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SUBJECT

A briefing on the 2015-2016 biennium estimated General Fund ending fund balance.

SUMMARY

The King County Office of Performance, Strategy, and Budget (PSB) will provide a briefing on the 2015-2016 biennium estimated General Fund ending fund balance. PSB’s briefing document estimates that the ending fund balance will be $20.7 million higher than estimated at the time of the 2017-2018 Adopted Budget due to higher than forecasted revenues and lower than anticipated expenditures. The briefing also provides PSB’s proposals for the use of the excess funds. The actual ending fund balance will be transmitted to the council through the 4th Quarter 2016 Quarterly Budget Management Report in the near future.

BACKGROUND

In March 2014, the Executive proposed financial management policies (Comprehensive Financial Management Policies) based on a review of best practices and a framework endorsed by the Government Finance Officers Association (GFOA) and included a common language for county finance professionals and decision makers to use in managing county funds and to provide fiduciary oversight. The proposed policies were expected to be applied consistently throughout the county and to provide for standardization of practices, resulting in a more transparent organization. The policies would also be used to build and amend budgets and to manage finances on an ongoing basis. The Comprehensive Financial Management Policies would be updated periodically to clarify changes and to make adjustments for specific challenges that arose as the policies were implemented. The Council would adopt these policies and PSB would be responsible for maintaining the policies. The latest update was adopted on February 13, 2017 by way of Council Motion 14803.

In November 2014, the Council adopted Ordinance 17929 to require the Executive to submit a quarterly budget management report detailing the actual revenue collections and expenditures of each county fund. The 4th quarter budget management reports for the even numbered calendar years include the ending fund balance for the biennium.

ANALYSIS

Throughout the biennium, the Council is presented with an estimate of the General Fund ending fund balance through quarterly reports and other budget-related documents. Table 1 summarizes the General Fund ending fund balance estimates that were presented to the Council over the last six months.

Table 1. 2015-2016 Biennium General Fund – Fund Balance Estimates 
Presented to Council from September 2016 through March 2017.

	(in millions)
	2017-2018 Proposed Budget
(9/26/16)
	Q3 2016 Quarterly Report (11/15/16)
	March 2017 Briefing
(3/8/17)

	Beginning Fund Balance
	$ 83.1
	$ 83.1
	$ 83.1

	Revenue
	$ 1,524.3
	$ 1,524.3
	$ 1,547.2

	Expenditures
	$ (1,551.4)
	 $ (1,551.4)
	$ (1,536.7)

	Ending Fund Balance
	$ 65.9
	$ 67.1
	$ 93.5



The following highlights policies included in the Comprehensive Financial Management Policies document that may be relevant during this briefing:

· All operating appropriations will lapse at the end of the budget cycle. In order to maintain services and obligations, operating program appropriations not spent during the budget cycle may be reappropriated for specific purposes into the next budget cycle with the approval of the King County Council.

· King County's financial planning should provide for an anticipated year-end unplanned unassigned General Fund Balance between six percent and eight percent of estimated annual revenues less intergovernmental receipts and interfund transfers, in order to maintain the County's credit rating, meet seasonal cash flow shortfalls, help maintain services during short periods of economic decline, and meet emergency conditions.

· Should the estimated balance fall below six percent of revenues, a plan for expenditure reductions and/or revenue increases shall be submitted to the Council. 

· In the event the anticipated balance is above eight percent, the difference may be used to fund the following activities, in order of preference: (1) one-time capital expenditures that do not increase ongoing county costs; (2) other one-time costs; and (3) ongoing or new County programs, provided that such action be considered in the context of a multi-year projection of revenues and expenditures.
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· If the actual year-end unassigned fund balance falls below six percent of annual revenues, the County should rebuild the balance to at least six percent within one year.

· Rainy Day Reserves are designed to offset unknown and known risks, variable costs, and unanticipated revenue fluctuations. The majority of operating funds, including Enterprise Funds and Special Revenue Funds, should maintain a Rainy Day Reserve equal to 30-60 days of expenditures.

ATTACHMENTS

1. PSB Briefing Document: 2015-2016 Estimated General Fund Ending Fund Balance (3/8/2017)
2. Q3 2016 Quarterly Budget Management Report – GF Financial Plan
3. 2017-2018 Biennium Executive Proposed GF Financial Plan
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1. Dwight Dively, Director, Office of Performance, Strategy, and Budget (PSB)
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