
16 Snohomish County Ordinance No. 17-020, Amended
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EXHIBIT 8: FORMER SWM WATERSHED MANAGEMENT AREAS
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Source: SWM documentation of its former watershed management areas.

We found that the general growth in SWM efforts and service territory—as they relate to NPDES permit

obligations, management o f, rvdrflooding, Endhabitat v ° s st or m

restoration activities—into the expanded jurisdiction of the utility district to be consistent with the stated
mission of SWM.

C2 SWM’s Growth in Services ReE&xpendituteg d i
But SWM Overspent Its Resources to Achieve This Growth

As shown in Exhibit9,S WM’ s e % gteadily idcrieated betveeen 2009 and 2018, from more than
$19.4 million in 2009 to nearly $31.8 million in 2018—an increase of 64 percent—largely as a result of an
influx in grant and other one-time revenues used to fund large capital projects. During this period, SWM
expenditures demonstrated a relatively equal distribution of resources for drainage-related services
(NPDES and non-NPDES related services) and river and habitat restoration-related services—with total
expenditures of $92.9 million and $88.4 million respectively. The remainder of SWM expenditures related
primarily to other water quality services, such as monitoring and lake services (approximately $28.3 million
over the 10-year period) and $23.7 million for fiscal, billing, and administration. This overall increase in
program expenditures is consistent with SWM
throughout the County, including ensuring compliance with increasing NPDES requirements, salmon and
habitat restoration, and overall water quality.

SJOBERG ' EVASHENK Page |20

S



EXHiBIT 9: SWM EXPENDITURES, 2009 - 2018

Source: Auditor-generated based on financial records providle d by SWM t hrough the sttounty’ s fi
Notes: ! This graph does not include debt service expenditures of approximately $1.4 million per year.

2Due to program reorganization in 2011, this graph combines capital expenditures associated with River Flooding

programs with Salmon and Marine Habitat program expenditures.

As illustrated in Exhibit 10, SWM’ s révemuiesdave also experienced growth since 2009, but have not
consistently kept pace wi nldfundbdiakte tefuctpafiod i t ur e s ,
year-to-year. As described previously, while service charges experienced nominal revenue growth over the

past decade due to increased development and expanded revenue districts, other revenue sources, such

as one-time grants, REET Il monies, and shared costs used to fund significant capital projects, have

provided short-term and variable boosts in revenue.

Ultimately, however, a persistent cash deficit led to a steep decline in S W Mfund balance of nearly $11.4

million, or approximately 61 percent, in available fund balance between 2014 and 2018. Specifically,

between 2009 and 2018,S WM’ s revenues increased from $23.38
percent, but SWM expenditures increased from $19.4 million to $31.8, an increase of 64 percent, during

this same period. While SWM had been able to maintain a sufficient fund balance in times of emergency or

fiscal uncertainty in the past, this stability haswaneda nd S WM’ s sustainability a
uncertain unless timely action is taken to bring expenditures in line with reliable funding levels—either by

reducing discretionary expenditures or increasing utility service charges, or both.
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EXHIBIT 10: SWM’s 10-YEAR REVENUES, EXPENDITURES, AND FUND BALANCE

GASB-required v
$5.6 Million Fund
Balance Restriction

Source: Auditor-generated based on 2009 — 2018 financial information from the County’ financial system.

C.3 Management Decisions, Including Increasing Staffing by 25 Percent Since 2015,
Contributed to a Sustained Cash Deficit and the Erosion of S W M Fusd Balance

Th e er o s i fandbalance sigrals\hd need forchange. Wh i | e cert ain factors
control contributed t-eincludifyemareateddssignation of 5.6 miliSnWM’* s  f
for long-term pension liabilities required by Government Accounting Standards Board (GASB),

approximately $1.8 million in federal delinquent accounts, and the declining buying power of SWM utility

servicecharger e venue, as des cr i—wedodndthatmandgehidit'desisio u s i ne s s
played a significantroleint h e e r o s fund alance.BetwEeM20M5 and 2018, SWM

management built its program capacity to match its efforts to provide the services as envisioned in its

mission and strategic planning efforts, as noted in the Business Plan and the Service District

Reassessment Study. Not only did this include the efforts described previously related to NPDES

compliance, salmon and habitat restoration, water quality enhancements, and the expansion of the utility
district’”s boundaries, b axpenditires relaged tossteffingi includingu d e d  a
resources necessary to fill approved vacant positions. We found this to be a significant factor leading to

uncertainties regarding the sustainability of S W M ¢urgent service levels.

According to management, a decline in staffing resources between 2009 and 2014—due primarily to
attrition—led to a reduction in service levels. During this period, SWM experienced a reduction in the
number of filled positions from 84.5 to 72 FTEs, a reduction of 15 percent. Management sought to reverse
this decline in staffing resources and service capacity by ramping up its hiring activities in 2016. Between
2014 and 2018, SWM increased its diminished workforce by filling the number of vacant positions from 72
to 90 FTE—an increase of 25 percent in the total number of filled positions. This is illustrated in Exhibit 11.
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EXHIBIT 11: BUDGETED AND VACANT POSITIONS BETWEEN 2009 AND 2018

2009 \ 2010 \ 2011 \ 2012 \ 2013 2014 2015 2016 2017 2018
el 955 | 895 | 895 | 895 | 90 | 92 | %2 | 93 | 94 | 95
Vacant 1| 6 | 8 |15 142197 ]3]:s
Filled 845 | 835|815 78 | 76 | 72 | 73 | 8 | 91 | 90
Filled percentage 88% | 93% | 91% | 87% | 84% | 78% | 79% | 92% | 97% | 95%

Source: Auditor-generated based on SWM personnel budget documentation.!”

However, while management sought to bring staffing levels from a low of 72 FTE in 2014 back to levels
experienced when its rates were originally set, the cost of doing so was substantial. Specifically, as is
evident i n tdaknimbebofadthoriZediFTEs was\Weltively unchanged between 2009 and
2018, though SWM experienced a small decline in authorized positions in 2010. The number of filled
positions, however, did vary. While SWM increased staffing levels by 25 percent since 2014, its 2018
staffing levels of 90 FTE were only 7 percent higher than its 2009 staffing levels (84.5 FTE); yet, this
modest increase in staffing resources over the past decade, combined with annually increasing salaries
and benefits, resulted in an increase in total operating personnel costs (salaries and benefits) of
approximately 45 percent—with personnel costs increasing from $6.7 million in 2009 to $9.8 million in
2017.At t he same time, S WM =—servicechatges—increasedibygust dvee
10 percent.

According to management, SWM experienced higher-than-normal attrition between 2009 and 2014 which
resulted in only 72 positions being filled at the end of 2014. Management believed it could not ensure
compliance with NPDES given the increasing requirements of the 2013 permit, or achieve its broader goals
as described earlier in this chapter, with the level of staffing it had entering 2015. Having benefited from
approximately $4.5 million in salary savings from 2009 through 2014, SWM accumulated a substantial fund
balance of approximately $1 million—nearly 80 percent of its annual operating expenditures—by 2014.
With this fund balance, management believed it could significantly increase its workforce and operate a
cash deficit for an undetermined period of time. As early as 2013, during S WSkhices District
Reassessment Study deliberations, management recognized the need to increase SWM utility service
charges to sustain funding for the level of services envisioned, but based on conversations with County
officials—according to management—it believed that a proposal to increase utility rates would be untenable
at a time when SWM maintained a significant fund balance. By 2014, SWM management had developed a
plan to spend down its large fund balance, a plan that included increasing capital project spending of UGA
monies. Between 2016 and 2018, management also began an initiative to increase staffing resources by
filling approximately 18 vacancies and by seeking authorization for additional positions to fulfill NPDES
mandates

17 According to management, a hiring freeze implemented in 2018 has reduced staffing through attrition; as a result, SWM had
11 vacancies as of April 30, 2019.
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As SWM began this initiative, it became evident that the revenues management expected to be available
would quickly decline. There were two primary reasons for this.

v" First, resources thought to be available, were not. Management was informed that nearly 30
percent of its fund balance, approximately $5.6 million, was designated as restricted in 2015
pursuant to newly adopted GASB requirements (Standard 68), and was unavailable to fund
operating costs. It also determined, in 2018, that it was unlikely to recover approximately $1.8
million, and growing, in delinquent accounts associated with federally-owned parcels within
unincorporated areas of the County.'® These two factors, in particular, meant that SWM would not
have the resources it anticipated as it began its hiring initiative in 2016.

v Second, the increase in staffing resources coincided with a significant increase in capital project
spending, including using the UGA surcharge funding, which previously carried a significant fund
balance. It is not uncommon for capital project spending to fluctuate from year-to-year, with fund
balance increases in some years, as agencies build resources to fund large projects, and decline in
subsequent years as these reserves are expended on scheduled projects. As illustrated in Exhibit
12, both the number of projects and capital expenditures fluctuated from year-to-year between
2009 and 2018, though costs generally trended upward.

EXHIBIT 12: DRAINAGE CAPITAL PROJECTS AND EXPENDITURES, 2009 AND 2018

Source: SWM capital project performance and fiscal reports.

The recent increase in drainage capital spending began in 2014 as SWM initiated several capital
projects designed to address specific NPDES required improvements. Between 2014 and 2019
SWM spent at least $2.5 million on specific structural stormwater control projects as required by
NPDES program, as illustrated in Exhibit 13.

18 Between 2016 and 2018, SWM opted to transfer unpaid revenues to bad debt account from US Navy and USDA accounts.
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EXHIBIT 13: EXAMPLE OF SWM STORMWATER NPDES PROJECTS 2014-2019

Structural Stormwater Project Type and Location Start Year End Year Project Cost
Detention retrofit — Larimer Creek Estates 2014 2015 $530,000
Water quality facility -- 400 Ave 2014 2015 $197,000
Stormwater facility retrofit — 151st P| 2015 2017 $671,000
Stormwater facility retrofit — 34t P| 2016 2017 $574,000
Stormwater facility retrofit — Olivia Ct 2016 2019 $500,000
Total $2,472,000

Source: Auditor-generated based on NPDES documentation provided by SWM.

SWM continued to increase its spending on capital projects. In addition to the $2.5 million in

projects identified in Exhibit 13, SWM initiated at least four other stormwater detention and water
quality projects in the design, and construction process anticipated to be completed before year-

end in 2021. But it was one drainage improvement project in particular that most impacted S WM’ s
fund balance.

Specifically, in the Fall of 2018, SWM and the City of Lynwood completed the Maple Road and Ash

Way intersection and drainage improvement project, this area was previously burdened by frequent

flooding. This project addressed one of the most problematic urban flooding problems in the

unincorporated county, approximately 1,200 feet of roadway was raised, a portion of the Interurban

Trail was reconstructed, and new larger fish passage culverts were installed. While City of

Lynwood contributed roughly $3 million to this project,t h e C o u n theydésignand h ar e o f
construction costs were funded through SWM UGA revenues, decreasing SWM’ fsind balance in

2018 by an estimated $3 million.

We observed a similartrendi n S WM’ s r i v e pendirg,with both the bumberaft ¢ a p i t
projects and capital expenditures fluctuated from year-to-year between 2009 and 2018, though
costs generally trended upward. This is shown in Exhibit 14.

EXHIBIT 14: RIVER AND HABITAT CAPITAL PROJECTS AND EXPENDITURES, 2009 AND 2018

Source: SWM capital project performance and fiscal reports.
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The single project that most impacted river and habitat capital spending was the Smith Island
Restoration project. This was a $30 million, multi-year project involving various government and
tribal organizations designed to re-establish the historical habitat for Chinook salmon, and to
construct a new dike to protect private farmland, Interstate 5, and businesses from flooding. While
funding for the Smith Island project was heavily grant funded, SWM spent approximately $4.9
million in County funds between 2009-2018, $3 million between 2016 and 2018 alone
(approximately $640,000 in SWM service charge revenues and $2.4 million in REET Il monies) to
complete the project. In addition to the direct costs of this project, the anticipated ongoing costs to
inspect and maintain the restoration area amounts to an estimated $500,000 annually.

While SWM leveraged outside dollars (e.g., grants and other special revenue sources) to complete
many of these capital projects, the increased capital spending has impacted its fund balance.
Based on our evaluation, we found these and other capital project expenditures to be consistent
with SWM s mi s s iWealsqfound thai, imaggrieghts, cepsal,projeatn d g o a |l s .
spending in areas such as these rapidly outpaced spending in all other areas, primarily due to the
two large projects described above. As illustrated in Exhibit 15, of the three key budget categories
established by SWM—capital projects, maintenance, and operations—spending associated with
maintenance and operations remained relatively steady over the course of the past decade, but
spending on capital projects increased from more than $6.4 million to nearly $17 million annually,
an increase of 161 percent.

EXHIBIT 15: ACTUAL MAINTENANCE, CAPITAL, AND OPERATIONS COSTS, 2009-2018

Source: Auditor-generated based on financial information fromt h e  C fonamcral system. s
Note: 'This graph does not include reimbursed expenditures.
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While SWM received more than $18.1 million in grant revenues between 2016 and 2018, which offset a

| arge portion of the capital expenditures exp
increase in capital project spending would impact its available fundbalance—a s des cr i bed i n S
plan to reduce the fund balance and its financial analysis conducted as part of the Business Plan. However,

in 2016, with the completion of large capital projects on the horizon, SWM also hired 13 FTE employees,

increasing its staffing by nearly 18 percent. Combined, increases in capital project spending and hiring, as

shown in Exhibit 16, reduced its fund balance from $9.1 million in 2017 to approximately $7.4 million in
2018—approximately half of which consisted of restricted UGA monies and the other half service

charges—this contributed to a broader and long-lasting impact to S W M dedining fund balance.

EXHIBIT 16: SWM FUND BALANCE, CAPITAL COSTS, AND FILLED POSITIONS, 2009-2018

\

Source: Auditor-generated based on financial information from the County’ financial system.

Given that SWM’'s most recent rate increase wa
demands over the past decade, it is plausible that SWM would have eventually been faced with a decision

to either reduce service levels or identify ways to increase revenues—including evaluating existing rate

structures at some point. Ho we v e r , ma n agprgnerilgie 2616 andL017ahastened this s

outcome and were not fiscally prudent.

As described earlier, SWM recognized the need to increase SWM utility service charges to sustain funding

for the level of services envisioned as early as 2013, but believed that a proposal to increase utility rates

would be untenable at a time when SWM maintained a significant fund balance. This reticence to address

potential rate increases continued into 2016 as it sought final approval to consolidate the C o u nuility * s

districts, ramped up its hiring efforts, and began planning the development of its Business Plan. According

to management, however, i t recognized between 2016 and 2017
diminished fund balance could not sustain continued cash deficits and increasing personnel and capital

costs. Similar to inquiries in 2013, SWM management informed County Council in 2017 that although it
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wanted to keep rates as low as possible it had not had a rate increase since 2009 and the business

planning process was underway to better identify efficiencies, priorities, and use of funds. At this point,

SWM had recognized that it was facing a problem that required imminent action, and it developed

scenarios to evaluate potential solutions that ranged from significant rate increases of approximately 75

percent to draconian spending cuts that would result in personnel cuts and cuts to an estimated 50 percent

of services to its capital program and other services. In 2018, SWM management stopped its active hiring

efforts and began identifying potential spending cuts. By November 2018, the Business Plan was

completed and presented to County officials, S WM’ s | argest capitald project
management had stopped hiring staff and had increased vacancies through attrition.

C.4 SWM Expenditures Are Generally Dedicated To Services That Further Its
Mission, But Not All Activities or Spending Is Essential

Il n evaluating SWM's progr am emeapaediunctionstoatr e s, we
relate specifically to SWM' s missiaspdrainagehese s
and road flooding services, salmon and habitat restoration services, water quality services, and fiscal and

administrative services. A detailed description of program expenditures within each of these service and

functional areas is included in Appendix A of this report. In this finding, however, we describe certain

program servicesthat—w h i | ¢ gener al |l y f urt h demivisiorg—arSeie’ s o v e r
not mandated by external requirements or County Code, but rather are supplementary and not core to

SWM’ s ,orarescareito®WM’s mission, but actual funding levels are subject to broader

management discretion.

SWM Expended Service Charge Revenues on Activities that Appear to Further, but are Ancillary to,
Its Core Mission

This audit found that SWM expenditures were generally consistent with its mission and budgetary authority.
However, SWM was unable to demonstrate that some annual expenditures, approximately $3.4 million,
were indeed core to its mission. Below, we present such service areas in two categories: services funded
through SWM and performed by SWM personnel, and services funded through SWM but performed by
entities or personnel outside of SWM.

v" SWM Expended Monies to Benefit Specific Groups of Private Property Owners

SWM provides technical assistance and administers select grant programs for the benefit of
property owners.

e SWM administers grant programs that provide direct compensation to property owners or
result in reduced property expenses. Many of these activities can be found in SWM'’s
floodplain and water quality services. As shown in Exhibit 17, some of these activities
include administering the community rating system, managing the cooperative bank
stabilization program, and providing FEMA hazard mitigation assistance, the administration
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of t h esepfictoan and grant psogram,’® and the administration and
implementation of the Discretionary Fund projects. These are direct payments to others,
including private property owners, which amounted to approximately $1.5 million between
2016 and 2018. While, much of this funding is made up of outside sources it may only
modestly influence SWMs fund balance.

SWM also provides direct technical assistance to property owners to reduce flooding,
water quality and habitat concerns, and impacts to County waters, through the general
Watershed Steward program and the drainage complaint program. Both programs were
developed in the early 1990s and are integral to SWM services in assisting property
owners to improve habitat conditions. In addition, as a result of NPDES permit, in 2009
SWM began also providing maintenance to privately-owned residential drainage facilities,
although the permit does not require the county to fund nor perform the maintenance of
private stormwater facilities. These are examples of services not mandated by any federal
or state requirements and cost SWM approximately $3.2 million between 2016 and 2018—
or nearly $1.1 annually.

As shown at the bottom of Exhibit 17, SWM also administers lake programs and provides
technical assistance to various lake property owners, including toxic algae monitoring and
response, the County Lake Wise property owner outreach program, and invasive aquatic
plant control—services that cost SWM approximately $610,000 between 2016 and 2018—
or $204,000 annually. Although some of the lake management services are partially
funded by lake property owners, SWM’ tsenchmarking efforts found that few counties
within Washington perform this type of work; instead, special lake management districts
are often formed to implement and fund lake management services.

19 Snohomish County was awarded grant funds by the United States Environmental Protection Agency in 2018; in prior years this

program

was primarily funded by Washington Department

SJOBERGEVASHENK Page |29

(



EXHIBIT 17: TABLE OF SWM COSTS BENEFITING PRIVATE GROUPS

Expenditures

Service Types Individual Services 2016-2018 Service Description
Floodplain Community rating system Administer the County's National Flood Insurance
Services $172,000 Community Rating System program, which provides cost
Planning reductions for flood insurance to property owners.
Cooperative bank $84.000 Provide technical assistance to property owners who are
stabilization ’ experiencing erosion of their properties along river banks.
Flood Mitigation | Hazard mitigation Federal Emergency Management Agency grants to
Assistance assistance grants $838,000" landowners of repetitive flood loss and at-risk properties to
’ mitigate future flood damages by buying out properties or
raising homes above flood levels.
Residential Maintenance of private Ensuring maintenance of private residential stormwater
Stormwater residential stormwater $1,744,0002 | facilities.
Facilities facilities
Pollution Savvy Septic $354,000 Provide financial assistance, incentives, and education to
Elimination ’ help landowners maintain their on-site septic systems.
Discretionary Fund Projects Provided grant funding for private property owners and
$ 50,000 organizations for projects or programs that improve water
’ quality in the CWD (until 2016) or the utility district (2016-
present)
Watershed Steward $581,000 Technical assistance to property owners to reduce
Program ’ damages to or to improve aquatic habitat on their property
Drainage Drainage Complaint Provide technical assistance to county residents, private
Problem Response $872.000 property owners, and various county departments and
Technical ’ divisions to reduce flooding damages and improve water
Assistance quality.
Lake Toxic algae monitoring and Test lake water for early detection of toxic algae blooms;
Management response $31,000 notify the local community and educate the public about
the potential health risks from exposure to toxic algae.
Invasive aquatic plant Work with residents to control non-native, invasive aquatic
control $188,000 plants to protect lake use and prevent expansion to other
lakes.
LakeWise property owner Work with landowners to take actions that reduce and
outreach $391,000 prevent pollution coming from residential properties in lake
watersheds.
Source: SWM’s summary of services and costsandf i nanc i al information from the Cound
Note: ' This is total FEMA Grant dollars received from 2016-2018.
2This is SWM s cost to Road Maintenance of residentiae

While each generally aligns with SWM'smi s s i o n a n slstaiged cash dsficit suggesiM ' s
resources remain limited and such spending should be re-evaluated to ensure it aligns with the
County’'s top priorities.
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v" SWM Expended Monies to Benefit other Government Agencies

In addition to funding programs and services that directly benefit specific groups of property owners

there are multiple government agencies for which SWM provides assistance, services, and

funding. Although these services generally align with SWM'’s mission and goals—as with those

services that disproportionately benefit certain property owners—SWM resources remain limited

and such spending should be re-evaluated t o ensure it aligns with
According to SWM management, some of these payments have previously been proposed to be

cut or reduced. As detailed in Exhibit 18, below we describe each of these areas.

e Washington State University Extension (WSU): WSU facilitates volunteer support
services and works with the County to further certain water quality, salmon and marine
habitat initiatives, such as the County Extension Beach Watcher program, which recruits
and trains individuals to provide research and education on behalf of Puget Sound
protection. Most of these services are in line with SWM mission such as the Beach
Watcher program and volunteer support for specific NDPES outreach and education
activities, while the relationship between SWM* s p r icostsfor other S8 a n d
activities is less clear. For these activities SWM provided an estimated $55,000 to WSU in
2018.

e Other County Departments: In 2018 alone, SWM paid an estimated $708,000 to fund
positions in a variety of other County departments and offices, including the Department of
Parks and Recreation for maintenance, archaeological, and other work; the Executive
Office for Agriculture Coordinator services, the Department of Emergency Management for
general support, as well as the County Assessorandt he County forreasurer
SWM utility billing and mailing of tax statements.

In some cases, SWM was able to describe the services funded by ratepayers and provided

by these other departments, as well as the relationship ofthes e s er vi ces t o SW
mission, but in other cases SWM management was unable to demonstrate such a

relationship.

e Other Government Agencies: SWM expended $730,000 between 2016 and 2018 for
floodplain management services, essentially providing grant funding to special districts and
financial payments to certain diking districts. Again, while furthering its mission, such
servicesincurc o st s t hat directly benefit extern
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EXHIBIT 18: EXAMPLES OF SWM CosTS TO THE BENEFIT OF OTHER AGENCIES

Expenditures

Service Types Individual Services 2018 Service Description
Washington WSU Extension Marine Payment to WSU Extension for MRC projects. Provides
State Resources Committee $5,000 coordinated role to volunteers for education/outreach.
University (MRC) projects

WSU Extension — 2018 payment to support WSU Forestry program.

Stewardship Non- $13,000

NPDES

WSU Extension--NPDES Provides volunteer support for some of SWM NPDES outreach

$37,000 S
events and pays for WSU volunteer training.

Payments to Treasurer $333,000 Payment to County Treasurer to support SWM Utility Billing.
other Count A
Departm entz Assessor $88,000 Payment to County Assessor to support SWM Utility Billing.

Park & Recreation $10,000 Payment to fund Archeologist.

Execut i ve’' s (¢ $78,000 Payment to support Executive Office Agriculture Coordinator.

Department of $35.000 Payment to support County Department of Emergency

Emergency Management ’ Management (DEM) for general DEM support.

Park & Recreation $55,000 Payment to fund Parks Department staff.

Park & Recreation Payment to fund Parks Department staff and equipment for

$109,000 . . . Iy
parks maintenance, including stormwater facilities.

Payments to Diking district payments $96,0001 Provide financial assistance to large diking districts to cover
other costs associated with increased hillside runoff caused by
Government development in county uplands.
Agencies

Sour ¢ e summiryohérvisesand costsandf i nanc i al

information from

Note: ' Dollar amount for diking district payments represents an annual average based on actual costs between 2016 and 2018.

These examples present two problems. First, as described previously, SWM resources are currently scarce
and should therefore be restricted to high-priority services. Second, SWM service charge revenues are
restricted and, per County Code, can only be used to fund t h cest of‘establishing, administering,
maintaining and operating the storm and surface water (water quality restoration and water quantity)”
program services20. While SWM was able to provide sufficient support to suggest that some of these are
certainly consistent with this purpose, it could not demonstrate this in all cases, nor could it demonstrate
that the level of funding for each was appropriate. As the custodian of the special fund, SWM has a
fiduciary responsibility to ensure statutorily restricted service charge revenues are used only for the
purposes for which they are collected.

Expenditures Related to Certain Aquatic Habitat, Floodplain, and Water Quality Services Reflect
S W M Prisrities, but Spending Levels Are Often Discretionary

In the prior finding, we describe certain programs in which SWM has been expending service charge
revenues to provide services to benefit specific groups of property owners or issuing payments to other

20 Snohomish County Code, Title 25.20.140
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government entities—either other County departments, offices, or external government entities. Each
should be re-evaluated to determine consistency with County priorities and consistency with SWM utility
service charge restrictions. In this finding, however, we focus on services provided by SWM that are indeed
consistent wi ttdim viSol dhd program goads.sVhilespending bnsushgervices has
remained at levels relatively consistent with SWM spending on water quality and drainage and road
flooding programs, spending on salmon and habitat restoration services, river flooding services, and certain
water quality services is largely discretionary. This includes salmon and habitat restoration services,
floodplain services, and certain water quality services—again, a detailed description of program
expenditures within each of these service and functional areas is included in Appendix A of this report.

v Salmon & Marine Habitat Services: In Appendix A, ExhibitA3, we hi ghl i ght seve
programs that relate to salmon and habitat services. For example, habitat monitoring and habitat
resource planning, the Puget Sound restoration services, and salmon recovery planning services.
SWM provides various technical assistance including consultations, and on-call support to farm,
fish, and flood stakeholders within the Sustainable Lands Strategy program, the Shellfish
Protection program, andtheC 0 u n t y  [Puget Soundtinitiativeeprogsam. In addition,
S W Mprogram planning section staff manages the native plant nursery to provide countywide
technical assistance and cost savings for riparian restoration projects. Between 2016 and 2018,
SWM expended a total of $3.4 million on these services, an average of $1.1 million per year.

While we find these typ e-standmgfmissorevarious ces t o b
Council resolutions, the County Comprehensive Plan, and budget appropriations over the past

decade, the level of effort put forth by SWM to perform these services and the level of funding

dedicated to such services is subject to a greater level of discretion than most other services areas

under SWM'hsi sp udrivsicerwe.t i on stems | arpgfem y fr onm
such services—that is, it is authorized to perform such activities and County Council has expressed

support for them through resolution, but they are not subject to similar mandatesa s S WM’ s s ur f
water drainage and NPDES-mandated activities. This is consistent with the stated intent of the

2009 rate increase described previously, which was expressly designed to fund NPDES-related

activities (see Exhibit 18), and County Code, which authorizes SWM to perform such activities to

the extent that funding is available.?!

At the time County Council adopted its current rates, it did so with the expressed purpose that the

increased funding levels were intended to fund the increased obligations faced by SWM under the

2007 NPDES permit. To evaluate how SWM revenues were expended between 2016 and 2018,

we compared actual expenditures to how such revenues were anticipated to be expended. In doing

so, we found that there were varying ways to measure projected and actual expenditures.

Specifically, because the 2009 rate increase only impacted SWM base service charges, actual

expenditures could be evaluated by determining the percentage of base-only or total revenues that

were spent on each service category,; both
Percentage (2016-2 0 18 ) " i n Exhibit 19, Further, proje

21 Snohomish County Council Resolutions 05-025 and 05-026
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based on base-only and total revenues projected to be spent on each service category; we devised
four methods to calculate each:

o “Pre-2009 Rate Increase” r e E pereerdage dreakidovn of how SWM allocated base
service charge revenues prior to the 2009 rate increase. This assumes that all base
service charges would continue to be used proportionally just as they were prior to the rate
increase.

e “ NP EBS u s esenice charges reflects the percentage breakdown of how SWM
allocated base service charge revenues prior to the 2009 rate increase, but instead of
assuming SWM would spend the increased revenues proportionally as it had prior to 2009,

thisanalysisaddedt he ent i re rate increase into th
reflect the County Counci l, /wichwasr di nance
intendedtof und SWM’s increased NPDES obligat:.i
permit.

e Baseonl|l yct®dbdjseervice charges reflect pre
how SWM anticipated expending service charge revenues after the 2009 rate increase.

o “ Al FPwjectedh uresf | ect prel i minary rate st uct

anticipated expending fotal revenues after the 2009 rate increase.

As shown in Exhibit 19, irrespective of how anticipated spending or actual expenditures is
measured, spending on NPDES- and water quality-related programs was lower than anticipated
when the 2009 rate increase was adopted, and spending on administration, salmon recovery and
habitat restoration, and river flooding was higher than anticipated. Recent expenditure levels reflect
current SWM priorities, but as this table illustrates, shifts in spending would also be consistent with
the intent of the existing service charge structure.

EXHIBIT 19: SWM 2009-2018 COMPARISON OF BUDGETED EXPENDITURES

Projected Expenditure Percentage Actual Expenditures

(2016-2018)

All
Revenues

All
Revenues

Projected

Base-Only

Pre-2009
Rates

NPDES-
Focused

SWM
Projected

Base-

Services Category Only

Fiscal, Billing, Administration

6%

2%

22%

4%

16%

10%

Salmon Recovery & Habitat Restoration 6% 2% 13% 14% 17% 36%
Water Quality Services 70% 88% 61% 47% 44% 26%
Drainage & Road Flooding 21% 8% 3% 33% 15% 22%

River Flooding

0%

0%

2%

1%

7%

6%

Source: Auditor-generated based on 2009 rate study documentation obtained from SWM, including revenue and expenditure

projections; SWM presentations to County Council prior to the 2009 rate study; Snohomish County Ordinance 08-123; and

financial information from the County’ financial system.

Reductions in services as described above could ultimately impact other stakeholders such as the

Snohomish Basin Forum, Stillaguamish Watershed Committee, Marine Resource Committee,
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Sustainable Lands Strategy, WRIA 8, the Snohomish-Stillaguamish Local Integrating Organization

and other County departments. While reductions in these programsco u | d i mpede S WM’ s
achievement of established goals and key aspects of its mission, SWM management is in

agreement that certain services—and spending—within these areas can be reduced without risking

failure to meet mandatory obligations.

v Water Quality Services: SWM provides various water quality services to the general public and
administers water quality services within a large territory of watersheds, lakes, rivers, streams,
estuaries and the Puget Sound. As illustrated in Exhibit 20, between 2016 and 2018, SWM spent
an estimated $2.1 million or roughly $690,000 annually to identify and implement lake restoration
projects, and to monitor water quality county-wide. Similar to salmon and marine habitat services,
certain water quality services are not mandated and are ancillary to SWM’  @verall mission. Some
of these services consist of discretionary spending, and are subject to further evaluation and
spending prioritization.

EXHIBIT 20: EXAMPLES OF SWM NON-NPDES WATER QUALITY DISCRETIONARY COSTS

Expenditures

Service Types Individual Services 2016-2018 Service Description
Water Quality Integrated monitoring The State of Our Waters monitoring program tracks water
Monitoring and quality, peak flows and habitat to help us evaluate the health
Assessment of our local rivers, lakes, and streams. Information helps
$1,288,000 C o
determine if waters are safe for people and aquatic life and
identify opportunities to efficiently protect and enhance water
quality and habitat for future generations.
Lake monitoring Monitor conditions in local lakes to track their health over
$311,000 . L o
time and identify specific problems.
Lake Lake restoration Implement projects to restore the health of polluted lakes.
$472,000
Management
Sour ¢ e summdryohsérvisesandcostsandf i nanci al information from the Cound

v" Floodplain Services: SWM spent approximately $459,000 between 2016 and 2018—or roughly
$153,000 annually— on behalf of external agencies and programs for the purpose of benefiting
state and local floodplain services programming. As illustrated in Exhibit 21, this includes river
gaging, warning, and floodplain response services for various stakeholders in the State of
Washington, and other floodplain management and services planning such as the natural hazard
mitigation planning, and assistance provided to other agencies, ratepayers and the general public.
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EXHIBIT 21: EXAMPLES OF FLOODPLAIN DISCRETIONARY COSTS

Expenditures

Service Types Individual Services 2016-2018

Service Description
River Gaging, River gaging and real- This program works in partnership with Public Works Road
Warning, and time flood warning Fund and USGS to maintain and operate contributes an
Flood system estimated $70,800 annually to USGS for the operation of
Response nine river gauges. The information helps protect county

$360,000 residents and reduce flood damage by predicting how high
rivers will be during floods and when the peak flows will pass
cities and county roads adjacent to the rivers, including real-
time data transmissions, discharge measurements, and

streamflow discharge.
Technical assistance $19.000 Provide technical assistance to local, state and federal
during floods ' agencies during flooding events to help ensure public safety.
Natural hazard Work with the County's Department of Emergency
mitigation planning $81,000 Management, regularly update the Natural Hazard Mitigation
Plan and collaborate with other Public Works divisions.
Sour c e summlryohérvicesandcostsandf i nanc i al information from the Cound/

C.5 Improved Data Gathering, Tracking, and Reporting Will Inprove Transparency,
Better Enabling Performance Measurement and Help Prioritize Spending

During the Business Plan development process, SWM convened an advisory committee of stakeholders—

the Ad Hoc Advisory Panel for the Surface Water Management Utility Business Plan (Panel)—to obtain

input in SWM's strategic planning progess. W h
and the County increase funding to support such enhanced service delivery, the Panel also raised concern

that SWM did not make available performance metrics, including longitudinal metrics that demonstrated the

benefits of SWM programs.

The Panel found that the general l ack of this
would be most beneficial, * and did not enable SWM to adequat
the public and, thus, to build support for potential rate increases. This audit revealed the same. While SWM

had implemented several programs that supported its mission; implemented best practices, such as its

asset management system, Cartegraph, to identify and track future needs; and developed strategic plans

and initiatives to achieve its long-term vision for SWM and the County. In many cases, SWM illustrated

these and other achievements in periodic newsletters, various public outreach events, County Council

presentations, and other forums; but, as the Panel pointed out, it was not always able to convey its

successes in tangible ways.

Below, we present three ways SWM can build upon its existing efforts to capture, monitor, and report data

that will better demonstrate how resources are spent, what is being achieved, and how well SWM is

performing. These include continuing to build its asset management system and develop preventive

maintenance plans, improving its performance measurement system, and enhancing budget and/or fiscal
reporting to better align with SWM’s mission.
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v Asset Management & Preventive Maintenance: This audit took place during a period when SWM
was buildingupont h e Publ i ¢ WewrassesmanBgempnasystémnweioh Has s
begun to allow SWM and other County divisions to maintain a comprehensive inventory of all public
infrastructure assets, track the condition of each asset and manufacturer-recommended
maintenance schedules, and develop a systematic preventive maintenance plan designed to
address asset failures before they arise. We found this to be a significant step in developing a
preventive maintenance plan and we recommend the Division continue its efforts.

SWM initiated its asset inventory management in the early 2000s with its Drainage Needs Report,
which was a multi-million planning effort to identify and inventory all drainage infrastructure into the
County Geographic Information System (GIS). Beginning in 2016, SWM participated in the
implementation of Cartegraph, an operations and asset management software system, and began
incorporating its existing inventory information into the system while initiating another effort to
expand on its initial inventory to include all public assets throughout the County as well as the
condition of each asset. This process began primarily by inventorying and assessing the condition
of all stormwater facilities, culverts and fish passages throughout the County. However, much work
remains to complete the County stormwater asset inventory, including field data collection and GIS

mapping.

While SWM's process to f ulsufagce-waterrglaied at e t he
assets, the condition of each asset, relevant preventive maintenance and inspection cycles, etc., is

still in progress—and will remain so for some time—these efforts have already enabled SWM to

identify a large scope of future projects that require capital resources, as illustrated in Exhibit 22.

These include known flooding areas, known infrastructure failures, and needed water quality and

fish passage improvements.

EXHIBIT 22: SUMMARY OF CAPITAL INFRASTRUCTURE PROJECT BACKLOGS

Project Type ‘ Number of projects Estimated Cost
Flooding 55 $12 million
Failing Infrastructure 116 $20 million
Water Quality 46 $301 million
Fish passage 415 $166 million

Source: SWM documentation of capital project needs.

Exhibit 22 illustrates a significant backlog in infrastructure projects awaiting SWM funding, it also
highlights the fact that many of SWM s pro
infrastructure has begun to fail. This information was developed in a number of ways, including the

Drainage ComplaintR e s ponse program, SWM’"s Master Drai
over the past few years to evaluate culverts under county roads for fish passage or potential failing

infrastructure issues, and water quality studies that resulted in millions of dollars of potential water

quality projects. Like many public works agencies, limited funding and a lack of adequate

information often precluded the implementation of preventive maintenance policies. The

implementation of Cartegraph and a comprehensive asset management system can help SWM
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identify and quantify infrastructure problems, estimate costs to mitigate the problems, inform
executive management and policy makers of the problems and resource needs, and develop
capital improvement plans and preventive maintenance plans to proactively address identified
problems.

Such plans, however, require more than an effective asset management system; they require
sufficient staffing and budgetary resources to execute. With this in mind, we recommend that SWM
devise a method of reporting to the County Executive and County Council an asset condition report
identifying infrastructure needs, estimated costs and resource needs, and preventive maintenance
schedules, for each fiscal year, as well as the potential impact of deferred maintenance should
sufficient funding not be available.

v Performance Measurement: While SWM has established a limited system of performance
measurement reflecting some of its key operational activities, such as NPDES-related services, we
foundthataddi t i on a |l i mprovements can further enha
performance and can promote additional accountability in an enterprise service delivery model. In
general, an adequate performance measurement system captures data and reports on a variety of
metrics that can be categorized into the following types:
¢ Inputs—Resources used for a specific service or program.
e Outputs—Units produced or numbers of services provided.
e Outcomes—Results of an effort of service—Measures of Success.
o Efficiency and Cost Effectiveness—Cost per unit of output or outcome.

e Results—How the outcomes contribute to achieving the mission and vision.

While SWM does track some performance indi
number of units of work performed (such as the number of inspections performed or the number of
complaints received), we found several shortcomings wi't

reporting performance metrics.

First, SWM reports different types of performance indicators to different audiences, but does not

capture and report comprehensive performance indicators to key stakeholders or County officials—

those that are responsible for funding SWM services. For instance, SWM reports some
performance indicat or &eAbnkalfimanciaReport(GARR);iTCo unt vy’
the 2017 CAFR, SWM reported the indicators reflected in Exhibit 23.
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EXHIBIT 23: SWM OPERATING INDICATORS AND CAPITAL ASSETS 2009-2017

SWM Activity Log 2009 2010 2011

Miles of Habitat Restored 13 3 11 1 0 3 0 0 0
Stormwater facility Inspections | - - 781 1,412 | 1,889 | 1,685 | 2,354 | 2,510 | 1,441
Business Inspections 1,171 | 530 737 753 733 654 333 616 321
Water Quality Complaints 125 | 140 | 142 | 129 | 116 | 96 95 101 80
Drainage Investigations 338 | 309 |344 | 343 | 269 | 264 | 291 324 | 301

Source: 2017 Snohomish County Comprehensive Annual Financial Report (CAFR), Statistical Section.
Notes: ' Per the CAFR, as of 2015, “ s of Habitat Restored” was no longer tracked as an operating indicator.
2|nformation unavailable in 2009 and 2010

As of 2017, SWM reported only a limited number of metrics pertaining to its drainage maintenance

functions, such as the number of inspections performed and complaints received. In doing so,

SWM reported workload trends over a 10-year period of time, a range that allows stakeholders and

decision makers to evaluatelongt e r m t rends and their impact o
reporting, for instance, revealed that it received approximately 36 percent fewer water quality

complaints in 2017 than it did in 2009; at the same time, SWM performed far fewer business and

drainage inspections in 2017 than it did in 2009, but performed far more stormwater facility

inspections. However, SWM provided no indicators related to other key elementso f S WM’ s

programs, including salmon and marine habitat programs and services.

Separately, SWM tracked certain performance indicators that relate specifically to its salmon and
marine habitat restoration efforts, but recognizes the difficulty in measuring the benefits and
impacts of salmon recovery and marine habitat restoration and water quality efforts. In the past,
key performance measures relative to these
as illustrated in Exhibit 19, but this metric was eliminated in 2015. In 2018, to better convey its
performance and accomplishments, SWM began to identify a variety of statistics that could be
used to track and measure service overtime. These included, for 2018, the following metrics:

e 378 acres of estuary habitat restored on Smith Island

e 27 engineered log jams in Smith Island estuary installed

e 10,280 native trees along riparian, lake and marine shorelines planted

e 1,800 residents educated about crab pot loss prevention

e 15 road-crossing fish passage culverts replaced

e 302 out of estimated 522 road-crossing culverts evaluated for fish passage ability

e Seven derelict boats removed from local waters

e 10 acres of invasive plants from shoreline area removed

e 10 marine stewardship events held attended by 555 people
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e 17 miles of river and 67 miles of stream, estuary, and nearshore locations assessed

e Coordinated local salmon recovery efforts, including the allocation of $5.28 million in
state/federal grant funding for projects in Snohomish County

e Coordinated local Puget Sound recovery efforts, including the allocation of $1.46 million
state/federal grant funding for projects in Snohomish County

e Managed 1,800 volunteer hours for the marine resources program

Further, upon request during the course of this audit, SWM management began to compile
already-existing performance-related data to provide a broader overview of the types of
performance statistics currently available. We have included this data in Appendix B of this report.

Overall, these efforts provide only partial viewso f S WM’ s . Re@usefoféhis, wea n c e

recommend enhancing the existing performance measurement system to include additional metrics

that address the resources dedicated to performing repair and maintenance activities within the

County,andth e ext ent to which the County’s perf o
particularly with respect to response times, efficiency ratios, condition indicators, and preventive

maintenance. Specifically, we recommend that SWM implement improvements to its performance

measurement system by addressing the following areas:

e Salmon & Marine Habitat: The broad range of metrics provided by SWM in 2018 are
generally the types of quantitative efforts that SWM can utilize in building a useful
performance measurement system. However, as described later in this finding, the lack of
|l ongitudinal data significantly | imits
performance—one cannot determine whether SWM has improved its performance over
time, or whether SWM is operating in an efficient manner.

Furthermore, similar to the restoration measures that SWM has begun to implement as
bulleted above, best practices for reporting on riparian habitat, estuary habitat, and fish
passage barrier corrections suggest that efforts should correlate the impact and benefit
these activities provide, and why these services matter to salmon recovery and marine
habitat. The Washington Department of Ecology and Department of Fish and Wildlife
(WDFW) recommends various ways to report on conservation and water quality services,
such as:

0 Recovery progress, including using best professional judgement to describe
progress in implementing recovery and restoration plan actions;

0 Habitat status and trends, including collecting data about physical and biological
conditions in streams and riparian areas, shade, wood, bottom sediment, water
dwelling species, and human created disturbances;

o Financial resources and funding data, including the number of grants, amount of
funding, the amount of funding spent, and the specific activities completed to
achieve desired results; and
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o Water quality data to show water quality trends overtime.

In addition, WDFW created performance indicators based on data collected for
management and planning decisions based on the all H-Approach: hatchery, harvest,
habitat, and hydro activities and included results on their webpage; these tools can assist
SWM in creating a sustainable performance indicator plan. WDFW is responsible for
reporting on progress for Chinook salmon population numbers in Puget Sound, and SWM
efforts effect this both directly and indirectly.

e Preventive Maintenance: Existing performance measures primarily address the extent to
which SWM responds to resident or business complaints or its internal inspections
regarding the conditi on.SWMisreSpdidblete publ i c
prevent, to the extent resources permit, the failure of public infrastructure assets; to
maintain the satisfactory condition of its assets; and to anticipate the likely occurrence of
problems from arising in the future and scheduling preventive maintenance and repairs to
assure, as best as possible, that such failures are mitigated before they occur.

Therefore, we recommend that SWM devise performance metrics designed to measure the
extent to which it is successful in maintaining infrastructure assets (a) within recommended
schedules, and (b) before conditions become less-than-satisfactory as measured through
condition assessments.

e Timeliness: In some cases, SWM services are initiated by customer complaints or
proactive inspections that warrant prompt investigation or resolution. In such cases, the
development of performance indicators that measure timeliness are essential for
evaluating the performance of SWM in responding to service requests—of which, County
residents remain the key stakeholders—focusing on what the public sees most:
infrastructure failures, fixing those failures, and the length of time it takes to fix them. SWM
recognizes this and has established an internal goal to respond to complaints within three
business days, at which point SWM provides customers feedback cards to elicit input
regarding the customer’s overal./l satisf
overall the responses appear positive. On their own, however, information on response
cards is largely anecdotal. SWM does not aggregate this information, calculate overall
response timeliness, or quantify community satisfaction—it does not aggregate,
summarize, analyze, or report this or other data relevant to its responsiveness in a manner
that could be of use to key policy makers or stakeholders.

¢ Longitudinal: Comparative evaluations can be a valuable tool for assessing an
organization’s perf or mtanarks. Asisdescribed r es pect
below, this can include comparing SWM’s
similarly situated surface water management agencies. External benchmarks are not the
only valuable benchmark, however. It can be very informative for an agency to compare its
recent performance with its own historical performance. Trend analyses can be telling
ways for an organization to determine whether it is becoming more effective and more
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efficient over time—or not. For instance, Exhibit 21 shows that SWM has received 36
percent fewer water quality complaints in 2017 than it did in 2009—a positive indicator of
success. While this information alone does not tell the full picture, and does not
unequivocally demonstrate success, it is a positive trend. Without historical, longitudinal
data—such as with the habitat- and water quality-related data presented above—SWM
cannot evaluate its performance over time.

o Efficiency Ratios: Evaluating efficiency requires performance measures to link outputs
(e.g., inspected and maintained drainage facility) to the costs/resources required to
produce them (e.g., the cost to maintain a facility). Evaluating effectiveness and efficiency
requires that management not only quantify workload indicators (e.g., the number of
culverts repaired, etc.), but requires clear goals to be achieved as well as the
costs/resources consumed in achieving these numbers. This includes measuring the cost
per workload indicator, and evaluating trends over time. Trending efficiency metrics will
enable SWM to determine the cost-effectiveness of its operations over time, and determine
whether its model and/or its practices are becoming more or less efficient over time.
Therefore, we recommend that, in addition to the existing responsiveness indicators
tracked by SWM, that cost/resource indicators be included to highlight overall efficiency.

e Benchmark Against Others: SWM does not incorporate comparisons with other similarly
situated benchmark agencies as a standard part of its performance management system.
While it engages in comparative research in specific circumstances, such as the
development of the Business Plan, it does not do so in a manner that facilitates
performance measurement.

While there are many factors that could impact the efficiency of a public works agency in
one jurisdiction differently than in another, monitoring such comparisons over time can
provide indicators of increased or decreased cost-effectiveness, and can inform
management of potential best practices in other jurisdictions that should be considered.
While such information may be useful to SWM management, it can also be time-
consuming to collect and analyze. Therefore, we recommend that SWM consider
establishing a performance measurement cycle wherein it collects and utilizes benchmark
comparisons on a periodic basis—such as every three years.

v" Link Resources to Priorities: Finally, as described above, accounting for the resources dedicated
to core service categories is essential to determining and evaluating the overall efficiency of
operations. While SWM has developed a robust method for accounting for program activities, this
section describes how the linkage of fiscal reporting, asset management information, and
performance measurement could assist in setting priorities for how limited SWM dollars should be
spent. Our review of capital project spending revealed an additional opportunity to improve in this
area.

Spendingp r i or i ti es are memoCruirarleinzteldy ,i nS WM’ es
by the County Council, distinguishes between three critical operational areas: program operations,
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facilities maintenance, and capital projects. Each of these budget categories represents a distinct
type of activity:

e Operations: fiscal and administrative operations, program planning and stewardship,
resource monitoring, and floodplain services
e Maintenance: drainage system management and drainage response and investigations

e Capital: stream and river capital, drainage infrastructure capital and debt service
(repayment of bonds and loans)

To illustrate, Exhibit 24 shows budget appropriations between 2009 and 2018. As is evident in
Exhibit 22, prior to 2013, the County Council appropriated funds at a more detailed program level
than is currently the practice.

EXHIBIT 24: BUDGET APPROPRIATIONS (IN MILLIONS) FOR SWM FUND 415 PROGRAMS, 2009-2018

Category

(Program Number)

Operations (511) $10.2| $6.7 | $9.5 | $9.7 | $10.8 | $11.3 | $9.5 | $10.1 | $10.4 | $10.8
Fiscal & Administration (111) $22 | $15 | $23 | $3.0
Program Planning (112) $1.3 | $12 | $3.2 | $3.1
Resource Monitoring (114) $42 | $40 | $35 | $29
Community Partners (115) $26 | N/A N/A N/A
Floodplain Mgmt. (120) NA | NA | $0.7 | $0.7
Maintenance (512) $5.8| $4.1| $3.2 | $4.1| $58 | $4.1 | $43 | $44 | %42 | $4.2
Drainage Maint. (116) $44 | $29 | $2.7 | $36
Drainage Investigation (117) $14 | $12 | $05 | $0.5
Capital (513) $15.6| $9.3 | $14.5| $13.5| $19.1 | $21.4 | $25.7 | $21.8 | $24.1 | $20.8
River & Habitat Capital (113) | $7.8 | $3.9 | $8.0 | $6.4
Drainage Capital (118) $6.3 | $3.8 | $5.0 | $56
Debt Service (119) $16 | $15 | $150 | $14
Reimbursable (514) N/A N/A NA | $05 | $0.5 | $0.6 $0.5 $0.4 | $0.5 | $0.50
Total $31.6 | $20.1 | $27.2 | $27.8 | $36.1 | $37.3 | $25.3 | $36.7 | $39.2 | $36.3

Source: Snohomish County Adopted Budgets, 2009-2018.

To evaluate how budget appropriations and actual expenditures reflect program areas, we
examined budget to actual information contained in adopted budgets between 2016 and 2018, and
found that for the Operations and Maintenance categories, SWM expenditures were generally in
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line with budget appropriations. As is illustrated in Exhibit 5, however, SWM capital expenditures
were routinely well below appropriated amounts. For instance, between 2016 and 2018, SWM
expended $52.7 million, less than 80 percent, of $66.7 million in appropriated funding for specific
drainage and river and habitat restoration projects. This alone is not a problem, but it—along with
the significant backlog in capital projects identified in Exhibit 23 and the limited resources available
to SWM, as described throughout this audit—does suggest the reality that SWM faces difficult
decisions in prioritizing projects. Our analysis found that:

¢ As the budget-to-actual data suggest, in any given year, some projects approved in the
Annual Construction Plan are not completed and SWM maintains discretion regarding the
priority of projects approved in the ACP, including whether certain approved projects will
be completed or not. This in part is impacted by external factors, such as proper permitting
and competing priorities from other departments.

e The <cons ol i fiveptogram services into thBed\chegoses—operations,
maintenance, and capital—conflatest r ul y di st i nct programmat.i
mission and organization into budgetary categories and, in so doing, reduces the
discretion of the County Council during the budget approval process to set priorities
between, for instance, habitat-related capital projects and drainage-related projects. While
Council maintains budgetary tools, such as budget conditions, to set priorities, the existing
budget structure provides SWM with greater discretion since 2013.

e Several factors should be considered when establishing project priorities and dedicating
limited resources to capital projects, including those factors identified in this finding: the
County’s significant backlog in capital
infrastructure; asset management and preventive maintenance program priorities;
performance targets and objectives, ratepayer expectations and an assessment of how
selected projects represent the best use of limited resources.

e According to management, SWM s general
been to fund drainage and salmon recovery and habitat restoration projects relatively
equally over time, to focus on salmon recovery and habitat restoration projects identified
as high-priority through periodic studies and ongoing monitoring efforts, and to focus on
drainage capital projects that will meet multiple objectives (e.g., reduce flooding and
improve fish passage).

Ultimately, SWM faces competing priorities, particularly as it relates to its capital program. Because
of this, we recommend that SWM consider methods of prioritizing projects and, as described
previously, identify methods of reporting to County officials how priorities are established and
projects are selected, including existing project backlogs, and the impact of such backlogs.

In doing so, we also recommend that SWM utilize this budgetary and expenditure data in its
performance measurement system to better illustrate how SWM allocates fiscal resources and,
relatedly, what is achieved as a result. The ability to fully measure and document success carries
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with it a number of benefits, including alleviating misperceptions of activities and achievements,
providing convincing evidence to inform the public and decision-makers and to obtain their support,
and enhancing visibility into overall County operations.

C.6 Audit Recommendations

In order to ensure fiscally sound and sustainable operations in the future, we recommend that SWM
management:

1. Continue the process initiated by the Business Plan by devising an action plan that brings
expenditure levels in line with revenues—including reducing discretionary expenditures or
increasing utility service charges, or both. This should include:

o Updating the potential alternatives begun through the Business Plan process based on
S W M ureent fiscal outlook, and incorporating information related to potential rate
structure modifications studied through the Business Plan process, but not included in the
Business Plan itself.

o Formulating a cost-reduction proposal that considers a wide range of options with
estimated amounts of savings anticipated from the proposed cuts.

o Evaluating necessary staffing levels, as well as all discretionary spending, identified
priorities, and potential reductions for lower-priority services and programs to ensure
staffing resources are focused on higher-priority services.

o Presenting such proposals to the County Executive and County Council.

2. Continue ongoing asset management efforts, including populating the asset management system
with all public infrastructure assets, the condition of such assets, and maintenance schedules for
the assets.

3. Devise a method of reporting to the County Executive and County Council the condition of known
assets, problems with existing assets, and the estimated cost of performing all scheduled
inspections, preventive maintenance, and necessary repairs and improvements for known
problems. This should include thelong-t e r m resource needs to maint
management infrastructure needs, and the potential impact of deferred maintenance should
sufficient funding not be available.

4. Enhance the existing performance measurement system to include (a) specific performance
metrics that address salmon and marine habitat restoration efforts; (b) the resources dedicated to
performing core SWM activities and the overall efficiency in producing key outputs and outcomes;
(c) SWM's progress toward achieving preven
timeliness and responsiveness of SWMser vi ces; and (e) the extent
performance compares to other jurisdictions, particularly with respect to response times, efficiency
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ratios, condition indicators, and preventive maintenance. This may require the broader input and
involvement of Public Works and County leadership, as well as key stakeholders.

5. Consider methods of prioritizing projects and, as described previously, identify methods of
reporting to County officials how priorities are established and projects selected, existing project
backlogs, and the impact of such backlogs. In doing so, we also recommend that SWM utilize this
budgetary and expenditure data in its performance measurement system to better illustrate how
SWM allocates fiscal resources and, relatedly, what is achieved as a result.
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Appendix AT SWM Expenditures, 20162018

SWM’ s

c ur r e n tlscaegonzenallexpdndituresgnto fiver (5 distinctservice areas, including

river flooding services, drainage and road flooding services, salmon and habitat restoration services, water
quality services, and fiscal and administrative services. Below, we provide an overview of each services
and functional category, as well as a brief description of the individual services and costs attributable to
each for the period between 2016 and 2018.

v" River Flooding Services: Between 2016 and 2018, SWM expended an average of $1.8 million
annually on river flooding services, of which approximately 90% is reimbursed through grants or
interdepartmental transfers, which are designed to reduce flood risks to County residents—people
and property. Key activities include collaboration with FEMA, flood risk analysis, providing real time
flood information and providing technical assistance to property owners along rivers and streams.

EXHIBIT A.1: RIVER FLOODING SERVICES

Individual Services

Expenditures
2016-2018

Service Types

Service Description

repetitive loss and at-
risk properties

River Gaging, River gaging and real- Operate a system of remote instruments to record hydrologic
Warning, and time flood warning $360,000 and hydraulic data for analysis and modeling of river flows and
Flood Response | system to provide real-time flooding information to the public.
Technical assistance $19,000 Provide technical assistance to local, state and federal
during floods : agencies during flooding events to help ensure public safety.
Floodplain Flood risk/management Conduct studies and develop plans to identify areas that
Services studies and plans contribute to increased flood damages and determine measures
. $468,000 o . ) :
Planning to mitigate flood damages while supporting natural floodplain
functions.
River assessment $141.000 Conduct reach-scale geomorphic analyses to support
monitoring and planning ' development and prioritization of river restoration projects.
Community rating Administer the County's National Flood Insurance Community
system $172,000 Rating System program, which provide cost reductions for flood
insurance to property owners.
Natural hazard Work with the County's Department of Emergency
mitigation planning $81.000 Management, regularly update the Natural Hazard Mitigation
’ Plan and collaborate with other Public Works divisions to
implement actions outlined in the plan.
Cooperative bank $84.000 Provide technical assistance to property owners who are
stabilization ' experiencing erosion of their properties along river banks.
Flood Damage Flood damage Provide competitive grant funding to Special Districts for
Reduction Grant | reduction grant program $446,000 maintenance and repair of levees, dikes and other flood control
Program structures.
Flood Mitigation | FEMA hazard mitigation Federal Emergency Management Agency grants to landowners
Assistance assistance grants for $617.000 of repetitive flood loss and at-risk properties to mitigate future

flood damages by buying out properties or raising homes above
flood levels.
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Expenditures

v Drainage and Road Flooding Services: Between 2016 and 2018, SWM expended an average of
$6.9 million-annually on drainage and road flooding services, which are designed to identify chronic
flooding problems and failing drainage infrastructure and pipes along county roads. Additional
activities include stormwater planning, assessment, and evaluation, capital drainage improvement
projects, and provide drainage outreach and technical assistance to property owners.

Service Types Individual Services 2016-2018 Service Description
Dike and Levee | Dike and levee Maintain County-owned dikes and levees to provide a basic
) . $392,000 . .

Maintenance maintenance level of protection for the properties they protect.

Floodplain Development, design, Provide engineering assistance on a reimbursable basis to

Management and construction of other County divisions for design and development of projects
structural and non- $86,000 to protect County infrastructure (most often roads and bridges)
structural solutions for from flooding and erosion.
large river flooding
Design bank protection Provide hydrologic and hydraulic modeling/analysis on a
for county roads (bridge $97,000 reimbursable basis to assist other County departments and
scour analysis) divisions with road and bridge capital projects in floodplains.
Diking district payments Provide financial assistance to large diking districts to cover

$385,000 costs associated with increased hillside runoff caused by
development in county uplands.

River Flooding

Overhead Overhead $1,933,000

Sour c e summdryoibervices and costsandf i nanci al information from the Coun:

EXHIBIT A.2: DRAINAGE & ROAD FLOODING SERVICES

Expenditures

Service Types Individual Services

2016-2018 Service Description
Water Quantity Stormwater monitoring Stormwater monitoring is used to determine capital
Monitoring and $239,000 project design needs and ensure drainage infrastructure
Assessments is operating as designed.
Drainage Investigates drainage Provide technical assistance and maintenance
Investigations problem $873.000 coordination for drainage problems on public and private
properties to reduce property damages and improve road
safety.
Master Drainage | Master drainage Analyze drainage, water quality and habitat in specific
Planning planning $5.149 000 geographic areas, develop plans and complete
T preliminary designs for capital facilities to resolve existing
and predicted future drainage problems.
Design and Design and Perform engineering analyses, develop designs, and
Construction of construction of 10.225.000 construct projects to resolve neighborhood and larger-
Drainage Projects | drainage capital §10.225, scale drainage problems.
projects
Beaver management $40.000 Work with Road Maintenance to reduce/eliminate road
' flooding caused by beaver activity.
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Expenditures

Service Types Individual Services

Failing Drainage

Identification &

2016-2018

Service Description

Identify failing/aging stormwater infrastructure and design

Flooding Overhead

Infrastructure replacement of failing $1,881,000 and construct replacement pipes, catch basins, ponds to
drainage infrastructure prevent future failures.
Overhead Drainage and Road $2.308,000

Source: S W Msunsmary of services and costsandf i nanc i al i

nformation from t

v Salmon and Marine Habitat Services: Between 2016 and 2018, SWM expended an average of
$11.3 million annually on salmon and marine habitat services, an amount significantly increased
from prior years due to large grants received to complete the Smith Island project. Salmon
recovery and habitat restoration services and projects are designed to protect and restore fish and
wildlife habitat within the Puget Sound, and county lakes, rivers, and streams. SWM activities
include resource recovery planning, the design and implementation of habitat restoration projects
and partnering with community and other agencies to provide support and technical assistance.

EXHIBIT A.3: SALMON & MARINE HABITAT SERVICES

Individual Services

Expenditures
2016-2018

Service Types

Service Description

Support

Habitat Habitat monitoring in Monitor habitat conditions before and after completion of
Monitoring support of salmon $344,000 restoration projects to support salmon recovery.
planning and restoration
Salmon Leadership in Snohomish Provide leadership, coordination and administration for
Recovery and Stillaguamish basin $954.000 the Snohomish Basin and Stillaguamish Basin salmon
Planning and salmon recovery planning ' recovery planning and implementation programs.
Implementation | and implementation
WRIA 8 salmon recovery Participate in the salmon recovery and implementation
planning and $148,000 program in the Lake Washington Basin.
implementation
Puget Sound Snohomish-Stillaguamish Support Puget Sound ecosystem recovery by coordinating
Restoration Local Integrating a forum of local partners to collaborate on salmon
Organization (LIO) $890,000 recovery, water quality and habitat restoration efforts in
alignment with the regional Puget Sound Partnership
Action Agenda.
Marine resource Support the Marine Resource Committee (MRC) in
management $764.000 sponsoring and implementing actions to protect and
' restore marine shorelines and promote shoreline
stewardship.
Shellfish program Implement the Shellfish Protection Program, develop a
response strategy for downgraded shellfish beds and
$271,000 . .
implement a program to find and clean up bacterial
pollution sources.
Puget Sound Initiative $52.000 Provide support to Snohomish County Executive's Puget

Sound Initiative efforts.
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Service Types

Individual Services

Expenditures
2016-2018

Service Description

Habitat Overhead

Habitat Sustainable Lands Work with a forum of "farm, fish & flood" stakeholders in
Resource Strategy (Fish, Floods, the Snohomish and Stillaguamish Basins to develop and
Planning Farms) $422,000 implement projects that will generate net gains for all
three key interests; guide implementation of reach-scale
plans in both basins.
Support PDS planning $12.000 Provide technical support to the Planning Department on
projects ' land use planning and environmental policies.
Groundwater program Participate in a state led watershed restoration and
$800 enhancement committee, planning restoration projects for
WRIAs 7 and 8, and planning and developing restoration
projects for WRIA 5.
Management/stewardship Develop and implement management plans to support
of SWM-owned $405,000 ecosystem conservation of SWM-owned properties and
properties ' work with other County departments to maintain the
properties.
Habitat Native plant nursery Provide plant materials, technical assistance and planting
Restoration $550,000 implementation help to SWM and other County
Projects departments for riparian restoration projects.
Acquisition, design, and Design and implement habitat restoration projects in
construction of habitat, floodplains and along rivers, streams and marine shores
e $22,228,000 ) .
riparian, and nearshore for salmon recovery, flood protection, water quality and
restoration projects ecosystem health.
Replacement of | Identification of fish Investigate and analyze culverts at County road crossings
Fish Blocking blocking culverts in $448,000 to identify barriers to fish passage and prioritize for
Culverts County rights-of-way replacement.
Design and construction Design and construct capital projects to replace fish-
of fish passage culverts $3,355,000 | blocking culverts along County roads.
in County rights-of-way
Overhead Salmon and Marine $3.248,000

S o ur c e summaryoibervices and costs and financial information fromt h e

v Water Quality Services: Between 2016 and 2018, SWM expended an average of $8.2 million
annually on water quality services, which are designed to protect and improve water quality in
support of human and environmental health. SWM maintains the county GIS and municipal
drainage asset management system, provides inspections to identify water pollution sources and

evaluates health of water for the county waters.

County’'.s financial
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EXHIBIT A.4: WATER QUALITY SERVICES

Individual Services

Expenditures

Service Types 2016-2018 Service Description
Inspection, Inspection and Regularly inspect and maintain County-owned stormwater
Maintenance and maintenance of facilities, including drainage pipes, catch basins, ponds
Management of County-owned $2,640,000 and underground vaults to ensure compliance with the
Stormwater stormwater facilities County’'s NPDES per mit
Facilities designed to handle runoff and protect water quality.
Inspection and Inspection and ensuring maintenance of private
maintenance of residential stormwater facilities.
private residential $2,291,000
stormwater facilities
Inspection of Inspection of commercial stormwater facilities mandated
commercial $428,000 by the County's NPDES permit.
stormwater facilities ’
Drainage System Drainage system Collect, map and catalog data on County-owned and
Inventory inventory $1,256,000 private pipes, ponds, and ditches for efficient
maintenance and regulatory compliance.
Water Quality NPDES water quality Conduct monthly monitoring at five locations to evaluate
Monitoring and monitoring $687,000 water quality conditions and ensure compliance with the
Assessment County's NPDES stormwater permit.
Integrated monitoring Monitor selected waterbodies for water quality, flow,
habitat and aquatic insects to understand the health of the
$1,288,000 . . I .
waterbodies over time and prioritize areas for protection
and restoration.
Lake monitoring $311.000 Monitor conditions in local lakes to track their health over
’ time and identify specific problems.
NPDES Permit NPDES permit Coordinate, track and report activities of County
Administration and | administration and $1,372,000 departments in protecting water quality to ensure
Coordination coordination compliance with the County's NPDES stormwater permit.
Pollution Commercial property Conduct pollution prevention inspections at commercial,
Identification and inspections industrial, and at other properties that may generate
Elimination $670,000 critical pollution that drain to the County's drainage
system to meet the requirements of the County's NPDES
permit.
Investigations of Investigate and help resolve water quality problems
water quality $719,000 reported by the public and other agencies to ensure
problems and ’ compliance with the County's NPDES permit.
violations
Illicit discharge $67.000 Examine the County's drainage system for potential illegal
screening ' connections and pollution sources.
Savvy Septic $354.000 Provide financial assistance, incentives and education to
' help landowners maintain their on-site septic systems.
Lake Management | Toxic algae Test lake water for early detection of toxic algae blooms,
monitoring and $31,000 notify the local community and educate the public about
response the potential health risks from exposure to toxic algae.
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Service Types

Individual Services

Invasive aquatic plant

Expenditures
2016-2018

Service Description

Work with local residents to control non-native, invasive

control $188,000 aquatic plants, primarily milfoil, to protect lake use and
prevent expansion to other lakes.
Lake restoration Implement clean-up projects to restore the health of
) $472,000
projects polluted lakes.
LakeWise property Work with landowners to take actions that reduce and/or
owner outreach $391,000 prevent pollution, especially nutrients, coming from
residential properties in lake watersheds.
Water Quality Water quality facilities Analyze drainage in specific geographic areas, develop
Improvement planning $2.783.000 plans and complete preliminary designs for capital
Capital Projects e facilities to resolve existing and predicted future water
quality problems.
Design and Perform engineering analyses, develop designs and
construction of water construct projects to resolve water quality problems.
. " . $1,771,000
quality facility capital
projects
Stewardship, Education and Provide education and outreach, such as septic system
Education, and outreach program $1,332,000 maintenance information, to the general public to help
Outreach reduce water pollution.
Overhead Water Quality $5,614.000

Overhead

S o ur ¢ e summaryohbérvices and costsand finan ¢ i a | information from the County’

v" Fiscal & Administration: Between 2016 and 2018, SWM expended an average of $3 million annually
on fiscal and administration functions, which includes budget development and management, billing
services, grant administration and coordination, accounting services, accounts payable, communication
support and general office support for all SWM divisions.

EXHIBIT A.5: FISCAL AND ADMINISTRATION SERVICES

Expenditures

Individual
Service Types Services 2016-2018 Service Description
Fiscal Administration | Budget Develop annual SWM budget, maintain on-going
development and expenditure tracking and cash management and conduct
. $971,000 U
expenditure financial analyses.
tracking
Grants Administer grant billing and accountability, research
management $572,000 funding opportunities and distribute information to funding
partners.
Utility Billing Utility billing Invoice all SWM ratepayers for storm and surface water
management service charges and manage customer
$1,742,000 | service needs, as well as administer the billing systems
for contracted cities; includes payn
and Treasurer’s office
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Expenditures

Individual
Service Types Services 2016-2018 Service Description
Program Program Provide overall administrative and office support for day-
Administration/Office | administration/office | $1,531,000 | to-day SWM operations.
Support support
Division Division Develop communications products and conduct outreach
Communications communications $62,000 for the overall SWM program and maintain the SWM web
site.
Data and Asset Geographic Maintain and update Geographic Information Systems
Management information systems $837.000 (GIS) and other data (i.e. LIDAR, remote sensing) to
(GIS) and high-tech ' support SWM planning, analysis and project
data implementation and other County needs.
Overhead Fiscal and
Administrative $3,551,000
Overhead
Sour ¢ e summdryohérvisesandcostsandf i nanc i al information from the Cound

SWM services have expanded beyond what was anticipated when the existing funding model was
established in 2009, and funding has not kept pace. While funding for SWM’'s mandated services—
identified in the County NPDES permit and in Snohomish County Code, Title 25, has remained relatively
stagnant since the 2009 rate increase, expenditures have grown congruent with services. Since 2010,
SWM operations have grown in response to its service territory expansion, numerous NPDES
requirements, ratepayer service needs and other operational demands, personnel costs and capital project
costs have increased, and SWM consistently planned and managed various capital projects to the benefit
of the County related to flood prevention, drainage infrastructure and habitat restoration.
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Appendix BT SWM Performance Statistics

Ri

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
ver Flooding Services
FEMA home elevations
completed 0 0 0 2 1 2 0 1 0 1 1 1
FEMA home buyouts completed 0 0 0 0 0 4 3 1 1 0 0 1
Miles of river levees inspected n/a 14 14 14 14 14 14 14 14 14 14 14
River, stream, and precipitation
gages inspected and maintained n/a 35 35 35 35 35 35 35 35 35 35 35
Number of flood guides mailed to
residents 9476 | 8532 | 8603 | 10150 | 9036 | 9930 | 102586 | 10113 | 10112 | 6447 | 8864 | 8372
Drainage & Road Flooding Services
Drainage complaints investigated | 397 300 338 309 344 343 289 264 291 324 | 301 407
Number of stormwater facilities
inventoried n/a 212 85 108 13 13 210 117 259 161 185 108
Number of catch basins
inventoried n/a 5310 | 1391 | 1015 216 | 4310 1833 2890 | 2518 | 2692 | 2596 | 1750
Capital road flooding only
projects completed! 23 14 15 10 13 12 11 8 4 8 5 1
Capital failing infrastructure only
projects completed! 3 8 0 0 0 4 0 0 1 0 0 0
Capital road flooding & failing
infrastructure projects completed! 5 4 2 2 4 2 5 0 0 0 0 1
almon & Marine Habitat Services

Miles of habitat restored n/a 6 13 3 11 1 0 3 0 0 0 n/a
Trees/shrubs planted 10865 | 37486 | 29553 | 9623 | 14308 | 10524 | 7690 | 17992 | 12661 | 18172 | 3195 | 10182
Acres planted 922 | 3542 | 3298 | 2298 | 3492 | 19.3 13.7 12 12.2 75 6 9
Volunteer hours planting 642 1517 | 1918 | 1750 392 630 412 245 239 222 0 0
Capital habitat restoration
projects? n/a 2 3 2 4 2 1 1 3 1 2 1
River miles assessed for habitat 0 0 4.4 17.8 31 15.6 0 0 1.9 18.6 16 174
Stream miles assessed for
habitat 10 12.2 7 6.7 0.25 0.25 0 0.75 0.34 0.25 10 57
Derelict crab pots removed 0 142 187 0 140 121 92 45 0 44 140 211
Volunteer hours MRC n/a n/a 1028 | 1633 | 1990 | 1363 1373 1624 | 1369 | 1037 | 1545 | 1832
Derelict boats removed n/a n/a n/a n/a n/a n/a n/a 7 1 0 0 7
Citizens contacted via MRC n/a nla nla n/a n/a n/a n/a n/a n/a nfa | 2486 | 3201
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2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Miles of river geomorphic
assessment 16.5 13 18.5 10 12 0 35 0 13.5 n/a

Capital fish passage only projects
completed! 0 0 0 0 0 0 0 5 1 0 1 4

Water Quality Services

Stormwater facility inspections 142 148 503 651 781 1412 | 1889 | 1685 | 2354 | 2510 | 2049 | 2258

Business inspections for pollution

control n/a n/a 1171 530 737 753 733 654 333 616 | 321 372
Water quality complaints

investigated 131 129 125 140 142 129 116 96 95 101 80 105
Outfalls screened for WQ 28 243 202 229 78 194 131 80 0 0 630 | 329
WQ education workshops/events 48 29 39 36 28 36 20 35 29 13 46 71
Attendance at WQ

workshops/events 2958 | 1375 | 1417 | 2216 | 2206 | 2135 | 1203 | 2113 | 1065 | 778 | 2616 | 3421
Streamside & NGPA landowner

site visits 10 53 77 37 48 105 26 49 69 42 32 47
LakeWise site visits n/a n/a n/a n/a 1 8 20 27 66 38 26 20
Stream/river locations monitored

for WQ 69 113 153 203 143 84 56 71 92 95 106 53
Lakes monitored for WQ 36 36 34 34 34 35 35 37 36 36 32 34
Lakes receiving alum treatments 0 0 0 0 0 0 1 2 2 2 2 2
Lakes receiving milfoil removal 4 4 4 4 3 5 3 5 3 4 4 4

Volunteer lake monitoring hours 990 1214 | 1438 | 1464 | 1470 | 1445 1430 1358 695 728 | 794 | 1017

Lakes posted with toxic algae

warnings 3 2 3 4 6 5 2 1 5 6 7 7
WQ actions within Stillaguamish

CWD n/a n/a n/a n/a n 6 16 7 9 1 0 1
School classroom lessons

provided 61 37 37 128 152 0 97 222 190 210 | 244 | 323
School field trips conducted 27 29 21 33 24 0 2 12 15 5 5 8

Students attending lessons / field

trips 3511 | 2811 | 3341 | 7422 | 4300 0 3000 | 6007 | 4223 | 6351 | 3986 | 9176
Septic inspection rebates 0 0 0 0 0 0 0 0 198 71 70 158
Septic maintenance grants 0 0 0 0 0 0 0 0 4 4 3 4
Septic replacement grants 0 0 0 0 0 0 0 0 10 10 3 6
Capital WQ only projects

completed! 5 0 2 3 3 4 1 2 2 0 0 1
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2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Capital Projects with Multiple Benefits
Flooding & fish passage' projects

completed 0 0 0 1 0 1 5 4 3 0 1 3
Flooding & water quality? projects

completed 0 0 3 0 0 0 0 0 1 0 0 1
Water quality & failing

infrastructure! projects completed 0 0 1 1 0 0 2 0 0 0 2 0

Flooding, fish passage & failing
infrastructure! projects completed 0 0 2 2 0 2 0 4 0 0 0 1
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Appendix C — Summary of Recommendations and Corrective Action Plan

Responsible

Recommendation Priority

Entity

—_

Continue the process initiated by the Business Plan by devising an action
plan that brings expenditure levels in line with revenues—including reducing
discretionary expenditures or increasing utility service charges, or both. This
should include:

o Updating the potential alternatives begun through the Business Plan
process based on SWM's curre
information related to potential rate structure modifications studied
through the Business Plan process but not included in the Business Plan
itself.

SWM agrees with this recommendation to develop an
action plan that builds on the SWM Business Plan in
order to bring SWM expenditures in line with its
revenues. SWM also agrees that this is the highest
priority recommendation. SWM has already started
developing additional proposals for consideration that
either increase SWM’ s
or both. SWM is planning to hold further discussions with
the County Executive and County Council in 2019 and

of physical conditions and fish passage conditions for
existing infrastructure that SWM has started will require
additional resources.

, _ . , SWM early 2020 so that a long-term action plan and any
e Formulating a cost-reduction proposal that considers a wide range of associated ordinances could be approved in the first half
options with estimated amounts of savings anticipated from the proposed of 2020 before SWM s 2
cuts.
o Evaluating necessary staffing levels, as well as all discretionary spending,
identified priorities, and potential reductions for lower-priority services and
programs to ensure staffing resources are focused on higher-priority
services.
e Presenting such proposals to the County Executive and County Council.
2. Continue ongoing asset management efforts, including populating the asset SWM agrees with this recommendation to continue its
management system with all public infrastructure assets, the condition of ongoing asset management efforts, though SWM
such assets, and maintenance schedules for the assets. currently shares this function with other County
SWM departments and divisions. Continuation of the inventory
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Responsible

Recommendation Entity Priority

3 Devise a method of reporting to the County Executive and County Council SWM agrees with this recommendation to develop a
the condition of known assets, problems with existing assets, and the method of reporting about existing surface water assets,
estimated cost of performing all scheduled inspections, preventive which SWM believes would include both natural and
maintenance, and necessary repairs and improvements for known SWM B constructed assets. The implementation of this
problems. This should include the long-term resource needs to maintain the recommendation is directly tied to the previous
County’' s surface water thepotentig € recommendation of investigating the condition of existing
impact of deferred maintenance should sufficient funding not be available. surface water assets.

4 Enhance the existing performance measurement system to include (a) SWM agrees with this recommendation to develop a
specific performance metrics that address salmon and marine habitat performance measurement system to track the
restoration efforts; (b) the resources dedicated to performing core SWM performance of SWM in delivering services. The metrics
activities and the overall efficiency in producing key outputs and outcomes; listed in Appendix B are a good starting point, though
(c) SWM's progress toward act additional work would be needed to develop a
maintenance targets; (d) the timeliness and responsiveness of SWM SWM B comprehensive performance measurement system as
ser vi ces; and (e) the ex fcomparéstot described. The final part of this recommendation of
other jurisdictions, particularly with respect to response times, efficiency comparing SWM's perfor
ratios, condition indicators, and preventive maintenance. This may require will depend on whether other comparable jurisdictions
the broader input and involvement of Public Works and County leadership, currently collect and report their own performance
as well as key stakeholders. metrics. SWM wi | | util

to implement this recommendation.

5 Consider methods of prioritizing projects and, as described previously, SWM agrees with this recommendation to develop a
identify methods of reporting to County officials how priorities are method of reporting on how SWM priorities are
established and projects selected, existing project backlogs, and the impact established, how projects are selected, existing project
of such backlogs. In doing so, we also recommend that SWM utilize this backlogs, the impact of such backlogs, the allocation of
budgetary and expenditure data in its performance measurement system to SWM B fiscal resources, and SWM achievements. SWM currently
better illustrate how SWM allocates fiscal resources and, relatedly, what is has a process to prioritize capital projects, which SWM
achieved as a result. can review with the County Executive and Council.

Implementing this recommendation may require setting
up a new reporting system.

A High PriorityThe recommendation pertains to a high priority conclusion or observation. Due to the seriousness or significance of the matter,
immediate management attention and appropriate corrective action is warranted.
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BT Medium PriorityThe recommendation pertains to a moderately significant conclusion or observation. Reasonably prompt corrective action
should be taken by management to address the matter. Recommendation should be implemented no later than six months.

C1 Low Priority The recommendation pertains to a conclusion or observation of relatively minor significance or concern. The timing of any
corrective action is leff to management's discretion.

N/A Not Applicable
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Appendix D — Surface WaterMa nage ment ' s Response

Sur f ace Wa tseesponshitathisauditeeporeisrpresented on the following pages.
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