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June 3, 2009

The Honorable Dow Constantine

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Constantine:
Today I am transmitting for your consideration a supplemental appropriation ordinance that would, if approved by the County Council, restore some funding – primarily on a one-time basis – for a select set of programs that were part of the 2009 Adopted Budget’s ‘lifeboat’.  These actions will provide bridge funding for a select number of programs on a one-time basis while we continue to explore potential options for on-going funding for 2010 and beyond.  This ordinance would restore funding for $2.8 million of programs in the adopted lifeboat.  

You will recall that the lifeboat was established in the 2009 budget as part of our strategy to address the underlying structural deficits that have been straining county finances since the early part of this decade.  With county General Fund revenue options limited to only property tax with its capped growth rate and sales tax, King County cannot sustain the costs of existing programs.  These challenges are made more acute by troubled global, national, and local economic circumstances.  The lifeboat designated a number of critical county services that would be eliminated effective July 1, 2009, if King County – and all other counties in the State of Washington – were not successful in obtaining sufficient revenue tools from the State Legislature to address the structural underpinnings of our financial challenges.  

Thanks to strong efforts on the part of King County’s executive and legislative branches, as well as our separately elected criminal justice partners, I am pleased to report that we received some of the tools we were seeking from Olympia.  As it relates the General Fund, the State Legislature eased some of the supplantation rules around various taxing options, including the Mental Illness and Drug Dependency (MIDD) tax and the Public Safety sales tax.  Additional funding for homeless housing was authorized through an increase in auditor filing fees.  While these tools do not go far enough in providing us with all of the revenue tools that we need to sustain county services over the long term, our efforts did result in some potential opportunities to partially mitigate our projected future budget deficits.  I want to thank members of the King County Council and our criminal justice partners for all of your outreach to members of the State Legislature during this past legislative session.  Together we made great strides in delivering our message to Olympia.

The lifeboat programs that are proposed for continued funding in 2009 through the attached ordinance fall into five categories:

· Facilities that may be transferred to an external entity in the near future.
· Unfunded State and Federal legal mandates we believe must be provided.
· Pandemic flu related Public Health programs for which we may have on-going funding in 2010.
· Human services programs for which we may have on-going funding in 2010.
· Homeless programs that meet the funding criteria for revenue generated by the newly enacted increase in the Auditor’s filing fee.
Facility Transfers – Evergreen Pool

I am proposing $30,800 in funding for our Parks and Recreation Division (Parks) to continue operating the Evergreen Pool through August 31, 2009.   Parks has been in discussions with a number of external organizations about the potential transfer of this pool.  Providing additional funding to Parks will not only allow this pool to remain open through the warm summer vacation months, but also gives Parks more time to hopefully negotiate the successful transfer of this facility.  If a transfer is not negotiated by the end of August, this pool will be shuttered.

Unfunded Mandates

This ordinance includes $214,970 in funding to ensure that King County can continue to meet certain State and Federal legal mandates for the balance of 2009.  In adopting the 2009 budget, council replaced a number of programs included in Executive Sims’ proposed lifeboat with a selection of unfunded mandates.  
Unfortunately, we did not get sufficient relief from the State Legislature to sustain these lifeboat programs in a permanent manner.  Fortunately, the Office of Management and Budget (OMB) had the foresight in developing the 2010 Preliminary Status Quo (PSQ) budget and restored funding for all of the unfunded mandates in the lifeboat for 2010.  The action I am proposing through this legislation would provide funding for the balance of 2009 to sustain the unfunded mandates items that would otherwise be eliminated.  Unfunded mandates designated for funding through this supplemental will allow Superior Court to meet the following mandates for 2009:

· Truancy Expansion

· Parenting Plans

· Screening of Cases Involving Children

The most significant – from a cost perspective – of the unfunded mandate items in the lifeboat is the Office of the Public Defender’s (OPD) dependency program ($2,345,042).  We have good news on this front.  A careful review of this issue has clarified that the dependency program was not actually cut.  The 2009 Adopted Budget included funding of $18,397,561, for OPD for the first six months of the year.  This amount was derived by using 2009 Public Defense Payment Model assumptions included in the Executive Proposed Budget, except in the areas of clerical staffing and expedited cases, which were increased to 2008 model assumptions.  The council striker showed a reduction related to the furlough strategy ($221,271), dependencies ($2,345,042), and a balancing reduction ($13,872,589) to equal the earlier derived budget of $18,397,561.   As a result of this methodology, whether or not it was intentional, the reduction for dependencies was never effectively taken as it did not impact the bottom line of the six-month budget.  Therefore, the contra does not need to be restored in this legislation.  In other words, with council’s adoption of the 2009 budget and subsequent approval of the six-month funding plan called for under the OPD proviso, OPD now has sufficient funds to provide public defenders in dependency cases.
For the remaining unfunded mandates in the lifeboat, totaling $808,829, the agencies delivering these services are able to continue to satisfy the mandates for the balance of this year primarily through the delay in filling vacant positions.  This approach is not sustainable over the long-term.  Therefore, funding for these programs for 2010 was restored in PSQ.  

Pandemic Flu Related Programs in Public Health

This ordinance includes $840,216 to restore funding for the balance of 2009 for a select set of programs in the lifeboat that are critical to King County’s response to communicable diseases, including pandemic flu.  These programs include:

	Pandemic Flu Related Program
	Amount

	Child Care Health Program
	$600,018

	Zoonotics
	$215,714

	Communicable Disease Investigations
	$24,484

	Total
	$840,216


The recent H1N1 event reminds us of the importance of a strong public health system to keep our community safe from the potentially devastating impacts of communicable diseases.  Public Health officials are concerned we may see a return of H1N1 this winter in a similar or stronger strain.  Unfortunately, future funding for public health at the national, state and local levels is inadequate to maintain the infrastructure we need.  As such, I am working with staff from OMB to develop potential funding options to put on the fall ballot to shore up funding for our local public health efforts, including funding for communicable disease prevention such as these programs in the lifeboat.  In addition to preserving important public health programs, a funding proposal would also help the General Fund by potentially removing large portions of Public Health funding from the General Fund, thereby helping address the projected 2010 deficit and preserving other core General Fund programs, such as criminal justice programs.  We are also exploring a sales tax ballot measure alternative that might fund criminal justice, public health, and human services.  The ordinance I am transmitting today will provide important bridge funding for Public Health to sustain pandemic flu-related programs until such time as we can ask the voters of King County to approve on-going funding for Public Health.  

While this ordinance makes some strides in temporarily preserving our Public Health programs, the lack of sufficient revenue tools from the State Legislature will mean that $768,602 worth of Public Health programs that were in the lifeboat will still be eliminated effective July 1, 2009.    

Human Services Programs

This ordinance also includes $1,113,424 to restore a select number of human services programs in the lifeboat on a one-time basis for the balance of 2009.  This will allow time to determine whether a dedicated public health funding source or sales tax combined measure is approved, which could create enough resources to allow us to sustain these human services programs beyond 2009.  The human services lifeboat programs restored here include:

	Human Services Lifeboat Program*
	Amount

	Special Programs Program Manager
	$39,922

	Community Services Division Contracts
	$1073,502

	Total
	$1,113,424


 * Note:  A select number of additional human services lifeboat items are added and discussed in the next section of this letter. 

Approval of funding for these human services programs will allow the Department of Community and Human Services (DCHS) to extend contracts with community service providers to deliver human services for the balance of 2009 and provide funding for a staff position to manage these contracts.  

While this ordinance makes some strides in preserving human services programs, the lack of sufficient revenue tools from the State Legislature will mean a number of human services programs in the lifeboat, including funding for the Digital Bridge Technology Academy and substance abuse contracts will lapse effective July 1, 2009.  

Homeless Programs

Several weeks ago, the Governor signed into law HB 2231, which temporarily increases the Auditor’s filing fee by $20 from $42 to $62.  The increased revenue generated by this fee is designated for homeless programs.  The new fee takes effect on August 8, 2009 and is expected to generate $1.9 million in 2009 and $4.3 million for 2010 for King County.  The temporary increase in the fee lasts four years.  This new 2009 revenue allows us to restore $616,646 of homeless housing programs in the lifeboat.  Without this funding, these programs would end July 1, 2009.  

After accounting for funding required to sustain the homeless housing programs in the lifeboat for the second half of 2009, the remaining new homeless housing revenue in 2009 is $1.3 million.  This additional 2009 revenue provides us with a one-time funding source that will allow us to sustain many of the non-homeless housing lifeboat programs discussed in this letter.  

By shifting existing homeless programs, as follows, to this new revenue source on a one-time basis for the second half of 2009, we can free up $1.3 million in General Fund resources.  Use of the new auditor filing fee revenue in 2009 is detailed below.  The 2010 funds can be used to continue the homeless housing lifeboat programs beyond 2009 and to develop new programs to serve the homeless population. 

	Agency
	Program
	6 Month Lifeboat Amount
	6 Month Non-Lifeboat Amount

	Mental Health
	Co-Occurring Disorders
	$245,135
	$313,506

	Mental Health
	Recovery Consulting and Training
	$105,717
	

	Substance Abuse
	Housing Voucher Program
	
	$301,308

	Community Services Operating
	YWCA Family Village  *
	$16,415
	

	Community Services Operating
	CJ Homeless Services (Women Out of Corrections)
	$51,020
	

	Community Services Operating
	Tenants Union
	$20,408
	

	Community Services Operating
	Solid Ground – Housing Counseling/Mortgage Assistance  *
	$148,469
	

	Community Services Operating
	Friends of Youth
	
	$14,611

	Community Services Operating
	Auburn Youth Resources
	
	$7,452

	Community Services Operating
	United Indians of All Tribes
	
	$6,064

	Community Services Operating
	Women’s Winter Shelter
	
	$35,000

	Community Services Operating
	Men’s Winter Shelter
	
	$30,600

	Housing Opportunity Fund (HOF)
	HOF Housing Projects
	
	$99,625

	Housing Opportunity Fund (HOF)
	HOF/RAHP Administration
	
	$87,671

	Housing Opportunity Fund (HOF)
	Debt Service for Greenbridge
	
	$33,100

	Facilities Management Division
	Winter Homeless Shelter
	
	$23,699

	Public Health 
	Maternity Support Services
	
	$261,256

	Public Health
	Primary Care
	
	$96,095

	Public Health 
	Best Beginnings
	$29,482
	

	Total
	
	$616,646
	$1,309,987


Amounts included in the table above represent 100% of  restored amounts. 
The recipients of these funds receive 98% of these amounts to account for the 2% underexpenditure assumption.
*  These amounts represent only the funding that qualifies under

HB 2231. There are additional amounts restored in the human service 
contracts for solid ground (total of $164,373) and YMCA (total of $56,212).

Financial Plan Implications

The county’s strained financial circumstances require careful scrutiny of the implications of all supplemental appropriation requests on the General Fund financial plan.  Decisions to appropriate additional funds must be considered in the context of the larger financial picture.  Therefore, it is critical to provide the council with an update on the current state of the General Fund.  Since transmitting the 1st quarter report to the council on May 5, 2009, we have made the following adjustments to the General Fund financial plan:

Revenue Changes:

· Sales Tax:  After five consecutive months of sales tax declines between 12.7% and 15.7%, we are adjusting sales tax downward on a preliminary basis by $5 million.  As OMB indicated to the Budget and Fiscal Management Committee, OMB is in the process of updating forecasts for the major revenue sources and will provide the Council with an update in July.  The $5 million adjustment we are making today could be adjusted upward or downward based on this new forecast.  As a reminder, the 2009 financial plan currently assumes a 5.4% decline in sales tax from 2008.  Every 1 percent decline in sales tax collections on annual basis results in a $900,000 reduction in revenues.  If sales tax were to continue to decline at an average rate of 15 percent on an annual basis for the rest of 2009, we would be looking at a loss of $9 million in revenues.  For 2010 on a preliminary basis, we are also showing a $2 million decline in sales tax revenues.

· Auditor’s Filing Fee:  The availability of new revenues for 2009 from the newly increased Auditor’s filing fee may generate approximately $1.9 million in new revenues for 2009.  This revenue will allow us to restore $0.6 million of homeless programs in the lifeboat for 2009.  Additionally, this revenue will allow us to shift $1.3 million in existing homeless programs supported by the General Fund to this new revenue stream on a one-time basis in order to free up $1.3 million to restore funding on a one-time basis for select lifeboat programs.

Expenditure Changes:

· PERS Savings:  The State Legislature’s decision to lower the employer contribution rate to PERS as a short-term way of addressing the state’s budget shortfall also provides King County with short-term savings totaling $3.3 million for 2009 and $6.9 million for 2010.  Eventually, King County and all other employers contributing to PERS will see rates increase in order to make up for the reduced contributions for 2009 and 2010.  Therefore, use of these savings in the near-term will cause larger deficits in outyears than would otherwise be experienced.  To capture this savings and offset the costs of extending funding to the lifeboat items in this ordinance, the ordinance I am transmitting today disappropriates from agency budgets – General Fund and non-General Fund – the amount that will not be needed beginning July 1, 2009 for employer contribution to PERS.
· Office of the Public Defender (OPD) Case Credits Increase:  The council’s recent decision to provide the public defense contractors with increased case credits, as well as the decision to use an outside consultant to perform a case weighting study, adds $1.1 million to 2009 expenditures beyond what was assumed in the 1st quarter report.  Between this decision and the increased contract costs in the 2009 budget proviso response, funding for OPD exceeds the reserve established in the 2009 Adopted Budget by $3.5 million.  We do not yet know the financial impact of the case weighting study recommendations or if council will adopt those recommendations, but for planning purposes we have annualized the council’s interim case weighting study in 2010.  Combined, the proviso response changes and the case weighting changes will generate an estimated $6.5 million increase in annual costs for 2010.  The 1st quarter report assumed the annual impact of the proviso recommendations, but not the increase to case credits, which has an annual impact of $1.7 million.

· Select Lifeboat Restorations:  As described earlier in this letter, the ordinance being transmitted today would restore $2.8 million of lifeboat programs based around the following principles: 
1) To sustain programs on a one-time basis to allow for the potential transfer of facilities.
2) To continue to meet State and Federal mandates.
3) To provide bridge funding for pandemic flu related programs and other human services programs to allow an opportunity for the voters of King County to decide on on-going funding streams.
Reserves:

· Release of Out-Year Deficit Reserve and Mitigation Reserve:  In order to balance the financial plan the actions described above require the release of $2.4 of the $3.7 million out-year deficit reserve that was established in the 1st quarter report and $1.1 of the remaining $1.8 million in the mitigation reserve that was established in the 2009 Adopted Budget.  The mitigation reserve is reduced in 2009 to fund increased costs associated with OPD case credits.  Both the mitigation reserve and the out-year deficit reduction reserve are released entirely in 2010.  With the release of these reserves we have eliminated virtually all reserves available to us – aside from the emergency Rainy Day Reserve Fund (in excess of $15 million) and the 6 percent undesignated fund balance reserve – to address unanticipated costs and revenue declines.  

Deficit Implications:

· 2009 Remains in Balance:  All of the changes described above continue to leave us with a balanced budget for 2009, although collectively these actions have severely limited opportunities to address unanticipated increases in expenditures or decreases in revenue for the balance of the year.

· 2010 Deficit Increases:  While 2009 remains in balance, the revised estimate for the 2010 deficit, including the collective impact of all of the actions above, is increased to $46.4 million.  As OMB refines revenue forecasts for 2009 and 2010 in the next month and a half, this deficit assumption will change.  We continue our commitment to provide the council with regular updates as circumstances change.

Conclusion

As you know, funding for the lifeboat items expires at the end of June, leaving us with a limited amount of time to save these programs.  While we were not entirely successful in obtaining the revenue tools we needed from Olympia to sustain all lifeboat programs and address the underlying structural deficit, we do have an opportunity on a limited basis to save some of the lifeboat programs with the potential of identifying on-going funding for 2010 and beyond.  In particular, homeless housing programs now have a new revenue source that will provide several years of support, and can be used immediately to sustain homeless programs in the lifeboat for 2009.
While approving the funding requested in this ordinance will have financial implications for both 2009, 2010, and future years, I believe it is critical that we begin a dialog about the future of these select programs.  If you have any questions about this ordinance, please contact Beth Goldberg, Deputy Director of the Office of Management and Budget at 206-263-9727..

I certify that funds are available.

Sincerely,

Kurt Triplett

King County Executive

Enclosures

cc:
King County Councilmembers



ATTN:  Tom Bristow, Interim Chief of Staff




  Saroja Reddy, Policy Staff Director




  Anne Noris, Clerk of the Council




  Frank Abe, Communications Director


Bob Cowan, Director, Office of Management and Budget (OMB)


Beth Goldberg, Deputy Director, OMB
