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On September 9, 2009 the Regional Policy Committee amended Proposed Ordinance 2009-0507 along with amending the title of the proposed ordinance. Proposed Substitute Ordinance 2009-0507 received a due pass recommendation from the Regional Policy Committee. 

SUBJECT
Proposed Ordinance 2009-0507 makes technical amendments concerning the use of the additional sales and use tax of one tenth of one percent for the delivery of mental health and chemical dependency services and therapeutic courts to be consistent with Washington State law. It also amends previous legislation and King County Code, eliminating the new strategy reserve from the Mental Illness and Drug Dependency fund.
SUMMARY

If enacted, the proposed legislation would do two things: 

1. Bring King County Code sections dealing with the Mental Illness and Drug Dependency (MIDD) sales tax into alignment with recently revised state law. 

2. Eliminate the new strategy reserve section of the MIDD from the King County Code. 

This proposed ordinance is also referred to the Budget and Fiscal Management Committee. It was discussed at the August 25th and September 1st meetings. It will be discussed and possibly acted on at the September 15, 2009 Budget and Fiscal Management Committee meeting.

BACKGROUND
In 2005, the Washington state Legislature authorized counties to implement a one-tenth of one percent sales and use tax to support new or expanded chemical dependency or mental health treatment programs and services and for the operation of new or expanded therapeutic court programs and services. The initial statute providing for this tax (RCW 82.14.460) did not permit the revenues to be used to supplant other existing funding. The statute was revised in 2008 to allow for its use for housing that is part of a coordinated chemical dependency or mental health treatment program. 

During the 2009 Legislative session, Washington State Legislators approved a change to the state statute, modifying the non supplantation language of the law. The modification involves allowing the tax revenue to be used for supplantation for five years beginning in 2010. The changes are as follows:

Section 3.  Moneys collected under this section shall be used solely for the purpose of providing for the operation or delivery of ((new or expanded)) chemical dependency or mental health treatment programs and services and for the operation or delivery of ((new or expanded)) therapeutic court programs and services. For the purposes of this section, "programs and services" includes, but is not limited to, treatment services, case management, and housing that are a component of a coordinated chemical dependency or mental health treatment program or service.

Section 4.  All moneys collected under this section must be used solely for the purpose of providing new or expanded programs and services as provided in this section, except a portion of moneys collected under this section ((shall not)) may be used to supplant existing funding for these purposes ((, provided that)) in any county as follows: Up to fifty percent may be used to supplant existing funding in calendar year 2010; up to forty percent may be used to supplant existing funding in calendar year 2011; up to thirty percent may be used to supplant existing funding in calendar year 2012; up to twenty percent may be used to supplant existing funding in calendar year 2013; and up to ten percent may be used to supplant existing funding in calendar year 2014.

The effect of the change is that in addition to continuing to fund new and expanded mental health, chemical dependency, and therapeutic court services and programs, MIDD funds may be used to replace (supplant) funds lost to those services and programs. Supplantation is allowed for five years, ending by 2015. Beginning in 2010, up to 50 percent of the MIDD tax collected can be used to supplant other lost funds. There is a ten percent reduction to the amount of funds used each year, ending at 10 percent in year 2014.  

The King County Council adopted Ordinance 15949 in 2007 authorizing the MIDD sales tax until January 1, 2017. Subsequent MIDD related ordinances passed by the Council in 2008 adopted the MIDD Oversight, Implementation, and Evaluation Plans and established the MIDD fund. The language of Ordinance 15949, of other MIDD related ordinances, and of the King County Code reflects previous state law prohibiting the use of MIDD funds for supplantation. 

Ordinance 16261 that adopted the MIDD Implementation Plan also established a reserve to fund new MIDD strategies not specified in the Implementation Plan. The new strategy reserve was included with the MIDD Implementation Plan in recognition that the needs of the county's residents may change over time and that new and innovative mental health, substance abuse and therapeutic court programs and services are continually being developed and implemented across the country. The new strategy reserve enables the County’s policy of maintaining flexibility to respond to the changing needs of the county's population as well as to accommodate new mental health, substance abuse and therapeutic court strategies and programs. 

In 2010 and beyond, the new strategy reserve is to be funded by using up to half of the MIDD fund’s undesignated fund balance. In July, the Council amended the MIDD Implementation Plan, adopting a new strategy process that allows for the review and recommendation of new strategies by the Council two times per year. 
ANALYSIS

Supplantation and Revenues: Due to the general fund deficit, it is expected that most general fund previously allocated to human service programs, including mental health, chemical dependency and therapeutic court programs will be eliminated in 2010. Therefore, utilizing MIDD revenues to supplant lost general fund revenue for existing mental health, chemical dependency, and therapeutic court programs will enable those programs to remain functioning for a period of time. 

2009 MIDD revenues are currently projected at 13 percent less than the adopted 2009 level and to be about 16 percent less than the previously projected 2010 level
.  Declining MIDD tax revenue coupled with increasing demands due to supplantation will result in fewer MIDD strategies being fully funded in 2010 than due to supplantation alone. 

Utilizing MIDD revenues for purposes other than the 37 adopted MIDD strategies will result in certain MIDD strategies being reduced or delayed.
A detailed briefing on supplantation will be provided to the committee under a separate item number. 

Proposed Changes Necessitated by State Law: King County Code and adopted MIDD legislation reflect outdated state law concerning the MIDD; should King County wish to utilize (supplant) MIDD revenues to support mental health, chemical dependency, and/or therapeutic court programs and services that were previously funded by another source (such as the general fund), the County’s code and legislation needs to be amended. The sections of proposed ordinance 2009-0507 that revise King County Code and MIDD legislation to reflect state law accomplish that objective.

Proposed Elimination of the New Strategy Reserve: Proposed ordinance 2009-0507 would dissolve the MIDD’s new strategy reserve. Eliminating the reserve removes the means to enact the County’s policy of providing limited MIDD funding for services or programs outside of the adopted MIDD strategies. The flexibility of the County to respond to changing needs or implement new concepts is also affected by the elimination of the new strategy reserve.
Should the new strategy reserve be eliminated, the revenue currently in the reserve would be absorbed into the MIDD fund’s undesignated fund balance. It would be used to offset strategy reductions necessitated by supplantation and reduced projected revenue. The Office of Management and Budget indicates that elimination of this reserve is necessary in order to meet the Executive’s supplantation targets. 
Potential Amendments: On September 1, 2009 members of the Budget and Financial Management Committee asked staff to develop an amendment that would put new strategy reserve on hold rather than completely eliminating it. Such an option could allow fund balance to be maximized for current strategies or for supplantation, and at the same time preserve the new strategy reserve for use at some point in the future. As of the writing of this staff report, the amendment is under development. The amendment will be provided to the Regional Policy Committee once it is finalized. [image: image2][image: image3][image: image4][image: image5]
� Section 2.3-4, Second Substitute Senate Bill 5433, Washington State 61st Legislature, 2009 Session


� Office of Management and Budget materials, MIDD Oversight Committee, July 23, 2009





