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STAFF REPORT
SUBJECT:
This ordinance implements the 2006 reconciliation of multiple capital funds and projects that are in need of a carryover adjustment to provide the appropriate level of budget authority in 2007.  The ordinance also reappropriates Current Expense (CX) operating revenues to provide funding for various CIP projects.  
SUMMARY
King County Code (KCC) 4.04.040 requires the Executive to undertake an annual reconciliation of all Capital Improvement Projects (CIPs) by March 1 of every year.
  Proposed Ordinance 2007-0419 represents the annual review of all capital projects and funds to determine the appropriate level of carryover budget authority and the availability of revenues to support the projects.  Based on this review, the ordinance implements adjustments to budget authority for capital projects and reappropriates CX funds earmarked as revenue to support capital projects.  
The annual CIP reconciliation ordinance proposes both reappropriations and disappropriations for the following reasons:  
· To cancel and reappropriate, if necessary, the CIP project budget authority that has lapsed due to three years of inactivity, as mandated by King County Charter Section 480.  
· To match CIP project budget authority and revenues for all continuing CIPs and to adjust budget authority accordingly.  This can mean canceling unspent budget authority for projects completed under budget or adding additional budget authority for those over budget.  

· To reinstate operating budget authority which lapsed at fiscal year end and is needed to provide the revenue backing for continuing CIP projects.  The proposed ordinance reappropriates $3.6 million in CX transfers that supports various projects in two separate funds.  
CIP fund managers have the option to cancel any completed projects in the next year’s annual budget process, thereby reallocating resources for other projects.  Most cancelled projects represented in the CIP reconciliation are due to non-activity or because no revenues are available and the fund balance cannot support the project.  This technical balancing exercise does not include new project expenditure authority.  
UPDATE FROM 09/05/2007 CAPITAL BUDGET COMMITTEE MEETING
Today is the second hearing on this legislation.  At the September 5, 2007 Capital Budget Committee meeting, staff presented an overview of the proposed ordinance (Attachment 6).  Items remaining for consideration are included in the Open Space Non-Bond Fund and are discussed below.
Open Space Non-Bond Fund (3522)
($4,957,546)

Three items proposed for disappropriation in the Open Space Non-Bond Fund required additional analysis and are listed in the table below:  

Table 1: SWM CIP: Fund 3522: Open Space Non-Bond Subfund
	Project 
	Project Name
	Amount
	Status

	352305
	Cedar River Legacy
	(2,000,000)
	No interlocal agreement with the City of Seattle was finalized for administration of these funds, as originally anticipated.  There are no revenues to support the project.

	352333
	Cedar HCP Grant (USFW Cedar River Acquisition)
	(1,000,000)
	Inadvertently duplicated the scope and budget in two projects approved in 2003.  

	352334
	Juanita Woodlands Open Space
	(369,367)
	The $369,367 is the excess expenditure authority remaining in the project after purchase of the property.  

	
	TOTAL:
	($3,745,500)
	


Cedar River Legacy – The largest of the proposed changes are related to a $3,000,000 technical adjustment for the Cedar River Legacy project.  
· Project 352305 – Cedar River Legacy:
$2 million in expenditure authority was appropriated in anticipation of an interlocal agreement between the county and the City of Seattle to manage the city’s federal grant for open space acquisition in the Cedar River watershed.  Negotiations between the two parties were not successful due to the inability to come to an agreement over long term maintenance of the properties.  The grant was awarded to the city as anticipated; however, the preservation work has been implemented by the city through a partnership with the Cascade Land Conservancy rather than King County.  

Expenditure authority for the anticipated grant funds was appropriated by the county in two separate ordinances:  

· Ordinance 14271 – $1.387 million

· Ordinance 14517 – $613,000
Council staff has verified that the grant revenues assumed when expenditure authority was approved were not received by the county.  Consequently, it is unnecessary for the county to maintain the $2 million in expenditure authority for the project that has no revenue backing.
· Project 352333 – Cedar HCP Grant:
This grant funded project was provided a duplicate appropriation of $1 million in project 352347.  This is a technical correction to remove the duplicate expenditure authority.  
Juanita Woodlands – The Juanita Woodlands Open Space project was created for the acquisition of 36.3 wooded, undeveloped acres in the Kirkland/Juanita Potential Annexation Area (PAA) of Kirkland.  The land was purchased for $7 million, using a mix of revenues from Conservation Futures Tax (CFT), Real Estate Excise Tax 1 (REET), bond anticipation notes (BANs), and the Denny Creek Neighborhood Association (DCNA).  (It is anticipated that a bond will be sold this fall to finance the long term debt for the property.)  
All expenditures associated with the purchase of the property have been identified and charged to Project 352334.  $369,367 in excess expenditure authority remains after all purchase costs are accounted for and is proposed for disappropriation.  The project will remain open to track additional revenues from DCNA contributions, as agreed to in a letter of understanding
.  The proposed disappropriation should ensure that no additional expenditures will be associated with Project 352334.  
STRIKING AND TITLE AMENDMENTS: 
At the Chair’s direction, striking and title amendments have been prepared that reflect changes to certain Records, Elections and Licensing Services and Human Resources provisos that are included in both the operating and capital improvement budgets.  The following changes are included:
1. Records, Elections and Licensing Services – Revises a 2007 proviso to release $1,051,209 upon approval by motion of a report for capital and operating costs, location of regional voting centers and drop boxes, and upon receipt of an elections security plan and transition plan regarding the implementation of vote-by-mail.  

2. General Government CIP Project #377190, HAVA Grant Election Equipment 2006 – Revises the proviso for high speed ballot tabulation equipment to release $1,500,000 upon council review of a technology business case and concurrence with the executive’s security review proposal, as required in Motion 12564. 

3. General Government CIP Project #377190, HAVA Grant Election Equipment 2006 – Revises the proviso for ballot tracking, processing and signature verification equipment to release $2,355,000 upon council acceptance by motion of a report consistent with a business case and guiding principles as set forth in the Strategic Technology Plan, prohibits the use of any funds to purchase automated signature verification equipment and software, and prohibits the expenditure or encumbrance of $345,000 until the executive transmits and the council indicates its concurrence with a report on the corporate ownership and technical support for VoteHere software.  

4. General Government CIP Project #377190, HAVA Grant Election Equipment 2006 – Revises the proviso to release $571,500 upon council concurrence with an Information Technology Business Case for the scheduling and project management software.  

5. Human Resources Management – Revises the proviso to release $200,000 upon receipt of a comprehensive countywide employee performance management system.

REASONABLENESS

Staff has incorporated elections policy direction in the amendments and has reviewed the CIP projects contained in the proposal.  Staff worked with the Budget Office, various county agencies and council central staff to determine that the proposed reconciliation changes are truly technical in nature.  Therefore, adoption of the proposed ordinance, as amended, constitutes a reasonable business and policy decision.  
It should be anticipated by the council that some carryover projects not included in the CIP reconciliation ordinance will be cancelled and reappropriated within the context of the Executive’s proposed 2008 budget.  
ATTACHMENTS:

1. Striking Amendment S1 to Proposed Ordinance 2007-0419
2. Title Amendment T1 to Proposed Ordinance 2007-0419

3. Proposed Ordinance 2007-0419, with attachments
4. Transmittal Letter, dated August 8, 2007
5. CX Support for Previously Approved CIPs

6. September 5, 2007 staff report

INVITED
· Bob Cowan, Director, Office of Management and Budget

· Sid Bender, CIP Budget Supervisor, OMB
· Evelyn Wise, OMB
� Due to the challenges of the county’s financial systems and the timing of the fourteenth month, the reconciliation has not taken place within the designated timeframe and has historically been transmitted in late spring or summer.


� DCNA revenues will be used to either reduce the amount of money that is bonded or will apply toward debt service, depending upon the timing associated with the sale of the bond.  
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