INFORMATION TECHNOLOGY SERVICES CAPITAL
ANALYST: TERRA ROSE

	
	
	2021-2022 Proposed
	
	2023-2024 Projected
	
	2025-2026 Projected

	Revenues
	
	$16,320,968
	
	$6,635,116
	
	$5,951,428

	Expenditures
	
	$16,320,968
	
	$6,635,116
	
	$5,951,428

	Major Revenue Sources:  Internal service charges to county agencies. Note, however, that the specific funding source for the Eastrail Fiber Development Project ($13.4M) is currently unknown at this time.



DESCRIPTION

The Information Technology Services (ITS) Capital fund supports enterprise technology capital projects (e.g., related to the King County website) and enterprise equipment replacement (e.g., related to the County's servers or network) that are countywide in scope. The fund is managed by King County Information Technology (KCIT). 

SUMMARY OF PROPOSED BUDGET AND CHANGES

The proposed budget would appropriate approximately $13.4 million for a new project to build conduit and fiber optic infrastructure within the Eastrail corridor. This project is further described in the key issues section of this staff report. The rest of the proposed appropriation is related to replacing server infrastructure ($800,000), network equipment ($1.0 million), I-Net[footnoteRef:1] equipment ($691,456), and to begin to deploy enhanced wireless services at Public Health Clinics ($489,530).[footnoteRef:2]  [1:  I-Net is the County's Institutional Network that provides high-speed internet access to public facilities in the County such as schools, libraries, government agencies, and nonprofits. ]  [2:  This project follows three earlier project phases approved by the Council to deploy enhanced wireless at County facilities (e.g., District Court facilities, the King County Courthouse, four Department of Adult and Juvenile Detention sites, etc.). Enhanced wireless services would increase the number of users that could connect to the wireless network and also provide the same user experience as a wired connection.] 


Documentation included with the proposed budget indicates that the funding for replacement of network equipment, which allows County departments to access business applications (e.g., Skype), has been limited to contain the growth of the KCIT central rates and, as a result, KCIT may not be able to replace all the end-of-life network equipment within the appropriation. According to project documentation, this may mean that KCIT is not able to meet the network availability goal of less than 43 minutes of downtime per month. As noted in the KCIT Operating fund staff report, the financial plan assumes an additional $2.0 million for network equipment replacement in 2023-2024 to counter the proposed reduction in the upcoming biennium.

KEY ISSUES

ISSUE 1 – EASTRAIL FIBER DEVELOPMENT PROJECT:  $13.4 MILLION

The proposed budget would include an appropriation of $13.4 million for a new technology project to construct a fiber optic pathway providing internet and communication infrastructure through a portion of the Eastrail Corridor, a planned pedestrian and non-motorized trail in a 42-mile former rail line running from the City of Renton to the City of Snohomish.[footnoteRef:3] Council staff have identified this project as a key issue due to the project's complexity and the involvement of numerous stakeholders, the potential risks, and the current unknowns related to project funding, expected final County contribution amount, and the fiber ownership model to be used if the project is approved.  [3:  This project would involve a series of entities including Eastrail property owners (King County; the Cities of Redmond, Kirkland, Woodinville; and Sound Transit), easement holders (Puget Sound Energy, Sound Transit, and King County), and right-of-way permitting authorities (Cites of Renton and Bellevue).] 


According to project documentation, the vision is to build fiber infrastructure before and/or in coordination with planned construction projects in the trail corridor, which would eliminate the need to tear up and rebuild newly completed projects if fiber were to be placed in the future. Project material provided with the budget notes that the fiber project could produce the following benefits: provide the region with new opportunities to use fiber optics to support trail and community projects (e.g., smart lighting); yield economic development benefits; generate potential revenue by leasing the excess fiber; and provide network redundancy for partner municipalities and the County. In July 2019, consulting firm CTC Technology & Energy completed a fiber feasibility study under contract with the City of Kirkland and with participation from the "Eastrail Corridor Stakeholders,"[footnoteRef:4] and identified fiber optic infrastructure as an economic development benefit for private companies and that there are indications that this project would provide needed infrastructure capacity in the region.[footnoteRef:5] Executive staff note that a subsequent return on investment analysis completed by the consultant concluded, "The potential revenue opportunity is robust, as is the significant value and avoided cost derived by public sector users over time."[footnoteRef:6] [4:  The following entities participated in the feasibility study and informally refer to themselves as the "Eastrail Corridor Stakeholders": King County; the cities of Bellevue, Kirkland, Redmond, and Renton; the Renton School District, Bellevue School District 405, and Lake Washington School District; and Pacific Northwest Gigapop.]  [5:  CTC Technology & Energy, Eastrail Corridor Fiber and Conduit Feasibility Analysis – Prepared for Eastrail Corridor Stakeholders – July 2019]  [6:  CTC Technology & Energy, Eastrail Return on Investment Analysis - Prepared for King County, Washington – January 2020] 


Additionally, project documentation suggests that this project may increase broadband access in underserved communities. Executive staff indicate this could occur by partnering with public agencies to provide broadband services to low-income residents living in city-subsidized housing or in King County Housing Authority properties along the Eastrail Corridor. Note, however, that the cost to connect housing facilities to the main fiber line proposed by this project is not assumed in the requested appropriation and would be the responsibility of the public partner.

Executive staff indicate that a funding source for the project, the expected final County contribution level, and the fiber ownership model is currently unknown and is dependent upon the outcome of a Request for Proposal expected to be issued this year. The feasibility study identified three potential ownership and financing models for a future fiber network – publicly owned, operated, and financed; privately owned, operated, and financed while providing some fiber access to the Eastrail owners; and a hybrid approach of public and private financing. Since each model would result in differing levels of County control over the fiber infrastructure, required financial contributions, and assumed risk, the study suggested issuing an RFP to validate the model that would best meet and achieve project goals.[footnoteRef:7] Executive staff indicate that the RFP will be focused on identifying the proposal that provides the greatest benefits[footnoteRef:8] for King County and the Eastrail owners and proposals will be evaluated by a team that includes representatives from the Eastrail owners and partners (Cities of Bellevue and Renton), the County Finance and Business Operations Division, Department of Natural Resources and Parks (DNRP), and KCIT. Per Executive staff, King County would make final decisions. [7:  Project documentation indicates that as part of the study, the Eastrail owners, stakeholders, and consultant identified four main project goals: (1) Fiber would be built for county, city and non-profit operations and other use cases that benefit communities and constituencies; (2) Create public private partnerships, allowing the private sector resell opportunities of excess fiber; (3) Generate revenue for Eastrail owners through conduit and/or dark fiber leases to private companies/partners; (4) The vendor will be capable of delivering a turn-key development, including project management resources. ]  [8:  Executive staff indicate that "Some key considerations may include: The return on investment period (10 to 20 years); Cost of the project to King County; Access to fiber for exclusive, unrestricted, and perpetual use by Eastrail owners; A vendor license agreement with long-term revenue payments for use of excess fiber; Free to low-cost maintenance of the conduit and fiber used by Eastrail owners and partners."] 


Executive staff further note that they are open to bids that would provide a path where the vendor pays for the cost of construction, which would mean investment from the County may not be required or may be limited in scale. Other potential funding options include a bond, a Parks levy, and/or contributions from Eastrail owners or other public investors. According to executive staff, the County anticipates establishing agreements with Eastrail partners in 2021 that would stipulate specific commitments and contributions, and which could partially pay back any County investment.

The project documentation identifies the following project risks and mitigation strategies:
[bookmark: _GoBack]
· Delays from existing but unrelated projects in the Eastrail Corridor (e.g., Bridge crossings, Sound Transit construction) where fiber are integrated into designs.  DNRP indicates they are closely monitoring these projects and anticipates addressing impacts as they arise;
· Unknown cost increases and unforeseen issues not assumed in the early project estimates used for this budget request. A 20 percent contingency is included in the appropriation request for unforeseen costs;
· Engineering challenges that increase costs or, in a worst-case scenario, are not able to be resolved. The project proposes addressing these as they arise.
· Potential legal challenges related to property interests. The project has budgeted for support from the Prosecuting Attorney's Office and outside counsel. Executive staff indicate that "[t]here is a specific legal and policy framework for construction of any infrastructure in the railbanked Eastrail corridor and [project staff] are in ongoing discussions with KC PAO to ensure [project staff] are following this framework"; and
· Changes in the greater regional economy that impact the demand for fiber, either positively which could result in greater construction costs or negatively which could result in lower revenue than expected. Per project documentation, the 20 percent contingency is proposed to address these unknown risks.

Executive staff indicate that they are requesting appropriation now so that the project is ready to move forward with negotiating and awarding the contract as soon as the RFP process is concluded, and to align fiber construction with the trail construction aspect managed by DNRP. Per Executive staff, "[w]aiting and asking for funding during the supplemental process will add cost and delay the fiber construction project." Executive staff expects that drafting an Eastrail owner agreement would begin in January 2021, the RFP and contract negotiation would be complete around July 2021, and fiber construction would begin in early 2022 with projected completion by the end of 2024.

Council staff analysis is ongoing.






