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SUBJECT:  AN ORDINANCE changing the submittal date of the Wastewater Capital Improvement Project (CIP) reallocation report to May 15 of each year. 
UTILITIES COMMITTEE REVIEW:

The Utilities Committee reviewed Proposed Ordinance 2003-0103 on April 8th, 2003. The committee adopted two amendments. The first amendment changed the annual due date for the Wastewater CIP reallocation report to April 15th (current code has a deadline of March 15th; the Executive had requested a due date of May 15th in Proposed Ordinance 2003-0103). The second amendment added a requirement that the Executive provide information on original and revised project costs as part of the annual Wastewater CIP Reallocation Report.  The inclusion of information on original and revised project costs, in addition to information on current year appropriations and expenditures, should provide a more complete picture of how project costs are changing over time. The Utilities Committee also approved corresponding title amendments.  The Utilities Committee passed a “Do Pass Substitute--Consent” recommendation on the proposed ordinance. 
SUMMARY:  
Ordinance 2003-0103 would change the due date for the Wastewater CIP reallocation report from March 15th to May 15th of each year. The council originally adopted the March deadline to ensure that their review of reallocation report (including a status report on all Wastewater CIPs) could occur in advance of the annual sewer rate and capacity charge deliberations.  The Executive’s rationale for a May 15th deadline is that final, actual expenditure information for the prior year is not available until late March. With the existing deadline of March 15th, the reallocation report is based on estimated rather than actual expenditures. A later deadline would enable the Wastewater Treatment Division (WTD) to provide more accurate expenditure information for the CIPs.    

BACKGROUND:
King County Code Chapter 4.04.280 outlines provisions for “flexible budgeting” by WTD.  The intent is to provide flexibility to accelerate or postpone projects in response to uncontrollable events like weather and new permitting requirements, while retaining a review role for the Council. WTD is required to transmit a Wastewater Reallocation Report by March 15th that provides both a status report on implementation of all Wastewater CIPs in the adopted 6-year CIP and any requests to accelerate or postpone projects.  Councilmembers have fourteen days from the receipt of the report to raise objections to the Chair of the Budget and Fiscal Management Committee (BFM). Within thirty days of receipt of the report, the BFM Chair notifies the Executive which reallocations may proceed. 
KCC 4.04 includes similar flexible budgeting provisions that apply to Roads and Surface Water Management CIP budgeting.  The Wastewater provisions were modeled after the Roads flexible budgeting provisions. The deadlines for the Roads and Surface Water Management reallocation reports are May 1st and May 15th, respectively.  
ANALYSIS OF DEADLINE REQUEST:

Coordination of Reallocation Report Review with Annual Sewer Rate and Capacity Charge Deliberations
The King County Council is required to set the annual wastewater rate by no later than June 30th of each year.  In order to provide for thorough review, two months are needed for staff, committee, and full council review of the ordinance establishing the annual sewer rate and capacity charge.  
The Council originally adopted a March 15th deadline for the Reallocation Report to ensure that its review would not come in the midst of the annual sewer rate and capacity charge deliberations, which take place during the months of May and June. 
WTD staff typically complete a review of project expenditures and financial plan by early April in preparation for the annual rate proposal.    

Alternatives

1. Retain the March 15th Deadline
Pros:

· With this deadline, review of the reallocation request and update on CIP implementation takes place prior to annual sewer rate and capacity charge deliberations. This enables the council to complete a more focused review of the reallocation request.
· Provides a “heads-up” relatively early in the year of projects that may of significant over or under-expenditures.  
· Allows for direction on projects to be accelerated or postponed well in advance of the peak construction season. 
Cons:

· Final, actual prior-year expenditures are not available by March 15th.  This means that the update of project status is based on estimated expenditures, while the rate setting process is based on actual expenditures.  Working with two sets of numbers for the reallocation and rate setting process makes it more difficult to make “apples-to-apples” comparisons of project expenditures.
2. Adopt Proposed Ordinance 2003-0103 Changing the Deadline to May 15th 

Pros:

· Final actual expenditures should be available in time for preparation of the reallocation request and project updates.  
· The same project expenditure assumptions would be used for both the proposed reallocations and the annual rate-setting process. 

Cons: 

· The Council’s 14-day review of the re-allocation request would take place in the midst of deliberations on the annual sewer rate and capacity charge.  
· The Council would not have a preview of CIP status prior to the sewer rate and capacity charge deliberations. 

· Direction on project reallocations would occur with little lead time for the peak summer construction season.  
3. Amend Proposed Ordinance 2003-0103 to Change Deadline to April 15th (the committee preferred this approach and adopted body and title amendments to reflect a deadline of April 15th)   

Pros: 
· Final actual expenditures would be available in time for preparation of the reallocation request and project updates by an April 15th deadline. 
· By early April, Wastewater staff should have prepared an update of project expenditures in preparation for proposing the annual sewer rate and capacity charge. 
· The same project expenditure assumptions could be used for both the proposed reallocations and the annual rate-setting process. 

· The council would have a chance to review the status of Wastewater CIPs in preparation for the annual sewer rate and capacity charge deliberations. 

Cons: 

· Council would have a slightly later opportunity to review the status of Wastewater CIPs. 

REPORTING REQUIREMENTS

Current reporting requirements for the wastewater CIP reallocation report focus on reporting current year expenditures and explaining significant changes to scope, schedule, and budget from the most recent budget adopted by the council. However, many Wastewater projects are multi-year projects. A focus on a single year’s budget and expenditures can make it difficult to determine how total project scope and costs are changing over time. In order for the reallocation report to be more useful as a tool for tracking projects and flagging changes, the requirements for the annual reallocation report could be amended to require baseline information on original and revised project costs in addition to the current year expenditure information. The committee approved an amendment requiring that information on original and revised project costs be provided as part of the annual Reallocation Report. 
It should be noted that the Auditor’s Office, in response to adopted budget provisos, is conducting a review of financial management of Wastewater CIPs. They Auditor’s Office is likely to be reporting their initial findings to the council in July.  Their review could result in recommendations for changes in wastewater project reporting. The language of this amendment is general enough that it could be refined later based on recommendations from the Auditor. 
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