[image: image1.png]u

King County




Metropolitan King County Council

Budget and Fiscal Management Committee

	Agenda Item No.:
	8
	
	Date:
	June 16, 2009

	Proposed No.:     
	2009-0360
	
	Prepared By:
	Reddy, Melroy, Cope, Curry, Hamacher, Cihak, Carroll, SooHoo, St. John


STAFF REPORT

SUBJECT:  

Proposed Ordinance 2009-0360 is a supplemental appropriations ordinance that makes net disappropriations in various funds, restores funding for certain programs in the adopted lifeboat – primarily on a one-time basis, and amends both the 2009 adopted budget ordinance
 and the 2008/2009 transit biennial budget ordinance
.
The proposed ordinance makes a net supplemental disappropriation of $487,273 to various general fund agencies and $2,131,675 to various non-general fund agencies in 2009 and a net supplemental disappropriation of $1,940,310 to transit for the fiscal biennium beginning January 1, 2008 and the ending December 31, 2009.  In addition, $2.8 million in funding is intended to restore select programs in the adopted lifeboat – primarily on a one-time basis. These changes include using new revenues from the Auditor’s Filing Fee and PER Savings. 

PURPOSE:
This staff report provides a summary of Ordinance 2009-0360 and identifies issues for committee discussion.  Staff will report back on June 30th with analysis for committee discussion and possible action. 

BACKGROUND:
Given the magnitude of the General Fund financial challenges resulting from the structural imbalance between the growth rate of revenues and expenditures, combined with the consequences of the most severe economic downturn in recent history, both the proposed and the adopted 2009 Budget included a “lifeboat” strategy.  The “lifeboat” strategy included six months of funding for certain programs during which time the county would work with the Washington State Legislature during the 2009 legislative session to craft a solution that would provide King County – and all other counties across the state who were suffering from the same structural imbalance – with the flexibility and revenue options required to sustain these basic and important services over the long term.  If no revenue tools or flexibility were granted by the state, these “lifeboat” programs would end June 30, 2009.  
The State Legislature provided local jurisdictions some relief by easing some of the supplantation rules around various taxing options, including the Mental Illness and Drug Dependency (MIDD) tax and the not-yet-imposed Public Safety sales tax.  In addition, an increase in auditor filing fees was passed to provide additional funding for homeless housing.  HB 2231 temporarily increases the Auditor’s Filing Fee (also referred to as “document recording fee”) by $20 from $42 to $62.  The increased revenue generated by this fee is designated for homeless programs.  The new fee takes effect on August 8, 2009 and is expected to generate $1.9 million in 2009 and $4.3 million for 2010 for King County.  The temporary increase in the fee lasts four years.  However, these tools are insufficient to generate the revenues needed to allow the county to restore all lifeboat programs in 2009 on a one-time basis or some of these programs beyond 2009 on a sustainable basis.  
The Executive’s rationale underlying the proposal is to provide funding for certain lifeboat programs for six months during which time he will develop options for longer term funding including a potential fall ballot measure.  Any possible ballot measure that would be placed before the voters on the November 2009 general election would need to have Council approval by late July 2009.  The characteristics of  a potential ballot measure are as yet undetermined.  
ISSUE IDENTIFICATION:
For purposes of discussion, issue identification is split into two sections –broad issues and a more descriptive summary of the ordinance provisions and corresponding issues. 
Section I – Broad Issues

Issue 1:  Should the new revenue generated from the Auditor’s Filing Fee and savings from the PERS reductions be put into reserves to help the County close the 2010 budget gap, or used to support one-time spending through the end of 2009? 

Given the county’s challenging financial circumstances, every supplemental appropriation request needs to be reviewed in light of its effect on the General Fund financial plan.  Based on an updated financial plan provided to staff by OMB, the current projected financial gap for 2010 is estimated by OMB to be $46.4 million.   Some key financial changes include:
· On the revenue side, it is projected that the 2009 sales tax revenue will decline an additional $5 million below budget.   
· Conversely, the newly increased Auditor’s Filing Fee will generate approximately $1.9 million in new revenues for 2009 and $4.3 million for 2010.    
· On the expenditure side, the State’s decision to lower the employer contribution rate to PERS as a short-term way of addressing the state’s budget shortfall provides the county with short-term general fund savings totaling $3.3 million for 2009 and $6.9 million for 2010.  Use of these savings in the near-term will cause larger deficits in out-years than would otherwise be experienced.  This ordinance disappropriates from agency budgets – General Fund and non-General Fund – the amount that will not be needed beginning July 1, 2009 for employer contribution to PERS.  Also, at some point the state will need to increase the PERS rates to “catch-up” on the lower levels of contribution.  In previous situations, the County has created reserves where savings were deposited so that they would be available when the PERS rate was increased.
· The 2010 financial gap does not include decreases in other State funding that impacts County services.  For example, State rates supporting several public health services are expected to decline in 2010.
While the use of one-time new funds and existing reserves to pay for six months of funding of certain lifeboat programs in 2009 as proposed in this ordinance would be financially viable, it would begin depletion of all reserves by 2010 except for the emergency Rainy Day Reserve Fund (in excess of $15 million) and the 6 percent undesignated fund balance.  
In addition, the restoration of a large number of lifeboat programs and the use of reserves to fund them has a two-fold effect on the budget gap projected for 2010. Every $1 spent to restore a lifeboat service in 2009 would increase the budget gap by $3 in 2010 ($2 for 12 months of funding and $1 less in  reserves that would be available in 2010 to offset the annual cost).  

Issue 2:  If Council wishes to amend the adopted 2009 budget and use some or all of the available funds (largely one-time) to pay for certain lifeboat programs, are the programs and criteria proposed for restoration by the Executive aligned with Council priorities?    

The proposed ordinance would fund the following areas:
1. Evergreen Pool - $30,800 for Parks and Recreation Division (Parks) to continue operating the pool through August 31, 2009.
2. Mandated Services - $214,970 to restore some of these services identified in the Superior Court’s budget for the balance of 2009 - Truancy Program Implementation; Parenting Plans Background Checks; and Screening of Cases Involving Children.  (Of the remaining unfunded mandates in the lifeboat, dependency cases have been funded in 2009 by ordinance 13004 approved June 1, 2009; and the remaining unfunded mandates totaling $808,829 will be delivered by agencies within existing appropriations primarily through the delay in filling vacant positions.)
3. Public Health - $840,216 to restore a select set of programs in the lifeboat that are part of King County’s response to communicable diseases, including pandemic flu.  [Another $768,602 worth of Public Health programs that were in the lifeboat will still be eliminated effective July 1, 2009.]  
4. Human Services and Housing and Homeless Programs – $616,646 of homeless housing programs and redirects $1.3 million of general fund from existing homeless and housing programs to various human service contracts that were reduced in the 2009 budget and placed in the “lifeboat”.  
Section II – Descriptive Summary of Ordinance Provisions and Related Issues.

A. Facility Transfers – Evergreen Pool   (Marilyn Cope)

The ordinance would appropriate $30,800 in funding for Parks and Recreation Division (Parks) to continue operating the Evergreen Pool through August 31, 2009.   Parks has been in discussions with a number of external organizations about the potential transfer of this pool.  If a transfer is not negotiated by the end of August, this pool will be mothballed.

The Evergreen Pool is King County’s only nine-lane indoor pool.   It is located in the North Highline neighborhood, adjacent to the campus of Evergreen High School.

The 2009 Adopted Budget included six months funding for full operation of the Evergreen Pool at a cost of $190,861.  The adopted budget also included $18,389 to cover the cost of mothballing the facility for the last six months of 2009.  

The executive has proposed extending the full operation of the Evergreen Pool for two additional months through August 31, 2009.  The cost of extending the full operation of the pool for two months is $80,000, of which $49,200 is revenue backed and $30,800 would be subsidized by a General Fund transfer.    

Issues - None

B. Unfunded Mandates   (Clif Curry/Pat Hamacher)
The 2009 adopted budget included $3.5 million in half year funding for a number of unfunded state and federal mandated services.  The Office of the Public Defender’s (OPD) dependency program ($2,345,042) was a significant portion of the unfunded mandates services that were slated to be eliminated July 1.  This ordinance also includes $214,970 in funding to restore some of these services identified in the Superior Court’s budget for the balance of 2009.  The Executive’s 2010 Preliminary Status Quo (PSQ) budget would restore funding for all of the unfunded mandates in the lifeboat for 2010 (p. 4 of transmittal letter).  Unfunded mandates designated for funding through this supplemental will allow Superior Court to meet the following mandates for 2009:  

· Truancy Program Implementation  

· Parenting Plans Background Checks  

· Screening of Cases Involving Children

The restoration of funding for truancy issues allows for case manager positions to continue to support truants and their families who are subject to state mandated Becca proceedings.  Additionally, the restoration of funds for parenting plans and screening for family law cases with children allows for the review of parents and parenting plans by social workers pursuant to the state law ensuring that requires background checks and screens for domestic violence be completed before final consideration by the court.  For the remaining unfunded mandates in the lifeboat, totaling $808,829, the agencies delivering these services are able to continue to satisfy the mandates for the balance of this year primarily through the delay in filling vacant positions.  This approach is probably not sustainable over the long-term.  

Office of Public Defense - On June 1, 2009, the County Council approved ordinance 13004 which appropriated just under $20 million for public defense services. This ordinance allowed for the continuation of public defense services for the remainder of 2009 as well as the dependency cases that were originally placed in the lifeboat. The ordinance also required a further study focusing on the potential switch to a case-weight methodology in paying for public defense services. Under this scenario the more complex cases would result in higher levels of payment. 

Issues:  

1. Does Council wish to restore funding for any unfunded mandates?
C. Certain programs where the County may have on-going funding in 2010 including:
1. Pandemic flu related Public Health programs (Carrie Cihak)

 This ordinance includes $840,216 to restore funding for the balance of 2009 for a select set of programs in the lifeboat that are critical to King County’s response to communicable diseases, including pandemic flu.  The Executive has proposed restoring these programs given the current pandemic flu threat.  Many public health officials believe that the H1N1 virus will return to North America in the fall.  The potential exists that the virus could be more virulent and lead to wider outbreaks at that time. During the 2009 budget process staff determined that the amount required to restore thse programs in the second half of 2009 was $1,096,700. Another $768,602 worth of Public Health programs that were in the lifeboat will still be eliminated effective July 1, 2009. These programs include:
	Pandemic Flu Related Program
	Requested Amount
	Required Amount

	Child Care Health Program
	$600,018
	A$929,821

	Zoonotics
	$215,714
	A$102,804

	Communicable Disease Investigations
	$24,484
	Am$64,075

	Total
	$840,216
	$1,096,700


As noted earlier, use of one-time new funds and existing reserves to pay for six months of funding of certain lifeboat programs in 2009 has a two-fold effect on the budget gap projected for 2010.
Issues

1. Appropriation amounts may not be accurate, as indicated in the table above.   

2. Other Public Health lifeboat programs may be related to communicable disease control and pandemic flu response, including:  funding for the PH laboratory ($301,970 to restore) and funding supporting the Community Health Centers ($80,095 to restore).  Additional funding may be needed for other pandemic flu preparation and response activities, across County government.  
3. It would be helpful for the Council to have a more complete understanding of the activities that need to be undertaken by County government now and in the fall for our community to prepare and respond to this potential outbreak, along with the estimated costs of such activities.  The Council may wish to consider prioritizing appropriation for these preparation activities.  

4. One of the Executive’s criteria for choosing which lifeboat programs to restore is the potential availability of other funding sources to support programs in 2010.  Other Public Health programs to which this criteria applies remain in the lifeboat and are not proposed by the Executive for restoration.  For example, the BOH is working on fees to support the drinking water program that would be collected starting 2010.  Further, if the intent is to seek a voter-approved source of funding for PH, there are a wide variety of other PH programs in the lifeboat that the Council may wish to have funded.  
5. The ordinance does not include a supplemental appropriation to remove family planning from the lifeboat.  Earlier this year, the Executive transmitted a proviso response to the Council indicating that additional federal funds are available to operate family planning throughout 2009.  
2. Human Services and Housing and Homeless Programs   
(Kelli Carroll/Wendy Soohoo)

In sum, proposed ordinance 2009-0360 would redirect $1.3 million of general fund from existing homeless and housing programs to various human service contracts that were reduced in the 2009 budget and placed in the “lifeboat”.  In addition, general fund supporting homeless and housing programs would be supplanted by a new revenue source to King County, a new auditor fee authorized by the Legislature to support homeless programs.  Another $616,646 of the new revenue is proposed to be used to fund seven contracts related to human services placed in the “lifeboat”.  The Executive proposes to supplant general fund with the new revenue for only 2009.  

Issues:

1. Utilizing the new revenue to pay for existing programs means that no new housing programs are put on the ground in 2009. The Executive indicates that the new revenue will only be used to supplant the general fund on a one time basis. The PAO indicated that the Auditor Filing Fee revenue is not restricted by no supplantation requirement. Does the Council wish to establish a policy specifying that the auditor filing fee revenue is dedicated to housing programs in 2010 and beyond?

2. There was no prioritization of the Community Services Operating (CSO) contracts “lifeboat” amounts. All of the contracts, regardless of type of service or organization were restored. 

In the 2009 budget process, the Executive developed and applied a reduction methodology for Community Service Operating (CSO) 2009 contracts (Attachment 2). This reduction methodology was not utilized in restoring the human service contracts contained in Proposed Ordinance 2009-0360. Application of the reduction methodology would result in fewer human service contracts being restored.

For example, the 2009 Reduction Methodology eliminated programs that in their current form “did not show clear success based on research/best practices”, which resulted in turn, eliminated batterer’s treatment programs in the 2009 budget. Although all King County funding for batterer’s treatment programs were eliminated in 2009, Proposed Ordinance 2009-0360 provides $23,054 for batterer’s treatment. 

There are other instances where Proposed Ordinance 2009-0360 would provide funds to areas that were eliminated based on the 2009 Reduction Methodology. These areas include certain base special programs, information and referral programs, adult day health programs, and youth homeless shelters.

2009 CSO Reduction Methodology

· Eliminate programs that don’t match the core business of the department

· Base Special Programs

· Food Programs (in Homeless Prevention and Emergency Services category)

· Eliminate programs where primary responsibility could reside with local, state, or federal governments

· Youth Homeless shelters (state)

· Senior Centers serving primarily urban incorporated resident

· Adult Day Health (state/Medicaid)

· Phase out Work Training Program (WTP) In-School Youth Training (state, school districts)

· Eliminate programs not providing a direct service or providing only referrals to direct services

· Evaluation programs

· Information and Referral 

· Eliminate programs that in current form do not show clear success based on research/best practices

· Batterer’s Treatment

The supplemental ordinance  restores$1,283,619 in “lifeboat” contracts that were originally reduced using the 2009 Reduction Methodology. Does the Council wish to prioritize restoration of certain “lifeboat” programs according to the 2009 Reduction Methodology or some other prioritization plan to be developed?

3. In six instances, the amount restored by Ordinance 2009-0360 brings the amount of a contract above 2009 Proposed Status Quo (PSQ) levels. The amount of the contract overage is $86,000. Does the Council wish to specify that the amounts restored are not to exceed PSQ budget levels?

4. Three programs in Public Health are proposed to be funded with the new revenue that is dedicated to homeless programs. The programs are Maternal Support Services, Primary Care and Nurse Family Partnership (Best Beginnings). The amount of these programs is $386,833. 

According to the Prosecuting Attorney’s Office, the funding can be used for programs that "directly accomplish the goals" of the county's Ten Year Plan.  Those goals are broad and include healthcare services for homeless persons and other support services that help to link people to housing or prevent them from becoming homeless.  

Given the legal analysis, it appears that the Public Health programs included could potentially be funded with these new funds.  The rationale by which the Executive chose to fund certain programs with the filing fee and not others is unclear.  Several other Public Health programs also might qualify to be funded using the new funds, such as family planning services and dental.  A decision would need to be made, based on a review of the facts and data, regarding whether the program’s link to serving a homeless population or preventing homelessness is sufficient to justify the use of the funding. 

5. The King County Jobs Initiative (KCJI) is proposed to be funded at $502,560. Based on analysis conducted by Council staff, it is determined that $502,560 is incorrect. The correct amount for the KCJI in Proposed Ordinance 2009-0360 should be $18,472. The Office of Management and Budget concurs with this finding. The text of the ordinance will be amended to reflect the correct amount. 

6. The Council’s Legal Counsel and the Prosecutor’s Office are reviewing HB 2331 along with the underlying state statutes to determine if supplantation of the new auditor filing fee revenue is permitted.   The Executive proposes using this new revenue to restore $616,646 of homeless housing programs in the lifeboat.

Council staff and staff from the Office of Management and Budget are working to resolve several technical questions. 

D. Financial Plan Implications   (Polly St. John)
The transmittal letter for Proposed Ordinance 2009-0360 stresses the need to update the General Fund Financial Plan (GFFP) to include changes since the first quarter report was transmitted in early May.  The update includes adjustments for revenues and expenditures, as well as reserves:

1. sales tax is adjusted downward on a preliminary basis by $5 million
2. newly increased Auditor’s Filing Fee revenues of approximately $1.9 million are assumed in 2009 

3. the State Legislature’s decision to lower the employer contribution rate to PERS provides short-term savings totaling $3.3 million for 2009 and $6.9 million for 2010
4. changes expenditure assumptions to restore $2.8 million of lifeboat programs

5. assumes the release of $2.4 of the $3.7 million out-year deficit reserve that was shown in the 1st quarter report and $1.1 of the remaining $1.8 million in the mitigation reserve.

The Executive states that the 2009 budget remains in balance.  However, these proposed changes will affect the 2010 deficit – increasing the estimate to $46.4 million.  (The first quarter report estimated a deficit of $43.4 million a difference of $3 million.)  Staff has just received the revised  plan and will fully discuss the GFFP in the next discussion by the committee.

NEXT STEPS:

Based on guidance given at this meeting, staff will provide additional analysis and prepare any appropriate materials for committee discussion and possible vote.  
INVITED:
· Beth Goldberg, Deputy Director, Office of Management and Budget
ATTACHMENTS:
1. Community Services Division Three Year General Fund Reduction Plan

2. Transmittal letter dated June 3, 2009 (attachments available upon request)
3. Proposed Ordinance 2009-0360

� Ordinance 16312


� Ordinance 15975


� In an effort to preserve the long term operation of the pool, Parks is in discussions with organizations including: Northwest Center and the American Whitewater Swim Club in addition to exploring the possibility of other interested parties for the transfer of the pool.  If a transfer is not negotiated, proposed by the executive and approved by the council by the end of August, the pool would be mothballed.  The Office of Management and Budget has provided an updated financial plan reflecting the cost of extending the operation of the Evergreen Pool.   
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