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King County manages the fiscal aspects of operating and capital funds with financial plans.  Financial plans are based on budget data from Hyperion, actual revenues and expenditures from Oracle EBS, and forecast assumptions developed by the Office of Economic and Financial Analysis (OEFA) and the Office of Performance, Strategy and Budget (PSB).

Financial Plan:  A summary of a fund’s financial standing, anticipated revenues, adopted or expected expenditures, reserves, and undesignated fund balance for the current biennium, the prior biennium, and for the two subsequent biennia.     

Funds are reviewed on an ongoing basis to make sure that revenues and expenditures are as expected within any given budget cycles and and to anticipate and prepare for any future fiscal issues.   

The County manages a number of different types of funds.  This includes major governmental funds like the General Fund, special revenue funds, debt Service funds, capital project funds, enterprise funds, and internal service funds.

Special Revenue Funds: A governmental fund that is used to account for the proceeds of specific revenue sources that are restricted or committed to expenditures for specified purposes other than debt service or capital projects.  Examples include the Behavioral Health Fund or the Veterans and Human Services levy funds.

Internal Service Funds: A fund that is used to account for the provision of goods or services by one department or agency to other departments or agencies of the county on a cost-reimbursement basis.  Examples include the Business Resource Center, various King County Information Technology funds, and the Facilities Management Division (FMD) fund.   

Enterprise Funds:  A fund that is used to account for a business-type activity that typically involves distinct revenue streams and charges to external users for goods or services.  Wastewater and Public Transportation (Transit) are examples of major enterprise funds.

Debt Service Funds: A governmental fund that is used to account for the accumulation of resources that are restricted, committed, or assigned for, and the payment of, general long-term debt principal and interest.  The County has two central debt service funds and Transit and Wastewater also maintain separate debt service funds.

Capital Project Funds: A governmental fund that is used to account for financial resources that are restricted, committed, or assigned to expenditures for the acquisition and construction of major capital facilities.

PSB engages in quarterly financial monitoring to make sure that there is a shared understanding of a fund’s financial status.   PSB’s financial monitoring efforts currently include: 
 
· Regular briefings to PSB leadership by the PSB analyst.  Agency staff participate in the briefings.  Council staff are invited to the year-end briefings and to quarterly briefings for selected funds.
· For the county’s largest, most complex, and/or politically sensitive funds, briefings occur on a regular quarterly basis.
· Briefings for all other funds occur on a semi-annual or annual basis.

Financial monitoring briefings entail analysis of funds’ financial health, including review of funds’ financial plans, new and on-going risks and issues, and a review of cash balance. CIP fund briefings also include project level monitoring. 

The Comprehensive Financial Management Policies (specifically the Operating Fund Balance Policies) provide a framework for managing risk and managing future known expenditures.  The policies identify five types of reserves: Expenditure Reserves, Cash Flow Reserves, Mandated Reserves, Rate Stabilization Reserves, and Rainy Day Reserves.

Expenditure Reserves: Reserves set aside to pay for specific activities or future costs including replacement of equipment, capital expenditures, facility moves, prepaid expenditures, and new debt service.

Cash Flow Reserves: Fund balance set aside to offset anticipated imbalances between the timing of expenditures and the timing of revenues.

Mandated Reserves: Reserves required to be held in a fund by an external requirement.  These could be mandated by state law, a legal settlement, contract requirements, revenue restrictions, or debt covenants.

Rate Stabilization Reserves: Cash reserves to manage or moderate the pattern of future increases in rates or fees charged.

Rainy Day Reserves: Fund balance set aside to meet unexpected changes in revenues or expenditures, such as a recession.

Undesignated Fund Balance: Fund balance remaining after all other reserves are funded.  In general the goal is for undesignated fund balance to be $0, except in the General Fund, which has a target of 6 to 8%. 




