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REVISED

STAFF REPORT

This Proposed Substitute Ordinance was passed out of the BFM Committee on January 28, 2004 with a DO PASS recommendation.  BFM approved Amendment A1.

SUBJECT:


This PROPOSED SUBSTITUTE ORDINANCE 2003-0414 would make changes to the King County Code with regard to the requirements for fiscal notes accompanying proposed legislation.  
BACKGROUND:


The requirement for and the procedures concerning fiscal notes are contained in KCC 4.04.075.  The KCC requires fiscal notes on all legislation that would increase or decrease county revenues or expenditures.  The fiscal note must only cover three years.  The fiscal note is supposed to include the following:
· A brief descriptive title of the motion or ordinance
· An estimate of revenue impact of the subject motion or ordinance
· An estimate of the expenditure impact of the subject motion or ordinance
· An explanation of how the revenue or expenditure impacts were developed
· Major assumptions made in preparing the fiscal note
· Whether or not the fiscal impact was anticipated in the current budget.

The Code further provides that fiscal notes need not be submitted if the Executive certifies in writing that the legislation being proposed will have no significant fiscal impact.  Council-members can request fiscal notes on any legislation if one has not been previously provided.

ANALYSIS

One of the major weaknesses of the current Code provisions has to do with the three-year analysis that is required.  In some cases, such as contracts that run for more than three years, the fiscal impact of the ordinance may be significant beyond three years.  In order to make informed decisions, it is essential that the longer-term impacts of proposed legislation be considered.  The Proposed Ordinance would change the code to require a fiscal note that covers all years of a proposed contract or agreement that extends beyond three years.

The need for a fiscal note on contracts was illustrated by the recent jail services contract (Ordinance 14573) with the suburban cities.  The fiscal note accompanying that legislation covered only three years even though the contract was for ten years.

There were other deficiencies with regard to the jail services contract fiscal note.  The fiscal note forecast an increase in revenue from board and room of prisoners of $723,000 for 2003.  In this particular example, there was an accompanying spreadsheet that explained how the revenue projections were derived.  However, the spreadsheet was not labeled so it was not immediately apparent that it related to the fiscal note.  Staff noted that assumptions were documented in this fiscal note while many times fiscal notes do not explain any assumptions made in making the projections.  A copy of the jail services contract fiscal note and accompanying spreadsheet is included in this staff report as Attachment 3.

The three-year requirement also leads to insufficient information on capital projects that extend beyond three years.  The proposed ordinance would require that the fiscal note include all remaining years of the capital improvement project.

A third problem with the current fiscal note requirements has to do with grants and revenue-backed programs.  Under the current requirements, no additional specific information is required.  The proposed ordinance will require information concerning whether the revenues have been received or, if not received, how receipt will be accomplished.  This is designed to prevent increases to appropriations that will be backed by revenues (including grants) where the anticipated grant or revenue eventually fails to materialize after the expenditures have been made.

A fourth significant change that would be made by the proposed ordinance concerns changes in policy.  Any legislation that seeks to change current policy would require a fiscal note that compares the cost and benefits of the proposed policy with the current policy.
The code currently requires a fiscal note whenever a councilmember requests one.  The proposed substitute ordinance would add a requirement that the note be provided within ten days of the request.  The proposed ordinance included this requirement but set five days as the turnaround time.  After discussion with the Office of Management and Budget, Amendment A1 was drafted and subsequently approved by the Committee changing the turnaround time to ten days.  This change was acceptable to the Budget Office.
The accuracy of fiscal notes has been a problem as well.  To illustrate this, consider two supplemental requests necessitated by collective bargaining agreements that were passed out of BFM on August 20.  The fiscal notes indicated "zero" impact on expenditures in the years 2004 and 2005.  In the case of 2003-0293, staff calculated the expenditure impact in 2004 at $238,169 and $274,808 in 2005.  With 2003-0317, the impact was even greater, being $568,175 in 2004 and $655,580 in 2005.  The impact shown in the fiscal notes for 2003 is the same as the supplemental appropriation request.  Since the proposed ordinance includes this information, the fiscal note adds nothing of value.  The related fiscal notes are included as Attachments 4 and 5.  Staff did note, however, that fiscal notes provided by Labor Relations on these same agreements did show the actual expenditure increases in years 2004 and 2005 that would result from the approval of the collective bargaining agreements, as well as the total impact for 2003.  For comparison purposes, these fiscal notes are included herein as Attachments 6 and 7.
As another example of a good fiscal note, Attachment 8 is a copy of the fiscal note that accompanied the agreement to transfer the Hartman Pool in Redmond to Northwest Center (Ordinance 14585).

REASONABLENESS

While the proposed ordinance will strengthen the code requirements for fiscal notes, it will take additional effort on the part of the Office of Management and Budget to provide fiscal notes that comply with the code requirements.  Approval of Proposed Substitute Ordinance 2003-0414 constitutes a prudent and reasonable business decision.  Compliance with the revised fiscal note requirements will result in much more transparent, meaningful information being available to the Council to aid in the decision-making process, and to the public.
INVITED:


· Steve Call, Director, Office of Management and Budget
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