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REVISED STAFF REPORT
SUBJECT:
The 2nd Quarter Operating Omnibus ordinance authorizing carryover of expenditure authority from 2003 to 2004, supplemental budget authority and technical corrections to the 2004 budget. 
BFM COMMITTEE ACTION

The Budget and Fiscal Management (BFM) Committee adopted a striking amendment and a title amendment which increased the Executive’s proposed appropriation by $364,985, to $12.376,423. 
SUBSTITUTE ORDINANCE

The substitute ordinance incorporates several changes to the Executive’s proposed ordinance totaling $364,985 including additional CX carryover items and CX supplemental requests as well as adjustments to non-CX carryover and supplemental requests. The substitute ordinance also incorporates several changes to 2004 budget provisos that do not result in a fiscal impact. 
Table 1: Summary of Changes in BFM Committee Striking Amendment
	
	AS TRANSMITTED 
	STRIKING AMENDMENT
	DIFFERENCE

	Fund
	Expenditure
	FTEs
	Expenditure
	FTEs
	

	Current Expense
	$804,331
	5.77
	$1,055,099
	5.77
	+$250,768

	Non-Current Expense
	11,207,107
	0
	11,321,324
	0
	+114,217

	TOTAL:
	$12,011,438
	5.77
	$12,376,423
	5.77
	+$364,985


Changes in Substitute Ordinance
1. Office of Management & Budget

a. Amends a budget proviso which encumbered $25,000 until Council review and approval by motion of a plan to establish police service levels in unincorporated King County; now funds are encumbered until receipt by the Council of the report.  

b. Amends a budget proviso and releases $75,000 when the Council receives a plan to identify the level and utilization of regional services and local optional services provided by the Sheriff to contracting cities and other entities. The original proviso encumbered the funds until Council review and approval of the plan by motion.


2. Sheriff

a. Amends s budget proviso and releases $75,000 when the Council receives a plan to establish the level of police service levels in unincorporated King County. The original proviso encumbered the funds until Council review and approval of the plan by motion.

b. Amends budget proviso and releases $75,000 when the Council receives a plan to identify the level and utilization of regional services and local optional services provided by the Sheriff to contracting cities and other entities. The original proviso encumbered the funds until Council review and approval of the plan by motion.


3. Adult and Juvenile Detention

a. Adds an additional $5,000 to contract with the NW Labor Employment and Law Office (LELO) for relicensing efforts; this brings LELO’s 2004 contract to $85,000.

b. Amends the transmittal date adopted in a 2004 budget proviso from June 1 to June 18 for a report of the jail operational master plan. 


4. Community Services 

a. Adds an additional $31,600 in additional human and community services contracts in 2004 including:
Elder Friends Northwest ($10,000)
Washington Adult Day Services (10,000) 
University District Youth Center ($5,000) 
Sno Valley Adult Day Health ($1,600)
Fusion Homeless Women’s Housing ($5,000)

b. Carries over an additional $44,000 for items from 2003 
Wallinford Community Council ($10,000)
Thomas Jefferson High Foundation ($500)
Greater Federal Way Kiwanis ($1,500)
Federal Way High Foundation ($500)
World Class Aquatic Foundation ($1,000)
Todd Beamer High School Foundation ($500)
Museum of Flight ($30,000)


5. Waste Water Treatment Reserve Bond Account

a. Adds a proviso to restrict disbursement of $5 million to city of Seattle for improvements at Discovery Park until  a Memorandum of Agreement (MOA) is reached between King County and city of Seattle. The proviso is identical to language adopted in the 2003 third quarter operating omnibus ordinance.


6. Internal Support & Various Non-CX Adjustments– UAC Reallocation

a. Removes the Executive’s proposed implementation to reallocate UAC (Unincorporated Area Councils) costs to CX and DDES. The Council, in a budget proviso, asked to approve a proposal for reallocating UAC costs by motion. The deadline was March 30th. The motion is due to be transmitted this week, therefore it is premature for the BFM Committee to approve the implementation of the cost reallocation methodology prior to reviewing the policy motion.


7. General Government CX Transfers

a. Adds $5,000 to support the donation of a surplus vehicle to Habitat for Humanity.


8. Public Health 

a. Incorporates several technical corrections that reduce the total appropriation by $209,967. The proposed ordinance incorrectly sought appropriation authority for $199,967 for the methadone treatment program which is budgeted in Jail Health. The striking amendment also removes $10,000 in budget authority for a grant that was denied by the city of Seattle.


9. Prosecuting Attorney 

a. Adds $267,000 to support outside legal counsel expenses related to the Maury Island litigation. This item is proposed in the Executive’s third quarter operating omnibus ordinance (Proposed Ordinance 2004-0389), but is being fast-tracked in the second quarter omnibus ordinance.

SUMMARY: 
For the past few years, the Executive has transmitted quarterly omnibus ordinances that package various changes to the adopted budget. This proposed ordinance is the second quarter omnibus ordinance for county operating budgets.  The second quarter omnibus ordinance typically includes not only supplemental appropriations and technical corrections to the adopted budget, it also reappropriates, or “carries over,”  2003 budget authority that would otherwise expire. 

 Table 1 below summarizes the Executive’s proposed carryover and changes to the 2004 adopted budget. The staff report details the Executive’s proposal by agency.

Table 2: Proposed CX and Non-CX Carryover and Changes to the 2004 Adopted Budget  
	
	Current Expense
(CX)
	Non -CX
	Total

	
	Expenditure
	FTEs
	Expenditure
	FTEs
	

	Carryover
	$420,000
	
	$7,053,084
	
	$7,473,084

	Supplemental
	384,331
	5.77
	3,505,339
	
	3,889,670

	Corrections
	0
	
	648,684
	0.54
	648,684

	Total
	$804,331
	5.77
	$11,207,107
	0.54
	$12,011,438


ANALYSIS:
The Executive is requesting a total of $12 million in budget authority as follows:  

1. Expenditures:

· $7.5 million or 62 percent represents carryover from 2003 to 2004. This amount represents budget authority that would lapse in 2004 if not approved or “reappropriated” by the Council. Carryover items were approved in the 2003 Adopted Budget, therefore, no policy decisions are required by the BFM Committee.
· $3.9 million or 32 percent is for supplemental budget authority over and above the adopted budget. Approximately 90 percent of that amount, $3.5 million, represents non-CX revenues and 10 percent, $384,000, is CX. These items represent additional expenditure authority over and above the 2004 Adopted Budget, and therefore, require a policy decision by the BFM Committee. 
· $650,000 or 6 percent represents technical corrections to the 2004 Adopted Budget. All of the technical corrections are in non-CX agency budgets.


2. Revenues

· Of the $3.9 million request for supplemental budget authority, approximately $1.7 million, or 43.5 percent, is revenue-backed by grants from non-county agencies or by other county funds.
· Funding for substantive CX requests totals $184,364 and is proposed to come from CX fund balance.  With the books closed on 2003, there are sufficient CX revenues to support these added expenditures. Additional CX fund balance resulted from a combination of department under-expenditures and higher-than-anticipated revenues in 2003.  The Executive plans to use the additional fund balance to fund 2004 anticipated losses in revenue, carryovers, changes in reserves, and supplemental needs which are included the second quarter omnibus. However, it should be noted that the Council has not yet taken action on the Executive’s proposed use of the additional fund balance.


CX CARRYOVER





$420,000 and 0.00 FTEs
The Proposed Ordinance includes $420,000 in expenditure authority that would expire in 2004 without reauthorization from the Council. These “reappropriations” carry over budget authority from 2003 into 2004 for two CX programs that were approved in the 2003 budget, but were not completed before the end of the fiscal year or are continuing in 2004. 

· Judicial Administration: $370,000 of budget authority is proposed to be carried over from 2003 to 2004 to support the Drug Court program. Of that amount, $320,000 is reserved for staffing and treatment costs to ensure that participants in active treatment can complete the 18-month program in 2004.  The second component is $50,000 for an evaluation of the Drug Court Program.  
· Adult and Juvenile Detention: $50,000 in reappropriation authority is proposed for an assessment of the Intake Services program. The Council initiated the program in the 2003 budget with the goal of reducing criminal justice costs and improving efficiency by allowing the Courts to make the best placement decision for individuals in the criminal justice system. Motion 11816 establishing the Intake Services program required an assessment of the new program. 
NON-CX CARRYOVER




$7,053,084 and 0 FTEs
The Proposed Ordinance includes $7 million in expenditure authority that would be carried over from 2003 to 2004 in various non-CX funds. The requested carryover includes:
· Roads

$77,815

· DDES (Dept. of Development & Env. Services)
$10,465

· Facilities Management Internal Service Fund
$9,842

The Executive proposes reappropriating a total of $98,122 of 2003 funding in three agencies to support the Landmarks Program in BRED (Office of Business Relations and Economic Development). BRED did not collect these revenues in 2003 and therefore, a reappropriation is needed. It is important to note that the question of the appropriate components of DDES’ fees is the subject of litigation in the Snohomish County Superior Court. 

· Emergency Medical: $130,000 for two projects. The first is $72,000 for the Regional Data Collection Project that allows for electronic collection and distribution of EMS data using handwriting recognition capabilities. The second project is $58,000 for Web-based training for dispatchers and EMTs (Emergency Medical Technicians).  
· Public Health: $949,894 of which approximately $400,000 is for furniture and equipment purchases that were not completed by the end of 2003 and $540,000 for grants and contract services that are continuing into 2004. 

· Solid Waste: $223,068 for two projects: a Brownfield Assessment Grant from the EPA (Environmental Protection Agency) totaling $200,000 and $23,068 for a dairy waste management project in conjunction with the Wastewater Treatment Division. 

· Clark Contract Administration: $600,000 to reimburse the Wastewater and Transit Funds for overpayment of expenses related to the Clark legal settlement. The Clark suit was a class action lawsuit brought against the county in 1995 alleging that contract workers hired by the County or the former municipality of Metropolitan Seattle (METRO) fell under the legal definition of employees eligible for full benefits. A settlement was reached in 2000 with $18 million appropriated for benefits and litigation costs. The responsibility for settlements costs was distributed over 34 county funds, with the former METRO agencies, Wastewater and Transit, sharing the largest impact.
· Local Hazardous Waste: $25,000 to complete a telephone survey of 600 businesses generating small quantities of hazardous waste. Funds were budgeted in 2003, but the contracting process extended into 2004. 
· Wastewater Treatment: $5,027,000 for improvements at Discovery Park that was placed in reserve under a 1991 settlement agreement relating to the Westpoint Treatment Plant. An agreement between King County and the city of Seattle for the use of these funds is being developed. Proposed Ordinance 2004-0116 authorizing a memorandum of agreement for payments to the City of Seattle consistent with the settlement agreement is currently in the Natural Resources and Utilities Committee. 

CX SUPPLEMENTAL REQUESTS


$384,331 and 5.77 FTEs



The Executive’s proposal includes $384,331 and 5.77 FTEs for CX agency needs that were not anticipated in the 2004 Adopted Budget. Three of the supplemental requests are substantive because they require the expenditure of new funds. One request is technical in that it meets a double budgeting requirement to provide sufficient appropriation authority.
· District Court: $79,532 & 3.00 FTEs for additional staffing at the District Court call center and for an efficiency/training specialist to help the Court standardize its processes and procedures in all district court locations.  This request represents the cost for six months of salary and benefits. The annualized cost for 2005 is estimated to be $168,238.

· UAC Cost Reallocation/CX Internal Support:  $101,832 to support the work of the Unincorporated Area Councils (UACs). A 2002 state audit raised issues about the inconsistent use of DNRP and DOT revenues used to support UAC activities which included presentations by the Sheriff’s Office, the Assessor, Public Health and the Office of Management and Budget, all general fund programs. In response, the Council adopted a budget proviso requiring the Executive to develop a new cost allocation model for funding the UACs. The proviso deadline for the report and the motion approving the report was March 30th. The Executive is expected to transmit the report and a motion this week. Therefore, it is premature to approve the implementation of the cost reallocation in advance of the BFM Committee’s consideration of the methodology. The Executive proposes that UAC costs be distributed among CX and non-CX agencies. Rather than budget the cost in various CX agency budgets, the appropriation is made in CX Internal Support which is generally used to budget payments that are made on behalf of CX agencies when it is not practical to budget or pay from multiple appropriation units. 
· Boundary Review Board: $3,000 for a salary adjustment due to an employee reclassification under the Duncan settlement.  This item was not included in the Executive’s proposed budget because the terms of the settlement were not known before the 2004 budget was transmitted to Council. The Duncan suit was a class action lawsuit brought against the county in 2002 alleging, in part, that the county failed to provide retroactive pay to non-represented employees back to 1998 as it had for represented employees. The retroactive payments followed completion of the classification/compensation, a 10-year process to classify and compensate the county’s combined, METRO/King County work force.  The Duncan lawsuit was settled in 2003 under an agreement to provide $8 million in retroactive pay to eligible employees. Payments are anticipated to be distributed at the end of 2004.

· Jail Health: $199,967 & 2.77 FTEs for the Methadone Treatment program for opiate-addicted inmates incarcerated in the county jail and Regional Justice Center. Revenue for this request was appropriated in DCHS’s (Department of Community and Human Services) budget as part of the Criminal Justice Initiatives. Funds will be transferred from DCHS to Jail Health. This is a double budgeting adjustment necessary to provide sufficient appropriation authority; in this case, revenues come from one appropriation unit (DCHS) and the expenditure is being made in another (Jail Health).

NON- CX SUPPLEMENTAL REQUESTS

$3,505,339 and 0 FTEs


Non-CX supplemental requests are often “revenue-backed” by funding from other jurisdictions such as the state, the King Conservation District (KCD) or other agencies under interlocal agreements. The first four requests, Public Health, WLRD, River Improvement Fund and LLEBG (Local Law Enforcement Block Grant), are all backed by non-county revenues.
· Public Health: $871,935 to restore funding for community health centers which are to receive $813,935 and to provide an additional $58,000 for the master home environmentalist program. This supplemental appropriation is revenue-backed by additional funds added by the City of Seattle in its 2004 city general fund budget.  
 
· Water and Land Resources Division: $498,519 is revenue-backed by funding from the KCD to support habitat studies and develop habitat protection plans in WRIAs 7 (Snohomish), 8 (Lake Washington, Cedar, Sammamish) and 9 (Green River), "WRIAs" or "Watershed Resource Inventory Areas" refer to the state's major watershed basins. 

· River Improvement Fund: $134,791is revenue-backed by a FEMA (Federal Emergency Management Agency) grant to purchase a flood patrol vehicle and a bulldozer for use in flood hazard maintenance and repair projects. Both vehicles have been delivered to the county. The truck is in WLRD’s inventory; the bulldozer is in Roads’ inventory. WLRD will bill FEMA for the equipment in August. 
· LLEBG (Local Law Enforcement Block Grant) 1999LBVX8880 Grants: $10,622 is revenue-backed by a grant from the Washington State Archives to preserve King County Superior Court cases from 1853 to 1974 on microfilm.  

· Water and Land Resources Division 

(1.0 FTE)

· DNRP Administration

$55,869 & 1.0 FTE
The Executive is proposing to eliminate authority for 1.0 FTE in WLRD and transfer it to DNRP administration. This FTE and the $55,869 request represents seven months of funding for a Human Resources Service Delivery Manager as part of the HR (Human Resource) Unification Project. The HR Unification Project was originally adopted in the 2003 budget to standardize human resources practices across county departments.  Under HR Unification, each department employs a Service Delivery Manager who reports directly to the Office of Human Resources Management (OHRM). This position represents an additional body of work that requires a new FTE.  This request is revenue-backed through the DNRP overhead allocation model from the various divisions in DNRP.
· Public Transportation: $58,000 to support an Air Quality Manager position within the Wastewater Treatment Division. This appropriation represents a 50 percent contribution to the position which will be responsible for monitoring the county’s emission reduction efforts. The position was not filled until August 2003, so funding was not charged to the Public Transportation fund in the Executive’s proposed 2004 budget.

· Safety and Worker’s Compensation: $2,000,000 to establish a contingency account in the Safety and Claims Management Fund for 2004 to cover unanticipated costs in excess of current budget authority. King County self-insures its workers’ compensation fund. The 2004 budget totals $25.1 million with 27.0 FTEs. 

The number of workers’ compensation claims has remained relatively stable, however, the cost per claim has increased. In the past, the calculation for “time loss wages” (replacement pay to injured workers) did not factor in overtime pay or health benefit costs. However, in 2003 state Supreme Court and state Department of Labor and Industries rulings reversed this and, as a result, employers had to recalculate and pay time loss wages that factored in overtime pay and health benefit costs. In January 2004, the Council approved a $1.5 million supplemental request to cover these unanticipated costs for 2003 and directed the Executive to establish a contingency in the fund to cover any additional unanticipated costs in 2004. Funding for this supplemental request would come from fund balance. Any underexpenditure in the contingency would be returned to fund balance. 


· UAC Cost Reallocation/Non-CX Agencies: ($324,184) 
This item represents the collective appropriations and disappropriations in various non-CX funds related to the Executive’s proposed cost reallocation for Unincorporated Area Councils (UACs) discussed above under the CX Supplemental section. 

The 2004 adopted UAC budget is $247,053 which was split between the DOT Director’s Office ($135,879) and DNRP Administration ($111,174). To achieve equity among funds, the Executive proposes shifting a portion of UAC costs to the CX fund, $101,832, to DDES, $21,587, and directly to the divisions within the departments of Transportation and Natural Resources and Parks totaling $123,634. 

Table 2 below illustrates the Executive’s UAC funding proposal. As discussed above, the BFM Committee may want to defer action on the implementation of the cost reallocation until it has an opportunity to review and approve the methodology. 
Table 3: Executive’s Proposed UAC Cost Reallocation Methodology 
	Appropriation Unit
	2004 Cost


	Proposed Adjustment in Q2 Omnibus
	Proposed Revised Cost

	DOT Director’s Ofc
	$135,879
	($135,879)
	0

	DNRP Admin
	111,174
	(111,174)
	0

	TOTAL:
	$247,053
	($247,053)
	

	Contributions From Non-CX Agencies:
	
	
	

	Roads
	98,821
	(46,944)
	51,877

	Transit1
	24,705
	8,400
	8,404

	Airport
	12,353
	(12,353)
	0

	Wastewater
	40,152
	(40,152)
	0

	Solid Waste
-3378
	37,242
	(33,783)
	3,459

	DNRP Other2
	5,785
	(5,785)
	0

	WLRD
	19,471
	20,165
	39,636

	Parks
	8,524
	11,734
	20,258

	DDES
	0
	21,587
	21,587

	TOTAL:
	$247,053
	($77,131)
	$145,221

	
	
	
	

	Contributions From CX Agencies
	
	
	

	CX Internal Support
	$0
	$101,832
	$101,832

	TOTAL:
	$247,053
	
	$247,053


1. Transit’s $24,705 contribution was budgeted in the DOT Director’s Office appropriation unit only. Therefore 
Transit does not require a disappropriation in the proposed omnibus ordinance.

2. DNRP Other includes River Improvement, Rural Drainage, Noxious Weed Program and GIS.
TECHNICAL CORRECTIONS



$648,684 and 0.54 FTEs
The following appropriations are classified as technical corrections to address errors and omissions in the 2004 Adopted Budget.  Highlights include:
· CFSA Transfers (Children and Family set-aside fund): $20,000 in additional budget authority is needed due to a summing error in the 2004 Adopted Budget.  The .54 FTE corrects a typographical error.  The 2004 Executive Proposed budget asked for 19.6 FTEs.  The 2004 Adopted budget appropriated 19.06 FTEs.  

· CX Overhead Rate Adjustments: $618,842 for changes in the CX overhead allocation model.  CX overhead rates are charged to CX and non-CX agencies for central costs that benefit all county agencies, for example, the Council, Executive, emergency services, personnel services, Ombudsman, State Auditor, budget services and countywide mail service. Rates are adjusted annually after the budget is adopted to reflect changes made by the Council  as well as any technical corrections that need to be made.  

In the 2004 budget, the Council restored a $500,000 reduction in Council Administration and additionally, the Budget Office underestimated CX overhead rates for the Council. The proposed ordinance would adjust the model to include the resulting $618,842 allocation changes in various agency budgets as shown in Table 3 below.  Only larger amounts of the total spread for these costs are included in the proposal.  Smaller adjustments under $5,000 are proposed to be absorbed by the individual agencies.

Table 4: CX Overhead Rate Adjustments

	AGENCY
	PROPOSED CX OVERHEAD RATE ADJUSTMENTS

	Roads
	$51,438

	EMS
	9,937

	WLRD
	20,990

	AFIS
	8,790

	MHCADS
	7,710

	DDES
	22,191

	Public Health
	101,599

	Solid Waste
	49,351

	Airport
	8,538

	Transit
	334,201

	Finance1
	4,097

	TOTAL:
	$618,842


1 Finance includes an appropriation of $71,048 and a disappropriation 
of $66,951 for a net appropriation of $4,097.
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