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Metropolitan King County Council

Budget & Fiscal Management Committee

	Agenda Item No.:
	2
	
	Date:
	September 10, 2003

	Proposed No.:
	2003-0387
	
	Prepared By:
	Polly St. John


STAFF REPORT

SUBJECT:
The 3rd Quarter Operating Omnibus which makes supplemental requests and technical corrections to operating budgets in the 2003 adopted budget.  
The total 2003 budget was $3.144 billion.  Of that amount, the Current Expense (CX) Fund, the county’s general fund, was budgeted at $488 million.  Supplemental expenditure authority for CX to date has been $4.6 million.  If Proposed Ordinance 2003-0387 is approved, the CX expenditure authority for 2003 would be increased to $502 million.
SUMMARY:


	
	As Transmitted
	Striking Amendment

	Fund
	Expenditure
	FTEs
	TLTs
	Expenditure
	FTEs
	TLTs

	Current Expense
	$4,373,314
	2.00
	---
	$4,373,314
	0.50
	---

	Non-Current Expense
	$37,167,615
	1.00
	6.00
	$35,464,056
	(6.83)
	6.00

	Total
	$41,540,929
	3.00
	6.00
	$39,837,370
	(6.33)
	6.00


BACKGROUND:
This proposed ordinance is the third quarter omnibus ordinance for county operating budgets.  This third quarter omnibus is dominated by supplemental requests.  In addition, technical corrections to the 2003 adopted budget are included.  As is usual custom, the corrections ordinance for the Capital Improvement Program (CIP) has been transmitted as a separate piece of legislation (Proposed Ordinance 2003-0385).
ANALYSIS:
This staff report covers 2003-0387, the 3rd Quarter Operating Omnibus.  Where applicable, the staff report notes where items in this ordinance have companion pieces in other ordinances.  In addition, the staff report notes the items in this ordinance that implement policy decisions previously made by the council during deliberations on other pieces of legislation.
The 3rd Quarter Operating Omnibus proposes significant supplemental requests or policy changes to the 2003 adopted budget.  A few technical corrections to the 2003 adopted budget are also proposed.  Some items within the request are interrelated and the staff report outlines the proposed changes in related groupings.

SUPPLEMENTAL REQUESTS
Sheriff’s Office
Sec. 17

$181,412     2.00 FTEs
This proposed appropriation would fund two revenue-backed programs in the Sheriff’s Office.  These programs were not included in the 2003 adopted budget as the grants had not yet been awarded when the budget was adopted.
· $61,412 and 2.00 FTEs are requested for two new payroll positions in the Sheriff’s Office (KCSO) to maintain compliance with the settlement terms of the Covey legal settlement.  $21,494 of the request is revenue backed by contract cities as part of their allocation.  The remaining $39,918 is proposed from Current Expense (CX) fund balance.  Although the Covey settlement agreement does not specifically require additional FTEs to be hired, the terms of the settlement agreement need to be met.  Those terms include a timeframe for payment and an authorized employee/ payroll review board.  How the settlement obligations will be met in terms of personnel resources is not dictated by the terms of the settlement agreement.  Legislation to implement the Covey and Dupuis settlements is scheduled in BFM on September 24, 2003.
The KCSO has indicated that additional resources and personnel are needed in order to meet the obligations of the settlement agreement.  Because the KCSO is using salary savings to meet contra and under expenditure requirements, no changes to the funding request were made by the Office of Management and Budget.  However, after staff to staff discussions between council and KCSO staff, the striking amendment reduces the FTE request from 2.00 FTEs to 0.50 FTE to provide for payroll processing in the final quarter of the year.  It is anticipated that payroll FTEs will be proposed in the 2004 proposed budget for this purpose.  
· $120,000 is revenue backed by COPS grant funding to support homeland security efforts.  The Sheriff’s Office has discretion over the use of the funds that are designated to be used for community oriented policing.  It is anticipated that the funding will be used for training in programs such as bomb detection.  
Parks & Recreation
Sec. 19

$612,750

· $612,750 is proposed to implement the revenue-backed facility operating agreements between King County and cities that have accepted pool transfers.  These operating agreements with the various jurisdictions for pool operation which have already been approved by the council.  This request incorporates the contract arrangements to manage pools for four cities:  Enumclaw, Federal Way, Redmond, and Des Moines.  These are one-time only agreements that were made at the time of pool transfers.  It is not anticipated that any of the agreements will extend into 2004.  
Records, Elections and Licensing Services
 (REALS)
Sec. 26
$584,016


$128,944 is included for processing of record volumes of recorded documents in REALS.  The appropriation is revenue backed by higher activity in document recording fees.  Due to lower interest rates, real estate sales and refinancing volumes are up.  Consequently, document recording for those activities has increased, generating the need for processing by the Recorder’s Office.  The increased revenue from fees is being used to process and record the increased volume of documents.  


$455,072 is a revenue-backed request for expenditures related to the February special election.  The cost of special elections is typically fully revenue-backed from billings to the various jurisdictions that participate in the election.  Because the number and extent of special elections can vary from year to year, it is customary for a special election supplemental request to be submitted after the election has been conducted and the exact costs are known.  Pursuant to state law (RCW Title 29), the cost of special elections is prorated among the jurisdictions calling for the special election.  The jurisdictions that participated in the February election include:  The Rural King County Library District, City of Enumclaw, Highline School District, Renton School District, Riverview School District, Auburn School District, Water District #85, Hospital District #4, and the Si View Metropolitan Park District.
Superior Court
Sec. 29

1.00 FTE

· 1.00 FTE is requested in the Superior Court appropriation to implement a pilot interpreter program in conjunction with District Court.  The Courts believe that they can control the growth of their contract interpreter expenditures by hiring staff interpreters.  The Courts believe that staff interpreters can be deployed more efficiently, allowing for better interpreter coverage at reduced costs.  No additional funding authority is requested for this position as the Superior Court plans on using savings from the contract interpreter account line to cover the costs.  This pilot program will be closely monitored to gauge the success of the plan.  
Superior Court
Sec. 29

$51,422
District Court
Sec. 30

($51,422)
· $51,422 to provide for pro-tem judges in Superior Court is requested and would be supported by a transfer via disappropriation from District Court.  District Court has been providing Superior Court with 2.44 judges to serve as pro-tem judges.  District Court can not continue to provide the same level of judicial assistance and is only able to provide 1.44 judges.  District Court has agreed to transfer the salary savings associated with a vacant judicial position to Superior Court to allow for pro-tem coverage.  

District Court
Sec. 30

($229,223)     (7.00) FTEs
· A disappropriation of $229,223 and 7.00 FTEs is proposed due to the loss of a Washington State Department of Corrections (DOC) probation contract.  District Court does not provide the level of oversight required by the State of Washington and has chosen to discontinue this program.  
Judicial Administration
Sec. 31

$63,768     4.00 FTEs
· $63,768 and 4.00 FTEs are requested for three months in 2003 to implement a new Washington State mandate that would transfer responsibility for collecting legal financial obligations from the state to county court clerks’ offices.  Washington State Department of Corrections (DOC) previously collected payments for restitution, witness fees or court costs from defendants under their supervision.  The state has restructured criminal sentencing guidelines and implemented SB 5990 that closed DOC financial offices and moved this function to the counties for collection oversight.  The Washington State Administrative Office of the Courts (AOC) will provide, through the adopted state biennial budget, funding through 2005.  It is also anticipated that the program will eventually become self sustaining.  Annualized costs for these FTEs in 2004 will be $264,432 and should be anticipated in the 2004 proposed budget.
State Auditor
Sec. 32

$26,500
· $26,500 is proposed due to an increase in the hourly rate billed to the county by the state auditor.  The hourly rate billed has increased from $71.00 to $75.00.  It should be noted that an increase has not been requested for over three years.
Adult and Juvenile Detention
Sec. 40

$600,000

Salary and Wage Contingency
Sec. 35

($600,000)

· $600,000 is requested to cover costs of military reservists who have been called up for active duty in the Department of Adult and Juvenile Detention.  This need was anticipated and reserved for in Salary & Wage contingency.  
Office of Public Defense
Sec. 42

$3,063,429

Executive Contingency
Sec. 36

($1,431,434)

· $3,063,429 is requested by the Office of Public Defense to cover indigent defense costs.  This increase is required as a result of unprecedented growth in the number of complex litigation cases.  These cases include aggravated murder and fraud cases.  $1,431,434 of the costs are supported by a disappropriation from Executive Contingency.  The remaining $1,631,995 is proposed to come from CX fund balance.  As noted in the second quarter report by the budget office, the inmate welfare fund reserve was overstated.  Consequently, $942,488 was returned to CX fund balance and is available for this funding request.  The executive is proposing that the remaining $689,507 would be supported by additional revenues, as shown in the second quarter variance report.  Among those variances is a transfer to CX from the Major Maintenance Reserve Fund (MMRF) of $952,000.  This transfer was originally placed in the MMRF during the 2002 budget process for partial deficit relief.  The transfer was reported in the 2003 second quarter report as a revenue variance.  Ordinance 14743 required that the major maintenance reserve fund to be fully funded “based on the financial model and funding requirements”.  Executive staff have reevaluated the costs assumed in the model and confirmed that the $952,000 is available as revenue for the OPD request.  
Note:  The Executive Contingency appropriation will be totally depleted if council approves the disappropriation for OPD (above) and the DAJD (below) requests.
Superior Court
Sec. 29

($400,000)

Executive Contingency

Sec. 36

($200,000)

MHCADS/Mental Health
Sec. 69

($99,535)
MHCADS/Alcoholism and Substance Abuse
Sec. 75

($200,465)

CX Transfers
Sec. 39

($300,000)

Adult and Juvenile Detention

Sec. 40

$900,000    2.00 FTE
· $900,000 and 2.00 FTEs are requested for the Department of Adult & Juvenile Detention (DAJD) to cover secure detention costs.  The county council, working with the executive and the separately elected representatives of the county’s criminal justice agencies, adopted a set of policies for criminal justice as part of the county’s Adult Justice Operational Master Plan (AJOMP).  These policies called for reductions in unnecessary jail use and cost via process improvements and operating efficiencies and the use of less expensive alternatives to secure detention.  Based on the policies adopted through the AJOMP, the 2003 budget included reductions for each of the county’s criminal justice agencies.  
The council reduced the 2003 DAJD budget by $6 million, placed several significant monitoring provisos into the budget ordinance, and established a two million dollar reserve should jail costs escalate beyond estimated levels.  The council required that the Criminal Justice Council develop criteria for accessing these reserve funds through a proviso.  

The Criminal Justice Council developed criteria for accessing of the reserve that would be similar to that used to initiate the decision-making for a new superior court judicial position.  The indicators trigger a review of workloads and other efficiency reviews.  Motion 11782 adopted criteria and a process to “trigger” consideration of release of the reserve funds.  

At last week’s CJ Council, it was determined that certain workload indicators and efficiency reviews come close to meeting criteria to consider accessing of the reserve.  Although the CJ Council is not making an official recommendation, they believe that consideration by the council of the DAJD supplemental request is warranted.  The executive request proposes that revenue sources other than the reserve be used to fund the DAJD request.
The 2003 budget assumed significant population reductions in secure detention, quick start up of the new Community Corrections and treatment programs and implementation of significant operating efficiencies.  Overall, the secure detention population has been running at about 19% less than 2002, but these levels have not gone as low as the target established through the Criminal Justice Council process earlier this year.  New alternatives are gearing up but are taking longer than originally anticipated, and it has taken some time to identify and implement operational efficiencies.  The executive also notes recent growth in the following categories within the population:

· Increase in pre-sentenced felons in drug and felony assault cases

· Increase in state hold violator admissions and length of stay

· Increase in pre-sentenced misdemeanant admissions

DAJD is proposing that one-time savings from programs that took longer to implement than planned be used to cover additional costs associated with higher than anticipated jail populations and lower and/or delayed savings from operational efficiencies.  Several funding sources are proposed to fund the request.  The first is a $400,000 disappropriation from Superior Court’s Intake Services program.  The 2003 budget provided $500,000 in the Superior Court budget for this purpose.  The disappropriation will leave $100,000 in the Superior court budget for Intake Services.  Executive staff have reiterated the commitment to fund this program in the 2004 budget proposal.  Additional disappropriations are proposed from Executive Contingency for $200,000 and in Mental Health for $300,000.  

A technical disappropriation of $300,000 will be needed from CX Transfers to implement the proposal.  The CX transfer to Mental Health and Substance Abuse Funds will be decreased by ($99,535) in Mental Health and ($200,465) in Substance Abuse.
MHCADS/Alcoholism and Substance Abuse
Sec. 75

$1,398,783

· $1,398,783 in expenditure authority is requested due to the receipt of additional federal, state, and city funds during the second half of fiscal year 2003.  This revenue-backed expenditure authority is intended for existing CHAT, mobile methadone, youth diversion, and TASC programs.  

Public Health
Sec. 82

$4,753,259

· $4,753,259 is revenue backed from the State of Washington MVET-R restoration.  Due to uncertainty with State of Washington continuing its biennial support to local health departments, the 2003 Public Health budget appropriated half the estimated MVET-R funds needed pending legislative action in the spring.  The state has fully funded MVET-R in for the remainder of the year; therefore, Public Health is requesting expenditure authority for the funds.

Public Health
Sec. 82
$502,096     1.00 FTE     6.00 TLTs
CX Transfers
Sec. 39
($502,096)

· $375,000 is requested by the Department of Public Health in order to respond to a very large TB outbreak in Seattle’s homeless population.  The additional funds will provide 6.00 TLTs for screening services, treatment and case management services, contact investigation services and housing and other incentives necessary to control this outbreak.  
· $127,096 is also requested to enhance HIV testing of African American, Latino and Native American adults in 2003.  HIV is increasingly and disproportionately impacting these populations.  
· $502,096 from CX fund balance is proposed to support the TB and HIV programs.  Consequently, an appropriation to CX Transfers is needed to move the funding to Public Health from Current Expense.  
Federal Housing and Community Development
Sec. 88

$1,568,515

· $1,568,515 increase in expenditure authority is proposed for Housing and Community Development due to receipts of higher than anticipated entitlements.  This expenditure authority is revenue backed by an increase in CDBG and HOME Program grants.
Solid Waste 
Sec. 90

($703,559)    (7.83) FTE

· ($703,559) and (7.83) FTEs have been disappropriated in the striking amendment:  The 2003 budget included appropriation authority to add staff for opening the Algona and Bow Lake transfer stations two hours early.  A proviso restricted the appropriation by requiring Solid Waste to conduct a pilot program and submit a report on cost effectiveness of the earlier hours, followed by enactment of an ordinance to change the hours of operation at the two transfer stations before the funds and FTEs could be utilized.

Solid Waste has proceeded with early starts at Algona and Bow Lake but has indicated that the funding and FTE authority is not needed.  Consequently, the striking amendment disappropriates the funding and FTEs.  However, because the program has been implemented by the executive, the proviso has been rewritten in the striking amendment to ask for an effectiveness report by October 15, 2003.  The proviso will still require legislation to approve additional hours of operation.
I-Net Operations
Sec. 94

$207,962

· $207,962 is proposed to fund the fourth quarter of operations for I-Net.  The 2003 budget included only nine months of expenditure authority.  The council has consistently questioned the business model as to whether I-Net is truly self-sufficient and whether the work program should be expanded to include more countywide use, including leased lines for phone and data transmission.  The council in the 2003 budget directed that I-Net move away from external customer service to a more internal focus.  The council has directed that these issues be explored through the Network Infrastructure Optimization Project.  

The operational portion of I-Net is assumed to be a fee-based service.  The materials supporting the proposed request show that I-Net’s current fee projections (per their financial plan) are sufficient to fund the final three months of the year.  However, previous analysis by LOT staff and review by the council auditor and their consultant, PTI, has raised concerns as to whether I-Net is self sufficient.  It is anticipated that this discussion will be revisited in the 2004 budget process.
Wastewater Treatment
Sec. 95

$5,027,000

· $5,027,000 - Wastewater Treatment reserve funds for this expenditure were set aside in 1991 as part of an agreement reached for expanding the West Point Treatment Plant.  Originally, $3,500,000 was placed in reserve.  With accumulated interest, this amount has grown to $5,027,000.  This money was to be paid to the Magnolia Community if the fourth digester had not been removed by a certain date.  The digester will not be removed and agreement has been reached to pay the money.  
Employee Benefits
Sec. 107

$5,500,000

· $5,500,000 in expenditure authority is proposed for possible year-end increases in Employee Benefits.  King County offers a self-funded plan for dental, vision, medical and prescription benefits.  The budget is estimated and influenced by actuarial projections for each year and is based on enrollment, costs for services and utilization.  It should be noted that Benefits has no discretion over the costs; the agency is “direct billed” for actual costs that are paid on a daily basis.  

Increased utilization of health care services by employees and their families is often expected toward the end of the year and medical costs continue to rise.  Current projections by Benefits indicate that year-end expenditures would most likely fall within a $2 million to $5.5 million range - or possibly lower.  Although the expenditure request is for the high end of that range, it is currently not expected that the full expenditure authority will be needed.  Because actual costs are not yet known, the “high end” of the range is requested for expenditure authority to avoid a second request by the executive at year-end.  It should be noted that of the $120 million budget for Employee Benefits, $5.5 million is an increase of only 4.6 percent over the budgeted amount, while medical costs are increasing at a rate of over 15 percent.  Actuarial projections that fall within the plus or minus range of 5% are considered very good.
TECHNICAL CORRECTIONS
Internal Support 
Sec. 37

$1,000,000
Cultural Development Authority
Sec. 70

($1,000,000)

· $1,000,000:  The second quarter omnibus included $1,000,000 to provide for the next to last installment payment to effect the creation of the CDA.  (The final $800,000 installment is expected in the executive’s 2004 budget proposal.)  The revenue was provided from CX fund balance.  The appropriation was made incorrectly to the Cultural Development Authority appropriation unit.  The appropriation should have been made to Internal Support instead.  The striking amendment disappropriation from CDA would correct that error.  
Water Quality – CIP Transfers
Sec. 96

$18,510,000

· $18,510,000 is requested for transfer from the Wastewater enterprise operating fund to the capital fund via Water Quality CIP Transfer:  This technical correction would allow the Wastewater Treatment Division (WTD) to complete the required transfer of 2002 operating fund balance to the CIP sub-fund per their financial policies.  Those policies set operating reserves at 15% of actual prior year operating expenses and transfer all remaining cash balances to the construction program.  This additional revenue is higher than anticipated in the 2003 budget due to declining energy costs and bond refunding.  
STRIKING AMENDMENT:

The striking amendment would make the following changes to Proposed Ordinance 2003-0387:

1. Reduce the KCSO FTE request for payroll clerks from 2.00 FTE to 0.50 FTE

2. Disappropriate $703,559 and 7.83 FTEs from the Solid Waste appropriation and amend the 2003 budget proviso regarding early start hours at the Algona and Bow Lake transfer stations

3. Disappropriate $1,000,000 from CDA to correct an error made in the second quarter omnibus ordinance
REASONABLENESS

Adoption by the council of the items in the striking amendment would constitute reasonable budget and policy decisions.
ATTACHMENTS:

1. Striking Amendment S1 to Proposed Ordinance 2003-0387

2. Title Amendment T1 to Proposed Ordinance 2003-0387

3. Proposed Ordinance 2003-0387

4. Transmittal letter, dated August 15, 2003

5. Fiscal notes/financial plans for Proposed Ordinance 2003-0387

6. 2003-0387 Striker Crosswalk
INVITED:
· Steve Call, Office of Management and Budget

· Larry Mayes, Adult and Juvenile Detention

· Michael Gedeon, Adult and Juvenile Detention

· Richard Eadie, Presiding Judge, Superior Court

· Wesley SaintClair, Presiding Judge, District Court

· Norm Maleng, Prosecuting Attorney

· Nate Caldwell, Community Corrections Division
· Anne Harper, Office of Public Defense
· Dave Reichert, Sheriff

· Paul Sherfey, Judicial Administration

· Susan Rahr, Chief, Field Operations, Sheriff’s Office

· Kevin Kearns, Information & Telecommunications Services Division (ITS)
· Kerry Schafer, Employee Benefits, Human Resources Management
· Greg Kipp, Public Health

· Kathy Uhlorn, Public Health

· Tim Aratani, Wastewater Treatment Division

· Dennis Barnes, Wastewater Treatment Division
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