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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	5
	Name:
	Andrew Kim

	Proposed No.:
	2023-0210
	Date:
	June 28, 2023



SUBJECT

The tenth supplemental appropriation ordinance to support activities and necessary expenditures in response to the COVID-19 public health emergency. 

SUMMARY

In March 2021, the federal government enacted the American Rescue Plan Act (ARPA), a $1.9 trillion relief package in response to the COVID-19 pandemic. The bill included direct allocations to counties through the Department of Treasury’s Coronavirus Local Fiscal Recovery Fund (CLFR). The county’s CLFR allocation was $437 million. ARPA requires CLFR revenue to be expended by December 31, 2024.

To date, the council has appropriated all of the CLFR revenue to support more than 100 programs in response to the COVID-19 pandemic. The revenues support grants to community organizations, county operations, economic recovery, legal system backlogs, and the county’s public health response to the pandemic including vaccination efforts and Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites.

The proposed appropriations ordinance (COVID 10) would appropriate $29.7 million for operating expenditures and $8.4 million for capital expenditures. All of the proposed appropriations would be revenue-backed by underspent CLFR revenue or FEMA grants. Most of COVID 10 would include disappropriation of underspent CLFR revenue and reallocation of those revenues to support increases to existing COVID programs and support new COVID programs. The executive is proposing $8.8 million of underspent CLFR revenue to support the following new programs:
	· Early Learning Infrastructure Capital Pool
	$1.3 M

	· UKC: Green River Road and 94th Place S. Encampment Cleanup
	$2.5 M

	· Vaccine Mandate Litigation
	$2.8 M

	· Post-Overdose Subacute Stabilization center & Client Engagement Team
	$2.2 M


COVID 10 would appropriate all unspent CLFR revenue except for $900,000 which remains unallocated in the General Fund’s COVID Response Reserve.

BACKGROUND

2020 CARES Act and CRRSAA – COVID 1 through 6.  The first six COVID supplemental appropriation ordinances (COVID 1 through 6)[footnoteRef:2] supported the county’s response to the COVID-19 pandemic. This included the county’s public health response to the pandemic including vaccination efforts, Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites, contact tracing, testing and care coordination. It also supported various grant programs to provide support to community organizations and cities, economic recovery efforts including grants to small businesses, arts and culture organizations, and individuals in need of housing, food, and health assistance. [2:  Ordinances 19066 (COVID 1), 19103 (COVID 2), 19120 (COVID 3), 19157 (COVID 4), 19191 (COVID 5), 19265 (COVID 6).] 


[bookmark: _Hlk68690321]The appropriations were primarily funded by various federal Coronavirus Aid, Relief, and Economic Security Act of 2020 (CARES Act)[footnoteRef:3] grants such as the Federal Emergency Management Agency (FEMA) disaster relief funding and the Treasury Department's Coronavirus Relief Fund (CRF), which provided a direct allocation to the county of $263 million. The appropriations were also funded by the federal Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA) included in the 2021 Consolidated Appropriations Act that supplemented the CARES Act by providing approximately $900 billion in additional federal aid.[footnoteRef:4] Notable for the county, the CRSSAA provided the county $45 million of Department of Treasury grants to support emergency rental assistance and it also extended the deadline to spend the CARES Act’s CRF moneys to December 31, 2021. COVID 1 through 6 also included appropriations that were supported by other county revenue sources for those expenditures that were not eligible for CARES Act revenue. [3:  H.R. 748 – 116th Congress. ]  [4:  H.R. 133 – 116th Congress.] 


COVID-19 Priorities.   On February 9, 2021, the council adopted Motion 15816, which set the county's priorities for allocation of federal and state COVID-19 relief moneys available in 2021. The motion requested the executive to make proposals allocating COVID-19 relief moneys based on the following priorities:
· County’s public health response to the pandemic including vaccination efforts,
· Use a principled approach based on equity and social justice values and in promoting antiracist outcomes in allocating the relief moneys,
· Narrow range of services to ensure that limited relief moneys have the most-effective recovery impact and avoid duplication of services,
· Alleviate administrative burdens for organizations in applying for and receiving relief moneys, and
· Provide direct emergency response for the following services: food security and access; housing stability and homelessness; childcare and workforce support; economic recovery; mental health, behavioral health, substance use disorder, safety and security; and the judicial system.

American Rescue Plan Act of 2021.  On March 11, 2021, the federal American Rescue Plan Act of 2021[footnoteRef:5] (ARPA), which appropriated $1.9 trillion to mitigate the impacts of the COVID-19 pandemic, became law. Along with stimulus payments to individuals, expansion of unemployment benefits, and public health measures, the bill also included direct allocations to counties through the Department of Treasury’s Coronavirus Local Fiscal Recovery Fund (CLFR). The county’s CLFR allocation was $437 million. ARPA requires CLFR revenue to be used for the following purposes and be expended by December 31, 2024: [5:  H.R. 1319 – 117th Congress.] 

A. Respond to the public health emergency with respect to COVID–19 or its negative economic impacts, including assistance to households, small businesses, and nonprofits, or aid to impacted industries such as tourism, travel, and hospitality,
B. Respond to workers performing essential work during the COVID–19 public health emergency by providing premium pay to eligible workers of the county that are performing such essential work, or by providing grants to eligible employers that have eligible workers who perform essential work,
C. For the provision of government services to the extent of the reduction in revenue of such county due to the COVID–19 public health emergency relative to revenues collected in the most recent full fiscal year of the county prior to the emergency, or
D. Make necessary investments in water, sewer, or broadband infrastructure.

COVID 7 through 9.  The seventh, eighth, and ninth COVID supplemental appropriation ordinances (COVID 7 through 9) appropriated $483 million of the $437 million ARPA CLFR revenue available to the county. The total appropriation included more than the available CLFR revenue in anticipation of underspending and availability of alternative revenue source such as Federal Emergency Management Agency (FEMA) grants.

The appropriations supported the county’s public health response to the pandemic including vaccination efforts, Isolation/Quarantine, Assessment and Recovery, and Shelter De-Intensification sites, contact tracing, testing and care coordination. It also supported various grant programs to provide support to community organizations, economic recovery efforts including grants to small businesses, arts and culture organizations, and individuals in need of housing, food, and health assistance. Lastly, the appropriations supported the county’s law and justice agencies to address the operational challenges and backlogs in the legal system that was exacerbated due to the pandemic.

The appropriations in COVID 7 through 9 were also supported by other revenue sources such as the General Fund, Washington state Department of Commerce Rent Assistance Grants, Washington state Department of Health Vaccination Contract, and FEMA grants.

2023-2024 Biennial Budget.  Of the total $483 million appropriated through COVID 7 through 9 in the 2021-2022 Biennial Budget, the actual spending of CLFR revenue in the 2021-2022 biennium was $238 million. The actual spending was lower due to underspending of some COVID programs and the availability of alternative revenue sources, mainly FEMA grants. As discussed above, this was anticipated by both the executive and council when COVID 7 through 9 appropriated more than the available CLFR revenue. The 2023-2024 Biennial Budget reallocated and reappropriated $199 million of the remaining CLFR revenue to existing COVID programs and new COVID programs. 

Of note, in the 2023-2024 Biennial Budget, the council appropriated $15 million of CLFR revenue to support the following:
· $5 million for behavioral health and economic recovery in communities with a high risk of displacement;
· $5 million for contract inflation to support retention and recruitment of human service workers; and
· $5 million to respond to the homelessness crisis.[footnoteRef:6] [6:  Ordinance 19546 Section 107 Expenditure Restriction ER3.] 



ANALYSIS

COVID 10.  The proposed appropriations ordinance (COVID 10) would appropriate $29.7 million for operating expenditures and $8.4 million for capital expenditures. All of the proposed appropriations would be revenue-backed by underspent CLFR revenue or FEMA grants. Most of COVID 10 would disappropriate underspent CLFR revenue and reallocate those revenues to support increases to existing COVID programs and support new COVID programs. The following table highlights new programs and some existing programs that would receive additional CLFR revenue support thorough COVID 10:

	No.
	
	Description
	
	Amount

	1
	
	PSB[footnoteRef:7]: The Early Learning Infrastructure Capital Pool would support grants to early learning organizations for capital improvement projects such as expanding the number of classrooms at existing facilities or building new facilities.  [7:  Office of Performance, Strategy and Budget.] 


Executive staff state that existing funding to support early learning organizations such as the Puget Sound Taxpayer Accountability Account (PSTAA), Best Starts for Kids (BSK), and the $7 million of CLFR revenue allocated to subsidize childcare and early learning for low to moderate income families, are not sufficient to meet the needs of families in the county.

Executive staff also state that many high need areas in the county, including South Seattle and South King County are childcare deserts where early learning opportunities are scarce relative to the number of families with young children. The grants would prioritize projects that provide culturally competent early learning facilities which were identified through the Gathering Collaborative’s[footnoteRef:8] request for proposals which totaled more than $80 million in requests. [8:  Launched in March 2022, the Gathering Collaborative is a group of community members who are involved to uplift Black and Indigenous people and their communities – those who are most directly harmed by racism. The members largely reflect these communities and have lived experience in these communities that they serve, with Executive Dow Constantine, Abigail Echo-Hawk and Dr. Ben Danielson, serving as co-chairs. The Gathering Collaborative is an iterative co-creation effort between King County government and the community. The Gathering Collaborative community members will collaborate with the county to equitably distribute $25.6 million of CLFR revenue that starts to undo the harms of racism compounded by the pandemic, influence the county’s budget cycle and process, and establish a longer-term, multi-generational vision for the county to become an anti-racist government. [LINK]] 


	
	$1.3 M

	2
	
	Roads Services Division: The Green River Road and 94th Place S. Encampment Cleanup project in unincorporated King County area near the cities of Auburn and Kent, would support comprehensive cleaning of accumulating debris, restoring the road shoulder and drainage systems, installing fencing, replacing signage, and code enforcement. The Road Services Division began clearing more than 50 tons of debris from this area since July 2022.

There were an estimated 30 encampments and up to 100 homeless people living in the wooded areas along Green River Road.[footnoteRef:9] [9:  “Cleanup of Green River homeless encampment will be Wednesday, July 13”, July 12, 2022. ilovekent.net. [LINK]] 


Of note, Proposed Motion 2022-0260, which lapsed in February 2023, requested the executive to develop an interagency taskforce to develop a plan to create a pilot project for homeless encampment clean-up practices in the rural unincorporated area. The proposed motion requested the executive to focus a pilot project at the Green River Road and 94th Place S. encampment site.
	
	$2.5 M

	3
	
	FMD[footnoteRef:10]:  COVID 10 would appropriate $6.2 million to support operations, maintenance, and lease costs for the Renton Red Lion[footnoteRef:11] deintensification site. Executive staff state that the lease is still active and the site continues to be used as a deintensification site. [10:  Department of Executive Services – Facilities Management Division.]  [11:  25100 74th Ave S, Kent, WA 98032 [Google Map LINK]] 


As of May 2023, the total expenditure to-date is $12.5 million. Of the $6.2 million proposed in COVID 10, $4.8 million would be supported by CLFR revenue and the remainder supported by FEMA grants. Council staff analysis is ongoing on this item.

	
	$4.8 M

	4
	
	FMD:  COVID 10 would support increased costs to Future of Work improvements to support workspace consolidation due to implementation of telecommuting policies. Executive staff state that the proposed appropriation would support cost increases, especially related to IT equipment, tenant improvements, and maintenance costs. The additional appropriation would increase the project’s total appropriation to $9.2 million.

	
	$2.0 M

	5
	
	ORM[footnoteRef:12]:  COVID 10 would support additional costs related to increase in litigation due to the county’s vaccine mandate from terminated employees that have filed lawsuits against the county. Executive staff state that there were 246 involuntary separations due to the mandate.  [12:  Department of Executive Services – Office of Risk Management.] 


The appropriation would support the hiring of outside counsel with more expertise in employment litigation. Executive staff state that any new hires to support this work by the Prosecuting Attorney Office would require extensive training and supervision.

Of note, Proposed Motion 2023-0094, requesting the executive to provide a priority pathway for job applicants previously employed by the county but who were separated or resigned due to noncompliance with the county's COVID-19 vaccination mandate, was introduced and referred on February 21, 2023. The staff report for the proposed motion notes that the Department of Human Resources stated that there were 281 involuntary separations due to the mandate. Council analysis is ongoing on this item.

	
	$2.8 M

	6
	
	DCHS[footnoteRef:13]: COVID 10 would support additional appropriations to support the lease and operations costs for the Salvation Army’s Lighthouse homeless shelter in Seattle’s SODO neighborhood. The additional appropriation would increase this project’s total to $9.7 million. Council staff analysis is ongoing on this item. [13:  Department of Community and Human Services.] 


	
	$3.5 M

	7
	
	DCHS: COVID 10 would support the Downtown Emergency Service Center (DESC)’s Post-Overdose Subacute Stabilization Center and Client Engagement Team. 

Of note, this new program is not related to any proposed appropriation in COVID 10. Council staff was able to identify the new program through documentation monitoring CLFR spending provided by the executive office. Council staff analysis is ongoing on this item.

	
	$2.2 M

	
	
	TOTAL CLFR ALLOCATION:
	
	$19.1 M




Sobering Center ($5.7 million disappropriation).  COVID 7 appropriated $3.8 million of CLFR revenue to support the establishment of a future site for a county Sobering Center. COVID 10 would disappropriate this allocation. The county has been seeking a permanent location for its Sobering Center since the Dutch Shisler Sobering Support Center located in South Lake Union closed in 2019.[footnoteRef:14] In the interim, the county has provided Sobering Center services in the Recovery Café in the City of Seattle’s SODO neighborhood. However, the Recovery Café closed during the pandemic. [14:  The Dutch Shisler Sobering Support Center located in South Lake Union operated for more than 20 years. In 2019, the building was sold and as a condition of the property sale, the new building owner, Community Psychiatric Clinic (CPC), was required to purchase and provide a new location for the Sobering Center. CPC purchased a new building in Georgetown to house the Sobering Center. However, the Sobering Center was never relocated to Georgetown due to community feedback.  However, the sobering center service continued in temporary enhanced shelter locations in Pioneer Square and SODO. It should be noted that the sale proceeds from the sale of the South Lake Union Sobering Center property were earmarked to be used to support a new sobering center site. Instead, the sale proceeds were used in 2020 to temporarily sustain permanent supportive housing operations and services.  These expenditures were budgeted to be funded by MIDD, but due to reductions in MIDD sales tax revenues due to the pandemic, the sale proceeds were used instead. The $3.8 million proposed in COVID 7 would replenish the sale proceeds.] 


According to a DCHS blog post, the county’s Yesler Building was established as a temporary home for the Sobering Support Shelter beginning January 7, 2022. The county is in the process of finalizing a longer-term location for the Sobering Center. Council staff analysis is ongoing to understand the funding source that would support the future Sobering Center facility.

The 2023-2024 Biennial Budget also included $1.9 million of CLFR revenue to support the Temporary Leased Sobering Center Operations project. COVID 10 would also disappropriate this allocation. Council staff analysis is ongoing on this item.

Legal System Backlog.  To date, $54.6 million of CLFR revenue has been appropriated to various law and justice county agencies to support the operational challenges and backlogs in the legal system that was exacerbated due to the pandemic. During the 2021-2022 Biennium, those county agencies spent $32.3 million, leaving a balance of $22.3 million for the 2023-2024 biennium. As of March 31, 2023, the actual spending to-date for the 2023-2024 biennium was $3.9 million (12% of the remaining balance).

On May 12, 2023, as required by a 2023-2024 Biennial Budget proviso,[footnoteRef:15] the executive transmitted the first of two reports on addressing the criminal case backlog that resulted from the COVID-19 pandemic and progress on addressing new eviction cases after the state moratorium is lifted.[footnoteRef:16] The report notes the Department of Judicial Administration, Superior Court, and the Prosecuting Attorney’s Office’s proposal to the executive for a request of an additional $12.3 million of underspent CLFR revenue in COVID 10 to support the legal system backlog. [15:  Ordinance 19546, Section 17, Proviso P4.]  [16:  Proposed Motion 2023-0200.] 


COVID 10 does not include any additional allocation to law and justice county agencies to address the legal system backlogs. Council staff analysis is ongoing on this item.

General Fund Revenue Replacement.  One of the CLFR eligible expenditures allowed by ARPA was to support county services that could not be supported due to “lost revenue” due to the COVID-19 pandemic. The county decided to leverage this ARPA provision to support General Fund lost revenue. ARPA provided guidelines to calculate this “lost revenue” and it was determined that the county’s General Fund “lost revenue” was $80.8 million. As a result, of the total $437 million CFLR revenue received by the county, $80.8 million would support General Fund expenditures.

Given that there is more flexibility on the use of the General Fund, the county decided to use the $80.8 million to support COVID programs that were originally appropriated in COVID 7 through 9 but did not meet CLFR eligibility or were deemed high-risk of ineligibility for CLFR usage. For example, the $3.2 million to support the Unmet Needs Councilmanic Grant program were supported by the General Fund revenue replacement approach.

Executive staff state the Revenue Replacement allocation decreased from $80.8 million to $66.3 million due to use of alternative revenue sources.

COVID-19 Response Reserve.  The COVID-19 Response Reserve within the General Fund was established by the executive to set aside moneys for future needs for the COVID-19 pandemic response that may not be covered by federal and state funding. The reserve was supported by the CARES Act CRF revenue and the General Fund Revenue Replacement portion of the CLFR revenue. Executive staff state the COVID Response Reserve has a current balance of $900,000 of CLFR revenue which has not been designated to any programs.

Of note, in the recently adopted 2023 1st Omnibus supplemental appropriations ordinance, the council included a $90,000 appropriation supported by CLFR revenue for Sound Generations to administer the East African community dining program.[footnoteRef:17] Executive staff state that this appropriation was not accounted for in COVID 10. Given that COVID 10 would fully allocate all unspent CLFR revenue, executive staff state that this appropriation would either be supported by the $900,000 remaining in the COVID Response Reserve or from underspending of CLFR revenue that will be realized later in the biennium. [17:  Ordinance 19633 Section 32 ER17.] 


CLFR Revenue Underspend.  As discussed above, CLFR revenue must be spent by December 31, 2024 as per ARPA guidelines.  Executive staff state that current forecasts do not predict any underspending, as the proposed appropriations are already insufficient to fully fund all needs. However, if significant underspending is identified later in the biennium, then proposals may be included in the 3rd Omnibus. If underspending is not realized until late in the biennium, then the unspent CLFR revenue would be applied to existing eligible costs and/or used as General fund revenue replacement as the county has only utilized $66 million of the $80.8 million allowable for revenue replacement.

No Recission[footnoteRef:18] of CLFR from Debt Limit Bill.  The Fiscal Responsibility Act of 2023[footnoteRef:19], federal law that pertained to extending the country’s debt limit did not include any recission (or “claw back”) of CLFR revenue. The bill does include recission of ARPA moneys that have not been “obligated” by multiple federal agencies.[footnoteRef:20] Since the Department of Treasury has already sent all CLFR moneys to local governments, those moneys would have already been “obligated.” [18:  Rescinding (or clawing back) moneys that have already been appropriated.]  [19:  H.R. 3746.]  [20:  List of recissions included in the Fiscal Responsibility Act of 2023: https://apps.npr.org/documents/document.html?id=23829840-budget-agreement-rescissions-su. ] 


TIMING

The BFM Committee Chair is currently working through a schedule for COVID 10 which will be distributed to committee members separately. The schedule should take into account K.C.C. Section 1.24.155.C (Rule 16) which outlines council deadlines regarding legislation amendments. Executive staff did not make any request for council to take action on COVID 10 by a certain date.

INVITED

· Kapena Pflum, Interim Deputy Budget Director, Office of Performance, Strategy and Budget


ATTACHMENTS

1. Proposed Ordinance 2023-0210 (including Attachment A)
2. Transmittal Letter
3. Financial Plans for Youth and Amateur Sports Fund and Community Services Operating Fund
4. 10th COVID-19 Supplemental Crosswalk for Operating and Capital Appropriations
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