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SUBJECT:  
This item would provide temporary and permanent financing for the Accountable Business Transformation project. This is essentially a ministerial act as the policy decisions surrounding moving forward with the project have already been made. 
SUMMARY: 
Proposed Ordinance 2010-0080 requests authority to issue $85 million in Bond Anticipation Notes (BANs) and Long-term General Obligation (LTGO) bonds.   
Proposed Motions 2010-0081 and 2010-0082 are placeholder motions that would be approved on the day of the sale. The details in these items are currently blank and will remain so until the terms of the bond sale are known. 
BACKGROUND: 

The Accountable Business Transformation program is the methodology selected by the County Executive and endorsed by the elected leadership of the county for implementing county-wide enterprise financial systems replacement. Since the merger with Metro, the County has been maintaining two accounting systems and two human resource/payroll systems (HR/Payroll). This leads to redundant use of staff resources as well as a time-consuming and inefficient reconciliation process necessary for the production of financial statements. The ABT Program Charter, approved by the Council in Motion 12364, specifically included the following problem statement: 

“Presently, the county operates with two accounting and financial reporting systems and two human resource/payroll systems. These four separate systems perform the fundamental central financial functions for the county, but are not integrated and have inefficient interfaces. County departments and agencies follow divergent policies and procedures, use inconsistent business processes and support multiple computing systems. This results in poor integration, redundant data entry, time-wasting reconciliation, and high systems maintenance, staff support and upgrade costs. While there has been improvement with the PeopleSoft and Oracle systems, many of the business systems and practices are still outdated, and inflexible. Business-process improvement changes required for legal compliance, ad-hoc reporting and productivity improvements are difficult to achieve in this environment.” 
In addition to this problem statement approved by the County Council, the Executive has also indicated additional issues associated with the County’s current business practices: 

“Budget and financial management processes and reporting are inconsistent within the two systems and not easily accessed by users. Budget development process and budget monitoring are not integrated. Separate budget development processes are used for operating and capital budgets. Budget management systems for capital are inadequate and some Oracle users utilize side systems for capital budget management
.”

The ABT program will essentially accomplish three distinct tasks; the ABT Program Management Office will: 1) work with all the County agencies to standardize business practices to conform them (as much as possible) to the Oracle and PeopleSoft software suite; 2) lead the County’s migration and implementation to move all county agencies to Oracle and PeopleSoft; and, 3) lead the selection and implementation of a budget development and monitoring module for county-wide implementation. 
This current program (and other ancillary projects associated with replacing the financial systems) was born out of a prior failed effort to replace the enterprise systems project (the Financial Systems Replacement Project or FSRP). From 1998 to 2000, these prior efforts led to approximately $42 million in County expenditures and resulted in moving one-third of the county’s payroll to the PeopleSoft system. Other aspects of the program, originally approved in the program scope were not implemented and these efforts did not lead to single software systems for financial accounting, human resources or budgeting. 
There have been a number of legislative actions taken regarding what is now known as the ABT program. A brief legislative summary is included below: 
· Motion 11729 (June 2003) approved a vision and goals statement for replacement of financial, human resources and budget management systems and accepted a plan for development of an approach for dealing with roadblocks to implementation. The vision statement approved by this Motion is as follows: 
· King County’s financial, human resource, and budget management functions are fully integrated, efficient and effective, and enhance the county’s ability to provide essential services to its customers. 

· Motion 12024 (October 2004) approved policies for the program. Specifically, the following policies or goals were adopted: 
· Human Resources and Payroll Policy: Pay all employees on a common, bi-weekly, pay cycle from a single payroll system by migrating all employees to the PeopleSoft system. 
· Human Resources Policy: Align all county human resource practices and procedures to ensure that business needs are met through legally defensible human resource practices. 

· Financial Policy: Process core county financial transactions from a single integrated system by implementing Oracle Financials countywide. 

· Budget Policy: Standardize and streamline operating and capital budgeting by implementing a public sector operating and capital countywide system. 

· Motion 12274 (April 2006) the County amended the 2006-2008 Strategic Technology Plan to make the ABT program the number one efficiency goal.
· Ordinance 15595 (September 2006) provided funding for human resources/payroll and upgrades to existing financial systems software as well as removed existing expenditure restrictions in the 2005 budget. 
· Motion 12364 (October 2006) approved the ABT Program Charter which delineates clear responsibilities, accountability and clear lines of succession within the program. Besides the problem statements and vision statements discussed earlier, this program charter provided nine guiding principles for the program:
· Ensure effective leadership, comprehensive stakeholder agreement and alignment with the county’s goals. 
· Apply the technology governance direction for future project efforts. 

· Standardize and streamline operations and business practices to adopt best practices. 

· Consolidate and integrate the computing infrastructure to eliminate redundancy. 

· Reduce computer maintenance, management and service costs. 

· Improve customer service, decision support, and reporting capabilities. 

· Enhance existing service levels and capabilities. 

· Ensure the privacy and security of financial, human resource and budget information. 

· Commitment to organizational and “county cultural” changes must be accepted and effectively implemented. 

· Motion 12581 & Ordinance 15903 (September 2007) approved the High Level Business Plan. This document instructed the Executive to prepare: 

· A Detailed Implementation Plan which discusses and identifies the methodology that will be used to implement the high level business design. 

· An updated cost-benefit analysis for completion of the program. 

· Motion 12863 & Ordinance 16275 (October 2008) approved the Detailed implementation plan & an appropriation for implementation of the project. This included: 

· An appropriation of $77.5 million for staffing, software and consulting costs through 2013. 

· A multi-stepped schedule for implementation of three different modules to implement changes to human resources, financial accounting and budget. 

ANALYSIS:
BANs are typically used by King County when projects are: 
· Complex in nature, where the total project costs are not yet known, 

· Expected to span several years, 

· Expenditures are not equally spread out over a number of years, 

Use of BANs to fund the ABT project appears to be a reasonable decision as there are still three more years of expenditures expected. The Executive currently plans to sell $40 million in BANs in 2010 and spread the remaining amount over 2011 and 2012. A final sale, where the total of the BANs and accumulated interest will be converted into LTGO bonds is expected in 2013. 

By using BANs in this case, the County can accurately sell LTGO bonds once when the final costs are known. This will reduce the county’s cost of issuance and interest costs. The BANs are expected to sell for between 0.25% and 0.50% whereas the LTGO bonds will sell in excess of 4%. 

As noted in the introduction, this approach is effectively a ministerial action. The Council has previously approved a total of $86.7 million in expenditures for the ABT project and this package of legislation would put into place the financing to fund the project. This financing package is consistent with prior projects. 
Independent Capital Project Oversight
With adoption of the 2007 annual budget, the County Council created an independent office of capital project oversight. Four projects were assigned to this new office including the ABT Program. The CPO office will have a role in overseeing the program for compliance with scope, schedule and budget as approved by the Council. The CPO will also monitor efforts to document and achieve projected cost-savings. To date there have been four quarterly reports by the CPO office on the ABT project and the office is actively monitoring the project’s scope, schedule and budget. 
AMENDMENTS: 
There is the need for an amendment to Proposed Ordinance 2010-0080. When the ordinance was transmitted, there was an error in the amount needed for borrowing; the ordinance was transmitted requesting $85 million in borrowing. However, the total of all appropriations and accumulated costs should actually be listed as $95 million. This amount includes the total of all planning, design and implementation funds. 
	377142
	ABT Program
	 

	 
	2005
	CIP
	3,973,663

	 
	2007
	Supplemental
	5,059,194

	 
	2008
	Appropriation
	64,595,037

	 
	2009
	ABT Project Oversight
	90,246

	 
	Total
	
	73,718,140

	377222
	ABT Program Contingency
	12,919,007

	 
	Total ABT Program Appropriation
	86,637,147

	
	New Request for ABT Financing  (include $86.6 million + bond issuance costs and interest)
	$95,000,000


· Amendment S1 includes the proper amounts in the body of the ordinance.  

· Amendment T1 corrects the amount in the title of the ordinance. 
REASONABLENESS:
With the discussed amendments, adoption of Proposed Ordinance 2010-0080 would constitute a reasonable business decision. 
Proposed Motions 2010-0081 and 2010-0082 are placeholder motions that should be passed without recommendation as the details of the sale are not yet known. 

INVITED: 

Ken Guy, Director, Finance & Business Operations Division

Rob Shelley, Financial Advisor, Seattle Northwest Securities

Dan Gottlieb, Gottlieb Fisher, Bond Counsel

Nigel Lewis, Senior Debt Analyst, Finance & Business Operations Division

ATTACHMENTS: 
A. Striking Amendment S1
B. Title Amendment T1
C. Proposed Ordinance 2010-0080
D. Proposed Motion 2010-0081
E. Proposed Motion 2010-0082
F. Transmittal Letter
G. Fiscal Note
� ABT Program Charter, as adopted by Motion 12364, page 4. 
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