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STAFF REPORT
SUBJECT:
Proposed Ordinance 2005-0496 is the “fund closure ordinance,” a housekeeping measure relating to four funds and sub-funds that are proposed to be closed.  
SSUMMARY:

The county’s revenues and expenditures are accounted for in a multitude of funds, each of which receives money from various sources. Most county funds are restricted, meaning that their revenues are legally earmarked for a specific use under county code, state statute or federal law. The county’s General Fund, however, is financed by revenue sources that are not legally earmarked and may be used to fund any county service, including those services provided by other county funds. 

If approved, Proposed Ordinance 2005-0496 would accomplish the following:

1. Close four inactive funds and sub-funds;

2. Transfer residual cash balances to other active funds; and

3. Amend the county code by deleting references to these funds.

Table 1 below shows the funds proposed to be closed, the residual cash balance in each fund and the reason the fund is to be closed. The cash balances shown are estimates. The actual balances may vary due to interest earnings accrued or to arbitrage calculations at the time of transfer.  The amounts transferred will also reflect earnings up to the time of closure.

Table 1: Fund Closure Summary and Residual Fund Balances
	Fund
	Estimated 
Fund Balance
	Reason for Closure

	Criminal Justice Fund 
	$0
	CJ revenues now deposited in the General Fund.

	Arts and Cultural Education Fund 
	127
	Change in state law.

	Park Land Acquisition 1993 Series B Fund
	2,817
	All projects complete.

	Cable Communications Capital Sub Fund 
	244,230
	All projects complete.

	TOTAL:
	$247,174
	


1. Criminal Justice Fund (#1020)








The Criminal Justice (CJ) fund was created in 1991 (Ordinance 10178) to segregate new revenues granted by the Legislature, including dedicated sales tax, shared Motor Vehicle Excise Tax receipts, and state appropriations earmarked for CJ purposes.  The legislation did not require a separate fund but did require that CJ revenues be expended solely for criminal justice purposes and not be used to supplant existing  county CJ funding. Criminal justice purposes are defined as activities that substantially assist the criminal justice system.  To demonstrate compliance with these restrictions, the county chose to create a separate fund.
 In the 2005 Adopted Budget, CJ Fund revenues were moved into a separate account within the General Fund to streamline budgeting and accounting for all CJ agencies (e.g., separate appropriation units such as Sheriff – CJ were eliminated).  CJ revenues and expenditures are now tracked in designated accounts so it can be demonstrated that the CJ funds collected go to support CJ functions and do not supplant other county funding for CJ functions. 

 Now that the accounting for these revenues has been moved entirely to the General Fund, the CJ Fund is no longer needed.  The CJ fund has a current cash balance of $0.

2. 
Arts and Cultural Education Fund (Cultural Education Program Fund)  (#1160) The Arts and Cultural Education fund was created in 1989 to finance art and education programs  by providing one-to-three year grants to King County public schools and/or public school district-initiated projects and programs. Revenues to the fund were derived from a portion of excess proceeds from the hotel-motel tax authorized by the Washington State Legislature for arts and cultural programs. However, in 1991, the Legislature prohibited the use of hotel/motel tax revenues for direct grants to public schools. A residual amount of money ($127) remains in the fund from 1990 and 1991 revenues. This cash balance will be transferred to the Arts and Cultural Development Fund (#1170) which is administered by 4Culture, the county’s cultural development authority, to be used for eligible arts and cultural programs. 
3. 
Park Land Acquisition 1993 Series B (#3402)
The Park Land Acquisition 1993 Series B sub-fund was created administratively in 1993 after the Council approved Ordinance 11121, authorizing a $120 million limited tax general obligation (LTGO) bond package (Series B) to support multiple county capital projects. The ordinance approved $1 million for open space acquisition in the Cedar River basin. The bond proceeds were deposited in the Park Land Acquisition 1993 Series B sub-fund for this purpose. All projects in this fund are completed and have zero appropriation authority.  The remaining cash balance of $2,817 is proposed to be transferred to Fund 3160 Parks, Recreation, and Open Space and is earmarked to pay outstanding arbitrage debt. 

4. 
Cable Communications Capital Sub Fund (#3481)
The county has maintained two capital project funds to account for financial resources used for the I-Net (Institutional Network) project, a fiber optic network which connects public facilities in King County by providing data, voice, and video communications. The Cable Communications Capital sub-fund was created in 1995 by Ordinance 11995 to account for the PEG (Public, Educational and Government) 
 revenue and grant funding from the franchisee. In addition, another capital project fund (Fund No. 3482) was created to separately account for the proceeds of the general obligation bonds that were earmarked for the I-Net project. 
All capital projects associated with I-Net are completed and have zero appropriation authority.  Fund 3482 was closed in 2004 (Ordinance 14976). This ordinance proposes to close Fund 3481 which has a current cash balance of $244,230, primarily from PEG access fees and interest earnings as discussed above. The cash balance is proposed to be transferred to the I-Net Operating Fund (#4531). 
ANALYSIS

The county code contains the following provisions relating to the creation of funds:

1. The Council creates by ordinance all funds for which the Council exercises appropriation authority. A list of funds is included in the code; or

2. The Finance Division may create accounting funds for administrative purposes or to meet legal or accounting requirements. For example, sub-funds may be set up to segregate excess interest earnings on bond proceeds. 
However, the code is silent on the processes for closing funds and transferring cash balances. Because the four funds proposed to be closed were created by ordinance, the Executive is seeking Council authorization via ordinance to close them and transfer their cash balances to other active funds.  

STRIKING AMENDMENT:

The Operations Budget Committee Chair has asked staff to prepare a striking amendment to implement additional changes to the county code consistent with the intent of the ordinance. 
Additionally, in discussions with the Office of Management and Budget, it became apparent that Fund 3401, the Park Land Acquisition 1993 Fund, should also be closed. There is a $26,000 cash balance which consists of interest earnings from LTGO (limited tax general obligation) bonds issued in 1993 for various county capital projects. The ordinance authorizing the bonds earmarked $13 million for park land acquisition. All the projects have been completed and the fund may now be closed. The cash balance will be transferred to Fund 3522, the Open Space Non-Bond Fund. This would provide partial revenue-backing for the $50,000 Nature Consortium grant approved in the 2006 budget. REET 1 was the intended revenue source for the project, but has been determined to be ineligible because the project scope involves restoration and stewardship within Seattle city limits. 
REASONABLENESS:

With the changes in the striking amendment, passage of this ordinance appears to be a reasonable financial and policy decision.

INVITED:

Bob Cowan, Director, Office of Management and Budget

Sid Bender, Budget Analyst, Office of Management and Budget
ATTACHMENTS:


1. Striking Amendment S1 to Proposed Ordinance 2005-0496 with attachments

2. Title Amendment T1 to Proposed Ordinance 2005-0496
3. Proposed Ordinance 2005-0496
4. Transmittal Letter, dated November 10, 2005

� PEG revenue is generated by a $1.00 a month fee collected from each cable subscriber located in unincorporated King County.
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