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August 13, 2008 
The Honorable Julia Patterson 
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Patterson:

I am writing to respond to the second phase of capital improvement project reporting proviso requirements included in the 2008 adopted budget.  This proviso response transmits the motion and the capital project report as required in Ordinance 15975, Section 19 (Office of Management and Budget), proviso P1 and Section 130, proviso P5 Project 377142 (Accountable Business Transformation Program).  
This second phase of the 2008 capital project reporting requirements described in the March 3 proviso response is outlined in the following provisos.  The first proviso was added to the Office of Management and Budget section.  The second proviso was added to the capital section of the 2008 budget ordinance to link the Accountable Business Transformation project to the 2008 capital project reporting requirement.  As specified in the proviso language excerpts below, the appropriation restrictions are contingent upon County Council approval by motion of the attached report.
Office of Management and Budget Proviso
PROVIDED FURTHER THAT:  Of this appropriation, $150,000 shall not be expended or encumbered until the council accepts, by motion, the executive's transmitted critical analysis report, as required by this proviso, for all current CIP projects managed by the various divisions within the executive departments that are currently active or have not been closed-out; however, the executive shall not be required to report on any projects with a total project cost of less than $750,000, or projects involving work order construction contracts or projects involving small work roster construction contracts.  The report shall be broken into chapters, with each CIP agency constituting a chapter.
 
The executive shall submit the proposed motion and the critical analysis report, in the form of 11 copies with the clerk of the council, who will retain the original and forward copies to each councilmember and the lead staff of the capital budget committee, or its successor. The executive shall submit this proposed motion and report within 120 days after the ABT Program Management Office has submitted in writing, the proposed Capital Improvement Program ("CIP") reporting and analysis requirements that will be included in ABT High level Business Design for the budget system business functions required by proviso P1 to this section 18 of this ordinance. The resources to develop and produce the motion and critical analysis report shall be provided by the ABT program management office of the department of executive services.
Accountable Business Transformation Proviso:

PROVIDED FURTHER THAT:   Of the appropriation for Project 377142, Accountable Business Transformation, $150,000 shall not be expended or encumbered until the council accepts, by motion, the executive's transmitted critical analysis report, as required by this proviso to this section to this ordinance, for all current CIP projects managed by the various divisions within the executive departments that are currently active or have not been closed-out; provided however, the executive shall not be required to report on any projects with a total project cost of less than $750,000, or projects involving work order construction contracts or projects involving small work roster construction contracts.  The report shall be broken into chapters, with each CIP agency constituting a chapter.  Within each chapter, the executive will indicate each projects rankig in order of priority. 

The executive shall submit the proposed motion and the critical analysis report, in the form of 11 copies with the clerk of the council, who will retain the original and forward copies to each councilmember and the lead staff of the capital budget committee, or its successor. 

The executive shall submit this proposed motion and report within 120 days after the ABT program management office has submitted in writing, the proposed Capital Improvement Program ("CIP") reporting and analysis requirements that will be included in ABT high level business design for the budget system business functions required by proviso P5 to this section of this ordinance. The resources to develop and produce the motion and critical analysis report shall be provided by the ABT program management office of the department of executive services.

The process used to develop this proviso response report is the foundation for improving future CIP reporting.  Plans are underway to continue a variation of this report on a semi-annual basis.  More frequent reporting for high risk projects will continue based on agreements between the Executive and County Council.  The attached report includes approximately 300 projects with cost estimates over $750,000.  Projects already complete and in use, though not officially closed-out are not in the capital project report.  They have been identified on a separate list that is available upon request from council staff.  
The attached capital project report was developed consistent with the framework outlined in the March 3, 2008 proviso transmittal response.  As was mentioned in that transmittal, the existing financial and budget systems will be improved in the proposed ABT project to provide meaningful project cost categories such as those specified in the council proviso.  For example, the current accounting system configuration is not set up to isolate project mitigation costs.  Because of the significance and County Council interest in mitigation costs, the proviso report does include mitigation cost information for the Wastewater Treatment Division Brightwater Project. 
This report is an extension of prior work on project milestone reporting and the 2007 proviso report on projects with over $10 million of budget.  An interim set of initiatives is underway to consolidate and institutionalize these reporting efforts while addressing project management and accounting practices in preparation for the Accountable Business Transformation (ABT) implementation effort.  Successful completion of the following interim efforts will maximize the value of the ABT budget module.
1. An evaluation and possible implementation of an interim reporting system based upon the highly regarded Road Services web based project information system.

2. Increased utilization of project management software in the capital programs.

3. Implementation of consistent budgeting and accounting rules regarding the use of sub-projects within master projects approved in each annual budget.

4. Planning for budget process changes that may occur as a result of a change to the county charter or full implementation of a biennial budget process.
5. An evaluation of changes to King County Code to update and clarify CIP definitions and processes and to improve the reporting structure.

The proposed motion not only recommends approval of the attached proviso report but also recommends a collaborative effort to improve the current CIP reporting system.  In recent discussions with the County Council budget committee and the Council Auditor project oversight staff, there was agreement that existing capital project reporting requirements should be evaluated and streamlined to improve the quality and timeliness of reporting to the County Council.  Until we complete this reassessment we will continue to operate with the multiple reporting requirements which do not appear to meet the needs of either branch of government.  The county’s capital program and oversight staff members are burdened with nearly twenty unique report formats.  This list could be consolidated to as few as three report formats while improving the value and timeliness of the information provided.  In a time of limited financial resources it is particularly important to discontinue repetitive reporting requirements in favor of cost effective project reporting.  

I look forward to continuing this capital project reporting reform initiative with the County Council and Council Auditor’s Office.  I very much appreciate the assistance council staff members have provided to this important work.

If you have any questions about this report, please contact Bob Cowan, Director, Office of Management and Budget, at 206-296-3434.
Sincerely,

Ron Sims

King County Executive
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