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STAFF REPORT
SUBJECT:
Proposed Ordinance 2008-0455 would correct an incorrect capital project number (001295) in the Airport Construction Fund, listed in the 2008 Adopted Budget, Attachment B, with the appropriate project number (423493).  At the direction of the chair, staff drafted a striking amendment that would also address several other recent supplemental appropriation requests.
SUMMARY:
At the direction of the chair, staff drafted a striking amendment to Proposed Ordinance 2008-0455 that would correct the capital project number in 2008 Adopted Budget, Attachment B, and also address several other recent supplemental appropriation requests.

The net supplemental appropriation totals approximately $5.4 million, including approximately $4.6 million for the general government capital projects, $270,000 for roads projects, and $495,000 for the surface water management projects.  The affected funds are shown in Table 1 below.
	Table 1
SUPPLEMENTAL APPROPRIATIONS BY FUND

	GENERAL GOVERNMENT

	3151
	Conservation Futures Subfund
	$0

	3160
	Parks and Recreation - Open Space Construction
	$1,829,905

	3180
	Surface and storm water management construction
	$0

	3220
	Housing Opportunity Acquisition
	($8,980,000)

	3221
	HOF Homeless Housing Sub-fund
	$8,980,000

	3380
	Airport Construction
	$0

	3682
	Real Estate Excise Tax #2 (REET 2)
	$0

	3771
	OIRM Capital Fund
	$1,437,475

	3842
	Farmland Conservation Program Fund
	$417,700

	ROADS

	3860
	Roads Construction
	$269,573

	SURFACE WATER MANAGEMENT

	3292
	SWM CIP Non-bond Subfund
	$494,704


In addition, the proposed amendment would also appropriate an additional $6.69 million to the Roads operating fund and disappropriate $300,000 from the Roads construction transfer fund.
These proposed changes were distributed to Councilmembers in advance of the September 3rd Capital Budget Committee.  Councilmembers have raised no issues or concerns with any of the proposals.
ANALYSIS:
Information for each appropriation request is provided below.  Analysis is provided by CIP type, proposed ordinance number, fund, and project.
General Government Capital Improvement Program
Airport Construction Fund (3380)





$0
This proposed ordinance would correct an incorrect capital project number (001295) listed in the 2008 adopted budget attachment B with the appropriate project number (423493).  This is simply a technical correction.

Conservation Futures Subfund (3151)





$0
The Executive proposed changes to 8 appropriation and scope changes to projects funded through the Conservation Futures (CFT) subfund. The net impact on the fund of the request is $0.  Four of the proposed project changes involve an appropriation or disappropriation of funds, the other four requests involve scope changes to existing projects. 
These requests reflect the recommendations of the Conservation Future Citizens Committee (CFCC) as contained in its annual report to the Executive, dated March 28, 2008.  The report includes descriptions of uncompleted CFT projects over two years old. In this report, the CFCC considered the conservation goals of these uncompleted projects and their likelihood of completion. Projects with a “good likelihood” of succeeding (assessed by factors such as the availability of matching funds and acquisition activity to date) were recommended for extension and additional funds as needed. 

In a few cases, the CFCC recommended abandonment after receiving such requests from the original applicants. 

Table 1 summarizes the Executive’s CFT subfund requests and notes the projects proposed for abandonment.
Table 1: Conservation Futures Tax Projects – Proposed Changes

	Project Number
	Jurisdiction
	Project Name
	Proposed Action
	Proposed Amount

	 
	Auburn
	Auburn Environmental Park
	Abandonment
	-

	 
	Des Moines
	Zenith Park/Massey Creek
	Abandonment
	-

	315720
	Enumclaw
	Newaukum Creek
	Reallocation - Transfer to KC
	($34,152)

	315182
	King County
	Middle Newaukum Creek Ph3
	Reallocation - Transfer fm 315720
	$34,152 

	315725
	Kent
	Clark Lake
	Scope Change
	-

	315734
	Pacific /Algona
	Wetland Passive Park
	Scope Change
	-

	315757
	Tukwila
	Duwamish Gardens
	Scope Change
	-

	315122
	King County
	Middle Fork Snoq-Oxbow
	Scope Change
	-

	315184
	King County
	Raging River Camp Terry
	Abandonment
	($289,754)

	315205
	King County
	Raging River Upper Preston 
	Reallocation - Transfer fm 315184
	$289,754 

	 
	
	
	
	 

	 
	 
	Total
	 
	$0 


Specific details regarding the proposed scope changes and reallocations are included in the CFCC Annual Report.  
These proposed changes were distributed to Councilmembers in advance of the September 3rd Capital Budget Committee.  Councilmembers have raised no issues or concerns with any of the proposals.
Farmland Conservation Program (3842)




$417,700
The Executive is requesting $417,700 worth of appropriation to cover grant awards.  A $314,800 grant from the State’s Farmland Preservation Program section of the Washington Wildlife and Recreation Program has already been awarded to King County. These funds are to be used to purchase development rights on farmland in the Snoqualmie Valley Agricultural Production District (APD). 
A second grant in the amount of $102,900 is still pending and is expected near the end of 2008.  This funding award would be used to purchase farmland development rights in the Enumclaw APD. 
Matching funds for these grants are available and are funded by CFT revenues and a grant from the United States Department of Agriculture.
Office of Information Resource Mgmt Capital Fund (3771) - JJWEB
$1,437,475
Background

JJWEB is the juvenile justice case management application for King County. It supports all juvenile justice operations including case management, court calendaring, and detention management. Approximately 120 people from DAJD, PAO, and Superior Court use JJWEB on a daily basis to operate the juvenile justice system in King County 

The proposed supplemental appropriation will fund the replacement of JJWEB. According to OIRM, JJWEB needs to be replaced because an integral component of the JJWEB system, called “WebPutty” will no longer be supported by vendors after July 1, 2009. Once “WebPutty” is no longer supported, there is an increased risk the JJWEB system will fail. Over time, the system will be more vulnerable to security and virus problems because Security patches will no longer be provided. Without support, it will also require more time to fix the application when things go wrong.  Because JJWEB is so essential to the operation of the juvenile justice system, its partial or complete failure could severely impact the daily operations of the juvenile justice system. 

According to OIRM, the Superior Court Case Management System is the only other county application facing similar problem because of WebPutty. OIRM reports Superior Court is not yet ready to propose a replacement project, but will likely have a proposal in the 2009 budget. 

Using its existing appropriation, OIRM researched several alternatives before deciding on replacing the system with an off the shelf solution. In addition to reducing the risk of an application failure, replacing JJWEB should also offer improved case management and operational benefits. For example, there are currently at least 10 databases for managing juvenile justice programs that are outside of the JJWEB system. The new JJWEB will integrate these other databases allowing users to manage the case information more efficiently. The existing system also has problems with data accuracy that the new system will address.

Project Milestones, Accountability, and Budget 

The project has identified the following milestones pending Council approval in September, 2008. 1) A contract will be signed in September, 2008; 2) the system will be configured in April 2009; and 3) deployed in June, 2009. 

When asked about project accountability OIRM reported that project accountability lies with several groups: The project sponsors - Paul Sherfey (KCSC), Toni Rezab (DAJD) and David Ryan (PAO) - along with the steering committee, are responsible for the direction of the project and ensuring that the project is meeting resource needs, goals and project development objectives. David Martinez as the CIO directing the OIRM PMO is responsible for project and implementation management. The county is also able to share the financial risk of the project with the vendor – if the vendor fails to deliver the solution, we would be contractually protected from paying for the solution, which financially insures the county.

As outlined below, the project budget is $1,685,475. Because there is $248,000 remaining from a prior appropriation, the present appropriation request is $1,437,475.  Note that the appropriation request does not include the considerable staff time all three agencies will need to contribute to this project. The project sponsors have agreed this time will be absorbed by their existing budgets. 

Additional Issues and Commitments by Project Sponsors

In the review of this proposed appropriation, Council staff identified several issues for further consideration. Specifically, the project did not have an implementation plan for this project that specifically addresses minimizing service disruptions to the public. The project has also not yet identified indicators to measure the success of this project. Measuring the success of this project will be particularly helpful for gathering “lessons learned” to apply to the KCSC project which may be implemented next. Lastly, the project has not yet explored whether there are ways that the new system can be configured that could also directly benefit those people most directly impacted by the juvenile justice system—families and the juveniles. It seems reasonable to expect if the county is expending the funds and effort to replace the system that it is worth exploring how such an effort can be made to benefit the public users of the juvenile justice system as well.

In response to these concerns, the project sponsors and OIRM have committed to the following pending the Council’s approval of this appropriation request

1) Developing an implementation plan that provides for minimal service disruptions to the public.

2) Developing indicators to measure the success of the implementation of the new product.

3) Exploring whether there are any ways that the new system could also improve information available to juveniles and their families.

What are the effects if this project were delayed?

If funding for the JJWEB project were delayed now and transmitted with the 2009 budget, the project could not begin until January 2009 and the new system would not be implemented until October 2009.  This would not meet the July 2009 deadline when the application will no longer be supported.

OIRM cannot predict how the behavior, performance, and functionality of JJWEB may degrade after July 2009.  Experience indicates that the system will likely be unaffected for a period of 60 to 90 days, though it is possible (albeit unlikely) that some major issue could arise within that time period that could cripple the county's juvenile justice operations.  In determining the options for including the JJWEB project in the 2009 budget or as a 2008 supplemental request, OIRM, OMB, and the juvenile justice agencies evaluated the risks, and believe the county would be best served by ameliorating the risk to operations as quickly as reasonably possible.
Parks, Recreation and Open Space (3160)



$1,829,905
Per the Executive’s transmittal letter, this supplemental appropriation request is intended to make a “technical accounting correction(s)”.  
The appropriation request would establish a capital projects in Parks entitled “Greenbridge – HOPE 6 project”.  This project would allow payments to cover the Park’s division’s debt service costs associated with the Greenbridge project in unincorporated King County.  The current request is for $129,905 to cover these debt service costs.  Revenues had been wrongly appropriated in the Real Estate Excise Tax (REET) 2 debt service project.
Secondly, the appropriation request would “establish a capital project in Parks to account for annexation incentive payments to cities as interlocal agreements occur”.  This capital project, entitled “Annexations – Transfer to Cities”, would be funded by a transfer of $1,700,000 from the REET 2 fund.
The proposed ordinance would also make corresponding and necessary changes to the REET 2 fund.

Surface and Storm Water Management Construction Fund (3180)
$374,231
This appropriation request would transfer $374,231 of Surface and Storm Water Management Construction funding from the Segale Levee project to a Floodway Corridor Restoration project known as Fenster Levee.  The Segale Levee project is being funded by the new Flood Control fund.  The scope of the Segale Levee project is not affected by this transfer.
Housing Opportunity Acquisition/

Homeless Housing subfund (3220 & 3221)




$0
This proposed ordinance would transfer a capital project and $8,980,000 of associated budget authority from the housing opportunity acquisition fund to the homeless housing subfund.  This is a purely a technical correction. The fund number was incorrectly captured during the 2008 budget process; this action corrects that error. There are no changes to expenditure or revenues resulting from this correction.

This action is required for the fund to be able to close its books for 2008. While it is possible to address the issue in the 2009 CIP reconciliation, doing so would require a significant amount of backing out and reentering the accounting transactions for the fund’s activity.
Surface Water Management Capital Improvement Program
Surface Water Capital Fund (3292)





$494,704
In this proposed ordinance, the Executive has requested spending authority for $494,704 of a $1,000,000 grant awarded in January 2008 for projects in the Lake Hicks watershed located in the White Center area of King County.  The balance of the grant appropriation amount will be requested in the 2009 proposed budget.  

The Lake Hicks watershed is a heavily urbanized 678 acre area, within the 1200 acre Salmon Creek Basin, developed prior to regulations that provided for treatment of stormwater runoff.  The watershed drains into Lake Hicks, a four-acre lake in Lakewood Park, as urban surface water runoff through a network of piped flows interspersed with several ponds/wetlands.  Groundwater is a small component of the water flow into Lake Hicks.  

Thus, Lake Hicks has a documented history of water quality problems impacting the aquatic ecosystem, diminishing aesthetic qualities, and preventing recreational use.  The lake has been listed in the past as an impaired water body for total phosphorus and fecal coliform bacteria.

These projects will improve water quality of flows to Lake Hicks by:
1. retrofitting a stormwater facility, 

2. restoring a wetland/pond, 

3. designing and constructing a water quality facility, 

4. repairing water quality facilities, 

5. conducting Illicit Discharge Detection Elimination and public education, and

6. establishing a monitoring program to measure effectiveness of water quality enhancement.  

These project sites are identified in the DRAFT Salmon Creek Basin Plan to meet goals for the Salmon Creek Basin, particularly, to provide treatment to reduce levels of heavy metals, phosphorus, and fecal coliform bacteria.  The effort to achieve de-listing will also result in a lake that provides safe recreational opportunities for area residents.
Council staff have identified no issues related to this grant-backed appropriation request.
Roads Capital Improvement Program & Operating Fund
Road Fund (3860)







$269,573
This proposed ordinance requests a net of $269,573 of additional appropriation to the Road Fund.  A reduction of $300,000 of appropriation is included in this request to cancel a capital project entitled “Cedar Grove Road SE @ SR 169”.  The cancellation of the Cedar Grove Road SE @ SR 169 project appears to be a reasonable request based on the lack of a State instigated project at that location along SR 169. The proposal would shift this appropriation to evaluation ($50K) and construction of improvements ($250K) along the Issaquah Hobart Road corridor.

In addition, $569,573 of appropriation is requested to fund additional expenditures on the Mount Si Bridge project, which is currently under construction.  The Mount Si Bridge appropriation request results from a budget restriction enacted by the Council during consideration of the 2008 budget.  Describing the restriction’s intent requires some discussion of the relevant background information.
Throughout the past several years the Council has increasingly focused on implementing effective oversight of capital projects.  In late 2007, the Council created an independent capital project oversight office in the auditor’s office.  The Council has also made repeated efforts in recent years to implement performance measures and accountability for the County’s major capital projects.  The County’s 2008 budget document also noted the increasing constraints of transportation funding, including reductions to the Roads Capital Program funding at a time of increasing infrastructure needs.  The defeat of the 2007 Roads and Transit Ballot measure, which included $110 million for the aging South Park Bridge was cited specifically.  As a result of these conditions, the Council made the following statements in the budget document:

“In keeping with the goal of controlling costs in the county’s capital improvement programs, the council has restricted expenditures for either design or construction management, or both, for selected roads CIP projects that exceed benchmark standards; and 

Roads CIP projects will be subject to evaluation along with other major capital projects, as provided elsewhere in this budget.  The council intends to ensure that the division complies with performance measures, recommended follow-up implementation of the roads capital planning audit and application of industry best practices and lessons learned from comparable agencies.”

In the fall of 2007, citing the Division’s delayed response to implementing performance indicators described in past audits, the Council directed staff to perform industry research and enact policies into the 2008 budget by constraining the budget authority of those projects that were not meeting industry recognized standards.  As a result, several project budgets, including the Mt. Si Bridge, received reductions to requested amounts.  The amount allotted to the Mt. Si Bridge project budget for construction administration was limited to no more than $1,256,247, an amount equivalent to a given percentage of the project’s construction costs.
The transmittal letter states that “the expenditure restriction based on out-of-state averages is not applicable to the contract administration budget needed to complete the Mt. Si Bridge project.”  However, contrary to recommendations contained in the 2004 audit and the 2006 update of that audit, Roads has still not implemented any internal or external benchmark controls by which to measure expenditures.  Roads offers no in-state research as evidence that the benchmarks used by a varied group of California municipalities performing bridge construction are out of line with other Washington public owners.  Anecdotally, WSDOT reported its construction administration benchmark is 15 percent, well below the 20 percent cap the 2008 budget proviso imposed for construction administration for this project.  Roads Services Division indicated that WSDOT does not include overhead in the same way, which contributes to lower administration costs as a percentage of construction costs.  
To date, Roads has not provided useful performance measures and benchmarks generated from the County’s own construction programs and experience as a comparison.  Instead the following explanation has been provided by the Division:  
RSD has been working with the Executives Office to develop robust performance measures as called for in the 2006 audit and as part of the KingStat measures.  The size, complexity and individual nature of projects do not lend themselves to a cookie cutter approach of estimating.  The Division looks forward to working cooperatively to develop applicable measures.

Furthermore, it is unclear what cost containment or reduction strategies have been implemented across all budget codes or with the significant overhead.  As such, justification for the increased construction administration costs on the Mt. Si Bridge project remains under review by council staff.  Included in that review is how Roads uses the budget codes and how overloading a line item may lead to skewed interpretation of budgets.  
In a September 10, 2008 meeting with staff from Roads, Office of Management and Budget, King County Auditor’s Office, Office of the Executive, and the Council, Executive staff committed to drafting a proposal for an interbranch workgroup to identify useful performance measures and benchmarks for capital projects.
Regarding the specific supplemental request, the Mt. Si Bridge project is substantially complete (greater than 90 percent and open to traffic).  The expenses associated with the $570,000 request are predominantly related to final environmental mitigation and final inspections.  Decisions regarding the scope of this project were made during design and planning (1995-2003) and in initial construction phases 2004-2007.  The project needs the funds associated with this request to complete the project and not issue a “stop work” order, as the project does not have sufficient funds to cover these expenses.

The project’s administration budget will reach 22.9 percent of construction costs if this request is approved.  The division expressed some concern that the concept of Option-level benchmarks had not been identified in the 2004 and 2006 audits.  They have expressed interest that an alternative to that which Council used, such as construction management labor hours might be a more accurate indicator for baseline data.  They also expressed a desire to produce data, which could be beneficial to Council needs.  When this type of data is tested against projects in Pierce and Snohomish County, it appears that this project may fall within a reasonable realm relative to those agencies.  

Approval of this supplemental budget request as submitted would be a reasonable business decision.  It is important to note, however, that at the macro-level, significant issues still exist with development and delivery of useful performance data and how benchmarking may be conducted in a meaningful way.
Road Fund (3860/1030)







$6,688,000
Proposed ordinance 2008-0434 requests transfer of $300,000 of appropriation from the CIP program to the Roads operating program (see description of this transfer request in 2008-0448 above).  
Additionally, the Division is requesting $6,388,000 to cover the costs associated with the following projects, all of which are grant or revenue backed:
· $5,220,000 for six pass through grant-funded projects that RSD is administering for other local agencies including the City of Carnation, Metro Transit, Mountain to Sound Greenway and the Northwest Railway Museum

· $253,000 grant for the Comprehensive Intelligent Transportation Systems

· $165,000 infrastructure preservation grant for Historic and Scenic Corridors

· $750,000 for overlay work required by Redmond Ridge, funded by settlement with Quadrant Homes

Council staff noted no significant issues related to the Roads Operating supplemental appropriation request.

REASONABLENESS
The proposed legislation and striking amendment have been analyzed by staff and no issues remain.  As such, it would be a prudent and reasonable business decision to act on this legislation.
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Kristine Lund, Executive Director, King County Ferry and Flood Control Zone Districts
Sid Bender, Supervisor, Office of Management and Budget
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Bob Cowan, Director, Office of Management and Budget

Linda Dougherty, Director, Roads Services Division
Steve Fields, Budget Analyst, Office of Management and Budget

Bill Greene, DOT Finance Manager, DOT Director’s Office
Mark Isaacson, Director, Water and Land Resources Division

David Martinez, Chief Information Officer, King County

David Tieman, Open Space Planner, Water and Land Resources Division

Evelyn Wise, Budget Analyst, Office of Management and Budget
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6) Title Amendment – T1, September 11, 2008
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