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SUBJECT
This item is a review and discussion of initial options for policy direction regarding human services and the 2010 budget.
PURPOSE 
This report will provide committee members with initial options for policy direction regarding human services and the 2010 budget. The initial options are intended as a beginning point for Committee discussion prior to developing final options at the July 22nd meeting. 
This report is the fourth in a series of structured monthly committee briefings focusing on the County’s human services, policies and budget.  The purpose of these monthly briefings is to provide information that will assist the Council in developing policy direction regarding King County’s human services as the County works through the budget crisis for 2010 and beyond. 
The following is an outline of the structured briefings currently planned for the committee. The briefings generally follow the committee’s work plan, but like the work plan, the briefings and/or dates may be changed. The list below is intended to assist members in tracking the progress of the briefings and will be included in each subsequent staff report of this series. 

                        February 24:
Overview of King County Human Services (Completed)

March 24: 
King County Human Services Policies and Partners (Completed)

    April 28:  
2009 County Budget: Impacts and Implications for 2010 (Moved to 



May 20, 2008 meeting/Completed)

       
May 20
:
Opportunities for Collaboration/Community Partner Input (Completed)



State Budget Review

You are here→  June 23: 

Options Development: Initial options for policy direction regarding 
human services and the 2010 budget.
REVISED DATE July 22:

Replaces 7/28 meeting-Options Analysis: Review Preliminary 
Recommendations for Health and Human Services 2010 Budget 
Policy 
Options 
              NEW→ July 29: 
SPECIAL MEETING Review Preliminary Recommendations for 



Health and Human Services 2010 Budget Policy Options and Public 



Comment


August 25:
Finalize Committee Recommendations for Health and Human Services 2010 Budget Policy Options 
BACKGROUND
Key Human Services Facts

Human services are defined as a group of wide ranging programs designed to assist the County’s most vulnerable citizens. The County’s human service areas range from services for older adults, youth and family services, to housing and community development programs.
King County provides human services for two reasons. 
1. Contractual Obligations: In some cases, the County has regional, contractual obligations with the State of Washington to engage in the planning and provision of publically funded services, such as mental health, substance abuse, veterans, and developmental disabilities.

2. More effective and efficient “mandated” services: In other instances, the provision of human services helps the County meet state mandates for the provision of public health and criminal justice services in a more efficient and cost effective manner. 

The majority of King County’s human services funds are contracted to community-based agencies that provide direct services. According to the 2007 DCHS annual report, over 85 percent of all funds were contracted to community agencies, with eight percent supporting direct services provided by DCHS staff; and the remaining seven percent funded administration costs.

King County funded human services that were provided to over 583,000 families and individuals in 2007.
 
ANALYSIS

1. King County Human Services Policies
The foundational policy document that outlines the County’s role in human services is the adopted Framework Policies for Human Services. It states:
· King County plays a leadership role in coordinating regional housing and human services systems. In concert with federal, state, and local governments, service providers, non-profit organizations, foundations, faith communities, businesses, schools, the criminal justice system and others, King County will seek to build and sustain a coordinated regional human services system to provide services, supports, safety and opportunity to those most in need.   
· King County has lead responsibility for several regional human service systems, including mental health, substance abuse, veterans, and developmental disabilities.
· The County focuses human services efforts and funds in four key areas: 

1. Prevention and early intervention services

2. Ending homelessness

3. Criminal justice services as alternatives to incarceration

4. Job training and employment services
2. 2009 Human Service Budgets and General Fund Contribution 
The total 2009 human services budget, across all human service funds, is over $359 million. The King County general fund component of 2009 human service funding is $11.4 million (three percent). By comparison to 2008, general fund was about five percent of the total human services revenue.
The County cut nearly 35% of its general fund out of human services in 2009, as shown in Table 1 below:

Table 1
	Human Services General Fund Allocation 2008 to 2009



	Human Services Fund
	2008 General Fund
	2009 General Fund
	Difference 2008-2009 General Fund
	% Change to General Fund 2008-2009

	Community Services Operating
	$          9,753,904
	$      4,636,906
	$    (5,116,998)
	-52.5%

	Work Training
	$          1,169,547
	$      1,115,096
	$         (54,451)
	-4.7%

	Housing Opp. Fund
	$             785,657
	$        568,703
	$       (216,954)
	-27.6%

	DCHS Director/Admin
	$             418,945
	$        286,269
	$       (132,676)
	-31.7%

	Mental Health
	$          1,921,224
	$      1,635,420
	$       (285,804)
	-14.9%

	Substance Abuse
	$          3,356,498
	$      3,166,986
	$       (189,512)
	-5.6%

	Human Services General Fund Total
	$     17,532,227
	$ 11,409,380
	$      (6,122,847)
	-34.9%


The majority of human services funded by the County’s general fund are considered non-mandatory (required by State or Federal law). 

The 2009 general fund cuts to human services were based on an Executive directive where County departments and agencies that primarily deliver discretionary services were asked to develop a three year reduction plan to completely phase out general fund for non mandatory services and programs. 2009 Executive budget materials indicated that general fund reductions would occur through 2011, after such time support from general fund may be entirely eliminated from human services.
The application of this methodology resulted in the reduction of $6.1 million of general fund support from human services in 2009. 
3. 2010 Human Services Budgets and General Contribution
The Office of Management and Budget (OMB) is currently projecting a $46 million general fund deficit in 2010. That figure is expected to increase as revenues to the general fund decrease. 2010 budget instructions from OMB issued in March directed a preliminary general fund reduction of 10.83 percent across all County departments and agencies. OMB also indicated that services mandated by State law will be prioritized over services that are not mandated and that items in the “lifeboat” which were funded for six months are to be eliminated in 2010. Consequently, 2010 will bring another year of reductions to the County’s general fund contribution to human services. 

Some limited funding relief was made available to the County by the State Legislature. Non supplanting language for the MIDD tax was eliminated and an Auditor filing fee was added. However, both of these tools are time limited: Mental Illness and Drug Dependency (MIDD) supplantation is allowed only for five years, using up to 50 percent of MIDD revenues in year one with a decreasing percentage each year; and the filing fee allowed only through 2013. These tools provide only short term relief for certain general fund supported human service areas rather than long term stability for the funding of human services. 
Without additional tools to address the deficit and structural gap, general fund allocated to human services will likely be reduced in 2010 and beyond.
Table 2 below shows a range of potential reduction areas and amounts in DCHS. There are three levels of reductions shown in the table. The levels are human service items that:

1. Received six months of funding in the “lifeboat”
.

2. Were outlined in the 2009 Three Year Reduction plan. 
3. Were restored by the Council using one time funds.



Table 2

	Potential 2010 Human Service General Fund Reduction 
Areas and Amounts 

	First Six Months Lifeboat Community Services Operating
	 $   (1,283,619)

	First Six Months Lifeboat Mental Health Fund
	 $     (343,836)

	First Six Months Lifeboat Substance Abuse Fund
	 $       (44,559)

	2009 “LIFEBOAT” ITEMS
	 $(1,672,014)

	Domestic Violence
	 $     (585,702)

	Sexual Assault
	 $     (394,474)

	Senior Centers/Unincorporated & Rural
	 $     (288,786)

	Work Training In School Youth
	 $       (30,000)

	HOF Projects, RAHP, ARCH
	 $     (311,787)

	THREE YEAR REDUCTION PLAN ITEMS
	 $(1,610,749)

	2009 Council Restoration of Housing Vouchers and Chemical Dependency Program
	 $     (268,542)

	ONE TIME COUNCIL RESTORED ITEMS
	 $   (268,542)

	TOTAL POTENTIAL REDUCITONS
	 $(3,551,305)


The information in Table 2 shows a range of potential general fund reductions. It does not assume supplantation of general fund support by MIDD or the new Auditor’s filing fee approved by the State Legislature
, both of which may be used to supplant human services general fund. Supplantation of general fund by either of these other revenue sources would reduce the amount of general fund contributed to human service programs. 
Please note that the reduction methodology was developed by a past County Executive. The current County Executive may determine a different funding/reduction approach that may not be reflected by the tables in this staff report.
Table 3 below shows a preliminary estimate of projected general fund contribution to human services, using the data from table 2. 

Table 3

	Projected 2010 General Fund Contribution to Human Services 

	2009 General Fund Contribution to Human Services
	$   11,409,380 

	Estimated 2010 "Lifeboat" General Fund Reductions
	$   (1,672,014)

	Estimated Three Year General Fund Reduction Plan
	$   (1,610,749)

	One Time Council Restored Items
	 $      (268,542)

	Sub Total
	 $  7,858,075 

	10.83 Percent Reduction (applied to subtotal) 
	 $      (851,030)

	Projected 2010 General Fund Contribution to Human Services 
	 $  7,007,045 


The projected 2010 general fund contribution to human services shown in table 3 is a preliminary estimate intended to show the range of potential general fund reduction to human services. As with table 2, the figures in table 3 do not assume supplantation by MIDD or the new Auditor’s filing fee. In addition, the preliminary 10.83 percent reduction is assumed after other reductions.

INITIAL HUMAN SERVICES POLICY OPTIONS

While some cuts to human services programs may be staved off in the short term due to MIDD supplantation and potential supplantation of the Auditor filing fee for general fund, two overarching policy questions remain. They are:

1. During this time of declining revenue, should the County treat “non-mandated” human service programs that help mandated programs operate more effectively and efficiently as mandated programs?
2. Whether the County should dedicate, on an ongoing basis, a base level of general fund to human services. 

The answers to these questions address the issue of whether the County should align its general fund support with its policy decisions. 

As outlined in the County’s adopted Framework Policies for Human Services, the County has strong leadership and oversight roles for a broad range of community health, housing and human services, that help the county’s most vulnerable and troubled citizens achieve stability, improved health, a higher quality of life, and increased self-sufficiency. Fulfilling the responsibility of these roles, even at minimal levels, require financial support.
Many of these programs are identified for general fund reduction or elimination.
As noted in previous staff reports and in the 2007 Human Services Recommendation Report, the impetus for the evolution of the County’s role in human services over the last nine years was the County’s serious financial crisis of 2000.  Difficult decisions were made to reduce programs and services in some areas, while increasing the county’s investment in others. The biggest shift involved focusing on developing criminal justice services, employment services, and ending homelessness.  

Beginning in 2000 and along with the County’s adoption of the Adult Justice Operational Master Plan to reduce use of jail, the County began to focus human services on delivering smarter, more cost effective criminal justice services. This movement is evidenced by the County’s investments of general fund into certain human service programs. For example, in 2003 $1.8 million of general fund revenue previously supporting Cedar Hills and the North Rehab Facility was redirected to support for mental health and substance abuse treatment for those involved in the criminal justice system. Subsequent budgets to not discreetly track the $1.8 million revenue and it becomes part of the overall general fund support for human service programs. 

However, in 2004, the County’s structural gap expands necessitating reductions, and potential elimination, of most human service programs supported by general funds, including the programs funded with the redirected Cedar Hills and North Rehab funds. However, in the 2004 budget, $7 million in rent from the Cedar Hills Solid Waste facility that is paid to the general fund and is reallocated to support human service programs. Subsequent budgets do not track the $7 million general generated for human services by the Cedar Hills rent and the contribution becomes part of the overall general fund support for human service programs. 
In 2009, the County was once again faced with the potential of disbanding programs and services that have the greatest impact on stabilizing fragile populations and achieving a return on investments of public dollars. Human service programs intended to reduce recidivism were proposed to be cut or eliminated altogether. The Council preserved, using one time funds, human service programs for jail diversion in Community Center for Alternative Programs (CCAP) funds in 2009. Still other programs such as the Co-Occurring Disorders program previously funded with the 2003 $1.8 million were reduced in the 2009 budget and are at risk of losing all general fund support in 2010.  
The Role of Supplantation and New Revenue
At a minimum, it is assumed that the Executive will propose supplanting general fund with MIDD revenue for certain mental health, substance abuse, and therapeutic court programs in 2010. In 2010 which is year one of MIDD supplantation, up to 50 percent of the revenues may be supplantated. For 2010 the ceiling of MIDD revenue is estimated to be between $20 and $24 million. The new Auditor filing fee will bring in an estimated $3 million in 2010. It is unknown whether the Auditor filing fee revenue will be used to supplant general fund for homeless housing services and programs. 

In considering these and other options that the Committee may discuss regarding human services and the 2010 budget, supplanted funds should also be kept in mind. Supplantation of general fund allows programs that may have general fund contribution eliminated or reduced survive for a period of time on borrowed funds that are were intended for other purposes. 
Supplantation “buys time” for programs that may have general fund contributions eliminated or reduced by allowing for other solutions to declining revenue and the growing structural gap to be created and enacted. However, supplantation does not answer the overarching policy issue of whether the County should align its general fund support with its policy decisions. 
It is expected that the Executive will transmit some kind of revenue package to the Council for review and consideration prior to the 2010 budget. Should the revenue option not be realized, the impact to the general fund would likely result in deeper general fund reductions.  

Initial Policy Options
The Law, Justice, Health and Human Services Committee work plan includes development of policy options for the Committee to discuss at the June and July health and human service meetings of the Committee, with the Committee finalizing recommendations on health and human services 2010 budget policy options on August 25th.  
The following options outline a range of initial policy actions for the Committee to discuss and possibly consider forwarding to the Budget and Fiscal Management Committee after the next meeting on July 22nd. These options are a beginning point responding to the overarching policy questions outlined above.

Finalization of the options could include development of legislation in the Law, Justice, Health and Human Services that may forwarded to the Budget and Fiscal Management Committee and then to the Council, for consideration and action.
The options below may be combined or a single option may be utilized.

Option One: 
Dedicate general fund to human services on an ongoing basis
This option, in either iteration outlined below, would provide a base, ongoing level of general fund for human service programs. It would provide funding for certain human service programs that reduce recidivism and ensure that the County’s leadership and oversight roles for regional human services systems are maintained.
A. Set aside $7 million, plus an inflator, for human services annually.

· This option is tied to the 2004 action of using rent from the Cedar Hills solid waste facility paid to the general fund to support human services. 

· It would correct the one time nature of the 2004 allocation, making it a fixed and ongoing contribution. 
· The rent paid to the general fund assumes an inflator which would be included. 

· It would necessitate that the funds would need to be discreetly tracked to human service programs for monitoring and reporting purposes.

B. Set aside one to two percent of the general fund for human services annually
· This option does not establish a fixed the amount of general fund contribution, but makes it a percentage of the general fund total.
· The 2009 general fund is roughly $630 million. One percent would be $6.3 million; 1.5 percent would be $9.45 million and two percent would be $12.6 million.
· It would necessitate that the funds would need to be discreetly tracked to human service programs for monitoring and reporting purposes.
Either iteration shown below would reduce the flexibility of the general fund.

Option Two: 
Prioritize “non-mandated” human service programs such as human service programs in  


Community Center for Alternative Programs, the Criminal Justice Treatment Initiative 


programs, juvenile justice services, and housing programs that help the County fulfill its 


mandated criminal justice duties more effectively and efficiently. 
Though the County has adopted policies that specify the use of human service programs that reduce recidivism, the 2009 budget saw reductions to human service programs that reduce the use of jail. Considered “non-mandatory”, these programs received disproportionate levels of reduction as compared to mandatory justice programs. Further general fund reductions to those programs are expected in 2010, along with short term supplantated revenue. 
Enactment of this option could include:
· Prioritizing general fund or supplanted revenue to programs that support the justice system in meeting its mandates

· Holding human service programs that help the county meet its criminal justice mandates in more cost effective ways to the same level of reduction as that of criminal justice agencies
· Expanding the definition of “mandated” to include King County’s adopted policies
Option Three: 
Maintain the County’s regional role in regional human service systems such as housing and 



homelessness, domestic violence and sexual assault survivor services, youth and family 


services, and crisis referral services.
The general fund reductions in 2010 are expected to reduce funding of the County’s role in regional human services. Areas such as sexual assault and domestic violence, along with other programs may be reduced and/or have general fund supplanted with a short term revenue. 
Enactment of this option could include prioritizing general fund or supplanted revenue to programs that support the County’s regional human services roles.
CONCLUSION
For the first time in over a decade, the general fund allocation to human services dip to $7 million. Until the 2009 budget, the issue of dedicating $6 or $ 7 million of general fund to human services wasn’t a significant financial consideration. By way of comparison, the general fund contribution to human services in 2006 was over $26 million. Given the financial crises driving reduced revenue and the County’s structural gap, and the fact that for the first time since the 1990s general fund to human services could be in the single digits, the Council may wish to consider the need to dedicate a base level of general fund to human services.

The Committee may wish to provide direction to Council staff to revisit, expand, or add options in preparation for the Committee’s further discussion on July 22nd. 
Next Meeting
The next briefing on the policy options for human services will be on July 22nd. The regularly scheduled Law, Justice, Health and Human Services meeting on July 28th has been moved due to scheduling conflicts. In addition, the Committee has scheduled a special meeting on July 29th at 1:30 to brief the Committee and hear public testimony on preliminary health and human services policy options for the 2010 budget.

INVITED

Jackie Maclean Director, Department of Community and Human Services
Cindy West, Budget Supervisor, Office of Management and Budget[image: image2][image: image3]









� This is a special meeting date scheduled due to the Memorial Day holiday on May 26th. 


�Department of Community of Human Services Annual Report 2007; may include duplicated numbers as some individuals and families may have accessed more than one service or program


� This staff report reflects 2009 adopted budget figures and does not assume restoration of 2009 “lifeboat” items. At the time of the writing of this staff report, the Council has not taken action on proposed legislation to fund human service programs for the second six months of 2009.





� House Bill 2331
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