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REVISED STAFF REPORT
SUBJECT:
This ordinance implements the 2004 reconciliation of multiple capital funds and projects that are in need of a carryover adjustment to provide the appropriate level of budget authority in 2005.  The ordinance also reappropriates Current Expense (CX) operating revenues to provide funding for various CIP projects. 

BFM COMMITTEE ACTION

On September 21st, the BFM Committee adopted a striking and title amendment to the proposed ordinance that made technical edits to the Executive’s proposed ordinance.

SUMMARY
King County Code (KCC) 4.04.040 requires the Executive to undertake an annual reconciliation of all CIPs by March 1 of every year.
  Proposed Ordinance 2005-0343 represents the annual review of all capital projects and funds to determine the appropriate level of carryover budget authority and the availability of revenues to support the projects. Based on this review, the ordinance implements adjustments to budget authority for capital projects and reappropriates CX funds earmarked to support capital projects. 
The annual CIP reconciliation ordinance proposes both reappropriations and disappropriations for the following reasons:

· To cancel and reappropriate CIP project budget authority that has lapsed due to three years of inactivity, as mandated by King County Charter Section 480.

· To match CIP project actual expenditures and revenues for all continuing CIPs and to adjust budget authority accordingly.  This can mean canceling unspent budget authority for projects completed under budget or adding additional budget authority for those over budget.  

· To reinstate operating budget authority which lapsed at fiscal year and is needed to provide the revenue backing for continuing CIP projects. The proposed ordinance reappropriates $3.8 million in CX transfers that supports various projects in three separate funds. This transfer amount results in a reduction of $105,500 to the CX financial plan reserve for CIP carryover. 

I. Summary of CIP Reconciliation Ordinance

The proposed ordinance includes a series of five attachments – one for each CIP budget. Table 1 below summarizes the individual CIPs showing the number of funds contained within each CIP and the number of projects in each CIP that are proposed to be adjusted. Also shown is the total 2004 appropriation for each CIP. The net effect of this CIP reconciliation process is a proposed $26.7 million decrease in budget authority. While this figure seems significant, the appropriation adjustments appear to be of an accounting, technical-budgeting nature. BFM staff worked with the Budget Office, various county agencies and central Council staff to assess whether the proposed changes are truly technical in nature or require a policy level decision by the Council.  
Table 1: Summary of Executive’s Proposed 2004 CIP Reconciliation Ordinance 
	CIP

CATEGORY
	NO. of FUNDS
	NO. of PROJECTS
	ADOPTED 2004 CIP
	PROPOSED 2004 RECONCILIATION
	REVISED 
2004 CIP

	A. General Government CIP
	32
	118
	$229,741,612
	 ($9,568,800)
	$220,172,812 

	B. Roads CIP
	2
	9
	49,067,000
	438,568
	$49,505,568 

	C. Wastewater Treatment CIP
	1
	22
	302,971,894
	(14,000,346)
	$288,971,548 

	D. Surface Water Management CIP
	3
	102
	10,066,980
	(3,018,422)
	$7,048,558 

	E. Major Maintenance CIP
	1
	21
	9,565,224
	(526,317)
	$9,038,907 

	TOTAL:
	39
	272
	$601,412,710 
	 ($26,675,317)
	$574,737,393


II. Financial Plan Review
As part of the review of Proposed Ordinance 2005-0343, staff reviewed the financial plans for the affected CIP funds. Financial plans are current up to the adopted 2005 budget and close-out of the 2004 books; they do not reflect supplemental appropriations approved in 2005. When viewed at the fund level, it is appears that the reconciliation process will generate additional fund balance in a number of funds.  Highlights of some of the fund balances are listed below in Table 2.  The additional fund balance is available to be programmed for new projects. Typically, the Executive and/or the Council would propose using available fund balance for supplemental requests in 2005 or in the 2006 budget. 
Table 2: Highlights of CIP Funds and Fund Balances
	FUND
	CIP RECONCILIATION
	2005 ENDING 
FUND BALANCE

	Parks, Rec and Open Space (3160)
	($144,452)
	$776,869

	Information Systems (3346)
	(50,015)
	211,525

	Airport Construction (3380)
	(427,820)
	4,410,434

	Regional Justice Center Projects (3461)
	($142,575)
	1,525,371

	Parks Facilities Rehab (3490)
	(24,427)
	177,674

	Public Transportation (3641)
	 (7,599,052)
	96,553

	OIRM Capital Fund (3771)
	(297,718)
	1,239,845

	Road Construction (3860)
	433,764
	5,375

	Solid Waste Construction Fund (3901/3903)
	(198,658)
	7,792,766

	Building Repair and Replacement Fund (3951)
	(685,029)
	387,539


III. Analysis of Proposed CIP Reconciliation
A. GENERAL GOVERNMENT CIP – There are 32 funds and 118 projects in the General Government CIP that are being adjusted in the proposed ordinance for a net decrease in appropriation authority of ($9.6 million). The staff report highlights several of the major changes.
Public Transportation Fund 3641 ($7,599,052) – The Executive is proposing a decrease of $7.6 million in budget authority in the Public Transportation Fund (3641). Most of this amount is attributed to the completion of two projects at lower-than-budgeted amounts. Expenditures for the Eastgate Park and Ride lot are anticipated to fall $3.5 million less than the budgeted amount of $26.9 million and the Federal Way Park and Ride lot costs are expected to be $4.1 million less than the amount budgeted of $17.9 million.  Both of these projects benefited from a very favorable construction climate and lower than expected utilities relocation, permitting and local jurisdiction mitigation costs.  

$3.2 million of available fund balance from this fund are proposed to be transferred from the Public Transportation Construction – Unrestricted Fund (3641) to the Public Transportation Operating Fund to address unanticipated increases in diesel fuel costs (See Proposed 3rd Quarter Omnibus Ordinances (Operating and CIP) (2005-0344 and 2005-0345).
LTGO BAN Fund 3803 $1,282,673 – This is a double-budgeting adjustment to provide revenues to previously approved projects in the Capital Improvement Fund 3951. The county issued BANs (Bond Anticipation Notes) to support several major capital projects, the largest being the Courthouse Seismic Project. Capital project expenditures occur in the Capital Improvement Fund (3951), however, the revenues are reimbursed to the projects from the BAN fund. The fund had a 2004 budget of $80,547,324 and expenditures of $81,829,997, thus the request of additional appropriation of $1,282,673. This adjustment matches revenues to previously approved expenditures.
Long-Term Lease Fund 3310 ($1,230,669) – The proposed ordinance removes excess budget authority for county lease payments. Each year, the Budget Office builds in a two percent increase in budget authority to cover any unanticipated costs in lease payments. In 2004, lease costs were less than anticipated. 
Airport Construction 3380 ($427,820) – The Executive is proposing a total disappropriation in the Airport Construction Fund of ($427,820) due to the completion or cancellation of seven projects. The Executive is also proposing to continue the $5.5 million Home and School Insulation Program which had lapsed after three years of inactivity. Noise testing of homes and schools will continue this fall with the design phase scheduled to begin in the fall of 2006.  
Table 3: Airport Construction Fund: CIP Reconciliation
	Project No.
	Project Name
	Status
	Appropriation/
Disappropriation

	001334
	Master Plan
	Complete
	(11,208)

	001346
	Master Plan Final Phase
	Complete
	(59,148)

	001349
	Water System Upgrade
	Complete
	(223,957)

	001358
	Storm Water Permit
	Complete
	(8,010)

	001394
	Bldg. Design Standards
	Complete
	(497)

	001398
	Voluntary Home Purchase
	Budget not needed – study produced by KCIA
	(25,000)

	001414
	Helipad
	Cancelled - no FAA funds available in near future
	(100,000)

	TOTAL:
	
	
	($427,820)


Solid Waste Construction Fund 3901 ($198,658) – The proposed ordinance reduces budget authority in the Solid Waste Construction Fund by just under $200,000 due to the completion of two transfer station safety improvement projects at Renton and Bow Lake.
Parks, Rec and Open Space 3160 ($144,452) – This is a disappropriation of unneeded budget authority for the East Lake Sammamish trail loan repayment to the Transit Fund. The loan payment is made from the Parks, Rec and Open Space Fund 3160 to the Transit Fund 3461.  According to current procedure, the payment is not posted to the project, but instead it is posted as a fund level general ledger transaction.  Since the transaction in 2004 did not use existing budget authority, the budget authority for the payment carried over automatically into 2005.  Therefore, the proposed ordinance removes the unnecessary budget authority.  In 2005, the Budget Office is working with the Finance Division to have the transaction posted as an expenditure to the existing project so that there will not be carryover budget authority into 2006.    

Farmland Conservation Program 3842 ($15,000) – The Executive is requesting a $15,000 reduction in appropriation authority for the Farmlink program. The Farmlink program was originally established by King County and is now run by the non-profit Cascade Harvest Coalition (CHC), which was formed in 2002.  In 2002, King County appropriated $15,000 to the program as it had in prior years in anticipation of grant funding from Snohomish County.  However, Snohomish County provided the funds directly to CHC in 2002, and this disappropriation is correcting the expenditure appropriation to match the funding sources available for this project.  

Regional Justice Center Projects 3461 ($142,576)
The Regional Justice Center fund 3461 provided the revenues to support the groundwater monitoring project (395852) which is being closed out.  This disappropriation ($142,575) represents the remaining budget authority in this groundwater monitoring transfer project.
Building Repair and Replacement Subfund 3951 ($685,029)
This ordinance will disappropriate budget authority for 11 completed projects.  The most significant disappropriation in this fund is the RJC Groundwater Monitoring Project ($370,000).  This project was required by the Department of Ecology to monitor the water quality at the Kent site for a minimum of 3 years following substantial completion of the RJC.  A corresponding Regional Justice Center Project was established in fund 3461 to transfer $370,000 to BR&R fund 3951.  However, all work by FMD staff was charged to the RJC transfer project instead of the project in 3951 ($227,425).  The project is now complete and the remaining expenditure authority is being disappropriated from both funds.
Project 3951CX will disappropriate the transfer back to CX of ($206,388).  The CIP Reconciliation ordinance adopted in November 2003 included a project to transfer $206,000 of capital fund balance to the Current Expense fund.  The amount was based on potential cost savings on the RCECC capital project.  Following adoption of the CIP Reconciliation ordinance it was found that the bond proceeds used to finance the RCECC capital project were not eligible for transfer to an operating fund.  
HMC Repair and Replacement Fund 3961 ($335,723)

Thirteen Harborview projects totaling $335,723 in fund 3961 have been completed and no longer require budget authority.  
The CIP Reconciliation Ordinance also includes two Harborview transfer projects.  The first is a cancellation of carryover project 396363 ($7,756).  This is a technical correction necessary to balance the fund financial plan.  The combination of this cancellation and the 2005 budget of $5,387 will bring the projected 2005 ending fund balance to $75.  The second transfer project is a technical correction that will cancel the transfer of $7,224 in project 696461 in the HMC Disproportionate – Research Fund
  (3964).  This correction is necessary to avoid a negative project balance.
B. ROAD FUND CIP (FUNDS 3850 & 3860) $438,568 There are 2 funds and 9 projects in the Road Fund CIP that are being adjusted. The CIP includes the Renton Maintenance Facility Fund 3850 and the County Road Construction Fund 3860. Fund 3850 contains three projects that are proposed to be adjusted for a total net increase in appropriation of $4,804. The table below highlights the changes in Fund 3860. 
Table 4: County Road Construction Fund 3860: CIP Reconciliation
	PROJECT NO.
	PROJECT NAME
	CIP REC
	STATUS
	COUNCIL DISTRICT

	100102
	84th Avenue NE Corridor Study/Design
	($15,446)
	Study is complete
	11

	101704
	Finn Hill Transportation Access
	(46,000)
	Roads’ operating budget has sufficient resources to implement the project.
	11

	200600
	Cherry Creek Bridge #50
	(20,107)
	Project was completed in October 2004. 
	3

	201400
	229th Avenue SE
	(50,000)
	A traffic signal will be installed; study no longer needed.
	12

	999386
	Cost Model Cont.
	545,210
	Additional revenues became available to replenish the contingency project.
	

	RDCW11
	Bridge Priority Maintenance
	20,107
	Construction costs of Cherry Creek bridge project were posted to Bridge Priority Maintenance in lieu of Cherry Creek Bridge #50 project. Additional appropriation is needed to replenish the maintenance project.
	3

	
	TOTAL:
	433,764
	
	


C. WASTEWATER TREATMENT CIP (FUND 4616) ($14,000,346) – The requested decrease in budget authority is due in large part to a technical adjustment to remove excess budget authority associated with the Brightwater Marine Outfall project. In the 2005 budget, the budget for this project was moved to the Brightwater Conveyance Project. The transfer of budget authority was incomplete due to the inadvertent continuation of the budget authority in the Brightwater Marine Outfall project. The necessary cancellation of $10.4 million corrects this carryover of excess budget authority from 2004 to 2005. The remaining $3.6 million cancellation of budget authority is related to the completion of 21 other projects. 
D. SURFACE WATER MANAGEMENT (SWM) CIP (FUNDS 3180, 3292 & 3522) ($3,018,422) – There are three funds and 102 projects in the SWM CIP that are being adjusted in the proposed ordinance for a net decrease in appropriation authority of ($3.0 million). The SWM CIP includes the Surface and Stormwater Management Construction Fund (Fund 3180), the SWM CIP Non-Bond Subfund (Fund 3292) and the Open Space Non-Bond Fund (Fund 3522). 

Of the total ($3.0 million) disapprpriation, the majority of that amount, $1.9 million, can be attributed to eliminating budget authority in Fund 3292 due to federal grant funding that was not received as budgeted (see Table 5 below). The Water and Land Resources (WLR) Division receives a portion of its capital funding from external sources. The ESA contingency projects have been used to authorize appropriation authority so that grants received throughout the year could be spent without the Executive requesting supplemental budget authority during the year. This reduction of ($1.9 million) represents appropriation authority that is not currently backed by any revenue. 

Table 5: SWM CIP: Fund 3292 SWM CIP Non-Bond Subfund CIP Reconciliation
	Project No.
	Project Name
	Amount
	Status

	0A1800
	ESA (Endangered Species Act) Grant Match Contingency
	(684,233)
	Federal funding not received as budgeted.

	0M1787
	ESA Contingency Project
	(1,182,104)
	Federal funding not received as budgeted.

	
	TOTAL:
	($1,866,337)
	


In the Open Space Non-Bond Fund, another ($515,095) is being disappropriated from various projects shown below in Table 6. All of these adjustments are technical in nature. 

Table 6: SWM CIP: Fund 3522: Open Space Non-Bond Subfund
	Project No.
	Project Name
	Amount
	Status

	NL0201
	Natural Lands Assets
	($210,000)
	Project was double budgeted in two funds in error, a disappropriation from this fund. Is needed.


	352200
	Non Bond Opportunity
	(165,460)
	This project is adjusted to balance the financial plan.

	352321
	Hylebos Creek Acquisition
	(135,312)
	Acquisition funding was sent from other agencies directly to the closing agent.  This appropriation is no longer needed.

	352247

352406

352312
	Green River Addition

Middle Green River B

Middle Green River
	(13,596)

13,718

(122)
	Projects related to Green River were consolidated.

	352000
	Finance Dept. Charge
	(3,060)
	

	352329
	Sugarloaf Mountain
	(1,263)
	Project is on hold pending future negotiations with land owner. This disappropriates the remaining balance in the project.

	
	TOTAL:
	($515,095)
	


E. MAJOR MAINTENANCE RESERVE FUND (MMRF) ($526,317) – The proposed ordinance will disappropriate remaining expenditure authority for 21 completed MMRF projects totaling $27,317.  
Additionally, MMRF default project (D0337D) will disappropriate ($499,000) of expenditure authority.  This disappropriation is a technical correction to correct for the inadvertent carryover of funds in 2004 to the default project.   In the 1997 budget, the MMRF fund included a $499,000 transfer project to DCFM (FMD) (project 341010) to support of a list of miscellaneous, small capital projects to be implemented from the DCFM Internal Service Fund.  Funds were never transferred to DCFM and it is no longer feasible to establish a link between the body of work and the MMRF financing.  The transfer project was closed in 2003.  The financial plan was based on the assumption that the cancellation would occur in the 2003 CIP reconciliation ordinance which did not occur.  This cancellation will reconcile the financial system to the financial plan.

F. OPERATING FUND CARRYOVER $3,865,765 - CIP budget authority does not lapse at the end of the fiscal year, however operating funds that provide revenue backing for capital projects do lapse at year end and must be carried over to support continuing CIP expenditures.  The proposed $3.8 million CX transfer supports the following:

Table 7: CX Transfers to the CIP

	CX Support for CIP Projects
	Amount
	Comment

	1. Previously approved projects in the Building Repair and Replacement Fund (3951)
	$2,297,166
	See attached list of projects z

(Attachment 5)

	2. Housing Opportunity Fund 
	1,442,958
	This amount was inadvertently not collected by the HOF in 2004.

	3. Parks Rehab Fund (3490)
	125,641
	Supports contingency project in the Parks Division’s CIP.

	TOTAL:
	$3,865,765
	


REASONABLENESS

Staff has reviewed the CIP projects contained in the proposed ordinance and worked with the Budget Office, various county agencies and central Council staff to assess whether the proposed changes are truly technical in nature or require a policy level decision by the Council.  It appears that the adjustments are technical in nature and therefore, adoption of the substitute ordinance constitutes a reasonable business and policy decision.
� Due to the challenges of the county’s financial systems and the timing of the fourteenth month, the reconciliation has not taken place within the designated timeframe and has historically been transmitted in late spring or summer.


� Disproportionate Research Fund is a fund for state intergovernmental transfer of funds limited for use on capital improvement projects dedicated to research
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