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King County




Budget and Fiscal Management Committee

REVISED STAFF REPORT

Proposed Substitute Ordinance 2013-0478 was reported out of committee with a “Do Pass Consent” recommendation.  Approval of the substitute ordinance will approve the closure of 44 funds and a transfer of any remaining net assets to funds to contain projects of similar scope.  

	Agenda Item:
	
	Name:
	Polly St. John

	Proposed No.:
	2013-0478
	Date:
	February 4, 2014


SUBJECT:  
AN ORDINANCE that closes and abolishes funds whose original purpose is satisfied and transfers any remaining net assets to funds that contain projects of similar scope.  This is the first hearing for the proposal.
SUMMARY:

Forty-four funds and subfunds are proposed for closure in Proposed Ordinance 2013-0478.  The funds are listed in Attachment A to the proposal.  The proposed ordinance would transfer an estimated $2.35 million to close out remaining fund balances.  This proposal does not include capital funds.  According to the Executive, the Council can anticipate a capital funds closure ordinance in the first half of 2014.
BACKGROUND:
The county’s revenues and expenditures are accounted for in many funds, each of which receives money from various sources.  Most county funds are restricted, meaning that their revenues are legally earmarked for a specific use under county code, state statute or federal law.  

Consistent with past practices and auditor recommendations, funds are closed as their original purpose is satisfied.  Council takes action to formally close these funds and transfer residual balances to other active funds with related purposes.  

Many of the funds proposed for closure contain proceeds from prior bond issuances.  To ensure compliance with the terms and conditions of the bond sales, the remaining fund balances will be transferred to funds that contain projects of similar scope or related purposes.  
ANALYSIS:
If approved, Proposed Ordinance 2013-048 would accomplish the following:
1. Close forty-two inactive funds;

2. Close and transfer residual cash balances for two funds to other active funds; and

3. Amend the county code by repealing a section referencing a fund that is to be closed.

Funds with Balances for Transfer:  Two fund closures result in funds that are proposed for transfer to similarly scoped funds.  
1.  The DES IT Equipment Replacement, Fund 5461 has a current cash balance of approximately $350,000.  The proceeds from this fund will be distributed to the following funds based on their previous contributions for equipment replacement:
· Finance


$60,000

· Employee Benefits

  12,000

· Facilities


  56,000

· E-911



    3,000

· Risk Management

  22,000

· Safety and Claims

    3,000

· General Fund

194,000


Total

$350,000

This fund was used to account for desktop computer replacement within Department of Executive Services (DES).  In the future, this function will be provided by King County Information Technology (KCIT) and appropriation units will be charged centrally as part of the central rate charges contained in the county budget.

This fund was established in K.C.C. 4A.200.240.  The ordinance proposes to repeal this section because the fund is being closed.

2.  The Risk Abatement PERS Liability Subfund, Fund 1397, whose total balance is just over two million dollars, will be closed and split between two existing funds.  $1 million was originally contributed by the General Fund and will transfer to Fund 1396, the Risk Abatement/2006 Fund, a fund dedicated to the liability associated with the Dolan litigation.  (The December omnibus ordinance, Ordinance 17707, moved over $23 million for the administration of the settlement that was previously held in a General Fund reserve.)  The remaining $1 million was from a contribution from stadium funds.  These funds will be transferred to the Limited Term General Obligation (LTGO) debt service fund to support remaining stadium debt service payments.
Other funds:  For all funds, the amounts are estimated and actual balance transfers will be subject to change to reflect necessary arbitrage calculations at the time of transfer and interest earnings accrued to the fund.  Forty-two funds are estimated to have zero balances, as verified in the financial system, and will be abolished.  (Most of the funds have not been in use for some time and have been zeroed out.)
AMENDMENTS:

Striking and title amendments have been prepared for consideration that: 

1. Amends language to further clarify the ordinance intent
2. Includes direction on how to handle fund abolishment/cancellation in the future
Council staff has coordinated changes with Executive staff and the Clerk of the Council to ensure that the amendment reflects current practice.
REASONABLENESS:

As amended, the proposal would constitute a reasonable and prudent business decision for the committee.  
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