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Metropolitan King County Council

Budget & Fiscal Management Committee

AGENDA ITEM No.:
2



DATE:
March 12, 2003

PROPOSED No.: 

2003-0044


PREPARED BY:  William Nogle

STAFF REPORT

SUBJECT:

This ordinance fulfills (in part) a 2003 budget requirement that the Facilities Management Division move parking revenues and expenditures to comply with a 2002 audit finding.  The ordinance would increase the appropriation of the Current Expense Fund for 2003 by $220,000 to allow Current Expense to reimburse the Facilities Management internal service fund for the costs of operating and maintaining parking facilities.

BACKGROUND:

the disposition of parking revenue is set by the King County Code (KCC).  The KCC provides as follows:

"3.32.090 Parking fee revenues - disposition. All revenues derived from parking fees shall be distributed as follows:

All parking revenues derived from the increase of parking rates for covered and uncovered parking effective on or after January 1, 1989, shall be reserved for the support of health and human services activities and shall be deposited in the children and family set-aside fund. All revenue derived from elimination of free public parking shall be deposited in the current expense fund. Increased revenues derived from the increase of parking rates effective on or after January 1, 2002, shall be reserved for capital improvements to parking facilities and for the children and family set-aside fund." 

Parking revenue has been deposited for the last several years to the Facilities Management internal service fund and to the Children and Family Set-Aside fund.  The Council approved a rate increase effective January 1, 2002 and, at that time, the Council directed that a portion of parking revenue be deposited in the Major Maintenance Reserve Fund to pay for capital improvements at the garage and other parking facilities.  The table below shows estimated parking revenue for 2003 by fund:

	Fund
	2003 Estimate

	Facilities Management Internal Service Fund
	$557,500

	Children and Family Set-Aside Fund
	558,457

	Major Maintenance Reserve Fund
	161,543

	          Total
	$1,277,500


However, in May of 2002, the King County Auditor released the report, Financial Related Audit of the Facilities Management Fund.  Finding 2-3 in the audit report stated:

"Accounting for the county parking lots is inconsistent with the requirements for internal service funds and does not comply with state law.

The costs were not discretely accounted for and the rates were set at market rather than on a cost-reimbursement basis as required for internal service funds. Moreover, a portion of parking revenue was earmarked to the Children and Family Set-Aside Fund, which is inconsistent with generally accepted accounting principles and state law.
The audit recommends that DCFM review their accounting practices to determine whether the parking lots would be more appropriately accounted for in an enterprise fund or the current expense, or retained in the Facilities Management Fund. If retained in the fund, DCFM should discretely account for parking lot costs so the rates can be set on a cost-recovery basis. We also recommend that the Metropolitan King County Council consider working with staff from the Prosecuting Attorney’s Office and the State Auditor’s Office to ensure that earmarking a portion of the parking revenue to another fund does not violate state law."
The 2003 budget contains the following proviso that was crafted in response to the audit finding:

“Of this appropriation, $532,500 shall not be expended or encumbered until the executive submits and the council adopts an ordinance to transfer parking expenditures and revenues from the facilities maintenance internal service fund to property services if such legislation is deemed necessary by the prosecuting attorney’s office.  The legislation should be submitted by February 3, 2003."

In response to this proviso, the Executive, after consultation with the Prosecutor, transmitted Proposed Ordinance 2003-0044.  

ANALYSIS:
In order to address the issues raised by the Auditor, the Executive proposes that, effective January 1, 2003, parking revenue will be deposited into the Current Expense Fund, into the Children and Family Set-Aside Fund, and into the Major Maintenance Reserve Fund.  Parking revenue would no longer be deposited into the Facilities Management Fund.  The Current Expense Fund would reimburse the Facilities Management Fund for the costs of day-to-day operation and maintenance of the garage and other parking facilities.  Facilities Management staff have done an analysis of these costs and have estimated that they will amount to $220,000 for 2003.  Facilities Management staff continue to refine and improve their cost accounting system so that costs of their various activities can be broken out and used for management analysis and decision-making.  

In the course of working with Facilities Management on this issue, staff determined that legislation is also needed to amend the KCC.  The KCC should provide for the distribution of parking revenue as proposed by the Executive in his response to the proviso.

REASONABLENESS:

Staff believes the approach proposed by the Executive will address the issues raised by the Auditor. Staff has consulted with the Prosecutor and the Prosecutor confirmed that this action will address the issues.  In addition, since the King County Code (KCC) does not specify where parking revenue that is not a result of the rate increases will be deposited, staff believes that the code provisions are incomplete, confusing, and difficult to administer.  Staff has therefore been working with Facilities Management staff at the request of the Committee Chair to craft a mutually agreeable amendment to the KCC that will address how all parking revenue is distributed.

Staff believes that Proposed Ordinance 2003-0044 should be held in abeyance until the ordinance amending the KCC noted above has been transmitted.  The Committee could then discuss and possibly take action on both ordinances in tandem.

INVITED:
Steve Call, Director, Office of Management and Budget

Kathy Brown, Division Director, Facilities Management Division
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