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STAFF REPORT

SUBJECT:  AN ORDINANCE proposing an amendment to Article 4 of the King County Charter; authorizing the council to adopt ordinances providing for biennial budgeting, and submitting the same to the voters of the county for their ratification or rejection at the November 2003 general election.
BACKGROUND:

In 1997, the Legislature authorized biennial budgeting for counties in Washington state.  Biennial budgeting option for counties is authorized by RCW 36.40.250.  This same option has been available to cities and towns through RCW 35.34 and RCW 35A.34, since authorized in 1985.

The Municipal Research and Services Center of Washington (MSRC) defines a biennial budget as “the adoption of a two year appropriation, with a requirement of a mid-biennium review and adoption of only adjustments to the original biennial appropriations that reflect changes in financial conditions, programs, and/or authorizing laws that affect ongoing expenditures.”
Only three counties in Washington currently use some form of biennial budgeting:  Clark, Cowlitz and Kitsap.  Clark county approves a two-year budget, while Cowlitz and Kitsap approve two one-year budgets.  Several Washington cities currently use biennial budget cycles, including:  Vancouver, Tacoma, Mercer Island, Kennewick, Steilacoom, Oak Harbor, Mabton, Bellevue, Redmond, Mill Creek, Federal Way, Longview, University Place, Bremerton and Normandy Park.  
The Municipal Research and Services Center of Washington has identified advantages and disadvantages of biennial budgeting as follows:

Advantages of Biennial Budgeting 

· Better Long Range and Strategic Planning: a biennial budget requires forecasting expenditures and revenues up to thirty months in advance, thus departments and policy makers are considering longer time horizons for resource and program planning purposes.

· Staff Redeployment Opportunities: the biennial budget offers an opportunity to redeploythe central budget staff, during the first year of the biennial budget, to focused program evaluations, capital improvements programming or policy development. It also frees up departmental staff who would otherwise be working on budget to attend to programmatic issues. 

· Policy Emphasis: Although not always an intended result, the policy makers often move away from a detail line-item approach to a more policy- oriented budget during a biennial budget process. This often allows more discretion for the management team and focuses the policy makers on results instead of attempting to micro-manage the programs. 

· Time Redistribution: It is generally agreed that biennial budgeting can save staff time. Generally, that time is redistributed in that more work goes into the development of the biennial budget and then much less work is required during the mid-biennium review. This can also be true for the policy makers. 

Biennial Budgeting Disadvantages 

· Revenue Forecasting Difficulties: In a dynamic economy, accurately forecasting revenues is extremely difficult up to thirty months in advance. Witness the state of Washington revenue forecasts that change, often dramatically, throughout the biennium. In a scenario where the local economy may slow during the two-year cycle, biennial budgets can be a real problem. Many experienced practitioners recommend only budgeting biennially when economic conditions are stable. Additionally, projecting federal and state shared revenues and mandates can be nearly impossible that far in advance. The fact that counties rely more heavily on state and federal revenues than cities might give some insight as to why fewer counties than cities have moved to a biennial budget process. 

· Less Responsiveness: A biennial budget can make it more difficult to adapt to changing economic and/or programmatic conditions. A biennial budget does not typically provide for major program changes during the biennium. However, most Washington cities do not report big problems in this regard. They simply make budget adjustments when necessary. 

· Financial Software Changes: Most often financial software is not set up to allow biennial budgeting and/or reporting. Sometimes it requires expensive reprogramming. Check on this issue before proceeding. 

· Workload Stress: The conversion to a biennial budget process can require much more work in the first budget development cycle on the part of central budget staff and department staff.

SUMMARY:

Proposed Ordinance 2002-0603, if approved, would place an amendment to the county charter on the November 4, 2003 general election ballot that would allow—not require—the county council to adopt an ordinance providing for a biennial budget cycle for any or all county funds.  Amendments to the county charter require voter approval.
ATTACHMENTS:

1. Amendment A1 to Proposed Ordinance 2002-0603 inserting ballot title

2. Proposed Ordinance 2002-0603
3. Letter from Ron Sims, dated May 21, 2003
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