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SUBJECT:  
A briefing on multiple ordinances that will rewrite and amend King County Code, Title 4 – Revenue and Financial Regulation – Chapter 4 and Chapter 6.  The legislation under development will significantly reorganize the chapter and makes fundamental changes to the handling of capital project budgeting.  Council staff has developed the legislation, working in conjunction with the Prosecuting Attorney's Office, Council Legal Counsel, and the Office of Performance, Strategy and Budget (PSB) staff.  The ordinances are currently undergoing review by the Code Reviser and Clerk of the Council.  It is anticipated that the proposed ordinances will be introduced and referred for committee consideration in early September.  
SUMMARY:

In 2011, the committee directed staff to rewrite Title 4 and received briefings that highlighted Title 4 work needed on areas such as taxes, fees and funds ordinances.  The Clerk of the Council recommended that a series of ordinances be used to rewrite Title 4 to ensure that codification of the full title could occur in measured stages and not overburden the workload of the Clerk's Office and other staff.  The proposed ordinances will include revisions to Title 4.04 and Title 4.06 and moves those chapters to the new Title 4A.  Some corresponding revisions will also be made in sections of Title 2.
BACKGROUND:
Title 4 covers "Revenue and Financial Regulation" and is comprised of 60 chapters, covering areas of (1) budgeting and reporting, (2) procurement, (3) property, (4) claims against the county (risk management), (5) taxes and (6) fees.  Some of these areas – such as fees – have already been revised and moved into the new Title 4A, as shown in Table 1 of this report.
Title 4 has not been comprehensively reviewed in over thirty years.  King County Code should accurately reflect state law, be updated for current county processes, include consistent formats, and recognize the county’s migration to a new financial and budgeting system.

Between July and September 2011, staff presented a series of briefings that covered the major categories in Title 4.  Staff sought and received direction from the Budget and Fiscal Management (BFM) Committee regarding the task of examining and rewriting the Title.
The BFM committee directed staff to proceed with a review of the entire Title 4 and to migrate to a new Title 4A.  As a result, Title 4 is being migrated to a new Title 4A or, if appropriate, elsewhere in the code.  This is the same process that was used to rewrite Title 19A, Land Segregation, and Title 21A, Planning and Zoning.

The Title 4 revision process consists of reorganizing chapters and moving them to appropriate titles.  In the process, substantive clean-up work is also occurring.  (As an example, procurement procedures previously located in Title 4, were better located in Title 2 which deals with administrative direction.  Ordinance 17522 moved procurement procedures to Title 2 in February 2013.)  
Past Council Action:

Work has been on-going for the Title 4 review.  The following table shows the bodies of work for Title 4 comprehensive review and Title 4A migration.
Table 1.  Bodies of Work for Title 4 Comprehensive Review and Title 4A Migration

	Date of Action
	Subject Area
	Citation
	Description of Work

	· 07/25/11
	Court Fees
	Ord. 17150

(2011-0222)
	Ordinance 17150 incorporated Superior Court and Dept. of Judicial Administration-related fees into the new Title 4A.  

	· 11/09/11
	Interim Definitions
	Ord. 17229

(2011-0403)


	Ordinance 17229 aligned Title 4 phase definitions with the Accountable Business Transformation (ABT) project management system that was about to go live.

	· 04/02/12
	Taxes
	Ord. 17291 (2012-0086)
	Ordinance 17291 moved tax chapters relating to sales and use taxes, excise taxes, and hotel-motel tax to Title 4A, including 4.28, 4.29, 4.30, 4.31, 4.32, 4.33, 4.34, and 4.42.

	· 04/02/12
	Title 4 Fees
	Ord. 17292 (2012-0087)
	Ordinance 17292 moved the rest of Title 4 county fee chapters to Title 4A, capturing non-court-related fees such as vehicle license fees, sewer rates, transit fares, etc.

	· 04/02/12
	Definitions
	Ord. 17293

(2012-0088)
	Ordinance 17293 moved all Title 4 definitions into the new Title 4A.

	· 09/10/12
	Risk Mgmt.
	Ord. 17408

(2012-0236)


	Ordinance 17408, heard in GAOFP Committee, updated Chapter 4.12 and 4.13 risk management provisions, and recodified them in Title 2, relating to county administration.

	· 01-28-13
	Fees
	2012-0453
	Title 14 Real Estate Services fees would be moved to Title 4A. 

	· 02/11/13
	Procurement
	Ord. 17522

(2012-0445)
	Procurement provisions (4.16) were moved to Title 2, relating to county administration.

	· 02/19/13
	Funds
	2012-0438
	The ordinance adopting funds and fund managers would be cleaned up, and Funds (4.08) moved to Title 4A.

	· 03/25/13
	Bonds
	2012-0472
	Bonds (4.20, 4.84) would be moved to Title 4A.

	· 06/02/14
	Property Taxes
	Ord. 17822

(2014-0188)
	Property tax provisions (4.52, 4.62, 4.63, 4.64)

	· 06/02/14
	Property Taxes
	Ord. 17823

(2014-0189)
	Property tax provisions (4.60, 4.68)

	· 06/02/14
	
	Ord. 17824

(2014-0190)
	Property tax provisions (4.48)

	BFM on 04/15/14
(deferred)
	Property Taxes
	2012-0358
	Property tax provisions – items handled in Ordinances 17822, 17823, 17824

	Date of Action
	Subject Area
	Citation
	Title 4 Chapters Remaining to Migrate (may be multiple pieces of legislation per subject area)

	2014
	Budget, Reporting & Oversight
	4.04, 4.06
	A large body of work remains regarding operating budget, capital budget, capital oversight, art in county construction projects, and reporting requirements.

	2015
	Funds
	4.10, 4.24
	Investment of funds, Executive Finance Committee and interfund borrowing

	2015
	Contracting
	4.14, 4.18, 4.19
	Contracting provisions relating to bidding procedures, Minority Women Business and the contracting opportunities program

	2015
	Art Financing
	4.40
	Financing Art in Construction Projects

	2015
	Real & Personal Property
	4.36, 4.44, 4.56
	Real and personal property (county property payment of rent, tax title sales, sales and leasing)

	2015
	Excise Taxes
	4.35
	Excise taxes from timber harvested from public lands

	2015
	Misc.
	4.29, 4.57, 4.81
	Public transportation funding, concession contracts, law library support

	Date of Action
	Subject Area
	Citation
	Other Titles with Parts to Migrate to Title 4A 

	TBD
	Fees
	Various
	Department fees in other titles, such as K.C.C. 10.12 Solid waste site disposal fees, could be moved to Title 4A.

	TBD
	Misc.
	Various
	This is a placeholder for other areas that might be identified as the Title 4A work continues.


The goal is to continue working on Title 4 revisions throughout 2014.  The work on Chapter 4.04 will be the most labor intensive as it includes the entire budgeting and reporting framework for operating and capital budgets.  
ANALYSIS:
The Title 4 rewrite will occur in several ordinances and will cover changes budgeting and reporting, fiscal notes, and capital project oversight, including mandatory phased appropriations, the Joint Advisory Group (JAG) and the Auditor's Capital Project Oversight (CPO) program.  The proposals will make changes recommended by the work group for the project.  The proposals have also been reviewed by the Prosecuting Attorney's Office (PAO) and the Council's Legal Counsel.  

The legislation will make the following overall changes:  
1. Reorganize the budget and reporting chapter,

2. Reflect the change from annual to biennial budgeting,

3. Update definitions, as needed, in Title 4A,
4. Incorporate updated county policy documents, such as the Comprehensive Financial Policies adopted by the Council in April,
5. Align with current operational practices,
6. Align with King County Charter,
7. Align with the county financial system (ABT)
,
8. Delete flexible budgeting, replacing with a capital fund contingency model, 
9. Update reporting requirements to reflect changes such as move to contingency model for unanticipated needs, 
10. Clarify when and in what timeframe lease or use agreements should be transmitted to the council for approval, and
11. Update requirements for Mandatory Phased Appropriations (MPA) and aligns with capital improvement program oversight. 

Reorganization of Chapter 4.04
Certain sections in the current KCC were often not located with a similar subject matter area.  The rewrite will organize those sections to accomplish a more logical flow within the chapter.  As an example, KCC 4.04.247 language dealing with CIP supporting data and procedures will be repealed and the language moved into the capital program section where the data requirements are able to inform the capital budget requirements.  Another example is that KCC 4.04.266 regarding the major maintenance financial program was also moved into the capital budget requirement area.  
Move to Biennial Budgeting

The 2015-2016 budget will be the first county budget that is biennial across all appropriations.  As a result, references to budgeting in annual or yearly time frames will be updated to reflect the county's move to biennial budgeting.  Any remaining annual references in the rewrite are related to state law or to other requirements.  As an example, the Comprehensive Annual Financial Report (CAFR) and state audits are required annually, as are some Comprehensive Plan updates.  However, most references will be to biennial budgeting.
Updates Definitions

Definitions have been updated to reflect the rewrite.  Ordinance 17229, adopted in 2011, aligned Title 4 definitions with the Accountable Business Transformation (ABT) project management system – the project to convert the County to a unified accounting and budget management system – and moved Title 4 definitions to the new Title 4A.  In the rewrite, these 4A definitions will be further amended to reflect the proposal.  As an example, "scope change" was previously undefined and has been added.  Other definitions have been updated or removed to align with the proposal.
Incorporates County Policy Documents and Operational Practices
The Council has adopted policies that are reflected in the rewrite legislation, such as the King County Strategic Plan, the move to agency business plans, the Real Property Asset Management Plan (RAMP), the Technology Business Plan and Benefit Achievement Plans (BAPs), the Comprehensive Financial Policies, and the Equity and Social Justice Initiative.  Previous references to operational master plans and facility master plans have been removed because the components of these plans are now incorporated in other planning documents.  As an example, agency business plans should reflect current and future operational and capital planning components and will replace the need for operational master plans and facility master plans.  (K.C.C. chapter 2.10 defines business plan components.) 
Current operational practices are also reflected.  As an example, in the capital project oversight section, the current practices for representation and administration have been updated.

Aligns with the King County Charter
The proposal reflects the current King County Charter.  As an example, in 2009, the voters approved the repeal of Section 475 of the Charter that required the executive to provide estimates or "allotments" of what each county agency would spend each quarter.  (In 2007, the King County Financial Policies Advisory Task Force recommended that the requirement be deleted from the Charter.)  This proposal incorporates the removal of allotments from KCC to reflect the change in the Charter.  It should be noted that because the Code and the Charter are often, and should be, aligned, any future changes to either document will need to be incorporated in the other.
Aligns with the County Financial System
In 2012, King County launched an integrated system called the Accountable Business Transformation Program (ABT) to manage its financial, human resources, payroll, and budget operations.  Components include:
· PeopleSoft Human Capital Management, Time & Labor and Payroll system
· Oracle E-Business Suite (EBS) Financial system
· Hyperion Budget system
ABT tracks all budget accounts at the lowest possible level, allowing review at a detailed level.  The Code previously required that a detail spending plan accompany the budget to show this financial activity at the section level.  The rewrite deletes this requirement because the document was administratively burdensome and frequently out of date.  However, it should be noted that the rewrite requires that the budget transmittal must include access to database details, so there is no question as to the availability of the information.
Institutes Capital Fund Contingency Model and Deletes Flexible Budgeting

The King County Code currently includes "flexible budgeting" provisions for five separate capital programs, including the Major Maintenance Reserve Fund (MMRF), Roads, Solid Waste, Wastewater and Surface Water Management.  Flexible budgeting is a several step process for approving capital project budget adjustments without using the supplemental budget appropriation procedures.  A rough outline of the current process includes:

1. Identification of a capital project or projects that need changes in adopted expenditures authority, 

2. Written notification by the Executive to the assigned Committee Chair and thus the Council

3. A 14 day waiting period for councilmembers to reply to the Chair,

4. A 30 day period to respond to the Executive's request
5. If there are any objections, the budget adjustment is not approved.  
6. If the Chair notifies the Executive that there are no objections or does not respond to the Executive’s letter, the budget adjustments are approved.
The budget and reporting section would eliminate the flexible budgeting process, resulting in a significant policy change on how to manage expenditure authority for capital projects experiencing unanticipated needs.  Unanticipated needs are usually the result of project delays, insufficient cost estimates at the time of appropriation, or scope changes.  
The rewrite legislation will introduce a new approach by instituting the ability to approve an appropriation in each capital fund at the time of budget adoption to address evolving needs.  The rewrite refers to these projects as emergent need contingency projects.  Using this approach, the size of these contingency projects may not exceed five percent of the total proposed fund amount for the fiscal period or ten million dollars, whichever is less.  (Mandatory phased appropriation – MPA – projects will not be eligible for this process.)
Ordinance project appropriations requiring a transfer of less than fifteen percent (of a project's total budget) must be reported in the quarterly management and budget reports.  For transfers of fifteen percent of more, the Executive must notify the Council in advance of any action.  Councilmembers will be informed of the request by inclusion on a Council agenda at an open public meeting.  Members will have two meetings to raise any objections.  If an objection is made, the transfer may not proceed.  If no objections to the transfer occur, the Clerk of the Council will notify the Director of the Office of Performance, Strategy and Budget of the outcome.  
Reporting Requirements

Quarterly Management and Budget reports are created by the Budget Office.  Reporting requirements for these reports have been updated to include reports on emergent needs contingency project transfers, use of reserves exceeding two percent, and on baselined capital projects greater than $1 million.
Lease and Use Agreements

Title 4 has stipulated that "any lease or use agreement for real property longer than a cumulative total of two years shall require council approval by ordinance".  However, the Council has often received these approval ordinances well after two years.  The language will clarify processes and that the transmittal must be made within sixty days of the execution of the lease or use agreement by the lessee.  Failure to transmit the lease or use agreement for council approval in this time period would void the lease or use agreement.
Mandatory Phased Appropriations (MPAs) and Capital Program Oversight

In 2010, the Council passed Ordinance 16764 that required new controls for high value capital projects, including appropriation by project phase.  (Phases include conceptual design, preliminary design, and design and construction.)  These projects are now referred to as mandatory phased appropriations
 or MPAs.  The MPA program standardized reporting requirements for all capital project appropriation requests and required quarterly reporting.  MPA quarterly reports address performance relative to project baseline, highlight any significant variance from project baseline, summarize the top risks in the risk register, summarize change orders, explain change orders that have the cumulative potential to carry the project over project baseline and summarize the results of the latest earned value analysis.  
The requirements in 4.04.245 and 4.04.246 had not been updated and the language needs to be updated to reflect current terminology and practices – many of which have been established by the Capital Project Management Working Group (CPMWG)
 to improve project management and functions to assure accountability and transparency.  Council staff has worked with PSB, affected departments, and the Auditor's CPO program staff to update the code requirements to reflect refinements in valued engineering reporting, risk assessment reporting, and providing an exception for open space acquisition because they are generally single phase.
NEXT STEPS:
Staff is in the final stages of completing the ordinances to effectuate the Title 4.04 rewrite.  Remaining work includes a review of selected areas, such as the current leasing provisions.  Staff is also ensuring that appropriate sections are included and is completing a final review for any unintended effects of the rewrite upon previous policies adopted by the Council.  
As noted in the background section of this report, ordinances will be forthcoming to address remaining Title 4 subject areas in 2015.  
INVITED:

· Anne Noris, Clerk of the Council

· Bruce Ritzen, Code Reviser

· Dwight Dively, Director, PSB
· Sid Bender, CIP Budget Manager, PSB
· Aaron Rubardt, Analyst, PSB

ATTACHMENTS:

1. Table of Changes Crosswalk[image: image1]
� Accountable Business Transformation


� Previously termed "high risk"


� This link will direct to the Executive's CPMWG website:  � HYPERLINK "http://dnr-web.metrokc.gov/projects/cpm/index.htm" �http://dnr-web.metrokc.gov/projects/cpm/index.htm�
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