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SUBJECT

Proposed Ordinance 2009-0308 authorizes the Executive to sign an amendment to the interlocal agreement ("ILA") between King County and the King County Ferry District ("KCFD").
BACKGROUND

In April 2007, King County established the KCFD (Ordinance 15739) to provide passenger-only ferry service as a separate municipal corporation.  A year later in April 2008, the King County Council authorized the Executive to sign an ILA with the KCFD (Ordinance 16055) to deliver such passenger-only ferry services.  While the KCFD business plan called for demonstration services as well as the regular services, both parties were unsure as to what form the demonstration services would take or how KCFD would prioritize and develop those demonstration services.
Proposed Ordinance 2009-0308 amends the ILA to include the Marine Division providing additional services and allowing the Marine Division to invoice and receive payment for services rendered on a timeline that will not require the Division to engage interfund borrowing. 
SUMMARY

The proposed amendment to the existing ILA provides for the Marine Division to:
1. conduct technical planning, leading to KCFD selecting two passenger-only ferry demonstration routes in three deliverable phases; and 

2. obtain advanced quarterly payments from KCFD for services to be performed during that quarter.  
KCFD will reimburse the Marine Division an estimated $525,000 for the additional technical planning services to be performed by the Marine Division.  This amount is fully revenue backed by the KCFD.
ANALYSIS

Demonstration Service Planning

The proposed amendment provides for three phases of analysis and planning:
Phase 1: Route and Landing Site Analysis

Phase 2: Route Preparations for start-up of two routes in 2010

Phase 3: Develop Service Provider Technical Specifications

As the Marine Division is providing technical services, and the KCFD is providing decisions, direction and guidance to route planning and development, the phases identified in the proposed amendment each have specific deliverables for both the Marine Division and the KCFD.  

The overall timeline adequately reflects the interdependencies of the decision-making on the planning process.  This interdependency, however, creates risk to the overall project, as any missed deadline by either party will have an effect on the critical path for demonstration service delivery in 2010.  By clearly identifying dates, products and decisions, the proposed amendment mitigates some of that risk by clearly laying out the needs of both parties.
Advance Payment
Currently, the services delivered by the Marine Division are billed on a quarterly basis, after the contracted services have been provided or performed.  The time period between the date of actual services and the payment of billings can be substantial.  This has resulted in the County having to resort to interfund borrowing in order to meet the Marine Division's payrolls and other expenses.  
The cost of this interfund borrowing is ultimately passed onto the KCFD and exceeds the amount of interest accrued for the same funds retained within KCFD accounts.  KCFD and County staff concur that there would be savings if interfund borrowing were avoided.  
Under the new payment provisions, KCFD will receive invoices monthly, detailing the amount of hours and costs expended by the Marine Division to perform the work ("actuals") for which it received the advanced payment.  Invoices, reflecting actual work performed, will be regularly reconciled against the advanced payments, and as necessary, financial adjustments will be made through standard financial practices. 
The proposed amendment to the ILA was unanimously approved by the KCFD Board of Supervisors on April 27, 2009.

ATTACHMENTS

1. Transmittal letter dated April 30, 2009
2. Attachment A, Addendum to ILA

3. Marine Division Operating Fund Fiscal Note
4. Proposed Ordinance 2009-0308
Page 1 of 3
Page 3 of 3

