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September 24, 2018
The Honorable Joe McDermott
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember McDermott:

I am pleased to transmit my proposed budget for the 2019-2020 biennium and accompanying legislation.  This budget continues to advance a number of strategic priorities and important services that reflect the values of King County residents.  
The budget makes strides in key areas: 

· Investments in water quality and healthy habitat are aligned to address their greatest threats: stormwater pollution, habitat loss, and toxics.  

· Additional shelters with onsite services will help people transition from homelessness to stable housing. 

· Metro Transit will increase bus service by 177,000 hours while investing in new base capacity to ensure it has the space to queue and maintain current and future bus fleets. 

· Investments to support the Road Map to Zero Youth Detention will expand electronic home monitoring and restorative justice programs, as well as other solutions to improve community safety and help young people thrive.

· Three significant reorganizations intended to create clearer accountability and improved customer service were approved in 2018 and are reflected in the budget—the new Metro Transit, Local Services, and Human Resources departments.

· Strong financial management remains a priority, and the budget includes investments that work to reduce costs and increase the quality and quantity of services delivered. 

Budget Outlook

King County continues to have one of the strongest economies in the nation. Employment in the county grew by 3.0 percent in 2017 and has grown 3.2 percent so far in 2018.  Of the 10 largest counties nationwide measured by employment, King County had the second highest employment growth rate and the highest gain in average weekly wages (10.1 percent) in the year ending March 31, 2018.  Employment growth is expected to slow but remain positive through at least 2020.

 

One consequence of the strong regional economy is that many people are moving to King County.  According to the Washington Office of Financial Management, the county’s population increased by 1.7 percent in the year ending April 1, 2018.  The county has added over 250,000 residents since 2010. 

Employment and population growth have led to increases in housing prices.  The Case-Shiller index of Seattle-area housing prices continues to increase rapidly.  Housing prices have doubled in the last six years.  Most forecasts show slowing growth in housing prices but no signs of a bubble as occurred about 10 years ago. These high prices have spurred construction of many new units, particularly in urban cores.   

The strong local economy is also generating significant growth in sales taxes.  The total countywide tax base grew by 5.8 percent in 2017 and is projected by OEFA to grow at 7.6 percent for 2018.  Further growth is predicted, albeit at slower rates: 3.4 percent for 2019 and 1.9 percent for 2020.
Despite the strong economy, the financial condition of the County’s funds varies significantly.  Some funds, such as Wastewater Treatment, are in good fiscal condition because of dedicated revenues that support these activities.  Programs can be expanded and services improved.

 

A second group of funds, which are dependent on sales taxes, are in good financial condition due to the economy.  This is most notable in Transit and the Mental Illness/Drug Dependency (MIDD) Fund.

 

Several other County funds face chronic financial shortfalls, typically due to limitations of State law or declining state and federal funding.  This is most notable in the General Fund, Public Health Fund, and Roads Fund. 

The Transmittal Package

In addition to the 2019-2020 Executive Proposed Biennial Budget ordinance for operating and capital budgets, this transmittal package includes the following separate legislative components and reports that are incorporated in the 2019-2020 Executive Proposed Budget transmittal package.

Additional Ordinances

Property Tax Ordinance - Included in this transmittal package are the property tax ordinances necessary to collect the 2019 property tax revenue that supports the proposed budget. The 2020 property tax ordinances will be provided as part of the mid-biennium second omnibus ordinance in 2019.  The Office of Performance, Strategy, and Budget (PSB) staff will work with Council staff in the coming weeks to ensure final numbers are included in these ordinances once that information is received from the Assessor.
Non-Rep 2019-2020 General Wage Increase (GWI) Ordinance – The ordinance will, if approved, authorize a four percent general wage increase from the 2018 schedules effective January 1, 2019, a one and one-half percent general wage increase from the 2019 schedules effective January 1, 2020 through June 30, 2020, and a three percent general wage increase from the 2019 schedules effective July 1, 2020 through December 31, 2020, for regular, short-term temporary, and term-limited temporary employees in non-represented county positions.  The ordinance, is submitted pursuant to the provisions of King County Code 3.12.130 and 3.12.140 which require the King County Executive to submit standardized salary schedules and general wage increases.

The proposed ordinance also approves the enclosed 2019 4.0 GWI King County Hourly Squared Schedule, 2019 4.0 GWI King County Annual/FLSA-Exempt Squared Schedule, 2019 4.0 GWI King County Standardized Hourly Salary Schedule, 2019 4.0 GWI King County Standardized Annual/FLSA-Exempt Salary Schedule, 2020 1.5 GWI King County Hourly Squared Schedule, 2020 1.5 GWI King County Annual/FLSA-Exempt Squared Schedule, 2020 1.5 GWI King County Standardized Hourly Salary Schedule, 2020 1.5 GWI King County Standardized Annual/FLSA-Exempt Salary Schedule, 2020 3.0 GWI King County Hourly Squared Schedule, 2020 3.0 GWI King County Annual/FLSA-Exempt Squared Schedule, 2020 3.0 GWI King County Standardized Hourly Salary Schedule, 2020 3.0 GWI King County Standardized Annual/FLSA-Exempt Salary Schedule.
Housing and Community Development Interim (HCD) Loan Program - This ordinance will amend Ordinance 16693 and provide DCHS HCD additional expenditure authority to increase the amount available in the Interim Loan Program (ILP) from $6 million to $10 million. The program provides short-term property acquisition related loans for well-established low-income and homeless housing providers. The loans will be made using HCD funds already committed to affordable housing projects over the next several years. The balance of these committed HCD funds, not needed for disbursement over the next several years, will be put to productive use on an interim or short term basis to finance the acquisition and holding cost of other affordable housing development projects in King County. The additional amount requested for the ILP is due to increased cost of land and the size of loans needed to make projects competitive. The added value of ILP is that it helps create a pipeline for projects that fit HCD priorities. This appropriation requires no new revenues.

Conservation Futures Interlocal Agreement (ILA) Process - The proposed ordinance will significantly streamline the Conservation Futures (CFT) ILA amendment process to more quickly reimburse cities with their awarded CFT funding. Currently, after the County Council approves a budget appropriation for a city CFT project, the Executive forwards another ordinance requesting formal County Council approval to amend each city-County CFT ILA in order to reimburse the funds. Once that latter ordinance passes, DNRP staff send an ILA draft to the cities, which then have to get their councils to approve the amendment. This process takes a minimum of 6 months to complete, and must occur prior to the county reimbursing the city with its awarded CFT funding. There are two budget appropriations per year for CFT, each requiring a separate legislative action for permission to amend the ILAs. 

The Executive recognizes that the County Council has approved the awards to cities in the budget appropriation, and seeks to improve the ILA amendment process to eliminate the duplicative legislative burden and reimburse the awarded funds to cities more quickly. The proposed ordinance will amend the language of the city-county CFT ILAs so that the ILAs can be amended with project awards immediately after budget approval, without secondary approval by city or county councils. The proposed ordinance represents a savings of two fewer ordinances per year, and eliminates a delay of 6 or more months by which the county reimburses the cities with their awarded CFT funds.
Development Disabilities Fund Tier 1 Ordinance – This fund is changing from a Tier Two fund to a Tier One fund and will begin accruing interest in 2019. Previously, the interest earned on fund balance accrued to the General Fund.
Comprehensive Financial Management Policies – Included is a motion to adopt revised King County Comprehensive Financial Management Policies (CFMP).  This motion supports King County’s goal of long-term financial sustainability of County services by building on the previous CFMP update approved in 2017.
These financial management policies provide a common language and policy framework for King County finance professionals and decision-makers to manage the fiduciary responsibilities of the County while remaining responsive to the needs of county residents and the changing regional economy.  Greater consistency and standardization of practices enhances the transparency of County financial management by providing a clear policy basis and rationale of certain financial management practices, along with the anticipated outcomes.  By institutionalizing good financial management practices, the County will continue to maintain strong bond ratings, sustainable service, and be a model for local governments.
The motion takes two distinct actions.  First, it adopts the revised CFMP.  These proposed policies are broken into six sections and include an introduction and a glossary.  They provide guidance for developing operating budgets, managing capital assets, applying discount rates, managing expenditures, collecting and forecasting revenues, and using reserves and fund balance.  Second, it rescinds an existing motion, 14803 (adopted in 2017) containing the previous version of CFMP.

Fee Ordinances

DJA Revised Code of Washington (RCW) Cross Reference Correction Fee – The proposed change in this ordinance corrects an inaccurate RCW cross reference and amends the fee amount from $20 to $30 per authority of RCW 36.18.16. This change will not materially impact DJA revenue and the ordinance does not require a fiscal note.

Department of Judicial Administration (DJA) Administration Arbitration Fee – The proposed change in this ordinance would increase the filing fee for all mandatory arbitration from $220 to $250 and increase the filing fee for a trial de novo of an arbitration award from $250 to $400. These changes are both allowed pursuant to a change in RCW, effective September 1, 2018. This change will not materially impact DJA revenue and the ordinance does not require a fiscal note.

DJA Data Dissemination Fee – The proposed change in this ordinance allows DJA to charge the same fees as the Administrative Office of the Courts (AOC) for fulfilling data dissemination requests of publicly accessible superior court records data. This change will not materially impact DJA revenue and the ordinance does not require a fiscal note.

DJA Records Wording Fee – The proposed change in this ordinance clarifies that the legal case record, not limited to case documents, is the topic of the transmittal fee for appeal and the authorized fee. This changes the word “documents” to “records” so that it is clear that any part of the court record being transmitted to the appellate court is subject to the transmittal fee. This change will not materially impact DJA revenue and the ordinance does not require a fiscal note.

Department of Adult and Juvenile Detention (DAJD) Electronic Monitoring Fee – This legislation will change the name of “electronic home detention” to “electronic monitoring,” eliminate fees charged to participants for work release, and revise the fee schedule for electronic monitoring by linking it to the cost of the equipment provided by the vendor, and provide discounted electronic monitoring rates for low-income participants. 

Surface Water Management (SWM) Public Benefit Rating System Fee – The Public Benefit Rating System (PBRS) application fee helps fund the application process for landowners who realize a tax benefit by preserving and managing their land as forest, farmland, or riparian areas. The proposed ordinance, if adopted, increases the current application fee of $480/application to $620/application to account for growing inflationary costs associated with processing the applications. There has not been an increase in this fee since 2011. 

Surface Water Management Fee – All property owners within unincorporated King County are assessed a Surface Water Management fee, a graduated fee based on six non-residential rate classes tied to relative amount of impervious surface and one uniform rate class for all residential parcels. The fee is used to fund the SWM program to provide a comprehensive approach to surface and storm water management including “basin planning, land use regulation, construction of facilities, maintenance and public education.” The proposed ordinance, if adopted, will help address the inflationary increase in cost of surface water management in accordance with the more stringent federal and state requirements to comply with the National Pollutant Discharge Elimination System (NPDES) permit. The increased funding allows the program to build upon the ongoing efforts to mitigate the impacts of degrading stormwater infrastructure comprised of grey (facilities & systems) and green (natural lands, forests, bio-swales, raingardens) elements. 

Noxious Weeds Fee - The Noxious Weed fee is assessed on all parcels within King County, except for lands owned by the federal government or federally recognized tribes or members of such tribes located within the historical boundaries of a reservation. The fee is used to fund the County’s Noxious Weed Control program, and focuses on controlling the spread of noxious weeds across the County. The proposed ordinance, if adopted, will help address the increasing number of noxious weed sites, with a focus on widespread non-regulated invasive weeds that negatively impact farms, forests, and urban greenspaces. Beyond inflationary increases, the additional efforts will help achieve greater control of damaging weeds through incentives and landowner assistance, especially to underserved communities and in areas being protected by County’s land conservation efforts.  

Local Services Permitting Division Fee – The Permitting Division is proposing a 6.2% fee increase for 2019-2020. The fee increase maintains current agency operations at current service levels and financially supports the formation of the Department of Local Services.  The current 1.7% permit surcharge expires at the end of 2018, so the net effect of the proposal is a fee increase of 4.5%.
Much of the fee increase is required to accommodate general wage inflation and other cost escalation factors included in the budget for the agency in 2019-2020. Permitting activity is continuing steadily, and the agency is not requesting any change in the permanent positions of its permitting operation in the next biennium. With its current staffing workforce, the agency has kept pace with the demand for permits, issuing the majority of residential building permits in less than six weeks.

Critical Areas Mitigation Fee – The Mitigation Reserve Program (MRP) enables development project sponsors to pay a fee to King County in lieu of providing their own compensatory mitigation for unavoidable impacts to aquatic resources such as wetlands and streams. This ordinance, if adopted, will amend the types of contributions (revenues) and uses (expenditures) allowed from the fund. This change will allow the program to receive the monies associated with a new carbon credit program, currently being explored within Water and Land Resources Division of the Department of Natural Resources and Parks, to help preserve forestland. This ordinance also changes the fund to a capital projects fund, which is consistent with the types of expenditures in the fund. 

Marine Division Fare Increase – King County assumed the King County Ferry District (KCFD) on January 1, 2015. Upon adoption of ordinance 17935, the County assumed the KCFD fare policy for the King County Water Taxi passenger ferry service. The District fare policy was to increase passenger fares every other year for a Regular Adult by fifty cents per one-way fare for each route.  This is done on even years and the last fare increase was in 2018.  The fare structure is set forth in K.C.C. 4A.700.820. This ordinance proposes to increase passenger ferry fares consistent with fare policy, effective March 1, 2020.

Metro Transit Parking Fee – This transmittal establishes user fees for public use of vehicle parking stalls at park and ride lots and garages located on property owned, managed, or leased by the Metro Transit Department.   This makes permanent the pilot programs that have been undertaken jointly with Sound Transit.

Metro Transit Special Rates of Fare – This proposed legislation supports the Executive’s budget proposal to evaluate income based fares by providing authority to collect less fare revenue during the course of the pilot(s).   For purposes of the pilot, a limit of $600,000 in foregone fare revenue is established annually during the 2019-2020 biennium.   This authority is similar to the existing authority provided in King County Code section 4A.700.610 but will be solely available for low income fare pilot programs.   

Agency Reorganization Ordinances

Office of Equity and Social Justice Code Update – This ordinance establishes the Office of Equity and Social Justice as part of the Office of the Executive. This ordinance also changes the name of the Office of Civil Rights to the Civil Rights Program and moves the program to the Office of Equity and Social Justice. The ordinance also renames the Risk Management Division as the Office of Risk Management Services. 

Department of Community and Human Services Reorganization - The organizational structure for the department will change in 2019, organized around people rather than funding sources. The re-organization will significantly enhance coordination and collaboration and achieve efficiencies and will be structured as follows:     

· Director’s Office: Regional leadership; management of critical business functions; All Home oversight and coordination 

· Adult Services (new): Veterans, service members, and families; survivors of domestic violence, sexual assault, and trafficking; civil legal aid; adult employment and education; older adults 

· Behavioral Health and Recovery: Mental health and substance use disorder prevention, intervention, and treatment; crisis response and investigation for involuntary commitment; services to support recovery 

· Children and Youth Services (new): Promotion, prevention, and early intervention for children and youth ages 5-24; youth/young adult education and employment; justice system alternatives  

· Developmental Disabilities and Early Childhood Supports: Universal Developmental Screening for children birth to age 5; infant mental health; early intervention services; family supports; employment services 

· Housing, Homelessness and Community Development: Investment in homeless housing; special needs housing; Transit Oriented Development; preservation; community development; housing repair; shelter and services for people who are homeless or at risk of homelessness

Fund Ordinances

Department of Natural Resources and Parks Administration Fund – The Director’s Office (DNRP-Admin) of the Department of Natural Resources and Parks (DNRP) proposes legislation with its 2019-2020 Agency Proposed Biennial Budget to create a new fund, the department of natural resources and parks administration fund. At present, DNRP-Admin exists within the Solid Waste Operating Fund and has its own appropriation unit. This proposed legislation will create a separate stand-alone fund for the Director’s Office. This fund will be used to support the department’s management, operations, and administrative activities associated with the countywide climate action plan and other department administrative functions. This legislation aligns with the King County Strategic Plan goal of efficient, accountable regional and local government by responsibly identifying risks and reserving against them.  

Solid Waste Environmental Reserve Fund - The Solid Waste Division (SWD) of the Department of Natural Resources and Parks (DNRP) proposes legislation with its 2019-2020 Agency Proposed Biennial Budget to create a new fund, the solid waste environmental reserve fund, in compliance with the terms of the interlocal agreement between the division and its thirty-seven regional partners. This fund will be used to reserve against environmental liabilities which could fall to the parties of the interlocal agreement under the United States Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (CERCLA or “Superfund”) or the State of Washington Model Toxics Control Act (MTCA). The interlocal agreement directs the division to insure against such losses, or in the absence of commercially available policies under reasonable terms, to reserve against these losses. SWD has determined that no commercially available product meets the requirements, and is requesting the establishment of this fund to begin reserving funds towards this purpose. The agency’s proposed budget for 2019-2020 will concurrently propose a one million dollar contribution to the new fund.

Other Reports

King County Information Technology Project Review Board Oversight Report – King County Code 2A.380.200 requires that the Chief Information Officer provide to the Office of Performance, Strategy and Budget a list of all information technology capital projects with active appropriation authority, including projects not seeking funding in the proposed budget and the unexpended appropriation for each project, for inclusion with the executive proposed biennial budget. The attached report provides this information.  It is estimated that this report required 3 staff hours to produce, costing $300. 
2018 Acceptance of Electronic Payments Report (2018 eCommerce Report) - The King County Administrative Policies and Procedures- FIN-8-5-1-EP, Accepting Electronic Payments, effective March 3, 2016, includes the following provision: 

Section 6.5.1 “As part of the annual budget request, the Executive will provide the Council with a list of all agencies offering electronic payment options. For those agencies absorbing fees, either the actual or budgeted costs of transaction fees must be shown, as applicable, for the previous fiscal year, the present budget year and the upcoming budget year.” The attached report provides this information.  It is estimated that this report required 6 staff hours to produce, costing $300.

The Executive Proposed 2019-2020 Biennial Budget Ordinance and related legislation support the King County Strategic Plan to “exercise sound financial management and build King County’s long-term fiscal strength.”
I certify that funds are available. If you have any questions, please contact Dwight Dively, Director, Office of Performance, Strategy and Budget at 206-263-9727.
Sincerely,

Dow Constantine

King County Executive

Enclosures
cc:
King County Councilmembers


ATTN:   Carolyn Busch, Chief of Staff


Melani Pedroza, Clerk of the Council


Casey Sixkiller, Chief Operating Officer, King County Executive Office


Dwight Dively, Director, Office of Performance, Strategy and Budget


Elected Officials


Department Directors
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