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SUBJECT

A briefing on the 2008 Annual Report on the Contracting Opportunities Program.
SUMMARY

The attached report generally fulfills the reporting requirements for the Contracting Opportunities Program. The report demonstrates there was an increase in the number of contracts and dollars awarded to small contractors and suppliers in 2008.
BACKGROUND

Contracting Opportunities Program

In 2007, the Council adopted Ordinance 15703 which made amendments to K.C.C Chapter 4.19. The name of the program that encourages the county and its suppliers to use small businesses as prime contractors, subcontractors, and suppliers was changed from “Boost” to King County Contracting Opportunities Program” and the name of participating businesses from “small economically disadvantaged businesses” to small contractors and suppliers.” 

Ordinance 15703 also adopted rules to implement the King County Contracting Opportunities Program. The pilot rules for goods and services and for consulting contracts were made permanent.  Rules were applied to all construction contracts, greatly expanding the scope of the program. Previously, participation in the SCS program was voluntary.
Summary of Program Rules

The Ordinance set forth new rules to implement the King County Contracting Opportunities Program.
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 SCS firm that is within an established fair market range of the lowest non-SCS bidder.  The rules do not specify the established fair market range, but the program has typically used five percent as the fair market range and intends to do so in the future as well. The incentive is applied to all competitively bid goods and services contracts.
Consulting Contracts.  Additional points shall be available for proposals that commit to use eligible SCSs to perform work and other selection criteria that include outreach efforts.  The additional points are applied on a case by case basis based on a consistent methodology. Although the rules do not specify a percentage, staff apply a minimum of 10 percent of the total available points as an incentive. 

Public Works (Construction) Contracts.  A required minimum percentage or dollar amount of the contract to be performed by SCSs will be a factor in the selection and award of a contract. The additional points are applied on a case by case basis based on a consistent methodology.
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.  Below, are the current eligibility thresholds. Eligibility is not based on race and gender.
Heavy Construction: 

$16.75 million
Special Trades Construction 
$7.00 million

Consulting 



$2.25 million

Goods and Services

$3.50 million

Annual Report is Required

Ordinance 15703 established new, annual reporting requirements in order to improve Council oversight of the program. 
ANALYSIS

2008 Annual Report Program Results 
The 2008 report covers the period January 1, 2008 through December 31, 2008. 
During this reporting period, there was a significant increase in SCS activities.
· In 2008, King County awarded a total of $22.7 million dollars to SCS firms for goods, consulting, and construction services.  This is an increase of $18.3 million over 2007
· 136 contract awards to SCS businesses in comparison to 39 contracts in 2007.

· The number of certified SCS certified businesses increased from 609 in 2007 to 715 in 2008.

Construction Contracts

As a result of the new rules, the report shows a significant increase in the use of incentives for SCS businesses for construction in 2008. As shown below in Table 1, incentives were applied to 54 percent of construction contracts in 2008 resulting in the award of $4,764,526 in contracts for SCS businesses. This is a significant increase from 2007 when only $503,929 was awarded in contracts for SCS businesses. 
Table 1

	Construction Contracts
	2007
	2008

	Amount Awarded to SCS Firms
	$503,929 
	$4,764,526 

	Amount of Contracts with Incentives Applied
	$7,955,828 
	$46,960,971 

	Amount of Total County Contracts
	$473,714,965 
	$86,412,648 

	Percentage of Contracts with Incentives Applied 
	2%
	54%

	Number of Certified SCS Firms 
	128
	158

	Number of firms awarded contracts 
	2
	34


Consulting Contracts 

As shown below, the report shows an increase in the dollars awarded to SCS consulting firms. However, the percentage of contracts to which incentives were applied decreased slightly from 66 percent to 58 percent.
Table 2
	Consulting Contracts
	2007
	2008

	Amount Awarded to SCS Firms
	$3,185,463 
	$7,996,475 

	Amount of Contracts with Incentives Applied
	$29,973,072
	$22,001,620 

	Amount of Total County Contracts
	$45,464,315 
	$37,854,654

	Percentage of Contracts with Incentives Applied 
	66%
	58%

	Number of Certified SCS Firms 
	310
	355

	Number of firms awarded contracts 
	28
	29


Goods and Services Contract 

Goods and services make up the largest share of contracting dollars. However, collecting and reporting data on the goods and services contracts has been challenging. Council staff identified a number of questions on the methodology used to calculate the numbers provided for goods and services contracts. Specifically, council staff could not determine whether the numbers reported for goods and services represent the payments actually received or the amount of the contracts awarded in a given year. It was also not clear the amount of contracts for which the incentive was applied. These issues were not resolved as of the writing of this report. Council staff has asked executive staff to provide more information at the committee meeting on July 21, 2009 on the data available for evaluating the use of SCS businesses in goods and services contracts. 

The reporting requirements specify the Contracting Opportunities program is to report on the total amounts awarded to small contractors and suppliers for which the small contractor or supplier was not the low bidder. This requirement was established in order to quantify those cases in which the incentive truly contributed to the awarding of the contract to the SCS. This requirement also allows the county to monitor the costs associated with the incentive for goods and services contracts. There is a cost associated with the incentives for goods and services contracts because the incentive allows the county to pay up to five percent more for goods and services contracts. 
Information on those contracts that were awarded because of the five percent incentive was not provided in the report. Council staff  has  requested this data, but executive staff report it is not available. 
Minority Contracts

The Contracting Opportunities Program does not award contracts based on race or gender. However, the program does report race and gender data that is voluntarily provided by SCS businesses. 

In 2008, the Contracting Opportunities Program increased the contracts awarded to women and minorities. In 2008, of the total dollars awarded through the SCS program, $13.4 million was awarded to SCS firms owned by minorities and women. In addition to the contract amounts awarded to SCS firms certified by the Contracting Opportunities Program, the county awarded $35.59 million in contracts to small businesses—minority, woman, and disadvantaged owned that are certified by other programs. 
Table 3 
	Contracts Awarded that Included SCS Incentives or Requirements

	for the period January 1 through December 31, 2008

	Dollars Awarded to SCS Firms by Race and Gender
	Minorities (including women)
	White
	White 
	Total Dollars Awarded to SCSs

	
	
	Females
	Males
	

	Goods & Services
	$1,148,313 
	$3,962,236 
	$4,789,538 
	$9,900,087 

	Consulting
	$2,357,378 
	$3,873,690 
	$1,765,407 
	$7,996,475 

	Construction
	$1,047,461 
	$1,015,633 
	$2,701,432 
	$4,764,526 

	Totals
	$4,553,152 
	$8,851,559 
	$9,256,377 
	$22,661,088 


Size of Businesses Receiving Contracts
The intent of the Contracting Opportunities Program is to increase participation by small businesses.  In order to evaluate the size of the businesses the program was serving, the Council adopted reporting requirements on business size. The tables below show the percentage of contracts awarded in each gross receipt size category. In general, in consulting, construction, and goods and services, the majority of contracts were awarded to those businesses in the bottom half of the size categories. However, there is not a requirement for data on the dollar amount of contracts awarded by size of business. Therefore, it is not possible to know the percentage of the contract dollars awarded to the smallest firms. 
Table 4 
Percentage of Contracts Awarded by Size of Business (Gross Receipts)
	Consulting  Businesses by Size

	 

	 

	 

	 


	(Gross receipts)

					 


	$0-$250,000

	52%

				 


	$250,000-$500,000

	18%

				 


	$500,000-$1 million

	14%

				 


	Over $1 million

	16%

				 


	Construction Businesses by Size

	 

	 

	 

	 


	(Gross receipts)

					 


	$0-$500,000

	29%

				 


	$500,000-$3 million

	46%

				 


	$3 million-$8 million

	21%

				 


	Over $8 million

	4%

				 


	Goods and Services by Size

	 

	 

	 

	 


	(Gross receipts)

					 


	$0- $500,000

	42%

				 


	$500,000-$1 million

	18%

				 


	$1 million--$2 million

	21%

				 


	Over $2 million

	18%

	 

	 

	 

	 



	
	
	


ATTACHMENTS

1. Contracting Opportunities Program, Small Contractors and Suppliers 2008 Annual Report 

2. Transmittal letter dated May 8, 2009
INVITED
· Sandy Hanks, Program Manager, Business Relations and Economic Development, Office of Strategic Planning and Performance Management 
· Ray  Moser, Manager, Economic Development, Office of Business Relations and Economic Development

· George Northcroft, Manager, Business Relations and Economic Development Section, Office of Strategic Planning and Performance Management  
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