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Government Accountability and Oversight Committee
 
STAFF REPORT

	Agenda Item:
	6
	Name:
	Beth Mountsier

	Proposed Motion No.:
	2010-0302
	Date:
	May 18, 2010

	Invited:
	Susan Baugh, Senior Principal Management Auditor, King County Auditor’s Office



SUBJECT:

A motion authorizing the Chair of the Council to enter into a contract for an independent consultant to provide an assessment of the effectiveness of the Wastewater Treatment Division’s Productivity Initiative for the wastewater program.

SUMMARY: 

King County Ordinance 14941, adopted in June 2004, requires an independent third party review of the Wastewater Treatment Division’s (WTD) Productivity Initiative Pilot Program under the supervision of the King County Auditor.  The King County Auditor’s Office (KCAO) has conducted a Request for Proposals (RFP) to select a consultant to review the effectiveness of various aspects of the WTD Productivity Initiative Pilot Program (Attachment 2).  The consultant will be responsible for proposing a scope of work, completing a work plan, and conducting a review and analysis for this project that will determine the overall effectiveness of the Productivity Initiative Pilot Program from its inception in 2000 to date.  The review is to be completed and filed with the Clerk of the Council no later than December 31, 2010.

Proposed Motion 2010-0302 (Attachment 1) authorizes the Chair of the Council to sign a contract with the selected consultant.  The RFP process has concluded and the contract with the selected consultant is in the process of being finalized and will be available for review prior to Council action on this legislation.

In the meantime, the legislation was referred to the Government and Accountability Committee for review with regard to the council’s policy and budget implications.

Committee staff will brief the committee on the need for the contract, the RFP conducted, the selection of the preferred or proposed consultant.  Staff from the Auditor’s Office will be available to answer questions.

BACKGROUND: 

The King County Wastewater Treatment Division’s Productivity Initiative Pilot Program is a 10-year pilot program implemented in 2001 to improve the public utility’s traditional business practices while maintaining high-quality services.  WTD establishes annual targets to reduce operating costs and increase efficiencies by employing private sector business models and best practices.  These include incentive payments to employees for exceeding the annual targets.[footnoteRef:1] [1:  	When the annual targets are met, any additional allowable savings are shared equally (50/50) between ratepayers and employees. Half of the savings are returned to ratepayers in the form of decreased capital and operating costs and stable sewer rates. The other half is returned to wastewater treatment program employees in the form of a financial incentive. A mechanism was established for setting and adjusting yearly targets for factors beyond the control of the division (e.g., inflation).] 


Initially, the pilot program focused on wastewater operations and annual targets for 2001 to 2010 and were established using the 2000 wastewater operating budget as a baseline.  The pilot program was subsequently extended to WTD’s major capital improvement projects, asset management program, and small in-house capital construction projects.  The following goals and objectives were established for the four program areas:

A. Original Productivity Initiative – Operating Costs:
· Continue providing high quality wastewater treatment and conveyance services to the region;
· Use private sector models to improve management of the wastewater program;
· Improve cost efficiencies;
· Provide savings to the public;
· Define target budgets and accountability measures for meeting those targets;
· Continue working collaboratively with labor; and
· Allow employees to be creative in meeting the vision of becoming the ‘best wastewater program’.

B. Extension of the Productivity Initiative – Major Capital Improvement Projects:
· Provide savings to ratepayers through the appropriate use of approved contracting methods and more  efficient management of consultants and contractors;
· Refine and improve the accuracy of cost estimating for major capital improvement projects; and
· Test the efficacy of different approved contracting methods and contract incentives in reducing the overall cost and time needed to complete major capital improvement projects.

C.	Extension of the Productivity Initiative – Asset Management Program:
· Provide savings to ratepayers through the development of a more strategic approach to the maintenance and replacement of wastewater assets;
· Refine and improve the accuracy of budget forecasting for wastewater asset management;
· Improve reliability of the wastewater treatment system;
· Test new asset management techniques on a subgroup of assets and determine the applicability of these techniques to the rest of the wastewater system; and
· Provide incentives for employees to develop innovative approaches to asset management.

D. Extension of the Productivity Initiative – Small In-House Capital Construction Projects:
· Compare the costs of using in-house resources to perform small capital construction projects versus the more traditional practice of contracting out this work.

The WTD Productivity Initiative Pilot Program continues until April 2011.  Unless reauthorized by the King County Council, the program will sunset, as stipulated in Ordinance 14941 (Attachment 3).  The analysis and recommendations provided from the consultant’s third party evaluation and information generated from WTD’s internal evaluation will be used by the County Executive and County Council to determine the future direction of the program.

SCOPE OF WORK:
The scope of work for this project is to determine the overall effectiveness of WTD’s Productivity Initiative Pilot Program.  The consultant should propose a scope of work and develop a work plan that:

A.	Reviews WTD’s achievement of the overall goals and objectives for the operational component (Objective A) of the WTD program, including the operational cost savings and efficiencies achieved to date.  The reasonableness of the initial assumptions and budget savings targets proposed in 2001 and subsequent changes in assumptions and budget and/or cost adjustments should also be considered.  If some objectives have not been met, the consultant shall discuss reasons why and consider whether the objectives were outside the parameters or control of the program.

B. Determines WTD’s effectiveness in applying private sector business and wastewater industry best practices to improve the management and operations of the utility.  This includes an assessment of how selected WTD’s productivity benchmarks compare to applicable peer wastewater treatment agencies during the 10-year period.  Factors to consider include:  
· Changes in rates and capacity charges and how the rates compare to financial models and forecasts from the 1999 Regional Wastewater Services Plan.
· Changes in staffing levels and vacancies and their impact on WTD’s operational workload and budget savings.
· Other applicable productivity benchmarks to be developed in conjunction with the WTD.  (Note:  WTD and KCAO will assemble some relevant data and provide assistance to the consultant in developing related benchmarks.)

C. Reviews WTD’s internal assessment of the Productivity Initiative Pilot Program encompassing all four operations and capital program areas (Objectives A-D), and report specifically on any areas where the consultant’s assessment of the effectiveness of the productivity initiative differs from WTD’s assessment and why.

D. Analyzes the use of employee incentive funds consistent with Ordinance 14941.

ANALYSIS:

The proposed motion authorizing the Chair to enter into a contract for services to review the WTD Productivity Initiative conforms to adopted Council policy in Ordinance 14941.  

To facilitate expeditious execution of a contract when it is ready, the GAO Committee should take action on the legislation at the May 18 meeting (either ‘do pass’ or pass out of committee without recommendation).

Prior to Council action – council staff should ensure the contract has been reviewed by the Prosecuting Attorney’s Office and that it also meets the terms of the proposed Scope of Work, etc.  Proposed Motion 2010-0302 would need to be amended at full council to attach the contract to the motion – prior to approval or action.

2010 COUNCIL PRIORITIES:
The legislation accepting the report furthers the Council’s Environmental Sustainability and Financial Stewardship Priorities.

ATTACHMENTS:  
1. Proposed Motion 2010-0302
2. RFP Notice:  Review of the Wastewater Treatment Division’s Productivity Initiative Pilot Program
3. Ordinance 14941
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