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June 23, 2004
The Honorable Larry Phillips
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:

I am forwarding for Council review and approval, an ordinance reconciling various capital improvement projects and funds for carryover into 2004.  This ordinance also re-appropriates Current Expense funds to reinstate authority for funds previously authorized in 2003 but not reimbursed or transferred by the end of 2003 to various CIP projects.  The Office of Management & Budget, together with departments with CIP responsibility, annually reviews all capital funds and projects to determine carryover budget amounts and supporting revenue availability.   At times, budget authority has to be changed to match expenditure patterns, revenue shortfalls, or to correct the current year budget.  The net effect of this CIP reconciliation process is a proposed $52,299,747 increase in budget authority.  As noted in the narrative below this increase is primarily due to a technical adjustment to provide authority to move Bond Anticipation Note (BAN’s) fund balance to reimburse previously approved capital projects such as the Courthouse Seismic Project.  This is considered a technical adjustment because it does not effect the previously approved financial planning assumptions involving capital project financing using BAN’s.   
In the table below, the capital funds included in this proposed CIP Reconciliation Ordinance are categorized by size of appropriation or dis-appropriation amount at the fund level. 

CIP Reconciliation Budget Authority Changes 
Summarized at the Fund Level of Analysis

	CIP Reconciliation Amount
	Number of funds 

	Reduction > ($500,000)
	7

	($499,999) - ($250,000) 
	3


	($249,999) - ($50,000)
	8

	($49,999) - $0
	29


	$1 - $50,000
	15

	$50,001 - $250,000
	0

	$250,001 - $500,000
	1


	Increase > $500,000
	3


Funds with Disappropriation or Reappropriation Requests Greater Than +/- $500,000:

3180 Surface and Storm water Management Construction: ($899,856)
This disappropriation is the result of a double budget appropriation of approximately $900,000 for the Cedar Slide Buyouts.  This was the result of a change in timing for receipt of grants and an urgency to implement this project prior to receiving spending authority in the 2003 adopted budget.  This item was originally included in the 2003 proposed budget because the grant from FEMA and WA EMD had been expected to be awarded in 2003.  Notification of an award was received earlier than anticipated during the proposed budget phase.  Because the duration of the grant agreement was only 17 months long with an end date of January 6, 2004, it was imperative that implementation of the grant agreement begin immediately.  In order to obtain prompt spending authority, a request was made and approval was received for $900,000 in expenditure authority in 2002 with the 2002 3rd quarter omnibus.  As a result, both the 2003 base budget and the 2002 3rd quarter supplemental requests were approved thus creating a doubling of appropriation authority.

3310 Long Term Lease Fund:  ($2,892,797)
This disappropriation is an annual occurrence in CIP reconciliations and is necessary to remove excess budget authority for lease payments in the prior year.
3421 Major Maintenance Reserve Fund: ($938,405)

The 2002 Adopted Budget provided budget authority in the Major Maintenance Reserve Fund to transfer $952,000 of fund balance to the Current Expense fund.  Rather than using the approved budget authority to implement the transfer the Current Expense Fund realized the benefit by reducing the 2003 transfer from the Current Expense to the Major Maintenance Reserve Fund by $952,000.  The transfer budget authority is no longer necessary and is proposed for cancellation.  In addition to this cancellation there are other miscellaneous technical adjustments that bring the net adjustment to a total reduction of $938,000.   
3682 Real Estate Excise Tax 2: ($751,967)
This disappropriation removes excess budget authority and balances REET 2 transfer projects with anticipated revenue needs in the corresponding funds.  

3802 BC 2001 BAN Proceeds: $55,698,375
Several capital projects, most notably the Courthouse Seismic Project, have budget authority financed with bond anticipation notes (BAN’s).  The bond anticipation note resources are deposited in County BAN funds.  As capital project expenditures occur in the Capital Improvement Fund (3951) reimbursement is required from the BAN funds.  The proposed CIP reconciliation ordinance includes a technical adjustment to provide BAN fund budget authority to reimburse the previously approved capital project budget authority.   Though this “double-budget” request is relatively large; it does not effect the financial planning assumptions previously reviewed in the context of prior budget ordinances and Bond Anticipation Note approvals. 
3803 LTD Tax GO BAN Redemption. 2001: $28,836,000

This technical adjustment matches the budget authority with the “roll-over” payment amount as new bond anticipation note proceeds replace expired bond anticipation notes each year.
3860 County Road Construction: ($3,500,000)

This decrease is primarily due to the annual reduction of unused grant contingency budget authority carried over from the prior year.  In the proposed CIP reconciliation ordinance this adjustment amounts to a $1,500,000 reduction.  The remaining $2,000,000 budget authority reduction of budget authority is necessary reconcile the expenditure authority with a reduction to anticipated grant revenue backing.  Approximately $670,000 of this reduction is due to grant reductions associated with the capital program downsizing made necessary by the 2002 voter approved initiative to prohibit local option Vehicle License Fee collections.   The project expenditure reductions made necessary by grant reductions are consist primarily of excess budget authority in approximately twenty capital projects.  The remaining reduction is the remaining adjustments needed to compensate for lower grant estimates. Offsetting expenditure reductions were made to excess budget authority in projects ready for closeout and to the contingency projects.
3951 Capital Improvement Fund: ($797,869)
These projects are being dis-appropriated because the project has either been completed or the programmatic basis for the project is no longer required.
4616 Wastewater Treatment CIP Fund: ($20,291,701)
Overall this $20.2 million reduction request will align appropriation authority with current project cash flow estimates.  In summary, $9.4 million is the result of project cancellations.  Reasons for cancellation include pipe and tank inspections that showed less corrosive damage than anticipated thereby allowing the scopes of work to be reduced; plant security efforts incorporated into existing projects instead of implemented in a stand alone project; and not conducting a ferric chloride pilot study because preliminary test results were sufficient to determine the viability of the technology.  Further, $8.1 million is the result of project prioritization in which current project spending does not require carryover appropriation to complete the project scope of work.  Finally, the remaining $2.7 million will reduce surplus appropriation among 27 projects that are completed or in project closeout.  

The CX transfer amount in the proposed CIP reconciliation ordinance is $2,472,761 and supports various projects in the Capital Improvement Fund (3951).   This transfer amount results in a reduction of $702,817 to the Current Expense Financial Plan reserve for CIP carryover.
The King County Charter requires that budget authority lapse for capital improvement projects without expenditure over a three-year period.  This requirement is implemented by canceling budget authority for these projects in the CIP reconciliation ordinance.  However, in some instances continued budget authority is recommended due to interlocal agreement provisions or expenditures anticipated in 2004.  Accordingly, fifteen projects have been identified for continued appropriation and are outlined in the ordinance attachment. 

If you have any questions, please contact Steve Call, Director, Office of Management and Budget, at (206) 296-3434.

Sincerely,

Ron Sims
King County Executive

Enclosures

cc:
King County Councilmembers


ATTN:  Shelley Sutton, Policy Staff Director



       Rebecha Cusack, Lead Staff, BFM Committee



       Anne Noris, Clerk of the Council


Steve Call, Director, Office of Management and Budget

Debora Gay, Deputy Director, Office of Management and Budget
