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SUBJECT

AN ORDINANCE relating to the employee giving program; and amending Ordinance 8575, Section 1, as amended, and K.C.C. 3.36.010, Ordinance 8575, Section 2, as amended, and K.C.C. 3.36.020, Ordinance 8575, Section 3, as amended, and K.C.C. 3.36.030, Ordinance 16035, Section 5, and K.C.C. 3.36.045, Ordinance 16035, Section 6, and K.C.C. 3.36.055, Ordinance 16035, Section 7, and K.C.C. 3.36.065, Ordinance 16035, Section 8, and K.C.C. 3.36.075, Ordinance 15378, Section 3, and K.C.C. 1.36.040, Ordinance 15558, Section 2, and K.C.C. 3.12.222, Ordinance 14998, Section 1, and K.C.C. 4.08.345 and Ordinance 12076, Section 9, as amended, and K.C.C. 4.08.015, adding a new section to K.C.C. chapter 3.36, adding a new section to K.C.C. chapter 3.04, adding a new section to K.C.C. chapter 2.80 and repealing Ordinance 8575, Section 4, as amended, and K.C.C. 3.36.040.
SUMMARY

This Proposed Ordinance makes changes to the county’s Employee Giving Program (program).  The program was created in 1988 and supports the Annual Giving Drive, ad hoc campaigns to support natural disaster relief efforts, and all requests for information from employees and nonprofit organizations.  King County employees have donated more than $20 million through the program, supporting its growth from less than 10 qualified nonprofit organizations to more than 700 hundred in 2010.

This proposed ordinance changes county code to empower the King County’s Employee Giving Program Committee to adopt rules and bylaws to administer the program consistent with defined principles set forth in the ordinance.  The proposed ordinance also would modify the one of the existing eligibility rules by which a nonprofit may participate in the annual drive or natural disaster relief solicitations. Further, the ordinance proposes to allow the program to accept donations or develop revenue to offset program administration costs. Finally, the ordinance makes several clarifying changes to existing code as recommended by the code reviser.
Background 

In the 1950s, labor unions across the country began forming community chests as a way of giving back to the community and building employee unity.  These were the first workplace giving campaigns.  These campaigns allowed employees to make contributions to charities without the need to mount multiple costly campaigns, thus reducing the cost of the campaign and allowing more money to be available for charitable giving.  
The county’s Employee Giving Program was created in 1988 and supports the Annual Giving Drive, ad hoc campaigns to support natural disaster relief efforts, and year-round requests for information from employees and nonprofit organizations.  King County employees have donated more than $20 million since the inception of the program, supporting its growth from less than 10 qualified nonprofit organizations to more than 700 hundred in 2010.  In 2010, King County employees donated $1.56 million dollars through payroll deduction, vacation or comp time donation, special events, and one time donations. These funds went to support over 700 nonprofit organizations participating in the annual giving drive. In addition, the county program raised another $286,000 for the Japan Earthquake/Tsunami Relief Effort.
The program was created to provide a convenient and effective channel through which county employees may contribute to charitable organizations through direct contribution, payroll deductions, or the conversion of leave.  The program is self-supported and seeks to provide the program through minimal disruption to the county workplace and without multiple charitable campaigns.  The program is also responsible for ensuring charitable organizations meet minimum requirements and are thereby eligible to receive contributions.  
A 15-member Employee Giving Program Committee appointed by the executive, and confirmed by the council, governs the Employee Giving Program and the Annual Giving Drive. During the drive, several Campaign Executives (volunteers from various agencies) join the program as temporary staff to support the full-time Employee Giving Program Administrator. Furthermore, over 200 employees volunteer to serve as coordinators within the various departments and divisions for the drive. They provide program information and then collect donation forms for employees ensuring each King County employee has the opportunity to participate.  An administrative fee is charged to employee charitable donations to pay for the program. Traditionally, the administrative fee has been between 8 to 12 percent, fluctuating from year to year.  This is the entire budget for the following year’s program. If there are any administrative funds left at the end of the year they are donated to nonprofit organizations in the next year. 
The Employee Giving Program screens all nonprofit participants so employees can be assured their donations are going to a legitimate nonprofit.  Each participating organization is required by code to be registered as a 501(c)(3) nonprofit organization and registered with the Secretary of State to solicit donations in Washington.  The agencies must also demonstrate that they are in compliance with the non-discrimination policies set by King County and have total administrative costs of 25 percent or less.

Analysis 
According to the executive, the program changes included in this proposed ordinance are intended to clarify the responsibilities of the Employee Giving Program Committee and align the overall program with the service excellence and financial stewardship goals of King County’s Strategic Plan.  The program is also seeking to implement industry best practices by strengthening nonprofit eligibility standards, streamlining administrative processes, reducing program costs, and allowing the program to raise additional revenues that can help defray administration and overhead expenses.
The proposed ordinance would add the following principles to King County Code to guide the committee in establishing new rules and bylaws, as well as establishing the overall policies for the administration of the program: 
· Seek operational efficiencies.

· Enhance Program effectiveness.

· Use innovative best practices.

· Promote equitable access for nonprofit participation.

· Maintain standards to ensure nonprofit fiscal responsibility and stability.

The ordinance proposes that the Employee Giving Program Committee be empowered to adopt rules and bylaws to administer the program consistent with these principles.  The ordinance proposes changes to reinforce the committee’s fiscal stewardship role and the responsibility for establishing and applying eligibility rules by which a nonprofit may participate in the annual drive and natural disaster relief solicitations.  It appears that these proposed changes will allow for more flexibility in changing the program to meet evolving circumstances in an efficient and accountable manner.  In addition, the ordinance proposes that some administrative details currently contained in the King County Code be moved into program rules to be established by the committee and implemented via the public rule-making process.  Rather than being required to change code whenever a change is identified, the committee would be able to use a less cumbersome process that still requires a transparent process for reviewing the changes before they are implemented.  

The eligibility criteria currently in King County Code, including requirements for nonprofits to have IRS 501(c)(3) status or be a governmental unit in the state of Washington; to be registered as a charitable organization with the Washington Secretary of State; and to comply with King County’s nondiscrimination policy (or claim a legal exemption) would not change.  However, according to the executive, the committee would use new rules that strengthen standards used to screen nonprofit participation in the annual drive.  For example, the rules would include new eligibility criteria for truthfulness in advertising, annual independent financial audits and protection of donor privacy.  

Nevertheless, the executive is proposing to eliminate one of the criteria currently contained in King County Code.  The program currently uses the ratio of administrative plus fundraising expenses, divided by revenue (called the Administrative Fundraising Ratio or AFR), to screen nonprofits for inclusion in the annual drive.  Prior to 2011, the maximum AFR allowed was 25 percent.  In 2011, Ordinance 17047 was adopted that increased the allowed AFR from 25 percent to 35 percent for just one year to account for the effects of the recession on nonprofit agency fundraising and revenues. The executive is making this recommended change after a multi-year review of the current eligibility requirements.   
The 2010 Employee Giving Program Strategic Plan prioritized the review and potential revision of eligibility criteria for nonprofit participation in the Annual Drive, in order to better align these criteria with current industry standards. The Nonprofit Relations & Development Subcommittee was charged with researching and forming eligibility criteria recommendations to the full committee.  The subcommittee reviewed industry standards, best practices, and interviewed charitable organizations to determine whether the county’s existing requirements were appropriate when compared to nationwide standards. The subcommittee concluded that the AFR methodology is no longer appropriate because: 
1. There is no consistency across nonprofits in how they define the expense components used to calculate the AFR, 

2. The AFR is not used in the nonprofit evaluation process by industry leaders, and,

3. The AFR may actually exclude what are otherwise sound and well run nonprofits from the annual drive.  
For future campaigns, in lieu of publishing AFR data, the committee recommends that the program provide references and resources to employees during the annual drive that will assist in their independent evaluations of the nonprofits.  Attachment 4 describes the subcommittee’s conclusions.  
The proposed ordinance, with its proposed change to allow the committee to set rules administratively, appears to allow for more flexibility to adjust nonprofit eligibility standards as they evolve, ensuring stability in nonprofit participation from year to year.  According to the executive, with the expected increased stability, participation in the program will probably increase.  The changes will also allow for additional technological improvements and processing efficiencies that can be implemented without changing county code.

Finally, the ordinance includes a provision that will allow the program to accept donations from the general public and businesses and to offer revenue generating opportunities, such as advertising in the annual drive catalog and on the program website.  This change would allow the program to maximize fundraising potential with no added burden to the County budget or the taxpayer.  The Fiscal Note accompanying the proposed ordinance estimates that the program realize about $6,000 in 2012, and between $10,000 and up to $14,000 in future years if this provision is adopted.
This proposed ordinance was prepared with support from the Prosecuting Attorney’s Office and has been reviewed by the council Legal Counsel.
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