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STAFF REPORT
SUBJECT:
Discussion of and possible action on the Executive’s proposed 3rd Quarter Capital Improvement Program (CIP) Omnibus ordinance authorizing supplemental budget authority and technical corrections to the 2004 budget. 
NOTE: King County’s 2004 adopted CIP budget is $601 million. Supplemental expenditure authority approved to date in the first and second quarters totals $44.2 million. As shown in Table 1 below, approval of the third quarter proposed ordinance would authorize additional budget authority totaling $4.2 million. If approved, the third quarter omnibus ordinance would bring the amended 2004 CIP budget to $649.4 million.

Table 1: Summary of 2004 Operating Budget and 
Supplemental Requests (in millions)
	
	CIP

	2004 Adopted Budget
	$601 

	1st Quarter Omnibus Approved
	2.8

	2nd Quarter Omnibus Approved
	41.4

	3rd Quarter Omnibus Proposed
	4.2

	TOTAL:
	$649.4 


SUMMARY: 
The ordinance authorizes an additional $4.2 million in appropriation authority in supplemental appropriations and technical corrections. The Executive is proposing an additional $1.1 million in Current Expense (CX) expenditures and an additional $3.1 million in non-CX expenditures. The staff report discusses the proposed expenditures and the revenue source by fund and project. 

Table 2: Summary of 2nd Quarter CIP Omnibus & Corrections Ordinance 

	Budget Category
	CX
	NON-CX
	TOTAL

	Supplemental Appropriations
	$1,136,749
	$3,099,762
	$4,236,511


SUPPLEMENTAL REQUESTS & TECHNICAL CORRECTIONS

Open Space Bond Fund (3521)


$0
· ($337,000) - Cedar River to Lake Sammamish Trail (#352105)
· $203,823 - Soos Creek Trail Extension 2 (#352133)

· $133,177 - Cedar River Trail (#352104)

The Executive is proposing to disappropriate funds from the Cedar River to Lake Sammamish Trail project and reallocate the funds to allow paving of the Cedar and Soos Creek Trails this year. If the proposed disappropriation is approved, a total of $267,600 would remain in the Cedar River to Lake Sammamish project. The Water and Land Resources Division is currently negotiating with two landowners for acquisition of trail right-of-way for this project. Remaining funds are sufficient to complete the acquisition. Funds for these projects are supported by 1989 Open Space Bond proceeds.


Open Space Non-Bond Fund (3522)

$0
The Executive is proposing a number of adjustments in the Open Space Non-Bond Fund resulting in a net zero supplemental appropriation. Most of the changes are technical in nature.
· ($23,224) - Cedar River to Lake Sammamish Trail-Nonbond  (#352205)
· $23,224 - Cedar River Trail-Non-Bond  (#352204)
This is a companion project to the Open Space Bond project described above. This disappropriates funds in the Cedar River to Lake Sammamish Trail project and reallocates them to the Cedar River Trail paving project which is scheduled to move forward this year. 
· ($47,424) - Three Forks (#352236)
· $47,424  - Mid Fork Snoqualmie (#352405)
The Three Forks project is complete. This request disappropriates the unneeded balance in the Three Forks project and consolidates funds to the Mid Fork Snoqualmie basin for acquisition of parcels in the area.
· $1,263 - Sugar Loaf Mountain Acquisition (#352329)

· ($1,275) - Rock Creek/Ravensdale (#0Z1788)
This request consolidates remaining funds from the Rock Creek/Ravensdale project in the Sugar Loaf Mountain Acquisition project to pay for acquisition costs. The Sugarloaf Mountain acquisition is geographically located in the same area as the Rock Creek project.
· ($3,073) - Ames Lake (#352327)
The project is completed with $3,073 remaining budget authority available for disappropriation.

·  ($4,390) - Open Space Nonbond County Default (#D03522) 
· $7,475 - Finance Dept. Fund Charge (#352000)
This request moves funds from the default project to provide for the correct amount of funds needed for central Finance charges for 2004 and 2003. 
REET (Real Estate Excise Tax) II Fund (3682)
$0

· ($323,979) - REET II Transfer to Fund 3160 (Parks, Rec and Open Space)
· $323,979 - REET II Transfer to Fund 3490 (Parks Rehab)
This appropriation transfers REET II revenues from Fund 3160 to Fund 3490 to support Phase I of the Cedar River trail project which lost federal grant revenue. The reduction of REET II revenues in Fund 3160 will be offset by a new award of federal grant funds that will support Phase II of the Cedar River trail project. 

OIRM Capital Fund (3771)


$2,327,000


The Executive is requesting funds to support two information technology (IT) projects that received partial funding in the 2004 budget. The projects are consistent with the Guiding Principles for Information Technology Investments, the policy framework that guides the county’s IT investment decisions. The policy framework was first adopted by the Council in July 2002 (Motion 11482) and adopted again along with the Strategic Technology Plan in March 2003 (Motion 11660). The Strategic Technology Plan lists six priorities among the 23 consultant-recommended strategies to begin implementing in 2003. The two projects requested for funding in this proposed ordinance are identified among the six high priority projects in the Strategic Technology Plan.
· $1,085,000 Business Continuity Program (377120): The Business Continuity project will establish and implement a countywide business continuity plan for critical operations.  As noted in the Strategic Technology Plan, this project is urgent since there is currently no information technology business continuity plan in place to support mission critical operations in the event of an emergency or disaster. For example, during the aftermath of the Nisqually earthquake in February 2001, payroll processing was delayed due to the evacuation of the Administration Building. And recently, a power failure in the Key Tower, where the county’s mainframe computer and many critical computer file servers are housed, temporarily disrupted computer service for employees and information access to the public. 

The Business Continuity project is considered one of the key foundation strategies that are crucial for maintaining core county business operations. Guiding Principle Six recommends that the county strengthen its system and business continuity capabilities and notes that lack of such a plan puts the county at risk of not providing essential public services in times of an emergency. The purpose of the Business Continuity Program is to provide for a quick and smooth restoration of technology to support business operations after an emergency event. A recent consultant assessment report found the county lacks IT elements to support essential business services in the event of an outage, disaster or emergency.  King County’s OIRM (Office of Information Resource Management) is the lead agency in developing a countywide business plan for critical IT operations. OIRM is also working with each agency to evaluate and address individual critical IT operations. The CIO (Chief Information Officer) has identified some countywide solutions that have been prioritized as urgently needed and are proposed for the Council’s consideration in this appropriation request.

Of the total $1.78 million project budget, $700,000 has been approved to date - $350,000 in 2003 and $350,000 in the 2004 budget. The Council reserved $1.42 million from the 2004 budget pending further information to support additional investments related to business continuity.  

Table 3 below provides an overview of the project and the components of this supplemental request. The Business Continuity Program is supported by all county agencies. OIRM bills each agency a proportional share of the project cost based on FTE count. Of the $1.1 million supplemental request, approximately $740,000, or 68 percent, is paid by non-CX agencies and $345,000 is paid by CX agencies through the Transition Fund, a reserve in the CX financial plan. 
Table 3: Business Continuity Program: Expenditures
	Phase I
	Status
	Committed as of July 2004
	Projected Expenditures

	 Program Management and Admin
	Completed
	$214,445
	

	 Consultant Contracts – Develop policies to support continuity of operations for IT related essential services
	Completed
	135,555
	

	 Technical assessment of current IT infrastructure. Consultant reports addressing:
	
	
	150,000

	Countywide Risk Assessment 
	Completed
	
	

	Countywide Business Impact Analysis 
	Completed
	
	

	Countywide Recovery Strategies 
	Draft under review
	
	

	Countywide IT Implementation Plan
	Not  yet completed
	
	

	
	
	
	

	Phase II
	
	
	

	 Program Management and Admin
	On-going
	
	200,000

	Address deficiencies identified in Phase I Risk Assessment Report by implementing:
	
	
	

	Telecommunications redundancy
	Q3 request
	
	500,000

	
Internet backup for public information and      
alternate payroll processing    
	Q3 request
	
	320,000

	Business continuity policy
	Q3 request
	
	2,000

	
 IT Plan
	Q3 request
	
	263,000

	TOTAL:
	
	$350,000
	$1,435,000


Implementing this project does not achieve cost savings, but rather, is similar to purchasing an insurance policy. By having redundant or back-up systems in place, the county would avoid the risk of losing access to critical IT and telecommunications functions such as the KCWAN (wide-area-network) which provides access to county information by the public and by internal county staff. Popular public information sites include Assessor property records, Recorder’s Office documents, County Council information from Legistar/Legisearch and streaming video of meetings, Public Health restaurant inspection reports, Transit’s trip planner and many other examples. Internally, the network provides access to reports from the county’s financial systems and some online transactions processing, electronic court records, district court connections with Olympia to support calendaring and processing new cases, many Transit systems such as Rideshare as well e-mail for over 10,000 county employees. The network has become such an integral part of the county’s business processes, it is impossible to quantify the impact to county services or the cost to the county if these functions were unavailable to employees and the public.
· $1,242,000 Network Infrastructure Optimization (377111)
The fourth project on the Strategic Technology Plan priority list is the Network Infrastructure Optimization (NIO) project to optimize the existing network infrastructure with a phased implementation.  According to the Strategic Technology Plan, this project is urgent since it will identify significant savings opportunities, will reduce increases in overhead rates and there is currently no management plan in place. Guiding Principle Two states that funding decisions for IT will be based on sound business cases, cost-benefit analyses and measurable results that have been approved through the IT governance process.   

The NIO project is to be funded by a $640,000 operating transfer from ITS Telecommunications and from the sale of technology bonds. Elements of the program include:
· Phase I – Plan and Design 

· Hire an industry expert (consultant) to 

· Assess the County’s current network infrastructure 

· Perform quantified business case analysis 
· Develop a long-term business and technical model 

Status: Phase I has been completed. The Council appropriated $430,000 in the 2003 budget to fund Phase I, an assessment of the county’s network system with a proviso that the assessment identify cost-savings opportunities and opportunities to leverage use of the county’s I-NET. OIRM contracted with IBM Global Services as the consultant.  IBM has completed five separate reports that detail their findings and recommendations, including a Quantified Business Case Analysis. IBM found the county’s network assets, including data networking and voicemail infrastructures, are aging and, in some cases, obsolete.  For example, 10 percent of the county’s IT equipment is not supported by the manufacturer and 70 percent will no longer be supported during the next two years. The consultant analysis was done in mid-2003 and recent validation work shows 90 percent of the major network components will be unsupported by the end of 2004. Additionally, security vulnerabilities identified by IBM pose a risk to the county’s business processes. The recommendation is to transition the county’s current patchwork voice, data and video systems to a vendor-operated, standardized system. It should be noted that cost savings opportunities quantified by IBM are underway including improving the county’s use of the institutional network (I-Net) by reducing redundant leased voice services and using I-Net services; and using I-Net to support Law, Safety and Justice business operations to reduce costs for video arraignment, training and data storage. Additional savings can be achieved if the county makes changes to its contract management practices that would allow the Executive to enter into multi-year contracts. The Executive is working with the Prosecuting Attorney’s Office to craft boilerplate terms and conditions for technology contracts in use by ITS.
· Phase II – Validation and Implementation 

· Validate Phase I findings and recommendations 

· Address critical deficiencies 

· Implement validated opportunities for improvement 

· Set standards and guidelines for future operations of the network 

Status: Phase II is underway. In the 2004 proposed budget, the Executive requested $2.3 million to begin Phase II. The Council adopted a  $1.1 million appropriation. The Executive is now seeking to use the balance of the $1.2 million initially requested in the budget to move forward with the 2004 work program. This request includes two equipment replacement projects that relate to mitigating the risk from equipment failure or equipment obsolescence.
$500,000 Telemanagement System: The telemanagement system is expected to provide information to allow the county to plan and mange expenditures for leased lines. The IBM report identified this item as the most immediate priority for the county.  A telemanagement system is similar to a meter that would measure the utilization of telecommunications lines the county leases. Without it, the county lacks the information to plan and manage this technology asset, and therefore, could be paying for more lines than are needed. IBM was unable to quantify potential savings due to the lack of a telemangement system.

$442,000 - KCWAN (Wide-Area-Network) Equipment Replacement: There is an estimated cost of $10 million for KCWAN equipment that is unsupported by the vendor, leaving the county at risk for equipment failure and vulnerable to security breaches which the vendor/manufacturer is under no obligation to fix.  ITS has about $2 million available to replace KCWAN equipment.  Additional funding would allow the county to further mitigate the risk associated with unsupported equipment. ITS is working on a network design to optimize the placement and type of equipment that would be purchased. There will not be a one-for-one replacement, so the $10 million 'cost' is not the true cost of replacing the unsupported equipment. As soon as the network design is complete, ITS would move forward with equipment replacement.

$300K - Voice Equipment Replacement: Recent analysis of the current state of telecom equipment revealed that although the Digital Sound voicemail system will be supported by the vendor through 2005, the Telecom group has encountered several problems with the system in recent months, and there is a possibility that the system will need to be replaced in the near future (e.g. before the end of 2004 or early in 2005). ITS plans to put out an RFP (Request for Proposal) in the fourth quarter of 2004  and expects to have the necessary information to make a recommendation on replacing the system in the first quarter of 2005. This system has about 8,000 voicemail boxes and includes over 20 auto attendant applications. 

Building Repair and Replacement Fund (3951)
$1,578,749
The Executive is seeking $1.578 million in the Building Repair and Replacement fund for five projects. Two projects totaling $442,000, the NRF Building Demolition and Administration Building Security, are fully backed by state and federal monies and $1.1 million is proposed to come from CX fund balance.

· $300,000 - NRF Building Demolition (#395335)
This supplemental request is in response to the State of Washington’s request that the County include in its construction contract for the NRF demolition, the demolition of several other buildings on the campus.  This request provides additional budget authority to support the cost of that work which will be reimbursed by the State.  Facilities Management Division staff is currently working with the Prosecuting Attorney’s Office on the development of a contract with the State for this work. 

· $142,000 - Administration Bldg. Security (#395426)
A recently awarded Home Land Security Grant provides funding for security equipment for the Administration Building including door access controls, fixed video cameras with automated detection monitoring, remote control pan/tilt/zoom video cameras, and real- time remote security monitoring and post incident review capability.

· Courthouse Improvements for PAO Family Support Unit $131,000 (#395306) – This request supplements the $1.0 million approved for this project last December to provide tenant improvements on the 4th Floor of the Courthouse and relocate the Family Support Unit from leased space in the Bank of California Building to the Courthouse. The Family Support Unit is a state/federal revenue-backed program. This request provides additional project funds to purchase modular furniture and cabinetry to complete the tenant improvements.  A portion of this request, $43,000, is revenue-backed by the state and the remaining $88,000 is supported by CX fund balance. The Executive’s proposed ordinance indicates the incorrect project number. The correct number is #395318 as is reflected in the revised attachment to the striking amendment.
· Tashiro-Kaplan Building Tenant Improvements and Rent $389,050 (#395427)– In 2000, the county sold the Tashiro-Kaplan building to ArtSpace for the development of affordable, artist housing. Under the purchase and sale agreement, the county would lease 10,000 square feet of office space in the “T-K” Building from ArtSpace to house the Office of Culture Resources, now 4Culture. The county assumed the office space lease on July 1, 2004. The agreement was silent on tenant improvements for the office space. This supplemental request provides $325,000 for one-half of the tenant improvements and $64,050 for six months of lease costs at the T-K Building.  The six month lease costs covers the July 1 to December 31 period in which the County is responsible for lease payments until tenant improvements are completed – scheduled for the end of 2004.  Subject to the board’s approval, 4Culture will pay for the other half of the tenant improvements and move from its current leased space in the Smith Tower in January 2005 and begin paying rent in the T-K building. 4Culture’s annual rent will go from $190,000 in the Smith Tower in 2004 to $143,000 in the T-K Building in 2005.

· Office Space Conversion - Administration Building $616,700 (#395428): This supplemental request supports a new project for tenant improvements to convert office space in the Administration Building’s 8th floor area, currently occupied by the Law Library.  The Library will be relocating back to the Courthouse on October 1, 2004.  The project will remodel 4,630 square feet to support the operations of county agencies that will move to the converted Administration Building space. 

The scope of this project provides for a backfill of space vacated originally by the Assessor’s office and temporarily occupied during the Courthouse Seismic Project by the Law Library.  The schedule calls for design and construction of the tenant improvements for the space to be completed by April 1, 2005.  The cost estimate is based on an assumption that the space would be occupied by the Office of Civil Rights Enforcement (OCRE), and the combined offices of the Ombudsman and the Tax Advisor.  Those offices would vacate the 2nd floor of the Yesler Building to make way for the Prosecuting Attorney’s Fraud Division to move from leased space in the Bank of California Building to the Yesler Building.  The Fraud Division would occupy the Yesler building space “as is” with only minor modifications.  

This project would satisfy the Ombudsman Office’s desire to co-locate their operations with the Tax Advisor and, at the same time, maintain the Tax Advisor’s proximity to the Assessor Office’s.  The project is designed to satisfy both the Ombudsman Office’s programmatic needs and a 2004 Budget Proviso in the Facilities Management Division’s budget that requires:

“Of this appropriation, $500,000 shall not be expended or encumbered if the King County tax advisor’s office is relocated from its present location adjacent to the King County assessor in the King County Administration Building.” 

This project would also satisfy the desire of the Prosecuting Attorney to vacate leased space and move to a county office building.


SWM (Surface Water Management) CIP Non-bond Fund (3292) 
$330,762
The Executive is proposing a number of changes in the SWM (Surface Water Management) program resulting in a total supplemental appropriation request of $330,760. Of this amount, $88,500 is revenue-backed by grant funding from the King Conservation District, $102,000 comes from LTGO (limited tax general obligation) bond proceeds and $140,262 comes from fund balance in the SWM fund. A few of the 29 projects involve a new project scope or schedule. The majority are technical budget adjustments. 

· $88,5000 - King Conservation District WRIA 9 Forum Projects (#A0109)
This grant provides funding of contract services for soils testing and staff time to complete site investigation, project design and permitting in support of the restoration of inter-tidal habitat in the lower Duwamish River.
· $102,000 - Lewis Creek  (#0A1827)
Lewis Creek fish passage was damaged by storms and is preventing fish from navigating upstream. This projects supports construction this year to improve the passage for fish this fall.

· $70,000 - Urban NDAP (# A1785)
This program constructs neighborhood drainage assistance projects for the SWM service area only.  The increased budget is needed to cover four additional projects identified in late 2003 during the heavy rains.  The recent SWM reallocation process approved $100,000 of the $170,000 requested.  

· $100,000 - RDP NDAP (#0A1796)
This program constructs neighborhood drainage assistance projects for the RDP (as opposed to the SWM) service area.  The program has experienced greater demand in late 2003 and early 2004 than was anticipated during the 2004 budget preparation. 

· $11,722 - Ruddell's Addition Phase 2 (#0B1595) 

This project replaced a storm drainage system to resolve chronic flooding of a residential area. It was substantially completed in 2002, but additional construction was necessary in 2003 to correct errors in the construction of one portion of the system.

· $40,000 - Lakewood Park Improvement (# 0B1625)
This project will replace surface water discharge pumps at Hicks Lake in White Center to address chronic park and road flooding.  It is being funded in partnership with DNRP Parks Division and will be completed in 2004. 
· $45,000 - RDP Habitat Feasibility (#0D1797)
This program is used to provide initial project development and analysis for habitat restoration projects in the RDP service area.  The Executive is requesting additional funding in 2004 to collect information for use in 2005 for the development of the 2006 capital project budget.  
· $6,631 - Shinglemill Phase II (#0E1795) 

This project restored an upstream portion of Vashon Island's Shinglemill Creek in order to mitigate damage caused by a large washout downstream.  Approval of this budget request will result in project completion.
· $40,264 - Urban SHRP (#0F1095)
This program constructs small habitat restoration projects in the SWM (as opposed to the RDP) service area.  The increased budget will be used to design and construct up to 16 projects in addition to those currently funded.  
· $3,015 - Lake Peterson Creek Habitat (#0F1135)
This project, completed in 2003, installed large woody debris to restore and enhance salmonid habitat in a reach of lower Peterson Creek. These funds will provide for the completion of the project.

· $51,000 - Tuck Creek Phase II  (#0F1795)
This project prevented significant flooding to adjacent farm land by constructing a new stream channel.  The project successfully eliminated the flooding, but the new channel is more vulnerable to temperature fluctuations, causing salmon to leave the creek.   
· ($50,000) - Patterson Creek Trib 383 (#0A1061)
This habitat restoration project will be completed this year requiring $50,000 less budget authority than the amount currently approved.
· ($15,000) - Torrence Property (#0A1476) 

This project provided minor security improvements for an agricultural property acquired by the division.  A portion of the improvements, perimeter fencing, is no longer required.  The project is now complete.
· ($30,378) - RDP ESA Grant Match  (#0A1800)
This project disappropriation authority was supported by external grants and local matching funds for salmon recovery.  Revised projections indicate that the project has been over budgeted for 2004.

· ($20,567) - Drainage Rural Retrofit –(#0A1808)
This program retrofits existing storm water facilities such as retention/detention ponds or bioswales to provide increased water quality benefits.  The program is shifting staff resources in 2004 to focus on the SWM (as opposed to RDP) service area.
· ($51,703) - Watershed Habitat Project  (#0A1821)
This program is used to provide initial project development and analysis for habitat restoration projects in the SWM service area.  The program requires less funding in 2004 than was initially budgeted.

· ($18,788) - Monitoring & Maintenance Master (#0A1825) 

This project is used to fund post-construction monitoring and minor project maintenance in compliance with construction permit requirements. The project has historically held funds for needs identified in out years, but will be budgeted on an annual basis from now on.
· ($52,508) - RDP LMO Cost Share (#0C1795)
This program provides cost-share grants to livestock owners to construct best management practices (fencing, manure storage, etc.) in compliance with the livestock management ordinance.   A revised assessment of program demand indicates the program was over budgeted.

· ($4,367) - O'Grady Park Habitat (#0B1505)
This project was completed in 2002 and closed out. 
· ($5,280) - Wilderness Rim Improvements 2 (#0B1795)
This administrative shift consolidates funds into project 0A1827.

· ($53,779) - Holmes Point at NE 138th (#0Y1005) 
This project assessed the need for erosion and drainage projects along Holmes Point Drive in the vicinity of NE 138th. Assessment was completed and project is closed.

· $28,500 - Hamm Creek (#0E1645) 
· ($28,500) - North Fork Hamm Creek Bypass (#0D1645) 
This project will improve degraded water quality in Hamm Creek by enhancing and reconnecting a riparian wetland. Design will be completed in 2004 and construction is planned for 2005. This reallocates funds from project 0D1645, N Fork Hamm Creek Bypass. The project was completed in 2002.
· $161,335 - Urban RROE (#0A1827) 
· ($86,335) - Urban Opportunity (#0B1785)
This administrative move consolidates funds within project 0A1827. This program allows rapid, flexible response to urgent surface water problems. It can also take advantage of opportunities to leverage CIP funds by partnering with other agencies on mutually valuable small projects. The program was previously funded as two separate project numbers (0C1787 and 0B1785).  In an effort to consolidate common costs and better track program expenditures, funds are being combined under the new number (0A1827) and the old project numbers will be closed out.  This action also increased the total program budget by $75,000 to fund an additional project proposed for joint action with the City of Burien that was identified in early 2004.

· $121,876  - OIRM Finance/Tech Projects (#0T1787)
· ($121,876) - OIRM Finance/Tech Projects (#0Q1788)
This 2004 project appropriation was made to the incorrect project number.  
· $75,000  - Cedar/Lake Washington COE (#0A1826)
· ($75,000) - Sammamish Trans Restoration (#0A0977) 

This adjustment would allocate fund between projects with identical title and scope.   The purpose is to combine multiple projects and funding sources that were all budgeted for the same purpose into a single project.   

STRIKING AMENDMENT
Attachment 1 is a striking amendment to Proposed Ordinance 2004-0391 which incorporates $6.9 million in additional expenditure authority for the acquisition of development rights on the Snoqualmie Forest. This addition brings the total supplemental appropriation of the proposed ordinance to $11.2 million. Below is a summary of the proposal:
· $6,918,999 Forestry and Nearshore Initiative (#352338)
In December 2003, the Council approved a $26.6 million appropriation for the purchase of the Juanita Woodlands open space and to support the Forestry and Nearshore Initiative (Ordinance 14718).  The Forestry and Nearshore Initiative is intended to preserve open space, working forests and undeveloped shoreline in King County.  This initiative has as its goals:
· Contain urban sprawl and suburban development;

· Provide sustainable forest management that conserves the environment and retains the local timber industry;

· Protect the health of the near shore environment on Vashon and Maury Islands; and,

· Further the conservation and open space efforts of King County and local communities.

On September 2nd, the county announced it had reached an agreement to purchase the development rights on 90,000 acres of the Snoqualmie Forest, a major component of the Forestry and Nearshore Initiative, from Hancock Timber Resource Group for $22 million. Ordinance 14718 approved $15.6 million toward the purchase. This supplemental request would authorize an additional $6.9 million to complete the necessary funding.  
The purchase of the Snoqualmie Tree Farm will initially be funded by the proceeds of Bond Anticipation Notes (BANs) until bonds are issued to provide the permanent financing in 2006.  The BANs will be sold in mid-October (tentatively October 18th).  On September 7th, the Council approved an ordinance (Ordinance 14991) authorizing the issuance of up to $30 million of LTGO (Limited Tax General Obligation) bonds and/or BANs for the Juanita Woodlands and the Forestry and Nearshore Initiative.  
Debt service on the bonds will be paid by Conservation Futures Tax (CFT) revenues.
Assuming 20-year bonds at a 5.25 interest rate, debt service on the bonds would total $323,445 in 2006 and $1.96 million in 2007 and beyond. The Executive proposes to delay the issuance of bonds until 2006 to coincide with the final redemption of 1985 bonds in 2005 when the last debt service payment of $1.1 million will be made. Table 1 below outlines the impact to the CFT fund in terms of debt service and the dollars available for annual programming. In 2007, debt service will consume approximately 50 percent of annual revenues.

Table 1: Forestry and Nearshore  – Impact on CFT Fund

	
	2005
	2006
	2007

	Total Estimated CFT Revenues 
	$14,063,991
	$14,359,335
	$14,660,881

	Estimated Debt Service 
	5,592,731
	4,560,529
	5,336,159

	Debt Service on Snoqualmie Forest
	0
	323,445
	1,966,855

	Total Dollars Available for Programming 
	$8,471,260
	$9,475,361
	$7,357,867


ATTACHMENTS

1. Striking Amendment (S1) to Proposed Ordinance 2004-0391 
2. Title Amendment (T1) to Proposed Ordinance 2004-0391
3. Proposed Ordinance 2004-0391 with Attachments

4. Executive’s Transmittal Letter dated August 11, 2004
5. Executive’s letter requesting funding for Snoqualmie Forest dated September 9, 2004

6. Fiscal Note for Snoqualmie Forest acquisition of development rights

7. Attachment 1 to Proposed Ordinance 2004-0391 revised 09-22-04
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Sid Bender, Budget Analyst, 

Steve Call, Director, Office of Management and Budget
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