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SUBJECT:  Substitute Ordinance 2002-0269 implementing a flexible response budgeting policy for the Surface Water Management (SWM) Capital Improvement Program (CIP) and authorizing advance appropriation authority for anticipated grant funds.
COMMITTEE ACTION: On July 23rd, 2002 the Utilities Committee approved Amendment 1 to Proposed Ordinance 2002-0269 and Amendment T1, a Title Amendment to Proposed Ordinance 2002-0269. The Utilities Committee voted to report out Ordinance 2002-0269, as amended, with a “do-pass substitute consent” recommendation.  

BACKGROUND:  

Summary of Ordinance
Flexible budgeting provisions have already been adopted for Roads and Wastewater CIPs.  The intent of these ordinances is to provide a mechanism for mid-year response to unforeseen circumstances (e.g., project delays due to weather, permitting delays, etc.) while retaining a council notification and review roles. The SWM CIP flexible budgeting ordinance is modeled after King County Code (KCC) 4.04.270 Roads CIP Budgeting, and 4.04.280, Wastewater Water CIP budgeting.
The proposed SWM CIP flexible budgeting ordinance would:  

· Allow for SWM CIP funds to be appropriated at the SWM CIP fund level (projects to be funded would still need to be identified in CIP proposal);

· Allow for temporary postponement or acceleration of SWM CIP projects allocated in the current budget year without the need for amendments to appropriations ordinances (e.g., a project that is “ready to go” could be accelerated in place of a project that has been delayed by weather or permitting); 

· Require the submittal of a reallocation report detailing any project postponements or accelerations to the chairs of the Budget and Fiscal Management Committee and Utilities Committee;

· Establish a contingency fund of no more than 10% of current year CIP or $1 million dollars, whichever is less.
· Allow for transfer of contingency funds to project budgets without council action. Transfers of contingency funds that exceed 15% of a project’s total cost are contingent on written approval from the chair of the Budget and Fiscal Management Committee. 

· Authorize advance appropriation authority for anticipated grant funding for projects in the SWM CIP Fund and the Open Space Non-Bond Fund, subject to conditions. 
Rationale for Flexible Budgeting and Advanced Appropriation Authority for Grant Funds

The rationale for adopting a flexible budgeting approach is that SWM CIP projects are inherently subject to the uncertainties of weather and permitting. Many SWM CIP projects are constructed within stream channels, and conditions can change quickly due to flooding and erosion. Requirements for review of projects under the Endangered Species Act have added an additional layer of uncertainty to project scheduling. Adoption of the flexible budgeting provisions in this ordinance would provide the flexibility to delay some projects and accelerate others in response to changing conditions. 

The proposed provision for advance appropriation authority for grants or other external funding for projects reflects WLRD's frequent use of outside funding sources to support habitat protection and restoration projects. The timing of grant funding cycles varies from grant to grant, and often does not coincide with the county’s annual budget development process. As a result, the Division may not have a firm commitment from a grant funding source at the time of budget transmittal. However, WLRD has history of applying for several key funding sources on an annual basis, including State Salmon Recovery Funding Board, Aquatic Lands Enhancement Account, and King Conservation District Watershed Allocations. The proposed SWM flexible budgeting ordinance would establish a “grant contingency” project in the SWM CIP fund and the Open Space Non-Bond Fund. The grant contingency project would provide advance appropriation authority for grants or other external funding for projects to be implemented by WLRD. This appropriation authority could not be spent without meeting 3 conditions: leveraging of external funds, proper notice of the grant application to the county council, and identification of the project on project sheets associated with the grant contingency fund. 

WLRD already has the option of requesting supplemental authority for grants. However, approval of supplemental authority may come too late to allow for initiation and completion of a habitat project within project completion deadlines. 
Comparison with Existing Flexible Budgeting Ordinances
As noted above, the proposed SWM flexible budgeting ordinance was modeled after existing provisions for Wastewater and Roads CIP flexible budgeting in KCC 4.04. The four major differences between the proposed SWM flexible budgeting ordinance and existing flexible budgeting provisions for Roads and Wastewater are: 
· Timing of the reallocation report back to council committees 

The SWM flexible budgeting ordinance proposes a reallocation report due date of May 15th.  The Roads and Wastewater Flexible budgeting provisions have due dates of May 1st and March 15th, respectively.
· Structure of contingency fund

The proposed SWM flexible budgeting ordinance would establish a contingency fund of 10% of the adopted CIP budget, not to exceed $1 million. The Wastewater contingency fund is 71/2% of the CIP budget, not to exceed $10 million.  The contingency fund in the Roads flexible budgeting provision is connected to grant funding, without a dollar limit. 

· Level of Detail in Reallocation Report

The flexible budgeting provisions for Roads and Wastewater require that the reallocation report include “an accounting summary of the current project status and the amount of unexpended project budget balance by project phase and revenue for each project in the current year of the program.”  The proposed SWM flexible budgeting ordinance doesn’t require this accounting detail.  However, the SWM flexible budgeting ordinances does include a requirement for a reallocated SWM six-year CIP including a revised financial plan and estimated project costs. 

· Reporting on emergency projects

The SWM Flexible budgeting ordinance includes a provision for identification of emergency projects that are proposed to receive funding allocated for emergencies. These projects would not be subject to additional council approvals. Neither the Wastewater nor Roads have similar provisions. 

· Inclusion of a grants contingency fund
The proposed SWM flexible budgeting ordinance would allow establishment of “grant contingency” projects in each of the SWM CIP fund and the Open Space Non-Bond Funds. Wastewater doesn’t have a similar provision. Roads has a grant funding contingency, but without conditions. 
Other Issues and Amendments Adopted by the Utilities Committee
The Utilities Committee reviewed the following issues and adopted amendments to address them: 

· Application of this ordinance to categories of WLRD CIPs

The proposed ordinance refers to SWM CIPs throughout the title, definitions, and much of the proposed ordinance. However, new Section 5 refers more broadly to “Water and Land Resources Capital Improvement Budgeting,” and notes that the grant funding provision would apply to Open Space Non-Bond Fund projects. As originally proposed, it was unclear whether the flexible budgeting provisions would apply only to projects in the SWM CIP Fund, or to all CIPs implemented by WLRD. 

The Utilities Committee adopted Amendments 1 and T1 to the title, definitions, and body of the ordinance to clarify that the flexible budgeting provisions (including the requirement for an annual reallocation report) would apply only to SWM CIPs.  The grant funding provision would apply only to the SWM CIP Fund and the Open Space Non-Bond Fund. 
· Language re: reallocations between new and old SWM service area

New Section 5B includes language limiting the substitution of projects in the “new” SWM service area vs. the original SWM service area as it existed before the enactment of Ordinance 13695 (this ordinance extended the SWM service area to include all of unincorporated King County). Based on recent advice from the King County Prosecuting Attorney’s Office, WLRD requested that this language be deleted. Ordinance 13695 identified all of unincorporated King County as the SWM service area (i.e., it didn’t differentiate between old and new service area). Moreover, the geographic scope of benefits can vary widely from project to project.  Amendment 1 deleted this language. 
· Clarification of provision for emergency projects
The proposed SWM flexible budgeting ordinance notes that “any project proposed for allocation in the current year that is not an emergency . . . may be added to the SWM CIP after going through the normal appropriation process.”  This could imply that emergency projects in general don’t have to go through the appropriations process.  Amendment 1 clarified that the provision for emergency projects is limited to identifying specific projects that will be carried out using a dollar allocation for emergency projects in the council-adopted SWM CIP budget. 
· Additional elements to include in the reallocation report

Because this proposed ordinance includes a provision for grant contingency projects, it would be helpful if the reallocation report could include a list of projects to move forward using that funding appropriation. In addition, a map showing the location of projects referenced in the reallocation report would facilitate review by council members within the 14-day time limit.  Amendment 1 added these as items to include in the reallocation report. 
· Housekeeping Items

Amendment 1 corrected references to council committees and the Department of Natural Resources and Parks.  

