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REVISED STAFF REPORT
As reported out of the Budget and Fiscal Management Committee

Proposed Substitute Ordinance 2009-0495.2 passed out of committee with a “Do Pass” recommendation to be expedited for Council consideration on Monday, September 21.  The substitute ordinance was changed to reflect the changes itemized on pages 6 and 7 of this report, which made corrections to Ordinance 16590, made revenue changes for technology CIP projects to capture General Fund savings, and changed a RALS proviso to adjust timelines for review.

SUBJECT:  
Proposed Ordinance 2009-0495 would make appropriations to implement the second quarter omnibus ordinance.  The proposal requests changes to the 2009 budget that include technical adjustments and corrections, disappropriations, multi-year grant and project carryovers, mid-year adjustments, and supplemental appropriations.  The $99 million and (2.33) FTEs in proposed changes would be made to agencies in both the General Fund and non-General Fund categories, as well as to capital project funds.

SUMMARY:
This is the second hearing for Proposed Ordinance 2009-0495.  The staff report will provide analysis for items requiring follow-up after the last committee discussion on September 1.  The proposed legislation makes adjustments to both operating and capital appropriations and amends Ordinance 16312, the 2009 adopted budget ordinance.

BACKGROUND:
The following table shows the Executive’s proposed changes to the adopted 2009 budget:

Table 1.  Executive Proposed Changes to the 2009 Budget
	Funds
	2009 Adopted
	Previously Approved Supplementals
	Proposal
	Total Adjusted Budget proposal

	General Fund
	$   627,926,054
	$   21,338,148
	$  (5,141,272)
	$   644,122,930

	Non-General Funds
	2,058,468,789
	0
	72,332,253
	2,130,801,042

	CIP
	466,071,161
	16,562,101
	31,980,059
	514,613,321

	Transit Biennial Budget
	1,794,912,580
	(369,286)
	0
	1,794,543,294

	Total
	$4,947,378,584
	$37,530,963
	$99,171,040
	$5,084,080,587



ANALYSIS:
The September 1 staff report, Attachment 6, was presented by the following categories:  General Fund, Non-General Fund, and CIP project funds.  The intent is to provide a method of review that will allow councilmembers to focus on specific issues and to give staff direction as the issues are narrowed.  Many of the proposed changes do not require further discussion, including technical adjustments, carryovers and revenue backed appropriations.  This staff report will focus on items that were identified for follow-up and remaining issues.  

FOLLOW-UP ITEMS 

GENERAL FUND	($5,141,272)
The Executive is proposing net reductions in the General Fund of $5 million that can be broken into four areas:  adjustments to make corrections adopted in Ordinance 16590, criminal justice disappropriations associated with lower than expected contract revenues, supplemental requests for new revenue backed contracts, and reductions in General Fund transfers to support CIP projects.  The latter disappropriations are to address the projected $5 million shortfall due to reduced sales tax collections and a lower than expected return on investments.  The following issue items remain in the General Fund for discussion.

Human Services General Fund Transfers  $10,149
The transfer from the General Fund to support human services requires an adjustment.  The proposed ordinance would increase the amount by $10,149.  Council staff has worked with Executive staff to adjust this number to correctly reflect the needed changes.  The striking amendment will adjust the General Fund transfer to $12,487.  This number reflects the required corrections and assumptions in the Community Services Operating (CSO) appropriation.  

CIP (Capital Improvement Projects) General Fund Transfers  ($1,204,168)
OIRM Capital Projects – Fund 3771  ($772,270)
BR&R Subfund – Fund 3951  ($431,898)
To further address the 2009 deficit, the Executive is proposing a $1.2 million disappropriation to technology and capital projects that have been supported by General Fund revenues.  The General Fund transfers to CIP projects in the OIRM (Office of Information Resources Management) Capital Project Fund and the Building Repair and Replacement Subfund are reduced, as well as the corresponding projects in the General Government CIP.  Table 2 below lists the CIP projects proposed for disappropriation:
Table 2.  Proposed CIP Project Reductions
	Fund
	Project #
	Project
	Amount

	OIRM Capital Projects
	377119
	Network Infrastructure Implement Optimize
	(954,860)

	
	377126
	Community Corrections Application
	(306,370)

	
	377152
	District Court
	280,000

	
	377161
	Assessments Property Base System
	(200,000)

	
	377182
	District Court Phone System Upgrade
	(345,900)

	
	377191
	IT Reorg Project
	954,860

	
	377213
	IT Strategic Plan
	(200,000)

	
	
	TOTAL OIRM Projects
	(772,270)

	BR&R Projects
	395605
	Juvenile Courtroom Door Locks (DYS)
	(4,053)

	
	395612
	Courthouse Courtroom Renovation ADA
	(3,637)

	
	395608
	North PH Emergency Lighting
	(5,000)

	
	395310
	Kent and Burien District Court ADA
	(13,974)

	
	395550
	NE District Court Tenant Improvements
	(5,000)

	
	395556
	Hazardous Material Survey
	(76,035)

	
	395617
	Security Allocation
	(50,000)

	
	395622
	District Court Ergonomic Furniture
	(30,000)

	
	395332
	Video Court
	(175,000)

	
	395119
	Shoreline Division ADA Upgrade
	(11,698)

	
	395312
	Energy Audits
	(22,854)

	
	395434
	NDMSC ISO Room
	(1,241)

	
	395553
	2005 Security Equipment Replacement
	(9,280)

	
	395609
	Courthouse Emergency Exit Pathway Lights
	(526)

	
	395755
	Federal Way PH Parking Lot Lighting
	(9,292)

	
	395756
	Superior Court Space Plan High Security Court
	(14,309)

	
	
	TOTAL BR&R Projects
	(431,898)

	
	
	TOTAL PROPOSED REDUCTIONS
	(1,204,168)



Technology Projects Detail 							($772,270):
· 377126 – Community Corrections Application, ($306,370):  The funding for this project will be disappropriated because the scope of the Community Corrections Upgrade project is proposed to be incorporated into the DAJD Five Year Strategic Plan project.  $549,300 has been appropriated for this project with approximately $243,000 expended according to the county accounting system (ARMS).  The community corrections project is intended to enhance operating needs by supporting automatic calendaring, work scheduling factors and classes for all participant programs.  
Update:  Currently, Community Corrections uses labor-intensive and antiquated systems to manage their programs.  Consultant reports have identified a need to replace these systems.  Preliminary estimates provided in 2008, indicated it would cost $2 million to replace the system.  According to OMB, the Community Corrections project is now being proposed to be added to the scope of the DAJD 5 year plan in order to ensure that any replacement for the adult corrections systems addresses both secure and community corrections operations.  It is critical that these systems work together since people move from secure detention to alternative programs. 
Concerns have been raised that this proposal will not adequately address the immediate need by community corrections for maintenance of their existing systems while waiting for the development and implementation of the longer term strategy.  In order to address the immediate need for maintenance of the community corrections systems, this striker would provide $306,370 to meet this maintenance need.
The striking amendment would disappropriate the current General Fund project, as proposed, capturing the General Fund dollars.  However, the same amount would be reappropriated using the remaining technology bond funding identified in this striker. This would allow for maintenance of these systems, while DAJD 5 year plan is completed and consolidated jail system is implemented.  A proviso would also require a March 2010 update of needs and a cost estimate for needed systems that could then be incorporated in the DAJD 5 year plan.
· 377161 – Assessments Property Based System, ($200,000):  The Property Based System (PBS) Replacement project is a large and complex project that is currently on hold after the completion of a 2008 Request for Proposals (RFP) process that did not identify any satisfactory vendors.  According to the Executive, this appropriation will not be necessary until a new RFP process is initiated.  
Update:  A new timeline for re-submittal of an RFP has not yet been projected.  
· 377182 – District Court Phone System Upgrade, ($345,900):  Funding for this project is proposed for disappropriation.  $280,000 is proposed to be reallocated to the District Court DCoR project which is considered by District Court to be a higher funding priority.  $65,900 proposed for disappropriation to help close the 2009 General Fund deficit.  This project will be deferred to a future time.
· 377152 – District Court DCoR Project, $280,000:  The District Court DCoR project will enable on-line viewing of District Court Records with on-line payment. According to the Executive, this project was disappropriated in error as part of the 2009 Adopted Budget and is being funded with the disappropriated CX from the District Court Phone System Upgrade project.  
Update:  The striking amendment would change the funding source for this project from General Fund to technology bonds.  This would allow the project to move forward and still would capture General Fund savings.  
· 377213 – KCSO IT Strategic Plan, ($200,000):  According to the Executive, the KCSO IT Strategic Plan will be completed with existing operating funds, making the capital appropriation unnecessary.  
· 377119 – Network Infrastructure Optimization (NIO), ($954,860):  This project was intended to improve the county’s data and voice network infrastructure.  The project was closed out in February 2009 and had a close-out balance of $1.3 million (technology bonds).  Council staff has asked for clarification on the remaining fund balance since it appears it is greater than $954,860.  As discussed below, the Executive proposes to use $954,860 to fund the IT Reorganization project.
Update:  The close-out fund balance has been determined to be $1,142,448.  The striking amendment would disappropriate this amount and use a portion of the funds to support previously General Fund supported projects, such as the District Court DCoR and Community Corrections projects.  The striking amendment will not use the fund balance to fund the IT Reorg Project, as proposed.  If the technology bond funding is repurposed to these General Fund items, OMB will need to update the debt service repayment schedule to reflect the increase in the General fund supported projects.
· 377191 – IT Reorg Project, $954,860 (technology bonds)  The Executive is proposing that unspent project balance from the completed NIO Program be used to fund the continuation of the IT Reorg Program, which is part of an on-going effort to improve the delivery of technology services.  Prior appropriations total about $2.5 million.  According to the Executive, the proposed funds will be used for cultural change sessions for staff, implementation of an enterprise service center with one help desk and a single help desk tool, and establishment of an operational service for server virtualization that uses virtualization software to maximize hardware utilization and minimize conflicts among disparate systems.  

Update:  There does not appear to be an urgent need to fund this as part of this supplemental.  Most of the work proposed will be completed in 2010 and the work does not appear to be time-sensitive.  Furthermore, this project has an existing 2009 appropriation to cover 2009 activities.  Therefore, this request may be more appropriate for consideration as part of the 2010 budget process where this project can be evaluated against competing technology priorities and the overall budget priorities of the county.  Consequently, the project is not funded in the striking amendment.  

NEW proposal
· 377214 – IRIS/TESS Replacement Project, $556,078:  The Optimization project fund balance of $1.1 million is being disappropriated with a portion of this technology bond funding used to support the projects discussed above for District Court DcoR and Community Corrections.  The striking amendment would also redirect the remaining fund balance of $556,078 to swap out General Fund support for the IRIS/TESS replacement project in the Sheriff’s Office – capturing an additional half a million dollars for the General Fund.  
Building Repair and Replacement Projects Detail				($431,898):
The proposed reductions listed in Table 2 represent the remaining project balances for completed projects or are projects whose scope will be absorbed into other county projects.  Some lower priority projects may be reconsidered for appropriation in a subsequent budget year.  It should be noted that most of these projects are older projects.  Some projects such as the video court are completed and will have approximately $40,000 left in the project through the end of the year for close-out.  

Update:  A spreadsheet providing more detail for the proposed BR&R disappropriations is included in Attachment 8 to this report.  No issues have been identified for these proposals.

NON-GENERAL FUND	$72,332,253
The following proposals are for non-general fund agency appropriations:

Children and Family Services Community Services Operating (CSO)  $10,149
As noted on page 2 of this staff report, technical adjustments are needed for adopted Ordinance 16590.  The proposed ordinance would increase the amount by $10,149.  This amount would adjust the overall appropriation.  However, due to the changes in revenue sources, the CJ Homeless appropriation was not funded appropriately in Ordinance 16590.  

Update:  The striking amendment will adjust the General Fund transfer to $12,487.  This number reflects the required correction and previous assumptions in the Community Services Operating (CSO) appropriation.  Additionally, the striking amendment adjusts the contracting proviso to reflect the same corrections.

CIP FUNDS	$31,980,059
General Government CIP:  
The Executive is proposing changes to a number of funds in the General Government CIP:
1. As discussed in the General Fund transfers section of this staff report, the Executive is proposing that $1.2 million be disappropriated from technology and capital projects in the OIRM Capital Project Fund and the BR&R Subfund.  
Update:  As noted in the transfers section, this striking amendment makes changes to the proposed technology projects.  No changes to the BR&R projects are included.

Surface Water Management (SWM) CIP:  
· KCD Grant Contingency, $250,000:  This request provides budget authority for a grant pending approval by the King Conservation District (KCD) commission.  The grants will provide funds for the Point Heyer Drift Cell Preservation project in WRIA 8.  The funding will be directed toward the acquisition of properties to preserve an intact drift cell on Vashon Island.
Update:  This reimbursable grant was approved by the KCD commission at their July Board Meeting.  There are no further issues associated with this request.

STRIKING AMENDMENT – CHANGES TO THE PROPOSAL
The following changes are proposed in the Striking and Title Amendments:

1. RALS – Animal Control proviso
A RALS proviso needs to be amended to remove requirements for briefings in the Committee of the Whole (COW) due to time restraints and to reduce the total funds associated with proviso due to the timing of the completion of the required work of the labor negotiators and the auditor.

2. Human Service General Fund Transfer & Community Services Operating (CSO)
The proposed amount is being increased in both appropriation units from $10,149 to $12,487 to appropriately fund the changes made in Ordinance 16590.  This number reflects the required corrections and assumptions in the Community Services Operating (CSO) appropriation.  The striking amendment will correctly fund the criminal justice homeless amount that was not correct adjusted in Ordinance 16590.

3. General Government CIP – technology project changes
The proposal is being changed to capture additional General Fund savings and will proviso the Community Corrections appropriation to allow for equipment upgrades and maintenance.  The striking amendment would propose that tech bonds support the programs rather than the General Fund, allowing for an additional savings of $1.1 million for the General Fund.



CIP General Fund Transfers
The striking amendment changes for technology projects will “capture” additional General Fund savings of $1.1 million – changing the disappropriation from $1,204,168 to $2,320,246.  

ATTACHMENTS:
1. September 1, 2009 staff report text
2. BR&R Project detail
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