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REVISED STAFF REPORT
SUBJECT:
The CIP Reconciliation Ordinance: This ordinance implements the annual reconciliation of multiple capital funds and projects that are in need of a carryover adjustment to provide the appropriate level of budget authority in 2004.  The ordinance also reappropriates Current Expense (CX) operating funds to provide revenues for various CIP projects. 

BFM COMMITTEE ACTION

The Budget and Fiscal Management (BFM) Committee adopted a striking amendment and a title amendment which decreased the Executive’s proposed appropriation by $280,524. The decrease represents a technical correction to the Executive’s proposal. The total CIP reconciliation was adjusted accordingly from $52,299,747 to $52,019,223.
SUMMARY:
King County Code (KCC) 4.04.040 requires the Executive to undertake an annual reconciliation of all CIPs by March 1 of every year.
  Proposed Ordinance 2004-0316 represents the annual review of all capital projects and funds to determine the appropriate level of carryover budget authority and the availability of revenues to support the projects. Based on this review, the ordinance implements adjustments to budget authority for capital projects and reappropriates CX funds earmarked to support capital projects. 
The annual CIP reconciliation ordinance proposes both reappropriations and disappropriations for the following reasons:

· To cancel and reappropriate CIP project budget authority that has lapsed due to three years of inactivity, as mandated by King County Charter Section 480.

· To match CIP project actual expenditures and revenues for all continuing CIPs and to adjust budget authority accordingly.  This can mean canceling unspent budget authority for projects completed under budget or adding additional budget authority for those over budget.  

· To reinstate operating budget authority that lapsed at fiscal year end and that provided the revenue backing for continuing CIP projects -- $2.5 million in CX transfers that supports various projects in the Capital Improvement Fund (3951). This transfer amount results in a reduction of $703,000 to the CX financial plan reserve for CIP carryover. 
I. Summary of CIP Reconciliation Ordinance

The proposed ordinance includes a series of five attachments – one for each CIP budget. Table 1 below summarizes the individual CIPs showing the number of funds contained within each CIP and the number of projects in each CIP that are proposed to be adjusted. Also shown is the total 2003 appropriation for each CIP. The net effect of this CIP reconciliation process is a proposed $52.3 million increase in budget authority. While this figure seems significant, the appropriation adjustments appear to be of an accounting, technical-budgeting nature. BFM staff worked with the Budget Office, various county agencies and central Council staff to assess whether the proposed changes are truly technical in nature or require a policy level decision by the Council.  
Table 1: Summary of Executive’s Proposed 2003 CIP Reconciliation Ordinance 
	ATTACHMENT
	CATEGORY
	NO. of FUNDS
	NO. of PROJECTS
	TOTAL 2003 CIP
(in millions)
	TOTAL PROPOSED RECONCILIATION

	Attachment A
	General Government 
	62
	184
	$516.8
	$76,652,168

	Attachment B
	Roads 
	1
	27
	82.0
	(3,500,000

	Attachment C
	Wastewater Treatment 
	1
	90
	240.0
	(20,291,701)

	Attachment D
	Surface Water Management 
	1
	26
	7.4
	377,685

	Attachment E
	Major Maintenance 
	1
	3
	9.3
	(938,405)

	
	TOTAL:
	66
	330
	$855.5 
	$52,299,747


II. Financial Plan Review
As part of the review of Proposed Ordinance 2004-0316, staff reviewed the financial plans for the affected CIP funds. Financial plans are current up to the adopted first quarter 2004 omnibus ordinance (May 2004). When viewed at the fund level, it is appears that the reconciliation process will generate additional fund balance in a number of funds.  Highlights of some of the larger balances are listed below in Table 2.  The additional fund balance is available to be programmed for new projects. Typically, the Executive would propose using available fund balance for supplemental requests in a quarterly omnibus ordinance or in the 2005 budget. 
Table 2: Highlights of CIP Funds and Fund Balances
	FUND
	CIP RECONCILIATION
	2004 CURRENT FUND BALANCE

	Conservation Futures Levy Fund (3151)
	($65,083)
	$109,845

	Parks, Rec and Open Space (3160)
	(339,285
	680,553

	Surface and Stormwater Mgmt. (3180)
	($899,856)
	29,750

	Housing Opportunity Fund
	$0
	5,204,844

	Long-term Lease Fund (3310)
	(2,892,797)
	92,435

	Major Maintenance Reserve (3421)
	(938,405)
	1,491,153

	Parks Facilities Rehab (3490)
	(17,805)
	357,061

	Open Space Nonbond (3522)
	34,156
	228,727

	Real Estate Excise Tax 1 (3681)
	(285,505)
	2,635,5051

	Real Estate Excise Tax 2 (3682)
	(751,967)
	1,226,967

	OIRM Capital Fund
	(442,587)
	1,404,076

	BC 2001 BAN Proceeds (3802)
	55,698,375
	207,882

	LTD Tax GO BAN Redemption (3803)
	28,836,000
	44,478

	County Road Construction (3860)
	(3,500,000)
	151

	Capital Improvement Fund (3951)
	(797,869)
	33,577

	Wastewater Treatment CIP Fund (4616)
	(20,291,701)
	111,154


1 $2,000,000 for the Annexation Incentive Reserve brings Undesignated Ending Fund Balance to $635,505.
III. Analysis of Proposed CIP Reconciliation
A. GENERAL GOVERNMENT CIP – There are 62 funds and 184 projects in the General Government CIP that are being adjusted in the proposed ordinance. The staff report highlights several of the major changes.
2001 BAN Fund $55,698,375 – This is a double-budgeting adjustment to provide revenues to previously approved capital projects. The county issued BANs (Bond Anticipation Notes) for several major capital projects, the largest being the Courthouse Seismic Project. Capital project expenditures occur in the Capital Improvement Fund (3951), however, the revenues are reimbursed to the projects from the BAN fund. An appropriation is needed to transfer the funds to the projects.

2003 BAN Fund $28,836,000 – This is also a double-budgeting adjustment to provide revenues to previously approved capital projects in the Capital Improvement Fund 3951. Expenditures totaled $116 million in 2003, however only $87.1 million in revenues have been appropriated to those projects. This adjustment matches revenues to previously approved expenditures.
Long-Term Lease Fund ($2.9 million) – The proposed ordinance removes excess budget authority for county lease payments. Each year, the Budget Office builds in a two percent increase in budget authority to cover any unanticipated costs in lease payments. In 2003, lease costs were less than anticipated. 

Surface and Stormwater Management Construction ($899,856) – $900,000 was erroneously budgeted in two separate projects - the Flood Hazard Mitigation project and Cedar Slide buyouts. The proposed ordinance cancels the duplicate appropriation.

REET 1 ($285,505) & REET 2 ($751,967) – Debt service obligations are lower than anticipated; and REET funds are not needed as anticipated to fund carryover projects. The disappropriation in both funds creates additional fund balance as show in Table 1 above.

One Percent for Art – Multiple Funds – In some cases, dollars in these funds were transferred to 4Culture (the former Cultural Development Authority) in excess of budget authority by very small amounts. The proposed ordinance brings the balance in these funds to zero. 

B. ROAD FUND CIP ($3,500,000) – The proposed ordinance removes $1.5 million in excess budget authority in Roads’ grant contingency project. Roads budgeted for a total of $10 million in anticipated grant revenue from 2000 to 2003; the ordinance adjusts this appropriation to reflect the actual amount of grant revenue received by the agency during that time, approximately $8.5 million. The ordinance also reduces appropriation authority in a number of projects to make fund balance available for other Roads projects that lost $670,000 in TIB (Transportation Improvement Board) grant funding. After the elimination of the VLF (Vehicle License Fee), the county downsized its CIP and lost grant funding as a result. Roads will make up the loss of TIB grants by closing out a number of completed projects and using fund balance to offset the shortfall. 
C. WASTEWATER TREATMENT CIP ($20,291,701) – The proposed adjustments allow WTD to meet their cash flow targets and balance their financial plan. Of the $20.3 million disappropriation, a reduction of $9.4 million is related to project cancellations or reduced project scope; $8.1 million in budget authority is eliminated for several projects that do not require a carryover reappropriation because sufficient budget authority was approved in 2004; and the remaining disappropriation of $2.7 million reflects project closeouts. 
D. SURFACE WATER MANAGEMENT (SWM) CIP $377,685 – The proposed ordinance provides approximately $97,000 in budget authority to close out eight completed projects that went over budget in 2003. Under the county’s flexible budgeting ordinance, the SWM CIP is required to have a contingency project to provide additional resources for projects that slightly exceed budget authority. To date, however, a contingency project has not been established. The Budget Office has indicated that the 2005 budget is expected to include a contingency project in the SWM CIP. The proposed ordinance also provides $114,000 in appropriation authority for projects related to the Madsen Creek conveyance project what were approved in the Wastewater Treatment Division budget. The Water and Land Resources Division carried out the work and, therefore, additional budget authority is needed in the SWM CIP. 
E. MAJOR MAINTENANCE RESERVE FUND (MMRF) ($938,405) – The proposed ordinance cancels authority adopted in 2002 to transfer funds from MMRF to CX. Subsequently in 2003, the transfer from CX to MMRF was reduced by the same amount ($952,000), therefore, the 2002 transfer from MMRF to CX was no longer needed. Other proposed adjustments bring the total disappropriation to $938,405.
F. OPERATING FUND CARRYOVER $2,472,761 - CIP budget authority does not lapse at the end of the fiscal year, however operating funds that provide revenue backing for capital projects do lapse at year end and must be carried over to support continuing CIP expenditures.  The proposed $2.5 million CX transfer supports various projects in the Building Replacement Fund (3951) including $1.1 million for tenant and relocation costs associated with the PAO (Prosecuting Attorney’s Office) move to the Courthouse and $707,000 for the Courthouse Lobby Project. The CX financial plan reserve for CIP carryover, originally estimated at $3.2 million in the first quarter of 2004, would be reduced by $703,000. 
ATTACHMENTS:


1. Proposed Substitute Ordinance 2004-0316.2 with Attachments

2. Attachment D revised 08-25-04

� Due to the challenges of the county’s financial systems and the timing of the fourteenth month, the reconciliation has not taken place within the designated timeframe and has historically been transmitted in late spring or summer.
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