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SUBJECT
An Ordinance related to the Mental Illness and Drug Dependency Implementation Plan.
SUMMARY
Ordinance 15949 authorized a one tenth of one percent sales and use tax for the delivery of mental health, chemical dependency and therapeutic court services in King County. It required the Executive to submit oversight, implementation and evaluation plans for the programs funded with the tax revenue.  The 2008 budget ordinance included a proviso with the same requirements. The Mental Illness and Drug Dependency (MIDD) Implementation Plan and motion were transmitted to the King County Council on July 3, 2008. 

On September 8, 2008, an Ordinance to adopt a revised Mental Illness and Drug Dependency Implementation Plan was referred to the Operating Budget and Regional Policy Committees. The Operating Budget Committee received a briefing on the MIDD Evaluation Plan at its August 27, 2008 meeting.

The Regional Policy Committee meets today and may take action on the proposed legislation. There will be at least one additional Operating Budget, Fiscal Management and Select Issues Committee meeting on the proposed legislation in order for the Committee to review and discuss the Implementation Plan. It is anticipated that the proposed legislation will come before the Council on either September 29th or October 6th. 

Proposed Ordinance 2008-0489 adopts the MIDD Implementation Plan. The proposed ordinance also:

1. Asks the Oversight Committee to prose a process for reviewing and considering new programs and strategies 
2. Establishes a new strategies reserve to fund new strategies

3. Outlines the new strategies reserve’s policies
BACKGROUND
Motion 12320 directed the Executive to complete a plan that would address the issues noted above, with the intent of building on previous Council directed steps to reduce growth of the criminal justice costs such as Adult Justice Operational Master Plan (AJOMP), Juvenile Justice Operational Master Plan. The Executive’s plan was also to include a proposal for funding the activities. The subsequent MIDD Action Plan was accepted by the Council in October of 2007. 

In 2005, the Washington State Legislature authorized counties to levy one tenth of one percent sales tax to be used solely for new or expanded mental health and chemical dependency treatment services and therapeutic courts. This law was amended in 2008 to state that moneys collected under the county-authorized sales and use tax for mental health and chemical dependency services and therapeutic courts could also be used for housing that is a component of a coordinated chemical dependency or mental health treatment program or service.  

On November 15, 2007, the council authorized the one-tenth of one percent sales and use tax for the delivery of mental health and chemical dependency services and therapeutic court services, creating a dedicated fund source for the services and system improvements identified in the MIDD Action Plan.  Ordinance 15949 detailed the required steps to be completed in advance of expenditure of the revenues.

With the adoption of Ordinance 15949 authorizing the sales tax, the Council also established a policy framework to ensure that the five following policy goals are met by the sales tax funded programs: 

1. A reduction of the number of mentally ill and chemically dependent individuals using costly interventions like jail, emergency rooms and hospitals;

2. A reduction of the number of people who recycle through the jail, returning repeatedly as a result of their mental illness or chemical dependency;

3. A reduction of the incidence and severity of chemical dependency and mental and emotional disorders in youth and adults;

4. Diversion of mentally ill and chemically dependent youth and adults from initial or further justice system involvement; and

5. Explicit linkage with, and furthering the work of, other council directed efforts including, the adult and juvenile justice operational master plans, the Plan to End Homelessness, the Veterans and Human Services Levy Services Improvement Plan and the county Recovery Plan

Key MIDD Facts

1. Current estimates suggest that the tax will generate $50 million annually.
2. The tax became effective on April 1, 2008.

3. The tax expires on January 1, 2017. State statute does not establish an expiration date for this tax; it was established by the Council via Ordinance 15949.

4. The MIDD Oversight Committee was established by Ordinance 16077 on April 28, 2008.

Purpose and Summary of the MIDD Implementation Plan

The Council intended for the Implementation Plan to expand on the initial MIDD Action Plan by providing additional important details on the services and programs of the MIDD strategies. Ordinance 15949 provided specific direction on the creation of, and elements to be included in the MIDD Implementation Plan. The Implementation Plan was to be developed in collaboration with the oversight group and was to include or address the following specific areas:

· A discussion of needed resources, including staff, information and provider contracts

· A schedule of the implementation of programs and services outlined in the Mental Illness and Drug Dependency Action Plan

· A revised 2008 spending plan 

· A revised 2008 financial plan

· Milestones for implementation of the programs  

· Proposals for MIDD funding for adult drug diversion court  and how to integrate programs that support specialized mental health or substance abuse counseling, therapy and support groups for victims of sexual assault, victims of domestic violence and children exposed to domestic violence, provided by or in collaboration with recognized sexual assault and domestic violence services providers
In order for spending to commence on any one of the MIDD programs in 2008, the Council must approve the Implementation Plan and Evaluation Plan. As established in Ordinance 15949, the Council set aside this review period for analysis and consideration of the MIDD strategies
ANALYSIS
1. Why an Ordinance?
Ordinance 15949 calls for the Executive to transmit oversight, implementation and evaluation plans to the Council for approval by motion. The Executive submitted the MIDD Implementation Plan and motion to adopt the Plan on July 3, 2008. 

The MIDD tax and the programs and strategies it funds will have far reaching impacts throughout the county. Accordingly, there is a need to assure policymakers and stakeholders that the programs and strategies are implemented as described and planned. 

The three key factors driving the need for a greater level of assurance and accountability that an ordinance would provide are:  

A. The MIDD sales tax will bring the largest infusion of new human service funds into King County in decades. 

B. Thousands of county residents could receive critical mental health, substance abuse and therapeutic court services through dozens of new or expanded programs funded by the MIDD revenue. 

C. Stakeholders and community partners have worked with the County for over two years to develop the programs and strategies of the Implementation Plan; and the MIDD strategies are intended to work together for maximum system-wide benefit.  
A motion is a statement by the Council that does not carry the force of law
, where as an ordinance does have the force of law.  Adopting the Plan by ordinance provides for a greater level of accountability for the MIDD programs than a motion could. It also responds to a high degree of interest in the MIDD tax and its programs and strategies on the part of the Council and its community partners.

By way of comparison, the Veterans and Human Services Service Improvement Plan and its allocation plan were also adopted by ordinance (15632) in 2006.

2. What Does the Ordinance Do?
Proposed Ordinance 2008-0489 adopts the revised Implementation Plan. The ordinance also proposes changes to certain elements of the MIDD. The changes affected by the proposed ordinance are outlined in Table 1.
TABLE 1

	Proposed Ordinance 2008-0489
	Effect

	A. Adopts Revised Implementation Plan; Specifies expenditures to be made according to Implementation/Spending Plan: Expenditures from the mental illness and drug dependency fund shall occur as specified by the Implementation Plan/Spending plan
	1. Assures stakeholders and policymakers that programs and strategies will move forward as budgeted and scheduled
2. Prevents reallocation of funds between programs or reserves

	B. Asks the Oversight Committee to develop and propose a new strategies process: The Oversight Committee shall propose a process and a schedule for new programs and strategies to be considered for funding by the sales tax revenue.  The process and schedule shall:
1. Be easily accessible and transparent to the potential proposers of new programs and strategies ;
2.  Provide clear and simple directions for the potential proposers of new programs and strategies ;
3. Specify the key elements required in any proposal or request for funding;
4. Include a schedule and timeline for the proposal process; and
5. Provide at least two dates during the calendar year when new strategies and any necessary supplemental appropriation ordinances would be sent to the council for consideration.  
6. Until council action on the oversight committee's recommendation for a new strategy process, persons or organizations seeking consideration of new strategies funded by the sales tax revenue shall submit such requests to the oversight committee co-chairs. These requests shall then be forwarded by the co-chairs to executive and council staff.
	1. Acknowledges that the programs and strategies  in the Implementation Plan are not fixed
2. Enables new MIDD programs and strategies  to be considered and included

3. Provides for the creation of process whereby new strategies may be brought forward for consideration and funding
4. Engages Oversight Committee in designing  the proposed process, utilizing the group’s expertise and knowledge
5. Identifies the key elements that the new strategies process must contain, emphasizing “user friendly” aspects for the future process

6. Specifies that there are two points during the calendar year when new strategies may be brought forward to the Council for consideration/funding. 
7. Establishes the Oversight Committee Co-Chairs as the interim point of contact for persons or organizations interested in receiving MIDD funds for a new strategy or program until the new strategy process has been acted on by the Council

	C. Establishes a New Strategy Reserve for the MIDD fund. In order to reserve funds for new strategies not currently specified in the implementation plan, a new strategy reserve is hereby created in the mental illness and drug dependency fund.  The purpose of this reserve is to fund new programs and strategies that meet the county's policy goals established in Ordinance 15949.
	Creates a reserve to fund future new strategies.

	D. Outlines policies for using New Strategy Reserve: Mental Illness and Drug Dependency programs or strategies that are funded from the new strategy reserve shall receive funding from the reserve for two full years, during which time, these programs and strategies shall be reviewed as part of the annual evaluation cycles. After the initial two year period, the new programs and strategies shall be subject to expansion, revision or elimination.

1. The new strategy reserve shall be limited to five million dollars.

2. The new strategy reserve shall be initially funded in 2008 by:
a. allocating one million eight hundred thousand dollars of the Mental Illness and Drug Dependency fund’s revenue stabilization reserve to the new strategy reserve; and
b. allocating seven hundred thousand dollars of the Mental Illness and Drug Dependency fund's 2008 revenue.

3. In 2009 by allocating up to two million seven hundred thousand dollars of the Mental Illness and Drug Dependency fund's 2008 ending undesignated fund balance to the new strategy reserve at the end of the 2008 fiscal year.

4. In 2010 and beyond, the new strategy reserve will be replenished on an annual basis by allocating up to one half of the Mental Illness and Drug Dependency fund's previous ending year's undesignated fund balance at to the reserve until the five million dollars limit is reached.
	1. Provides for new programs and strategies to be funded for an initial two years

2. Specifies that new programs and strategies will be reviewed during their first two years per the evaluation cycles
3. States that after the first two years of funds and evaluations, the new programs and strategies may be expanded, revised or eliminated
4. Sets a $ 5.0 million cap of the new strategies reserve 
5. Finances new strategy reserve with additional and reprogrammed revenue 



3. What the Ordinance Doesn’t Do
Ordinance 2008-0489 does not propose changes in the individual implementation plans or schedules to any of the 35 specific strategies initially proposed in the July 3, 2008 Implementation Plan. 

The initial Implementation Plan proposed by the Executive recommends utilizing $18 million of unspent 2008 MIDD funds for a new housing strategy. This strategy would include housing development capital and rental assistance/subsidies. It is initially estimated that about $13 million would be used for housing development and $5 million would be allocated to rental assistance/subsidies. Proposed Ordinance 2008-0489 does not recommend changes to the housing strategy as proposed by the Executive.
4. The New Strategies Reserve
Proposed Ordinance 2008-0489 proposes the establishment of a new strategies reserve. This reserve would be used to fund new MIDD initiatives. The proposed ordinance recommends financing the new strategies reserve by a) utilizing additional revenue; b) by reallocating portions of other reserves and; c) by applying undesignated fund balance.
The recommended budget and funding levels of the 35 individual strategies are not affected by the establishment of the new strategies reserve.
The MIDD fund was established during the 2008 county budget process. The 2008 adopted MIDD fund financial plan created a revenue stabilization reserve for the fund. The purpose of the reserve is to offset fluctuations in revenue collection during economic swings, protecting MIDD programs from potential reductions in years when revenue might fall below projected levels. The Executive proposed that a minimum of $2.0 million would be set aside annually until the $10.0 million level of the stabilization reserve had been reached. 

Due to higher than expected revenue collections in 2008, the Office of Management and Budget projects that $1.8 million more could be added to the revenue stabilization reserve in 2008 (Attachment 3). Adding $1.8 million of “extra” revenue to the planned $2.0 million has the effect of building up the revenue stabilization reserves to the $10 million cap sooner. 

5. Potential Changes to MIDD Ordinances 15949 and 16077
Ordinance 15949 imposed the sales tax and established requirements for quarterly and annual reporting.  It also gave direction to the Executive on the submission of the annual spending plans. Ordinance 16077 established the Oversight Committee and its powers and duties. Some provisions of proposed Ordinance 2008-0489 may require amendments to these two ordinances.  

For example, Proposed Ordinance 2008-0489 would add elements to the quarterly and annual reports that are not specified in Ordinance 15949.   In another example, Proposed Ordinance 2008-0489 would require the Oversight Committee to propose a process for considering new strategies.  This creates an additional duty for the committee that is not specified in Ordinance 16077. In addition, amendments may be appropriate to specify the timing and process for transmitting subsequent year’s spending plans. 

Legal review of these drafting issues is underway by the Office of the Prosecuting Attorney and the Council’s legal counsel.  If it is determined that the provisions of Proposed Ordinance 2008-0489 should include amendments to these existing ordinances, such amendments could be offered at the September 24, 2008 Operating Budget, Fiscal Management and Select Issues Committee meeting.  
6. 2008 MIDD Financial Plan
At the August 27, 2008 Operating Budget Committee meeting, a number of questions arose about the MIDD financial plan. In particular, members wanted to know how, when spending $18 million on housing, there could be a $16.4 million beginning fund balance in 2009. 

Table 2 below summarizes 2008 revenues, expenditure and fund balances as shown in the revised financial plan (Attachment 2).  

TABLE 2.
	2008 Adopted MIDD Appropriation 
	$22,211,605 

	
	

	2008 Estimated MIDD Revenues
	38,618,000

	2008 Estimated Operating Expenditures
	(10,614,156)

	2008 Estimated Housing Expenditures 
	(11,597,449)

	 
	 

	TOTAL 2008 Estimated Expenditures
	(22,211,605)

	 
	 

	2008 ENDING FUND BALANCE/2009 BEGINNING FUND BALANCE
	$16,406,395 


Please note the following:

A. The $18 million in proposed housing expenditures will not all occur in 2008. 

B. Given the $22.2 million appropriation limit and $10.6 million in estimated 2008 operating expenditures, there is only $11.5 million of appropriation authority available to utilize for housing. 

C. The balance of the $18 million set aside for housing, $6.4 million, would be available for expenditure in 2009.

Table 3 summarizes the housing expenditures over 2008 and 2009.

	TABLE 3.
	

	2008 Estimated Housing Expenditures
	$11,597,449

	2009 Reserve for Housing
	6,402,551

	HOUSING TOTAL 2008/2009
	$18,000,000


REASONABLENESS

The proposed legislation is not ready for Committee action at this time.  Staff analysis is continuing. 

INVITED
· Amnon Shoenfeld, Division Director, Mental Health, Chemical Abuse and Dependency Services Division, Department of Community and Human Services
ATTACHMENTS
1. Proposed Ordinance 2008-0489 and Revised Mental Illness and Drug Dependency Implementation Plan, September 2, 2008
2. Revised Mental Illness and Drug Dependency Fund Financial Plan, September 5, 2008
3. “A Gravely Disabled Mental Health Care System” by Carol Smith, Seattle Post Intelligencer, September 8, 2008

� King County Charter, Article 2, Section 240
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