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SUBJECT:
Selection of a consultant to provide technical assistance to the county auditor for an evaluation of the institutional network project.

SUMMARY:
The purpose of this motion is to authorize the chair of the council to enter into a contract to provide independent technical assistance to the county auditor for an evaluation of the viability of the institutional network (I-Net).  Since the amount of the contract is over $25,000, the chair of the council may not enter into a contract without first being authorized to do so by council motion (council organizational ordinance section OR1-020-C).  The cost of the contract is $93,500.   The purpose of the contract is to assist the auditor’s office in development of a limited set of performance measures and a data tracking plan for I-Net.  The consultant will also conduct a market assessment to evaluate demand and customer satisfaction with I-Net.  The results of this work will be used to evaluate future sustainability of I-Net.
BACKGROUND:
The Committee-of-the-Whole considered this item on Monday, February 4th, and deferred action for one week.  A number of questions about I-Net in general, and the proposed contract in particular were raised by Councilmembers.  Executive staff, the Auditor and Council staff collaborated on preparing answers to the questions, which are Attachment 4 of this staff report.  
The King County Institutional Network (I-Net) originated in 1996, out of a county cable franchise agreement with Tele-Communications, Inc. (TCI), now part of AT&T Broadband and soon to be with AT&T Comcast.  TCI became responsible for constructing and maintaining a fiber-optic network (i.e., I-Net) providing affordable high-speed communications to county and other public agencies within King County.  A legislative summary of I-Net may be found in Attachment 3.
As a result of continuing council concerns raised in the budget process, the council contracted with Gartner Consulting to review I-Net and make recommendations for assessing financial feasibility, market demand, and sourcing options for the I-Net project.  Gartner found that the I-Net project was soundly constructed and that there was demand for its services.  Gartner found that I-Net was potentially viable, but that its success was not guaranteed.  For the near term, Gartner recommended that I-Net be continued and closely monitored.  To do this Gartner recommended development and use of an optimization strategy, development of a limited set of system and business performance indicators, conducting a market survey and annual performance reports and reviews.  In the longer term, if the performance indicators and annual reports indicate I-Net cannot meet its financial and customer service expectations, that the County explore other sourcing alternatives or, ultimately, divestiture.
I-NET FEASIBILITY SPECIAL STUDY:
The auditor’s office has been directed by the council in a 2002 budget proviso (Ordinance 14265, Section 7) to facilitate the development of a limited set of performance measures and a data tracking plan for I-Net.  This study has been added to the 2002 auditor’s office work plan.  Assisted by a consultant, the Auditor’s Office will establish a task force of executive and council personnel to develop performance measures, performance benchmarks, and a data collection and reporting plan for the I-Net.  The consultant will also update a 2001 market assessment of I-Net by surveying current and potential customers to evaluate the market and demand for I-Net products and services.  Reports will be due in September 2002.  Total cost of the contract is $93,500.  Partial funding is provided from $18,500 in the council administration budget.  This funding is the remainder of funds that AT&T Broadband provided to the council as part of its cable franchise agreement.  The council approved an additional $75,000 from the cable communications capital fund to the council auditor’s office 2002 budget to conduct this study.
The consultant will assist the auditor’s office to establish, select participants for, and conduct meetings of a task force charged with the development of performance measures and data tracking plan for I-Net.  In collaboration with the auditor’s office and the task force the consultant will:
· Develop a limited set (i.e., less than 10) of performance measures that will inform the council on the progress and performance of I-Net in meeting its objectives;
· Develop benchmarks for each of the performance measures selected, if feasible;
· Develop a plan for collecting, tracking, and reporting data associated with the selected performance measures;
· Prepare a final report summarizing the measures, benchmarks, data tracking/monitoring processes, data reliability, and the results of data collection through August 2002;
· Presentation of the final report in both oral and written form to the Labor, Operations and Technology Committee and other council committees as requested;
· Update a market assessment of I-Net similar to one conducted in 2001 by Gartner Consulting; and
· Other associated duties as assigned by the county auditor or her designee.  This may include the presentation of information to the council or a committee thereof.
Amendment

One amendment has been prepared to insert the name of the firm selected to conduct the study.

INVITED:

· Cheryle Broom, County Auditor

· Ron Perry, Principal Management Auditor, Auditor’s Office, King County 
· Kevin Kearns, Manager, Information and Telecommunications Services Division, King County

· John Anthony, Asst. Mgr, Information and Telecommunications Services Division, King County
ATTACHMENTS:

1. Proposed Motion 2002-0052
2. Amendment to Proposed Motion 2002-0052 and Attachment A (Name of Recommended Consultant)

3. Legislative Background

4. Responses to Councilmember Questions

ATTACHMENT 3
LEGISLATIVE BACKGROUND
1996 Cable Franchise Agreement
In July 1996, the Council adopted Ordinance 12391 renewing the County’s cable franchise agreement with Tele-Communications, Inc., (TCI), and now part of AT&T Broadband.  As part of the renewal agreement, TCI committed to construct and maintain a dedicated fiber-optic network, called the Institutional Network (I-Net), for use by the County and other public institutions.  Once constructed, the County planned to lease the I‑Net fiber from TCI and assume responsibility for managing the network.

1998 Appropriation and Proviso

The Council first appropriated funds for the construction of the I‑Net with the adoption of the 1998 King County Budget.  This appropriation was conditioned by a proviso requiring submittal of an I‑Net implementation plan by March 31, 1998.  Modifications to the County’s franchise agreement with TCI, impacting the I-Net project, delayed submittal of the implementation plan until August 1998.  Due to this delay and the demands of pre-budget business, the plan was not reviewed by Council, and the proviso condition was not lifted.

1999 Appropriation and Proviso

A second appropriation was included with the 1999 King County Budget.  This appropriation also was conditioned by a proviso requiring submittal of an updated I-Net implementation plan.  Pursuant to the proviso, the 1999 I-Net Implementation Plan was submitted for Council review in late May of 1999.  While this plan did a good job of addressing the physical side of the project, it did not look beyond the project’s design and installation phase to address the operation and maintenance of the network or the marketing of its services.  The Council felt additional attention to this phase of the project was needed in order to ensure the project’s success.  The Implementation Plan was approved by the Council on July 19, 1999, with the understanding that an operations, maintenance, and marketing plan would follow.

2000 Appropriation and Proviso

A third appropriation was included with the 2000 King County Budget.  Because the Council still had not received the promised operations, maintenance and marketing plan at the time of budget adoption, this appropriation was conditioned by a proviso requiring the Executive to submit such a plan by July 1, 2000.  On July 7, 2000, the Executive transmitted his operations, maintenance and marketing plan to the Council pursuant to this proviso.  However, the plan failed to consider other options for the network beyond in-house operations, and lacked the marketing analysis needed to determine the long-term financial viability of the project.  The Council did not act to approve the plan.

2001 Appropriation and Proviso 

The 2001 Executive Proposed Budget requested both capital and operations appropriations for the I‑Net.  According to the I‑Net team, the capital appropriation was needed to complete the build-out of the network and the installation of routing equipment.  The operations appropriation was intended to support the beginning of network operations around mid-year.

Because significant questions regarding the long-term financial viability of the network could not be answered at that time by the executive, the council opted not to include an operations appropriation for I‑Net and to reduce significantly the funding available for the capital portion of the project.  The Council included a proviso in both adopted budgets limiting I‑Net expenditures and stating that it would hire outside expertise to advise the County regarding the future of the project.  This proviso was later vetoed; the council did not override the veto.

2001 Supplemental Appropriation 

Despite having no I-Net operating expenditure authority from the council, the executive began I-Net operations in July 2001.  The executive paid for I-Net operations through a contingency account in the information technology services budget.  The executive later requested I-Net operating funds in the third quarter supplemental ordinance (Ordinance 2001-0418).  The council approved this request.

Despite having no I-Net capital expenditure authority for the last half of 2002, the executive continued capital construction of I-Net into the second half of 2002.  The executive used funds that the council appropriated to repay an I-Net capital bond to pay for I-Net construction.  Since the executive had spent amounts originally intended for annual debt service payments on capital construction, the executive requested additional funds to pay debt service in the third quarter supplemental CIP ordinance (Ordinance 2001-0425).  The council approved this request.
2002 Appropriation and Proviso 

The council funded three quarters of I-Net operation in the adopted 2002 budget.  The council declined to fund I-Net operations for fourth quarter 2002.  The 2002 capital portion of I-Net was funded.  The council included a proviso directing the executive to submit quarterly revenue and expenditure reports to the council.  The proviso also directed the executive to request fourth quarter I-Net operating funds in the second quarter supplemental ordinance.  At that time, I-Net operations will be reviewed by an outside consultant to determine if I-Net is meeting its operational, financial and customer satisfaction goals.  The intent of this review is to produce information needed for the council to determine if I-Net is financially sustainable.
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