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STAFF REPORT
SUBJECT:  Proposed Ordinance 2011-0400 is a supplemental appropriation ordinance allocating to various general and non-general fund agencies the proceeds of the consummated sale of the North Lot and amending the 2011 Adopted Budget (Ordinance 16984).  
SUMMARY:  The issue presented by this ordinance is whether the Council concurs with the spending allocations proposed by the Executive. The property sale proceeds must be used for capital purposes and this ordinance, if authorized by the Council, would allocate all but $15,000 of the $10 million North Lot sale proceeds.  
UPDATE FROM RECONCILIATION WEEK 2 PANEL MEETING:

Staff discovered a typographical error on the attachment A to the proposed ordinance.  A project number listed on the attachment referenced a project number 359770, when it should be 395770.  Therefore an amendment has been prepared replacing the Attachment A to the proposed ordinance with a revised attachment that corrects this error.    
UPDATE FROM RECONCILIATION WEEK 1 PANEL MEETING:

$2,700,000 - Current appropriation on Alder replacement project (CIP Project # 395906):  As requested by Budget Leadership Team, staff confirmed that the 1% for art allocation included in the $2.7 million for the Youth Services Center CIP project is appropriate.  Pursuant to KCC 4.40.015,
 at the conceptual stage of a qualifying capital project, one percent of the appropriation is to be allocated for including art in the final construction project.  The $183,000 represents the amount that FMD has determined equals one percent of the appropriated amount for qualified project elements of this CIP project.  
$93,587 - Estimated future costs with administering North Lot sale:  Executive staff have confirmed that this amount equates to unposted charges to the North Lot sales CIP project (CIP Project # 395770).

$153,000 - Community Corrections Technology System:  Council staff followed up on whether the technology project to which this allocation is proposed has been approved by KCIT's Chief information Officer.  Executive staff report that the project has already been approved and this allocation is but part of the funding for this portion of the ComCor IT project.   
With this information, the outstanding issues have been addresses.  No further request for information from the panel has been requested. 

BACKGROUND:
The sale of the North Lot property generated $10,110,000 in revenue to the County.  The County General Fund owns the property. Therefore, the proceeds from the sale of that asset initially reside in the General Fund and may only be spent on CIP projects.  

By this ordinance, the Executive is proposing to distribute the proceeds across various agencies to fund both previous and expected future expenditures for both County and non-County agencies.  Additionally, in accordance with various code provisions, ten percent of the sale price is appropriated to 4Culture.  
The breakdown of how the sale proceeds are proposed for distribution is in the table that follows: 

	Sale 

price 
	$10,110,000
	

	
	
	Deductions /allocations:

	
	-$60,879 
	Closing costs on transaction 

	
	-$2,700,000
	Current appropriation on YSC
 replacement project  (FMD)

	
	-$144,000
	Current appropriation for North Lot sale admin. (FMD)

	
	-$93,587
	Estimated future costs with administering North Lot sale (FMD)

	
	-$2,233,005
	Electronic Court Records System Replacement (DJA)

	
	-$153,000
	Community Corrections Technology System (DAJD)

	
	-$1,011,000
	Cultural Development Authority (4Culture) 

	
	-$3,500,000
	Seola Gardens (KCHA)

	
	-$200,000
	Casa Latina

	
	
	

	
	-$10,095,471
	Total of deductions and distributions 

	
	
	

	
	$14,529
	Balance left in General Fund for CIP projects


ANALYSIS:
1.
$60,879 - Closing costs on transaction:  These include paying off charges that normally are associated with a sale: title and escrow charges and paying off due and owing property taxes.  

Staff have no issue with this element of the supplemental appropriation request.  
2.
$2,700,000 - Current appropriation on Alder replacement project (CIP Project # 395906):  The Executive's transmittal letter states that $2 million of this request is to pay for work already done on the YSC project.  In December of 2009, the Council adopted Motion 13106, which designated a preferred option to replace the YSC facility.   That decision was the culmination of a facility master planning process that took about 2 years to complete.  At the time, the costs associated with this work were expected to be covered by a levy to build the ultimate YSC courtroom replacement.  The defeat of the levy left the project with no identified funding source.

FMD embarked on a different approach when the levy failed to garner enough public support.  In the Spring of 2011, FMD put out a request for qualifications/concepts ("RFQ/C") for private sector proposals to replace the YSC court facilities without increasing the County's operating cost or debt payments beyond the current level.  In April 2011, FMD received six responses to its RFQ/C.  
In the Public Health & Safety Panel staff report for Week 2, Council staff prepared a detailed response to a question posed regarding the status of the YSC project.  Portions of that staff response are excerpted below:  

"According to Executive staff, none of the proposers met the cost-neutrality requirement.  However, the proposal to use the former Pacific Medical (or Pac Med) site, located on Beacon Hill, for a new YSC at first appeared to potentially achieve that goal. That proposal included both the courts and the juvenile detention facility in the location.  The budget office and FMD evaluated the economics of the proposed option and determined that, similar to other proposers, it could not meet the cost neutrality criterion.  As a result of this analysis, the procurement process was closed and all proposers were notified.  
The Executive maintains that the March 2011 RFQ/C effort produced valuable "lessons learned":  (1) According to Executive staff, through alternative project delivery methods, construction costs for the project could, potentially, be substantially lower than originally estimated.   (2) New architectural design would allow for new operating practices that could significantly reduce operating costs for juvenile detention.  (3) Vacating the site entirely, and rezoning the property, could yield substantially more value to the County than originally estimated.  Thus, Executive staff has identified three key areas on which the current work program focuses:
· Juvenile Detention Operating Efficiencies:  State-of-the-art design of a new juvenile detention facility could allow for implementation of operational practices that could significantly reduce ongoing operational costs.  Due to the relatively recent construction of the detention facility [constructed in 1991], construction of a new facility had not been previously considered.  FMD is working with DAJD to refine programmatic needs and to evaluate potential operating savings with various design concepts.  (Efficiency efforts will focus solely on the juvenile detention side of YSC operations; Superior Court has indicated that their efficiencies were identified in the pre-design report previously approved by Council.) 
· Potential Site Value:  Since the Pac Med proposal was for an off-site property, efforts were made to evaluate the marketability of the entire site, and potential value to the County.  Through these efforts, a strategy has been developed to maximize the value of the site under two scenarios.  
· The first is the original plan to remain on site and sell the remaining portion of the site to a private developer, using past and present community outreach efforts and past master planning efforts to guide the development.  
· The second scenario contemplates moving completely off the site and working with the City, the neighboring community, and the private development community to create an entirely new vision for the site, with the YSC relocated.  Key to this component of the current work program is working with the City of Seattle on potential future zoning options.
· Funding Options: Lessons learned from the RFQ/C process, together with the current work program items above, will provide refined information on three critical components of economic analysis and financing options moving forward.  The three critical areas are (1) construction costs, (2) revenue from sale proceeds, and (3) operating savings.  With this information, the Executive will have the ability to identify the gap between funding/financing and existing resources. 

A policy decision has not yet been made to determine types of funding options to support a new direction.  In the past, all options have been considered including a ballot measure for approval by the citizens or through another funding method such as the sale of bonds to support the project.
The Executive has partnered with Superior Court in the work program described above.  Representatives from both the Executive Branch and Superior Court are working together to provide direction and guidance moving forward, with the goal to finalize options for moving forward by the end of 2011."  (Emphasis added.) 
Executive staff provided the following breakdown of the $2.7 million: 

	2009-2010/2011
	

	Project Administration
	 $289,000 

	Pre-Design Report & SEPA
	

	Consultants 
	 $655,000 

	County staff 
	 $454,000 

	Developer Request for Qualifications/Concepts 
	

	County Staff (incl. preliminary detention program for offsite alternative)
	 $159,000 

	Consultants
	 $20,000 

	1% Art
	 $183,000 

	2011 Options study
	 $500,000 

	2012 Admin/Contingency  
	              $440,000 

	Total Cost
	 $          2,700,000 


Executive staff have reported that the 2011 Options study will require more funding than the $500,000 listed, to be taken out of the 2012 contingency and that this work will continue into 2012.  The 2011 Options study will address the bolded elements described above (Juvenile Detention Operating Efficiencies, Potential Site Value and Funding Options).  

With the new information provided, staff have no remaining issues with this element of the supplemental appropriation request.
3.
$144,000 - Current appropriation for North Lot sale administration (CIP Project # 395770):  This is the project, created in 2007, against which FMD has been charging costs associated with closing the deal with the purchaser of the North Lot.  It has an appropriation authority of $144,000.  As members will recall, there were several amendments to the purchase and sale agreement prior to the closing.  FMD billed the services of its personnel that assisted in the negotiations of these changes to this project.  Year-to-date 2011, the project is over budget by $21,280.  Utilizing the proceeds from the sale of this property were always contemplated as the revenue source for this expenditure.  Staff have no issue with this element of the supplemental appropriation request.      

4.
$93,587 - Estimated future costs with administering North Lot sale:  It is expected that at least $21,280 will be used to eliminate the over-expenditure currently reflected in this project's budget.   Based on follow up information from Executive staff, there are additional costs.  Central and Executive staff are following up to determine have not already been accounted for in the CIP Project # 395770 balance. 
With the new information provided, staff have no remaining issues with this element of the supplemental appropriation request.      

5.
$2,233,005 - Electronic Court Records System Replacement ("ERC") (CIP # 377243):  As reported in the Executive's transmittal letter, with this appropriation, all the funding necessary to complete this $3.9 million project will be in place.   In August of this year, the Council adopted Ordinance 17162 (2011-0285) that appropriated $1.7 million to start the design and development of this project.  The ultimate deliverable is a new system to replace the existing electronic court records system for the Department of Judicial Administration (DJA).
This project was substantively vetted during the Budget and Fiscal Management Committee's consideration of the proposed ordinance.  As synthesized from the two staff reports in which the project was analyzed: 
"DJA maintains all King County Superior Court case files dating back to 1854. Case files are, with some exceptions, public records and available for viewing by the general public. The court receives over 7,000 daily filings for both criminal and civil cases. Prior to implementation of ECR, court records were only accessible at the clerk’s office during business hours and retrieving records could take days. Often judges had to make decisions without all relevant information in hand. In addition, the department has a repository of over 16.5 million images that serve as the county’s official court records.

Following a 1998 statutory change allowing electronic documents to serve as the official case record, DJA began a phased implementation of ECR. As a result of the project’s improvements and operational efficiencies, DJA reports over $6 million in savings and allowed for the reduction of 20.0 FTEs.  
This system is now 11 years old and is reported to have reached the end of its useful life.  The DJA and courts have already experienced “outages” where court documents were not available because of system problems. Performance, Strategy and Budget ("PSB") staff indicated that each outage costs about $50,000 to address. Consequences of these failures also affect other criminal justice system agencies and the public, for example, failure could result in inappropriately postponing court hearings or extending incarceration for defendants. 

In completing its planning for the system replacement, the department has completed a Project Business Case that has been reviewed and approved by the OIRM and the Project Review Board.  The business case recommends an overall approach of hiring a vendor to either develop a new custom program for managing court documents or to procure an off-the-shelf system and modify it to fit county needs.  Under either option, the County would adopt an off-the-shelf system to manage its existing document repository. 

Note that while this ordinance requests $1.7 million, the business case and cost benefit analysis show that the project costs are estimated to be about $3.9 million with benefits of $675,000 after implementation.
 Staff focused its analysis on what project milestones would be supported by the initial $1.7 million and what would be supported by the remaining $2.2 million, as well as the justification for moving forward with the project now rather than during the 2012 budget process."
Executive staff estimate the following "start dates" schedule for the project:  

· Request for Proposals issued: December 2011

· Contract signed: February 2012

· Design: August 2012

· Development: February 2013

· Deployment/Implementation: August 2013

As initially reported by Executive staff when this project was before the BFM Committee in August, this project will take 18 to 24 months to complete.  That time frame has not changed.  However, Executive staff warn that potential slippage could occur in the schedule if contract negotiations take longer than estimated.    

Staff have no issue with this element of the supplemental appropriation request.
6.
$153,000 - Community Corrections Technology System:  This is a new Information Technology project that is intended to "piggy back" on an existing Community Corrections Division project known as the ComCor Stabilization Project.  The ComCor project was funded in 2011.  
With the new information provided, Staff have no remaining issues with this element of the supplemental appropriation request.
7.
$1,011,000 - Cultural Development Authority (4Culture):  Pursuant to County Code, ten percent of the proceeds of all sales greater than $250,000 that accrue to the General Fund are to be distributed to the arts and culture development fund.  These proceeds are ultimately to be made available to the Cultural Development Authority.
  

Staff have no issues with this element of the supplemental appropriation request.
8.
$3,500,000 - Seola Gardens:  Seola Gardens is the name for the low income housing project that is replacing Park Lake II in the White Center area of unincorporated King County.  In the Executive's transmittal letter, he contends this money is intended to fulfill in part a $6 million dollar commitment that the County has made to this project.  

Construction of Seola Gardens started in 2010.  Phase 1 of the project, 25 rental units, has just recently been completed.  A ribbon cutting ceremony was held this past August.  Seola Gardens will, when ultimately built out, provide 177 rental units for low-income residents (including 54 rental units for senior and disabled persons), with an expected 107 homes available for sale to the general public.
  Completion of the build-out is expected in 2014 at a cost estimated at $70 million.  

A review of the history indicates that since the administration of Executive Sims, all three Executives have made a commitment to the King County Housing Authority that the County would contribute $6 million to this project.  However, there appears to be no explicit Council action that indicates concurrence with this policy decision.  

Policy Issue 

The Seola Gardens appropriate amounts to over a third of the North Lot sale proceeds.  While past and present Executives have committed to providing $6 million of County funds to this project, these positions are not binding on the Council.  The issue presented is: does the Council wish to fund this project at this level at this time?   

Three Executives' Position
a.
2008:  In a June 13, 2008 letter to the King County Housing Authority (KCHA),
 Executive Sims made the following statements: 

This letter summarizes King County's financial commitment to the revitalization plan for the Park Lake Homes II public housing community located in White Center.  … 
Overall, we look forward to adding Park Lake Homes II to the list of joint KCHA and King County efforts to support the revitalization of White Center, one of the county's lowest income communities. Accordingly, King County is pleased to make the following commitments:

· Subject to your receipt of HOPE VI funding, a capital commitment of $6 million to help defray the cost of housing, enhanced surface water management facilities, roads, utilities, pedestrian trails/walkways, and on-site parks. King County has a biennial capital budget of approximately $1.2 billion and will provide the proposed funding based on annual appropriations …
(Emphasis added.)  Seola Gardens did receive the HOPE VI fund grant funding.  
b.
2009: A November 17, 2009 Memorandum of Understanding (MOU), executed by then Executive Kurt Triplett, reiterated the Executive's commitment to this $6 million contribution, as well as financial commitments to two other KCHA projects (Wonderland Estates and Pacific Court Apartments).  The proposed funding plan for Seola Gardens was detailed as:  $3.5 million in 2010; $1.5 million in 2011 and $1 million in 2012.  Sale of surplus property was listed as a potential funding source, subject to Council appropriation.  The MOU also recognized that site infrastructure improvements could count toward the County's contribution.  By its very terms, the MOU was not intended to be a binding commitment.  In paragraph 6 of: the parties agreed:  

This MOU describes intended cooperative roles of the County and KCHA. Nothing in this MOU is, however, intended to create any legal or equitable obligation for the County to provide funding identified herein or for either party to otherwise undertake any actions that are described in this MOU.
(Emphasis added.)  The MOU was never submitted to the Council for its consideration.

c.
2010:  In the 2011 proposed budget, Executive Constantine's proposed budget included the following paragraph in the Housing Opportunity Fund CIP narrative: 

Seola Gardens is the second phase of the KCHA’s Park Lake Home HOPE VI redevelopment project to revitalize impacted public housing communities in White Center.  The first phase of the project, Greenbridge (Park Lake Homes I), is well under way and has already received the funding committed from King County.  The second phase is the redevelopment of Park Lake Homes II, a smaller cluster of public housing, which will become Seola Gardens. In 2009, King County pledged $6 million to Seola Gardens, of which approximately $2.5 million is projected to come from DCHS/HCD in the 2011 funding round. KCHA must submit a detailed proposal in that round and its proposed use of funds must meet all requirements for funding to be awarded through the round. To provide the remaining $3.5 million of the total $6 million commitment, King County is considering a range of funding sources and will continue to advise KCHA representatives of these options and their attendant timelines. It is the County’s commitment that these funds will be made available by the end of 2014.

The "2009 commitment" is the nonbinding MOU, which never received Council consideration.  At this point, no decision has been made regarding 2011 DCHS/HCD grant funding.  The Joint Regional Committee will meet on October 27, 2011 to decide the 2011 funding recipients.  Seola Gardens did receive $494,000 from a WLRD grant to install stormwater detention facilities in the 2011 adopted budget.  As characterized, this amount was intended by the Executive to satisfy part of the $6 million commitment.  However, at the time Executive staff acknowledged that the Council had yet to authorize any agency funding for this $6 million commitment.   
The only Council action regarding Sola Gardens, other than including $494,000 in the 2011 budget, was to include Seola Gardens in the Greenbridge Demonstration Project in May 2008 by Ordinance 16099.  No appropriation authority to commit County resources was included in that legislation.  

9.
$200,000 - Casa Latina:  In the 2008 adopted budget, the County created budget reserves to be funded from the anticipated North Lot sale.  Included as one of those reserves was $500,000 for Human Services capital improvement projects.  As noted in a letter
 from Councilmembers Constantine and Gossett, $200,000 of that amount was earmarked for Casa Latina.  This appropriation will to help defray the costs of the purchase and rehabilitation of a building purchased by the group, thus qualifying as a capital cost.  

Staff have no issues with this element of the supplemental appropriation request.
REASONABLENESS:

With the additional information provided by Executive staff, the remaining issues have been addressed.  Staff have no remaining issues with this supplemental appropriation request.  The amendment is technical, attaching a revised Attachment A, which corrects a typographical error.  
ATTACHMENTS: 
1.
Amendment 1, with revised Attachment A.  
� KCC 4.40.015 provides in relevant part: "At a minimum, the amount budgeted for public art in a capital improvement project shall be equal to one percent of the following project elements: conceptual design, design, contracted design, preliminary engineering, construction, contingency, county force design and project administration and construction engineering. Costs associated with the predesign phase of the county’s capital planning projects meeting the above criteria and anticipated to result in construction, shall be included in the calculation for public art."


� Youth Services Center also referred to as "Alder."


� This estimate of benefits does not include cost savings already achieved from implementing electronic court records. DJA and Superior Court indicate that not replacing the system at some point could risk a return to use of paper records, which would yield higher operational costs that are not captured in the benefits calculation.


� See KCC 2.49.170; 4.08.190; and 4.56.130.


� According the KCHA website.  


� In reality the intended recipient was the federal Department of Housing and Urban Development to encourage it to give the project HOPE VI grant money.  
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