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REVISED STAFF REPORT
As reported out of the Capital Budget Committee

Proposed Substitute Ordinance 2006-0380 passed out of committee with a “Do Pass” recommendation.  The substitute ordinance was amended in committee by re-appropriating a SWM project, which was proposed for cancellation.  All other adjustments appeared to be technical in nature.  
SUBJECT:
This ordinance implements the 2005 reconciliation of multiple capital funds and projects that are in need of a carryover adjustment to provide the appropriate level of budget authority in 2006.  The ordinance also reappropriates Current Expense (CX) operating revenues to provide funding for various CIP projects.  
SUMMARY
King County Code (KCC) 4.04.040 requires the Executive to undertake an annual reconciliation of all Capital Improvement Projects (CIPs) by March 1 of every year.
  Proposed Ordinance 2006-0380 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 as revenue to support capital projects.  
The annual CIP reconciliation ordinance proposes both reappropriations and disappropriations for the following reasons:

· To cancel and reappropriate, if necessary, the 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 budget authority 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 end and is needed to provide the revenue backing for continuing CIP projects.  The proposed ordinance reappropriates $6.8 million in CX transfers that supports various projects in four separate funds.  
CIP fund managers have the option to cancel any completed projects in the next year’s annual budget process, thereby reallocating resources for other projects.  Most cancelled projects represented in the CIP reconciliation are due to non-activity or because no revenues are available and the fund balance cannot support the project.  This technical balancing exercise does not include new project expenditure authority.  
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 CIP reconciliation attachments, 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 2005 appropriation for each CIP.  The net effect of this CIP reconciliation process is a proposed $30.3 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 2005 CIP Reconciliation Ordinance
	CIP

CATEGORY
	NO. of FUNDS
	NO. of PROJECTS
	ADOPTED 2005 CIP
	PROPOSED 2005 RECONCILIATION
	REVISED 
2005 CIP

	A. General Government CIP
	36
	127
	$255,540,307
	($3,332,423)
	$252,207,884

	B. Roads CIP
	1
	3
	58,220,000
	(1,292,824)
	56,927,176 

	C. Wastewater Treatment CIP
	1
	15
	567,418,747
	(19,384,392)
	548,034,355

	D. Surface Water Management CIP
	2
	92
	13,236,080
	(3,493,701)
	9,742,379 

	E. Major Maintenance CIP
	2
	5
	11,990,306
	(940,639)
	11,049,667 

	F. Solid Waste CIP
	3
	10
	35,365,408
	(1,880,398)
	33,485,010 

	TOTAL:
	45
	252
	$941,770,848 
	($30,324,377)
	$911,446,471 


II. Financial Plan Review
As part of the review of Proposed Ordinance 2006-0380, staff reviewed the financial plans for the affected CIP funds.  Financial plans are current up to the adopted 2006 budget and close-out of the 2005 books; they do not reflect supplemental appropriations approved in 2006.  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 2006 or in the 2007 budget.  
Table 2: Highlights of CIP Funds and Fund Balances
	FUND
	CIP RECONCILIATION
	2006 ENDING 
FUND BALANCE

	Surface & Storm Water Mgmt. Construction (3180)
	(292,923)
	159,515

	SWM CIP Non-Bond Subfund (3292)
	(1,501,247)
	137,136

	Long Term Leases (3310)
	(1,443,623)
	1,723,202

	Airport Construction (3380)
	(322,246)
	3,250,699

	Major Maintenance Reserve Fund (3421)
	(938,896)
	529,343

	Open Space KC Non-Bond Fund Subfund (3522)
	(1,992,454)
	36,260

	Environmental Resource (3672)
	(559,987)
	25,435

	REET 1 (3681)
	(280,368)
	736,709

	OIRM Capital Fund (3771)
	(1,001,929)
	1,456,471

	Solid Waste Capital Equipment Replacement (3810)
	(1,735,144)
	7,541,635

	Road Construction (3860)
	(1,292,824)
	1,994,435

	Building Repair and Replacement Fund (3951)
	(2,467,612)
	178,792

	Wastewater Treatment (4616)
	(19,384,392)
	103,542,000


While this table reflects the projected 2006 ending balance for the CIP reconciliation in each of these funds, it does not reflect 2006 adopted supplemental ordinances or target fund balance requirements.  
III. Analysis of Proposed CIP Reconciliation
A.  GENERAL GOVERNMENT CIP – There are 36 funds and 127 projects in the General Government CIP that are being adjusted in the proposed ordinance for a net decrease in appropriation authority of $3.3 million.  The staff report highlights several of the major changes.  
Surface and Stormwater Management Construction Fund  (3180)
($292,923)
The disappropriations included in the ordinance are associated with completed projects or with changes in revenues to support the projects.  A number of administrative adjustments have been implemented to reconcile master and subprojects.  The net effect of these changes is zero.  
This fund also has a large carryover of $4.5 million.  
· The Flood Hazard Mitigation master project 047112 has a total carryover of over $2 million.  Half of this is match for grant funding and half is grant funding for purchases of repetitive loss properties.  About $1.7 million is planned to be expended by the end of 2006 for acquisitions.  

· Another $1 million carryover is for the Snoqualmie 205 Flood Hazard Reduction projects.  The planned expenditures include home elevation mitigation costs, appraisals and payments to City of Snoqualmie and the Corps of Engineers, all expected to be completed by end of 2007.  
· The balance of the carryover is for major maintenance of river facilities and floodway corridor restoration.  It is estimated that about $700,000 will be spent in 2006 for CIP feasibility planning, technical design, and monitoring/maintenance activities, as well as property acquisitions to support the Ricardi Levee Removal project.
Public Transportation Fund  (3641)
($0)
The Executive is proposing no changes or adjustments in budget authority in the Public Transportation Fund.  However, it should be noted that the fund was not in a negative fund balance status.  
Transit had two projects that would normally be cancelled due to incurring no expenditures for three years.  However, these two projects are not cancelled, but are treated as carryover items, due to an interlocal agreement obligation with the City of Seattle and property leases expenditure authority.  
1.)  Project A00473 - TDC Urban Amenities $450,000 - the appropriation supports an Interlocal Agreement with the City of Seattle. The City will install street trees and make sidewalk improvements in the Denny Triangle area.  The work is related to the transfer of development rights (TDR) from rural areas to the Denny Triangle area, which hasn't been completed as soon as expected.  
2.)  Project A009998 - Property leases $242,006 - spending occurs in operating, appropriation authority requested due to multi-year nature of leases and a need to meet code requirements related to multi-year appropriations for these projects.  

LTGO BAN Fund  (3802) 
$2,257,052
This is an adjustment to provide revenues from Bond Anticipation Notes (BANs) to previously approved projects in the Capital Improvement Fund 3951 (Building Repair and Replacement.  The county issued BANs to support several major capital projects, the largest current project being the Integrated Security Project in the King County Correctional Facility (KCCF).  Capital project expenditures occur in the Capital Improvement Fund (3951); however, the revenues are reimbursed to the projects from the BAN fund.  Upon completion of these projects, a long term bond will be sold to establish permanent financing for the projects.  
Long-Term Lease Fund  (3310)
($1,443,623)
Each year, the Budget Office builds in an increase in budget authority to cover any unanticipated costs in lease payments.  In 2005, lease costs were less than anticipated.  The proposed ordinance removes excess budget authority by canceling $655,384 that was budgeted as a contingency in the event of unexpected lease costs, $240,000 of unused King Street Center lease payment authority, and other excess budget authority.  Additional authority is cancelled because some payments budgeted in the CIP were in excess of what was needed for a mix of other county buildings rental costs– or about 2% of the total.  (The county rents space in approximately 50 buildings that contribute to this mix.)
Airport Construction Fund  (3380)
($322,246)
The Executive is proposing a total disappropriation in the Airport Construction Fund of $322,246 due to the completion or cancellation of projects.  The Executive is proposing the continuation of the $5.5 million Home and School Insulation Program.  Noise testing of homes and schools will continue with the design phase scheduled to begin in the fall of 2006.  
$100,000 is disappropriated from the Noise Program Part 161 to cancel the project.  (Executive staff notes that the original Part 150 study is completed.)  This second study was originally a placeholder for future airport restrictions.  However, the project has had no activity in three years, which qualifies the project to lapse and be cancelled.  A footnote estimates that the project cost would exceed $1 million, which includes a preliminary estimate of $370,000 to do the study and over $630,000 to implement the project.  Council staff review raised no objections to the cancellation.  
OIRM Capital Projects  (3771) 
($1,001,929)

The proposal includes four substantive reductions.  The largest reduction is $777,513 for a completed project for Public Health HIPAA Compliance.  (OMB notes that these costs were incurred in the Public Health operating budget, rather than in the CIP project.)  In addition, two projects (Superior Court Video Conference - $50,000 and LSJI Project - $174,416) are reduced because costs were supported by grants, which required expenditure authority to be isolated in the grants fund.  In addition, Project 377139 - Business Continuity Data Center Operations is reduced by $130,000.  This project was originally introduced in the Department of Executive services during project development.  Subsequently, the project was expanded as a countywide project in another project - 377120.  The disappropriation and a corresponding reappropriation moves the funding to the countywide project.  
Building Repair and Replacement Subfund 3951 
($2,467,612)
This ordinance will disappropriate budget authority for 20 completed projects with remaining balances or project cancellations.  The most significant disappropriation in this fund is the Garage Seismic/Deck Assessment Project ($717,127).  This is a double budget of a cancellation discussed below in the Major Maintenance Reserve Fund section of this report.  In addition, Project 3X5435 – Courthouse 1 & 2 lobbies – ($63,349) is disappropriated.  Both these projects have reached completion.  

Project 395145 - KCCF Mechanical Feasibility – This project was a placeholder intended to be supported by eventual energy cost savings that is recommended for a disappropriation of $1,073,422 in budget authority.  Carryover of this budget is not recommended at this time pending a reassessment of energy saving potential.  If the project moves forward, the Executive would most likely request a new supplemental appropriation.  
Project 395209 - KC Office Building Feasibility - This project included Orcas Building acquisition and related costs that were approved in prior supplemental ordinances.  Of the original $3.9 million in budget authority, approximately $500,000 remains, which is very likely to be cancelled in the 2007 Executive Proposed budget.  
Project 395547 – Transfer to CX will disappropriate $307,696 of the CX transfer.  This transfer corrects a budgeting error in which council staff assumed CX support for the PAO 7th floor renovation.  This project disappropriation does not affect CX financial plan assumptions.  
HMC Repair and Replacement Fund 3961
($799,233)

This ordinance provides for a net reduction in appropriation authority to the Harborview Medical Center Repair & Replacement fund in an amount of $799,233.  A number of projects show small changes in project budgets; however, the bulk of this net reduction in appropriation authority is primarily related to the closeout of two projects with balances remaining.  A project to build a new anesthesia office was reduced in scope with the approval of the larger bond project.  This project is completed with $422,352 remaining.  The second project was a new radiation clinic at the 401 Broadway (Pat Steele) building.  The project was completed with $272,000 remaining. Harborview cited lower costs than expected in the new building as the reason for the significant underexpenditure.  The total of approved project budgets for 2005 in the Harborview Repair & Replacement fund was in excess of $12.2 million.  
B.  ROAD FUND CIP  (3860)
$438,568
There are three projects in the Road Fund CIP that are being adjusted.  Project 100103, NE 124th Street Road Raising, did not need the full appropriation.  Consequently $274,451 is proposed to be moved to the cost model contingency project (which is the source of funds when projects exceed their budgets).  The NE 124th project will retain about $31,000 for close-out costs.  In addition, the Roads CIP Grant Contingency, Project 999998, will be disappropriated by $1,292,824.  This project provides appropriation authority for unanticipated grant revenues that may be awarded during a given year.  No such grants were received in 2005, so the expenditure authority is proposed to be zeroed out.  
C.  WASTEWATER TREATMENT CIP  (4616)
($19,384,392)
The requested decrease in budget authority is because all but one of the identified projects are complete or will be completed by the end of 2006.  According to the department, disappropriations are necessary because (a) project contingencies were not needed; (b) actual expenditures were less than projected expenditures; and (c) in the case of the Sweyolocken PS - Pump - Motors – Drives the original appropriation amounts was miscalculated.  These disappropriations will add to the year-end fund balance.  

Project 423439 - Freemont Siphon Odor Control - is being reduced by $3 million due to a change in project scope.  This project was to use a proprietary fiberglass wrapping technique to eliminate areas of trapped odorous air in the pipeline.  Further evaluation concluded that the new wrapping technique would not provide the desired outcome.  The project scope was reduced to identifying the best alternative approach.  The analysis should be complete in 2006 or early 2007 and the resulting decisions will form the basis of a new request in the subsequent budget cycle.  
D. SURFACE WATER MANAGEMENT (SWM) CIP  
($3,493,701)
There are two funds and 92 projects in the SWM CIP that are being adjusted in the proposed ordinance for a net decrease in appropriation authority of $3.4 million.  The SWM CIP reconciliation ordinance includes adjustments to the SWM CIP Non-Bond Subfund (Fund 3292) and the Open Space Non-Bond Fund (Fund 3522).  The disappropriations reflect projects that are completed, have been consolidated, or that have not received anticipated grant revenues.  
SWM CIP Non-Bond Subfund (3292)
($1,501,247)
The Water and Land Resources Division (WLRD) receives a portion of its capital funding from external grant sources, such as the King Conservation District (KCD).  Approximately half of the total disappropriation for Surface Water Management CIP can be attributed to eliminating budget authority is due to federal grant funding that was not received as budgeted or projects that are completed.  The ESA contingency projects have been used to authorize appropriation authority so that grants received throughout the year could be spent.  That reduction represents appropriation authority that is not currently backed by any revenue.  The table below highlights the larger disappropriations in the SWM CIP:

Table 3: SWM CIP: Fund 3292 SWM CIP Non-Bond Subfund CIP Reconciliation
	Project No.
	Project Name
	Amount
	Status

	0A1005
	Laughing Jacob/Rainbow
	(235,841)
	Per the Executive, this drainage project is not viable due to complications involving wetland impacts.  

	0A1801
	Agriculture Drainage Assistance Program (ADAP) Rural
	(109,672)
	Technical adjustment to the Master ADAP Project

	0J1787
	Transfer to Open Space Fund
	(218,591)
	Matching grant funds not received.

	021624
	Grant – Cedar Rapids Floodplain
	(424,000)
	Grant funding was not received as anticipated.

	0M1787
	ESA Contingency Project
	(433,821)
	Technical correction - the appropriation was budgeted twice.  

	
	TOTAL
	($1,421,925)
	


Project 0A1767 – Des Moines Creek Basin Coop - $128,376 in appropriation authority is associated with interlocal agreements between the county, the City of Des Moines and other local agencies.  Project work was expanded due to unforeseen complications related to finding arsenic in the soil and the project had to be redesigned/rescoped  to avoid seepage into the groundwater.  Expenditures were required in 2005 to meet timelines related to permitting schedules.  

Project Number 0A1005, Laughing Jacob/Rainbow drainage improvement project, is located in Council District 3 and was originally proposed in the 2003 budget.  This $235,841 drainage project is proposed for cancellation by the Executive because it has had no activity in three years and due to permitting, drainage and wetland mitigation concerns.  The funding source would be available fund balance (from SWM fees).  By canceling this project, the Executive planned to use the $235,841 to cover shortfalls in other projects.  
Council and Executive staff have identified $108,705 from other SWM projects to support Laughing Jacob/Rainbow.  The remaining $127,136 to sustain the project will come from fund balance.  Amendments have been prepared to reappropriate this project and are included as Attachments 1 and 2 to this report.  
Open Space Non-Bond Fund (3522)
($1,992,454)
The disappropriations for the Open Space CIP can be attributed to eliminating budget authority due to grant funding that was not received as budgeted or projects that are completed.  Highlights of disappropriated projects are listed in Table 4.  
Table 4: SWM CIP: Fund 3522: Open Space Non-Bond Subfund
	Project 
	Project Name
	Amount
	Status

	352401
	Bear Creek Basin
	($367,180)
	The grant expired due to unsuccessful land purchase negotiations and the balance of the project has been rescoped to acquire fewer than anticipated parcels.

	352258
	Dandy Lake
	(493,000)
	The Aquatic Lands Enhancement Account (ALEA) state grant was not received as anticipated.

	352261
	Cold Creek Natural Area
	(481,500)
	No grant proceeds were established for this project.

	352263
	Issaquah/Carey/Holder Confluence
	(135,000)
	The original $740,000 grant was not approved and WLRD has funded most of the project – all but $135 K. – through contributions from fund balance and SWM fees.  

	352333
	USFW Cedar River Acquisition
	(500,000)
	Federal funding was not granted at the level anticipated; the project was reduced from $1.5 million to $1 million.

	
	TOTAL:
	($1,976,680)
	


E.  MAJOR MAINTENANCE RESERVE FUND – MMRF  (3421)
($938,896)
The proposed ordinance will disappropriate expenditure authority due to project cancellations and completions.  The most significant disappropriation involves a $717,127 cancellation of parking garage project budget authority that is no longer needed due to demolition and replacement of the old county garage that was demolished to build the new county office building (NCOB) on the site.  An additional disappropriation of $221,516 is made to correct a budgeted transfer that is not needed to support the normal CX allocation.  
F. SOLID WASTE CIP
($1,880,398)
The 2005 budget did not include a separate CIP attachment for the Solid Waste CIP.  (Appropriations were included in the General Government CIP in 2005.)  This presentation changed in the 2006 budget process, with Solid Waste Projects accounted for separately.  For comparison purposes, the reconciliation includes Solid Waste Capital Project Funds in Attachment F to Proposed Ordinance 2006-0380.  
Solid Waste Capital Equipment Replacement Fund  (3810)
($1,735,144)
The 2005 adopted budget for this project was $2.96 million.  Actual expenditures in 2005 were $820,578, leaving a balance from 2005 of $2.13 million.  Combined with the 2006 appropriation of $787,000, the division states that it has $1,735,144 in appropriation authority more than it will need or use in 2006.  The Executive proposes that this amount be disappropriated and returned to fund balance.  $1,187,000 remains in the project which is estimated to be sufficient to complete planned repairs in 2006.  

Note:  Other disappropriations in the Solid Waste Construction Subfund (3901) and the Landfill Reserve Fund (3910) are related to completed projects.  
G. OPERATING FUND CARRYOVER 
$6,825,777

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 $6.8 million CX transfer supports the following:

Table 5: CX Transfers to the CIP

	CX Support for CIP Projects
	Amount
	Explanation

	Previously approved projects in the Building Repair and Replacement Fund (3951)
	$2,912,756
	See attached list of projects  (Attachment 5)

	Housing Opportunity Fund (3220)
	3,795,482
	This amount is to support the Jump Start Project previously approved by the council

	Parks Facilities Rehab Fund (3490)
	92,539
	Supports contingency project in the Parks Division’s CIP

	Open Space KC Non-Bond Fund Subfund (3522)
	25,000
	This is to support the Nature Consortium project previously adopted by the council

	TOTAL:
	$6,825,777
	


The largest project with designated CX support is the Jump Start Project for $3,795,482 that was previously approved by the council in the 2005 4th Quarter Omnibus.  This project will enable the County to support the acquisition and rehabilitation of unused facilities such as motels for housing homeless persons.  An additional $1,072,920 is support for the RJC Utility Cost Reduction Energy Project that was approved by the council in the 2006 budget.  This project is designed to reduce or turn off energy consuming equipment when high occupancy courtrooms and detention facilities are not fully utilized, during unoccupied periods, and during setback hours.  
REASONABLENESS
Staff has reviewed the CIP projects contained in the proposed ordinance and worked with the Budget Office, various county agencies and council central staff to assess whether the proposed changes are truly technical in nature or require a policy level decision by the Council.  The attached amendments would sustain the Laughing Jacobs/Rainbow drainage project.  It appears that the adjustments are technical in nature and therefore, adoption of the proposed ordinance, as amended, would constitute a reasonable business and policy decision.  
It should be anticipated by the council that some carryover projects not included in the CIP reconciliation ordinance will be cancelled and reappropriated within the context of the Executive’s proposed 2007 budget.  

� 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.


� The 2005 budget did not include a separate CIP attachment for the Solid Waste CIP, which was included in the general government CIP.  This representation changed in the 2006 budget.  For comparison purposes, the 2005 general government CIP has been adjusted to exclude the Solid Waste funds that are broken out as a separate line item in the table.  This information is included in Attachment F to Proposed Ordinance 2006-0380.   
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