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SUBJECT

A motion accepting the Regional Animal Services Financial Sustainability Report in response to Ordinance 17941, Section 87, Proviso P1, and authorizing the release of $400,000 currently held in reserve.

SUMMARY

The 2015/2016 adopted biennial budget (Ordinance 17941) contained a proviso directing the Executive to transmit a financial sustainability report for Regional Animal Services of King County (RASKC) that identifies principles and strategies for upcoming interlocal agreement contract negotiations including how to lead the county closer to full-cost recovery and decrease reliance on the General Fund.

Per the proviso, $1,500,000 is authorized for release to RASKC upon transmission to Council of the financial sustainability report and motion to accept the report. (The proviso response, Proposed Motion 2016-0138, was transmitted to Council on February 22nd, ahead of its March 1st due date). The remaining $400,000 is authorized for release to RASKC upon Council passage of the motion to accept the report.

The report is organized in alignment with three operational strategic goals identified in the 2014 RASKC Operational Strategic Plan that include financial sustainability, service excellence and regional leadership. Negotiation principles and strategies included in the financial sustainability report speak to these operational strategic goals.

BACKGROUND 

King County has provided animal services to much of the county since 1972 when King County Animal Control (RASKC’s predecessor) was established. For years, animal services focused on animal control and yielded a high annual animal euthanasia rate. However, policy changes in 2007 aimed at improving animal services efficiency and outcomes shifted the focus for animal services in the county, leading to a dramatically decreased annual animal euthanasia rate and substantial increase in the number of animals rehomed or adopted each year[footnoteRef:1].  [1:  For perspective, the county’s annual animal euthanasia rate has dropped from 83 percent in 1993, nearly 40 percent in 2006, to 12 percent in 2015. Put into context, a 12 percent annual rate exceeds the threshold (15 percent or less annually) required to meet the definition of a “no kill” animal shelter.] 


It was during this period that the model for providing animal services in King County also changed. In 2010, Regional Animal Services of King County (RASKC) was formed as a partnership between King County and more than two dozen cities to improve animal welfare in the region. Currently, RASKC provides regional animal services (field response, sheltering and licensing) to unincorporated areas of the county and 25 contract cities via interlocal agreement (ILA). The current ILAs continue through 2017.

The RASKC regional partnership comprises a total service area of more than 1,100 square miles with just over one million residents. RASKC’s stated mission is to provide the county with sustainable, cost-effective services that protect people and animals while providing humane animal care. Benefits of a regional animal services system as identified by the Joint Cities-County Work Group on Animal Services in 2010 (2010-B0095) include:

· Public health and safety (ability to track animal public health issues regionally, like rabies, and handle multi-jurisdictional animal control cases);
· Animal welfare (reduce pressure on non-profit shelters, create regional capacity for emergency response and large volunteer groups, and avoid competition between jurisdictions for shelter space);
· Customer service (single point of contact for lost pets or citizen complaints, uniform pet licensing program and database management for better customer service, such as returning animals to owners); and
· Efficient services (regional spay and neuter program, economies of scale and a consistent approach to animal care and control countywide).

Animal Services Revenue

Animal license fees[footnoteRef:2] provide a major source of revenue for animal services, with payments from contract cities (for animal services not covered by their licensing revenue) and the county accounting for the other main revenue sources. Income from donations, enhanced services to contract cities, fines and other fees also contribute to animal services revenue. Table 1 below provides a summary of these revenue sources. [2:  More than 100,000 cats and dogs are licensed annually with RASKC. RASKC works with more than 450 contract sales partners including city halls, licensing agencies, pet stores, veterinary clinics, animal shelters and grocery stores.] 



Table 1. RASKC Projected Revenue Sources for 2015/2016
	Revenue Source
	Amount

	Pet Licensing Revenue
	$5,599,873

	Pet Licensing Late Fees
	$160,000

	Animal Adoption Fees
	$150,000

	Animal Business Licensing
	$3,000

	Civil Penalties/Pet License Fines
	$220,000

	Miscellaneous Fees
	$238,800

	City Payment for Services
	$1,589,000

	City Rebate 
	($6,000)

	Enhanced Services
	$511,222

	General Fund
	$5,262,000

	Animal Bequest Fund (Donations) 
	$280,000

	Total Revenues
	$14,007,895



King County allocated $2.6 million in annual General Fund support for animal services as follows in 2015 and 2016[footnoteRef:3]: [3:  The General Fund Transfer to RASKC for 2015/2016 accounts for approximately 37 percent of total biennial revenue for animal services.] 


· $840,000 is the net cost allocated to unincorporated King County annually for RASKC services[footnoteRef:4]; [4:  Unincorporated areas account for approximately one-third of total animal services provided in King County.] 

· $900,000 a year pays for credits to support largely high shelter intake cities in South King County; and
· $900,000 a year pays for items not included in the RASKC partnership model to enhance shelter outcomes in support of a “model” program and cover cost increases outside of the ILA cost allocation model.

Financial Sustainability

In 2014, RASKC prepared an operational strategic plan (and accompanying technical report) in response to a 2013/2014 Budget proviso (Ordinance 17476, Section 99, P1) in order to further the goal of developing a sustainable regional animal services program while maintaining the county's commitment to protecting the health, safety and welfare of both animals and humans. 

The Operational Strategic Plan identified three operational strategic goals for RASKC:  financial sustainability, service excellence and regional leadership.

RASKC 2015/2016 Budget Proviso Requirements

The 2015/2016 adopted budget ordinance (Ordinance 17941) contains a $1,900,000 proviso on RASKC’s $14.2 million total biennial appropriation. The proviso splits release of the held funds, authorizing $1,500,000 to be released to RASKC upon the Executive submitting to Council a financial sustainability report and a motion to accept the report. The remaining $400,000 is authorized for release to RASKC upon Council passage of the motion to accept the report. Per the proviso, the report must address principles and strategies for interlocal agreement (ILA) contract negotiations that include how to lead the county closer to full-cost recovery and decrease reliance on the General Fund.

The proviso states:

	“Of this appropriation, $1,900,000 is restricted as follows:
A.	$1,500,000 shall not be expended or encumbered until the executive transmits a financial sustainability report and a motion that accepts the report; and
B.	 $400,000 shall not be expended or encumbered until the motion is passed by the council.  The motion shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion. 
	The report shall identify principles and strategies for regional animal services of King County interlocal agreement contract negotiations that include how to lead the county closer to full-cost recovery and decrease reliance on the general fund.  The report shall be informed by consideration of the costs and benefits of delivering regional animal services, and it shall be developed with monthly consultation with council staff.
	The executive must file the report and motion required by this proviso by March 1, 2016, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the policy staff director and the lead staff for the government accountability and oversight committee, or its successor.”

ANALYSIS

Financial Sustainability Report Elements

The financial sustainability report is organized in line with the operational strategic goals from the RASKC 2014 Operational Strategic Plan: financial sustainability, service excellence and regional leadership. 

The report includes an overview of RASKC services and notable achievements in each of the strategic operational goal areas. Examples of stated achievements include:

· An 88% Live Release Rate for 2015
· A seven percent increase in pet licensing from 2014 to 2015;
· A 15 percent reduction in shelter intakes from 2010 to 2014; and
· Numerous successful partnerships with community organizations, animal-related businesses and nonprofit animal care providers.

ILA Contract Negotiations Principles and Strategies

The report, per the proviso requirement, outlines principles and strategies for upcoming interlocal agreement (ILA) contract negotiations, addressing ways to reduce reliance on General Fund support and bring regional animal services closer to being a full-cost recovery program. These principles and strategies are organized in accordance with the three strategic operational goals.

Financial Sustainability (RASKC will continue to pursue increasing revenues and reducing/controlling costs to bring the county closer to full-cost recovery and decrease reliance on the general fund).
Negotiations principles
· Lower costs to County General Fund on an on-going basis, plus increase revenues and control/lower operating costs
· Provide Equity and Social Justice support to areas needing it while working with all partners to improve animal licensure rates
Negotiations strategies
· Simplify the cost allocation model
· Allocate county-funded credits to mitigate impacts to changes in the allocation model, particularly for jurisdictions below the average county median income levels
· Revenue from any jurisdiction in excess of their costs should be used to offset the County’s General Fund (outside of the model) expenses

Service Excellence (RASKC utilizes cooperative agreements with public and private partners – optimizing care for all animals in the region).
Negotiations principles
· Maintain or improve the quality of animal outcomes currently achieved by RASKC 
· Maintain or improve service levels for public and contract partners 
Negotiations strategies
· Work to ensure equity of service and animal care is provided across the County
· Work to ensure all participating cities remain in the model 
Regional Leadership (RASKC is a nationally recognized regional leader, serving as the regional clearinghouse and a subject matter expert).
Negotiations principles
· Include additional cities, ensuring outcomes and services are  maintained and cost impacts can be mitigated
· Utilize other facilities to enhance effectiveness, efficiency or capacity of animal care and sheltering in King County 
Negotiations strategies
· Actively engage the County and all 25 partner cities in the negotiations process


ILA Negotiations Prospective Timeline

The financial sustainability report identifies the following anticipated negotiation process milestones:
· January 20, 2016 – Initiate ILA contract negotiation discussions with cities, including the approach for reaching agreement on principles and strategies and establishing an agreed timeline, such as utilized in previous ILA contract negotiations. 
· September 1, 2016 - Agreement in principle by all parties.
· December 31, 2016 – Contract draft for parties CEOs to review/approve.
· February 15, 2017 – Formal notification of intent to contract.
· May 1, 2017 – Confirmation of intent to contract.
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