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STAFF REPORT
SUBJECT:  AN ORDINANCE making supplemental appropriations totaling $4,478,000 to various current expense and non-current expense agencies and the risk abatement IV OMB/IT classification and compensation fund to implement information technology class/comp agreements.
BACKGROUND:  
When the former King County and Metro governments merged, a need was created to integrate their separate personnel classification and compensation systems.  This effort is known as the classification and compensation (class/comp) project.  This project has been underway for nearly a decade.  The original intend of the project was to normalize salaries of the former Metro and county governments.  With the passage of so much time, the project is now also intended to bring employees wages up to market wage levels.

The class/comp studies for represented information technology professional staff have been completed.  The proposed classification and compensation structure is reflected in six Memoranda of Agreement.  Legislation approving the six Memoranda of Agreement (MOAs) was reviewed and approved by the Council’s Labor, Operations and Technology Committee on September 14, 2004.
For more detailed background as to the class/comp issue, please see the Revised Staff Report for the companion legislation recently approved by the Labor, Operations and Technology Committee, a copy of which is attached to this Staff Report (Attachment 5).
ANALYSIS
Proposed Ordinance 2004-0429 seeks supplemental appropriations that will allow the county to implement six Memoranda of Agreement negotiated by and between King County and six bargaining units representing 400 information technology professionals in the departments of adult and juvenile detention, community and human services, development and environmental services, executive services, judicial administration, natural resources and parks, public health, transportation and the King County sheriff’s office.  
The appropriations are required to cover the costs of retroactive pay, pay rate adjustments, and adjustments in unemployment, retirement and contingency costs in connection with implementing the Agreements.  The appropriation would also provide appropriation authority to pay for administrative costs totaling $654,167.  

Specifically, proposed Ordinance 2004-0429, if approved, would allow the transfer of $4,478,000 as follows:

	Fund
	Appropriation Name
	2004

	Current Expense/0010
	Salary and Wage Contingency
	($310,000)

	Current Expense/0010
	General Government Fund Transfers
	$310,000

	Criminal Justice/1020
	Salary and Wage Contingency/CJ
	($12,500)

	Criminal Justice/1020
	Transfer to Other Funds/CJ
	$12,500

	Mental Health/1120
	MHCADS – Mental Health
	$70,500

	Water and Land Resources/1210
	Water and Land Resources
	$132,000

	Public Transportation/4640
	Transit
	$589,500

	Info & Tech Telecom – Data Process/ 5531
	ITS – Technology Services
	$521,000

	Risk Abatement IV/1394
	OMB/IT Class Comp
	$3,165,000

	
	Full Supplemental and Risk Abatement
	$4,478,000


The source of the revenue for these transfers come either from the financial plans of impacted departments or from the salary and wage contingency.  Some departments planned for the potential settlement of the class/comp study and accompanying salary and wage adjustments.  Approximately $1,529,500 will be transferred into the Risk Abatement fund from departments from revenues they have set aside for this purpose.  The executive is seeking $1,635,500 in supplemental appropriation authority in this legislation to cover the remainder of the costs.  $310,000 of this supplemental authority would come from current expense and the remainder would come from non-current expense funds (such as transit and water and land resources).  
The Risk Abatement fund will make the required distribution of payment to covered employees for retroactive adjustments.  The departments will pay $113,500 for range and step increases to these employees for the remaining two months of 2004.  This results in a total cost for these adjustments for 2004 of $3,278,500.
The costs for implementing the class/comp agreements with 400 information technology professionals fall into several categories:
Salary and Wage Related Costs:  The salary and wage related costs including two months’ worth of range and step increases for employees in 2004, and a monthly retroactive payment from the effective date of the agreements.  There are Core/Mirror Mitigation payments of either $1,875 or $3,750, and signing bonuses for some employees.  Finally, these costs include payment for individuals who are above the new class compensation for their current positions.  In 2005, these costs will include annualized and range and step increases for the new class, and in 2006 the costs include extra step increases for individuals who currently are at step 10 in their current positions and were moved to a higher range, lower step as a result of the class/comp study.  The costs are estimated to be:
	2004 Costs
	$2,857,895

	2005 Costs
	760,129

	2006 Costs
	74,271

	     TOTAL
	3,692,295


FICA/PERS/Contingency Costs:  There are costs involved with pay rate adjustments for unemployment and retirement benefits.  In addition, the executive is seeking to include in this supplemental appropriation ordinance some funding to cover potential errors, omissions, employee elections and employee appeals of their class/comp pay adjustments.  FICA costs are calculated at 7.65% of the total retroactive pay and wage adjustments, and PERS costs are calculated at 1.44%.  The executive seeks to set aside 10% to fund the contingency for errors and appeals.  The estimated costs for FICA, PERS and the contingency costs are:
	2004 Costs
	420,379

	2005 Costs
	145,371

	2006 Costs
	14,229

	     TOTAL
	$579,979


Administration Costs:  The executive is seeking a new appropriation in the amount of $654,167 to cover the costs of administering the implementation of the class/comp pay adjustments.  The job of the office and staff was to prepare for and implement the payment of information technology professionals.  This included determining which employees were involved, what their current classification is, what their new classification should be, informing them of the changes, review and changing payroll date and making the calculations for their pay out.
To implement the changes, an office was established, furnished with necessary office equipment and staffed with temporary employees on loan from other departments.  At the peak of this project, the office employed six temporary employees.  Current staffing is three employees.  The total costs estimated for 2004 will be $489,880 and for 2005 will be 164,287, for a total request of $654,167.  See attachment 4 for details of the expenditures covered by this request.
None of these costs were included in the 2004 adopted budget.  To date, the costs have been borne by the Finance Division.  The requested appropriation would reimburse the Finance Division operating fund for the costs expended on this office.  As with the overall payment adjustments, these administrative costs will come from current expense and from the impacted departments.  The proposed ordinance assumes that the entire $654,167 in administrative costs would be appropriated in 2004, even though some of the costs will be incurred in 2005.
Total Estimated Costs:  In adding the three categories of costs, the costs for implementing the class/comp adjustments would total:

	
	Salary and Wages
	FICA/PERS/ Contingency
	Administrative Costs
	Total by Year

	2004 Costs
	$2,857,895
	420,379
	654,167
	*3,932,441

	2005 Costs
	760,129
	145,371
	0
	905,500

	2006 Costs
	74,271
	14,229
	0
	88,500


*The total cost of implementing the class/comp adjustments is less than the total appropriation request.  This is because approximately $767,400 of the total cost involves pay adjustments for the last two months of 2004.  These adjustments will be made within the existing budgets for the departments involved, and supplemental appropriation authority is not required.
Reasonableness 
The MOAs that institute class/comp pay rate adjustments are scheduled for council consideration on September 20, 2004 (prior to this Committee meeting).  If the council approves these MOAs, approval of the supplemental request would that fund the wage adjustments and related costs would be a reasonable business decision for the council.  The adopted CX Salary and Wage contingency and the Risk Abatement fund has reserved funds for this purpose.  Approval of Proposed Ordinance 2004-0429 is consistent with the CX financial plan.
ATTACHMENTS:
1. Proposed Ordinance No. 2004-0429
2. Executive Transmittal Letter dated September 1, 2004
3. Fiscal Note for Proposed Ordinance 2004-0429
4. Expenditure detail for administrative costs

5. Revised Staff Report on Proposed Ordinance 2004-0418 dated September 14, 2004.
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Steve Call, Director, Office of Management and Budget
Karleen Sakumoto, Assistant Finance Manager, Department of Executive Services
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