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STAFF REPORT
	SUBJECT


This is a briefing on the progress toward establishing an Office of Economic and Financial Analysis.  
	BACKGROUND AND BRIEFING


Finding in 2007 Budget Ordinance
The ordinance adopting the 2007 King County budget (Ordinance 15652) includes the following finding:

  4.  Office of Economic and Financial Analysis.  A new office to ensure accountability to the public through the advancement of sound financial policies based on objective and transparent financial analysis and reporting is included in the council's budget.  The council will develop options for establishing a new process for producing official economic and revenue forecasts for King County to ensure sound fiscal practices.

The budget includes an appropriation of $200,000 and authorizes 2 full time equivalent positions for the Office of Economic and Financial Analysis (OEFA).  However, that appropriation is subject to a proviso.  The proviso reads as follows:
[P1 PROVIDED THAT:


Of this appropriation, $50,000 shall only be used by the council to develop a business plan to establish an office of economic and financial analysis and an additional $150,000 shall not be expended or encumbered until the council has reviewed and approved by motion a business plan for the office of economic and financial analysis.  The intent of creating this new office is to provide objective, transparent economic and financial analysis and reporting.  The business plan for the office should include:  (1) a vision, mission, goals and objectives; (2) options for its organizational structure including at least:  (a) an option of establishing an office that serves both the executive and legislative branches; (b) an option that establishes an office in the legislative branch; and (c) an option for contracting out office functions; (3) options and recommendations for establishing a new process for producing official economic and revenue forecasts for King County; and (4) budget and staffing levels for the office.

To satisfy the requirements of the proviso that a business plan be developed, direction was given to Council staff to start work on a request for proposals (RFP) as the first step in hiring a consultant.  Staff is in the early stages of the RFP creation process.  A draft RFP has been created; the next step will be to forward the draft to the Finance Division for the actual issuance of the RFP.  

The draft RFP describes the scope of work needed from the consultant as follows:

The scope of work will consist of the following: 

· A business plan that identifies options and makes recommendations on a possible new process for producing official economic and revenue forecasts.  The options identified should address the issues of objectivity and transparency.
· The business plan should include recommendations regarding the organization structure and requisite resources for an office of economic and financial analysis.  Recommendations should consider at least the following options: 

1) An office that serves both the Executive and Legislative branches.

2) An office that serves the Legislative branch.

3) An option for contracting out of all forecasting services.

4) An option for establishing a new process for producing official economic and revenue forecasts for King County

5) Identification of budget and staffing levels related to these options

· The business plan should also include recommendations for the vision, mission and goal statements for a new office of economic and financial analysis. 

A careful reading of both the budget proviso and the draft scope of work indicates that the Council wishes to examine options for how such an office would be organized.  Currently, economic and revenue forecasts are provided by the Executive through the Office of Management and Budget.  During discussions of the 2007 budget, members expressed their desire to have an agency that would prepare official forecasts and that would report to the Council rather than to the Executive.  There were concerns raised that this might result in a duplication of efforts or that there would be “dueling” forecasts.  The Council therefore decided to include the proviso and funding in the 2007 budget for an effort that explores options for a new process.  This new process to develop economic and revenue forecasts, presumably would give due consideration to “best practices” and would address such concerns as timeliness, consistency, accuracy and transparency.  
To address concerns expressed during the budget discussions, the consultant will be asked to make recommendations with regard to a vision and mission for a potential OEFA.  There should be a clear understanding among Council members of why such an office might be needed, what the specific duties and role of the office would be, how such an office would be organized, and what the cost of that office would likely be.  To determine cost, an analysis of potential work plans would likely be necessary to aid in determining the appropriate staffing level.

The consultant will also be asked to look at whether a new legislative agency should be created to serve just the Council or whether an agency could be created to serve both the legislative and executive branches.
Timeline

A rough timeline for this project is as follows:
March – Prepare RFP and submit to Procurement Section of the Finance Division

April – Procurement Section issues formal RFP


May – Responses due from potential consultants


June – Consultant selected, contract executed, and consultant begins work


July – August – Consultant report received and reviewed in Committee


September – Council approves business plan

Upon completion of the consultant’s report and review and approval of the report by the Council, actions could then be taken to implement the recommendations of the consultant that are approved.

Staff will update the Committee periodically as the process goes forward.

	ATTACHMENTS


None
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