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STAFF REPORT
SUBJECT:
This ordinance implements the 2008 reconciliation of multiple capital funds and projects that are in need of a carryover adjustment to provide the appropriate level of budget authority in 2009.  The ordinance also reappropriates Current Expense (CX) operating revenues to provide funding for various CIP projects.  The 2010 budget adopted by the Council in November assumes passage of this ordinance, as transmitted.
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 2009-0639 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 cancelling 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 $3.37 million in CX transfers that supports various projects in the Building Repair and Replacement Fund.  
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 net effect of this CIP reconciliation process is a proposed $8.3 million increase in budget authority.  Proposed project budget decreases total $51 million, while the proposed project increases total $60.4 million.  This net increase is primarily due to the $60 million of technical adjustments necessary to align budget authority with bond anticipation note transactions that support previously approved capital projects.
Also of note, project reductions are necessary due to the weakened real estate market that accounts for $26 million of the $51 million in reductions.  A 40% reduction in the 2009 Real Estate Excise Tax (REET) mandates a $3.5 million reduction to the transfers to the parks fund and $3.5 million reduction for parks project implementation.  Additionally, $19 million of the $26 million reduction in the Road Fund is related to an anticipated drop in property sale proceeds in the real estate market.  

Overall, 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.  
The proposed ordinance includes a series of seven 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 2009 appropriation for each CIP.  
Table 1: Summary of Executive’s Proposed 2008 CIP Reconciliation Ordinance
	CIP

CATEGORY
	NO. of FUNDS
	NO. of PROJECTS
	ADOPTED 2009 CIP
	PROPOSED 2008 RECONCILIATION
	REVISED 
2009 CIP

	A. General Government CIP
	36
	165
	$140,919,578
	$41,284,456
	$182,204,034

	B. Roads CIP
	1
	43
	58,847,000
	(25,583,101)
	33,263,899 

	C. Wastewater Treatment CIP
	1
	12
	167,601,619
	(6,384,451)
	161,217,168

	D. Surface Water Management CIP
	2
	37
	15,913,468
	(926,311)
	14,987,157 

	E. Major Maintenance CIP
	1
	27
	7,564,677
	378,555
	7,943,232 

	F. Solid Waste CIP
	1
	2
	75,224,819
	0
	75,224,819 

	G. Transit CIP*
	1
	20
	529,268,384
	(450,000)
	528,818,384 

	TOTAL:
	43
	306
	$995,339,545 
	$8,319,148
	$1,003,658,693 


*The Transit CIP is a biennial budget, reflecting two years.
II. Financial Plan Review
As part of the review of Proposed Ordinance 2009-0639, staff reviewed the financial plans for the affected CIP funds.  Financial plans are current up to the adopted 2009 budget and close-out of the 2008 books; they do not reflect supplemental appropriations approved in 2009.  Typically, the Executive and/or the Council could propose using available fund balance for supplemental requests in 2009 or in the 2010 budget.  Adoption of this CIP reconciliation is assumed in the 2010 budget approved by the Council on November 23, 2009.
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.  Proposed project budget decreases total $51 million, while the proposed project increases total $60.4 million, resulting in a net total increase of $8.3 million.  The table below categorizes fund changes by the size of the change:
Table 2: Highlights of CIP Funds and Fund Balances
	FUND Change Amount
	Number of Funds
	Total Amount of Change

	Reductions:
	
	

	
Over $1,000,000
	8
	($47,442,306)

	
$250,000 to 999,999
	7
	($3,498,847)

	
$50,000 to $249,999
	1
	($51,734)

	
$0 to $49,999
	10
	($8,461)

	Total reductions
	
	($51,001,348)

	Increases:
	
	

	
$1 to $49,999
	13
	$52,849

	
$50,000 to $249,999
	0
	0

	
$250,000 to $999,999
	1
	$378,555

	
Over $1,000,000
	3
	$59,977,449

	Total increases
	
	$60,408,853


III. Analysis of Proposed CIP Reconciliation
General Fund Support of Capital Projects

This proposal will reappropriate $3.4 million in General Fund Transfers to continue support of certain Building Repair and Replacement projects.  Attachment 3 lists the 33 projects supported by the General Fund transfer.  
Capital Funds with Budget Authority Reductions

There are eight funds with reductions over $1,000,000 that total $47 million of the $51 million in total reductions, as shown in table 3 below:
Table 3: CIP Funds with Reductions Over $1,000,000
	Fund
	Fund Name
	Amount 

	3860
	Roads Construction
	($25,583,101)

	4616
	Wastewater Treatment
	($6,384,451)

	3160
	Parks, Rec, Open Space Fund
	($2,800,260)

	3490
	Parks Facility Rehab Fund
	($1,268,979)

	3681
	Real Estate Excise Tax #1
	($1,381,803)

	3682
	Real Estate Excise Tax #2
	($2,118,456)

	3310
	Long Term Lease Fund
	($4,419,522)

	3951
	Building Repair & Replacement
	($3,485,734)

	
	Total
	($47,442,306)


Roads Construction Fund  (3860)
($25,583,101)
The Executive is proposing reductions in expenditure authority for three reasons:
1. Savings resulting from lower than anticipated bids account for $7.3 million in reductions.

2. Project deferrals from 2009 to later years reduce authority by $5.8 million.

3. A $19 million reduction in planned surplus property sales, which was reviewed by the Executive Finance Committee in late September.

REET 1  (3681)
($1,381,803)

REET 2  (3682)
($2,118,456)

Due to the continued decline in the real estate market, tax revenue forecasts from the real estate excise tax have been reduced by $3.5 million.  Budget authority that is normally transferred to parks and open space projects is reduced, as shown below.

Parks, Recreation, and Open Space Fund  (3160)
($2,800,260)

Parks Facility Rehab Fund  (3490)
($1,268,979)

The proposed reduction in support from the REET funds results in reduced expenditure authority in these parks funds.  The $4 million in proposed reductions are categorized by the Executive as follows:
1. $1.45 million – Postponement until 2012 of capital project annexation incentive budget
2. $1 million – Cancellation of excess budget at completion of capital projects
3. $0.79 million – Postponement of bridge and trestle rehabilitation work and maintenance facility design work
Wastewater Treatment Fund  (4616)
($6,384,451)

The Executive is proposing reductions in ten projects that have excess budget authority that is either no longer needed or have been completed.
Long Term Leases Fund  (3310)
($4,419,522)

According to the Executive, reduced debt payments have been made possible by a recent refinancing of the King Street Building, resulting in reductions in expenditure authority.
Building Repair and Replacement Fund  (3951)
($3,485,734)

The majority of the Executive proposed cancellation in the BR&R Fund is tied to two projects.  The first is the cancellation of $1.5 million for the Lora Lake property acquisition that was a component of the Burlington Northern and Santa Fe railway proposal between the Port of Seattle and the County.  This project is no longer under consideration and is cancelled.  The second is the cancellation of $1.7 million of contingency budget for the Integrated Security Project.  This project has been completed and the expenditure authority is no longer needed.  
Capital Funds with Budget Authority Increases

Three funds are increased over $1,000,000 each:
Table 4: CIP Funds with Increases Over $1,000,000
	Fund
	Fund Name
	Amount 

	3523
	LTGO BAN Redemption Fund
	$30,188,178

	3802
	2001 BAN Proceeds Fund
	$23,635,201

	3803
	LTGO Ban Redemption 2001 Fund
	$6,154,070

	
	Total
	$59,977,449


LTGO BAN Redemption Fund  (3523)
$30,188,178
LTGO BAN Redemption 2001 Fund  (803)
$6,154,070
The Executive is proposing adjustments to pay off bond anticipation notes (BANs) that expired in 2009 with replacement bond or BAN proceeds.  This authority does not provide new or additional budget authority for bond financed capital projects previously approved by the Council.
2001 BAN Proceeds Fund  (3802)
$23,635,201
BAN proceeds are transferred from the BAN fund to the capital fund projects reliant upon BAN revenues.  When the transfer amount to reimburse the capital funds is known at year end, the equivalent budget authority is proposed in the CIP Reconciliation.  This technical correction does not increase the budget authority of the capital projects reliant upon the financing.  Examples of previously approved capital projects with BAN financing include the King County Correctional Facility Security Electronic/Jail Health Remodel project and the Chinook Building equipment.
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 2010 budget adopted by the Council on November 23 assumes adoption of this ordinance.  
ATTACHMENTS:

1. Proposed Ordinance 2009-0639
2. Transmittal Letter, dated November 19, 2009
3. CX Support for Previously Approved CIPs

INVITED
· Beth Goldberg, Interim Director, Office of Management and Budget

· Sid Bender, CIP Budget Supervisor, OMB
� 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.
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