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SUBJECT

An ordinance relating to the provision of regional animal services, authorizing the executive to enter into an interlocal agreement, Enhanced Control Services Contract and Licensing Support Contract with cities and towns in King County for the provision of regional animal services.
SUMMARY

The proposed ordinance would allow the Executive to enter into an interlocal agreement (ILA) with cities in King County for animal control services (officers in the field responding to events), shelter services and pet licensing services. Cities may also choose to pay for Enhanced Control Services. The term of the new ILA is three years, with services beginning January 1, 2013, and an option to renew for two additional years. As of May 21 of this year, 25 cities have sent the County nonbinding letters of commitment indicating their willingness to participate in the new ILA. Cities cannot terminate the ILA for convenience. 

The ILA has a new formula for cost allocation that uses population (20 percent) and usage (80 percent). Three types of subsidies are offered to certain jurisdictions using specified criteria, in order to "mitigate impacts of the cost allocation model". Cities must pass animal codes and fees similar to King County's (and as County Code may be amended in the future) while cities retain independent enforcement authority.
BACKGROUND

The County Council has been actively engaged in oversight of animal services for a number of years. In June of 2010 the County created a partnership with 27 cities within the County called Regional Animal Serviced of King County (RASKC). In the end, 26 cities decided to participate. The policies adopted by the County to guide the creation of RASKC as a separate agency were:

· continuation of adopted policy
 in June 2010 to provide a regional animal services program to unincorporated King County and 27 contract cities; 
· implementation of the policy to establish a separate fund to account for RASKC revenues and expenditures; 
· continuation of the policy to methodically reduce General Fund support for animal services; 
· reducing the euthanasia rate to 15 percent, and 
· continuation of the policy to increase city contributions for animal services provided by the County.
Most recently, the 2012 budget process provided an opportunity to fine-tune the Council’s oversight with an expenditure restriction and two provisos (Attachment 5). The expenditure restriction sets aside $66,544 exclusively for hiring an Administrative Specialist III to support notice and order violations, collect fees/fines and respond to public records requests. The expenditure restriction set a revenue target of $41,000 to be collected by the new position by June 30, 2012. If the Executive cannot certify that the revenue target was achieved, funding for the position will cease as of August 31, 2012. The due date for this certification is July 15, 2012.

The first proviso is tied to $175,000 and requires three quarterly reports on revenue receipts from pet license notice and orders violations including fines and penalties, and must include other specific information. The first quarter report was due April 30, 2012 and was received in time, releasing $50,000 in funding. The second quarter report is due July 30, 2012 and an additional $50,000 in appropriation authority depends on a timely transmittal. The third quarterly report is due October 30, 2012 and $75,000 in expenditure authority cannot be released until the Executive "transmits a motion that states that the executive has responded to the proviso and references the proviso's ordinance, section and number and the motion is adopted by the council".
The second proviso is perhaps the most important from an oversight perspective. It restricts $250,000 until the Executive transmits a revised regional animal services financial plan, a report and a motion that must be adopted by the Council. The proviso goes into some detail expressing Council concern over the structure of the cost recovery model for animal services and the resulting impact to the County's General Fund. It also outlines eight elements that must be included in the regional animal services financial plan. (Details can be found in Attachment 5.) The report and motion are due by June 30 of this year.
PRELIMINARY ANALYSIS
Since the legislation was recently transmitted, Council staff has not been able to review the legislation thoroughly nor have Council and Executive staff had an opportunity to meet and discuss the legislation. Analysis for this report is based largely on information gained through the 2012 budget process and on a preliminary review of the transmittal package with some emphasis on the fiscal note. While the Prosecuting Attorney has reviewed the ILA, Council staff has asked the Council's attorney to review it as well. That review has just begun.

Issues Identified in the Budget Process - A finding in the staff report for weeks 3 was a concern that the revenue projections for fees, fines, donations and other revenues were overly optimistic. For example, donations were projected at $200,000 for 2011 but as of August it appeared that donations would only reach $156,000. A more significant example is the half-year RASKC budget for 2010 that assumed revenues of $94,350 based on an estimate of collected fines and penalties for pet license violations.  However, the agency actually collected only $10,480. Revenues in the 2011 adopted budge for the agency assumed $188,000 from pet licensing fees and fines.  However, through August of last year, the agency has collected only $14,185. A more current example is 2012 revenues from fees and fines, excluding licensing fees. The adopted revenue in this category for 2012 is $394,980. The first quarter proviso response identifies that $71,895 in violations have been issued but only $8,110 has been collected. Unless collections pick up significantly for the remainder of the year, funding for the Administrative Specialist III will lapse and revenues for this category will fall well short of projections. The reason the Council inserted Proviso 2 into the budget was because the financial plan put forward for RASKC appeared overly optimistic and the Council had serious doubts about achieving the projected level of revenues.
Separately, two strategies that staff Executive intended to pursue were increasing donations and seeking additional partners such as cities both north and south of the King County boundary lines, tribes, and federal reserves. It appears that the efforts on these strategies have not yet been fruitful. 
Timing - The summary of the ILA provided in the transmittal packet indicates that the Executive wants the Council to adopt the ILA soon so that preparations can be made for billing and other administrative activities. In addition, the transmittal letter states that during June, the partner cities are considering legislation to adopt the new ILA. This may be premature since the County Council has not yet considered the legislation. It should be noted that costs in the ILA are dependent on participation by all 25 cities so it will be helpful to have a decision by all parties earlier rather than later. If any city opts out of the system, rates have to be recalculated which will affect everyone. While there is no firm deadline for Council action, there is a practical deadline that Executive staff may be able to speak to.
Performance – On the positive side, a transmittal document (Attachment 7) outlines the reforms and accomplishments of RASKC. A partial list of improvements and reforms over the last two years (2009 – 2011) includes:

· Investments in technology have allowed the County to collect key data on animal services that is needed to evaluate, monitor and improve performance of the function, including the prevention and investigation of animal cruelty.

· Through partnerships with other organizations including feral cat groups, euthanasia of animals for behavioral reasons has been reduced by 78 percent.
· The overall euthanasia rate has dropped from nearly 18 percent in 2009 to just over 14 percent in 2011. The live release rate went from 79 percent to 83 percent.

· Due to increased veterinary staffing the number of animals that died in care dropped from 3.4 percent to 1.8 percent. 

· The Animal Control Officers Guild agreed to forego cost of living adjustments for 2011 and 2013. They also agreed to restructuring compensation for employees working in the pet adoption center.
· A number of improvements have been made in the investigation of animal cruelty investigations as a result of quarterly meetings with law enforcement officials.

· A number of pet licensing improvements have been made including more on-line licensing, credit card capabilities, implementation of a no-tolerance policy for licensing, all of which appear to be contributing to increased licensing revenues in 2012 which are up 20 percent (January 2011 – April 2012).

FISCAL NOTE

At the request of Council staff, Executive staff provided a supplemental fiscal note that shows the budgeted cost of services for 2012 in order to compare the cost projections for the new ILA against the adopted budget. Of significant concern is the fact that the General Fund expenditure for animal services increases $694,000 for 2013 over the level budgeted for 2012.  The increase is an additional $109,000 for 2014 and $115,000 for 2015. This is contrary to the stated objective of proviso #2 and differs notably from the adopted financial plan. It is unclear that animal services will be able to meet its fund balance with this level of General Fund expenditures. 
To better understand what is going on with the $2.645 million General Fund transfer for 2013, it is helpful to look at footnotes 6 and 7 for this line item in the fiscal note. The General Fund Contribution includes the elements listed below in Table 1.

Table 1 – Projected General Fund Expenditures for 2013
	Purpose of Expenditure
	Amount

	Unincorporated King County's net final cost allocation for services per the Regional Animal Services of King County (RASKC) model
	$809,195

	King County Sponsored program support of the RASK model
	$846,133

	Transition Funding
	$148,614

	Shelter Credits
	$750,000

	Licensing Support
	$90,918

	Total
	$2,644.860


The conclusion that can be drawn from Table 1 is that the County is contributing approximately $1.8 million in General Funds to support RASKC over and above its “fair” share as calculated by the financial model. Costs such that the aggregate costs allocated to all jurisdictions are capped for the cities based on inflation (CPI-U plus population growth), leaving the difference between actual and allowable allocable costs as a potential cost increase to the County. 
The fiscal note observes that increased marketing and active city participation in revenue activities planned for 2013-2015 may lead to higher licensing revenues, thus decreasing the County-funded portion. Past history suggests that revenues tend to fall short of projections, however, the 2013 license revenue projections are based on 2011 actual revenues. In an email, Executive staff state that license revenues for January-April 2012 are trending higher than 2011 actuals for this period. Council staff has yet to verify this information.  Additionally, as noted above, the Animal Control Officers Guild did agree to no cost of living adjustment for 2013, which helps make the service more affordable.
Next Steps:

Council staff analysis is just beginning on this issue. Staff will continue their work, begin to answer questions raised at today’s meeting and return to committee on June 26th for a second hearing on this item.
ATTACHMENTS

1. Proposed Ordinance 2012-0198 with attachment A
2. Expenditure Restrictions and Provisos

3. Summary of Terms: Animal Services Interlocal Agreement

4. Reforms and Accomplishments – Regional Animal Services of King County 

5. Transmittal Letter dated May 21, 2012

6. Supplemental Fiscal Note

� Ordinances 16861, 16862 and 16863.
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