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King County




Metropolitan King County Council

Budget and Fiscal Management Committee


REVISED STAFF REPORT

As reported out of the Budget and Fiscal Management Committee

Proposed Substitute Ordinance 2013-0258.2 passed out of committee with no recommendation.  The legislation was amended as shown on pages 7-10 of this staff report.  

	Agenda Item No:
	
	Name:
	Polly St. John, Erik Sund, Jay Parales, Mark Melroy, Mike Reed

	Proposed Ordinance No.:
	2013-0258
	Date:
	July 2, 2013


SUBJECT:  
Proposed Ordinance 2013-0258 would make net supplemental appropriations of $10.6 million to various General Fund agencies and $103.8 million to various non-General Fund agencies.  
SUMMARY:

This is the second hearing for Proposed Ordinance 2013-0258.  The proposal – referred to as the first omnibus supplemental – makes changes to the Adopted 2013 annual budget and the 2013-2014 biennial budget, which has been revised through the supplemental budget process.    This report will address only follow-up items and amendments for consideration.
BACKGROUND:

The county’s current 2013 budget – including previously adopted requests and this proposal – is summarized in Table 1.  
Table 1.  Executive Proposed Changes to the 2013 Budget

	Funds
	2013 Adjusted Budget*
	Proposed

Changes
	Total Adjusted Budget Proposed

	Annual - General Fund
	 $    687,674,881
	$ 10,588,203
	$    698,263,084

	Annual - Non-General Fund
	$    470,385,352
	$   2,083,068
	$    472,468,420

	Annual - Capital Improvement Programs
	$      56,551,352
	$   6,109,512
	$      62,660,864

	Biennial Operating
	$ 4,950,582,449
	$ 91,247,871
	$ 5,041,830,320

	Biennial Capital Improvement Programs*
	$ 1,167,789,210 
	$   4,341,686
	$ 1,172,130,896

	Total
	$ 7,332,983,244
	$114,370,340
	$ 7,447,353,584

	*2013 Adopted Budget adjusted to reflect Council approved 2013 supplemental appropriations


Table 2 below categorizes the supplemental requests based on whether they are:

· Technical corrections, 

· Reappropriations or carryovers, 

· Operating supplemental requests, or 

· Capital supplemental requests. 

Table 2.  Proposed Changes by Change Category

	Change Category
	Amount

	Technical Correction
	$   12,477,415

	Re-appropriation/Carryover from 2012
	$   79,455,795

	Operating Supplementals
	$   11,985,932 

	Capital Supplementals
	$   10,451,198

	Total
	$ 114,370,340


As shown above, technical corrections account for $12.5 million of the total request and carryovers account for $79.5 million.  Council staff has reviewed these proposals and have not identified any issues.  

ANALYSIS:
Today's staff report will cover only follow-up items from the committee's June 18th review of the proposal.  

Winter Shelter:  A proposal for changes in the Winter Shelter spans several appropriation units, so it is being highlighted here to avoid repetition throughout the report.  The Executive is proposing that Shelter operations increase hours from 8 hours to 9.5 hours, to expand from 50 to 100 beds, and to be effective from November 2012 through June 15, 2013.  The shelter was originally intended to operate from November 2012 through April 2013.  Services are provided through a contract with the Salvation Army.  FMD is also responsible for HVAC in the building, security, and custodial duties.  

Due to the expansion of operations, the Executive is proposing additional funding for staff and facility costs.  Approximately $23,000 is from the City of Seattle.  The appropriation authority is included in four budgets to reflect double budgeting and pass through funding: 

· $63,910 – Human Services GF Transfers

· $110,959 – General Government GF Transfers
· $87,395 – Children and Family Services
· $91,369 – Facilities Management Internal Service
Update:  Staff was asked to work with PSB to determine the costs of expanding the shelter operations through September 15 and October 31, which would reflect the funding needed for year round operations.  The table below shows the different appropriations for each scenario.  Of note, the program will receive partial reimbursement from the City of Seattle for the first two scenarios.  Seattle revenues are not assumed in the October 31 scenario because the city has not yet committed to running the program beyond September 15.  
Table 3.  Winter Shelter Expansion Scenarios  (beyond April 2013)  
	Appropriation Unit
	June 15
	September 15
	October 31

	Human Services GF Transfer
	$   63,910
	$    85,162
	$  102,872

	General Government GF Transfer
	110,959
	185,288
	247,229

	GF Revenues for the shelter
	174,869
	270,450
	350,101

	Children & Family Services
	87,395
	122,815
	140,525

	Facilities Management
	91,369
	215,251
	277,192

	Total cost of operations expansion
	$  178,764
	$  338,066
	$  417,717


GENERAL FUND
$10,588,203
The total increase proposed in General Fund expenditures is $10,588,203 million, of which $1,562,110 million is revenue-backed.  The net General Fund supplemental is $2,440,791.
Sheriff Office Succession Planning – $174,205

The proposal would increase the Sheriff Office Succession Planning budget to include the salary, benefits, and other costs necessary for a full year.  The 2013 budget included $462,000 for ten months.   In order to maintain the 6.00 FTEs budget for the training academy, the Executive is proposing an additional $174,205.  The original cost per month to continue this program was $46,200; this proposal would increase the monthly cost by $6,817 to a total of $53,017.  
Update:  According to the Sheriff, annualizing the funds in Succession Planning is necessary to maintain the current level of trainees/cadets in the pipeline.  The pipeline includes 6 months at the academy and 4 months of training at KCSO before leaving the Succession Planning unit.  The Sheriff’s Office expects 30 people to retire or leave service in 2013 and 30 in 2014.  To fill these expected vacancies, the Sheriff’s Office uses the 6.00 FTE in Succession Planning, in addition to funding cadets through the vacated patrol positions.  When a position funded through Succession Planning leaves the training program, they shift to fill a vacated Patrol slot while the cadet filling that slot shifts to the Succession Planning funding.  Because the academy accepts cadets every month, there is consistent turnover in Succession Planning.  The Sheriff believes that only 10 months of funding would disrupt the flow of training cadets to fill the vacancies. 
Prosecuting Attorney – $643,001 and
2.0 FTEs
   
   $643,001 Revenue-Backed
There are two increases in the PAO budget with the first being $486,207 for a technical change.  
$156,794 and 2.00 FTEs were proposed to support a Senior Deputy Prosecutor I and a Deputy Prosecutor V, to provide in-house legal services for the DNRP Duwamish River Watershed Cleanup Project.  
Update:  The cleanup of the Lower Duwamish Waterway will require considerable attorney resources over the course of at least the next several years.  Currently, the increased workload and the complexity of the issues has resulted in the use of outside counsel on this project.  In-house legal services from the PAO can be provided at a lower cost than use of outside counsel.  The PAO has a senior attorney with specific expertise in this subject matter who has been identified for the project.  As a result, this proposal would substitute in-house legal services for outside counsel legal services.  The Prosecutor believes that the work can be done without sacrificing quality, saving the County money over the course of this long-term legal project.  
Superior Court – $691,044
$285,000 Revenue-Backed

Increases in the Superior Court budget include $285,000 of expenditure authority for one-time projects to be selected by the Court and backed by state Trial Court Improvement Act (TCIA) grant funds.  Additionally, the Court has requested the reappropriation of $406,044 from 2011 and 2012 of unspent TCIA grant fund balance.  Those funds are designated for various projects and equipment.  
Update:  Council staff asked for more specificity from the Superior Court on this request.  The Superior Court has provided this detailed list of expected expenditures from the TCIA reappropriation in Attachment 7.  According to the Court, work on those projects is currently underway with the majority of them expected to be completed by the end of 2013.  This reappropriation is more of a technical necessity to carry over to 2013 what had already been approved in prior years.  The new 2013 project funds of $285,000 will most likely not be fully expended in 2013 and work will be finalized in 2014.
District Court – $1,152,779
   $285,000 Revenue-Backed

Changes include $285,000 of additional expenditure authority for projects to be selected by the Court and backed by state TCIA grant funds and a reappropriation request for TCIA funds from 2010-2012 totaling $867,779.  The list of projects supported by these funds will be determined after the Court hires a permanent Technology Director and completes their IT Strategic Plan later this year.  
Update:  After discussion with the District Court, it is understood that the hiring of a Technology Director and completion of the IT Strategic Plan should occur this summer.  From there, a spending plan will be implemented and project work will begin in 2013, but project funds will most likely not be fully expended in 2013 and that the work will be implemented in 2014. 
Human Services General Fund Transfers – $50,000

Children and Family Services – $50,000


The proposed ordinance contains a Human Services General Fund transfer to Children and Family Services for a capital facility upgrade at Casa Latina.  
Update:  This double budgeted item is for to help complete the new headquarters for Casa Latina located at Jackson and 17th.  The proposed funding is a partial amount to assist with fixtures for a kitchen upgrade.  According to Casa Latina, completion of the capital campaign will allow the organization greater capacity to serve their constituents.  This request would increase total county support for Casa Latina capital construction to $300,000.  ($50,000 was appropriated in 2008 and $200,000 in 2011.)  
ANNUAL CAPITAL FUND
$6,109,512
Park Capital – Fund 3581 - $408,030

Project 1121155, Eastside Rail Corridor (ERC)
The $408,030 request assumes the shift of $206,000 from Fund 3160 discussed above to this newly created master project used for tracking total ERC planning and initial major clean-up costs.  In addition, the project assumes revenues of $202,030 from the City of Bellevue as part of a settlement.  The Bellevue funding reflects a possession payment for a condemnation action on the Eastside Rail Corridor that is to be spent on legal counsel and major maintenance for the trail.  
The county has received the funding anticipated from the City of Bellevue for a new street crossing of the Eastside Rail Corridor.  The funding is being held in an administrative unappropriated fund managed by Central Finance until all court proceedings are finalized.  
Update:  An expenditure restricition is included in the striking amendment to restrict expenditure of the portion of the appropriation to be supported by the City of Bellevue until legal action is finalized and revenues are transferred to the fund.
ITS Capital – Fund 3781 - $806,017

Project 1047603, KCIT ITS Equipment Replacement

The Executive is proposing to use fund balance for various enterprise IT equipment replacement projects.  The proposal anticipates that $500,000 will be directed for network equipment and that $306,000 will be for servers/storage equipment.  PSB has provided a list of proposed equipment upgrades.  
Update:  The IT equipment replacement plan was initially developed based on list of equipment, purchased amount, and end of life.  The plan is periodically modified and adjusted as needed based on technology needs.  Most of the hardware has a 5 to 7 year life span; however the factors may require the replacement of equipment prior to the end of life date.  The network equipment or KCWAN (King County Wide Area Network) supports county business applications, social media/eGovernment, emails, WiFi, collaboration tools (sharepoint) and all underlying platforms such as servers and data center hosting.  Actual equipment replacement follows the guidance of the Strategic Technology Plan.  Often, rapid changes in technology – in alignment with strategic plan – may require the replacement of equipment prior to the end of life date.  An example is the firewall project to continue to protect King County users and data from unauthorized access.  No issues remain with this request.  
Fund 3791, Expenditure Restriction

Project 1039589, HMC/ME 2000 Projects, Harborview Hall/East Clinic Demolition
The Executive is proposing an expenditure restriction that reads as follows:

Of the previously appropriated budget carried over into 2013 for CIP project 1039589, Harborview Hall/East Clinic Demolition, an amount not to exceed $1,684,604 will be expended for the costs associated with the development of a guaranteed maximum price for the Harborview Hall adaptive re-use alternative to demolition.
This project has been appropriated $7.2 million.  Of that amount, $2.55 million has been expended to date, leaving approximately $4.65 million in expenditure authority.  The proposed expenditure restriction would provide that $1.7 million would be used to explore costs associated with the development of a guaranteed maximum price for the Harborview Hall adaptive re-use alternative to demolition.  Estimated use of the funding would include:

1. $1,133,000 for developer costs, including pre-development Phase 2 costs of $953,000 and $180,000 for Open Space master plan;

2. $86,530 for construction related costs, including $45,000 for local grading/land use permits and six months of on-going mothball costs of $41,350;

3. $153,156 for contingency; and

4. $312,098 for county labor and overhead costs.

A scope change request letter accompanies this budget request and is attached to the staff report as Attachment 1.  The reasons for the scope change request is that the original budget appropriation cited by the Executive was originally envisioned to accomplish a different purpose than the activities now under consideration.  
Update:  An extensive analysis of the Harborview scope change and the proposed expenditure restriction is included in this report as Attachment 1.
BIENNIAL OPERATING FUNDS
$91,247,871
The total increase proposed in biennial operating expenditures is $91 million, of which $69,653,453 is reappropriations in 2013 of expenditure authority that lapsed in 2012.  The request also includes $12,477,415 for technical corrections.  The remaining $9,117,003 consists of new requests for funding.  
Solid Waste – $2,094,755

This request includes reappropriations of unexpended funds in the amount of $836,407 for ongoing grants and service contracts, plus new appropriations of $1,258,348 for the cost of provided improved recycling services.  Specifically, the proposed expenditures include:

· Reappropriation of $147,796 of unexpended funds for contracts with cities receiving grants for a variety of waste reduction projects under the Waste Reduction and Recycling Grant program.

· Reappropriation of $125,000 of unexpended funds for ongoing contracts with grant recipients under the Green Building Grants program.

· Reappropriation of $563,611 for a variety of consultant contracts for work on recycling, web site development and maintenance, and other projects.
· $602,648 in 2013 and $655,700 in 2014 of expenditure authority built into the solid waste disposal fee rates but omitted from the SWD budget for recycling services enhancement, including special recycling collection events and rural transfer station collection services for yard waste, appliance, and other recyclables.  Staff analysis of this request is continuing.
Update: The $1,258,348 requested for recycling services was omitted from the 2013-2014 budget for the Solid Waste Division as a result of an error that occurred while restructuring the budget and loading it into the new Hyperion budget system.  The requested expenditure authority is already backed by transfer station fee revenues, as the cost of the recycling services was built into the solid waste disposal rates adopted in November of 2012 under Ordinance 17475.  If these expenditures are authorized, SWD’s revised financial plan shows an estimated unrestricted ending fund balance for 2014 of approximately $4.1 million, which is about 3.7% of that year’s estimated expenditures from the SWD fund.
STRIKING AND TITLE AMENDMENTS
The following changes have been included in the Chair's striking and title amendments:
1. PSB Proviso:  The Office of Performance, Strategy and Budget appropriation unit includes a proviso that the Executive transmit a work plan for an update of the King County Strategic Plan (KCSP) to establish long term operational planning and prioritization policy.  The due date is requested to change from April 30, 2013 to August 1, 2013.  No issues have been identified with the request because it will reflect work being done by the Performance Management Action Team (PMAT).  
2. DPD revenue-backed contracts:  The Executive has requested that $3.7 million be added to the request for two revenue backed contracts for public defense services.  (It is anticipated that the services will be approximately $3.8 million in 2014.)  The table below shows the anticipated revenues for the contracts:

Table 4.  Anticipated DPD Contract Revenues

	Contract
	2013
	2014

	City of Seattle Municipal Court
	  $  2,853,631
	$  2,939,239

	WA State OPD - SVP
	874,350
	874,350

	TOTAL
	$  3,727,981
	$  3,813,589


Details for each contract are highlighted below:

A. City of Seattle Municipal Court:  The contacts to provide public defense to the City of Seattle Municipal Court will be assigned to the King County Department of Public Defense for the period July 1, 2013 through June 30, 2014. Providing service under the contract will require 48.5 caseload employees and 2.4 administrative staff.  The requested appropriation is for 2013 only.  The expenditure amount is based on direct and indirect costs.  The FTEs needed for this contract are appropriated in DPD's interim structure supplemental ordinance.  The 2014 amount factors an inflationary rate increase of 3% in costs.  
B. Sexually Violent Predator Civil Commitment:  Washington State Office of Public Defense will contract with DPD for the provision of public defense legal services on Sexually Violent Predator (SVP) Civil Commitment cases for the period July 1, 2013 to June 30, 2014.  This contract will employ ten defense attorneys and 2.50 paraprofessionals.  The interim structure supplemental ordinance has appropriated the FTEs required by this contract.  The revenue amount includes administrative and indirect costs.  The contract agreement total is $1,748,700 and the requested budget covers Jul-Dec 2013.

3. Public Health and Harborview Bond Fund:  The King County Auditor's 2013 budget included two unfunded expenditure restrictions for work plan items approved by the Council.  The restrictions called for audits that would (1) review proposals to reduce energy costs on the Harborview campus and examine prior energy conversion projects, and (2) review the Environmental Health Division's hourly rates and permit fees.  The striking amendment would adjust the amounts for the work in these restrictions to $87,500 each for the Auditor's appropriation.  In addition, the amendment will place corresponding expenditure restrictions in both the Public Health budget and in Harborview Project 1039589 to allow the Auditor to charge for the requested audits.  Essentially, the new restrictions will provide the revenues for the audits.   
4. Transit proviso date change:  The 2013-2014 biennial budget for Transit included a proviso for a report on transit fares.   The due date is currently August 1, 2013; however, the year should be 2014 rather than 2013 to gather sufficient data to make the report.  
5. Water and Land Resources Shared Services proviso date change:  The Executive has requested an extension to the due date for WLRD proviso P2 regarding parcel aggregation from July 1, 2013 to August 22, 2013.  Some legal questions and complications have been identified by the PAO.  The extension of the due date would allow the Executive to resolve these questions prior to finalizing and transmitting the report.
6. Children and Family Services CSO new proviso:  A new proviso asks for an implementation plan in response to a report on the Safe Harbors Homeless Management Information System (HMIS).  The plan would discuss how recommendations would be achieved, alternative management options, timelines, and costs.  The report would be due March 3, 2014.  
7. Parks Capital Fund new expenditure restriction:  As noted in the last staff report, the Parks Capital Fund includes a $408,030 project for Eastside Rail Corridor (ERC) planning and initial major clean-up costs.  $202,030 in revenue is anticipated from the City of Bellevue as part of a possession payment for a condemnation action.  This restriction would not allow expenditure of these revenues until they become available.
8. Spending Plan:  An updated Budget Detail Spending Plan – consistent with the striking amendment – will be attached to satisfy King County Code requirements.  
9. KCIT FTE:  The KCIT request adds technology work for the new Department of Public Defense.  Funding is included for both years of the biennium; however, the request includes 2.00 FTEs in both years.  Only 2.00 are needed rather than the 4.00 requested.  
10. Solid Waste proviso:  Participants in the regional solid waste system have indicated strong interest in a review of the 2006 Solid Waste Transfer and Waste Management Plan, which provides the basis for the upgrade of the regional solid waste transfer station network.  The 2006 Plan, which was approved by the Council after review by an independent third party, called for four new transfer stations—two at the site of existing stations—the closing of three stations, and the retention of three stations.  The Solid Waste Division has indicated support for the Plan review.  The Council, through Ordinance 14971, established the original planning process that resulted in the 2006 Plan, and required the third party review; Council also has an interest in the outcome of the review, through its oversight responsibility for the capital project, through the procurement process which assigns a heightened role to the legislative body in procuring a construction contractor, and through its approval of the Division’s capital budget. 

Staff has prepared a proviso which calls for the required review.  The proviso identifies minimum elements to be considered in the review, establishes a completion date, and requires a report back to Council.  The proviso limits expenditures on the Factoria Recycling and Transfer Station project to $750,000 pending Council acceptance of a report resulting from the study.

11. Winter Shelter:  As discussed in the update section on the winter shelter on page 2, three scenarios were offered for consideration to extend operations.  The striking amendment includes the third option to fund the shelter through October 31, 2013.
12. Vashon Island Rural Service Center:  The striking amendment includes an additional $217,856 for project 1117310, Vashon Island Rural Service Center.  In September 2012, the Council approved $700,007 for tenant improvements, furnishings, equipment and moving costs to develop a county operational center on the island.  Further, in December 2012 the Council passed Ordinance 17494 approving a lease agreement for the center between the county and the Vashon Island Fire and Rescue (VIFR).  (The common space is for the Sheriff’s Office (KCSO), the District Court (KCDC), the Department of Permitting and Environmental Review (DPER), and the Records and Licensing Service (RALS) Division.  In addition, it is anticipated that the Office of Emergency Management (OEM) and the Community Service Area (CSA) programs will also use space for meetings, as needed.)
Subsequent to conceptual design, the architect has identified concealed pre-existing conditions and needs to meet updated code requirements:
a) $95,311 – Relocation of existing bathrooms due to Code requirements: This change came about during completion of the design, driven by a requirement to have two public restrooms, accessible to the public, in the assembly area.  The original estimate contemplated using the existing bathrooms in their current location, however in the final design, once all Code requirements for programming were incorporated, precluded using the existing bathrooms.  Moving the bathrooms includes replacement of the under slab plumbing system including saw cutting and demolition of the floor slab and replacement of same. 

b) $16,121 – Upgrades to the shell of the building due to concealed conditions and Code requirements:  This change includes repairing roofing, removing all exterior drywall on the ceilings and walls, re-insulation of the ceilings and walls to code, and replacement of all drywall.  

c) $5,033 – Re-framing of exterior walls and ceilings:  This is required to accommodate increased insulation values, which are in turn required for the existing shell to be brought up to code. 

d) $48,254 – Added mechanical systems:  This change includes a two zone system instead of one zone, added exhaust fans, and increased fire protection requirements.  These changes comply with codes and better fit the way the building will be utilized.  
e) $53,138 – Utilities:  The original budget estimate excluded the replacement of any utilities, including the overhead electrical service.  The final design solution now calls for a new underground electrical service.  
The lease with VIFR includes no rental costs for the first five years of the twenty year lease, which contributes to the financial viability for the project.  (The County is responsible only for operating costs for these five years.)  
Because of the increase in costs to bring the building up to code, FMD will approach VIFR about extending the rent-free period of the lease.  Since the tenant improvement cost increase is primarily due to building code compliance issues that did not become apparent initially, FMD will seek to mitigate the cost to the County by attempting to negotiate a cost sharing arrangement with VIFR, who will benefit from some of the added requirements.  

REASONABLENESS:
This is the first major update to the adopted 2013 budget and 2013-2014 biennial budget.  The requested changes, and additional changes included in the striking amendment, would constitute a reasonable business decision. 
INVITED:

· Dwight Dively, Director, PSB
ATTACHMENTS:
1. Harborview Hall Analysis – attachments 7A to 7E are available upon request as listed below:
7A. Harborview Hall scope change letter from Executive to Council, dated May 28, 2013
7B. Harborview Hall Predevelopment Due Diligence Report prepared by the Sabey Corporation

7C. Harborview Bond Voter's Pamphlet 

7D. Harborview Hall “Review of Development Feasibility” performed by Kinzer Real Estate Services (draft dated May 6, 2013

7E. Puget Sound Business Journal and entitled “Slowing pulse, Hospital boom comes to an end” dated March 1, 2013
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