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STAFF REPORT
SUBJECT:
This Proposed Motion would approve the Executive’s report on the Unincorporated Area Councils cost allocation process.
BACKGROUND:

The County created unincorporated area councils (UAC’s) for the purpose of carrying out the goal of strengthening County communities.  In 2004, there are six UAC’s:  Four Creeks, North Highline, Greater Maple Valley, Vashon-Maury Island, Upper Bear Creek, and West Hill.  The expenditure budget for this program for 2004 is $247,053 and is part of the 2004 budget of the Department of Community and Human Services (DCHS).  The budget supports two employees of DCHS who act as liaisons and facilitate the relationship between the County and the various UAC’s.  In past years, the cost of this program has been reimbursed to DCHS from various other funds.
The audit of King County government for the year 2002 conducted by the Washington State Auditor included the following audit finding:

Funding for the Strengthen Communities Program:  There are seven Unincorporated Area Councils in the County.  The County’s Strengthen Communities Program works with these Councils to coordinate County services such as transportation, roads, utilities, community development, public safety and public health to these areas.  There services are provided by the Department of Development and Community Services, the Sheriff’s Office and Public Heath which are all funded by the County’s general fund.  However, the Public Transportation and the Solid Waste Funds paid for all of the program’s costs in 2002 in the amounts of $101,112 and $82,277, respectively.  As a consequence, the County spent money from its Public Transportation and Solid Waste Funds for purposes that are inconsistent with the restricted nature of the revenues that are credited to those funds.

In recognition of the problem cited by the State Auditor in the 2002 audit report, the Council included the following proviso in Section 103 of the 2004 budget ordinance, related to the budget of the Department of Transportation Director’s Office:
Of this appropriation, $68,000 in support of the unincorporated area councils shall not be expended until the executive provides a report to the council regarding the allocation of revenue support among revenue sources for the unincorporated area councils and until the council approves such report by motion.  The report shall be provided by March 30, 2004.  The report shall describe the total amount of the unincorporated area councils’ allocation, proposed activities, the proposed sources and amounts of revenue allocated to support these activities, the basis for the determination of the proportional revenue support responsibility among revenue sources, and background documentation in support of that determination.  The report shall also describe how the allocation responds to the concerns expressed in the 2003 report of the state auditor number #65688 addressing the unincorporated area councils.

In response to this proviso, the Executive on August 20, 2004 transmitted to the Council an “Unincorporated Area Council (UAC) Cost Allocation Report.”  This report is included with this staff report as Attachment A to the proposed motion.
Under the proposal, the costs associated with the UAC’s would be allocated to various funds based on an analysis of the agenda summaries of each monthly meeting of each Unincorporated Council.  The analysis was done for meetings conducted in 2003.  The Executive proposes to allocate costs for 2004 based on the agenda summaries for 2003.  Further, the 2005 cost allocation will be based on the 2003 agenda summaries.  For 2006 and beyond, the cost allocation would be based on the actual agendas of the most recent complete calendar year.
For 2004, the table below shows the 2004 adopted budget allocation and the new allocation that would be made based on the analysis of 2003 meeting agendas.

Table 1

UAC Cost Allocation

2004 Adopted Compared to Proposed

	Appropriation Unit
	2004 Adopted
	Proposed 2004 Allocation
	Difference

	Road Services
	$98,821
	$51,877
	$(46,944)

	Transit
	24,705
	8,404
	(16,305)

	Airport
	12,353
	0
	(12,353)

	Water and Land Resources
	19,471
	39,636
	20,165

	Solid Waste
	37,242
	3,459
	(33,783)

	Wastewater
	40,152
	0
	(40,132)

	Parks
	8,524
	20,258
	11,734

	DNRP Other
	5,785
	0
	(5,785)

	DDES
	0
	21,587
	21,587

	CX Internal Support
	0
	101,832
	101,832

	Totals
	$247,053
	$247,053
	$0


ANALYSIS:
The finding by the State Auditor was primarily concerned with the use of restricted funds, such as those for Solid Waste and Transportation, being used for unrelated purposes.  If a support service is provided by one fund to another, such as by the General Fund to the Solid Waste Fund, payment can be made for this support service.  However, the support service must be in furtherance of the purpose of the fund that is making payment for the support service.  The State Auditor cited RCW 43.09.210 as the primary legal basis for the audit finding.  Under this statute, one fund cannot benefit financially from an appropriation of another fund.  In other words, financial resources that are restricted to a specific purpose cannot be used to support an unrelated purpose.

The County has allocated certain Current Expense costs to other funds for a number of years through what is referred to as the Central Cost Allocation Plan
 CX Overhead process.  This has apparently been acceptable because the State Auditor has not questioned this practice.  These costs, such as the costs for the Ombudsman’s Office, are allocated on various bases.  For example, Ombudsman’s Office costs are allocated based on the weighted number of complaints filed in the most recent calendar year.  The proposal by the Executive to allocate the costs to support the UAC’s based on an analysis of the subject matter of agenda items is consistent with the methods used to allocate CX Overhead.  It appears that the State Auditor’s objection to the prior method of allocating costs will be addressed by the new method.  The main concern is that the UACs constitute a supporting service that furthers the statutory purpose of the fund being charged.
REASONABLENESS:
Approval of the proposed motion appears to be a reasonable business and policy decision.  Clearly, a new method of allocating the costs of the UAC’s is needed.  The method proposed by the Executive is very much like methods already in use to allocate Central Costs.  Therefore, the proposed method should meet with the approval of the State Auditor as well as provide for a reasonable allocation of the costs of the program.
ATTACHMENTS:
1. Proposed Motion 2004-0407

2. Transmittal Letter dated August 20,2004
INVITED:
Steve Call, Director, Office of Management and Budget

� The Central Cost Allocation Plan is also often referred to as CX Overhead.
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