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SUBJECT

Proposed Ordinance 2018-0123 would create five new technology capital funds for departments and agencies that do not have capital program funds.  (Note:  This ordinance replaces Proposed Ordinance 2017-0478, which was transmitted by the Executive, but lapsed.  The transmittal letter and fiscal note for Proposed Ordinance 2017-0478 are attached to this staff report and are referenced throughout the staff report.)

SUMMARY

Proposed Ordinance 2018-0123 would create information technology capital improvement project (IT CIP) funds for each of the following four departments that do not currently have capital programs: 

· Department of Community and Human Services (DCHS);
· Department of Executive Services (DES);
· Department of Public Health (DPH); and
· Department of Permitting and Environmental Review (DPER). 

Proposed Ordinance 2018-0123 would also establish a new General Fund IT CIP fund that would be used for IT project appropriations for other agencies without capital programs. A full list of agencies that would use this fund is provided later in the staff report. 

Currently, departments with existing CIP funds such as the Department of Natural Resources and Parks, the Department of Transportation, and the Facilities Management Division use their CIP funds to manage the expenditures for their IT capital projects. All technology project appropriations that are sponsored by departments and agencies without capital programs are accounted for and budgeted in a fund managed by the King County Department of Information Technology (KCIT). This structure places the fiduciary responsibilities with KCIT when the sponsoring agency is ultimately responsible for the funding and implementation of IT projects.

Office of Performance Strategy and Budget (PSB) staff reviewed alternatives to the current model of technology capital fund management with the goal of reducing the administrative burden on KCIT and aligning the fiduciary responsibility with the appropriate departments. PSB staff further report that the proposed funds would be less complex and would improve accountability and financial oversight of the technology projects pooled in a given fund. The fiscal note indicates that the proposed ordinance has no fiscal impact. 

BACKGROUND 

Currently, departments with existing CIP funds such as the Department of Natural Resources and Parks, the Department of Transportation, and the Facilities Management Division use their CIP fund to manage the expenditures for their IT capital projects. All technology project appropriations that are sponsored by departments and agencies without capital programs are accounted and budgeted in a fund managed by the King County Department of Information Technology (KCIT). This structure places the fiduciary responsibilities with KCIT when the sponsoring agency is ultimately responsible for the funding and implementation of IT projects.

King County Code[footnoteRef:1] requires the Project Review Board (PRB) to provide oversight for technology projects. The PRB is chaired by the County’s Chief Information Officer and conducts project management oversight including, but not limited to, review of information technology status, plans, risk, and progress, as well as approval of incremental release of project funding.[footnoteRef:2] The Deputy County Executive, the Director of the Office of Performance, Strategy and Budget, and the Director of the Department of Executive Services serve as members of the PRB.  [1:  K.C.C. 2A.380.330]  [2:  Per K.C.C. 4A.130.010, information technology projects that do not involve construction and that are subject to the Project Review Board are exempt from mandatory phased appropriations.  ] 


ANALYSIS

Under the model in Proposed Ordinance 2018-0123 (consistent with the Executive's transmitted legislation), DCHS, DES, DPH, and DPER would manage their own individual IT CIP funds and the general IT CIP fund would be managed by the Office of Performance, Strategy and Budget (PSB). This would shift the fiduciary and administrative responsibilities of managing the fund from KCIT to the associated department. If approved, KCIT would continue managing funds for the existing IT capital projects until all current projects are complete and the funds are spent down. The proposed new IT CIP funds would begin with a $0 balance. If approved, new projects in the new funds would be proposed as part of the 2019-2020 budget.

Executive staff report that the General Fund IT CIP fund would be used for future technology capital projects for the following King County agencies:

	· Council and Council Administration 
· Hearing Examiner 
· County Auditor 
· Ombudsman Tax Advisor 
· KC Civic Television
· Board of Appeals and Equalization 
· Office of Law Enforcement Oversight 
· Charter Review Commission Support 
· Flood Control District Administration 
· County Executive and the Office of the Executive 
· Office of Performance Strategy and Budget
· Office of Equity and Social Justice 

	· Human Resources Management 
· Employee Benefits
· Safety and Claims Management 
· Prosecuting Attorney
· Superior Court
· District Court
· Judicial Administration
· Elections 
· Assessments
· Adult and Juvenile Detention
· Office of Economic and Financial Analysis 
· Cultural Development Authority 
· State Auditor 
· Boundary Review Board 
· Office of Labor Relations 
· Sheriff


All five proposed funds would be second tier funds managed by each individual department and only to be used for capital projects supporting the operations of the associated department. According to KCC 4.10.010, a second tier fund is one that is not to be invested for its own benefit but can be invested for the benefit of the County’s General Fund. Executive staff report that while the interest earnings would go to the General Fund, the amount would be minimal because the agencies would only be transferring enough revenue to cover the recorded expenditures, thus maintaining a minimal fund balance.

The fiscal note indicates that there are no associated costs with setting up the new funds.

According to the transmittal letter, PSB reviewed alternatives to the current model of technology capital fund management with the goal of reducing the administrative burden on KCIT and aligning the fiduciary responsibility with the departments. The Executive asserts that, “smaller and less complex funds will improve accountability and financial oversight of the technology projects pooled in a given fund, facilitating the fund’s health.” While smaller funds managed by individual departments may result in less administrative burden on KCIT it could result in concerns regarding consistent financial oversight of future technology projects. Executive staff report that the Project Review Board (PRB) which currently provides oversight on would continue to do so for projects funded through the five new funds. The oversight process follows standards defined in KCIT’s Risk Based Oversight model which includes:

· Projects’ regular monthly status reporting to PRB; 
· PRB funding releases prior to a project’s expending the appropriated funds; 
· PRB review of project documents updated for any relevant and material changes;
· Input from stakeholders;
· Monthly update and review by the Chief Information Officer (CIO) and PSB of the Project Health and Risks Report; and
· Follow up with the project sponsor, project manager and/or agency leadership on any direction and implementation of recommended actions.

In addition to the PRB process, each department associated with a new IT CIP fund would also oversee the projects’ day-to-day spending, manage the revenues and expenditures, and the balancing of the fund. Executive staff state that agencies are better suited to fulfill these functions than KCIT because they initiate the appropriation request for the projects, manage and oversee progress and have firsthand knowledge of the status of each project. Executive staff also assert that the proposed change increases the number of agency finance managers and PSB analysts looking into the financials of individual projects and portfolios as a whole comprising the fund. PSB reports that the increased visibility and analysis could contribute to better enforcement of PRB requirements and prevent projects from incurring costs over the amount of funding released to the project.

ATTACHMENTS

1. Proposed Ordinance 2018-0123
2. Transmittal Letter for Executive's Proposed Ordinance 2017-0478
3. Fiscal Note for Executive's Proposed Ordinance 2017-0478
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1. Dwight Dively, Director, Office of Performance, Strategy and Budget
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