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Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	6
	Name:
	Wendy Soo Hoo & Polly St. John

	Proposed No.:
	PO 2011-0138
	Date:
	April 19, 2011



SUBJECT:  

Proposed Ordinance 2011-0138 would make net supplemental appropriations of $2.7 million to various General Fund agencies, $59.4 million to various non-General Fund agencies, and $7.6 million to Department of Transportation agencies.  

BACKGROUND:

The proposed ordinance would amend the 2011 budget ordinance, Ordinance 16984, and the 2010-2011 biennial budget, Ordinance 16717, as described above.  The county’s budget – including previously adopted requests and this proposal – is summarized in Table 1.  

Table 1.  Executive Proposed Changes to the 2011 Budget
	Funds
	2011 Adopted
	Proposed
	Total Adjusted Budget Proposed

	General Fund
	$621,281,048
	$2,688,804
	$623,969,852

	Non-General Fund
	$1,922,499,501
	$43,058,705
	$1,965,558

	Capital Improvement Programs
	$368,362,233
	$16,267,450
	$384,629,683

	Biennial Agencies*
	$2,219,973,275
	$7,558,253
	$2,227,531,528

	Biennial Update – Ord. 17000
	48,263,749
	
	48,263,749

	NEW – DDES Abatement Fund**
	--
	$94,261
	$94,261

	Total
	$5,180,379,806
	$69,667,473
	$5,250,047,279

	*Biennial appropriations include: Stormwater Decant Program, Roads, Marine Division, Airport, Transit, Department of Transportation Director’s Office, and associated funds and capital improvement programs. 
**An accompanying ordinance establishes a new DDES Abatement Fund.



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

· Technical corrections, 
· Reappropriations or carryovers, 
· Changes due to modifications to the General Fund overhead allocation, or 
· Changes due to an adjustment to the insurance rate. 



Table 2.  Executive Proposed Changes to the 2011 Budget by Change Category
	Change Category
	Amount

	Insurance Rate Adjustment
	($500,791)

	Overhead Allocation Adjustment
	$1,427,593

	Technical Correction
	$15,291,161

	Reappropriation/Carryover from 2010
	$45,467,814

	Grants
	$646,465

	Operating Supplemental
	($1,053,736)

	Capital Supplemental
	$8,388,967

	Total
	$69,667,473



As shown in Table 2 above, technical corrections, such as crediting foregone cost-of-living-adjustments (COLAs) for some agencies or correcting minor errors in the adopted budget, account for $15.3 million of the total appropriation. The Council central staff has reviewed the technical corrections, and with a few exceptions, has identified no issues. Staff is still following up the remaining changes. Attachment 1 contains a listing of change items by change category.

Please note:  Attachment 2 contains a narrative summary of every change item proposed in the ordinance. This staff report includes only highlights or issues identified by staff.

GENERAL FUND                                                                                             $2,688,804         

The total increase proposed in General Fund expenditures is $2.7 million, of which $1 million is revenue-backed.  Although the remaining $1.7 million would come from fund balance, reappropriations from 2010 to 2011 account for about $652,000 and technical corrections and the impact from an insurance rate adjustment account for about $808,000.  The net General Fund supplemental is about $224,000.

Highlights in the General Fund include:

Legislative Agencies - $183,119 
A number of technical corrections are proposed across all legislative agencies, such as crediting foregone cost-of-living adjustments. 

Office of Performance, Strategy and Budget (PSB) - $65,221 
The Executive proposes dissolution of the King County Economic Enterprise Corporation (EEC) in 2011 and using remaining funds ($95,221) from the EEC to support economic development initiatives:  
· enterpriseSeattle - $10,000 to fund a financial services cluster economic impact analysis and marketing contribution; 
· Puget Sound Regional Council - $5,221 to update the five-year regional economic strategy; 
· Center for Advanced Manufacturing Puget Sound - $10,000 for manufacturing capabilities database development;
· Highline Community College - $10,000 for procurement technical assistance to small and disadvantaged businesses; 
· White Center Community Development Association - $10,000 to support marketing and promotion of the business district revitalization plan;
· Skyway Impact Capital - $10,000 for support of the Skyway Solutions Plan;
· Worker Center - $10,000 to support increased apprenticeship diversity in the construction trades.

The $30,000 in revenues not proposed to be appropriated for PSB would be appropriated to Surface Water Management and Department of Natural Resources and Parks Administration.

Update:  Councilmembers wanted to know the criteria used to select the initiatives.  Executive staff indicated that the programs receiving funds were selected with the goal of achieving geographic equity with funding for both regional and local initiatives, and providing support to programs that achieved various economic goals.  A competitive selection was not used because of the small amount of funding available and programs were selected based on staff knowledge of existing initiatives.

Internal Support & GF Finance – $340,636 Reduction in GF Finance, $340,636 Increase in Internal Support
This is identified as a technical correction made in response to the adopted budget.  Council staff is seeking clarification on the reason for this change.

Update:  Staff have clarified that this correction reflects Council action in the 2011 adopted budget.  

Prosecuting Attorney - $94,261 ($94,261 Revenue-Backed by DDES)
Accompanying the omnibus ordinance is a separate ordinance (Proposed Ordinance 2011-0139) requesting creation of a new Department of Development and Environmental Services Abatement Fund.  This fund would support adding a prosecuting attorney to perform code enforcement/abatement work.

Update:  Proposed Ordinance 2011-0139 is on the agenda today and this issue will be addressed in that discussion.  An expenditure restriction is included in the striking amendment to ensure that this expenditure cannot be spent the General Fund receives a transfer from the DDES Abatement Fund to accomplish the work. 

Memberships & Dues - $448,952
This appropriation is proposed to provide funding for all of 2011 for Washington State Association of Counties (WSAC), Washington Counties (WACO) and National Association of Counties (NACO).  Staff is looking into this request, as funding was provided during the 2010 fourth quarter to support these memberships during the first six months of the year.

Update:  The proposal includes a reappropriation of $224,476 and a request for $224,476 in new appropriation authority to fully fund WSAC, WACO, and NACO in 2011.  This $448,952 would increase the $161,250 already included in the budget for enterpriseSeattle and Puget Sound Regional Council.  The proposed annual funding is shown below:

Table 3.  Total Annual Memberships and Dues by Organization
	Organization
	Dues

	WSAC
	223,276

	WACO
	190,800

	NACO
	34,875

	enterpriseSeattle
	110,000

	Puget Sound Regional Council
	51,250

	Total 2011 Appropriation, if approved
	610,201



Internal Support - $340,504
The net proposed appropriation for Internal Support is $340,504.  This includes the $340,636 transfer from GF Finance.  It also includes a $51,125 transfer from the Employee Transportation Program to the King County Ferry District for county employee use of water taxi service as a component of the employee transportation pass program.  

Update:  Councilmembers requested clarification on how the estimated support for the water taxi was determined.  Staff has confirmed that the estimate is based upon anticipated employee ridership and is assumed to fully fund the employee usage.

General Fund Transfers for Animal Services - $413,519 (Revenues of $349,200)
According to transmittal documents, the 2011 transfer for Regional Animal Services adopted in the budget was calculated incorrectly.  This ordinance proposes to correct the transfer.  

Update:  At the last meeting, Councilmembers asked whether these charges were associated with the contracts for Regional Animal Services.  Staff has confirmed that an error was made during preparation of the proposed budget and that city revenues were miscalculated.  This adjustment will correct the mathematical error.

NON-GENERAL FUND                                                                               $43,058,705 

Parks & Recreation – $26,121 (Revenue of $9,100)
Two positions (a maintenance electrician and a half-time Program Project Manager IV) are proposed to be added to the budget at no cost by using COLA savings.  Staff is seeking clarification on why the COLA savings were not re-programmed during the annual budget process.

Update:  COLA savings for non-general fund agencies were not re-programmed during the 2011 budget process, but were held in agency budgets with an understanding that the appropriation was not to be expended until all COLA issues were clarified. As such, no appropriation authority is needed to support the added position authority. 

In addition, Parks & Recreation is requesting Council approval (through approval of this ordinance, pursuant to King County Code 4.100.030) to absorb a portion transaction fees associated with implementing an e-commerce system.  The e-commerce system will allow the public to register for programs, book facilities, and purchase parking passes online.  Parks is proposing to charge a $3 transaction fee and absorb any costs over that amount. Parks estimates that the absorbed costs will amount to about $4,000 each year. 

Natural Resources and Parks Administration - $20,000
This appropriation request represents $20,000 in Economic Enterprise Corporation funding with $10,000 each going to Fall City – University of Washington Department of Agriculture and Vashon – University of Washington Department of Architecture to support business district revitalization.

Update:  As noted earlier, Executive staff indicated that the programs receiving funds were selected with the goal of achieving geographic equity with funding for both regional and local initiatives, and providing support to programs that achieved various economic goals. A competitive selection was not used because of the small amount of funding available and programs were selected based on staff knowledge of existing initiatives.

Wastewater Treatment - $190,000
The proposed ordinance would reappropriate $190,000 to Wastewater to carryover a $190,000 Energy Efficiency Conservation Block Grant, which was awarded in 2009.  

Update:  Councilmembers asked for the end date for this grant and an explanation as to why the funds have not been expended.  The grant was awarded in 2009, but appropriation authority was not requested until late in the year, preventing spending in 2009.  In 2010, the reappropriation request was included in the first omnibus, which was not transmitted until late July. Council passed the omnibus in September, but the division was unable to spend down the funds in the remainder of 2010.  

The grant does not expire until September 2012; however, Executive staff anticipate that the funds will be fully expended by February 2012.  According to the Executive, planned projects (energy audits and energy savings performance contracts on the West Point Treatment Plant and selected pump stations) are ready to be initiated.  

CAPITAL PROGRAMS								$16,267,450

General Capital Improvement Programs - $16,578,101
There are some minor technical corrections that appear to be reasonable for the projects proposed.  Highlights of other capital project proposals include the following:

· Conservation Futures Tax (CFT) Levy Fund:  The CFT Committee has endorsed three changes to projects supported by the CFT levy.  
· The first is to reallocate $75,000 from the Cougar/Squak Corridor (Sunset Quarry) project to the Cougar/Squak Corridor Viewpoint project.  The quarry project will still have adequate budget authority to make the proposed acquisition and the viewpoint project will receive the amount needed to close on the project.  
· The remaining two changes are to reflect expanded scope for the Snoqualmie Riverfront Reach project and the Point Heyer Drift Cell project.  There is no budgetary impact.  The Riverfront Reach project will now include a riverfront park and the Point Heyer project on Vashon Island is expanded to include interested property owners outside the initial project focus area.
· Building Modernization and Construction Fund:  The largest change within the general government capital improvement program is an $11.9 million technical correction in the County Leases project related to the lease for the Ninth and Jefferson Building.  Real Estate Services manages this fund for handling county leases and lease to own facilities (63-20 buildings) such as the Chinook Building.  The adopted budget failed to include the appropriation authority to transfer the Ninth and Jefferson Building amounts to the building owner.  
· OIRM Capital Projects, ITS Capital Projects and Radio Communications Funds:  Several corrections are proposed to the 2011 adopted budget for projects where $3,930,383 in revenues were assumed for approved projects but expenditure authority was inadvertently omitted from the budget.  These corrections were discovered too late in the budget process to be included in the adopted budget.  Staff has been anticipating the correction and has identified no issues in the proposal.
· Parks Capital Fund:  The 2011 budget included a Green to Cedar Rivers Trail project that was to be supported by a property sale.  The sale has been cancelled by the buyer so the anticipated revenues are no longer available for the project.  If other revenues are identified, the budget authority will be requested at a later time.
· Building Repair and Replacement Capital Projects Fund:  Three changes are proposed.  
· Yesler Building Fire Repairs - $335,000 in expenditure authority is proposed to cover the $250,000 insurance deductible and $85,000 insurance reimbursement.  FMD Internal Service Fund fund balance will provide the revenues to cover the deductible amount.
· FMD Procedures Manual and Electronic Records:  FMD is revising their existing Capital Projects Manager Procedures Manual to coincide with the adopted Executive template for Capital Projects and is standardizing by digitizing construction plan sets and drawings.  Revenues are proposed to be transferred from the Major Maintenance 2001 Bond Fund.  The repurposing of bond proceeds assumes that unused bond proceeds or accrued interest from bond proceeds can be used for other projects if the original purpose has been satisfied.  Staff has confirmed that there are no restrictions on usage that is associated with the original bond sale.  If these revenues are not used for the project, another project in the Building Repair and Replacement Fund would need to be reduced or delayed to ensure that the manual/digitization project is accomplished.  
· Elections Voter Outreach Center Tenant Improvements:  This proposal includes a request for $491,000 to make tenant improvements to remodel former cafe space in the Elections Building.  (The café lease ended in October 2010.)  Improvements would create a Voter Outreach Center, increasing accessibility for disabled voters and security for voters opting to use voting booths.  (This building is one of three voting centers in the county, with another in Bellevue and one in Union Station.)  The project would also include building infrastructure work that was not included in the existing Elections Building ESCO energy project.  
The contractors and subcontracts that are working on the ESCO project will be on-site through June when Elections personnel are scheduled to reoccupy the building.  (Elections operations were moved to the Airport as a precaution for possible flood mitigation from the Howard Hanson dam.)  Approval of the project would allow the work to be completed prior to reoccupation of the Elections Center; consequently, the project timelines are important and should save money by not needing to recall workers at a later date.
The project is proposed to be funded from Elections operating funds which are General Fund dollars.  $280,000 from the Elections 2010 appropriation and has already been moved to the Building Repair and Replacement Fund and $211,000 from the 2011 appropriation will be moved upon Council approval of the project.  

Major Maintenance Capital Improvement Programs – ($310,651)

· Yesler Building Projects:  Three projects totaling $527,235 are proposed to be disappropriated because FMD is reviewing ways to empty and surplus the building.  The Executive states that maintenance for building operation, safety or security will continue but that no significant investment will be made to the building at this time.  The projects that are disappropriated are not immediately necessary and could be done in the future.  They are building controls, boiler replacement and floor finishes.
· Paving, Parking Overlay, and Air Duct Projects:  Four projects totaling $260,214 are proposed to repair damaged concrete walkways around the Administration Building, to provide for a full depth replacement of the Orcas Building parking lot that is used for county vehicle storage, and to upgrade the YSC Spruce duct systems that currently have insufficient air flow.  

BIENNIAL AGENCIES								$7,558,253
No issues have been identified in the requests for operating supplementals for biennial agencies.  Disappropriations of $157,974 and $7,100 are proposed for Roads and the Airport reflecting technical corrections and an insurance rate adjustment.  (Staff is seeking clarification on the insurance rate adjustment.) 

Public Transportation Capital Improvement Program - $7,723,327
The Public Transportation Capital Improvement Program is proposed to increase overall by $7.7 million.  This amount includes an increase of $4,300,000 for the RapidRide Passenger Facilities project. 

Rapid Ride Passenger Facilities - $4.3 million:  According to transmittal materials, experience on the initial RapidRide corridors has revealed a need for a more complex, longer design period due to increased coordination and review with jurisdictions to meet permitting requirements and approvals and negotiations with property owners.  Complexities in design of electric service connections required to provide key facility elements including real-time passenger information signs and lighting are contributing to cost increases.  This twenty percent increase is funded by transfers from another project (Bus Rapid Transit Corridor), including $1.3 million in 2011 and $3 million in 2012.  

Update:  Several questions arose at the last meeting regarding this project:
· Councilmembers questioned whether state and/or federal budget decisions will affect this project.  At this time, any changes in federal support are unknown.  The Washington state urban mobility grant may also be delayed as part of the State Legislature's budget crisis.  If the delay occurs, this project should remain at the top of the contingency list for future project funding.  The loss/delay of the grant is not anticipated to significantly affect the project.  
· Members asked whether this project was located in the Shoreline area.  This project is in Seattle in the Ballard area.  (This is part of the RapidRide D line.)  
· Councilmembers also asked about the increased complexity of the project.  The design complexities and jurisdictional impacts were not fully anticipated when the project was scoped.  The expansion of the design scope, resulting in a longer time period, also contributes to the cost increases.  Following their experience in installing the same and similar elements as part of RapidRide Line A, the design team now has a better working knowledge of the overall project and consequently more realistic financial projections.  
· The Bus Rapid Transit Corridor Initiative project is proposed to be reduced in 2011 and 2012 to fund the Rapid Ride project.  This project has changed scope by dropping realignment of the intersection at N 46th and Aurora which was an expensive portion of the project with minimal traffic improvement.  Additionally, the Washington State Department of Transportation (WSDOT) is implementing the transit related improvements as part of the North Portal construction associated with the Alaskan Way Viaduct Replacement Project.  Consequently, the proposed reductions/increases would appear to be reasonable, as there is no additional impact to the Public Transportation Fund.

Battery Dominant Bus:  The proposed ordinance would also include a $5,291,000 increase for the Battery Dominant bus project. The transmittal materials state that 90 percent of this amount is funded by a Federal Transit Administration TIGER grant. In this project, Transit will develop a battery electric bus that is fast-charge capable, as well as two charging stations. The bus will accept charge from a dedicated charging station or from the trolley overhead system and will then be able to operate “off grid” for up to 30 miles without the overhead trolley wires.  The bus will be run in a test mode for one year. The 10 percent match for the grant is provided by a $529,100 transfer from another project.

Update:  Councilmembers asked about the effect of reducing the 40 foot trolley buses project by $529,100 to be used for the ten percent grant match.  Staff has confirmed that there should be no effect because the electric trolleybus replacement evaluation project is almost complete and remaining funds are in excess of the amount estimated to complete the trolley project.  

PROVISOS
The proposed ordinance would also make changes to two provisos:

· The Auditor’s Office would like to revise a proviso to allow for the use of unexpended Citizen Councilor Network funds from 2010.  The revised proviso language would read:  “Of this appropriation, funds shall be expended or encumbered only in the amount of donor revenues that the county auditor has certified as having been received for 2011 and received but unexpended in 2010.”  Council legal staff has approved this language that will allow for the expenditure of 2010 revenues.  (Additional appropriation authority is not needed at this time.)
· The Facilities Management Division would like to move the 2011 Space Plan proviso due date from March 1, 2011 to May 16, 2011 to allow for evaluation of recent state budget discussions.  
Update:  The 2011 proviso for FMD restricts $250,000 in appropriation authority until the Executive transmits space plan amendments – due on March 1, 2011.  This proviso due date was selected to reflect the King County Code due date for transmittal of the space plan.  Legal counsel has noted that the Council could choose to change the due date for the proviso to May, as requested, which would allow expenditure of the $250,000 that is restricted.  However, it should be noted that the due date in K.C.C. has not changed.  (K.C.C. does not specify consequences for "missing" the required transmittal date.)

STRIKING AMENDMENT:

Executive Requested Additions:
1. Reappropriation for Finance – The Executive has requested that $31,655 be reappropriated in the Finance and Business Operations Department (FBOD) to complete interface work associated with the new investment system.  This work is necessary to ensure that ABT is able to "go live" in January, 2012.  
2. Proviso date change in Sheriff and FMD – The 2011 budget directed that the Sheriff and FMD work together to jointly report on the operating procedures for weapons screening and court facility building access and security.  Work has been on-going; however, coordination of stakeholders has taken longer than expected.  The proposal requests that the due date be extended from March 31, 2011 to May 1, 2011.
3. MMRF Issaquah District Court HVAC project – This District Court project appropriation is not sufficient to cover the cost of the project.  The original cost estimate did not include architectural work needs to complete the HVAC replacement work and did not factor in the costs associated with keeping the building operational during construction.  The Executive has requested the addition of $258,000 for this project.  The current proposal would allow approximately $310,000 to return to MMRF fund balance.  That funding would be sufficient to cover these increased costs for the project.  The Executive is asking that this money be appropriated to cover the higher than expected bid costs to complete the project.  

Other Corrections:
1. CPO capital adjustment to Transit CIP – This $1,656 technical adjustment would ensure that the correct amount is included in the Public Transportation CIP appropriation for the Auditor's capital project oversight function.  
2. Economic Enterprise Corporation Dissolution – Expenditure restrictions have been added to the OPSB, Physical Environment Transfers, SWM, and DNRP Administration budgets to ensure that approved funding is not expended or encumbered until the King County Economic Enterprise Corporation is dissolved and enacted as proposed in Proposed Ordinance 2011-0136, which is referred to the Transportation Economy and Environment (TREE) Committee.  (Action is anticipated on April 26th.)
3. DDES Code Enforcement and Abatement Fund – Expenditure restrictions are added to the PAO and DDES Abatement budgets to ensure that the approved funding is not expended or encumbered until the Council takes action on Proposed Ordinance 2011-0139 that deals with DDES code enforcement/abatement work.

REASONABLENESS:
The striking amendment to Proposed Ordinance 2011-0138 reflects the changes resulting from new Executive requests and staff analysis.  Should the committee agree to these changes, the proposed ordinance, as amended, would appear to be a reasonable and prudent financial and policy decision.  

INVITED:

1. Dwight Dively, Director, Office of Performance, Strategy and Budget
2. Toni Rezab, Deputy Director, Office of Performance, Strategy and Budget

ATTACHMENTS:

1. Striking Amendment to Proposed Ordinance 2011-0138
2. Title Amendment to Proposed Ordinance 2011-0138
3. First Omnibus Supplemental Crosswalk 2011
4. Omnibus Narrative Table
5. Proposed Ordinance 2011-0138
6. Executive Transmittal Letter and attachments (fiscal notes and financial plans)
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