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SUBJECT

The proposed ordinance would create two new capital funds for the Road Services Division, intended to replace the existing capital funds.

SUMMARY

The proposed ordinance would create two Tier 1 funds, a County Road Construction Fund and a County Road Major Maintenance fund to be used for appropriations first approved in the 2017/2018 biennial appropriations ordinance or later.  According to Executive staff, these changes provide increased transparency and better align with reporting requirements for the County Road Administration Board.

BACKGROUND 

The 2015/2016 biennial budget (adopted by Ordinance 17941) includes two Tier 1 funds for the Road Services Division:  the Renton Maintenance Facility Capital Fund (3850) and the Roads Construction Capital Fund (3860)[footnoteRef:1].  King County Code 4A.200.650 established Fund 3860, and Fund 3850 was established administratively. Proposed Ordinance 2016-0286 creates two additional Tier 1 funds, a County Road Construction Fund and a County Road Major Maintenance fund, each of which are to be used for appropriations first approved in the 2017/2018 biennial appropriations ordinance or later. [1:  Fund 3860 is also identified in the budget document as the county road construction fund.] 


Fund Administration

King County Code (K.C.C.) 4A.200 lists the County’s funds, which fall into two categories:  first tier funds and second tier funds.  The basic difference between the two types is in how the funds accrue interest earnings.  First tier funds are invested for the specific fund’s benefit and accrue interest within the fund.  Any interest will not be applied to another fund.  Second tier funds allow interest earnings on investments to accrue to the County General Fund. 

Each fund has a fund manager.  For any fund for which no fund manager is designated, the manager of the Finance and Business Operations Division (FBOD) is the fund manager.[footnoteRef:2]  [2:  K.C.C. 4A.200.010(C)] 


The FBOD manager may establish administrative funds and subfunds for which appropriations might be required or are necessary to meet legal, administrative and accounting requirements.[footnoteRef:3]  The FBOD manager may then abolish administrative funds and subfunds when the original purpose for which the fund was created has been satisfied.  Any residual balances contained in the abolished fund are to be transferred to other active funds with similar scope and related purposes.  The Executive transmits a report to the council with the biennial budget or the biennial budget update that lists the closed funds, the amounts of residual balances, if any, and the active funds to receive residual balances.[footnoteRef:4] [3:  K.C.C. 4A.200.020(B)]  [4:  K.C.C. 4A.200.020(C)] 


ANALYSIS

According to the Executive’s transmittal letter, the purpose of the two new capital funds is to “enhance the transparency of fund management and facilitate compliance with reporting requirements.”  According to Executive staff, these changes better align with reporting requirements for the County Road Administration Board (CRAB). The proposed 2017/2018 biennial budget will recommend appropriations for projects for the two new funds.

As drafted in the proposed ordinance, the K.C.C. section creating the roads capital fund would be repealed effective December 31, 2018.  According to Executive staff, the agency intends to spend down the existing project appropriations in the existing funds, close those projects, and then close the existing two funds prior to the end of the 2017/2018 biennial period. Going forward, the agency would maintain only the two new funds, which would more clearly define capital projects as either construction or maintenance activities.

The proposed ordinance provides for the Director of the King County Department of Transportation to manage the new funds, as is the case for the existing funds.

AMENDMENTS

Council staff and the Code Reviser drafted Amendment S1 which makes a number of technical corrections, primarily with respect to formatting and construction.  It also removes provision of a sunset date for the existing transportation funds, given uncertainty as to whether all existing projects in the Roads Construction Capital Fund will be completed by the end of 2018 and/or whether potentially unspent funds will remain therein. If Amendment S1 is enacted, the Executive would need to transmit separate legislation to close the roads capital fund.  This would provide some administrative flexibility in the timing of the fund closure and greater transparency with respect to project status at that time.
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