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Metropolitan King County Council

Budget & Fiscal Management Committee

AGENDA ITEM No.:
7


DATE:
July 23, 2003


PROPOSED No.: 

2003-0205

PREPARED BY:  William Nogle
STAFF REPORT

SUBJECT:

Proposed Motion 2003-0205 approves a report submitted by the Office of Management and Budget (PMB) in response to a proviso in the 2003 budget ordinance.
BACKGROUND:

Included in the 2003 budget was the following proviso:
Of this appropriation, $5,000 shall be expended or encumbered only after the council approves by motion a report detailing how the budget office plans to address declining current expense fund revenues by reducing internal service fund charges to all county agencies.  The budget office should submit its report by May 1, 2003.  The report should, at minimum: contain a detailed and quantified analysis of each of internal service fund agency’s budget projections for 2004 through 2006; identify long-term cost-saving measures and efficiencies; and estimate the impact of those measures and efficiencies on CX and non-CX agencies.
ANALYSIS:

In response to this proviso, OMB provided a report (Attachment 4).  The report includes some valuable concepts and ideas.  However, the report is high on generalities and low on specifics.  The report represents a good start and at least nominally meets the requirements of the proviso.  The report discusses the normal growth rates for five selected internal service fund budgets and the limited growth rates that would have to be used to balance the current expense fund budget.  The report also identifies long-term savings measures and efficiencies as follows:

· Internal service fund agencies will develop strategies for achieving a stable and consistent target fund balance over time within the framework outlined below:

· Full-cost recovery reimbursement rates for all customers including non-County.

· Avoid cross-subsidization between lines of business.

· Cost recovery parallels expenditures as closely as possible.

· Avoid the necessity for both rebates and rate spikes.

· Cost-containment strategies will be implemented to reflect:

· Elimination of non-core services.

· Detailed pricing information for services provided.

· Evaluation of level of service and customer need.

· Evaluation of labor and non-labor overhead costs.

· A policy for establishment of a target fund balance including the following criteria:

· Working capital.

· Price fluctuations affecting both labor and non-labor.

· Equipment replacement.

· Fund-specific reserves as justified by audit or other requirements.
While this work represents a good start, the Council needs specific information concurrent with submission of the Executive's 2004 proposed budget regarding which of these strategies were used in preparation of that proposal.  The striking amendment is designed to request additional information that will help the Council, for each internal service fund, answer the following questions:
1. What would the 2004 budget be if normal growth was allowed to occur?

2. What is the proposed budget for 2004?

3. What steps have been taken to get from the normal growth budget to the proposed budget?

4. What impact will budget reductions have on services and, hence, on user agencies?

5. What will be the impact on the fund balance of each fund?

6. Do the rates provide for full cost recovery?

7. Do the rates eliminate cross-subsidization between lines of business?

8. Are there accumulated fund balances that should be rebated in 2004?

9. Do the 2004 rates parallel costs as closely as possible?

10. Are there non-core services being eliminated?

11. Is detailed pricing information available for all services so that users can see what each service costs?

12. Are details of services to be provided and at what level documented for each user in service level agreements?  If not, when will service level agreements be in place for each agency?

13. What are the fund balance policies?

In the 2003 budget there was a another proviso that required a report detailing how the budget office will meet the provisions of Motion 11491 with regard to:

· The Department of Adult and Juvenile Detention

· The Department of Community and Human Services

· The Department of Judicial Administration

· The Office of Public Defender

The attached striking amendment deletes all reference to the report addressing the provisions of this second proviso noted above.  This proviso response will be dealt with in a separate motion.  The striking amendment also, while acknowledging and approving the report, delivers the message that specific information on implementation of the concepts in the report are needed by Council in order to evaluate the 2004 proposed budget.
REASONABLENESS:

As noted in the BFM Committee's June 25 budget forum, internal service fund charges are a significant portion of the overall County budget and especially of the current expense budget.  Controlling internal service fund costs must be part of the on-going search for solutions to the current expense fund structural gap.  The only way for the Council to help with the control of internal service fund costs is to have information.  Therefore, inclusion of a request in this motion for additional budgetary and cost information is a prudent and reasonable policy decision.
INVITED:

Steve Call, Director, Office of Management and Budget

ATTACHMENTS:

1. Striking Amendment S1 to Proposed Motion 2003-0205

2. Title Amendment T1 to Proposed Motion 2003-0205
3. Proposed Motion 2003-0205
4. Executive’s Transmittal Letter dated April 30, 2003
5. Report
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