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REVISED STAFF REPORT

As reported out of the Annual Budget Reconciliation & Adoption Committee

Proposed Substitute Motion 2006-0345.2 passed out of committee with a “do pass” recommendation.  Version 2 of this motion changes “approval” of the business plan to “acknowledging receipt of” and releases the $50,000 restriction to the OMB 2006 appropriation.  
SUBJECT:
A MOTION approving the business plan for the Printing and Graphic Arts operations as meeting the requirements of a budget proviso presented in the 2006 Budget Ordinance.
BACKGROUND:
Printing and Graphic Arts (PGA), known as the Print Shop, provides in-house services to King County agencies for graphic design, photography, printing, copying and multi-media.  Per King County Code 2.16.075805(E), management and operation of the centralized printing and graphic arts services reside in the Office of Information Resource Management (OIRM) – Information and Telecommunications Services Office (ITS).
 
The Print Shop’s main operation is in the Graybar Building in Pioneer Square and a copy center is located in King Street Center. The Print Shop’s core line of business is printing, bindery and photocopy, but also provides professional graphic design, photography services, high speed network accessible copying, offset printing, limited variable printing and video production.  

PGA was created from the merger of Metro Transit and King County print shops in 1996.  Unlike other internal service agencies (e.g., Employee Benefits Program, Safety and Workers’ Compensation, Risk Management, etc.), the Print Shop does not load rates in agency budgets.  It receives revenues on a cost-reimbursable basis by filling orders placed by County agency customers.  80% of the 2006 projected revenue is estimated to come from the copy centers and work outsourced to contracted vendors.
There are 16 full-time career service staff (FTEs) and three term limited temporary (TLT) positions.  The staff groups are Management (1 FTE), Administrative Billing (2 FTEs), Bindery (2 FTEs), Copy Center (4 FTEs), Graphics (3 FTEs, 1 TLT), Photography (1 TLT), Print Shop (4 FTEs) and Video (1 TLT).

There are no statutory or legal requirements that govern print, duplication and graphic design services within King County government.  However, an Executive Order (ACO 8-16) issued in December 2001 directs all departments, divisions, agencies and programs to submit print and graphic projects to the Print Shop.  The Executive Order provides flexibility for the Print Shop to contract with an outside vendor if a project cannot be completed in-house.  For projects contracted out, the Print Shop charges customers a 15% service fee for administrative expenses on top of the vendor’s bill.

Since May 2004, expenditures have exceeded revenues (e.g., by a total of $633,036 in 2004 and $187,774 in 2005).  As illustrated in Table 1 below, the year-end negative fund balances (actual and projected) have increased.  At the end of 2004, the negative cash balance was $357,188; at the end of 2005, it was $531,521; and as of September 2006, the year-end 2006 cash balance is projected to be -$1,001,433.
  

Table 1 – Year-End Fund Balances
	Printing & Graphic Arts Fund
	2004 Actual
	2005 Actual
	2006 Adopted
	2006 Projected1

	Year-End Fund Balance
	($357,188)
	($531,521)
	($246,457)
	($1,001,433)


Funds with negative cash balances are reviewed at monthly meetings of the Executive Finance Committee (EFC), which by County Code is responsible for investing County revenues and monitoring County funds.  It is also authorized to approve interfund borrowing. 

In December 2004, Council staff raised a concern about the negative fund balance in the PGA Fund.  With the fund’s shortfall appearing to be a long-term issue, a formal request for an interfund loan was made. The PGA Fund shortfall was attributed to a general economic slowdown and aggressive budget reductions by agencies over the past few years.  A proposed solution was to grow the business so that fixed operating costs could be spread over a larger customer base.  Funds were requested to cover the Print Shop’s basic operating expenses and to finance costs related to a pilot satellite print shop in the Seattle Municipal Tower (SMT)
.  In January 2005, an interfund loan in the amount of $450,000 was first approved for six months (until June 30, 2006) by the Executive Finance Committee.  
As indicated in Table 2, the fund’s shortfall worsened in 2005.  The pilot SMT print shop, although a profitable operation in the sense that revenues exceed expenditures, did not achieve the estimated revenue amount of $1 million (the 2005 actual revenue for this line of business was $175,119).  This was due to a later than anticipated start-up (in April rather than February), which allowed City agencies to find other printing resources before the County could establish a foothold.  Two other lines of business (i.e., Photography and Videography) did not meet revenue projections as well.  While the Print Shop tried stop gap measures such as holding a position vacant and delaying equipment purchases, they were not successful.  The EFC approved extensions to the interfund loan.

The 2006 Adopted Budget sought to address the issues of operating losses and cash shortfalls by eliminating the Printing and Graphic Arts Video and Photo Services ($192,872 in expenditure authority and 2.00 FTEs) as proposed by the Executive and including two provisos.  

The first proviso required the Office of Management and Budget (OMB) to submit quarterly reports to the Council on the actual revenues and expenditures in the Printing and Graphic Arts Fund by April 28, July 28 and October 27, 2006.   To date, the 1st and 2nd Quarter reports have been transmitted and accepted by the Council (Motion 12351 passed on September 25, 2006).  Each report indicates a worsening scenario:  the 1st Quarter indicated a 2006 year end fund balance of ($845,166), increasing to ($1,094,272) by the 2nd Quarter report.  Contributing factors included:  (1) the continuation of Photography and Video Services, (2) losses in the other lines of business (most notably the Print Shop which accounted for 67% of the total projected deficit)
, (3) the lack of reporting on an accrual basis, and (4) the lack of compliance with Executive Order ACO 8-16, which directs County departments to send their printing and graphic projects to the Print Shop. 

The second proviso required PGA staff to work with staff from the Washington State Department of Printing to perform an operational assessment of equipment and assignments, and then submit a business plan to the Council that incorporates the finding assessments of the State.  $50,000 of the Office of Management and Budget’s 2006 appropriation is not to be expended or encumbered until the Council reviews and approves the business plan by motion.  It was to be submitted by July 28, 2006; however the Executive requested an extension of the due date until the transmittal of the 2007 budget.

In response to the 2006 Adopted Budget Proviso, PGA worked with the State Printer to complete a preliminary assessment and evaluation of its current business practices in early 2006.  Briefly, the findings are as follows (as detailed in Appendix E of the business plan)
:

1. Insufficient analysis and planning was conducted concerning the decisions to take over the SMT copy center from the City of Seattle.  

2. Copy rates are too high.

3. PGA lacks marketing.

4. Job classification specifications are outdated and the County’s process of moving career service employees through established pay ranges has resulted in higher labor costs and reduces market competitiveness.

5. Staff utilization is not managed efficiently.

6. PGA customers have reported mixed results regarding the quality, ability and timeliness of the services provided.

7. Though a mandate was given by the Executive, some outsourcing of printing is being done directly by agencies through procurement rather than being funneled through the print shop.

8. The copying software in the three offices is not uniform.

9. PGA operates separate financial systems and manual work order tracking processes.

10. The business may change to accommodate the New County Office building (NCOB).

11. The opportunity exists for PGA to develop unique niche services not provided by other departments.

This assessment provided the basis for an analysis of options for PGA’s future.  Upon completion of a draft business plan, it became apparent that any turnaround would require “a tremendous additional investment by the County.”  After Executive review of that draft plan, the scope was changed to provide three options for the Print Shop’s future, including the State Printer assuming operational control.

The Council received Proposed Motion 2006-0480 on October 16, 2006.   Transmitted with the motion was the “Printing & Graphic Arts Business Plan, October 2006.” 

The plan was developed by Office of Information and Resource Management (OIRM), Office of Management and Budget (OMB), Department of Executive Services – Human Resources Division, Prosecuting Attorney’s Office (PAO) and PGA staffs, along with contributions from Washington State Department of Printing staff and union representatives from the International Federation of Professional and Technical Engineers Local 17 and Graphic Communications International Union Local 767M.

It provides an internal review of PGA history, operations, assets and customers; options for consideration; and an Executive recommendation for the future of the Print Shop, incorporating the State Printer’s assessment and findings.  

There are three options presented:

1. invest in the Print Shop,

2. shutdown the Print Shop, and

3. consider a proposal by the State Printer to assume part or all of the Print Shop management.

The Executive has recommended Option 3.  Each of the options and the recommendation are detailed below.
ANALYSIS:
Council and Council staff have monitored the PGA Fund since being apprised of the growing negative cash and fund balances.  Past briefings discussed that (1) Executive Order ACO 8-16, directing County departments to send their printing and graphic projects to the Print Shop, was not being enforced or complied with, (2) unless expenditures are reduced or already aggressive revenue targets exceeded, the negative cash position would continue, (3) overhead needed to be allocated to all lines of business, and (4) the Monthly Management Report needed to be prepared on an accrual basis.  The provisos included in the 2006 Adopted Budget are a further attempt to maintain oversight of the fund.

The staff report addressing the 2006 1st and 2nd Quarter Reports raised these same issues, as well as the interfund loan status and ramifications (it could constitute a General Fund subsidy of the fund if allowed to continue) and the impact of continuing the Photography and Videography lines of business in 2006 (at a projected net loss of $45,000).  Staff hoped that the business plan would address all of the issues and answer the question of whether the fund can be made self-sustaining.

The business plan provides basic background information regarding history, customers, services, structure, processes, equipment, financials, utilization and customer service.  This is followed by the three options and ultimate recommendation that were developed after considering the assessment findings and recommendations.  Also included are appendices diagramming business and billing processes, a financial plan, the environment assessment based upon the series of meetings with State Printer staff, Executive Order ACO 8-16 directing County agencies to use the Print Shop and a summary of costs associated with shutting down the Print Shop.
As reported in the plan, the PGA’s largest customers are the Council; Executive; Sheriff; Superior Court; Natural Resources and Parks; Transportation; Enhanced 911; Finance and Business Operations;  Employee Benefits; Records, Elections and Licensing; and Public Health.  Print/copy services account for 80% of PGA’s business.  Of the remaining services, graphics is 15%, photography is 3% and videography is 2%.

The section on the business and billing processes points out that they are manual processes with several internal control weaknesses, and they do not provide for appropriate management and reporting.  Several of the assessment’s recommendations address this through creating a website allowing orders to be placed on-line, purchasing a business management system and creating separate cost centers for each line of business.
As part of the assessment, the equipment list was reviewed to determine if it is appropriate for the business at each location.  Meter readings were used, to the extent possible, to determine machine utilization – however only three of the PGA machines are equipped for this basic function. Even so, enough information was gleaned to determine that changes to the lease equipment could decrease unnecessary costs.
The Financial section discusses the operational losses since 2005 and the interfund loan.  It also addresses the fact that, due to a recent finding of improper reporting to the Washington State Department of Revenue (DOR), PGA is working with DOR auditors to research the last six years of payments.  (When questioned about this, Executive staff stated that OIRM and FBOD are in the process of developing a position.  Council staff will follow-up and report back.) 

In 2005, the Print Shop processed more than 18,000 work orders, varying in both size and complexity.  At this volume, the business plan states that PGA is not operating all equipment at full capacity and there is a significant underutilization of printing and photocopying equipment.  The lack of a business management system makes it difficult to categorize the work orders and segregate according to cost centers.  The same is true of personnel utilization – in some cases employees support functions not billable (e.g., archiving and LAN support) and the plan states that caution should be used if the utilization factor becomes a basis for making business decisions.  It also states that job classifications should be reviewed for levels of skill and compensation “to support a re-balance of staff positions to meet business needs.”
The plan points out that customer service is an issue.  In 2004, a survey found deficiencies in ability, accuracy, capability and timeliness of PGA staff.  This same survey highlighted the amount being spent on services outside of the Print Shop.  To address this, work has begun with King County procurement to create master contracts for printing and graphic needs, enabling PGA to provide service through contract management, thereby freeing up staff in other agencies.

The section on customer service included a table regarding the 2005 PGA revenue earned from its major customers vs. the amount those customers spent outside of PGA on printing:  $2.2 million vs. $4.2 million.  What the plan did not point out is, if that work had gone through PGA, it would have meant an additional $632,000 in revenue, assuming the 15% overhead on pass-through work.  Had that been achieved, the 2005 year-end fund balance would have been a positive $101,000 rather than a negative $531,000. 
The plan does points out that there is the potential for a Print Shop in the New County Office Building, which would provide more centralized and streamlined printing for County agencies.
Following this background and assessment information, the business plan presents the three developed options and the Executive’s recommendation.
Option 1 – Invest in PGA
As the business plan lays it out, investments in personnel and technology, as well as an aggressive marketing effort, are necessary to bring about financial solvency for the Print Shop and meet the needs of its customers.
Specifically, this option identifies six projects to achieve the efficiency necessary to turn around the Print Shop:

1. A marketing plan needs to be developed that educates customers on the services offered by the Print Shop.   The timeline for this project is January 2007 through March 2009.

2. The copy rate needs to be lowered from 8 cents to 4 cents a side.  This would allow PGA to be competitive with outside vendors and provide copying services at a rate similar to other governmental copy centers.  The timeline for an initial rate adjustment is February through July 2007.
3. The website needs to be redesigned to allow the ability to submit online work orders and bid requests, as well as provide updated information about the services offered.  (According to Appendix E, an updated website was released in August that is easier to navigate and allows customers to place on-line orders and request bids.)  The timeline for the entire project is January 2007 through June 2009.
4. Four new positions are needed to improve the operational flow from estimating to production:
· a customer service position to answer questions, take orders, track job status, etc.;
· a print broker positions to maintain master contracts for County use, manage outsourced orders and reconcile vendor billing
· a project support position to conduct billing/accounting oversight, support the new process(es) and oversee the business management system; 
· a graphic arts position to assist internal and external customers with graphics work and increase the availability of graphic design resources.
The timeline for creating and filling the new positions is June through October 2007.
5. Provide adequate space in the New County Office Building (NCOB) for a copy center that could be a pilot for streamlining/centralizing County print activities.  The timeline for this project is January through April 2007.
6. Purchase and install a new business management system to allow increased management of all scheduled functions, work order processing and cost accounting.  The timeline for full implementation of the management system is October 2007 through February 2009.
Table 2 on the next page (taken directly from the business plan) summarizes the estimated project costs and benefits over a four-year period, including new on-going operational costs.  These projections were based upon current salary and overhead figures, and assume (1) a start date of January 1, 2007 with completion of all six by June 2009 and (2) increased copy/print volumes of 600,000 copies each month.
Table 2 – Four Year Incremental Project Cost & Benefits
	PROJECT
	COST
	BENEFIT
	NET

	1.
	Marketing Plan
	($92,446)
	$57,000 
	($35,446)

	2.
	Initial Copy Rate Adjustment
	(3,082)
	72,122 
	$69,040 

	3.
	Website Redesign/Implementation
	(52,885)
	125,758 
	$72,873 

	4.
	New Staff Positions
	(910,714)
	1,879,504 
	$968,790 

	5.
	NCOB Planning
	(977,110)
	1,041,563 
	$64,453 

	6.
	Business Management System/Implementation
	($134,921)
	$645,500 
	$510,579 

	 
	TOTAL
	($2,171,158)
	$3,821,447 
	$1,650,289 


Table 3 below (taken directly from the business plan) lays out the best case incremental fiscal impact of implementing these projects – and assumes no additional operating income or loss between 2007 and 2010.

Table 3 – Best Case Incremental Financial Impact
	 
	2006
	2007
	2008
	2009
	2010

	Revenue
	 
	$279,874 
	$661,604 
	$1,161,184 
	$1,718,785 

	Expense
	
	(724,285)
	(351,089)
	(544,574)
	-551,210

	Net Income
	
	(444,411)
	310,515 
	616,610 
	1,167,575 

	Fund Balance
	($1,102,071)

	($1,546,482)
	($1,235,967)
	($619,357)
	$548,218 


As the business plan notes, a reduction in personnel costs would allow PGA to become more competitive – and would make these six projects more cost effective in restoring a positive fund balance sooner.

The business plan lays out the challenges:

· the interfund loan would need to be both extended and increased based upon the projections in Table 3;

· it would take six months to create, recruit and fill the turnaround management team positions;

· per the State, labor costs would need to be reduced by about 50% in order to achieve market competitiveness and long term financial stability, entailing the bargaining of new classifications – which, due to current collective bargaining agreements in effect until the end of 2007, would not occur until 2008;

· per the State, in order to be competitive with the external market, volume needs to triple in order to have staff and equipment utilization at the optimal level; and

· per the State, the rates need to be lowered in order to attract customers, even though they do not cover costs at the current level.
The plan notes that while the State successfully turned its printing operation around nine years ago, the County cannot achieve these same results due a number of factors:

· the cost of state-of-the-art technology,

· the much smaller volume and customer base,

· the inability to decrease its labor and overhead costs and

· the continuation of losses during the six months it would take to assemble a management team.

The Option 1 section concludes with a statement that “as a result of the challenges and risks…this option is not feasible.”

Option 2 – Shutdown PGA
The second option proposed is to close the Print Shop.  The business plan presents two timelines for this option – either closing as of March 31, 2007 or as of June 30, 2007.  

To estimate the costs associated with both dates, On-going expenses until close-out (e.g., Graybar Building lease, equipment leases and salaries), one-time expenditures (e.g., employee vacation, sick leave and retirement payouts; early cancellation fees on leased equipment) and on-going cost after close-out (e.g., Graybar lease, unemployment and retirement) were considered.  
The assumptions used were that PGA Fund would be responsible for:

· vacation leave balance payout for all employees,

· sick leave for employees who opt to retire,

· unemployment for laid off employees,

· retirement for employees eligible who so select,

· tenant improvements at Graybar,

· on-going lease payments for Graybar through 2008 unless the space is sub-leased, and

· early cancellation fees for leased equipment.

Based upon the assumptions above, closing the Print Shop as of March 31, 2007 would leave a negative fund balance of $2 million.  Waiting until June 30, 2007, increases the deficit to $2.16 million.
What has not been factored in is the impact on County agencies if the Print Shop services are not available – either to their finances or ability to get the services needed. 
The challenges identified with this option are:

· the unemployment of 19 employees, who may not be able to be placed elsewhere in the County due to their specialized technical skills;

· the need to develop master contracts so County agencies can have their copying needs met by outside vendors within budget and time constraints; and
· the inability to make up the negative fund balance.
Option 3 – State Printer’s Proposal
After the assessment and evaluation of current business practices, the draft business plan was developed in mid-July.  At that time an option to work with the State was added to the scope of the plan. 

The options presented to the State Department of Printing were:

· The State assumes the printing, binding and copy operations, preferably using all ten staff.

· As above, but include graphics, video, photo and administrative staff.

· The State assumes management of the Print Shop and then at a future point, return operation to the County.

In response, the State Printer has proposed reviewing the possibility of assuming part or all of the management of the Print Shop.  In recognition of the limited information available to fully analyze the operation, a 90-day “due diligence” period was agreed to.  The target date for a “go/no go” decision is January 31, 2007.

The challenges to this option that were identified in the business plan are:

· Labor negotiations – should the State assume some portion of the operation, County employees could become State employees at reduced salaries.  The report acknowledges that union support is crucial for a successful transition.

· Debt repayment – there is a possibility that a surcharge could be assessed on all County printing orders processed by the State which would allow the County to recover the PGAF losses, albeit over a period of time.  The feasibility of this is still being researched.

· Enforcement of Executive Order 8-16 – this too would be crucial to the State’s successful management of the County’s printing operation, but it has been elusive to date. 
Executive Recommendation
The Executive recommends Option 3 as the strongest one due to the State Printer’s experience in turning around a printing operation, already having an experienced management team and having already made the investment in equipment.  It also is the only option identified that offers the possibility of repayment of the PGAF debt.

Option 1 would appear to allow the Print Shop the opportunity to turn around its operation – but it would take a significant infusion of funding, a minimum of four years and the favorable resolution of a number of outstanding issues.

It’s unclear from the business plan if any variation on this option was considered (e.g., pare back the other lines of business, cut rates where it might increase volume, consider staffing increases where warranted and/or updated equipment).  When asked about this, the reply was that it could be more cost-effective to have a central high-speed copy center in every building, but staff salaries are a factor - the volumes needed to cover current staff costs are too high to be reasonable.  Enforcing the Executive Order on copying would be difficult since there are high speed copiers in every county office, so this avenue was not pursued beyond a first cut feasibility.

Option 2 would appear to be the least desirable; however, if Option 3 is not feasible, this will likely be the Executive’s fallback recommendation given the challenges and risks identified with Option 1.  It’s unclear what, if any, legal and collective bargaining agreement ramifications exist with this option, but that would have to be addressed prior to execution.  It’s also unclear, as noted, what the impact would be to County agencies.  Having master contracts for outside vendors ready to implement would assist.
Currently, when work is sent via the Print Shop to outside contractors, a 15% surcharge is added to the agencies’ invoices to account for the Print Shop staff time used in coordinating the jobs.  The agencies might see a reduction in overall expenditures in the printing/copying lines due to not paying this surcharge and potential lower rates (see below), however there is a real staff cost associated with the time it takes to arrange for and oversee the outside service (although, perhaps not at the 15% level).
One of the findings from the assessment was that County copy rates are too high:
“For most lines of business, P&GA rates are competitive with the private sector; however, rates for photocopying are higher.  Since copying requires high volumes to generate a profit, lower rates typically attract high volume clients.  For example, Kinko’s charges 8 cents per side but decreases the rate by .05 cents every 300 copies up to 20,000 copies (for which it charges 3.5 cents per side).  Other government print shops operate with a similar volume discount model.”

From that text, it would appear that the rates most likely to be charged by outside vendors would be no more, and in the most significant line of business (e.g., copying), less.  The question of cost differential between local print shops and PGA was forwarded to the Executive, with this reply:
“Our analysis is that our labor costs are too high to be cost competitive, but since we were also losing money, it is very complicated to even compare what we have been charging vs. what others would charge.  P&GA does not have an order tracking system that allows for analysis of our actual shop costs of producing our work, so, since county agencies have clearly not been paying for the full costs of what P&GA’s operations needed, this analysis is difficult to do.”
Option 3, as presented, would appear to be the best chance for the County to recoup some, if not all, of the PGAF losses.  Executive staff believe that sale of the County-owned equipment could realize $50,000.  If a County surcharge could be assessed with the Print Shop under State operation, there is a real possibility of paying back the loan. 
As with Option 2, it is unclear what legal and collective bargaining agreement ramifications exist.  Additionally, it is unclear how the State would (or could) assume some or part of the County’s Print Shop operations.  Would the County contract with the State through an interlocal agreement? Is this subject to County procurement regulations?
Depending upon what agreement could be made with the State, many of the costs identified in shutting down operations could be a factor for this option as well (e.g., payouts for employees opting not to work for the State or retire, early cancellation fees for lease equipment the State does not want) and it may be necessary to provide 90-day layoff notices to officially make the transition.

Both the surcharge and staff notification/status issues would need to be addressed in a transition plan. 
2007 Budget
The 2007 Proposed Budget appropriates six months funding in order to maintain the status quo operation while a final recommendation is developed and implemented.  That could be too optimistic given the number of issues that will have to be worked through.

Per the financial plan supporting the budget request (see Table 4 below), the June 30, 2007 fund balance is estimated to be ($1,061,811), having started with a 2006 ending fund balance of ($1,150,949)
, January – June 2007 revenues at $1,828,133 and January – June 2007 expenditures at $1,738,995.  The revenue figure is 49% less than the projected 2006 total revenue, excluding the SMT-related (January through mid-August) income.  Expenditures are set at 60% less than the 2006 projected total, mainly due to central rate adjustments and the fact that the starting base (i.e., the 2006 Adopted Budget) does not reflect either the 2nd Quarter Omnibus appropriation ($962,000) or three current TLT positions:   a photographer, videographer and graphics artist.
  
Table 4 – Financial Plan for 2007 Proposed Budget
	Printing & Graphic Arts
	2005 Actual
	2006    Estimated
	2007 Proposed
	2007 as % of 2006 Estimated

	Beginning Fund Balance
	(343,747)
	(531,521)
	(1,150,949)
	116.54%

	Revenues
	
	
	
	 

	  Charges to County Agencies
	3,266,465 
	3,610,758 
	1,828,133 
	-49.37%

	  City of Seattle Revenue
	175,119 
	116,684 
	0 
	-100.00%

	TOTAL REVENUES
	3,441,584 
	3,727,442 
	1,828,133 
	-50.95%

	 
	
	
	
	 

	Expenditures
	(3,629,358)
	(4,346,871)
	(1,738,995)
	-59.99%

	  
	
	
	
	 

	Ending Fund Balance
	(531,521)
	(1,150,950)
	(1,061,811)
	-7.74%


If the operation is shut down, County agencies which use the Print Shop will need to find another source for printing and graphics related work.  The cost for this has not been calculated, but could result in savings to agencies in terms of actual printing expenditures, offset by potential increased staff cost due to project management.
Council Options in the 2007 Budget
The 2007 budget ramifications, for other County agencies as well as Printing and Graphic Arts, are unknown until a recommendation and transition plan are finalized.  Council may wish to require a notification of the State’s decision/Executive’s recommendation and a transition plan by a date certain in order to ensure any required notifications occur in sufficient time for a June 30, 2007 cut off.
Option 1 – Approve the budget as proposed with a proviso requiring notification of the Executive’s recommendation and transmittal of a transition plan no later than March 31, 2007.
Option 2 – Approve the budget as proposed.
REASONABLENESS:
The Office of Management and Budget has met the requirements of the budget proviso by transmitting the business plan for the Printing and Graphic Arts Fund.  Approval of the motion and release of $50,000 of OMB’s funding appears to be a reasonable financial and policy decision for the Council.
INVITED:
Bob Cowan, Director, Office of Management and Budget (OMB)
Debora Gay, Deputy Director, OMB

Helene Ellickson, Budget Supervisor, OMB

Ryan Sanders, Budget Analyst, OMB

David Martinez, Interim Director, Information and Telecommunications Services

Dana Spencer, OIRM Business Development and Finance Manager

Tutti Compton, Manager, Print Services (OIRM)
� Prior to Ordinance 15559, adopted in July 2006, management and operation of the Print Shop resided in the Department of Executive Services.


� This is based upon the Financial Plan submitted for the October 27, 2006 Executive Finance Committee meeting.  The business plan and the 2007 Proposed Budget, have actuals only through August 2006 and indicate a negative fund balance of $1,102,071.


� The City of Seattle closed its print shop in the SMT in October 2004 and King County signed an agreement to reopen a copy center to provide services to City of Seattle Agencies.


� In January 2006, the loan amount was increased to $862,000 and at the October 27, 2006 EFC meeting, it was increased to $1,025,000.  The loan will expire on January 31, 2007 if not extended by the committee.


� In July 2006, the decision was made to close the SMT copy center and that was done in August.


� As written, the Current Environment Assessment (Appendix E) implies that a number of the assessment recommendations are currently in process, however Executive staff have assured Council staff that these are on hold pending a decision by the State and the ultimate Executive recommendation.





� Based upon the August 31, 2006 Actuals


� Finding 2 from the “Current Environment Assessment,”  Appendix E


� This is based upon 2006 actuals through August.  With the actuals through September, the projected year-end fund balance is now estimated at $1,001,433 as indicated in Table 1.


� The 2007 proposal does not reflect these positions either, but the business plan does.  When asked about this, the reply given was “the one half year funding at the 2006 status quo level is an approximation of the budget that will be required for this unit in 2007; it did not seem prudent to request specific budget to increase positions given the current recommendation for P&GA operations.”
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