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METROPOLITAN KING COUNTY COUNCIL

GENERAL GOVERNMENT AND LABOR RELATIONS COMMITTEE 
STAFF REPORT

AGENDA ITEM:   9                                         DATE:  January 23, 2007 

PROPOSED NO:  2006-0458                            PREPARED BY:  Jennifer Giambattista 

Subject: 
A MOTION approving the rules to implement the King County Contracting Opportunities Program, formerly known as the Boost program.  The Boost program is authorized by KCC Chapter 4.19.
Summary
Proposed Motion 2006-0458 would approve the rules to administer the King County Contracting Opportunities Program (formerly known as the Boost Program) established by Ordinance 13983 in 2000.
Background

Ordinance 13983

Ordinance 13983, enacted in November 2000, established the “Boost” program to encourage the county and its contractors to use small businesses, referred to as “small economically disadvantaged businesses (SEDBs)” as prime contractors, subcontractors, and suppliers.  While the program is referred to as “Boost” in Ordinance 13983, the Executive refers to the program as the King County Contracting Opportunities Program.   The program is race and gender neutral and complies with Initiative 200. 
Ordinance 13983 established the following statutory framework for the Boost program:

· Criteria for “small economically disadvantaged business”. The criteria for a small economically disadvantaged business shall be largely based on the approach used by the federal Small Business Administration, but can be adjusted for local market conditions.  Initially, the ceiling for standard business classifications shall be fifty percent of the SBA thresholds. 

· Training Requirements for SEDBs. All participating SEDBs owners are required to complete 15 hours of business-related training annually. 

· Several Types of Incentives Can Be Used.  Incentives can be structured either through bonus points in the award of a contract, through a factor in compensation to the contractor, or thru a set-aside system under which contractors are required to achieve a specified level of participation by SEDB businesses. 

· Sanctions for Violations. The ordinance established sanctions for violating the rules of the program. 
While Ordinance 13983 does not require participating SEDBs to be located in King County, it does provide the Executive the authority to provide additional incentives to those SEDBs located in economically disadvantaged areas of King County.  Ordinance 13983 provides the Council with the authority to determine which areas are considered economically disadvantaged.  (The council has not yet established economically disadvantaged areas of the county.)
Ordinance 13983 requires the Executive to prepare and submit for Council approval rules to implement the program, including identifying the specific methods to be used in providing incentives for using SEDB.  Proposed Motion 2006-0458, if approved, would establish the rules to implement Ordinance 13983. 

Activities of the King County Contracting Opportunities Program (Boost) to Date 

Pilot Rules Established 

The program experienced a delay in implementation due to changes in staffing and was placed on hold while the efforts of a similar program by the City of Seattle were considered. 

In February 2003, the Executive established a pilot set of rules for selected goods and services and selected consulting contracts.  A voluntary program was established for selected public works contracts for which a target level of SEDB participation was stated, but not required.  Council has not approved the pilot rules. 

Results to Date 

As shown in Table 1, the program to date has been more successful in awarding SEDB contracts for consulting than for goods and services contracts.  There are several reasons for this significant difference in the outcomes.  First, for consulting contracts, SEDBs can partner with larger, prime contractors and thus participate in the contract.  Whereas, for goods and services, the county generally acquires frequently used commodities by blanket purchase orders, which is an annual purchase order.  Currently there is not a mechanism in place to encourage a large prime contractor to partner with SEDBs to supply the requested goods or services.  In addition, SEDBs may not have the capacity to serve as the single contractor for large goods and services contracts.  Finally, the incentive applies only to formally advertised procurements greater than $25,000.  However, many of the dollars spent annually for goods and services contracts are not awarded through the advertised bid process.  

While there is some data available to date, information on contracts awarded by the size and characteristic of participating businesses is not reported.
Table 1 

Results to Date 

	GOODS AND SERVICES
	2003
	2004
	2005

	Total $ All Awards 
	$231million
	$225 million
	$177 million

	Total $ All Awards w/incentives 
	$2.1 million
	$838,000
	$1.8 million

	Total SEDB Awards 
	$1.2 million
	$643,000
	$1.4 million

	Minorities
	$608,000
	$159,000
	$833,000

	Women
	$282,000
	$300,000
	$  36,000

	White Males 
	$274,000
	$184,000
	$508,000


	Consulting 
	2003

No Awards in 2003
	2004
	2005

	Total $ All Awards 
	
	$47 million
	$18.6 million

	Total $ All Awards w/incentives 
	
	$31.9 million
	$18.2 million

	Total SEDB Awards 
	
	$6.2 million
	$3.3 million

	Minorities
	
	$1.7 million
	$2.4 million

	Women
	
	$2.1 million
	$914,000

	White Males 
	
	$839,000
	$23,000


Analysis of Proposed Motion 2006-0458

The rules proposed in Motion 2006-0458 appear to be consistent with the program framework established in Ordinance 13983.  The proposed rules address the types of incentives to be used when incentives to encourage the use of SEDBs are applied to contracts.  Proposed Motion 2006-0458 includes the pilot rules already in place for good and services contracts and consulting contracts.  It would also make those rules that are currently voluntary for construction contracts now a requirement.  The key components of the rules are outlined below. 

Goods and Services Contracts (Non-Real Estate).  The county will award to the lowest responsible bidder, provided however that the contract will be awarded to the low SEDB firm that is within an established fair market range of the lowest non-SEDB bidder.  The rules do not specify the established fair market range, but has typically used 5% as the fair market range and intends to do so in the future as well.

Consulting Contracts.  Additional points shall be available for proposals that commit to use eligible SEDBS to perform work and other selection criteria that include outreach efforts.  The rules specify that up to 10 percent of the total available points can be awarded. 

Public Works (Construction) Contracts.  A required minimum percentage or dollar amount of the contract to be performed by SEDBs will be a factor in the selection and award of a contract.
Eligibility Requirements.  Eligible businesses must be at or below 50 percent of the Small Business Administration standards for size and each owner must have a personal net worth of less than $750,000.  Presently, the gross annual business revenues, averaged over three years, cannot exceed the following: 
Heavy Construction: 


$15.5 million
Special Trades Construction

$6.5 million

Consulting 



$2.25 million

Supplies and Services


$3.25 million
Violations and Sanctions.  The rules propose violations and sanctions consistent with Ordinance 13983. 
Businesses Located in Economically Distressed Areas.  The proposed rules do not address the provision in the code that allows the Executive to provide additional incentives to businesses located in economically disadvantaged areas.  There is no plan for the program to provide additional incentives for economically distressed areas.  Council has not identified such areas.  Furthermore, the program staff expressed concern that allowing for special incentives for disadvantaged programs would be difficult to implement.
Fiscal Analysis  

The fiscal note submitted by the Executives estimates there will be no fiscal cost in implementing the proposed rules.  However, staff estimates that there could be a cost to the program because the rules allow the county to pay up to 5 percent more for goods and services contracts. Based on the 2005 level of participation, that cost could be up to $70,000. 
Issues for Committee Consideration

In addition to the proposed rules, there are several other issues the committee may wish to consider in its review of proposed motion 2006-0458.
Technical Changes to Ordinance 13983.  Since the enactment of Ordinance 13983, several changes have occurred such as the program name and the names of some departments referenced in Ordinance 13983.  The committee may wish to consider amending Ordinance 13983 to reflect these changes. 
SEDBs in Economically Distressed Areas.  As discussed above, the proposed rules do not address additional incentives for economically distressed areas.  The committee may wish to consider amending Ordinance 13983 to adopt definitions for economically distressed areas and establishing additional incentives for those areas, or amending Ordinance 13983 to remove the references to economically distressed areas.  The Executive supports striking the references to economically distressed areas because it would not be feasible to implement.
Rate of SEDB Participation in Goods and Services Contracts.  As discussed earlier, the program to date has been more successful in awarding contracts to SEDBs for consulting services than for goods and services.  When compared to consulting services, the rate of SEDB participation in goods and services contracts represents a small percentage of the total amount spent each year for goods and services contracts.  The committee may wish to amend Ordinance 13983 to direct the Executive to report to Council on options for increasing SEDB participation in the area of goods and services. 

Reporting of Outcomes.  The committee may wish to consider amending Ordinance 13983 to require reporting of better data about the program in order to improve Council oversight of this program.  For example, a listing of all SEDB contracts, including the size of the contract and the amount of the award, and the size of the business, would provide useful data on the size of the businesses that are benefiting from the program and the number of contract awards made. 
The committee has a couple of options in considering action on Proposed Motion 2006-0458. 

Options for the Committee 
Option One: Approve Motion 2006-0458 as proposed by the executive.

Option Two: Amend ordinance 13983 to address some or all of the issues discussed above, including technical changes, rate of SEDB participation in goods and services contracts, reporting of outcomes, and striking references to disadvantaged areas.  The proposed rules could then be attached to the amended ordinance.


ATTENDING:  

Sandy Hanks, Program Manager, Business Development and Contract Compliance, Office of Business Relations and Economic Development
Ray Moser, Manager, Economic Development, Office of Business Relations and Economic Development
George Northcroft, Director, Office of Business Relations and Economic Development
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