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SUBJECT:





Proposed Ordinance 2004-0356 would establish a new Tier 1 fund for employee charitable campaign contributions.  The King County Code is updated to reflect the change to Tier 1 funds.








BACKGROUND:





Since 1988, King County has given employees the opportunity to voluntarily contribute a portion of their salary to a federation of charities as provided by King County Code 3.36.  This program is called the “Employee Charitable Campaign”.  In the campaign, employees select the amount they wish to contribute, the charity they wish contribute to, and whether or not to remain anonymous to the charity.  The contribution is then made through a payroll deduction from the giving employee’s wages.  The Employee Charitable Campaign is held annually.  This means that employees wishing to give continuously must reenlist in the campaign each year.





The Employee Charitable Campaign is overseen by the Employee Charitable Campaign Committee which is comprised of fifteen members and two honorary members.  All members of the Committee are King County employees and serve on a voluntary basis.  The administration of this years campaign is contracted out through an RFP process.  Last years campaign was administered through United Way and a proposed motion is currently before the Labor Operations and Technology Committee to approve this years campaign administrator.  Approximately 8 cents of every dollar contributed goes to pay for the administration of the campaign.  The remaining 92 cents of every dollar contributed is then distributed to the charities as selected by the donors.  In sum, the administrative costs to the charitable campaign is approximately 8%.





To date the charitable contributions have been held in a payroll clearing account and disbursed to the campaign administrator for distribution on a quarterly basis.  The interest earned on the payroll clearing account has supplemented the CX fund.  Last years Employee Charitable Campaign raised approximately $1 million and the administrative expenses came to about $80,000.





ANALYSIS:





In an effort to offset the 8% cost of administering the fund and increase the percentage of contributions that are disbursed to the charities, the executive has proposed establishing a Tier 1 fund to hold the charitable funds.  If a Tier 1 fund were established for these purposes, the interest would accrue internally to the fund and could be applied to partially cover the administrative costs.  Applying the interest would in effect reduce the administrative “overhead”.  The Department of Finance estimates that establishing a Tier 1 fund would provide approximately $10,000 in annual interest.  From the purpose of increasing the direct contribution to the charities, offsetting the administrative expense by $10,000 annually would bring the administrative costs down from 8% to 7%.  In essence, approximately 93 cents of every dollar contributed would be distributed to charities, and increase of one cent to the dollar.





King County creates funds and sub-funds to facilitate accurate accounting records for new revenue sources, administrative structures, and unique expenses.  Employee Charitable Campaign contributions are a unique revenue and expense.  Removing the charitable contributions from the payroll clearing account would provide for better tracking of these dedicated funds.  If the fund were established, the Department of Finance and the Employee Charitable Campaign Committee would work together to determine appropriate management and administrative procedures and rules for the fund.





REASONABLENESS:





Adopting Proposed Ordinance 2004-0356 is a reasonable budget and policy decision.  It will allow for greater transparency in accounting for employee charitable campaign contributions and provide for greater direct contributions to the federated charities for which they were donated.  
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Bob Cowan, Director, Department of Finance


Catalina Cantu, Chair, Employee Charitable Campaign Committee


John Miller, Co-Chair, Employee Charitable Campaign Committee
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