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SUBJECT:
Proposed Ordinance 2008-0439 would authorize a supplemental appropriation of $1.44M to the 2008 marine division budget. This ordinance requests additional operating funds in order to provide passenger ferry service according to an Inter Local Agreement with the King County Ferry District.

At the direction of the chair of this committee and the chair of the Capital Budget Committee staff have drafted a striking amendment to Proposed Ordinance 2008-0439 that would also address the following two additional supplemental funding requests:

Proposed Ordinance 2008-0440 is a request for $4.1M of additional appropriation authority in the Marine Division’s 2008 budget to support the marine division’s work on the King County Ferry District capital program

Proposed Ordinance 2008-0446, is a request for approximately $4.2M of additional appropriation authority in the Water and Land Resources Division (WLRD) 2008 budget to support WLRD’s work on the King County Flood District capital program. 
SUMMARY BACKGROUND INFORMATION:
This staff report discusses the three separate proposed budget ordinances described above.  For several years now the Council has requested, and the Executive has delivered, legislation that consolidates multiple appropriation requests into a single legislative vehicle.  This type of legislation, described as an ‘omnibus supplemental appropriation request’, has typically been received on a quarterly basis and makes changes to the budget of multiple agencies and cover a wide variety of topics.  The noted advantages of this approach included:
· Increasing the Council’s ability to process multiple requests in a timely manner

· Making efficient and productive use of staff resources

· Ensuring appropriation authority was provided prior to expenditures
In contrast to the past practice described above, this year the Executive transmitted several individual ordinances in early August. In an effort to expedite consideration of these varied ordinances in advance of the Council’s consideration of the Executive’s 2009 budget proposal, staff have prepared combined staff reports.  Additionally, Councilmembers have directed consolidation of appropriation requests into single legislative vehicles where possible.  
The three items discussed in this staff report represent the major supplemental appropriation requests that remain unresolved from all those transmitted by the Executive in August.
For ease of discussion the two ordinances related to the marine division are presented together in this report.
Proposed Ordinance 2008-0439, 2008-0440
Through Proposed Ordinance 2008-0439, the executive requested supplemental appropriation of $1,439,938 for the Marine Division Operating Fund.  These funds are revenue backed through an Interlocal Agreement (ILA) with the King County Ferry District (KCFD).  These monies would support passenger ferry services, staffing expenses such as those related to contract negotiation and consultant services.  
Following reconciliation between the Marine Division and the KCFD, both parties have formally agreed to adjust this operating fund appropriation request to $1,271,286.
Through Proposed Ordinance 2008-0440, the executive requested an initial appropriation of funds in the Marine Capital Fund of $4,112,892.  Additionally, this proposed ordinance established a list of projects as would a traditional King County capital fund.  These funds are revenue backed through the aforementioned ILA with KCFD.  
Following reconciliation between the Marine Division and KCFD, both parties have formally agreed to adjust this reimbursable appropriation request to $1,544,000.

Revised Fiscal Notes for both requests have been received from the Office of Management and Budget.  Additionally, the KCFD has sent the King County Council a letter stating that these numbers are supported by the ILA and will be reimbursed by the KCFD in association with agreed upon implementation plans between the Marine Division and KCFD.
As the King County Council reconciled these appropriation requests and the reimbursement/contractual relationship between the division and the KCFD, it was found that while Proposed Ordinance 2008-0440 is for capital work to be performed, the expenses associated remain reimbursable expenses more appropriately managed under the policies associated with operating funds.  Furthermore, with the specific separation between the two municipal corporations (KCFD and King County), the appropriateness of project level accountability to the King County Council was questioned, as this level of accountability is aligned with the KCFD Board.  
Based on this review, the Chair of this committee and the Chair of the Capital Budget Committee directed that a striking amendment be prepared to add the capital fund appropriation request of $1,544,000 to the operating fund request of $1,271,286.  These combine for a total operating fund appropriation request of $2,815,286, which is $2,737,544 less than originally requested via the proposed ordinances.
Proposed Ordinance 2008-0446
Through Proposed Ordinance 2008-0446, the Executive is requesting $4,168,364 of additional appropriation authority within the Water and Land Resources Budget for Flood Control Capital work.  
This appropriation request and the associated project changes have been recently reviewed and accepted by the King County Flood District.

Besides the additional appropriation amount, the Executive also requested a change to the way the Flood Control Capital Fund is designated in King County’s budget.

In the executive’s initial transmittal of the Water and Land Resources Division (WLRD) proposed 2008 expenditures to carry out the 2008 capital program of the King County Flood Control Zone District (the District), there was a detailed listing of specific projects and expenditures for each District project.  Conversely, the executive-prepared and transmitted District budget did not contain such project-level detail, rather a single expenditure line for funds to be transferred to WLRD as the work was done.
However, in adopting their respective budgets, the District Board of Supervisors and the County Council reversed the executive proposal and placed the project-level detail in the District budget and a single expenditure line in the WLRD CIP budget (i.e. Project FL0000 Capital Contracts) in the amount of $18,132,484.  

These actions were taken to ensure that WLRD would not be required to gain county council approval of changes to project FL0000 unless their expenditures would exceed the adopted $18,132,484 figure.  District approval would be required to any expenditures that would exceed either the limit set for each project or the total for all projects.  

As proposed, ordinance 2008-0446 would add back a list of individual capital projects as an attachment to the King County budget, essentially reversing the approach directed by the Council and the Flood District from late 2007.  Following the direction of the budget committee chairs, a striker has been prepared to eliminate this proposal from the legislation.
Further, as the Council reconciled this appropriation request and the reimbursement/contractual relationship between the division and the KCFD, it was found that while Proposed Ordinance 2008-0446 is for capital work to be performed, the expenses associated remain reimbursable expenses more appropriately managed under the policies associated with operating funds.  Furthermore, with the specific separation between the two municipal corporations (KCFD and King County), the appropriateness of project level accountability to the King County Council was questioned, as this level of accountability is aligned with the Flood District Board.  
This is a parallel situation to that described for the King County Ferry District. 
Based on this review, the Chair of this committee and the Chair of the Capital Budget Committee directed that the striking amendment be prepared to add the appropriation request of $4,168,364 for capital projects be added to the flood control contract fund in the operating budget of the Water and Land Resources Division.
REASONABLENESS
READY FOR ACTION
As discussed throughout this report, a striking amendment has been prepared to address issues identified by Councilmembers.  
The striking amendment has several effects that are worthy of note:

1. The striking amendment has the overall effect of making a strong policy statement about the separation between three government agencies: King County; the King County Ferry District; the King County Flood District. 
2. By authorizing summary budget appropriations to King County agencies - rather than including individual project information - the striker makes clear that capital projects are controlled and managed by the District governments.  Decisions regarding movement of funding between projects, as well as project creation/deletion decisions, are made by the District Boards and do not involve King County budgetary action except in the case where total annual budget appropriation may be exceeded and additional appropriation authority is required.
3. Authorizing operating budget appropriations - that do not carry over from year to year in the same way capital appropriations do – creates a stronger need for annual review of the total capital project work amount with review and verification from the District governing boards.
4. The striker would likely require changes to some of the existing business practices employed by the Districts and those County divisions that are contracting to provide work for the Districts.  For example, the striker may require grants applications to be filed with the District as the requesting agency, rather than King County.  The District governments may need to update accounting systems and grant billing systems to reflect changes made by the striker, possibly including replicating some existing systems currently used by the County for its own accounting and grant management work. 
5. The striker would clearly allocate responsibility for ensuring District program and project delivery, as well as responsibility for audit responses, to the District. 
Following review of the issues described above, action on the striking amendment would constitute a reasonable business decision.

Proposed Ordinance 2008-0439 was amended by vote of the Operating Budget, Fiscal Management and Select Issues Committee on October 8, 2008 and forwarded to the full Council with a DO PASS Substitute  recommendation.  An explanation of the striking amendment that the Committee approved is included on page 4 and 5.
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