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STAFF REPORT

SUBJECT:  


Proposed Ordinance 2009-0130 would require presentation of the budget for each county department at either the Division or the Section level. Historically, the Executive has transmitted a proposed appropriations ordinance to the Council that itemizes funds generally at the department or division level. 
In a January Committee of the Whole meeting, the Council was briefed on the level of detail contained within the budget ordinances of other jurisdictions. The general conclusions of that briefing were that King County was behind its peer organizations in the level of detail contained within the budget.
 BACKGROUND:
The annual budget process begins very early in the year with an initial forecast of expected revenues for the following year.  This forecast is then used to prepare the status quo budget. The status quo budget is the amount of resources necessary to perform the same functions next year that we are performing this year. The Executive then sends out budget instructions to the departments which may target reductions based upon the previous year’s adopted budget. Even if these instructions do not mandate targeted reductions, the focus tends to be on the status quo budget. Once departments respond and the Executive finalizes a proposed budget (this may involve several rounds of meetings with departments) a budget book and appropriations ordinance are prepared. The budget book also focuses on last year’s adopted budget and the status quo budget; the appropriations ordinance only focuses on the proposed budget. 
Often, economic circumstances have led to a budget document and ordinance that tended to maintain a status quo level of service. In these instances, focusing on changes to the status quo had been a pragmatic way of allowing the Council to accomplish what is a huge amount of work in a very short time-frame. However, in an environment like the 2009 budget process, where the focus was on reduced or eliminated services, the fact that the budget document was not organized around the underlying services or on the various units of the organizational chart made it very difficult to understand proposed changes to the budget. 

In the fall of 2008, King County voters approved an amendment to the County Charter that extends the amount of time the Council has to consider the Executive’s budget proposals by three weeks.  As a result of this development, the Council may wish to refocus the budget document and appropriations ordinance so that the budget document and appropriations ordinance align with the organizational chart and specific County services and functions, as opposed to the current model that focuses on changes from the prior year’s budget or the status quo budget. Proposed Ordinance 2009-0130 would refocus the budget ordinance on the County’s organization at a lower level than has historically been appropriated. 
Charter and Code Budget Provisions
Both the King County Charter and King County Code have provisions directing the development, presentation, review and adoption of the County’s budget. Under Article 4, Section 430, of the King County Charter, the Executive presents a budget to the County Council that “is to be divided into programs, projects and objects of expense and shall include supporting data deemed advisable by the county executive or required by ordinance; shall indicate as to each program, project or object of expense the actual expenditures of the preceding fiscal year, the estimated expenditures for the current fiscal year and requested appropriations for the next fiscal year” (Section 430). 
King County Code 4.04.040 details the preparation and administration of the budget. Two of the budget pieces that the Executive transmits to the Council are the budget document and the proposed appropriations ordinance. The budget document is a comprehensive financial program that is accompanied by an electronic database with revenues and expenditures for all county agencies at the lowest organizational levels (K.C.C. 4.04.020(L)). K.C.C. 4.04.030 specifies the contents of the budget document. 
The appropriations ordinance is the ordinance that establishes the legal level of appropriation for a fiscal year (K.C.C. 4.04.020(I)). The proposed appropriation ordinance that the Executive transmits to the Council specifies “by any combination of fund, program, project and agency as determined by the council the expenditure levels for the ensuing budget year or biennium” (K.C.C. 4.04.040A.1.e).
The Council, in considering the appropriations ordinances proposed by the Executive “may delete or add items, may reduce or increase the proposed appropriations and may add provisions restricting the expenditures of certain appropriations, but may not change the form of the proposed appropriation ordinances submitted by the county executive” (Section 460).
ANALYSIS: 

Comparison of Budget Appropriation Methods
The Committee of the Whole briefing in January compared King County’s level of appropriation to those of other cities and counties throughout the nation. Organizationally, King County has departments that are subdivided into divisions and then sections. This report will use the term “division” to refer to the level below the department level, although not all cities or counties use the term “division”. King County also has administrative offices, which may or may not fall within departments. King County has an appropriations ordinance that generally appropriates funds at the departmental or division level. For example the King County Sheriff is one appropriation item: 


King County Sheriff

$125,000,000

1,000 FTE

The Sheriff has a number of Patrol Districts, contracts with various cities, specialized units and general department administration and management. The Sheriff uses the appropriation and FTE authority to carry activities and programs within the Sheriff’s office
Nine jurisdictions were surveyed for the January briefing. Some jurisdictions appropriate funds based on organizational structure (department-level or some smaller organizational unit). Some jurisdictions appropriate funds based on types of program activities or funding streams (which may or may not follow organizational lines). Some appropriate funds at a broad Fund level.  Within these different methods of appropriation, some jurisdictions appropriate line-item budgets that include salaries, equipment, and supplies, while others appropriate one lump sum.
Of the nine jurisdictions surveyed, only Phoenix and Bellevue appropriate funds at a lesser level of detail than King County. In Bellevue’s case, departmental spending is also guided by a highly detailed budget document. All other cities and counties surveyed appropriate funds either at a division level, and/or break the departmental appropriations into line-items such as salaries, services, and supplies. Five jurisdictions (LA County, Wayne County, New York City, Chicago, and Seattle) appropriate funds at the division level. 
Table 1. Reviewed jurisdictions’ budgets by population.

	Counties
	U.S. Census Population 
	National population rank
	Approximate Budget

	 Los Angeles County, CA
	9,878,554
	1
	$23.2B

	Cook County, IL
	5,285,107
	2
	$3.4B 

	Wayne County, MI
	1,985,101
	13
	$2.3B

	King County, WA
	1,859,284
	14
	$4.9B 

	Clark County, NV
	1,836,333
	15
	$6.3B

	Cities
	U.S. Census Population 
	National population rank
	Approximate Budget

	New York, NY
	8,274,527
	1
	$59.1B

	Chicago, IL
	2,836,658
	3
	$6.0B

	Phoenix, AZ
	1,552,259
	5
	$3.7B

	Seattle, WA
	594,210
	24
	$4.0B

	Bellevue, WA
	121,347
	200
	$1.1B


Proposed Ordinance 2009-0130 identifies the level at which the Executive is to present his budget for each of the county’s departments. Table 2 below highlights the departments where the Executive is to include a division-level budget. All other county departments are to be presented at the section level. 

Table 2: Division-Level Departments

	Departments at Division Level

	· Department of Assessments
	· District Court

	· Legislative Branch
	· Department of Public Safety

	· Prosecuting Attorney
	· Department of Adult & Juvenile Detention

	· Superior Court
	


The ordinance does not spell out which division or sections shall be included in the appropriations ordinance for each department. In most cases, the County Council has not passed an ordinance identifying division or sections within various county departments. The major exception is the Department of Executive Services where many of the divisions are specified in code. In effect, the ordinance provides direction as to how the budget should be presented and then charges the Executive to work with the various department heads to assure that the intent of the ordinance is followed. In the future, if the Council is not convinced that the budget appropriations requests really reflect the organizational structure of county government the code could be changed to identify the various divisions and sections in each of the county departments. 
Earlier in the staff report it was noted that currently the appropriation for the Sheriff is comprised of a one-line title “King County Sheriff.” Using the organizational chart included with the 2009 budget, the 2010 request for the Sheriff at the Division level might look something like the following: 

Policy Direction 

$X,XXX,XXX

XXX FTE


Criminal Investigations
$X,XXX,XXX

XXX FTE


Field Operations

$X,XXX,XXX

XXX FTE


Technical Services

$X,XXX,XXX

XXXFTE


Special Operations

$X,XXX,XXX

XXXFTE

Authorization to make budget adjustments

In recognition that this approach to budgeting is new to King County, the ordinance would grant authority to the Executive to make adjustments to the various budgets, within the department, to account for unexpected changes throughout the year. 

Specifically, the Executive would be authorized to move up to 15% of a division’s budget without Council approval provided that the expenses are within the same department and the “new” budget authority represents a legal use of funds. This language would allow for any specific appropriation to be either increased or decreased by a total not to exceed 15%. The practical application of this is that a $1,000,000 appropriation could be increased as high as $1,150,000 or decreased to as low as $850,000 without Council approval. 

Per the proposed ordinance, any changes in excess of this amount would require a supplemental appropriation request and County Council approval. 
Changes in workload

This new method of appropriation will result in an increased workload for departmental staff, OMB staff and council staff as well as require increased scrutiny during the annual budget process. The current budget ordinance makes about 120 individual appropriations. By OMB’s estimation, and their identification of potential appropriation units, implementation of this ordinance would result in as many as 320 appropriations for 2010. 
REASONABLENESS

Adoption of this ordinance would bring the County more in line with peer organizations, provide additional detail to policymakers regarding budget decisions, and allow sufficient time for the Executive to incorporate the changes into the 2010 budget process. As such, adoption would constitute a reasonable business decision. 
INVITED:
Bob Cowan, Director, Office of Management and Budget
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