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STAFF REPORT

	SUBJECT


An ORDINANCE changing the designation of four funds from Tier 2 funds to Tier 1 funds. 
	BACKGROUND


The County Council has the responsibility of creating the various funds necessary for the operation and accounting for county government. When these funds are created they are classified into either Tier 1 or Tier 2 funds. There is only one major difference between these designations. Tier 1 funds are allowed to invest idle cash balances and keep the interest earned within the fund. Tier 2 funds are also allowed to invest idle balances, however, any interest accrued is transferred to the county’s general fund. 
This ordinance would change the designation of four funds from Tier 2 funds to Tier 1 funds. 

	ANALYSIS


The four funds covered by this ordinance have historically been categorized as Tier 2 funds. The projected 2009 interest earned by these funds is approximately $1.3 million. That funding would accrue to the general fund. However, the Washington State Auditor has recently issued direction to local governments on the treatment of the interest earned by these funds. Under that guidance, the following funds would need to be re-categorized as Tier 1 funds. 
Veterans’ Relief Fund

Under state law (RCW 73.08), counties are responsible to provide relief services for needy veterans with a dedicated portion of the property tax.  Historically the program has provided financial aid and emergency assistance for rent, food, utilities, medical needs and burial for indigent veterans.  The King County Veterans’ Program has historically been financed at the required, minimum dedicated property tax levy rate of $0.01125 cents per $1,000 assessed property value.  This rate, as adjusted by the limits of Initiative 747, currently provides about $2.5 million per year.  This is a different source of funds than the veterans and human services levy which was a levy lid-lift approved by voters. 

Real Estate Excise Tax (REET) Capital Fund
King County collects an excise tax on all real estate transactions involving property located in unincorporated King County. The tax is broken into two parts known as REET 1 and REET2 and the effective rate of the tax is equal to one half of one percent of the purchase price of the property. There are two REET funds because of the differing allowable uses of REET revenue. REET 1 revenues can only be used to meet the capital needs of unincorporated King County. This fund has historically been primarily used for capital acquisition purposes. REET 2, however, can only be used for planning, repair and construction and cannot be used for acquisition. 
Limited General Obligation (GO) Bond Redemption Fund

This fund serves as a holding account for repayment of debt associated with the issuance of the County’s Limited Tax General Obligation Bonds (LTGO). These are bonds backed by the full-faith and credit of the County. The repayment of these bonds is tied to the taxing authority of the County without a vote of the people. These bonds are typically issued for general government related capital improvement projects (CIP). 

Stadium General Obligation (GO) Bond Redemption Fund

This fund is a holding fund for repayment of bonds issued to finance the construction of Safeco Field. This fund serves the purpose of accounting for these annual debt service payments. 
Impact on the County’s General Fund
Currently the interest earned by the excess balances in these funds accrues to the County’s general fund. If this ordinance is passed and their designation is changed to a Tier 1 fund, this interest will then remain with the fund. In preparing the Executive’s 2009 budget, the budget office assumed this loss of revenue. The total loss in interest earnings is currently projected to total approximately $667,000 in 2009. 
	REASONABLENESS


Adoption of this ordinance, while it will create a loss of $667,000 to the General Fund, is essentially a ministerial action related to the advisory issued by the State Auditor. As such, adoption of this ordinance constitutes a reasonable business decision. 
	INVITED


Bob Cowan, Director, Office of Management and Budget

Ken Guy, Director, Finance and Business Operations Division
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1. Proposed Ordinance 2008-0637

2. Transmittal Letter dated November 24, 2008

3. Fiscal Note
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