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SUBJECT:  Financial Policies for Medic One/Emergency Medical Services (EMS)
SUMMARY
Proposed Ordinance 2007-0365, if approved, would establish financial policies to govern the EMS program, adopt a 2008 financial plan, and establish an independent levy planning committee to consider funding options for any subsequent levy period.  

BACKGROUND

King County’s Medic One/EMS system is an internationally recognized regional response system that provides life saving services to the residents of Seattle and King County.  EMS services in King County have been funded primarily by an EMS Levy since 1979.  The current levy period is 2002 through 2007 and will expire at the end of the year.  In anticipation of this levy expiration, the council will consider two levy funding options for 2008 through 2013:

1. Proposed Ordinance 2007-0281 that would submit to the voters a multi-year (six-year) levy lid-lift at an initial rate of up to $0.254 per $1,000 of assessed value (AV).  The levy would increase each year by a limit factor of medical care CPI for the Seattle metropolitan area.
2. Proposed Ordinance 2007-0282.2 that would submit to the voters a six-year EMS excess levy of up to 30 cents per $1,000 AV.  This levy beyond the first year would be limited in growth to 1% plus new construction.  
The financial policies contained in Proposed Ordinance 2007-0365 could apply to either funding option.  However, depending upon the funding option preferred by the council, the financial plan adopted by the ordinance would need to reflect the final decision of the council.  
ANALYSIS

Over the years, the county council has adopted a number of financial policies.  Some are contained in the King County Charter, some are in the King County Code, and some have been adopted in the form of ordinances or motions.  In addition, the county has established financial practices that have been used consistently, such as financial plans, target fund balances, refunding bonds, and omnibus supplemental appropriations ordinances.  This growing trend to establish sound financial policies that will maintain standards for county agencies and/or programs has been embraced by the council, who has convened a Financial Policies Advisory Task Force to review current county policies and to make recommendations for future guidelines and budgetary actions.  

The Executive also followed this trend by including certain policies for the EMS program in the EMS levy proposal in Proposed Ordinance 2007-0331
.  Previously, no specific financial policies were in place for the EMS program.  
The Prosecuting Attorney’s Office (PAO) has recommended that financial policies not be included in any ordinance that would place the EMS levy on the ballot, as the policies could not be changed and any possible unintended consequences would be binding for the six year duration of the levy.  Proposed Ordinance 2007-0365 was developed to separate the financial policies as suggested by the PAO and to further expand upon the Executive’s proposal.  
Proposed Ordinance 2007-0365 includes sections that are dedicated to specific financial policies, as follows:
1. Multi-year Planning – This section acknowledges that the EMS program is a six year program and states that the program will maintain a financial plan and cash flow projections for the six years funded by the levy.  The operating budget committee will review these policies that will be updated and transmitted to the council for review by June 30 of each year to reflect any changed circumstances or alternatives under consideration.  The plan will be updated to reflect the adopted budget and to provide budget planning for the following year.
2. Adoption of 2008 EMS financial plan – Attachment A to the ordinance is a financial plan for 2008.  This section would adopt that plan, and would require any changes to be included in the quarterly management and budget report and would also accompany any request for a supplemental appropriation.  Changes to the plan will not be effective until approved by the council.  The components of the financial plan are discussed in another section of this staff report.  
3. EMS financial audit – This section would require biennial audits in each odd year of the levy period to be conducted by an independent consultant, hired by the council.  Audit reports will be submitted to the council by September 30, 2009, 2011, and 2013.
4. Audit funding – The independent audits will be funded by levy proceeds.
5. Annual levy – Any combined undesignated fund balance or reserves that exceed the amounts specified in the financial plan shall be considered annually for millage reduction when the council determines the annual property tax levy for EMS.  A 15% of revenues cap is placed on these combined resources that will be maintained for unanticipated needs, unless extraordinary circumstances require adoption of a higher cash fund balance.  
6. Undesignated fund balance – This policy requires that an undesignated fund balance equal to 6% of annual adopted revenues be included in the financial plan.  Any expenditure of undesignated fund balance would require an appropriation by the council.  (This policy is similar to one used for the general fund.)
7. Reserve for unanticipated needs – The financial plan would be itemized to include a reserve for unanticipated needs and for potential millage reduction.  Reserve detail would not be itemized.  Examples of unanticipated needs include increased fuel costs, increased medical equipment costs, vehicle replacement and disaster response.  Expenditure of the reserve would require an appropriation by the council.
8. Grants – This section states that the EMS program utilize possible state and federal grant funding to support the EMS program.  The financial plan currently identifies no grant revenues.  2006 actual indicate that only $1,463 was received in grant revenues.  
9. Planning process – Planning processes for the next levy period shall begin no later than September 2011, and the process will be monitored quarterly by the law, justice and humans services committee and the operating budget committee.  
10. Independent levy planning committee – This section establishes an independent levy planning committee composed of nine members appointed by the Executive and confirmed by the Council.  Members will be nominated by both branches.  The chair of the council would also designate a non-voting person to participate in board discussions.  Stakeholders will serve in an advisory capacity.  This committee is not intended to change the current EMS advisory structure or planning process.  The independent committee would provide separate and independent recommendations for development of the strategic plan and EMS financial support.  
11. Reimbursement of independent levy planning committee – The members of the independent committee would receive reimbursement on a per diem basis similar to those used previously for oversight committees.  
Crosswalk for Financial Policies
The following table references the differences between the Executive transmitted financial policies and those contained in Proposed Ordinance 2007-0365.  

Table 1.  Comparison of Financial Policies
	Proposed Ordinance 2007-0365
(Council generated)
	Proposed Ordinance 2007-0331
(Executive generated)

	Not included
	Financial Policy findings – states the need to formalize financial policies

	Multi-year planning – maintenance of financial plan, with review by budget committee after June 30 each year
	Not included

	Adoption of 2008 EMS financial plan
	Attached to transmittal materials, but not officially adopted

	EMS financial audit by outside consultant each odd year of the levy period
	Not included

	Audit funding from levy proceeds
	Not included

	Annual Levy provides for possible millage reduction when combined reserves and undesignated fund balance exceed 15% of annual revenues
	Not included

	Undesignated fund balance policy that is equal to 6% of revenues –must not be maintained at all times, due to cash flow considerations
	Establishes the same policy, to be maintained at all times

	Not included – Any appropriation for disasters would be accessed through the reserve for unanticipated needs
	Appropriation for disaster response, expended only with Executive declaration of emergency, no council action to expend

	Not included – Any appropriation for unanticipated inflation would be accessed through the reserve for unanticipated needs
	Reserve for unanticipated inflation in excess of forecasted levels, identified as line items in financial plan – Would require an appropriation by the council

	Not included – Any appropriation for unanticipated inflation would be accessed through the reserve for unanticipated needs
	Basis for temporary suspension of unanticipated inflation policy above

	Reserve for unanticipated needs, would include disaster, inflation, or any other need and would require an appropriation by the council
	Not included

	Grants – should be identified and pursued as another funding source for the EMS program
	Not included

	Planning Process
	Not included

	Independent levy planning committee would be established to oversee any subsequent levy planning
	Not included

	Reimbursement for committee on a per diem basis
	Not included


Financial Plan

Attachment A to the proposed ordinance, the financial plan, was drafted by staff.  This financial plan begins with the Appendix G - “EMS Levy Revenue/Expenditure Summary” in the Strategic Plan (hereafter “the Plan“).  Essentially, this plan accepts all of the recommendations from the stakeholders’ committees, as follows:  
· The financial plan includes only the “County” portion of the levy proceeds, other revenues, expenditures, reserves, and fund balances.  Seattle levy proceeds and reserves are managed by the City of Seattle by interlocal agreement and are not included in this financial plan.

· The beginning fund balance is updated from the Strategic Plan, based on more current information provided by the Executive.  
· Property tax revenue projections are updated based on the latest assessed values, as provided by the Executive.  The financial plan assumes the 30¢ levy rate for the first year, as recommended by the stakeholders and approved by the cities over 50,000.  
· Other revenues are updated, again based on information provided by the Executive.

· Expenditures honor the 18-month process by the stakeholder committees as reflected in the Strategic Plan by:

· Increasing Advanced Life Support (ALS) per unit costs compared to the current levy to the initial amount of $1,754,279 for operations.  Out-year ALS per unit costs are increased by the five separate inflation factors identified in the Strategic Plan.  The 9% contingency for ALS is included in the reserves section.

· Basic Life Support (BLS) allocations per agency are included in the expenditures with the exception of the contingencies identified by the stakeholders in the Plan.  This allocation respects the stakeholders’ methodology and their recommendation that the levy allow for an increase in BLS support.  The contingencies identified in the plan are included in the reserves.  

· Regional Services are included in accordance with the recommendation in the Plan to allow for continuing existing core regional programs plus enhancements.  The contingencies identified in the Plan are moved to reserves.

· Strategic Initiatives are funded at the level identified in the Plan, including turning several into on-going programs.  Recommendations #1 through #8 are reflected in the financial plan.  The identified contingencies are moved to reserves. 

· All contingencies and reserves identified by the stakeholders are included in the financial plan under either Reserve for Unanticipated Needs or Potential Millage Reduction.  This allows for reserves to be accumulated as needed by having the beginning 30¢ levy but provides for out-year levies to be less than the maximum allowed by State law if the reserves are unneeded.  The various designations and assorted reserves identified in the Executive’s financial plan are compressed into the two items noted above for maximum flexibility.

· The financial plan for EMS as presented in the attachment brings the same degree of financial conservatism and control to the EMS levy as is exercised by other County agencies and funds through their financial plans.

· The ending fund balance conforms to the Executive’s proposed financial policy that would set the target for undesignated fund balance at 6% of revenues.

In summary, the financial plan is in accordance with the financial policies in the ordinance and in effect accepts the recommendations of the stakeholders as embodied in the Strategic Plan.

Amendment
An amended financial plan is included with these materials.  This amended financial plan was prepared by staff after with discussions with Executive staff, who pointed out some minor discrepancies between the annual program allocations in the Strategic Plan and the ones shown in the financial plan.  These discrepancies have been resolved.  However, the detail by agency has been taken out of the ALS and BLS sections because staff could not verify that detail.  

At the direction of the committee chair, amendment A1 has been prepared that would replace the current financial plan with a revised plan.  
INVITED:
· Bob Cowan, Director, OMB

· Thomas Hearne, Director, EMS Division, Seattle/King County Department of Public Health
· Helen Chatalas, EMS Division
ATTACHMENTS:

1. Amendment A1 to Proposed Ordinance 2007-0365, including revised financial plan
2. Proposed Ordinance 2007-0365
� This proposed ordinance is currently part of the pending legislation for the Operating Budget, Fiscal Management and Mental Health Committee.
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