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STAFF REPORT
SUBJECT:  AN ORDINANCE that closes and abolishes funds whose original purpose is satisfied and transfers any remaining net assets to funds that contain projects of similar scope.
SUMMARY:

Sixty-five funds and subfunds are proposed for closure in Proposed Ordinance 2011-0401.  The proposal would transfer an estimated $2.1 million to close out remaining fund balances for the funds – in preparation for the transition to the new ABT
 accounting system at the end of this year.  
BACKGROUND:
The county’s revenues and expenditures are accounted for in many funds, each of which receives money from various sources.  Most county funds are restricted, meaning that their revenues are legally earmarked for a specific use under county code, state statute or federal law.  

Consistent with past practices and auditor recommendations, funds are closed as their original purpose is satisfied.  Council takes action to formally close these funds and transfer residual balances to other active funds with related purposes.  

According to the Executive, this proposal will simplify the transition to the new accounting system in 2010.  Many of the funds proposed for closure contain proceeds from prior bond issuances.  To ensure compliance with the terms and conditions of the bond sales, the remaining fund balances will be transferred to funds that contain projects of similar scope.  
ANALYSIS:
If approved, Proposed Ordinance 2011-0401 would accomplish the following:
1. Close twenty-three inactive funds;

2. Transfer residual cash balances for thirty-nine funds to other active funds; and

3. Amend the county code by deleting references to King County Code (KCC) established funds.

A number of fund closures result in funds that are proposed for transfer to similarly scoped funds.  (The amounts are estimated and actual balance transfers will be subject to change to reflect necessary arbitrage calculations at the time of transfer and interest earnings accrued to the fund.)  Table 1 below shows the funds proposed to receive residual cash balances

Table 1.  Funds Receiving Transfers from Closing Funds
	Fund
	Name
	Amount

	1170
	Arts and Cultural Development
	$   1,931

	3840
	Farmland and Open Space Acquisition
	3,715

	3490
	Parks Facility Rehabilitation
	39,743

	3292
	SWM CIP Non-Bond Subfund
	82,454

	3391
	Working Forest 96 Bond Subfund
	1,389

	3421
	Major Maintenance Reserve Fund
	530

	3151
	Conservation Futures Tax Fund
	57,997

	3771
	ITS Capital Fund
	1,679,660

	3901
	Solid Waste Construction Fund
	53,365

	3951
	Building Repair and Replacement Fund
	100,508

	3961
	HMC Building Repair and Replacement Fund
	51,424

	4616
	Wastewater Treatment Department CIP
	25,875

	
	Total
	$2,098,591


The $1.7 million that will be moved to the ITS Capital Fund due to cancellations is to support the planned 2013 mainframe replacement.  The funding will be used to either reduce the amount to be bonded in support of the project or to assist with debt service.  

It should be noted that this proposed ordinance abolishes funds to facilitate the initial start-up of the ABT project.  (Abolished funds will not need to be entered into the new accounting system.)  However, the complete KCC "clean up" for funds language that is needed for a rewrite of Title 4.08 is not effectuated in this ordinance.  The Clerk of the Council and the Code Reviser will be working with council and executive staff to develop standardized language and methodologies for fund establishment and oversight that will be implemented via ordinance in 2012.  
STRIKING AMENDMENT:

A striking amendment will be prepared for consideration at next week's meeting that does the following:
1. Includes funds in the Attachment A list that are cancelled in the body of the ordinance, but are not included in the list.  The funds to be included are HMC Long Range CIP, Equipment and Building Acquisition, and Core GIS Capital Project.  
2. Removes Section 2 of the proposed ordinance that lists five funds to be abolished because the funds in the section, as advised by the code reviser, are unnecessary because they are abolished in Section 3.  
3. Updates the list of funds to reflect current code.
Council staff is working with Executive staff and the Clerk of the Council to ensure that the amendment reflects all needed changes.  A title amendment is not required.
REASONABLENESS:
As amended, the proposal should constitute a reasonable and prudent business decision for the committee.  The ordinance will be ready for action at the next meeting.  
INVITED:
· Dwight Dively, Director, Office of Performance, Strategy and Budget (PSB)
· Sid Bender, CIP program, PSB
ATTACHMENTS:
1. Transmittal Letter, dated September 26, 2001
2. Fiscal Note – Revised, 10-18-11
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