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Budget and Fiscal Management Committee
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SUBJECT:  

Proposed Ordinance 2011-0285 would make net supplemental appropriations of $6,473,896 million to several General Fund agencies, $6,323,896 million to several non-General Fund agencies, and $100,000 to one biennial agency for the 2010/2011 biennium.  

BACKGROUND:

For 2011, several additional revenue sources have been identified that enable the County to fund new requests:

· Changes in pension costs as directed by the State Legislature - $1.8 million in General Fund savings for 2011
· Underexpenditures in the General Fund in 2010 due to a hiring freeze - $14.8 million
· Higher than anticipated revenues to the General Fund in 2010 - $0.4 million

ANALYSIS:

This supplemental appropriation ordinance focuses on requests for funding to support investments that will yield efficiencies in the long-term. Table 1 below summarizes the supplemental requests.

Table 1.  Executive Proposed Investments
	Appropriation Unit
	Request
	Amount

	Sheriff
	Violence management training for deputies to reduce risk of claims
	$150,000

	General Capital Improvement Program (CIP) GF Transfers
	Transfer General Fund dollars to support specific General CIP projects (below)
	$6,223,896

	General CIP
	Space Plan Implementation
	$2,363,938

	General CIP
	Prosecutor PROMIS System Replacement Project
	$1,500,000

	General CIP
	Department of Judicial Administration Electronic Court Records Replacement Project
	$1,700,000

	General CIP
	Mainframe Retirement Project
	$659,958

	Physical Environment GF Transfers
	Transfer General Fund dollars to support subsidy of five electric cars
	$100,000

	Motor Pool Equipment Repair & Replacement
	Provide subsidy to purchase five electric cars in the motor pool 
	$100,000

	
	Total
	$12,797,792



All of these requests are proposed to be funded by the General Fund, though the General Fund would receive some reimbursement from other funds for the space plan implementation in a later appropriation ordinance. Also note that the Executive’s proposal specifically ties the funding for the PROMIS project to the $1.5 million Criminal Justice Reserve that the Council established in the General Fund financial plan during the 2011 budget process. The staff report will summarize each of these requests.

GENERAL FUND                                                                                             $6,473,896 

Sheriff - $150,000
The Sheriff’s Office requests $150,000 to provide violence management training for deputies. Baseline training in defensive tactics, communication skills and procedural justice has been identified as a priority by the Sheriff, Chief Deputy and command staff to reduce the risk of injury and claims. In 2011, the Sheriff will begin training with first-line supervisors and Sergeants to create buy-in and ensure the training is consistent. Each sworn member would receive eight hours of training annually. A request for overtime training ($282,000) has been included in the 2012 Sheriff’s budget request, though the Executive’s proposed budget may or may not include this funding. 

Staff has not identified any follow-up issues here, but would note that this represents a policy choice by the Sheriff to prioritize training over other potential needs.

Physical Environment General Fund Transfer - $100,000
This request would provide a subsidy of $20,000 each for five electric vehicles. This is discussed in detail in the discussion of the corresponding Motor Pool Equipment Repair and Replacement request.

Capital Improvement Program General Fund Transfer - $6,223,896
Each of the projects supported by the $6,223,896 in General Fund dollars will be discussed in the Non-General Fund section of the staff report. Note that the Prosecuting Attorney’s PROMIS project would utilize the $1.5 million Criminal Justice Reserve that the Council set aside in the General Fund Financial Plan in its 2011 Adopted Budget. The remainder of the funding would come from fund balance.

NON-GENERAL FUND                                                                               $6,223,896 

The $6.2 million request is supported by the General Fund and would fund three technology projects, as well as implementation of the County space plan. 

Project 377228, PROMIS Replacement Project - $1,500,000
This ordinance proposes to invest $1.5 million to replace the Prosecutor Management Information System (PROMIS) case management system used by the Prosecuting Attorney’s Office (PAO). The proposed option selected for the system’s replacement is to use a customized off-the-shelf system. Implementation would take place during May through October 2012.

PROMIS is a 25-year-old mainframe application that was originally provided by a now-defunct vendor and is now entirely dependent on internal Office of Information Resource Management (OIRM) resources. This system is the PAO’s primary case management system for criminal filings allowing for the assignment and tracking of cases and associated information. For the last several years, the prosecutor has been investigating options for a replacement system to improve efficiency and to allow for the interdependent PROMIS, Subject-In-Progress (SIP), and SeaKing  Alert programs (these are the primary jail information systems) to move off of the county’s mainframe computer. Moreover, the other older King County programs that exchange data with PROMIS are difficult to update or replace because of their dependency on PROMIS. Similarly, PROMIS is reported to be unnecessarily complex to integrate with newer programs developed with modern programming and data standards.

According to planning documents, management of individual cases and office wide resources can be accomplished with the existing system, but the system cannot provide sophisticated data and statistical analysis to support management and policy decision-making. A replacement program would offer direct access to decision makers about the cases they are managing. The PAO’s Project Business Case recommended that the county obtain an off-the-shelf system to be customized for use by the PAO. The business case has been reviewed and approved by OIRM and the Project Review Board. 

Note that while this appropriation requests $1.5 million for 2011, the business case identifies a total project cost of $2.9 million, including a 5 percent contingency, with estimated benefits of $2.6 million after implementation. Staff focused its analysis on several areas: 1) the project contingency, 2) the milestones anticipated for this appropriation amount, and 3) the justification for approving this project now rather than in the 2012 budget process.

Project Contingency
This project includes a 5 percent contingency, which is significantly lower than for most large projects. The PROMIS project has already completed the first two of five phases of the project review process. As a consequence, Executive staff reports that they have a full understanding of the scope, costs, and efforts required to perform this proposed project, and the Executive is comfortable with a limited contingency amount for this project. Note that in the event the project costs escalate beyond the contingency, the Executive would need to request additional appropriation authority to complete the project.

Project Milestones to be Achieved With the Initial $1.5 Million in Funding
As noted earlier, the business case for the project indicated a total cost of $2.9 million. According to Executive staff, the initial $1.5 million requested in this ordinance would fund the replacement of the PROMIS system, while a subsequent appropriation of $500,000 to $900,000 will be requested to fund enhancements to the system for a total cost of $2.0 to $2.4 million. The first phase is expected to begin with a RFP that would be released as soon as possible following Council approval of the $1.5 million appropriation. Vendors of commercial-off-the-shelf solutions will be given several weeks to develop and submit proposals. Vendor selection and contract execution would take approximately six months and project completion is expected to occur in late 2012. 

The second phase enhancements would primarily improve the PAO’s ability to share information electronically with law enforcement, the courts, and the public defense agencies, such as providing an opportunity for police to submit case data and supporting documents in an electronic format. This second phase is anticipated to take place in 2013. During the last meeting, Councilmembers asked if funding the first $1.5 million would commit the County to the second phase of funding. Based on this approach, approving the $1.5 million does not necessarily commit the County to funding the second phase – however, the goal of the project is to achieve greater functionality than currently exists and this could not be achieved without the additional $500,000 to $900,000.

Rationale for Proposing Funding Now Rather Than During the Budget Process
Council staff asked the Executive why the PROMIS project was selected for funding now, rather than awaiting the 2012 budget process. The Executive replied that three criteria were used to choose among information technology projects considered for funding through this supplemental appropriation:

1. Is the project ready to proceed?  The Executive selected projects that were closer to being ready to move into development were preferred.  According to the Executive, PROMIS has had extensive analysis done and were therefore highly ranked.

1. Are there significant risks to continue to use existing systems?  According to the executive, the replacement of old systems with significant risks of failure was preferred.  PROMIS is beyond their useful lives and system failures would be extremely disruptive to the criminal justice system.

1. Are there significant financial and/or operational benefits to replacing the system?  The purpose of the investment supplemental was to get started now so benefits could be achieved more quickly.  The executive informs us that PROMIS has significant long-term benefits, so starting the project approximately five months sooner allows these benefits to be realized earlier.

Project 377243, Electronic Court Records Replacement - $1,700,000
This proposed ordinance also includes $1.7 million to replace the electronic court records (ECR) system for the Department of Judicial Administration (DJA). Implementation would be complete by June 2013.

DJA maintains all King County Superior Court case files dating back to 1854. Case files are, with some exceptions, public records and available for viewing by the general public. The court receives over 7,000 daily filings for both criminal and civil cases. Prior to implementation of ECR, court records were only accessible at the clerk’s office during business hours and retrieving records could take days. Often judges had to make decisions without all relevant information in hand. In addition, the department has a repository of over 16.5 million images that serve as the county’s official court records.

Following a 1998 statutory change allowing electronic documents to serve as the official case record, DJA began a phased implementation of ECR. As a result of the project’s improvements and operational efficiencies, DJA reports over $6 million in savings and allowed for the reduction of 20.0 FTEs.  

This system is now 11 years old and is reported to have reached the end of its useful life.  The DJA and courts have already experienced “outages” where court documents were not available because of system problems. Performance, Strategy and Budget (PSB) staff indicated that each outage costs about $50,000 to address. Consequences of these failures also affect other criminal justice system agencies and the public, for example, failure could result in inappropriately postponing court hearings or extending incarceration for defendants. 

In completing its planning for the system replacement, the department has completed a Project Business Case that has been reviewed and approved by the OIRM and the Project Review Board.  The business case recommends an overall approach of hiring a vendor to either develop a new custom program for managing court documents or to procure an off-the-shelf system and modify it to fit county needs.  Under either option, the county would adopt an off-the-shelf system to manage its existing document repository. 

Note that while this ordinance requests $1.7 million, the business case and cost benefit analysis show that the project costs are estimated to be about $3.9 million with benefits of $675,000 after implementation.[footnoteRef:1] Staff focused its analysis on what project milestones would be supported by the initial $1.7 million and what would be supported by the remaining $2.2 million, as well as the justification for moving forward with the project now rather than during the 2012 budget process. [1:  This estimate of benefits does not include cost savings already achieved from implementing electronic court records. DJA and Superior Court indicate that not replacing the system at some point could risk a return to use of paper records, which would yield higher operational costs that are not captured in the benefits calculation.] 


Project Milestones to be Achieved With the Initial $1.7 Million in Funding
DJA indicated that the total project budget of $3.9 million allocates 25 percent to design, 25 percent to development and 50 percent for deployment. Based on this allocation, the first funding installment would fund the design and most of the development costs, but would not support the deployment of the new system. The County likely would need to approve the second phase of funding in order to achieve any benefit from the project. The full replacement is expected to take between 18 and 24 months.

Rationale for Proposing Funding Now Rather Than During the Budget Process
DJA indicates that this project addresses risk that would otherwise increase with time. Specifically, a failure of the ECR repository “could be catastrophic” and “take weeks, months or longer to fully retrieve all documents retained” in the system. This could lead to cases being continued, police being unable to verify the existence of court orders that they need to enforce, and attorneys may not be able to access records they need to work on their cases.

Furthermore, Executive staff indicated that the ECR project also met the three criteria discussed earlier in the PROMIS discussion, including being ready to proceed, having risks associated with continuing to use the existing systems, and the potential for significant financial and/or operational benefits from replacing the system.

Project 378305, Mainframe Replacement - $659,958
Thirty-six software applications remain on the County mainframe including applications critical to county operations such as the core business systems of Department of Adult and Juvenile Detention. The applications that remain on the mainframe are constrained by the limitations of mainframe technology, which is now obsolete, and the functionality that was available when their applications were first developed 20 or 30 years ago. Modifying or upgrading applications to respond to business needs is very difficult in the mainframe environment. Integrating across applications, as is the business need in criminal justice, is cost prohibitive in the mainframe environment. 

In addition to the limited functionality, the mainframe is expensive to operate, about $3.3 million annually. There is also a limited workforce with the knowledge to maintain the mainframe since the skills and programming needed to maintain it are no longer taught and the County’s existing mainframe staff are all nearing retirement age. 

Migrating the 36 applications off the mainframe will allow those applications to move to a modern computing environment and use mainstream computing applications to respond to business needs. There will be many benefits to county business operations that rely on the applications currently on the mainframe. For these reasons, many governments and large corporations across the country that still have mainframes are actively retiring their mainframes. 

Although there will be many benefits, the migration of applications off the mainframe will be expensive. The current estimate is $14,394,052 including a 20 percent contingency. The supplemental request for $649,000 is for the initial planning costs. 

Staff focused on three areas of inquiry: 1) Understanding the cost components of this project and why it is so expensive; 2) the necessity of funding this project now instead of during the 2012 budget, and 3) the potential cost savings from this project.

Project Costs and Deliverables for 2011 and Beyond
The supplemental for $649,000 will fund the extensive planning and analysis needed to prepare to retire the mainframe. For the remainder of 2011, there will be six staff including a project manager. These staff will perform a detailed assessment of each of the 36 applications that will be transferred off the mainframe. Staff will also develop a request for proposals (RFP) for a vendor-based solution to transfer all of the applications on the mainframe to a new server environment. This planning work will be completed and the RFP will be issued in December 2011 with final vendor selection by April 2012.

The total project cost is estimated at $14,394,052 including a 20 percent contingency. Because the initial funding requested by this ordinance would support only planning, the County would not be committed to any further project funding by granting the appropriation. The $14.3 million amount is a rough estimate and will be finalized after vendor selection in April 2012. These types of mainframe retirement projects are costly because of the number of applications that need to be transferred off the mainframe and the multitude of tasks associated with the conversion process. Each application has to be converted to code for the new mainstream server environment, and the new server environment must also be built out. Then each application will be thoroughly tested and staff will be trained in the new server environment. The project anticipates completion and retirement of the mainframe in December 2013.

Potential Cost Savings from this Project
Operating the mainframe currently costs about $3.3 million. Of the $3.3 million, about $1.3 million is from labor costs. Under the project schedule, the mainframe will remain in operation until the end of 2013. Beginning in 2014, the Executive indicates that the county will no longer have to pay to maintain the mainframe, estimated to cost $3.7 million by 2014, and instead will pay $645,661 to operate the new server environment. This would be a cost savings of almost $3 million a year, including $1 million in reduced labor costs.

Of the total $3 million in savings, $831,537 in savings is from eliminating the mainframe’s share of the data center operations. However, the data center charges are a fixed cost that the County would still need to pay unless the space can be rented to outside entities. As such, Council staff conclude a more conservative estimate of savings would exclude those savings from data center charges. This would bring the annual cost savings estimate to about $2.1 million. 

Rationale for Proposing Funding Now Rather Than During the Budget Process
The Executive has recommended this project for funding now to more quickly realize the cost savings of no longer operating the mainframe. If consideration of this project were delayed until the 2012 budget process, the project implementation would be delayed by five months and the effective retirement date of the mainframe would be delayed to mid-2014. These additional five months of operation would cost approximately $1.5 million. In addition, the Executive requests project approval now rather than during the budget so that the County can take advantage of the many functional benefits and reduced risk from a new server environment as soon as possible. For example, once the applications are off the mainframe, changes and modifications to those applications to meet business and reporting needs will be able to made much more easily.

Financing
This project will be debt financed. PSB estimates that the General Fund is expected to pay 50 percent of the debt charges. However, this is a preliminary estimate that assumes that those applications such as countywide financial applications that will have already left the Mainframe will pay some share of the costs to retire it. This is an issue that the Council should expect to review during annual budget processes in the future when technology rates that will be used to pay the debt service on this project are adopted.

Project 395158 Space Plan Implementation - $2,363,938
The proposed ordinance includes $2,363,938 to implement the near term space consolidation moves that are proposed in volume 2 of the recently transmitted Real Property Asset Management Plan (PO 2011-0235), which is an updated version of the King County space plan.  This plan shows that King County has an excess of office space that is scattered in small pockets across many buildings.  

The asset management plan proposes to consolidate this office spacein a manner similar to that undertaken by the Council in the 2011 budget.  In addition to consolidation and space utilization initiatives, the plan proposes to mothball sections of the Blackriver and Yesler buildings.  The plan will make a number of moves into the Chinook Building, vacate floors in the Blackriver and Yesler buildings, and will better utilize space in the Chinook and Administration Buildings.  The plan also proposes more efficient use of work spaces and the use of more current business operations – such as hot desking and telecommuting.  

The proposed moves are to begin this year and to continue through the first half of 2012.  Attachment 4, Short-Term Moves Summary, shows the proposed moves, the estimated costs for moves and tenant improvements, and the timelines for completion of the move and tenant improvements.  

It is anticipated that the proposed moves will generate both agency/department savings and countywide savings. The moves are estimated to generate operational and maintenance (O & M) savings of $626,573 beginning in 2012.  Savings for county agency tenants is estimated to be approximately $2 million over the next three years.  The O & M costs are normally charged to user agencies by the Facilities Management Division on a square footage basis; consequently, these charges should be reduced for agencies and for the FMD budget.  Further, certain countywide savings will be gained by the reduction in leased costs, maintenance costs for mothballed sections of facilities, and overall major maintenance support.  The possible sale of the vacated or mothballed buildings has not been assumed in the Executive's fiscal note.  

As proposed, the General Fund will transfer funding for the moves to the Building Repair and Replacement Fund.  Non- General Fund benefitting agencies (DDES, Veterans Levy, and OIRM) will reimburse the General Fund when the costs are incurred and finalized.  It is estimated that those funds will reimburse the General Fund approximately $561,000 upon completion of the moves.

It should also be noted that these proposed consolidations do not include the Sheriff's East Precinct move or the upcoming Aukeen Court changes.  These changes are included in separate legislative packages.

Amendment
The proposed $2.4 million to implement the near term moves is discussed in Volume 2 of the Asset Management Plan, which has not yet been heard in committee.  An amendment has been prepared that would restrict a portion of the expenditure authority until the Council has approved the Asset Management Plan.  This amendment would authorize $1,000,000 to be expended for planned moves through October, with the remaining $1.4 million becoming available for expenditure upon approval of the Plan.

BIENNIAL AGENCIES – Motor Pool Equipment Repair & Replacement		$100,000

The Executive requests $100,000 to assist with the initial capital cost of five electric vehicles for the County’s fleet. Three vehicles would be assigned to specific General Fund agencies[footnoteRef:2] and two would be for dispatch cars used by General Fund and non-General Fund agencies on a daily rental basis. The $20,000 per vehicle cost represents the extra cost of replacing retired vehicles with electric vehicles rather than gas vehicles.  [2:  The criteria for individual agencies to receive the $20,000 subsidy include being a General Fund agency; having a passenger car due for replacement in 2011 or 2012; averaging at least 400 miles per month of driving; having a business need for the vehicle that is appropriate for using an electric vehicle (i.e., average number of passengers and average length of trips).] 


The Executive's proposal would use $100,000 of General Fund dollars to encourage purchases of electric vehicles. The money would essentially be a grant to help support the purchase of two electric vehicles by the Motor Pool ER&R Fund for use by all County agencies and three vehicles that would be assigned to specific General Fund agencies.  Because agencies replacing assigned vehicles must cover the full cost up-front, the $20,000 cost differential between an electric and gas vehicle is a barrier.

The Executive estimates that the purchase of electric vehicles would be cost neutral compared to standard county gas vehicles. Note, however, that because electric vehicles are new, assumptions were made regarding the salvage value at 100,000 miles, maintenance costs and repair costs that could affect the ultimate life cycle cost of the electric vehicle compared to gas and hybrid vehicles.

During the last hearing, the Committee asked staff for information regarding the length of time for cost recovery on electric vehicles and why the salvage mileage is based on 100,000 miles. Although length of time would vary with individual use, the county's model assumes that vehicles drive more than 7,000 miles per year, which results in a car life of 14 years or less. The 100,000-mile salvage figure is based on the county's lifecycle cost model that has been reviewed by various auditors. The model uses cost data (e.g., maintenance and repair costs) and salvage value to identify the most cost effective time to replace a vehicle. Due to the availability of longer warranties, in 2009, the county increased the salvage life of 2007 or later model year vehicles from 85,000 to 100,000 miles. That reduces the annual rental rates for agencies and was estimated to save the county $3,500 in lifecycle costs per vehicle. 

Policy Question of Using General Fund to Encourage Electric Vehicle Purchases
The first issue is whether the Council wishes to use $100,000 of General Fund money for this proposed purpose. As noted earlier, the Executive expects use of electric vehicles to be cost-neutral compared to a gas vehicle, but would represent a “greening” of the fleet with environmental benefits achieved from reducing gas consumption in favor of electricity.  

Council staff considered whether alternative funding mechanisms besides $100,000 in General Fund money could achieve the same purpose. Executive staff indicated that the Motor Pool ER&R Fund has sufficient reserves to fund the up-front $100,000 electrical vehicle added acquisition costs.[footnoteRef:3] The motor pool would then charge higher rates to the benefitting agencies over time to recover the initial expenditure. While this would enable agencies to avoid paying the $20,000 cost difference up front, it is a lower incentive to purchase an electric vehicle as higher rates would be incurred in the subsequent years. Therefore, if the Council wishes to use $100,000 of General Fund dollars to promote green vehicle technology, the Executive's proposal appears reasonable. [3:  The Motor Pool ER&R Fund financial plan had a 2011 adopted ending undesignated fund balance of $3,024,544, with a revised 2011 fund balance of $6,200,885 and estimated 2011 fund balance of $5,998,584.  The target fund balance is $3,147,162 or $6,294,324 (assuming 10% or 20% of the replacement cost of the fleet, respectively).  The difference between adopted and revised 2011 values was due to underexpenditures in 2010 for vehicle replacement and fuel purchases.] 


Purchasing Electric Vehicles is More Cost Effective than Purchasing Hybrid Vehicles
Another issue is whether $100,000 could be used to make the county's fleet more green in other ways, such as by purchasing more hybrid vehicles. Under the Executive's lifecycle cost analysis, a hybrid vehicle is expected to have a $6,000 greater lifecycle cost compared to other vehicles; while hybrid vehicles have a lower purchase price, they are also projected to have lower salvage values and greater fuel and repair costs. Based on the Executive’s analysis, the proposal appears to be reasonable from a cost perspective.

REASONABLENESS:

Staff analysis is complete. With the amendment discussed on page 8 of the staff report, it would appear to be reasonable and prudent for the Committee to take action on this time.

INVITED:

1. Dwight Dively, Director, Office of Performance, Strategy and Budget
2. Sue Rahr, King County Sheriff
3. Dan Satterberg, King County Prosecutor
4. Leesa Manion, Chief of Staff, King County Prosecuting Attorney’s Office
5. Kathy Brown, Director, Facilities Management Division
6. Bill Kehoe, Director, Office of Information Resource Management
7. Barbara Miner, Director, Department of Judicial Administration
8. Jennifer Lindwall, Director, Department of Transportation – Fleet Division
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