

Budget and Fiscal Management Committee – April 25, 2018

General Fund Update

The preliminary General Fund ending fund balance at the end of 2017 was $121.4 million.  This is an increase from year end 2016 and solidifies our AAA bond ratings.  We expect fund balance to decrease in 2018 but remain at levels that will protect our bond rating. 

	General Fund (includes Inmate Welfare and Goat Hill Garage Operations) 
(in millions)

	
	
	
	

	 
	2017 Preliminary Actuals         
	2017-2018 
Estimate             

	BEGINNING FUND BALANCE
	105.1
	105.1

	
	
	

	REVENUES
	
	

	Property Tax 1
	341.1
	695.8

	Sales Tax 1
	134.7
	275.3

	Contracts and Charges 2
	249.3
	505.4

	Federal and State Revenue
	20.6
	40.7

	Fines, Fees, Permits 
	34.4
	66.0

	Other Taxes, Miscellaneous3
	50.5
	99.9

	
	
	

	General Fund Revenues
	830.5
	1,683.0

	
	
	

	EXPENDITURES
	
	

	Operating Expenditures
	(779.3)
	(1,612.1)

	CIP & Debt Service
	(34.8)
	(66.5)

	
	
	

	General Fund Expenditures 
	(814.1)
	(1,678.6)

	
	
	

	Other Fund Transactions 
	0.0
	0.0

	
	
	

	Ending Fund Balance
	121.4
	109.5

	
	
	

	
	
	

	General Fund Undesignated Fund Balance 4
	 55.2

	
Rainy Day Reserve Fund Balance 
	 25.2



Notes 
	1 2018 estimates are based on adopted economic forecasts at the 65th percentile. 

	2 Contract includes revenue from external jurisdictions for sheriff, jail, court, public defense, and elections services.  Charges for services includes revenue from other county funds for legal, legislative, and budget services.  
	

	3 Other taxes include interest earnings, penalties on delinquent property taxes, gambling taxes, and other revenue streams.  
4 The General Fund is expected to meet the 8% undesignated fund balance target.  


	


Major revenue variances from the 2017- 2018 Adopted Budget:
· $12 million in additional property tax
· $3 million in additional sales tax
· $14 million in additional contract revenue
· $3 million in additional interest earnings
· Reductions of approximately $6 million in court revenue, transfer from Roads, SCAAP allocation, air support recoupment, and work crew fees

In addition, approximately $38 million of supplemental expenditures have been approved.  This includes reappropriations, revenue backed expenditures, and expenditures for enhanced programming.  The third omnibus will be transmitted in May and will include requests for additional expenditures, some of which are ongoing.   



[bookmark: _GoBack]2019-2020 Preliminary Outlook
	
	2017-2018 Estimated
	2019-2020 Projected

	Beginning Fund Balance
	105.1
	109.5

	
	 
	 

	Revenue
	1,683.0
	1,760.7

	Rev Growth
	
	4.6%

	
	 
	 

	Expenditures
	(1,678.6)
	1,784.4

	Exp Growth
	
	6.3%

	
	 
	 

	Ending Fund Balance
	109.5
	85.8

	Reserves
	(54.3)
	(45.6)

	Undesignated Fund Balance
	55.2
	40.2

	
	 
	 

	Over/Under 8% Target
	0.0
	(17.2)










Estimated Gap 

The General Fund has a projected gap of about $25 million for 2019-2020.

· Even with the strong local economy and generally low inflation and interest, there is a gap of about $24 million between the cost of current services and projected revenues.

· However, when available unreserved fund balance is taken into account, the projected gap is $17 million. 

· In addition, prior experience shows there is an average of about $7 to 8 million of largely unavoidable new costs that have to be covered (e.g., State-imposed requirements related to elections).

· Therefore, we are using $25 million as our planning gap for balancing the General Fund for the next biennium.  

· Many agencies are already understaffed and there is growing demand for new, expanded or different services, such as juvenile justice reform, response to the opioid crisis, and programs to reduce homelessness.  

· The General Fund also faces risks associated with three cases currently in litigation: Dolan interest, right-of-way rental, and CFJC ballot title.

Approach to Balancing

· Targets for reductions ranging from about 1.5% to 4.0% have been distributed to General Fund agencies.  Targets can be met by creating new revenue streams, implementing efficiencies that reduce costs, or by reducing direct services where necessary. 

· Significant efforts are also underway to reduce cost growth of internal services, such as information technology and facilities. Such savings may require agencies to adjust demand (e.g., turn off lower-priority IT systems). In addition, we are examining areas where service demand is down or areas where programs are not delivering the outcomes they have targeted.  

· As part PSB’s cost and monitoring strategy, we will be identifying 40 to 50 proposals or investments in the 2019-2020 budget process that will have ongoing monitoring plans, which will create a common understanding of how effectively County funds are being spent.  

· Lastly, for large new investments of scarce resources we will be asking agencies to show how their underlying base budgets can or cannot absorb the cost increases.   

Agencies will submit budgets to the Executive on June 29 and the Executive will transmit the Proposed Budget on September 24. 

2018 Legislative Session – Effects on King County Budget

1. The State supplemental budget has several direct or indirect effects on King County’s budget:

· An additional $3 million for Public Health, with an emphasis on improving response to disease outbreaks.

· Increased funding for community behavioral health organizations, with an estimated benefit to such organizations in King County of about $20 million.

· Increased funding for opioid treatment and prevention, with an estimated benefit in King County of about $1.4 million.

· An additional 5 classes for corrections officers at the Criminal Justice Training Commission.

· Restoration of about $2 million in marijuana excise tax money previously diverted by the State.

· State funding to assist counties with buildable lands reporting.

· An additional $4 million for the Housing Trust Fund; King County typically gets about 40% of these funds.

· $800,000 of transportation safety funds for a project in Redmond Ridge.

2. The State supplemental budget also includes a one-time reduction in the State’s new McCleary property tax of 30 cents per $1000 of assessed value in 2019.

3. HB 2627 changed the requirement for countywide emergency medical service (EMS) levies to require approval by 75% of the cities exceeding 50,000 population in the county, rather than all of them.

4. HB 2015 applied the lodging tax to premises with fewer than 60 units and to other vacation rentals, which will generate funds for the Convention Center and for King County to support affordable housing, starting in October.  However, the amounts that will be generated are uncertain.

5. HB 1570 removed the sunset clause from the document recording fee that supports homeless response, allows counties to bond against the revenue, and makes various other changes.

6. HB 2597 allows counties and cities to apply the existing low-income senior and disabled veteran tax exemption to levy lid lifts.
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