[image: KClogo_v_b_m2]

Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	7
	Name:
	Rachelle Celebrezze

	Proposed No.:
	2015-0233
	Date:
	June 24, 2015




SUBJECT

The proposed ordinance would authorize two supplemental appropriations for the Puget Sound Emergency Radio Network (PSERN) project—one supplemental appropriation in the amount of $29,152,237 to the PSERN Levy Fund and  one supplemental appropriation in the amount of $54,998,975 to the PSERN Capital Fund.[footnoteRef:1] [1:  Both the Puget Sound Emergency Radio Network Levy Fund and the Puget Sound Emergency Radio Network Capital Fund were established by Ordinance 18067, which was approved by the Council on June 22, 2015.] 


SUMMARY

Proposed Ordinance 2015-0233 would appropriate a total of $84,151,212 to King County Information Technology (KCIT) for the Puget Sound Emergency Radio Network project.  The proposed ordinance makes two supplemental appropriations: one appropriation in the amount of $29,152,237 and 4.0 FTEs to the Puget Sound Emergency Radio Network Levy Fund and one appropriation in the amount of $54,998,975 to the Puget Sound Emergency Radio Network Capital Fund.

In May 2015, the joint advisory group selected the PSERN project for Mandatory Phased Appropriations under KCC 4A.133.  Executive staff report that the supplemental appropriation requests in this proposed ordinance comply with the applicable Mandatory Phased Appropriations statutes and would provide funding for PSERN through Phase II of the project—design and acquisition.

Executive staff report that the supplemental appropriations are necessary before the County can give the PSERN system vendor (Motorola) notice to proceed with work on the PSERN project.


BACKGROUND 

On March 2, 2015, Council approved Ordinance 17993, authorizing a ballot measure for the capital, transition, and financing costs for PSERN to be funded through a nine-year property tax levy at a rate of not more than $.07 per one thousand dollars of assessed valuation.  Voters approved that ballot measure—which is expected to generate $273 million in revenues over the life of the levy—on April 28, 2015.

PSERN will replace and upgrade King County's nearly 20-year old emergency radio communications system, which is used to dispatch responders to incidents and allow responders to communicate with each other at those incidents.  Countywide, the current system consists of 26 transmitter sites and multiple interconnecting microwave and fiber systems, and it supports over 100 agencies and approximately 16,000 radio users, each with a portable radio handset and/or installed mobile radio in a vehicle.  The current system is owned in equal shares by King County, the City of Seattle, Valley Communications Center (ValleyCom), and the East Side Public Safety Communications Agency (ESPCA). 

Once completed, PSERN will replace the current countywide emergency radio network.  PSERN will improve and upgrade the countywide emergency radio network by providing increased system reliability, increasing coverage capacity from 94 percent coverage to 97 percent coverage and providing better security on the network.

In May 2015, the joint advisory group selected the PSERN project for Mandatory Phased Appropriations under KCC 4A.133.  As a result, appropriations for the PSERN project are required to be structured by phase.  The four phases of Mandatory Phased Appropriations are as follows:  Phase I—preliminary design, Phase II—design and acquisition, Phase III—implementation and Phase IV—closeout.  KCC 4A.133.030 outlines the supplemental documentation that is required to be submitted with an appropriation request for each of the four phases.

Ordinance 18067, which was approved by the Council on June 22, 2015, established two new funds related to the PSERN levy: the Puget Sound Emergency Radio Network Levy Fund (Levy Fund), into which all PSERN levy collections will be deposited, and the Puget Sound Emergency Radio Network Capital Fund (Capital Fund), into which funds from the Levy Fund can be transferred, as well as funding from other sources, such as bond proceeds.

The supplemental appropriations requested under Proposed Ordinance 2015-0233 are for those two funds—the Levy Fund and the Capital Fund.

ANALYSIS

Proposed Ordinance 2015-0233 would make a net supplemental appropriation of approximately $84 million to KCIT for the PSERN project.  Of that supplemental appropriation, approximately $29 million and 4.0 FTEs would be appropriated to the Puget Sound Emergency Radio Network Levy Fund (Levy Fund) and $55 million to the Puget Sound Emergency Radio Network Capital Fund.

According to Executive staff, the approximately $29 million appropriated to the Levy Fund represents the expected PSERN levy collections in 2016, the first year of collections.  Executive staff anticipate that the majority of those proceeds—approximately $27 million—will be transferred directly to the Capital Fund in 2016 to carry out PSERN activities.  The remaining amounts will be used to pay for election costs of $1.8 million and the fire protection reserve of $1 million, as provided in the levy ordinance (Ordinance 17993).    

The Capital Fund appropriation of $55 million includes the approximately $27 million expected to be transferred to the Capital Fund from the Levy Fund in 2016.  Executive staff note that the remaining $28 million authorized to be appropriated out of the Capital Fund will be comprised of funding from interfund loans and bond issuances.  

Executive staff report that the supplemental funding request in Proposed Ordinance 2015-0233 represents the funding necessary to carry out the PSERN project through Phase II—the design and acquisition phase.  Executive staff anticipate that the funding will be sufficient to fund the project through October 2017 and that an additional appropriation will be necessary in 2017 to move on to Phase III.[footnoteRef:2] [2:  Executive staff currently estimate that the Phase IV appropriation request will total approximately $163 million.] 


According to the fiscal note transmitted along with the proposed ordinance, the $55 million appropriated to the Capital Fund would be allocated as follows: approximately $36 million in expenditures in the 2015/2016 biennium and approximately $19 million in expenditures in the 2017/2018 biennium.  Table 1 below shows additional detail for the expected expenditures from the Capital Fund by biennium.

Table 1: Projected PSERN Capital Fund Expenditures, 2015-2018

	Category
	2015-2016
	2017-2018

	Salary & Wages
	 $          2,447,049 
	 $                     1,719,137 

	Supplies, Minor Equipment
	 $               89,450 
	 $                          38,956 

	Partners Reimbursable Cost
	 $          1,373,905 
	 $                        397,485 

	Capital Purchases and Site Construction
	 $        21,724,317 
	 $                   11,047,463 

	Leases
	 $          1,548,000 
	 $                     1,297,800 

	Intergovernmental and Other Costs
	 $          2,779,321 
	 $                     1,369,597 

	Contingency
	 $          5,992,408 
	 $                     3,174,088 

	TOTAL
	 $        35,954,450 
	 $                   19,044,526 



As noted earlier, for each phase of a project subject to Mandatory Phased Appropriations, KCC 4A.133.030 requires the Executive to submit certain supporting documentation along with the appropriation request.  For a Phase II (design and acquisition) appropriation request, the Executive is required to submit seven supporting documents, as follows: a description of alternatives considered; a summary of the results of a formal risk assessment; the project baseline, if set by the time of the appropriation request; affirmation that the implementing agency completed a cost estimate validation process; a report on the status of environmental issues; an identification of permits, acquisitions, relocations and mitigations; and an affirmation that application for external funding has begun, if applicable.  For the PSERN project, Executive staff have indicated that the project baseline is not yet complete and that external funding is not applicable to the project.  The Executive submitted all other documentation, as required by the King County Code, along with the appropriation request.

Staff have not identified any issues with the proposed ordinance.     

AMENDMENT

A line amendment has been prepared to use the proper titles for the Levy Fund and Capital Fund, as established under Ordinance 18067, which the Council adopted on June 22, 2015.

ATTACHMENTS

1. [bookmark: _GoBack]Proposed Ordinance 2015-0233 (including Attachment A, other attachments available upon request)
2. Amendment 1
3. Transmittal Letter
4. Fiscal Note-Levy Fund
5. Fiscal Note-Capital Fund

INVITED

1. Dwight Dively, Director, Office of Performance, Strategy and Budget
2. David Mendel, PSERN Project Manager, King County Information Technology
3. Diane Carlson, Director of Regional Initiatives, Executive's Office
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