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REVISED STAFF REPORT

On March 3, 2009, the Budget and Fiscal Management Committee heard this item, amended it to clarify wording, and forwarded it to the County Council with a Do Pass Substitute recommendation.

SUBJECT:	Proposed Ordinance 2009-0157 will create the Forecast Council and the Office of Economic and Financial Analysis and update budget timelines. These changes are in response to charter amendments approved by voters in the November 2008 general election. 

SUMMARY:

Proposed Ordinance 2009-0157 reflects charter amendments that were approved by voters in the November 2008 general election. Specifically, the proposed ordinance: 

1) creates the Forecast Council and Office of Economic and Financial Analysis, and
2) updates budget timelines.

The Forecast Council will be a body with representation from the executive and legislative branches; it will be responsible for adopting forecasts that guide the Executive and the Council in the annual budget adoption process.  The King County Charter requires that the Forecast Council and Office of Economic and Financial Analysis (OEFA) be established by ordinance. The charter also contains requirements regarding the formation, scope and duties of these two entities. The proposed ordinance incorporates the requirements of the charter and adds operational details modeled after analogous independent entities in county government such as the Auditor’s Office. This staff report identifies those provisions which are set by charter and those details which are added by analogy to other offices.

In the November 2008 general election, voters also approved a charter amendment updating timelines for the annual budget process. Specifically, the Executive transmits his or her proposed budget to the Council 20 days earlier, and departments submit their information to the Executive 20 days earlier. Those date changes are discussed at the end of this staff report.

Charter Amendment:  Forecast Council (Ordinance 16207)

BACKGROUND: 

In November 2008, voters approved a charter amendment requiring establishment of a Forecast Council and Office of Economic and Financial Analysis (OEFA). The charter amendment was the result of a desire by the county Council and the Executive to promote objective, transparent economic and financial analysis and reporting. This proposed ordinance establishes those two entities.

Money in the 2008 annual budget was appropriated and restricted for an office, contingent upon approval of a business plan.  The consulting firm FCS Group was contracted to develop a business plan that identified options for the process of producing forecasts. The creation of a new joint Office of Economic and Financial Analysis, with reporting to a Forecast Council having representation from both legislative and executive branches, was their final recommendation.

The 2009 budget appropriated $194,109 and 2.50 FTEs for an Office of Economic and Financial Analysis (Ordinance 16312, Section 13).

The characteristics of the new office and forecast council, as contained in the proposed ordinance, follow the requirements of the charter amendment, and include additional operational characteristics modeled after analogous entities within county government such as the Auditor’s Office and the Office of Citizen Complaints (Ombudsman).

ANALYSIS: 

Forecast Council

The Forecast Council is composed of the Executive, two county Councilmembers appointed annually by the Council Chair, and one county employee appointed by the Executive.

The Forecast Council appoints a Chief Economist for the Office of Economic and Financial Analysis. This is done by an open competitive process that includes the appointment of a screening committee. (Note: The charter does not specify the details of how to make the process open and competitive.)

The Forecast Council is responsible for approving an annual work program for OEFA prepared by the Chief Economist.

The Forecast Council reviews and adopts forecasts submitted by the Chief Economist. In accordance with the Charter, the Forecast Council has 15 days to adopt or revise a forecast submitted by the Chief Economist, or else the forecast is deemed adopted. 

The Forecast Council may also request additional studies by the Chief Economist. 



Chief Economist

The Chief Economist serves a five-year term, or can be removed by a vote of three members of the Forecast Council. This provision gives the Forecast Council a built-in reconsideration of the appointment every five years. The Forecast Council can reappoint the incumbent Chief Economist. The five-year term included in this ordinance is optional. The charter amendment does not designate a specific term of office. This language is included to be consistent with other independent positions like the County Auditor. 

The Chief Economist has the ability to hire staff and consultants as needed for the OEFA. The Business Plan for the OEFA contemplated a staff of 1.0 FTE for the economist, 1.0 FTE for an assistant economist, and 0.5 clerical. As mentioned above, 2.5 FTEs has been appropriated for 2009.

By March 1, or sooner if set by a majority of the Forecast Council, the Chief Economist prepares a proposed preliminary economic and revenue forecast for county government. This preliminary forecast is used as the basis for the Executive’s preliminary budget preparation with departments.

At least 170 days before the end of the year (mid-July), or sooner if set by a majority of the Forecast Council, the Chief Economist prepares an updated forecast. The updated forecast is used as the basis for the Executive’s proposed budget. 

In today’s uncertain economic times, rapid changes in the economy may require forecasting early and/or often. By example, the Washington State Economic and Revenue Forecast Council released an early guidance forecast on February 19 anticipating significant revenue reductions.  The proposed ordinance, consistent with the county charter, allows the Forecast Council to request a preliminary forecast earlier than March 1.

It should also be noted that due to the timing of the updated forecast being released in mid-July, there are some estimates that will change between release of the updated budget and submission of the proposed budget by the Executive in September, such as the Cost of Living Adjustment forecast. The Forecast Council will likely need to incorporate a process for updating the forecast in its by-laws, such as by holding a meeting immediately prior to transmittal of the Executive’s proposed budget, in order to adopt the most current forecast available. The charter does require the forecast council to adopt a county revenue forecast. This will need to be accomplished at some point in the budget preparation process. 

Charter Amendment:  Budget Timeline (Ordinance 16208)

In November 2008, voters also approved a charter amendment to impose budget deadlines that are twenty days earlier than existing deadlines for county agencies to submit budget information to the Executive and for the Executive to present a proposed budget to the county Council. 

Under the previous timeline, the Council was left with 45 calendar days to review the budget. The charter amendment was proposed in recognition of the fact that the existing timelines had been in effect since 1971 and that the present-day budget is much larger and more complex, requiring more time for review. 

This proposed ordinance brings the county code in line with the charter amendment by changing the deadline for the Executive’s transmittal of the proposed budget to the Council from 75 days to 95 days before the end of the fiscal year, and changing the deadline for executive agencies submitting budget data to the Executive from 135 days to 155 days prior to the end of the fiscal year. 


REASONABLENESS:
Proposed Ordinance 2009-0157will bring the King County Code in line with recently passed charter amendments, including adjusting budget timelines and creating the Forecast Council and Office of Economic and Financial Analysis. The proposed ordinance appears to be a reasonable and prudent policy decision.  
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