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REVISED STAFF REPORT
Proposed Ordinance 2012-0457 passed out of the Budget and Fiscal Management committee on December 4, 2012, with a Do Pass Substitute recommendation, expedited for Council consideration on Monday, December 10.  The proposed ordinance was amended to remove two items unrelated to 2011 CIP Revenue Verification, continue appropriation authority for a revenue-backed EMS project, cancel appropriation authority for an omitted completed Parks project, and increase the disappropriation amount for the discontinued South Regional Maintenance Facility project which had larger budget authority remaining than was originally proposed for disappropriation.

SUBJECT:

Proposed Ordinance 2012-0457 is the annual 2011 revenue verification of multiple capital funds and projects that are in need of a carryover adjustment to provide the appropriate level of budget authority in 2012.    
SUMMARY
This proposed ordinance is Part Two of the annual Capital Improvement Program (CIP) Revenue Verification process, which was divided into two ordinances this year.  The net effect of this CIP reconciliation process is a proposed $18.1 million decrease in budget authority, which includes $20.7 million in decreases and $2.6 million in increases.

Proposed project disappropriations are largely due to completion of projects or cancellation of unneeded appropriation authority for grant contingencies.  Approximately 85 percent, or $17.6 million of the decreases are due to activity in five funds, including $9.6 million in project cancellations in the Roads budget and $4.3 million in cancellations of excess budget for completed projects in the Wastewater Treatment Division.

Overall, the appropriation requests appear to be technical accounting adjustments.  Council staff worked with the Office of Performance, Strategy and Budget to assess whether the proposed changes are technical in nature or require a policy level decision by the Council.  
There is a proposed amendment to remove two items unrelated to 2011 revenue verification and reappropriate one project that is in need of continuing appropriation authority.
BACKGROUND

King County Code (KCC) 4.04.040 requires the Executive to undertake an annual revenue verification of all Capital Improvement Projects (CIPs) by March 1 of every year.
  Based on this review, the annual revenue verification ordinance implements adjustments to budget authority for capital projects and reappropriates General Fund (GF) funds earmarked as revenue to support capital projects.  
This year, revenue verification was divided into two parts, with the first part adopted by the Council in June 2012 (Ordinance 17349).  Ordinance 17349 appropriated $7.6 million of 2011 General Fund budget authority for General Fund-supported projects automatically carried over to 2012, and reappropriated funds needed for 16 projects that would otherwise lapse due to three years of inactivity.
Proposed Ordinance 2012-0457 is the second part of revenue verification for 2011, comprising the less time sensitive projects. 
The annual CIP reconciliation ordinance proposes both reappropriations and disappropriations for the following reasons:

· To cancel and reappropriate the CIP project budget authority that has lapsed due to three years of inactivity, as mandated by King County Charter Section 480, for projects the Executive plans to continue.  
· To match CIP project budget authority and revenues for all continuing CIPs and to adjust budget authority accordingly.  This can mean cancelling unspent budget authority for projects completed under budget, inactive projects, or projects for which revenues are no longer available.  Or additional budget authority might be added for projects over budget.
· To reinstate operating budget authority which lapsed at fiscal year end that is needed to provide revenue backing for continuing CIP projects.  As mentioned above, this was covered in Ordinance 17349.
This technical balancing exercise does not include requests for expenditure authority for new projects.  
I. Summary of CIP Reconciliation Ordinance

Proposed Ordinance 2012-0457 contains 113 project budget requests.  Proposed project budget decreases total $20.7 million, while the proposed project increases total $2.6 million, resulting in a net decrease of $18.1 million.  

Generally, the project disappropriations in this year’s revenue verification process are proposed due to completion of projects or to cancel unneeded appropriation authority for grants.  Overall, the appropriation adjustments appear to be technical in nature, which is the purpose of the revenue verification process.    
The proposed ordinance includes a series of seven attachments – one for each CIP budget.  Table 1 below summarizes the attachments, showing the number of funds contained within each CIP budget and the number of projects in each CIP that are proposed to be adjusted.  Also shown is the total 2012 appropriation for each CIP.  
Table 1: Summary of Executive’s Proposed 2011 CIP Revenue Verification Ordinance Part 2
	CIP

Category
	No. of Funds
	No. of Projects
	Adjusted 2012 CIP*
	Proposed 2011 Reconciliation
	Revised 
2012 CIP

	A. General Government
	19
	71
	              $158,117,181 
	($3,241,124)
	$154,876,057 

	B. Wastewater Treatment
	1
	10
	              $211,949,631 
	($4,319,035)
	$207,630,596 

	C. Surface Water Management
	2
	7
	                $8,997,002 
	($96,914)
	$8,900,088 

	D. Major Maintenance
	1
	2
	                $9,044,224 
	($0)
	$9,044,224 

	E. Solid Waste
	2
	4
	                 $3,483,265
	($232,346)
	$3,250,919 

	F. Roads**
	1
	13
	                           $91,781,707 
	($8,186,363)
	$83,595,344 

	G. Public Transportation**
	2
	6
	              $375,332,558 
	($2,031,716)
	$373,300,842 

	TOTAL:
	28
	113
	$858,705,568 
	($18,107,498)
	$840,598,070 


*Reflects adopted 2012 budget and 2012 supplemental appropriations approved by the Council.

**Biennial budget, reflecting two years.
II. Financial Plan Review
As part of the review of Proposed Ordinance 2012-0457, staff reviewed the financial plans for the affected CIP funds.  Financial plans are current up to the adopted 2012 budget and close-out of the 2011 books; they do not reflect supplemental appropriations approved in 2012.  However, some of the 2012 financial plans such as Roads Services Division and Wastewater Treatment Division submitted with the 2013 budget assumed the changes contained in this proposed ordinance.  Typically, the Executive and/or the Council could propose using available fund balance for supplemental requests in 2012 or in the 2013 budget.  
As noted in the summary, the annual review of capital funds determines carryover budget amounts and supporting revenue availability.  The budget authority is changed to match expenditure patterns, revenue shortfalls, or to correct the current year budget.  Table 2 below categorizes fund changes by the size of the change.  
A net decrease in project appropriation authority in a fund does not mean there is additional fund balance available for new projects; many changes are a result of changes in the anticipated revenue to support expenditures, such as when a grant contingency no longer needs a certain amount of appropriation authority.
Table 2: Summary of Net Changes in Funds
	Net Fund Level Change
	Number of Funds 
	Total Change

	Reduction > ($1,000,000)
	5
	($17,562,916)

	($999,999)-($250,000)
	1
	($330,091)

	($249,999)-($50,000)
	8
	($869,436)

	($49,999)-$0
	9
	($126,949)

	$1-49,999
	4
	$41,897

	$50,000-$249,999
	0
	$0

	$250,000 - $999,999
	1
	$739,997

	Total All Funds 
	28
	($18,107,498)


III. Analysis of Proposed CIP Reconciliation
Highlights from Capital Funds with Budget Authority Reductions

There are five funds with a disappropriation request greater than $1 million, shown in Table 3 below.  


Table 3.  Funds with disappropriation requests greater than $1 million

	Fund
	Fund Name
	 Net Change 

	3860
	Roads Construction
	($8,186,363)

	4616
	Wastewater Treatment Capital
	($4,319,035)

	3310
	Long Term Lease
	($2,040,851)

	3850
	Renton Maintenance Facility
	($2,007,596)

	3842
	Agriculture Preservation
	($1,009,071)


Approximately 85 percent, or $17.6 million, of the decreases in Proposed Ordinance 2012-0457 are due to activity in these five funds, discussed further below.

Roads Construction Fund 3860 – ($8,186,363)
There are $9.6 million in proposed disappropriations for the Roads Construction Fund.  This amount includes $6 million in planned decreases to meet revenue shortfalls, including a $3.5 million reduction in countywide overlay, $2 million reduction in cost model contingency (a pooled project contingency for Roads), and $858,664 for Bear Creek Bridge
.
In addition, there are reductions in unneeded annual grant contingency ($1.5 million), projects completed and closed under budget ($800,000), cancellation of work due to annexation ($517,000), cancellation of unneeded authority for a One Percent for Art project ($300,000), and cancellation of a project that did not receive a grant and has insufficient funding to continue ($103,000 in 2011 for a $3.5 million project).
The proposed changes are assumed in the 2012 Roads Services Division financial plan, and many were discussed previously as part of the Council’s more thorough review of the Roads Services Division budget. 
Wastewater Treatment Capital 4616 – ($4,319,035)
The Wastewater Treatment Division had 10 completed projects with $4.3 million in remaining budget authority proposed for disappropriation.  The largest of these is $1.8 million for the Hidden Lake Pump Station/Boeing Creek Trunk.  A rebid reduced the total budget of the project. For the next largest disappropriation, investigative work for the Norfolk Regulator Station ($891,486) was conducted with no further action needed; it is being closed out after three years of inactivity.
Disappropriations do not always indicate a project has been closed out under budget. The excess budget authority in the case of Carnation Treatment Plant ($371,939) and Chinook Wetlands Enhancement ($46,000) came from projects that were over budget, but due to flexible budgeting had additional funding with an amount leftover for disappropriation when the projects were completed.   
The proposed changes are assumed in the 2012 WTD financial plan.

Long Term Lease Fund 3310 - ($2,040,851)
This disappropriation is an annual occurrence in the revenue verification process to remove excess budget authority for lease payments in the prior year.  The majority of this disappropriation is due to lease payments on the Pat Steel Building being $1.5 million less than budgeted, plus other lease savings and unneeded contingency.  
Renton Maintenance Facility 3850 – ($2,007,596)

There is a $2 million disappropriation to cancel the project for the South Regional Maintenance Facility.  This proposed cancellation is due to the termination of the Summit Pit sale; had the sale gone forward, a new facility would have been built to replace the existing facility at Summit Pit.  
Agriculture Preservation 3842 – ($1,009,071)

Ordinance 17228 closed this fund at the end of 2011. The remaining cash balance was transferred to the Farmland and Open Space Acquisition fund.  This disappropriation eliminates remaining grant contingency appropriation authority.  Future grants for the King County Agriculture Program will be handled with grant contingency for Open Space Non-Bond Fund 3522.
Highlights from Capital Funds with Budget Authority Increases

Proposed Ordinance 2012-0457 contains no funds with net proposed budget increases of greater than $1 million.  The two largest requests for increases are described below.
General Government CIP, Fund 3805 Building Construction Improvement 2003 BAN, Transfer to 3951 Project 1046141 - $739,997
Project 1046141 is a project to address water-related storm damage at the Youth Service Center including floor replacement, removal of mold-damaged interior walls, and electrical repairs to elevator circuit boards.  The General Fund paid for part of the repairs.  Insurance that was expected to cover the remaining repairs did not come through.  The project is a permissible comparable use for the BAN funds, so that fund is proposed to cover the balance.

Roads Capital Improvement Program, Fund 3860 Roads Construction, CIP Bond Debt Payment - $1,357,870
The Build America Bonds for Novelty Hill Road required payment up front, with a rebate to follow.  Therefore, funds were needed to pay for the project.  The rebate will recover this cost.  The proposed ordinance contained amounts for both 2011 and 2012.  There is a proposed amendment that would remove the 2012 amount, to allow it to be handled in an ordinance separate from the 2011 revenue verification process.  The remaining request for 2011 as proposed in the amendment is $599,975.
AMENDMENT FROM COMMITTEE
There was an amendment in committee to remove two items unrelated to 2011 revenue verification, re-appropriate a revenue-backed EMS project that is in need of continuing appropriation authority, remove appropriation authority for a completed Parks project, and decrease excess appropriation authority for the South Regional Maintenance Facility project.  Details of the amendment are as follows:
1) Removal of MMRF ordinance correction – The proposed ordinance sought to correct an attachment omission from Ordinance 17414 for the KCCF HVAC project.  This item was removed as it does not pertain to 2011 CIP revenue verification, and was handled in a supplemental omnibus ordinance that also passed out of committee on December 4, 2012.
2) As discussed in the section above on proposed increases, the Roads CIP proposes $1,357,870 for Build America Bonds that include 2011 and 2012.  The amendment removed $757,895, which is the 2012 portion, with a remaining request of $599,975.  The amount for 2012 would need to be addressed in future legislation, such as the 2012 revenue verification ordinance.
3) The amendment re-appropriated $219,876 for Project 377216 CBD/CAD Integration, an information technology project for Emergency Medical Services (EMS) in Fund 3771 KCIT Capital Projects.  The proposed ordinance has the project slated for dis-appropriation due to three years of inactivity.  
The project was originally appropriated to create a computer assisted dispatch (CAD) system interface with the Port of Seattle.  The project was re-scoped through the Project Review Board to create an interface with the NorCom Call Center instead.  Although the county work has been completed, NorCom encountered problems with their interface that should be resolved by around July 2013.  Current estimates are about $36,000, but costs could also escalate slightly.  The work is revenue supported by the current EMS levy that concludes at the end of 2013.  EMS would like the expenditure authority to continue through the end of 2013 to complete this on-going project.  
4) An addition to the amendment that was made in committee disappropriated $40,690 in Fund 3160 Parks & Recreation – Open Space Construction, for Project #316926 Cedar River Trail Paving, which was completed but inadvertently omitted from the proposed ordinance.

5) Another addition to the amendment that was made in committee disappropriated $550,000 in Fund 3850 Renton Maintenance Facility to further reduce the appropriation authority for Project #1111817 South Regional Maintenance Facility.  The project is in the process of being cancelled.  There will be about $50,000 remaining in the project for any remaining labor costs.
REASONABLENESS
Staff has reviewed the CIP projects contained in the proposed ordinance and worked with the Office of Performance, Strategy and Budget and Council central staff to assess whether the proposed changes are truly technical in nature or require a policy level decision by the Council.  At this time, no substantive issues have been identified unless Councilmembers have any further questions.  As such, it would be a reasonable and prudent business decision for the committee to take action on Proposed Ordinance 2012-0457 along with the proposed amendment.

� 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.


� Coverage for the $6 million revenue shortfall in Roads includes $500,000 from Bear Creek.  The disappropriation of $858,664 reflects the final amount to close out the remaining appropriation in this project.






