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SUBJECT

Proposed Ordinance 2008-0548 would authorize the Executive to enter into an interlocal cooperation agreement with the state Department of Printing for printing goods and services.  The legislation would also recognize the Facilities Management Division (FMD) print shop as the exclusive provider of printing goods and services to county agencies and the state Department of Printing as a preferred provider in accordance with the terms of the agreement.

SUMMARY

The county’s printing and graphic arts operations operated at a loss, accumulating a negative fund balance of close to $3 million.  Council has scrutinized this function and included a budget proviso in the 2009 budget that restricted half the copy center budget pending Council approval of the interlocal agreement with the state or alternate legislation setting forth a business plan for the copy center.  The interlocal agreement would provide a partnership opportunity that names the state a preferred back-up vendor for county agencies and allow the county to utilize the state’s online ordering system.  FMD has indicated that the copy center is close to being self-supporting in 2009.  Council staff is continuing its analysis of this issue.
BACKGROUND
For a number of years, Council has monitored the viability of the county’s in-house printing, copying, and graphic arts operations.  Through 2007, the printing and graphic arts fund had accumulated a negative fund balance of close to $3 million.  In response to the prolonged decline in the Printing and Graphic Arts Fund, Council included provisos in the 2006 and 2007 adopted budgets requiring reviews of the printing and graphics operations.  In December 2007, Council passed Motion 12659, acknowledging receipt of a transition plan for the printing and graphic arts operations.
The transition plan called for downsizing of the printing and graphic arts operations, which operated primarily out of the Graybar Building in Pioneer Square with a copy center in the King Street Center, and transferring responsibility for the operations to FMD.  The transition plan called for vacating the Graybar Building and operating two copy centers located at King Street Center and the Chinook Building.  The King Street Center site was also proposed to retain some printing capability.  The transition plan called for five full-time equivalent positions (FTE) to staff the copy centers.  Three graphics staff were transferred to the Department of Transportation; the transfer of the three graphics staff was included in the 2008 Adopted Budget.  As part of the Executive’s plan, copy center costs in 2008 were to be charged to agencies based on FTEs (regardless of their actual copy center usage) to achieve full cost recovery.  

Council provided funding in the 2008 Adopted Budget (Ordinance 15975) to support downsized printing and copy center operations as proposed in the transition plan.  Council also provided $94,000 in the third quarter capital omnibus (Ordinance 15964) to support the hiring of a transition manager and build-out of the Chinook Building copy center as part of the transition plan.  
ANALYSIS
Status of Transition Plan Implementation

The transition plan the Council funded in the 2008 budget has not been fully executed, as FMD identified significant barriers to implementation.  Most notably, FMD determined that the 2007 transition plan’s assumptions about operating copy centers at King Street Center and the Chinook Building were problematic, as these facilities were not able to accommodate the range of equipment planned.  As a result, instead of vacating the Graybar Building, FMD has actually consolidated operations at Graybar.  
The transition manager indicated that current production volumes do not justify a satellite copy center.  Closure of the King Street Center copy center should have limited impact on those customers, as the Graybar Building is located just one block away.  The Graybar Building lease expires in June 2009.  
Currently, the FMD copy center is staffed as shown in Table 1 below.

	Table 1

Staffing for King County Copy Center

	Position
	Type
	Union

	Press Operator/Lead
	Permanent
	767M

	Press Operator
	Permanent
	767M

	Bindery 
	Permanent
	767M

	Digital Operator/Lead
	Permanent
	767M

	Digital Operator
	Permanent
	767M

	Pre-Press Graphics Production Support
	Term-Limited Temporary
	767M

	Brokerage/Customer Support
	Term-Limited Temporary
	None

	Acct Payable/Acct Receivable
	Short-term Temporary
	None


The current staffing reflects the effort to significantly downsize the operations.  Prior to 2008, the printing and graphics function was staffed by 16 full-time equivalent positions. 

Interlocal Agreement
Proposed Ordinance 2008-0548, which would authorize the Executive to enter into an interlocal agreement with the state Department of Printing, was transmitted on October 7, 2008.  Rather than deliberate on the interlocal agreement concurrent to the budget adoption process, the Council restricted approximately half of the copy center’s 2009 budget until the Council has adopted the interlocal agreement or an alternate business plan for the copy center.  

The proviso states:
Of this appropriation, $750,000 shall not be expended or encumbered until the council has approved by ordinance the proposed Interlocal agreement between the state of Washington state Department of Printing and King County, relating to the provision of printing goods and services, transmitted to the council on October 7, 2008, or until the council has adopted other legislation setting forth an alternate business plan for the copy centers.  (Ordinance 16312, Section 114)
The interlocal agreement proposes that the state Department of Printing serve as a preferred back-up vendor for county agencies (e.g., when the county’s print shop could not fulfill an order).  Similarly, the county would be able to provide print services to state agencies in the local area on an as needed basis.  This would potentially allow both agencies to increase or smooth out their overall production volumes.  
Specifically, the state printer would:
· Develop an online ordering system for use by county agencies

· Provide pre-production graphic services when requested for orders placed with the county’s print shop (subject to available capacity)

· Serve as a broker for county orders that cannot be filled by the county print shop or the state printer, by placing those orders with qualified outside vendors
· At no cost, provide training on use of the online ordering system and advisory services on achieving the most cost effective and environmentally sustainable approach for print products
· Provide, at cost, printing materials and supplies to FMD – allowing the county to obtain materials and supplies at the lower costs available to the state because of its high volume of purchasing

FMD would provide printing goods and services as a convenience to state agencies located in the Seattle-King County area on an as-needed basis.  FMD would also refer to the state printer any orders that the county print shop could not fulfill.  
To the extent feasible, FMD would also agree to adopt the state’s pricing for county customers, as well as for the state agencies it may serve.  The purpose would be to make pricing consistent regardless of which party actually fulfills the print order.  The state’s policy is to price goods and services in the mid-range of prices offered in the private market.  If this were to change, the county would likely be expected to continue using the state’s pricing.  
Council staff asked about the risks associated with the state printer closing down in the event the county moved forward with the interlocal agreement.  FMD believes that the primary risk would be losing access to the state’s online ordering system.  If the state had to terminate the agreement at some point, FMD would consider securing a contract with a private print shop to provide back-up print/copy services. 

Note that the agreement would be in effect through August 31, 2011 and may be extended for two additional 12-month periods.  The County Executive or the Executive’s designee would be authorized to execute extensions to the agreement.  Either party would have the right to terminate the agreement at any time, with or without cause, with 30 days’ written notice.

Financial Viability of Copy Center
Past discussions on in-house printing and copying have centered on closing down the printing and graphics function, which has historically operated at a loss.  This was the rationale for including a budget proviso in the FMD budget that restricted spending half of the copy center’s budget until Council had acted on this interlocal agreement or approved other legislation setting forth a business model for the copy center.  Through 2007, the printing and graphic arts fund (Fund 5600) had accumulated a negative fund balance close to $3 million, which was supported by an interfund loan that is now being repaid by county agencies based on their printing expenditures for 2004 through 2007.

As noted previously, the function has been downsized from 16 staff to five permanent employees and three temporary employees and the FMD budget for 2009 includes $1.49 million to operate the copy center.  FMD projected revenue of $1.66 million for 2009, which would cover the copy center’s operating costs and FMD management overhead.
FMD reported January 2009 revenues of $116,731.  Annualized, this would be approximately $1.40 million.  FMD indicated that production levels were higher in February, although revenue data were not yet available.  The copy center would need to average approximately $133,000 per month to be fully self supporting.
Council staff expects to receive a detailed operational review prepared by FMD once it has been approved by the Office of Management and Budget.  

REASONABLENESS
Council staff analysis is ongoing at this time.
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