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STAFF REPORT
SUBJECT:  Discussion of, and possible action on, the Executive’s proposed first quarter omnibus, which authorizes appropriation increases to the 2007 operating budget in the total amount of $10,331,687.  
SUMMARY:

King County’s 2007 adopted budget totals $4.050 billion.  Of this amount, $2.92 billion represents the operating budget and $1.13 billion represents the capital budget.  Of the $2.92 billion operating budget, the General Fund accounts for $649.7 million, while non-General Fund operating expenditures total $2.27 billion.  
This proposed ordinance would amend the 2007 budget ordinance by adding a total of $3,598,000 to the budget of the General Fund and a total of $6,733,687 to various non-general funds; a total overall of $10,331,687.  The operating budget is summarized below in Table 1.  
Table 1.  2007 King County Budget Summary

	
	Adopted Budget
	Pro. Ord. 2007-0216
	Proposed

New Budget

	General Fund
	$   649,681,224
	$   3,598,000
	$   653,279,224

	Other Funds
	2,267,484,573
	6,733,687
	2,274,218,260

	Capital Improvement 
	1,133,341,746
	-
	1,133,341,746

	Total
	$4,050,507,543
	$10,331,687
	$4,060,839,230


ANALYSIS:

The Executive’s proposal requests expenditure authority for operating budgets in the amount of $10,331,687.  This includes “double-budgeting” of $860,623 in transfers from the Current Expense sub-fund of the General Fund to other funds.  Additionally, a disappropriation of $600,164 from the Executive Contingency appropriation in the Current Expense Fund offsets additional expenditure authority.
The analysis is complicated somewhat by the fact that the General Fund is composed of four sub-funds
.  To get a true picture of the total spending increase being proposed, Table 2 below details adjustments for interfund transfers and contingency funds.  Additionally, the table reflects an adjustment for reappropriated funds unspent in the previous year.  Consequently, the proposal includes “new spending” of $6.4 million.  
Table 2.   Net New Spending

	Total Appropriations in PO 2007-0216 – All Funds
	
	$10,331,687

	Less Current Expense Transfers:
	
	

	        To Children and Family Set-Aside Sub-Fund
	(105,000)
	

	        To Public Health Fund
	(750,000)
	

	        To Parks Levy Fund
	(5,623)
	

	Net New Appropriations Authorized
	
	$9,471,064

	Less Use of Executive Contingency
	(600,164)
	

	Less Proposed Reappropriations from 2006
	(2,459,000)
	

	Net New Spending
	
	$6,411,900


This staff report reviews the Executive’s appropriation requests in three categories:

1. General Fund Supplementals and Disappropriations
2. General Fund Reappropriations, commonly called “carryovers”
3. Non-General Fund Supplementals

1.  General Fund Supplemental Requests and Disappropriations
A.  County Auditor:  New Audits and Technical Adjustment
$304,700
Two new audits are added to the responsibilities of the County Auditor for 2007 – the Facilities Management Division (FMD) Capital Planning and Budget audit (provisoed in the 2007 adopted budget) and the Jail Health Services audit (directed by Motion 12424).  To fully fund these efforts, a total of $165,000 is added to the Auditor’s budget.  
In addition, $139,700 is added for a new position that was approved by the Council in 2006 but was inadvertently not included in the adopted 2007 budget.  This oversight was not discovered during the Council’s review of the budget; consequently, the funding is being added via this ordinance.  
B.  Superior Court:  State Funded Trial Court Improvements
$180,000
New funding has been secured from the State of Washington for a Superior Court pilot program.  The Court will hire an attorney guardian ad litem as a term-limited temporary (TLT) to reduce the number of unrepresented children in dependency cases.  The term of employment will be limited to the availability of the State funds.  
C.  Executive Contingency:  Disappropriation
(600,164)
The adopted 2007 budget includes an appropriation of $1 million for Executive Contingency.  This contingency appropriation is subject to a provision in the King County Charter:

470.10  Contingency Appropriations.

The appropriation ordinances shall include contingency funds which shall not be expended unless the county executive certifies in writing that sufficient funds are available and the county council adopts an additional appropriation ordinance after being requested to do so by the county executive.  
The Executive proposes to “expend” $600,164 of the contingency for the following supplemental budget items, leaving $399,836 in the appropriation unit for future needs.  (The proposed uses will be discussed in each individual appropriation section.)
Table 3.  Executive Contingency Disappropriation

	Description
	Amount

	County Auditor
	$304,700

	Human Services CX Transfer
	105,000

	Physical Environment CX Transfer – Parks Levy Fund
	5,623

	Public Defense
	184,841

	     Total
	$600,164


D.  Human Services CX Transfers:  Human Service Programs
$105,000
A transfer of Current Expense funds is proposed for two items in the Community Services (CSD) appropriation:  $80,000 for the Interfaith Task Force on Homelessness and $25,000 for the Paul Robeson Scholar-Athlete Award program.  These items are discussed further under Children and Family Set-Aside/Community CSD section on page 4 of this report.
E.  Public Health and Emergency Medical Services CX Transfer:  Children’s Health Initiative
$750,000
The Executive’s proposed budget for 2007 included a new initiative – the Children’s Health Initiative – with funding of $1,000,000 for 2007.  The Council, however, reduced this amount to an appropriation of $250,000.  Further, the Council in adopting a 2007 General Fund financial plan, reserved the remaining $750,000.  The $250,000 that was appropriated was restricted to “an access and outreach pilot project to enroll eligible children in state and federal health insurance programs.”  This budget proviso required submission of “evaluation criteria to be used to  measure and track outcomes of this project, including the impact of the project on children’s health and the success of the project in connecting children to consistent access to preventive car and a medical home.”  Further, the proviso requires quarterly status reports that measure the project against the adopted evaluation criteria.  The first report is due April 30, 2007.  
The Executive is proposing that the $750,000 reserve be appropriated for the project.  An analysis of this request follows later in this report under Public Health.  
F.  Physical Environment CX Transfers:  Parks Levy Fund

$5,623
The adopted 2007 budget anticipated a City of Renton annexation.  However, pursuant to the election in February 2007, the annexation was rejected by the voters.  The area that would have been annexed was a small portion of the East Renton Potential Annexation Area (PAA) and has a population estimated at 4,900.  There were county assets that would have been transferred to the City of Renton, including seven separate parks properties, roads, and stormwater facilities.  Had the annexation been approved, the county would not have had to maintain these facilities.  Since the annexation failed, the County will have to provide maintenance.  The $5,623 transfer is for the parks properties which are for the most part undeveloped.  The proposed ordinance also adds appropriation for the Road Fund and Surface Water Management and is further discussed below.  
G:  Jail Health Services (JHS):  
$104,000 & 10.70 FTEs
Ryan White HIV Grants - $104,000 & 1.50 FTEs – The Executive is requesting revenue backed expenditure authority of $14,000 and 0.50 FTE for case management of the grants and another $90,000 and 1.00 FTE toward mental health.  Historically, Ryan White grants
 have been received by the county’s Public Health department since 1993 and have remained within a $5.4 to $6 million range.  JHS has received funding since 2003.  Although funding may fluctuate (depending upon the amount and spending conditions set by federal agencies), JHS adjusts program supplies and services to remain within available revenues.  
FTE authority is requested.  Per county code, TLTs are appropriate for grant-funded projects where the project/activities "... are funded by special grants for a specific time or activity.  These grants are not regularly available to, or their receipt predictable by, the county."  The expected duration of the Ryan White grant funding and the ongoing HIV programs extend beyond the code provisions related to limits for TLTs.  Consequently, the Executive feels that FTEs are appropriate for these grant-funded positions.

Conversion of TLTs to career service – 9.20 FTEs – 9.20 TLT (term limited temporary) positions are proposed to be converted to FTE (full time equivalent) positions.  There is no expenditure authority requested.  The contract temporary budget will be reduced and the salaries and benefits for FTE positions will be increased.  
· Convert one temporary Pharmacy Tech position to Career Service – This request would convert one TLT pharmacy technician to a 1.00 FTE career service position.  
· Convert 8.20 Contract Temporary positions to Career Service – This request would convert the equivalent of 8.20 FTEs from agency temp contract to career service, due to the sustained increase in average daily population in the adult detention facilities.  
I.  Office of the Public Defender (OPD)
$184,841

The Executive is requesting a Public Defender supplemental appropriation to continue to maintain salary parity with the Prosecuting Attorney’s Office (PAO).  Motion 12160, passed by the council in July, 2005, adopted a new funding model for public defense services.  The approved model budgets payment for public defender attorney salaries at parity with attorneys in the PAO.  Parity is defined as follows: “public defender salaries shall be comparable to the salaries of those similarly situated attorneys in the PAO.”  According to the transmittal letter, the requested increase to the OPD budget would provide parity with the 2007 PAO labor agreement.  $132,099 is requested for a 1% across-the-board increase for non-senior prosecutors and $52,742 for a recommended senior parity increase to coincide with the results of a senior parity study.  It is unclear whether the appropriation request would support new OPD labor contracts
 that have not yet been approved by the council for 2007.  Staff analysis is continuing.  
2.  General Fund Reappropriations
A:  Council Administration
$352,000
Late in 2006, the council instituted new projects that were not accomplished by the end of the year.  These included the Priorities for People – Citizen Engagement Project and the purchase of streaming video software.  Also budgeted in 2006, but not purchased by year-end, was an investigation tracking system and a public information data management system.  

B.  Children and Family Set-Aside/CSD
$2,107,000
A variety of community organizations provide contract services to the County under the broad category of human services.  The bulk of all of these contracts are appropriated in the Children and Family Set-Aside Sub-Fund of the General Fund.  The Community Services Division of the Department of Community and Human Services carries out these efforts by contracting with these many community organizations and managing the contracts.  Each year, some of these projects do not get completed and some do not even get started.  However, appropriations of the General Fund lapse at the end of each year.  In order to complete the projects that were anticipated in the adopted budget, the Executive tracks those that are partially or fully incomplete.  The Executive will then seek to have the related lapsed appropriations reappropriated in the new budget so that the projects can be completed.  

In this proposed ordinance, there is $2,107,000 out of a total of $17 million that fall into this category and need to be reappropriated if the original projects are to be completed.  A complete list of the reappropriations is included as Attachment 4 to this staff report.

The largest of these items were ones that had been added to the 2006 budget late in the year; there was not sufficient time to execute contracts to carry out the projects.  These include the SEED Housing project and the YMCA of Greater Seattle contract.  
As noted in the transfer section of this report, the Executive is also requesting CX funding – or new supplemental budget authority – of $105,000 for two contracts:  $80,000 for the Interfaith Task Force on Homelessness and $25,000 for the Paul Robeson Scholar-Athlete Award program.  This would bring the total request for CSD to $2,212,000.
3.  Other Funds Supplemental Requests

A:  Roads
$238,244 and 1.66 FTEs
As noted earlier in this report, the 2007 budget anticipated a Renton area annexation.  Because the annexation was rejected by the voters in February, the County will continue to maintain County roads in the annexation area.  This supplemental to the Road Fund is needed in order to carry out the road maintenance functions.  The request includes adding 1.66 full time equivalent positions (FTEs).  The additional costs are funded by recognizing $766,302 of property tax revenue that would have been transferred to the City of Renton had the annexation been approved.  The difference between the revenue add-back and the expenditures for 2007 will accrue to the Road fund balance.  
B.  Arts and Cultural Development
$465,353
A portion of the project budgets of eligible County capital improvement projects is earmarked for art under the County’s Percent for Art Program.  Generally, under Chapter 4.40 of the King County Code, 1% of the total of certain project cost elements in capital projects is reserved for public art.  Each year, an analysis of eligible projects in the budget is done.  In this case, a total of $465,353 in additional Percent for Art dollars have been identified that were not included in the budget as adopted.  This ordinance will increase the 2007 Arts and Cultural Development Fund budget by this amount and the funding will be from transfers from the CIPs.  The 4Culture organization will administer these funds for the various arts projects.  Attachment 5 to this report details the amounts earmarked for art by fund and project.
C.  Water and Land Resources Shared Services Grants
$100,000

The Washington State Department of Ecology (DOE) awarded $50,000 grants to each of the 14 Watershed Resource Inventory Areas (WRIA).  WRIAs 8 and 9, located in King County, received grants for the activities discussed below.

· WRIA 8 – $50,000

The purpose of the grant is to improve the integration of the WRIA 8 plan recommendations with other regional efforts such as the Shoreline Master Plan Updates and storm water regulations.  Recommended actions to integrate the planning efforts will be developed and several of those recommendations will be implemented.  
· WRIA 9 – $50,000

The funds will be used to coordinate the implementation of the WRIA 9 salmon recovery plan with regional water supply planning efforts. 

D.  Surface Water Management Local Drainage Services
$25,000

This appropriation request is related to the failure of the annexation to the City of Renton.  The supplemental request would provide expenditure authority to allow the continuation of storm water services in the PAA.  The transmittal letter and fiscal note also indicates that SWM service charges (revenues) of $178,000 will continue to be assumed due to collections in the area.  
E.  Local Hazardous Waste
$482,775

During the 2007 budget process, $482,775 in fee revenues was proposed to be transferred by Hazardous Waste to the Solid Waste Division to support 4.8 FTEs dedicated to the program.  The council did not approve the transfer because the financial plan reflected a $1.3 million gap between revenues and expenditures in 2008.  It is still unclear what strategy the Executive will use to resolve this gap.  

The three year financial plan now shows a $1.2 million gap for 2008 and a $1.3 million gap in 2009.  A portion of the gap could be addressed through fund balance, although this could not be accomplished if the fund is to maintain its $2 million fund balance target.  A footnote in the financial plan indicates that the program plans to go back to the Board of Health to approve a fee increase to become effective in 2009.  (This increase does not appear to be reflected in the current plan.)  The program could not sustain itself into 2010 without addressing this funding gap, as the plan reflects a negative ending fund balance of ($955,694).  Staff analysis continues on this request.  
F.  Parks Levy
$5,623

As noted in the Physical Environment CX Transfer section, the anticipated City of Renton annexation did not occur.  Since the annexation failed, this supplemental request will reinstate appropriation authority to Parks to continue to maintain facilities in the East Renton PAA.  
G:  Public Health – Childrens’ Health Initiative
$750,000

The Executive 2007 Proposed budget included $1 million in General Fund resources for Phase I of the Children’s Health Initiative (CHI).  Phase I of the CHI was proposed to provide outreach to enroll eligible children in King County in State and federal funded insurance programs.  

The Adopted 2007 budget included $250,000 for a CHI pilot.  The remaining $750,000 was placed in reserve in the General Fund Financial Plan.  In the 1st Quarter Omnibus, the Executive is proposing appropriation of this remaining $750,000 for the CHI.  

The Adopted budget included a proviso stating the Council’s intent to develop a plan for improving the health of children and asked that the plan be completed in consultation with the Public Health Operational Master Plan process.  To support that work, the proviso required the Department of Public Health to submit a report on the health of children in King County, covering three parts:
1. The Broad Picture of Children’s Health:  Identifying children’s health problems, the factors leading to those problems, and the evidence-based practices that could be undertaken by the department to improve children’s health.

2. Children’s Access to Health Care:  Identifying the barriers children have in accessing care, the infrastructure needed to provide children with “medical homes”, and the role the department can play in overcoming these barriers.

3. Measurement & Evaluation Plan:  Identifying specific measures to track the outcomes for Phase I of the Children’s Health Initiative.

Earlier this year, Council and Exec staff convened a collaborative work group to address the requirements of the proviso.  The group’s work resulted in a report addressing the proviso requirements.  The report was transmitted to the Council on April 13, 2007, along with Proposed Motion 2007-0252, through which the Council would make the policy decision on the Children’s Health Initiative.  The PHOMP Steering Committee was briefed on the report at their April 18, 2007 meeting.

The work of the Council-Exec staff group and council staff analysis is continuing but nearing completion.  Proposed Motion 2007-0252 has been referred to the Committee of the Whole and is scheduled for deliberation on May 7.  The OBFMMH Committee may wish to defer action on the funding for the CHI until the Council has acted on the policy motion.  
H.  Facilities Management Division (FMD)
$793,467 & 7.00 FTEs
Steam Rate Increase – The bulk of the supplemental request is $697,925 to address a utility rate increase by Seattle Steam for county buildings.  (Affected buildings include the Courthouse, Administration Building, the Correctional Facility and the Youth Services Center.)  FMD was notified of the rate increase in November after consideration of the 2007 budget.  The new rates became effective in January, 2007.  

Total 2006 steam expenses were $1,518,478.  To address the 38-40% rate increase and additional assumptions for unusually cold weather, as was experienced in the area last winter, the Executive calculated the request as a 52% increase over the 2006 costs to equal $2,308,087.  The 2007 budget included $1,610,162.  The difference between the 2007 budget amount and the projected costs – $697,925 – is requested.  
Backfill Staffing – The Executive is also requesting FTE authority and partial year funding (to begin October 1) to backfill staffing for custodial and security positions.  According to the transmittal letter, the request is to address the performance of ongoing bodies of work by temporary employees.  
· Custodial Staffing – $65,623 & 5.00 FTEs – When regularly assigned custodial staff are on planned or unplanned leaves, including extended medical absences, this authority would provide an employee pool to provide coverage.  In 2006, FMD used 8.00 temporary employees to provide this backfill coverage.  This request assumes 5.00 FTEs for a float pool, with the possibility of some use of temporary resources still needed.  According to the fiscal note, the annualized salary and benefit cost in 2008 would be $270,367.  
· Security Crew Staffing – $29,919 & 2.00 FTEs – The request would provide for backfill staffing for sick leave, vacations and other absences of the regular FTE security crew, as well as coverage for vacant positions.  Facilities Management has had to use temporary workers in a backfill capacity.  According to the fiscal note, the annualized salary and benefit cost in 2008 would be $123,266.  
It should be noted that this supplemental request (plus an encumbrance) will decrease the revised financial plan ending fund balance by almost $1 million.  Consequently, the adopted fund balance policy to provide a steady increase to maintain target fund balance of 6% of revenues will be affected.  FMD will need to systematically restore fund balance, and feels that this can be achieved within a three year time frame.  
I.  Office of Information Resource Management (OIRM) – Information Services and Telecommunications
$320,225
OIRM is requesting funding for two projects:
Spam Filtering:  $150,000 is requested to purchase a one-year contract for spam filtering service from Microsoft. In December, 2006, OIRM identified a significant increase in spam. The excessive amounts of spam posed a security risk to the network and impacted the capacity of the county’s e-mail systems. After evaluating the various options for spam filtering and completing a business case, OIRM selected Microsoft as its service provider for spam filtering. The filtering service has been in use on a trial basis and will remain in use. OIRM is currently in contract negotiations with Microsoft for a contract that will run through December 2008 and anticipates the actual annual cost of the service will be $124,000-136,000. Thus, the committee may wish to consider reducing the appropriation request by $14,000. This request will be paid out of the fund balance in 2007. 

Remote Access Support (SSL VPN):  $172, 225 is requested to implement a new remote access system (VPN) for the county. Remote access technology (VPN) allows the user to access their office desktop from remote locations. Remote access technology is critical in an emergency such as a pandemic flu because it will allow the county to provide basic services in the event of an emergency. According to OIRM, the existing VPN system needs to be replaced because of its age and because the current system does not meet the security needs of the county. OIRM has completed a business case and tested various products and services. Based on its analysis, OIRM has selected a company, F5 to provide VPN services.

The appropriation request will fund capital costs to purchase improved hardware, maintenance costs, and licenses to allow the county to have 500 concurrent users. The improved hardware will provide the county the capacity to expand the number of concurrent users as it purchases more licenses in the future. At this time, OIRM does not know the final contract costs.  This request will be funded from a transfer from the OIRM Technology Services Operating Fund to CIP. 

Proviso Adjustments
Proposed Ordinance 2007-0216 would make changes to certain 2007 provisos and expenditure restrictions regarding the bus shelter program that were included in the  adopted budget General Government CIP section.  Council staff is working to determine the reasons for the proposed changes.  
NEXT STEPS:

Several questions still remain unanswered at this time; therefore, staff is continuing with analysis.  
INVITED:

· Bob Cowan, Director, Office of Management and Budget

ATTACHMENTS:


1. Proposed Ordinance 2007-0216
2. Transmittal letter, dated March 23, 2007
3. Fiscal notes and financial plans
4. Community Service Division reappropriation requests

5. Cultural Development Authority revenues from projects

� The four General Fund subfunds are the Current Expense Fund, the Children and Family Set-Aside Fund, the Adult Inmate Welfare Fund, and the Juvenile Inmate Welfare Fund.  


� Ryan White grant legislation sunsets in 2010.  It is anticipated that Congress will reauthorize the legislation and renew funding at that time.  


� Proposed Ordinance 2007-0189 to approve the contracts was transmitted by the Executive March 9, but the legislation has not yet been introduced for consideration by the Council.  
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