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REVISED STAFF REPORT

As reported out of the Budget and Fiscal Management Committee

Proposed Ordinance 2002-0260.1 was voted out of Committee with a do pass recommendation on July 24, 2002.  This ordinance requires that a 10-day advertising period be met prior to it coming before the Council for final action.   

SUBJECT:
This ordinance increases the fee for filing a mandatory arbitration case in Superior Court from $120 to $220.
SUMMARY:
 

Recent action by the State Legislature allows for an increase in the fee for filing a mandatory arbitration case in Superior Court, from $120 to $220.  The State Legislature’s action has also made provision of the program mandatory in King County.  A filing fee increase to $220 would allow the mandatory arbitration program in King County to fully recover costs.
BACKGROUND:
The mandatory arbitration program, established under state statute and local court rules in King County in 1980, is operated by the Superior Court to give those involved in civil cases that meet certain criteria an alternative to the normal Court procedures for adjudicating civil disputes.  Under this program, litigants agree to work in a less formal process that uses private arbitrators rather than judicial officers in resolving disputes.  Once parties enter into mandatory arbitration, they can at any time file their case de novo to have the process revert to the normal civil process.  By statute, any civil non-domestic case that is at issue in Superior Court where $35,000 or less is the sole relief sought is required to arbitrate.  

While the King County Superior Court has operated the mandatory arbitration program since 1980, it was not until 2000 that the State Legislature authorized a fee for filing a mandatory arbitration case that would allow the County to defray some of the costs of the program.  Through Ordinance 13842, adopted on May 8, 2000, the King County Council established a mandatory arbitration filing fee of $120, the limit established by the State Legislature under RCW 36.18.016.  At the time that this fee was adopted, the Budget Office estimated that the cost to the County of filing a mandatory arbitration case was $209, $89 more than the allowable fee.  The Council adopted this fee and provided supplemental budget authority to the Superior Court for the program after rejecting the Superior Court’s proposal to eliminate the program in order to meet reductions in revenues associated with the passage of Initiative 695.
ANALYSIS:
In March 2002, the State Legislature passed Substitute House Bill 2754 which, among other things, amended RCW 36.18.016 to increase the allowable fee for filing a mandatory arbitration case from $120 to $220.  RCW 36.18.016 requires any fee increase to be established by authority of local ordinance.  The statute also requires that any revenues derived from the fee “shall be used solely to offset the cost of the mandatory arbitration program”.  In addition, SHB 2754 amended RCW 7.06.010 to require counties with populations over 150,000 to provide mandatory arbitration programs.  Previously, mandatory arbitration programs were authorized in counties over 70,000 population by a majority vote of the Superior Court judges or the county legislative authority.
Roughly 1,800 mandatory arbitration cases are filed each year in King County Superior Court.  The program is administered with 2.50 FTEs who monitor the cases and coordinate with 1,100 active arbitrators.  By statute, an arbitrator is reimbursed for time spent on a case at the same rate and in the same manner as pro tem judges.  The average cost per case is currently estimated to be $212.  The program’s total costs are roughly $380,000 per year, while revenues are roughly $215,000 per year.  With the fee increase, annual total revenues will be roughly $395,000, bringing total revenues for the program closely in line with total costs.  If fee collections are in excess of programs costs, those revenues would be banked to offset future costs of the program.  If fee collections fall short of the program costs, the banked fees or revenues from the current expense fund would make up the difference. 

Since the fee increase will be effective for only half of this year, it is estimated that the revenues for 2002 will fall short of expenditures by roughly $10,000.  The shortfall for 2001 was nearly $70,000.
REASONABLENESS:
Given that the proposed fee increase would allow the mandatory arbitration program to more fully recover costs, increasing the fee for filing a mandatory arbitration case would be reasonable business decision.
INVITED:
· Steve Call, Director, Office of Budget

· Claudia Olney, Deputy Chief Administrative Officer, Superior Court

ATTACHMENTS:
1. Substitute House Bill 2574 with cover memorandum from Claudia Olney
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