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Metropolitan King County Council

Budget & Fiscal Management Committee

AGENDA ITEM No.:   
5     

DATE:   December 7, 2005

  
PROPOSED No.: 2005-0348

PREPARED BY: William Nogle








Patrick Hamacher

Staff Report
	The Budget & Fiscal Management Committee heard a staff report and received additional information from the Prosecuting Attorneys Office, Council Legal Counsel and Executive staff at the Committee meeting on September 7, 2005. No action was taken.  On September 14, 2005 the Committee took up this ordinance for a second time and received additional information.  Again, the Committee deferred.


SUBJECT
Discussion of, and possible action on, the Executive’s proposal to increase the 2005 budget of the Records, Elections and Licensing Division of the Department of Executive Services by $500,000.

SUMMARY
Proposed Ordinance 2005-0348 would appropriate $500,000 from undesignated fund balance in the General Fund and increase the budget of the Records, Elections and Licensing Division.  The purpose of the appropriation increase is to pay the expenses of the Executive’s elections Turnaround Team. 

BACKGROUND

Elections Section Budget

The Records, Elections and Licensing Services Division (REALS) is the division budget that will be affected by this Proposed Ordinance. The adopted budget for 2005 for the Division was $20,657,805, with $10,001,043 being the portion for the Elections Section. 

Via Ordinance 15247 the Council approved in July an increase of $706,045 for the purpose of adding 14 new positions, funding for the Executive’s Independent Task Force on Elections, and for other items.  Of the 14 new positions, 11 are for the Elections Section at a cost of $455,181. 
Table 1 shows the final budgets for Elections for 2001 through 2004 and the current budget for 2005, not including this request.
Table 1
Elections Division Budget and Full

 Time Equivalent Positions (FTEs)
	Year
	Amended Budget
	FTEs

	2001
	$  6,091,271
	37.83

	2002
	8,254,834
	35.83

	2003
	9,929,277
	35.33

	2004
	10,763,337
	35.98

	2005

	10,536,224
	47.98


With supplemental appropriations, the revised budget for the Elections Section for 2005 now stands at $10,536,224 with 47.98 FTE’s.  
Summary of Election Issues

There have been a number of problems with the elections process and the conduct of elections over the last several years.  Attachment 4 provides a brief recap of the problems that occurred and actions that have been taken to address those problems.

Independent Task Force on Elections (Executive’s Task Force)
The Executive’s Task Force identified several factors which led to the problems in the 2004 election. Some of these are:

· One of the closest gubernatorial elections in the country’s history;
· A compressed timeframe between the primary and general elections;
· A new form for the primary election (i.e. party preference);
· A new voter registration data processing system;
· A very high number of new registered voters; and,
· A high percentage of ballots being cast by mail. 
The Executive’s Task Force reached the following conclusions: 

· The responsibility and accountability for the running of elections lies with the County Executive. 

· Failures of the department in recent elections were due to “long-standing organizational and cultural problems within King County and the Elections Section.” 
· Elections Section staff understands the importance of complying with elections standards and the Executive’s Task Force believes these employees should be held accountable for the maintenance of those standards. 

The Executive’s Task Force made a number of recommendations for resolving many of the issues above. Their most urgent recommendation was to hire a turnaround team - an outside organization to “lead the transition to a new agency culture, including making critical improvements in the elections system.” In addition, the Executive’s Task Force made recommendations on policy and legislative changes that would further facilitate the improvement of the election process. These findings are included in Attachment 5. 
Proposed Ordinance 2005-0348 is intended to address the key recommendation of the Executive’s Task Force - that a turnaround team be put into place to help transform the Elections Section.
ANALYSIS

Estimated Costs of Turnaround Team
In our staff report of September 7, 2005 we included an analysis of the possible cost of the turnaround team, based on information provided by the Executive.  That analysis indicated that the cost could range from a low of $1.1 million to a high of $2.4 million.  The Executive reported that responses to their original request for qualifications indicated a range from $360,000 to approximately $2 million.  However, the Executive eventually chose not to negotiate a contract with any of the four respondents.

Second RFQ

The Executive on September 15 issued a second RFQ for a turnaround team.  This time, three firms responded.  Staff reviewed this second RFQ and noted the following:
· It is King County’s goal that the turnaround team will be fully situated in and leading the Elections Section by Thanksgiving, although the County expects to negotiate with the selected team the process and dates by which its members are fully in place.

· Specific areas that the turnaround team is expected to address include:

· facilitate an organizational environment that ensures rigorous compliance with elections laws, policies and procedures;

· improve employee morale, accountability and ownership;

· strengthen communications between management and staff, and between the Elections Section and key constituents, including the public-at-large;

· provide for operational controls and quality assurance processes that identify and address inevitable human errors before they undermine the elections system;

· refine existing or develop new employee training and certification programs;

· provide for equitable treatment of all employees; and, 

· ensure that the leadership structure has the skills and resources needed to achieve the public’s interests and King County’s goals.

The turnaround team is expected to, within 45-60 days of being contracted, submit to the Executive a turnaround plan that identifies the cultural, leadership, management and operational improvements that are needed and recommends strategies for implementing them.  The Executive expects the turnaround plan to be a three or four-year action plan, and the team to manage its implementation for the first 12-18 months. 
The RFQ required estimated costs for completing five phases:

· Phase I:  The initial assessment of the Elections Section, to be completed within 45-60 days;
· Phase II:  The turnaround team plan, to be completed and submitted by early January 2006;

· Phase III:  Implementation of the turnaround plan, including providing leadership to and management of the Elections Section for 12 and for 18 months;

· Phase IV:  Quarterly reports to the Executive updating progress in implementing the turnaround plan; and,

· Phase V:  A final report as the team prepares to exit.

Council staff were not provided with the cost estimates prepared by the selected contractor for these phases.

After conducting a review of the materials submitted and interviews with the respondents, the Executive decided to negotiate a contract with Waldron and Company.
Staff requested a copy of the Waldron and Company RFQ response.  The request was denied by the Director of the Office of Management and Budget via email on November 23.
Fund Balance Reserve

Staff noted that the general fund financial plan that was submitted with the 2006 proposed budget includes a reserve of $850,000 for 2006 election costs.  This would indicate that a total of $1,350,000 is now estimated as the cost of the turnaround team ($500,000 for this supplemental plus $850,000 reserved for 2006).  Staff asked how this estimate for the financial plan was arrived at.
The response from the Office of Management and Budget in part noted that this was based on the “best information we had at the time the budget was assembled.  The quality of the information improved, however, with the receipt of the first responses to the turnaround team RFP.  At that time the estimated costs included in the RFP ranged from slightly under $500 (sic) to approximately $1.8 million.  As you know, those proposals were rejected and the County rebid the RFP.  So at the point when it became necessary to establish an amount in the financial plan, we selected a number ($850,000) that was not on the high end . . . nor on the low end.” (see Attachment 6)  
Expenditures to Date

Council staff requested an accounting of costs incurred to date on the consultant who assisted with preparation of the RFQ’s plus other costs incurred in preparing and issuing the RFQ’s.  No information was provided.
2006 Budget Provisions

The 2006 budget ordinance (ordinance 15333, adopted November 21, 2005) included three provisos that relate to the Elections Section and the turnaround team.  The provisos are as follows:

P1 PROVIDED THAT:

Of this appropriation, $300,000 shall not be expended or encumbered until the executive submits to the council an assessment and turnaround plan developed by the consultant the executive has selected as the elections turnaround team.
The plan must be filed by March 1, 2006, in the form of 11 copies with the clerk of the council, who will retain the original and will forward copies to each councilmember and to the lead staff for the labor, operations and technology committee or its successor.

P2 PROVIDED FURTHER THAT:

Of this appropriation, $300,000 shall not be expended or encumbered until the executive submits and the council approves by motion a plan for implementing the elections turnaround plan.  The plan shall include, at a minimum, measurable goals and objectives for improving elections operations, proposed strategies for achieving the objectives, baseline performance measures that will be used to measure progress in meeting the objectives and a quarterly report format to be used to update the council on progress in meeting the objectives.  

The plan must be filed by April 1, 2006, in the form of 11 copies with the clerk of the council, who will retain the original and will forward copies to each councilmember and to the lead staff for the labor, operations and technology committee or its successor.
P3 PROVIDED FURTHER THAT:

Of this appropriation, $300,000 shall be expended or encumbered only in increments of $100,000 after council approval by motion of each of three quarterly reports developed by the elections turnaround team consultant.  The executive shall submit the reports to the council at the same time they are provided to the executive by the consultant.  The quarterly reports shall be consistent with the quarterly report format approved by the council as part of the implementation plan.  Three reports shall be submitted in 2006.  For each quarterly report so approved by the council by motion, $100,000 of the $300,000 of the appropriation restricted by this proviso shall become available for expenditure or encumbrance.  

The quarterly reports must be filed in the form of 11 copies with the clerk of the council, who will retain the original and will forward copies to each councilmember and to the lead staff for the labor, operations and technology committee or its successor.
Need for a Turnaround Team

The provisos noted above presume that the Executive will appoint a turnaround team.  However, specific appropriation authority to fund the turnaround team has not been provided by the Council.  A review of the 2006 budget did not reveal a specific appropriation for the turnaround team, either.  As noted above, however, there is a proposed fund balance reserve of $850,000 in the General Fund financial plan.
The management audit of King County’s Elections Operations conducted by the Election Center did not specifically recommend a turnaround team.  In response to the question “Do the Records, Elections, and Licensing Services Division and the Elections Section have the management structure and staff resources in place to turn the operation around?” the Election Center responded:
“The audit team concluded that the Elections Section should be elevated to the level of a division to increase oversight and accountability, which could help prevent similar operational and procedural breakdowns in the future. This is particularly important given the complex and dynamic policy, legal, procedural and technical elections environment. Another factor contributing to recent election issues is the challenge of building a solid corps of mid-level managers to ensure that the Elections Section’s mission and strategies are successfully implemented.

Elections management is also challenged by external factors such as dispersed and inadequate facilities, and unrealistic deadlines and restrictions in state law. Nevertheless, we believe internal deficits that contributed to past problems are linked to the management structure, including incomplete planning, staff turnover, and inadequate staff and poll worker training.

These will continue to pose risks without an adequate management structure.  Based on the collective experience and expertise of the members of the audit team, we recommend that the county address the management structure issues by elevating the Elections Section to the level of a division within the Department of Executive Services. In addition, the Elections Section should recruit immediately to fill vacant mid-level manager and supervisor positions.”
Will the turnaround team address issues identified by the audit?  Do any of the tasks outlined in the RFQ for the turnaround team relate to findings and recommendations in the audit?

Staff was unable to relate specific tasks outlined in the RFQ with specific findings or recommendations made in the audit report.
The audit identified the Elections Section’s position in the organizational hierarchy as a problem, recommending elevation of the section to division status.  The audit also identified difficulties in keeping mid-management positions filled and finding qualified candidates for these positions.  The audit noted:

“Without a competent corps of experienced mid-level managers, it is difficult to provide direction to staff or translate the vision of policy makers and high-level executives into action. The shortage of these mid-level managers in the Elections Section weakened the organization’s ability to withstand the numerous electoral challenges that occurred since 2002.”
The audit report recommended that the REALS Director request the services of the King County Human Resources Department in performing a study of the Elections Section management and supervisory positions, and develop job descriptions and classifications that will attract high-caliber, experienced candidates to fill vacant positions.

While the audit report made a total of twenty-four recommendations, only these two seem to relate to management issues.
OPTIONS:

	Option 1 – Pass the ordinance as transmitted with a Do Pass recommendation

	Pros
	Cons

	· Funding a turnaround team will implement the highest priority recommendation of the Executive’s Independent Task Force on Elections and would signal to the voters that the Council is taking steps to correct the “culture” issue in the Elections Section.
· The provisos included in the 2006 budget will provide the Council with information as the turnaround team conducts its work.
· The Executive’s Task Force felt strongly that “the current leadership has not demonstrated the skills and resources to achieve the needed organizational healing.”  A turnaround team of experts could provide this leadership.
	· The cost of a turnaround team could range from $1.1 to $2.3 million.  Spending these dollars on a turnaround team would leave fewer resources available for other remedial steps.
· Council staff has not received supporting documentation or answers to a number of questions related to this supplemental budget request.  This has limited the analysis that could be done.
· The Executive’s Task Force acknowledged that one argument against a turnaround team is that “turnaround teams can’t be done in the public sector.”
· The tasks delineated in the turnaround team RFQ do not relate to any of the recommendations in the Election Center’s audit report.


	Option 2 – Pass the ordinance as transmitted without recommendation

	Pros
	Cons

	· Considering that staff has not received the information requested in order to complete analysis of the legislation and the fact that only one Council meeting remains in this calendar year, this option has the advantage of moving the legislation out of the Committee to the Council for possible adoption at the December 12 meeting. Council action could be predicated on receipt of additional information or a briefing in the Committee of the Whole by the Executive that would answer all questions that members have.
· Implementation of the Executive’s Independent Task Force on Elections highest priority recommendation. 
· The provisos included in the 2006 budget will provide the Council with information as the turnaround team conducts its work.
· The Executive’s Task Force felt strongly that “the current leadership has not demonstrated the skills and resources to achieve the needed organizational healing.”  A turnaround team of experts could provide this leadership.
	· Cost  - a turnaround team could range from $1.1 to $2.3 million.  Spending these dollars would leave fewer resources available for other remedial steps.
· This approach assumes that additional information will be provided prior to Council action. There is no guarantee that additional information regarding the detailed scope of work, deliverables and costs would be received between the time of Committee action and the Council meeting. 
· The Executive’s Task Force acknowledged that one argument against a turnaround team is that “turnaround teams can’t be done in the public sector.”
· The tasks delineated in the turnaround team RFQ do not relate to any of the recommendations in the Election Center’s audit report.


	Option 3 – Relieve the Committee of the legislation

	Pros
	Cons

	· Due to a bid protest, the Executive in a letter to the Chair of the Council dated December 2, 2005 requested that the Committee be relieved of the legislation and that it be referred to the Committee of the Whole (COW).

· Considering that staff has not received the information requested in order to complete analysis of the legislation and the fact that only one Council meeting remains in this calendar year, this option has the advantage of moving the legislation out of the Committee to the Council for possible adoption at the December 12 meeting. Council action could be predicated on receipt of additional information or a briefing by the Executive that would answer all questions that members have.

· Implementation of the Executive’s Independent Task Force on Elections highest priority recommendation. 
· The provisos included in the 2006 budget will provide the Council with information as the turnaround team conducts its work.
· The Executive’s Task Force felt strongly that “the current leadership has not demonstrated the skills and resources to achieve the needed organizational healing.”  A turnaround team of experts could provide this leadership.
· The Council-initiated independent audit has been completed.  The report does not make any recommendations with regard to a turnaround team.  

	· Procedurally, this request would occur at the Council meeting.  This request may not be in time for COW/Council consideration prior to the Council’s winter recess.
· There is no guarantee that additional information regarding the detailed scope of work, deliverables and costs would be received between the time of Committee relief and the Council meeting.
· Cost  - a turnaround team could range from $1.1 to $2.3 million.  Spending these dollars would leave fewer resources available for other remedial steps.
· The Executive’s Task Force acknowledged that one argument against a turnaround team is that “turnaround teams can’t be done in the public sector.”
· The tasks delineated in the turnaround team RFQ do not relate to any of the recommendations in the Election Center’s audit report.



	Option 4 – Do not adopt

	Pros
	Cons

	· The reconvened Citizens Committee, appointed by the Council, has just begun their work.  Their recommendations may conflict with those of the Executive’s Task Force. 
· Council staff has not received supporting documentation or answers to a number of questions related to this supplemental budget request.  This has limited the analysis that could be done.
· The Council-initiated independent audit has been completed.  The report does not make any recommendations with regard to a turnaround team.  
· The tasks delineated in the turnaround team RFQ do not relate to any of the recommend-ations in the Election Center’s audit report.
	· The recommendations of the Citizens Committee are not going to be available until 2006. This would potentially send the message that there is no effort being made to change the “culture” in elections.
· Many Council members and voters have expressed a desire for change. Delays of this nature may give the appearance of the “status quo” being acceptable in the Elections Section.


INVITED
Kurt Triplett, Chief of Staff, King County Executive’s Office

Bob Cowan, Director, Office of Management and Budget

Helene Elickson, Budget Supervisor, Office of Management and Budget
Jim Buck, Manager, Administrative Services Manager, Dept. Exec. Services

ATTACHMENTS

1.  Proposed Ordinance 2005-0348
2.  Transmittal Letter, dated August 12, 2005

3.  Fiscal Note

4.  Summary of Election Issues and Corrective Actions – 2002 through 2005
5.  Executive’s Task Force on Elections – Policy and Legislative                   Recommendations

6.  OMB Explanation of Fund Balance Reserve Calculation
� The adopted budget was $10,001,043.  Ordinance 15247 added $455,181 for personnel and $130,000 for the Executive’s Independent Task Force on Elections and deducted approximately $50,000 due to lower retirement rates than previously forecast. 
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