FINANCE AND BUSINESS OPERATIONS
ANALYST: ANDREW KIM

	
	
	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2021-2022 Revised Budget
	
	$72,269,200
	
	$66,405,458
	
	167.5
	
	3.0

	2023-2024 Base Budget Adjust.
	
	($4,737,708)
	
	($9,026,056)
	
	0.5
	
	(2.0)

	2023-2024 Decision Packages
	
	$6,435,518
	
	$14,059,062
	
	6.0 
	
	4.0 

	2023-2024 Proposed Budget
	
	$73,968,000
	
	$71,439,000
	
	174.0
	
	5.0

	% Change from prior biennium
	
	2.4%
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium
	
	8.9%
	
	
	
	
	
	

	Major Revenue Sources: FBOD Internal Service Rate (82%), Federal grants, Charges for Services

	Base Budget Assumptions: (1) Remove one-time expenditures including those related to pandemic response; (2) annualize supplemental changes; (3) update personnel rates including 4.5% GWI increase for 2023 and 2024; and (4) 2.5% inflation rate.



DESCRIPTION

The Finance and Business Operations Division (FBOD) of the Department of Executive Services provides accounting, procurement, treasury, payroll, and small business services for the county. The division is comprised of five sections:
· Business Development and Contract Compliance:  Manages the Contracting Opportunities Program for small businesses, the pro-equity contracting initiative, and the apprenticeship and priority hiring programs;
· Financial Management Services: Supports central accounting, annual financial reporting, accounts receivable, financial systems support, and federal grants compliance; 
· Procurement and Payables: Manages purchasing, accounts payable services, p-card administration, travel management support, and employee expense reimbursements; 
· Treasury Operations: Bills, collects, and distributes property taxes and fees; manages investments and debt services including the county’s investment pool; and handles deposits and other banking functions; and
· Director’s Office: Provides leadership direction, financial management services, human resources administration, division-wide support for Lean and Equity and Social Justice activities, and oversight of electronic payments.

FBOD is an internal service agency and is supported by an internal service rate that is charged to all county departments and agencies that utilize its services.

SUMMARY OF PROPOSED BUDGET AND CHANGES

The 2023-2024 Proposed Biennial Budget would appropriate about $74 million to FBOD. This is a 2.4% net increase from the 2021-2022 Revised Biennial Budget. The net increase includes a reduction of approximately $5 million in one-time expenditures funded by COVID-19 pandemic federal funds during the 2021-2022 biennium and the following key proposals for the 2023-2024 biennium:
· Grants Compliance Office:  $1.7 million including 1.0 FTE and 4.0 TLTs to establish a countywide Grants Compliance Office to ensure compliance with federal grant requirements including reporting activities, performing grant usage monitoring, mitigating the risk of future audit findings, and reducing the reliance on outside consultants. Since 2020, the county utilized consultant services of Witt O’Brien and Robert Half support activities related to the usage of unprecedented amount of COVID-19 pandemic federal funds. Over $6.5 million were appropriated to support these consultant services. The $1.7 million would be fully revenue-backed by remaining American Rescue Plan Act’s Coronavirus Local Fiscal Recovery (CLFR) funds, however FBOD plans to make the Grants Compliance Office a long-term investment and therefore would need to be funded by the FBOD internal service rate in future biennia.
· Procurement Strategic Sourcing:  $603,000 and 1.0 FTE to add support for procurement strategic sourcing, which uses procurement data to allow the county to leverage its consolidated purchasing power to find cost savings. Over the past 18 months, FBOD has conducted several pilot projects that used strategic sourcing to avoid costs, reduce future price volatility, and realize savings. The pilot projects included telecommunications and mobile phones, office supplies throughout the county, and chemicals used in wastewater treatment plants. 
· Dedicated FBOD Support Staff:  $1.1 million and 3.0 FTEs to support a Project Control Officer to ensure compliance for capital project management for the King County International Airport (KCIA) and Facilities Management Division (FMD), and two procurement leads for the Wastewater Treatment Division (WTD) and KCIA.  These staff costs would be paid by the FBOD internal service rate charged to the respective county agencies.

Due to the proposed increase in the FBOD budget, the 2023-2024 Proposed Biennial Budget would include a FBOD internal service rate increase on average of 26.5% charged to county agencies. Moreover, despite the increase, the FBOD financial plan still shows expenditures outpacing revenues resulting in a negative ending fund balance in future biennia. FBOD may need to either reduce expenditures or make another internal service rate increase to reverse this trend.

KEY ISSUES

No key issues have been identified by staff.




