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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	4
	Name:
	Brandi Paribello
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	2024-0312
	Date:
	October 29, 2024



SUBJECT

The proposed ordinance would amend King County Code to modify requirements related to emergent need contingency capital projects.

SUMMARY

An emergent need contingency project is a capital project within a capital fund that transfers its appropriation to an existing capital project within the same fund that has insufficient appropriation due to unforeseen circumstances such as project delays or accelerations.

Proposed Ordinance 2024-0312 would make permanent the following:

· Increase the emergent need contingency project amount threshold from 5% of the total proposed capital fund amount anticipated for the fiscal period or $20 million, whichever is less, to 20% of the total proposed capital fund amount anticipated for the fiscal period or $50 million, whichever is less; and

· Increase the threshold for notification to council for transfers from 15% or more of total project costs to 25% or more of total project costs.

BACKGROUND 

In November 2014, the council adopted Ordinance 17929 which established the “emergent need contingency project” for capital funds. An emergent need contingency project is a capital project within a capital fund that transfers its appropriation to an existing capital project within the same fund that has insufficient appropriation due to unforeseen circumstances such as project delays or accelerations. [footnoteRef:1] [1:  K.C.C. 4A.10.248. and K.C.C. 4A.100.080.D.1] 


K.C.C. Section 4A.100.080, which governs the emergent need contingency projects, previously required that an emergent need contingency project amount shall not exceed 5% of the total proposed capital fund amount anticipated for the fiscal period or $20 million, whichever is less.  It also required that, for capital projects requiring a transfer of 15% or more of total project costs, PSB must notify the council, and the clerk must place the notification on the next two council agenda where the council may object to the transfer.

In November 2022, council adopted Ordinance 19534 which made the following changes:

· Increased the emergent need contingency project amount threshold from 5% of the total proposed capital fund amount anticipated for the fiscal period or $20 million, whichever is less, to 20% of the total proposed capital fund amount anticipated for the fiscal period or $50 million, whichever is less; and

· Increase the threshold for notification to council for transfers from 15% or more of total project costs to 25% or more of total project costs.

Ordinance 19534 is set to expire on January 1, 2025 (end of the 2023-2024 biennium) which then would revert code language to previous threshold levels.

ANALYSIS

Proposed Ordinance 2024-0312 would make the following changes from Ordinance 19534 permanent:

· Increase the emergent need contingency project amount threshold from 5% of the total proposed capital fund amount anticipated for the fiscal period or $20 million, whichever is less, to 20% of the total proposed capital fund amount anticipated for the fiscal period or $50 million, whichever is less; and

· Increase the threshold for notification to council for transfers from 15% or more of total project costs to 25% or more of total project costs.

The Executive previously proposed this increased threshold to provide capital programs the flexibility to respond to high inflation. Executive staff stated at the time that the origin of the proposed ordinance was based on an analysis by the Wastewater Treatment Division (WTD). WTD discovered that more than half of the projects that were scheduled to go out for bid had engineering estimates which did not account for the recent increase in inflation.

While inflation has stabilized in 2024, the Executive states that price volatility remains a risk for county capital projects and that the 2025 proposed budget includes emergent need capital projects with proposed budget amounts that continue to justify the high thresholds. Executive staff state that without increasing the thresholds, projects would have insufficient appropriation to award construction contracts and such projects would need to rebid after receiving additional appropriation authority from council through a supplemental appropriations ordinance, resulting in delays to projects. 

INVITED

· Dwight Dively, Director, Office of Performance, Strategy and Budget

ATTACHMENTS

1. Proposed Ordinance 2024-0312 (and its attachments)
2. Transmittal Letter
3. Fiscal Note
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