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August 8, 2007

The Honorable Larry Gossett
Chair, King County Council

Room 1200

C O U R T H O U S E 

Dear Councilmember Gossett:
I am forwarding for council review and approval, an ordinance reconciling various capital improvement projects and funds with carryover budget authority from 2006 to 2007.  In total, the reconciliation ordinance affects project appropriation levels in 56 separate funds and sub-funds and for approximately 254 different projects.  Staff of the Office of Management and Budget is available to provide background information for the funds and projects. 

This ordinance also re-appropriates $3,575,444 of Current Expense (CX) funds to continue revenue backing for CX supported capital projects with carryover budget authority.  This amounts to an $87,816 reduction to the capital improvement CIP carryover reserve in the 2007 adopted Current Expense Financial Plan.
The Office of Management and Budget, together with departments with CIP responsibility, annually reviews all capital funds and projects to determine carryover budget amounts and supporting revenue availability.  At times, budget authority has to be changed to match expenditure patterns, revenue shortfalls, or to correct the current year budget.  The net effect of this CIP reconciliation process is a proposed $5,438,243 increase in budget authority carried over from 2006 to 2007.  This net increase is primarily due to $19,941,119 in expenditure authority being added to the transfer to Fund 3951 Bond Anticipation Note Transfer project in Fund 3802.  This appropriation authority is a technical adjustment to provide the necessary expenditure authority to the transfer project that provides a transfer of funds to the Building Repair and Replacement Fund.   
In the following table, the capital funds included in this proposed CIP Reconciliation Ordinance are categorized by size of appropriation or dis-appropriation amount at the fund level. 

CIP Reconciliation Budget Authority Changes 

Summarized at the Fund Level of Analysis

	Item
	CIP Reconciliation
 Amount
	Number of 
funds 

	A
	Reduction > ($750,000)
	4

	B
	($500,000) – ($749,999)
	1

	C
	($499,999) - ($250,000) 
	1

	D
	($249,999) - ($50,000)
	8

	E
	($49,999) - $0
	9

	F
	$1 - $50,000
	26

	G
	$50,001 - $250,000
	5

	H
	$250,001 - $749,999
	 0

	I
	Increase  > $750,000
	2 


The summary explanation for the 6 funds with disappropriation or reappropriation requests over $750,000 [items A & I in the table above] is provided below:
Long Term Lease Fund 3310 ($2,302,744)

This disappropriation is an annual occurrence in CIP reconciliation to remove excess budget authority for lease payments in the prior year.

Excess Earnings Bond Funds (multiple) $1,304,537
This is a technical adjustment to appropriate budget for expenditures that occurred in prior years.  All bond funds are subject to arbitrage rules set by the federal government.  There are nine bond funds which earned interest greater than the interest rate on the issuance of the bonds.  When that occurs, the Treasury section does a complex financial calculation, based on the rules defined by the federal government.  The nine funds had amounts paid to the IRS in prior years.  See the general government attachment for details on appropriation requests by fund.
Open Space Non-Bond Fund 3522 ($4,957,546)
The proposed CIP Reconciliation ordinance changes to carryover budget in the Open Space Non-Bond Fund (3522) amount to a net $4,957,546 disappropriation.  The proposed budget reduction falls into three categories:  1) technical adjustments to the Cedar River Legacy projects totaling ($3,000,000), 2) removal of excess grant contingency budget, ($745,500), and 3) miscellaneous adjustments involving twenty-eight projects resulting in a net decrease of ($1,212,046).  The Cedar River Legacy adjustments are described in the following paragraph.
In 2001 and 2003 a total of $2 million was appropriated as a first installment on a planned $5 million interlocal agreement between the City of Seattle and King County to partner in acquiring land as part of the Cedar River Legacy program.  At the close of negotiations it was decided that the original Seattle project scope for the Cedar River acquisitions would be accomplished through the city’s partnership with Cascade Land Conservancy.  This plan makes it unnecessary to continue to carryover the $2,000,000 of King County budget authority.  An additional $1 million of budget authority can be disappropriated from the Cedar River Habitat Conservation Plan (HCP) #2 project because when it was approved in 2006 it had the effect of inadvertently duplicating the scope and budget of $1 million project approved in 2003.
Road Services Capital Fund 3860 ($4,899,308)
This disappropriation is primarily due to the annual cancellation of excess grant contingency budget authority.  The replacement grant contingency budget authority was included in the 2007 adopted budget.  Four of the remaining five projects cancellations provide for an offsetting increase to the Cost Model Project.  The fifth project cancellation was grant funded and therefore the budget is not eligible to move to the Cost Model Contingency Project.
Bond Anticipation Notes Proceeds Fund 3802 $19,941,939
This appropriation provides the necessary expenditure authority to the transfer project that provides a transfer of funds to the Building Repair and Replacement Fund.  The transfer provides funding for previously approved capital projects including, but not limited to the Pedestrian Tunnel Design, Sky Bridge Feasibility Study, King County Correctional Facility Security Electronics Project, ISP/Jail Health project and the Courthouse Seismic (Courthouse South Entry) project.
Wastewater Treatment Fund 4616 ($2,173,092)
The Wastewater Treatment Division capital program managers identified seven projects with remaining capital budget at the time of project completion.  These reductions are recommended in the CIP Reconciliation ordinance as this allows for a better linkage to the decisions made in the mid 2007 rate setting process.
If you have any questions regarding this transmittal please contact Bob Cowan, Director, Office of Management and Budget (OMB), at 206-296-3434, or Sid Bender, OMB Capital Section Supervisor, at 206-296-0117.
Sincerely,

Ron Sims
King County Executive

Enclosures

cc:
King County Councilmembers



ATTN:   Ross Baker, Chief of Staff



               Nancy Glaser, Policy Staff Director



   Anne Noris, Clerk of the Council


Bob Cowan, Director, Office of Management and Budget (OMB)
Debora Gay, Deputy Director, OMB
Sid Bender, Capital Budget Supervisor, OMB

Harold Taniguchi, Director, Department of Transportation (DOT)
Linda Dougherty, Division Director, Roads Services Division, DOT

Kevin Desmond, General Manager, Transit Division, DOT

Jill Krecklow, Finance and Administrative Services Manager, Transit Division, DOT

Jim Buck, County Administrative Officer Designee, Department of Executive 

    Services (DES)

Kathy Brown, Director, Facilities Management Division, DES

Theresa Jennings, Interim Director, Department of Natural Resources and 
     Parks (DNRP)
Bob Burns, Deputy Director, DNRP
John Bodoia, Chief Financial Officer, DNRP 
Christie True, Director, Wastewater Treatment Division, DNRP


Steve Oien, Finance and Administration Services Manager, Water and Land Resources 
     Division, DNRP

David Martinez, Chief Information Officer, Office of Information Resource 

     Management (OIRM)
Dana Spencer, Director of Service Development, OIRM
