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STAFF REPORT
SUBJECT:
AN ORDINANCE making a supplemental appropriation for $1.2 million which will authorize the Executive to proceed with the next phase of the evaluation to build a new office building for King County and a central steam plant for King County and Harborview Medical Center.

BACKGROUND:
On September 15, 2003 the Executive transmitted proposed Ordinance 2003-0427 requesting a supplemental appropriation of $1.2 million expenditure authority in to proceed with a phased pre-development process. The transmittal included a project analysis report entitled An Approach to Reducing King County Office Space Costs.  

This report is the culmination of executive work product associated with Ordinance 14420 that provided $475,000 expenditure authority to explore options to either purchase an existing building or build a new office building for King County and make recommendations on how the county should proceed.  The work also included a phase II analysis of the Central Steam Plant Feasibility Study.

The BFM Committee was provided a preliminary briefing on this report at the October 1, 2003 committee meeting.  A previous status report on the evaluation process was provided at the BFM Committee briefing on June 11, 2003.

The exploration of options to either purchase an existing or build a new building is the latest in a series of analysis and independent consultant recommendations to reduce the county’s dependence on leased space and is consistent with the county adopted policies.

Possible Conflict of Interest:  A possible conflict of interest on the part of the consultants was discovered just prior to transmittal of the work of this project.  Executive staff reported on the status of the executive’s due diligence efforts and PAO findings relative to this possible conflict at the October 1, 2003 BFM Committee meeting.  Subsequent to the October briefing Council commissioned the services of The Staubach Company, a real estate advisory company, to provide an independent review of the executive staff analysis and its conclusion that the project analysis outcome and recommendations were unaffected by any potential conflicts of interest.  A final report is anticipated by December 5, 2003.

Councilmember Questions:  A number of committee member requests for additional information were raised at the October 1, 2003 BFM Committee briefing.  A summary executive staff responses to these questions is included in Attachment #5.

EVALUATION PROCESS

The evaluation process consisted of a series of four separate exploration tracks:  

· Track A:  Development of King County Owned Land: This track explored options for development on King County-owned land primarily through a Request for Qualifications /Request for Proposal process to solicit developers to plan, design and construct a lease-leaseback for a new office building.

· Track B:  Building Development or Acquisition on Non-County-Owned Land:  This track explored options for development on non county-owned land and utilized a Request for Proposal process and included acquisition options for both land as well as existing buildings.

· Track C:  Fast Track:  This track explored time sensitive opportunities that might emerge during the exploration process that required an immediate response.

· Track D:  Central Steam:  This track finalized earlier studies that explored the economic viability of a central steam plant and co-generation opportunities for the downtown King County complex and Harborview Medical Center.

A detailed narrative of the actions taken on these four tracks during progress of the work was included in the October 1, 2003 staff report.

EXECUTIVE RECOMMENDATIONS

The Executive’s recommendation is summarized in the following two elements:

1. Construction of a new King County Office Building to accommodate approximately 261,000 square feet of office space.

2. Construction of a new central steam plant to provide thermal energy for the King County Courthouse complex and Harborview Medical Center.

PROPOSAL ELEMENTS:

According to the report the above two recommendations will achieve a combined net present value (NPV) savings of $11.2 million compared to continuing to lease over a 25-year financing term.  Of this total $8.2 million in savings is attributable to the steam plant and $3.1 million is attributable to the building.  The savings analysis assumes the project will also include $10 million of land cost.  Additionally, the report notes that the debt service will be covered through savings in outside leases and other financial advantages.

Construction of a new building:  The report highlights four benefits to King County resulting from the recommendation to build a new building on county-owned land in lieu of either continuing to lease space or purchasing of an existing building.  The benefits of these recommendations are summarized in the transmittal letter and the executive summary:

· Achieving liquidity on the county-owned land.  

· Accommodating anticipating 10-year growth projections.  

· Consolidating county operations:  

· Creating a valuable asset for the county

Construction of a central steam plant:  The report concludes that construction of a central steam plant is the most cost effective of the alternatives analyzed.  The report concludes that annual energy savings in the range of $535,000 can be achieved.  The co-generation option is not included in the Executive’s recommendation.

Site Selection:  The proposal does not include a recommendation for a site for the Executive’s recommended build option.  The report also does not include an analysis of possible county-owned site options. However, the following three county-owned sites are currently being considered:

· Goat Hill Site:  between Jefferson Street and Terrace Street and east of 5th Avenue (south of the King County Corrections Facility).

· King County Parking Garage Site:  between Jefferson Street and Terrace Street and west of 5th Avenue.

· North parking Lot Site:  north of the stadium.

The Track A; Request for Qualification (RFQ 108-03RLD-March 27, 2003) and Request for Proposal (RFP 108-03RLD – June 5, 2003) are specifically limited to the Goat Hill site as the only site considered for purposes of proposal evaluation and developer selection.  An amendment to the RFP lift the Goat Hill site restriction to include any site the county owned or that might be acquired by the county.  

A question was asked why the county did not consider assembling the five or six sites west of the county parking garage as a candidate site.  A detailed response is provided in Attachment #5.  This attachment also includes a discussion of land use consideration of the county’s search as well as some of the use limitations of the North Kingdome site. 

The report does not include an evaluation of other possible county-owned sites nor is there an explanation of how or why the North Parking Lot site was added later in the process.

Proposed Tenants:  Proposed tenants for the New/Purchased King County Office Building (NCOB) must be viewed in the larger context of existing occupancy conditions for the entire complex of county buildings, the adopted space plan and policies, existing leases and lease expiration dates and temporary moves associated with other Capital Improvement Projects (CIP) such as the Courthouse Seismic Project.  The Executive’s recommendation proposes how existing vacant space should be backfilled, which agencies are proposed to occupy the new building, and which agencies are proposed to continue leasing outside space.  The space remaining in outside lease space following development of the proposed new county office building will be approximately 72,000 sf.  A summary of the current locations of affected agencies and their proposed move locations is summarized on Table 4.C of the proposal analysis and is included in this staff report in Attachment #6.

Current agencies scheduled to relocate to the proposed New/Purchased County Office Building are summarized the following table:

	Location
	Department/Agency
	Forecast S.F.

	Exchange Building
	DES/Finance
	25,000

	Exchange Building
	DCHS
	40,648

	Wells Fargo
	DPH
	87,010

	Key Tower
	DES/ITS
	33,345

	Bank of America
	DES/Admin
	1,050

	Courthouse
	Executive BRED
	4,200

	1916 Boren
	DPH
	5,660

	Walthew Building
	DCHS/Public Defense
	4,083

	Admin Building
	Finance
	16,000

	Graybar Building
	Print Shop/Surplus Property
	16,670

	Miscellaneous
	Mail/Facilities Support
	27,415

	Total
	
	260,081


	Downtown Leases
	All Remaining Agencies
	72,000


Appendix F of the proposed New/Purchased County Office Building analysis provides additional detail including current and projected staff, lease expiration dates and proposed “possible” new locations which includes proposed floor level locations for each agency.  See Attachment #7.

Proposed Key Tenant Moves:  The report proposes two key tenant moves:

1. Prosecuting Attorney Office (PAO):  Consolidation of 46,000 sf of PAO from lease space in the Key Tower, Bank of California, and Bank of America to the Courthouse.  

2. Executive & Office of Management & Budget (OMB):  Relocation of the Executive and OMB from the Bank of America Tower (temporary space due to Courthouse Seismic Project) to the Administration Building.

The analysis of these proposed moves is addressed in the concurrent review of PAO move legislation (Proposed Ordinance 2003-0519).

EVALUATION REVIEW

Staff evaluation of the report recommendations is organized according to the following:

1. Analysis of recommendation relative to adopted 2002 Space Plan policies. 

2. Construction of a new King County Office Building to accommodate approximately 261,000 square feet of office space.

3. Construction of a new central steam plant to provide thermal energy for the King County Courthouse complex and Harborview Medical Center.

1.  2002 Adopted Space Plan Policies:  This exploration project is consistent with the adopted policies of the 2002 adopted space plan to explore options to reduce the county’s reliance on leased space.  It is also the next step in a series of previous reports and recommendations including independent reports by the Properties Expert Review Task Force (PERT) and Peer Review Panel.  The recommendation of these previous independent reports was that it was significantly more cost effective for the county to own rather than continue leasing space.  These recommendations were further validated in 2001 in a consultant report entitled Alternatives to Reliance on Leased Space.
2.  Construction of a New King County Office Building:  The Build VS Buy analysis supporting the recommendation to construct a new building is based on a comparison of selected acquisition opportunities with a hypothetical new building.  The process involved a series of evaluation steps designed to narrow the wide net of opportunities to a manageable number suitable for more detailed analysis.  This narrowing process was documented in previous committee briefings.  Detailed engineering and cost evaluations were applied to a final list of candidate opportunities in order to make an “apples to apples” comparison with development of a hypothetical building on Goat Hill.  The process appears comprehensive and addressed the primary drivers necessary to make a reasonable business decision.  Cost estimates appear reasonable and economic analysis is based on conservative assumptions.

Build VS Buy Analysis:  Acquisition opportunities were very quickly narrowed to Track B acquisition opportunities (existing buildings on non-county-owned land).  The county received only a single response to its RFP Track B acquisition opportunities (new building on non-county owned land) which was rejected as non-competitive.  Additionally, only one property was considered in the Track C (fast track) option.  This site involved the City of Seattle site just to the north of the courthouse.  Attachment #5 provides a detailed summary of the reasons the Public Safety Building site was removed from fast track consideration.
Factors considered in the analysis to compare Build VS Buy opportunities included purchase price, estimated retrofit requirements, renovation costs, and building efficiencies.  Acquisition opportunities were then narrowed to five properties using the Seneca/Kinzer market data.  

The five acquisition opportunities recommended included:

· Dexter Horton Building

· Exchange Building

· Central Building

· Park Place

· 83 King Street

The evaluation process resulted in elimination of the Central Building, Park Place Building, and 83 King Street Building.  The reasons for elimination of these buildings are not delineated in the report.  Council staff confirmed the reasons for elimination in discussions with executive staff and consultant team representatives as follows:

· The Park Place Building was eliminated because the asking price was significantly above the replacement value and there was little opportunity to negotiate a lower price.  This was one of the criteria used to determine the short list of opportunities.

· The 83 King Street Building was eliminated as an acquisition opportunity due to its location in a liquefaction zone and construction type resulted in a prohibitively expensive retrofit estimate which rendered the building non competitive.

· The Central Building was eliminated as an acquisition opportunity due to primarily to its limited size (194,241 RSF).  Of this total square footage 7.31% or 14,200 RSF was retail space, which is not well suited to the county’s needs.  The combination of these factors resulted in a building that did not compare favorably with other candidate acquisition opportunities.

Retrofit Assessments:  An additional level of due diligence was applied to these acquisition opportunities using advice from independent experts in space planning, seismic engineering, and retrofit construction to evaluate the likely full cost associated with acquisition of an existing building.  

These retrofit cost considerations included a seismic evaluation in order to make a reasonable comparison between acquisition opportunities and a new building.  The seismic evaluation was based on two levels of upgrade:

· Courthouse Seismic Project standard.

· Insurance standard.

The seismic standard applied to the Courthouse Seismic Project is based on the future adoption of the 2003 International Building Code.  Seattle is expected to adopt this code in 2004.  The Insurance standard is a lesser standard emerging within the finance and insurance industry to ensure a standardized minimum standard is achieved associated with either property acquisition or insurance coverage.  The NCOB report includes the cost impacts for both standards.  The seismic evaluation methodology used to assess the level of retrofit required and the cost of those retrofits was based on a “Life Safety” performance level as defined by the Uniform Building Code.  Evaluations were based on the following industry standards: 

· Courthouse Seismic Project Standard:

FEMA-310; Tier 1, “Seismic Evaluation of Existing Buildings”.

· Insurance Standard:

ASTM E2026-99 “Standard Guide for the Estimation of Building Damageability in Earthquakes” (ASCE-31 Standard – recently published).

Voluntary VS Mandatory Upgrades:  Building codes typically do not mandate retroactive upgrades except in unusual circumstances.  Therefore, as long as a building met the applicable code standards in place at the time of permit approval the building official does not usually have the authority to require upgrades.  Exceptions to this general rule include buildings that pose a safety and health threat to the public and buildings that undergo substantial alterations.  The Seattle Building code (SBC) defines a series of threshold upgrades under which the building official would declare a Substantial Alteration.  A Substantial Alteration is a building code provision that triggers the retroactive upgrade of fire and life safety systems to current code (SBC 3403).  For example; even though the Courthouse Seismic Project was a voluntary seismic upgrade it exceeded the SBC threshold and was determined to be a substantial alteration.  Any type upgrade including combinations of systems that extend the useful and economic life of a building can trigger a substantial alteration determination.  The SBC does not provide precise formulas to define substantial alteration determinations.  However; upgrades in older buildings are more likely to be viewed as a substantial alteration compared to similar work in a newer building because of the inherently greater potential for life-safety deficiencies and the greater likelihood that the upgrade will extend the economic and useful life of the building.
The report makes the following recommendation:  “Although one could make the policy choice to retrofit an older building to a lesser seismic standard than the Courthouse and other King County Office Buildings, the executive is proposing that the new King County office building be at least as seismically sound as the Courthouse.”  (Report Section 3.2.1.1; p. 25).
Following elimination of the Park Place and 83 King Street Buildings further due diligence efforts were provided for the remaining three building acquisition opportunities.  Seismic and fire & life safety retrofit estimates were provided which varied considerably.  Seismic and architectural retrofit costs using the Courthouse Seismic Project Standard represented the most significant components of the acquisition cost impacts.  The comparison figures shown in the table below are based on the two retrofit standards.  

Courthouse Seismic Project retrofit standard
	Building Acquisition
	Seismic/Fire & Life Safety $
	$/RSF
	% of Total

	Dexter Horton Building
	$14,982,000
	$47.12
	14%

	Exchange Building
	$18,233,000
	$60.15
	17%

	Central Building
	$13,150,000
	$67.70
	22%

	Existing Courthouse
	
	
	

	Courthouse Seismic Project
	$83,244,884
	$153.00
	


Insurance Standard

	Building Acquisition
	Seismic/Fire & Life Safety $
	$/RSF
	% of Total

	Dexter Horton Building
	$9,304,000
	$29.26
	10%

	Exchange Building
	$8,740,000
	$28.83
	10%

	Central Building
	$6,513,000
	$33.53
	14%


Cost Adjustments:  A series of cost adjustments were applied to the acquisition opportunities and the new building to arrive at an “apples to apples” comparison between acquisition opportunities and the proposed new building.  These adjustments were translated into a $/RSF cost to the project and included the following elements:

· Floor plate efficiency

· Parking

· Operating Efficiency

· Interim Leasing/Carrying costs

· Long-Term Leases

Cost adjustments ranged from a minus $30/RSF for the new building to a plus $38/RSF for the Dexter Horton Building.  A comparison of the adjustments for each of the buildings summarized in the report assuming the Courthouse Seismic Project standard of upgrade is shown in the following table:

	Adjustment
	New  Building
	Dexter Horton Building
	Exchange Building
	Central Building

	Floor Plate Efficiency
	-
	54.88
	-
	28.81

	Off-Street Parking (Revenue)
	(30.00)
	-
	-
	-

	Operating Efficiency (MMRF Reserve)
	-
	6.71
	6.71
	6.71

	Interim Leasing/Carrying Costs
	-
	30.89
	31.07
	37.46

	Long-Term Leases
	-
	(41.20)
	(8.73)
	(34.86)

	Existing King County Lease
	-
	-
	2.95
	-

	Estimated Negotiated Price Reduction
	-
	(14.00)
	(10.00)
	(3.00)

	Total
	(30.00)
	37.20
	22.00
	35.12


Note:  All figures in $ per rentable square feet (RSF)

Floor Plate Efficiency:  Efficiency factors were applied to the acquisition opportunities based on an evaluation of square feet per FTEs compared to the county standard available in a new building.  The analysis included tabular data based on prototype floor plan layouts.  The Dexter Horton Building was the least efficient of the five buildings analyzed which resulted in an efficiency factor that added 20% to the acquisition cost. The Central Building efficiency factor added 12%.

Off-Street Parking:  None of the acquisition opportunities included off-street parking.  The parking adjustment was made based on the anticipated revenues from off-street parking in the proposed new building (assumed 250 spaces).  Off-street parking construction costs were included in the cost estimate for the proposed new building.

Operating Efficiency:  The operating efficiency is the difference between the NPV annual set aside for Major Maintenance (MMRF) factor of $1.00/RSF for a new building compared to $1.50/RSF for an existing building.  This is the same new building factor applied to the King Street Center and Patricia Bracelin Steel Buildings in the MMRF program.

Interim Leasing/Carrying Costs:  This is the cost of interim lease costs to house King County agencies during the construction period and/or to allow for existing long term leases in an acquired building to expire or be terminated.  Short term leases in acquisition opportunities which included leases that would expire between 2004 and 2007 provided an opportunity for interim leasing opportunities.  The calculations were based on actual rent rolls and provided some income potential to help off-set the carry costs.

Long Term Leases:  Is the NPV of existing leases in acquisition opportunities shown as revenue throughout the remainder of their term.  The calculations were based on the actual rent rolls for each building for leases expiring after 2007 and for retail leases which were likely to remain for the foreseeable future.  The income for these spaces was assumed to off-set debt service to the county.

Existing King County Lease:  Is the NPV of King County lease costs for the remainder of their term.  The calculations were based on the actual rent rolls for each building.  The analysis compared the $/RSF of debt service for a purchased building with lease’s NNN rentable rate
 on a $/RSF.

Estimated Purchase Price Reductions:  The estimated purchase price target reductions based on consultant and Facilities Management Division Property Services estimated final negotiated acquisition cost.

New Building costs:  The total estimated project cost for the proposed new county office building is $89.0 million and is summarized in Attachment #8.  The estimate is based on a generic 261,000 RSF building to be completed by January 2007.  This translates into an equivalent $340/RSF.  The estimate includes an assumed land value of $10 million and includes all development and owner costs.  

Cost comparisons with other building projects included in the Alternatives to Reliance on Lease Space Report presented to the BFM Committee in July 2001 and the Patricia Bracelin Steel Memorial Building are shown in the following table:

	Project
	Completion Date
	Rentable Square feet 
	Project Cost(1) 
	Cost per RSF

	Dearborn at I-90 (Wright Runstad)
	Jan 2004
	306,500
	$81.5
	$276

	7th & Marion (Opus)
	Jan 2004
	274,000
	$73.4
	$268

	Patricia Bracelin Steel Memorial (Opus)
	June 2005
	156,800
	$39.8
	$254

	Proposed NCOB (Wright Runstad)(2)
	Jan 2007
	261,000
	$70.2
	$269


(1) Project costs are in millions and represent total development costs excluding land and financing.

(2) Wright Runstad – Ranked #1 in RFP 108-03RLD selection process.

Overall Building Comparison:  An overall comparison between the proposed new county office building (NCOB), Dexter Horton Building, Exchange Building, and the Central building is shown in the following table.  

	Building
	Proposed NCOB Building
	Dexter Horton Building
	Exchange Building
	Central Building

	Year Built
	2007
	1922
	1929
	1907

	Age (@2007)
	0 Years
	85 Years
	78 Years
	100 Years

	Gross Building Area (GBA)
	
	363,327
	354,992
	200,065

	Rentable Square Feet (RSF)
	261,000
	317,949
	303,124
	194,241

	Useable Square Feet (USF)
	
	219,002
	299,637
	175,591

	King County Occupancy (RSF)
	261,000
	-
	126,326
	1,244

	King County Occupancy (%)
	100%
	-
	41.67%
	0.64%

	Retail (RSF)
	
	2,832
	10,850
	14,208

	% Retail
	
	0.89%
	3.58%
	7.31%

	Off-Street Parking (# of vehicles)
	250
	-
	-
	-

	Building Efficiency (RSF:GBA)
	
	12.49%
	14.61%
	2.91%

	Load Factor (USF:RSF)
	
	8.48%
	1.15%
	9.60%

	Vacancy Rate (July 1, 2003)
	0%
	8.61%
	21.57%
	34.30%

	Floor Plate Efficiency
	1.00
	1.20
	1.00
	1.12

	MMRF Reserve Fund ($/RSF)
	$1.00
	$1.50
	$1.50
	$1.50

	OPEX - Current Annual Operating Expense 
	
	$2,471,584
	$2,273,430 
	$1,119,478

	OPEX – ($/RSF)
	
	$7.77
	$7.50
	$5.76

	OPEX – Annual Increase
	
	3.00%
	3.00%
	3.00%

	Total Estimated Project Cost (millions)
	$89.0 (1)
	$105.4
	$89.2
	$59.6

	Total Estimated Project Cost /RSF
	$340 (1)
	$331
	$294
	$248


(1) NCOB price includes assumed $10 million in land value and excludes off-setting parking revenues.

Detailed Analysis:  Detailed architectural and engineering evaluation reports of the Central Building, Dexter Horton Building and the Exchange Building were provided in separate volumes and included reports by the following consultant teams:

· Seismic evaluations:



Coughlin, Porter, Lundeen

· Architectural evaluations:


NBBJ

· Space Planning evaluations:


Gensler Associates

· Mechanical /Electrical evaluations:

McKinstry

· Construction cost estimates:


Skanska

Cost estimates were developed for each of the acquisition opportunities based on these detailed architectural and engineering evaluations and included separate estimates for both levels of seismic upgrade.  These estimates are included in Attachment #8.

Build VS Buy Comparison:  An “Apples to Apples” cost comparison between the acquisition opportunities and the proposed new county office building was included in Appendix E of the executive’s report.  This chart was recently revised to reflect updated information and a copy of the revised chart is included in this staff report in Attachment #7.  The chart demonstrates the relatively small cost differential between new VS purchased buildings.  This relatively small cost differential combined with other qualitative advantages led to the recommendation that it was far more advantageous to construct a new office building than to acquire an existing building.
Land Liquidity:  Development on county-owned land provides a one time only opportunity to achieve liquidity on the land.  Under the provisions of the 63-20 tax exempt lease-lease back financing strategy the county has the option to make a policy choice to sell the land to the non-profit (Owner) and include the value of the land as part of the total project financing.  The county would then have access to the land value as a one-time CX revenue source at the time of bond closing (estimated approximately October 2004).  The land value will vary depending on the final site selected however; as an example, the report estimates the Goat Hill property value at $10 million.  The financing plan for the project is structured to assume a land value of $10 million will be included in the project.  At the end of the twenty-five year lease term land ownership reverts back to King County along with the building.  PAO staff confirmed the land liquidity concept was legally viable.  

Based on discussions with executive staff, inclusion of land value in the project will equate to $40/RSF of development cost and approximately $25.00/RSF in lease rent.  A test of the financial analysis confirmed that if land value were excluded from the project then lease rents would be reduced by approximately $3/RSF.  Council staff confirmed that the Goat Hill land value was based on an estimate.  Council staff confirmed that the property has not been appraised.  It should be noted that over 90% of the space in the proposed new county office building are either non-current expense (CX) or Internal Service Fund (ISF) agencies which would mitigate the lease cost impact to CX.

3.  Central Steam Plant:  The Executive’s recommendation to construct a new central steam plant for the county’s downtown complex of buildings and Harborview Medical Center concluded that King County would save approximately $535,000 per year in energy costs and equate to $8.2 million over the life of the term.  Additionally, Harborview Medical Center would save approximately $700,000 per year in energy costs.  The county complex of buildings requires a higher overall daytime load compared to Harborview Medical Center.  However, on an annual basis Harborview will utilize 65% of the combined total load due to its 24/7 operation.  The economic analysis for Co-generation resulted in speculative savings under certain assumptions and was not recommended for further consideration.  

The phase II economic analysis of the proposal conducted by R.W. Beck was a follow up to the Phase I study by Notkin Engineering; July 6, 2001.  Council staff confirmed the following:

· King County energy loads were based on historical data for existing facilities.

· The proposed NCOB loads were not included in the analysis.

· The Harborview Medical Center energy loads were based on existing facilities and do not include the Bond program expansion.

· Seattle Steam prices were based on two-year fixed pricing provided by Seattle Steam.

· Estimated future gas prices were provided by the consultant (R. W. Beck).

· Financial analysis assumed steam plant design, construction and operating costs will be amortized as part of the energy rates charged to agencies and Harborview.

· Steam line design, route, right-of-way, permitting, data confirmed with City of Seattle Engineering Department.

· Steam line installation cost estimates based on data provided by utility contractors.

It should be noted that if the county does not build a new office building on Goat-Hill then the steam plant construction cost estimate for a stand-alone building would likely be higher and the savings would likely be less.

Other Steam Boiler Institutions:  A review of several other major Seattle institutions that have either:

· constructed internal steam boilers in new construction,

· converted from Seattle Steam to internal boiler installations,

· continue to utilize existing internal boiler installations

	New Construction

Internal Boiler Installation
	Existing Construction

Conversion to internal Boilers
	Existing Construction

Internal Boiler Installation

	Seattle Justice Center
	Seattle U. Educational Building
	University of Washington

	Seattle City Hall
	Seattle U. Connolly Athletic Center
	Consolidated Hospital Laundry

	Fred Hutchinson Complex
	Seattle U. Bellarmine Student Dorm
	Providence Hospital

	Amgen Inc.
	Seattle U. Law School
	Several Seattle Schools

	Corixa Headquarters
	Seattle U. Student Center
	


In response to our request Seattle University Facilities Operations transmitted a letter (received on November 26th) summarizing the university’s recent energy experience.  Over the last 15 years the university has gradually reduced its dependence on Seattle Steam from a high of 95% until today in which only five of its campus buildings remain on Seattle Steam.  During this time the university experienced an average 35% reduction in fuel costs and a payback on investment of 3–5 years (Attachment #10).  

Testimony was received from Seattle Steam Company during the committee meeting on December 3, 2003.  Additionally, council was notified of the existence of a 10-year Seattle Steam and Harborview Medical Center contract agreement.  Executive staff requested additional time to reevaluate the Central Steam Plant analysis.  Executive staff noted that the Central Steam Plant is not on the critical path and that there is time to perform this reevaluation and bring it back to council early in 2004.
Per King County Code 4.04.075, a fiscal note outlining the fiscal impact of this legislation is required and is included in this staff report in Attachment #4.

Reasonableness:  Consideration of Proposed Ordinance 2003-0427 appears to be a reasonable business decision subject to policy choices and consideration of the following pros and cons.

Construct a New County Office Building

Pros:

· Allows risk-free 63-20 tax exempt development methodology.

· Development on county-owned land offers a land liquidity policy opportunity.
· County has the policy option to reduce develop costs by excluding land cost.
· A new building can be designed to exactly fit the county’s needs.

· Many of the proposed new county office building cost items are based on fixed cost commitments included in the developer’s proposal.

· Off-street parking can be provided for both convenience as well as a revenue source

· Easier to sub-lease space in a new building under county downsizing scenario.
· Easier to liquidate newer asset under a major downsizing scenario.
· Greater probability for inclusion in central steam plant (site dependent)

Cons:

· Occupancy is not possible until January 2007 at the earliest.

· Site selection has not been done and actual site costs could be greater than budgeted
· Final site selected may not be immediately adjacent to downtown Courthouse complex.
Acquire an Existing Building

Pros:
· Potential exists for lower acquisition cost if policy direction is to not perform a seismic, fire & life safety upgrade.
· Potential exists for an acquisition earlier than January 2007.

· Potential exists for acquisition of a building that exceeds the programmed need.
· Preserves future option on county-owned site.
Cons:

· Precludes risk-free 63-20 tax exempt bond financing on upgrade improvements

· The county must accommodate existing leases.

· Existing older buildings are less cost efficient to operate.

· Dexter Horton building has less space efficient floor plates.
· More difficult to sub-lease space under downsizing scenario.
· Potential risk of SBC substantial alteration declaration with future upgrades.

· Greater difficulty in liquidating an older asset under a major downsizing scenario.
· Acquisition opportunities include retail space (2,800 & 10,850 RSF).

· The short-listed buildings are relatively old (85 & 78 years).

· The short-listed acquisition opportunities do not include off-street parking.

· Acquisition opportunities are not immediately adjacent to downtown Courthouse complex.

Construction of a Central Steam Plant
Executive staff have requested additional time to analyze the Seattle Steam and Harborview issues discussed at the December 3, 2003 committee meeting before proceeding with the next phase of the central steam plant design.
Next Steps:  
· Independent Consultant (Staubach Company) report on the possible conflict of Interest which is currently scheduled for BFM Committee Meeting for Friday December 5, 2003.

· Commence with Phase II of the project:  Activities include:  Site selection, evaluation of alternatives, preliminary conceptual design, steam plant design, and permitting.

INVITED:

· Kathy Brown, DES Director, Facilities Management Division

· Dave Preugschat, DES Deputy Director, Facilities Management Division

· David Victor, The Seneca Real Estate Group

· Craig Kinzer, Kinzer Real Estate

· Terry Lundeen, Coughlin, Porter Lundeen

ATTACHMENTS:


1. Striking Amendment S1

2. Proposed Ordinance 2003-0427.1

3. Transmittal Letter, dated September 15, 2003

4. Fiscal Note

5. Councilmember Questions & Response Summary

6. Table 4.C; Proposal Analysis, Backfill of Existing Space

7. Appendix F; Proposal Analysis, Backfill of Existing Space w/ Detail

8. Cost Comparison Summary, dated October 1, 2003

9. Project Cost Estimate Summary

10. Seattle University Letter, dated November 26, 2003

� NNN - Triple net charges are added to base rent for operating expenses and real estate taxes. Charges include pro rata share of utilities, insurance, management, repairs and maintenance, janitorial service, waste removal, security, snow and lawn care.
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