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STAFF REPORT
SUBJECT:
AN ORDINANCE making a supplemental appropriation of $988,628 for costs associated with the Sheriff’s Green River Homicides Investigation.
UPDATE to DECEMBER 5 STAFF REPORT:

An update to the December 5 staff report will be provided in Committee.  The text of the December 5 staff report appears below.

SUMMARY:
 

The Sheriff’s Office is projecting a $1.7 million overexpenditure by the Green River Homicides Investigation (GRHI) in 2003.  The Sheriff’s Office believes they can absorb roughly $700,000 of this overexpenditure in the Sheriff’s Office base budget.  Therefore, the supplemental appropriation authority request is for just under $1 million.  
The large majority of the overexpenditure is due to overtime payments.  The GRHI budgeted $50,000 for overtime in 2003 and the Sheriff’s Office is projecting $1.3 million in overtime expenditures for them.  The overtime is related to two functions:  security on Mr. Ridgway while he is housed outside of the King County Correctional Facility and searches for victims’ remains and other evidence.

In reviewing this supplemental request, Council staff also identified an issue with the revenues backing GRHI expenditures.  While nearly $1.3 million in revenues have been budgeted for 2002 and 2003, it appears that revenues will come in roughly $450,000 under budget, with just over $800,000 projected to be collected for 2002 and 2003 expenditures.
BACKGROUND:
2002 and 2003 Green River Homicides Investigation Budgets
The table below shows the budgeted and actual expenditures for the Green River Homicides Investigation (GRHI) in 2002 and 2003.  The 2003 amounts reflect those that were approved by the Council through a supplemental appropriation on June 16, 2003.
Green River Homicides Investigation Budgeted and Actual Expenditures
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Budget Expenditures from 2002 Appropriation Budget Actual

By Budget Category:

Staffing 985,161 $           1,249,531 $        0 $                  1,183,825 $        1,183,825 $        1,865,288 $       

Transportation 215,000 $           203,303 $           0 $                  131,250 $           131,250 $           102,992 $          

Physical Infrastructure 369,337 $           434,361 $           0 $                  192,863 $           192,863 $           201,441 $          

DNA & Expert Services 550,000 $           274,728 $           225,273 $           50,000 $             275,273 $           309,836 $          

Extraordinary Budget: 2,119,498 $   2,161,923 $   225,273 $      1,557,938 $   1,783,211 $   2,479,557 $  

Absorbed Budget 455,967 $           455,967 $           0 $                  392,278 $           392,278 $           343,451 $          

Total GRHI Budget: 2,575,465 $   2,617,890 $   225,273 $      1,950,216 $   2,175,489 $   2,823,008 $  

2002 2003


The bottom line in the table above shows that the GRHI overexpended their budget in 2002 and by the end of October 2003 has overexpended their entire annual budget for 2003.  The GRHI budget is part of the Sheriff’s Office total appropriation.  Therefore, if there is underexpenditure in the Sheriff’s Office base budget to make up for the overexpenditure of the GRHI, the Sheriff’s Office can remain within their total appropriation.  This was the case in 2002.  In 2002, no supplemental appropriation for the Sheriff’s Office was necessary because the GRHI overexpenditure was absorbed in the Sheriff’s Office base budget.  For 2003, the Sheriff’s Office has requested the proposed supplemental because they believe the GRHI overexpenditure cannot be absorbed in the base budget.

The 2002 overexpenditure was due primarily to overtime payments ($236,432 actual vs. $50,397 budgeted) and supplies costs ($88,824 actual vs. $20,000 budgeted).  The 2003 overexpenditure is examined more closely in the Analysis section below.  Further detail on budgeted and actual expenditures can be found in Attachment 4 to this staff report.
The following table shows the revenues budgeted and received for the GRHI in 2002 and 2003.

Green River Homicides Investigation Revenues
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Revenues Revenues Carryover Additional Total Revenues

Budgeted Received from 2002 Revenues Revenues Received

By Revenue Type:

Federal Earmark - DNA 500,000 $           0 $                  500,000 $           0 $                  500,000 $           353,900 $          

Federal Earmark - FTEs 0 $                  0 $                  0 $                  163,000 $           163,000 $           0 $                 

Federal COPS UHP 0 $                  0 $                  0 $                  598,510 $           598,510 $           0 $                 

Total Revenues: 500,000 $      0 $             500,000 $      761,510 $      1,261,510 $   353,900 $     

2002 2003


As shown in the table above, a total of $1.3 million in revenues has been assumed in the 2002 and 2003 current expense financial plans.  These revenues were included in the financial plans as conservative estimates of the $3 million in revenues projected by the Sheriff’s Office for receipt in 2002 and 2003 (see Attachment 5).  These budgeted revenues would cover about 20% of the projected costs of the GRHI in 2002 and 2003.

To date, the County has received $353,900 (28%) of the revenues budgeted in 2002 and 2003.  It appears that the County is unlikely to receive the full amount of the revenues budgeted.  Although the Sheriff’s Office is now projecting to receive the full $500,000 of the Federal earmark DNA grant this year, they are projecting to receive $314,000 of the remaining $761,510 in additional revenues budgeted for 2003.  This would leave a $450,000 shortfall in the current expense financial plan.  This shortfall could be covered through monies reserved in the State v. Ridgway/Criminal Justice Mitigation reserve (more on this reserve below). 

Council staff and staff from the Office of Management & Budget (OMB) continue to work with staff from the Sheriff’s Office to develop a better understanding of the prospects of receiving these budgeted revenues.  The Sheriff’s Office is in contact with the Department of Justice on the details of COPS Universal Hiring Program grant.
In addition to the revenues specific to expenditures of the GRHI, this year the County received $766,000 in revenues from the State under the Extraordinary Criminal Justice Costs Act.  These revenues were for partial reimbursement of $8.4 million in eligible costs that the County incurred in 2002 for the Ridgway case and 17 other aggravated murder cases.  These funds reimburse expenditures of several County agencies, including the Prosecuting Attorney’s Office (PAO), the Office of the Public Defender (OPD), the Sheriff’s Office, the Superior Court, the Department of Judicial Administration, the Department of Adult & Juvenile Detention, and Jail Health Services.

Developments in the Case State v. Ridgway
The 2002 and 2003 adopted budgets for the GRHI were based on the assumption that the case State v. Ridgway would go to trial in mid-2004.  Subsequent to the Council adopting the 2003 annual GRHI budget on June 16, 2003, significant developments have occurred in this case.  These developments are expected to significantly impact the 2003 and 2004 budgets for the agencies involved in the case.
In April 2003, the Ridgway Defense Team approached the PAO regarding the possibility of a plea agreement in this case.  Discussions among the prosecutors, defense attorneys and Mr. Ridgway occurred over the following weeks.  On June 13, 2003 a formal plea agreement was signed by the parties.

The plea agreement stipulates that the prosecuting attorney will not seek the death penalty against Mr. Ridgway.  In exchange, Mr. Ridgway agreed to plead guilty to all homicides in this case charged against him.  In addition, Mr. Ridgway agreed to provide the prosecuting attorney and the GRHI with complete, truthful, and candid disclosure of all crimes he committed in King County.  He agreed that interviews with the prosecuting attorney and the GRHI could continue up until the day of his sentencing hearing (now scheduled for December 18).  He also agreed to be housed and interviewed in a secure location outside of the King County Correctional Facility.  
Pursuant to the plea agreement, interviews by GRHI detectives with Mr. Ridgway occurred throughout the summer and autumn.  Mr. Ridgway was housed at the GRHI headquarters to give detectives constant access to him there.  Sheriff’s officers, primarily on overtime from the Criminal Investigative Division, provided security at the site.  

Mr. Ridgway provided GRHI detectives with details on sites where he left victims’ remains.  Mr. Ridgway often accompanied detectives to these sites in order for the detectives and prosecutors to corroborate his statements with evidence that, in many cases, had been found several years prior.  In addition, detectives undertook several intensive searches of sites identified by Mr. Ridgway.  Based on the information provided by Mr. Ridgway, in 2003 the GRHI ultimately recovered the remains of four victims.  Many other searches were conducted but yielded no findings.  GRHI detectives and other Sheriff’s officers often participated in these searches on overtime.  

On November 5, 2003, Mr. Ridgway entered pleas of guilty to the original seven charged cases as well as 41 additional previously unsolved homicides.  Although Mr. Ridgway has admitted to killing an additional number of women above the 48 charged homicides, the prosecuting attorney has not charged any cases where remains or other corroborating evidence of Mr. Ridgway’s guilt could not be found.  Mr. Ridgway has now pled guilty to the murders of 42 of the original list of 49 Green River victims (plus an additional six homicides not previously associated with the Green River case).  Of the remaining seven victims on the original Green River list, four victims’ remains have not been recovered and therefore have not been charged as homicides by the prosecutor and the remaining three homicides cannot be attributed to Mr. Ridgway.
Since the entrance of his guilty pleas, GRHI detectives have continued to interview Mr. Ridgway in an undisclosed location and will continue to do so until his sentencing hearing scheduled for December 18, 2003.  The detectives have also conducted additional searches but have not found additional remains.  Detectives close to the case have been quoted as saying they believe that Mr. Ridgway has taken them to every site he remembers and that his inability to remember further details has left them at a dead end.  Moreover, winter weather has hampered their ability to continue productive searches of sites.

At his sentencing hearing scheduled for December 18, 2003, Mr. Ridgway is expected to receive 48 life sentences without the possibility of parole, to be served consecutively.  Detectives on the GRHI have been quoted as saying they believe Mr. Ridgway will continue to cooperate with them after sentencing, even though this is outside of the scope of the formal plea agreement.
Monitoring the GRHI Budget
In June 2003, through Motion 11726 and budget provisos, the Council established a quarterly reporting process for the expenditures of all agencies involved in the case State v. Ridgway.  The quarterly reports were designed in part to allow the Council and OMB to monitor these expenditures on a consistent basis.

The 2003 2nd quarter report for the Sheriff’s Office, which was transmitted to the Council at the end of July, showed that the GRHI had spent slightly more than 50% of their budget over the first half of the year.  Higher rates of expenditure on items such as DNA testing were matched by underexpenditure in some other line items.  Sheriff’s Office staff relayed at that time that they were confident the GRHI would remain within budget for the year.

In early October 2003, after seeing press reports of several searches and additional detectives being assigned to the GRHI, Council staff inquired as to whether these unbudgeted expenses would cause the GRHI to overexpend their budget.  On October 3, Sheriff’s Office staff replied that the additional expenditures were temporary and short-term and would be covered through savings in the Sheriff’s Office base budget and that no supplemental appropriation would be necessary.
On November 5, 2003, the Sheriff’s Office alerted OMB that the GRHI would overexpend their budget by $1.2 million.  The request stated that the Sheriff’s Office would not be able to absorb all of these costs within their $96 million base budget and would need supplemental expenditure authority. 

Although the 3rd quarter report was due to be transmitted to the Council on October 30, 2003, the agencies involved in the case asked that transmittal of the reports be delayed, citing the sensitive nature of the developments in the case.  The 3rd quarter reports were formally transmitted to the Council on November 14, 2003.  The 3rd quarter reports indicated that, by the end of September, the GRHI had already exceeded its budget for the year.
On November 19, 2003, OMB transmitted this proposed supplemental request of $988,628 to the Council for the Sheriff’s Office for expenditures related to the GRHI.

2004 Budgets for Agencies Involved in the State v. Ridgway Case
The Executive’s 2004 Proposed Budget included nearly $6 million in appropriation authority for the PAO, the Sheriff’s Office, OPD, the Superior Court, and the Department of Judicial Administration related to the case State v. Ridgway and the GRHI.  These budget projections were prepared under the assumption that this case would go to trial in mid-year 2004.  
The entrance of Mr. Ridgway’s guilty pleas occurred in the midst of the Council’s deliberation on the 2004 budget.  This resolution alternative to trial is expected to dramatically affect the budgetary needs of the involved agencies in both 2003 and 2004.  However, the timing of the developments in the case did not allow for full analysis or budget planning by the agencies, OMB, or the Council in time for the Council’s adoption of the 2004 budget.

Therefore, for 2004, the Council appropriated roughly 25% of the amounts proposed by the Executive for the State v. Ridgway case and the GRHI.  These amounts are intended as placeholders until further planning and analysis of the true budgetary needs can be completed.  In addition, the Council requested by proviso that each agency involved in the case submit revised 2003 and 2004 budget plans to OMB by December 15, 2003.  OMB will then forward proposed budget plans to the Council by January 22, 2004, along with an ordinance proposing changes to the placeholder amounts included in the 2004 Adopted budget.
The remaining 75% of the funds in the Executive’s proposed budget that were not appropriated in the 2004 Adopted budget have been placed in reserve in the current expense financial plan.  In addition, the Council assumed underexpenditure by OPD and the PAO in 2003 and also placed these amounts in the same reserve.  The reserve will be used to fund expenditures related to the case State v. Ridgway or will be used to mitigate the impact of future general fund budget shortfalls on criminal justice programs.  In addition, the reserve may need to be tapped should the County be unable to collect the federal revenues that were budgeted for the GRHI.  

The amounts placed in reserve by the Council total $7.4 million and supplement $4.0 million identified by OMB for these purposes, for a total reserve of $11.4 million.  By way of comparison, the combined general fund deficit for 2004 and 2005 is expected to total over $40 million.  Therefore, the reserve will mitigate, but not obviate, the need for expenditures cuts in criminal justice programs in future years.
ANALYSIS:
The Supplemental Expenditure Request
The Sheriff’s Office is requesting $988,628 in supplemental expenditure authority for costs of overtime payments and DNA testing related to the GRHI.  The table below shows the GRHI’s 2003 budgeted, actual and projected expenditures for selected categories of spending.  As noted in the Background section above, the Sheriff’s Office is estimating collection of $814,000 in federal revenues to back these expenditures and $2.6 million in expenditures in 2002.
GRHI 2003 Budgeted, Actual, Projected Expenditures
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Adopted YTD Projected Difference

Budget October Need Projected - Adopted

By Budget Category:

Staffing 1,183,825 $        1,865,288 $        2,635,190 $        1,451,365 $              

Transportation 131,250 $           102,992 $           148,944 $           17,694 $                   

Physical Infrastructure 192,863 $           201,441 $           267,953 $           75,090 $                   

DNA & Expert Services 275,273 $           309,836 $           400,000 $           124,727 $                 

Grand Total 1,783,211 $   2,479,557 $   3,452,087 $   1,668,876 $         

2003


As can be seen in the table above, the Sheriff’s Office is estimating that the GRHI will overexpend their budget for 2003 by $1.7 million, an amount almost equal to their approved budget.  The most significant areas of overexpenditure are overtime ($1.3 million projected vs. $51,909 budgeted), DNA/Experts ($400,000 projected vs. $275,273 budgeted), and building maintenance ($88,590 projected vs. $27,000 budgeted).  Other areas with lesser amounts of overexpenditure include lease vehicles, travel, and supplies.  Further detail on expenditures can be seen in Attachment 4 to this staff report.

Overtime

The most significant driver of the GRHI’s overexpenditure is payments for overtime.  The GRHI budgeted $51,909 for overtime costs in 2003.  By the end of October, more than $800,000 had been spent on overtime.  The Sheriff’s Office is now projecting that the GRHI will spend $1.2 million in overtime payments by the end of the year, more than 20 times the amount budgeted.  In addition to the costs of the overtime pay itself, overtime pay generates additional benefits costs such as retirement and payroll taxes.  These benefits costs contribute an additional $200,000 in overexpenditure for the GRHI.
The Sheriff’s Office attributes overexpenditure on overtime for the GRHI to two functions.  First, Sheriff’s officers primarily from the Criminal Investigative Division have been and continue to work overtime as security detail while Mr. Ridgway is housed outside of the King County Correctional Facility.  Second, detectives on the GRHI and other Sheriff’s officers worked significant amounts of overtime while interviewing Mr. Ridgway and participating in various searches for victim’s remains and other evidence.
The Sheriff’s Office calculated the projection for total overtime costs for 2003 by taking the average overtime costs for five pay periods in August, September, and October and then using this average for each of the pay periods remaining in 2003.  With the number of searches slowing and Mr. Ridgway’s sentencing occurring on December 18, this may be a high estimate.
DNA/Experts

The GRHI budgeted $275,273 for DNA testing and evidence experts in 2003.  By the end of October, $309,836 in these expenses had been paid out.  The Sheriff’s Office is projecting that $400,000 in these costs will be processed for 2003, about 1.5 times the amount budgeted.  While most of the DNA work is already complete, some invoices for that work remain outstanding.  
In 2002, the Sheriff’s Office received notice of a $500,000 federal earmark grant that would specifically cover the costs of DNA testing in this case.  The grant is received on a reimbursement basis.  The total expenditures for DNA testing in 2002 and 2003 are expected to be roughly $675,000.  Of the $500,000 in revenue expected, $353,900 has been collected.  The Sheriff’s Office expects to apply for reimbursement of the remaining revenue by the end of this year.

Building Maintenance/Utilities

The GRHI budget includes $27,000 for building maintenance and utilities for 2003.  This is above the cost of the lease space at King County Airport of roughly $130,000.  By the end of October, the GRHI had incurred $58,980 in building maintenance/utilities costs.  The Sheriff’s Office projects that they will incur nearly $90,000 in these costs by the end of the year, or more than three times the amount budgeted.
Council staff identified this area of overexpenditure after receiving the GRHI expenditure report from the Sheriff’s Office on December 3.  No further information about the cause of the overexpenditure is available.  
Fiscal Impact of the Overexpenditure

Council staff have cursorily explored three possibilities for funding the GRHI $1.7 million overexpenditure:  through absorbing some or all of the costs in the Sheriff’s base budget appropriation, through finding additional outside revenues to cover some or all of the additional costs, or through utilizing monies set aside in the State v. Ridgway/Criminal Justice Mitigation reserve in the current expense financial plan.  These possibilities are not mutually exclusive.  These sources may also need to be tapped in the event that the federal revenues for the GRHI come in under budget.
The Sheriff’s Base Budget

In examining supplemental requests, the first question Council staff typically ask is whether some or all of the request can be absorbed through underexpenditure in the base budget.  Both OMB and Council staff have worked with the Sheriff’s Office to examine whether the GRHI’s overexpenditure could be absorbed within the Sheriff’s Office existing appropriation.  The Sheriff’s Office is projecting that the GRHI will overexpend their budget by roughly $1.7 million.  The Sheriff’s Office has indicated that they will be able to absorb roughly $700,000 of that amount, and are requesting a supplemental appropriation of roughly $1 million.
A cursory examination of actual Sheriff’s Office expenditures posted through the end of November indicates that there is not significant underexpenditure in the Sheriff’s Office base budget such that they would be able to absorb more of these costs.  The table below shows budgeted and actual expenditures by division in the Sheriff’s Office base budget.  The data are taken from the County’s ARMS financial system.

Sheriff’s Office 2003 Budgeted and Actual Expenditures
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ARMS 12/1

Percent

Division Budget Actual Expended

Field Operations $55,514,489 $49,916,748

90%

Technical Services $21,021,250 $18,196,424

87%

Crime Investigation - without GRHI $10,831,424 $9,980,038 92%

Office of the Sheriff $8,893,662 $4,189,215

47%

Total without GRHI $96,260,825 $82,282,425

85%


On a straight-line expenditure basis, through the end of November, the Sheriff’s Office should have expended roughly 87% of their total budget.  Based on this simple analysis, the only division that appears to be on track to have any significant underexpenditure is the Office of the Sheriff (the Sheriff and his aides/advisors).  This division makes up less than 10 percent of the total Sheriff’s Office budget.  If the other, larger divisions continue for the rest of the year to spend at the rate indicated by the ARMS report, the Sheriff’s Office could be in danger of not only being unable to absorb the $700,000 in GRHI overexpenditures as they have proposed, but also may be in need of a supplemental for the base budget.  

Council staff is aware that this is a relatively crude analysis and have been working with staff from OMB who prepare more sophisticated expenditure projections.  The OMB model has quite accurately (within a few thousand dollars) predicted the Sheriff’s Office year-end expenditures in the past two years.  For most expenditure categories, the model assumes that expenditures will continue at the same rate for the remainder of the year.  In the past three years, the Sheriff’s Office has ended the year with $1.2 million to $1.4 million in underexpenditure.  A preliminary projection by OMB for 2003 based on data through October using this methodology suggested that the Sheriff’s Office would be able to absorb significantly more of the projected GRHI overexpenditures.  
However, OMB understands through working with the Sheriff’s Office that there are several factors that suggest the straight-line forecasting assumptions used by this model may not be accurate for 2003.  Several costs, including GRHI overtime, DNA, and other non-GRHI personnel-related costs, may be more heavily weighted towards the latter portion of the year.  In that case, the straight-line forecast used by the OMB model would underestimate 2003 budget needs.  As such, OMB worked with the Sheriff’s Office to develop revisions to the forecast to account for these changes.  

In the time available to examine this supplemental expenditure request, Council staff have not been able to conclusively resolve whether the Sheriff’s Office could absorb more of this expenditure request or not.  

Another question Council staff typically ask regarding supplemental appropriations requests is what contingency plans an agency has should the request not be approved.  It does not appear that the Sheriff’s Office has a contingency plan in place, should the Council not act on this supplemental request or approve a request for a lower amount (thereby asking the Sheriff’s Office to absorb more expenditures).  If the Sheriff’s Office projections are accurate and the Council were not to approve this request, the Sheriff’s Office could be in danger of expending more than their adopted appropriation authority.  There are several statutes that pertain to expenditures over appropriation, including:

· RCW 36.40.100 and 36.40.130, which prohibit any county official from making expenditures or incurring liabilities in excess of appropriation.  The same chapter establishes violation of this statute as a criminal misdemeanor.
· RCW 29.82 (recall petitions and elections), which deems improper performance of a duty or commission of an unlawful act (which may include expenditures in excess of appropriation) by an elected official as misfeasance or malfeasance of office.

· King County Charter Section 495 which nullifies contracts to expend funds in excess of appropriation and holds any officer knowingly responsible personally liable for any person damaged by such action.

Additional Revenues

Some or all of the supplemental expenditure request for the GRHI could be covered by additional revenues that are not already budgeted in the current expense financial plan.  Two possible revenue sources exist:  monies from the Washington State Extraordinary Criminal Justice Costs Act and the Universal Hiring Program grant that has been awarded to the Sheriff’s Office.
OMB will certainly include all eligible expenditures in the County’s application for reimbursement from the State under the Extraordinary Criminal Justice Costs Act.  This would include not only most of the expenditures for the GRHI, but also the expenditures of other agencies involved in the State v. Ridgway case and expenditures by these and other agencies for other aggravated first-degree homicide cases.  However, because of the limited availability of State funds, for 2003 costs the County is unlikely to receive an amount from the State that anywhere near covers the actual expenditures in these cases and therefore, the additional expenditures of the GRHI will not be likely to influence the total amount that the County may receive from the State under this Act.
A second possibility is for the Sheriff’s Office to work with the Department of Justice so that the revenues from the $1.7 million Universal Hiring Program grant that extends over three years could be used to cover overtime costs and could be used to cover costs incurred only in 2003.  No revenues have yet been received from this grant and the conditions of the grant remain unclear.  Given the extraordinary manner in which the State v. Ridgway case ended and the significantly lower level of expenditures now anticipated for 2004 and 2005, being able to apply this future revenue stream to 2003 expenditures would significantly lower the fiscal impact of the 2003 GRHI overexpenditure.

State v. Ridgway/Criminal Justice Mitigation Reserve
Early on in the State v. Ridgway case, in anticipation of the significant expenditures it would entail, the Executive and the Council established a reserve in the current expense financial plan from which such expenditures could be funded.  The 2003 current expense financial plan anticipated that $1.8 million would be in this reserve at the end of 2003 to help mitigate the impact of future expenditures required if this case were to go to trial.

The resolution alternative to trial established by the plea agreement is anticipated to significantly lower the financial needs of the agencies involved in this case, in both 2002 and 2003.  In the general fund financial plan adopted with the 2004 budget, $2.6 million in underexpenditure by the Ridgway Defense Team and the PAO is assumed.  The 2004 financial plan also anticipates that the majority of the $6 million in funds included in the Executive’s 2004 Proposed budget for the case will not be needed.  As required by proviso, more information on the amounts needed to finally resolve this case will be available in January when the Council receives 2003 and 2004 revised budget plans for the case from the agencies involved and OMB.

Consistent with a recommendation from the Executive, in the 2004 Adopted budget, the Council set aside any monies previously reserved, budgeted or proposed for the State v. Ridgway case in a Criminal Justice Mitigation Reserve.  This reserve is intended to be used to mitigate cuts that would otherwise have to be taken in criminal justice programs given the projected general fund shortfalls of roughly $20 million every year for the foreseeable future.

In transmitting this supplemental expenditure request to the Council, the Executive has proposed using monies from the State v. Ridgway/Criminal Justice Mitigation reserve to fund the proposed $1 million supplemental.  This would be an appropriate use of the reserve.  The fiscal impact of using the reserve for this purpose is to increase by a corresponding amount the cuts that criminal justice agencies will need to take in future years. 
Options

Council staff have identified four options for the Council’s consideration:  

1. Approve the request as proposed.

The Council could approve the $988,628 supplemental expenditure request and fund this amount by using monies from the State v. Ridgway/Criminal Justice Mitigation reserve in the current expense financial plan.

This option would require that the Sheriff’s Office absorb roughly $700,000 in additional projected overexpenditures of the GRHI.  The fiscal impact of this option is to increase by roughly $1 million the cuts that criminal justice agencies will need to take in the future by reducing the amount that is available in reserve.

2. Approve the appropriation amount requested but direct the Sheriff’s Office to identify other revenue sources to cover the overexpenditure.

The Council could approve the $988,628 supplemental expenditure request, but elect not to decrease the amount currently assumed in the State v. Ridgway/Criminal Justice Mitigation reserve.  This would reduce the future fiscal impact on criminal justice agencies by leaving more funds in the reserve.  To balance, the financial plan would need to assume a higher level of outside revenues to back this supplemental request.  

If such revenues could ultimately not be identified, the Criminal Justice Mitigation reserve or some other existing revenues or expenditure cuts would need to be taken to cover the overexpenditures.
3. Approve a lower amount of appropriation authority than that requested.

The Council could opt to approve a lower amount of appropriation authority than that requested by the Sheriff’s Office.  In doing so, the Council could direct the Sheriff’s Office to manage the budget for the remainder of the year such that more of the projected overexpenditure can be avoided or absorbed.  The Sheriff’s Office may be able to accomplish this through slowing the rate of GRHI overtime expenditures for the remainder of the year.  Alternatively, the Sheriff’s Office may be able to manage expenditures in their base budget such that more of the GRHI overexpenditures could be absorbed.  

As noted above, Council staff have concerns that the Sheriff’s Office has not formulated contingency plans to manage the budget should the Council not approve the amount requested.

4. Do not approve the supplemental request.
Given the continuing uncertainty over the amounts needed to finally resolve this case and projections for the Sheriff’s Office 2003 expenditures and revenues, the Council could decide not to act on this supplemental request until such information is available.  As noted above, the Council will receive revised 2003 and 2004 budget plans for the case in mid-January 2004.  As time passes, more information will also be available on the Sheriff’s Office actual expenditures.
If the Council were not to approve the request, the Sheriff’s Office would need to decide whether to manage expenditures to remain within the current adopted appropriation or whether to purposefully expend over approved appropriation authority.  The potential consequences of expenditures over appropriation authority are outlined above.  In addition, should the Council wait until January to approve a supplemental or not approve one at all, the County may be subject to an audit finding if the Sheriff’s Office exceeds adopted appropriation authority.

CHANGES TO TRANSMITTED LEGISLATION

Staff have prepared an amendment that would restrict any supplemental appropriation authority for use by the GRHI.  In addition, the proviso requires the Sheriff’s Office to submit a year-end report in January on 2003 actual expenditures.
REASONABLENESS

The above options constitute reasonable business decisions but entail varying degrees of uncertainty and risk.
INVITED:
· Steve Call, Director, Office of Management & Budget

· Scott Sotebeer, Sheriff’s Aide, King County Sheriff’s Office

· Bill Wilson, Chief Financial Officer, King County Sheriff’s Office

ATTACHMENTS:
1. Amendment A1 to Proposed Ordinance 2003-0542

2. Proposed Ordinance 2003-0542
3. Letter of transmittal from Executive Sims, dated November 19, 2003
4. 2003 GRHI Budgeted/Projected/Actual Expenditure Report

5. Sheriff’s Office 2003 Budget Submittal showing revenue estimates
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