

Attachment A. 2005-0102

New County Office Building:

Prospective Tenants

Background

O

n October 11, 2004, the Metropolitan King County Council acknowledged the technical foundation and real estate research conducted under the auspices of the Facilities Management Division (FMD), and adopted Ordinance 15042 that, among other things, appropriated just under $1.6 million to design the New County Office Building (NCOB).  The New County Office Building proposal involves constructing a new King County office building on county-owned land to accommodate nearly 290,000 square feet of office space. 
That authorization included a proviso that restricted $150,000 of the appropriation.  Specifically, the County Council proviso stated:

“Of this appropriation for CIP project number 395209, King County Office Building Feasibility, $150,000 may not be expended or encumbered until the executive submits a report and council approves by motion a report that specifies the tenants to occupy the King County Office Building.  The report shall include rationale for the tenants and illustrate how the recommendations fit within the project financial proforma and the adopted and proposed annual space plans.  The report must be filed in the form of 15 copies with the clerk of the council and the chair and lead staff of the budget and fiscal management committee or its successor on or before January 31, 2005.” 

This report responds to that proviso by recommending that the following primary tenants will occupy the NCOB office building at opening.

· Health Department 
· Department of Community and Human Services Administration
· Department of Executive Services (DES) Director’s Office
· DES Information and Telecommunication Services Division
· DES Finance and Business Operations Division (Portions Thereof)
· DES Board of Ethics
· County Executive and Executive Offices
· Ombudsman’s Office
Consolidation of elections functions into the NCOB was also evaluated.

This report also presents the rationale behind these recommendations in the context of the most recent council approved and executive proposed space 

plans, and identifies changes to the original NCOB financial proforma transmitted to the County Council on September 15, 2003.

The occupancy recommendations contained in this report will be further refined as detailed programming and tenant improvement designs are developed.  These designs must be complete by mid-year 2005.  

Once the NCOB is occupied, the county’s leased space in the downtown area will be reduced from its current 26% of total occupied space to 6%, well within the adopted Space Plan targeted maximum of 10%.  Furthermore, the updated financial proforma with the executive recommended occupancies is projected to result in present value savings over the 25-year term of the 63-20 financing of $23.2 million, a savings well above the $11.2 million projected initially in September 2003.  The economics of the project as currently planned differ from the original economics as follows:

· Elimination of any savings associated with Central Steam since the current project does not include a central steam component ($8.2 million);

· Increasing net savings associated with converting leases to county-owned since more leased space is being converted ($9.5 million);

· Increasing utility savings since more leased space is being converted ($.2 million); and
· Increasing savings associated with new parking garage and aggressive management of parking ($12.9 million).
The County Executive may be requesting additional funding for:

· A Fifth Avenue Tunnel connecting the NCOB with the new garage

· Acquisition of additional property rights

· Construction of infrastructure for a NCOB Computer Center

· Office furnishings and modern work stations

Section 1

Space Plans

O

n November 25, 2002, the County Council passed the King County Space Plan 2002 as an amendment to the King County Comprehensive Plan.  This was the first Plan to incorporate recommendations by the Space and Facilities Peer Review Panel (Peer Panel) that included substantial structural and content changes from prior space plans.

That space plan concluded that the county needed no additional space during the current period.  However, it was concluded that the county was occupying excessive leased space when compared to total occupied space.  Accordingly, the executive proposed and the council confirmed existing space plan policies to move from high dependence on short-term leased space to owned space or leased space with options to own.  Furthermore, the 2002 Space Plan confirmed existing space plan policies to reduce reliance on leased space for meeting office needs for the county.  The 2002 Space Plan identified the acquisition or construction of a new office building in downtown as the key strategy to reducing reliance on leased space in the downtown area.

The executive, in assessing space standards, consulted with both Zimmer Gunsul Frasca and NBBJ, two of the largest and most renowned architectural firms in the country.  Both firms concluded that revised space standards would allow the county more flexibility in both acquiring new space and remodeling existing space.  By switching to new space standards, and using modern office layout and furnishings, the county would achieve efficiencies of space and real dollar savings.  The NCOB was viewed as the primary opportunity to achieve savings applying new standards and modern office layouts and furnishings. 

In February 2003 the County Executive transmitted for County Council consideration the 2003 Space Plan.  The County Council’s Budget and Fiscal Management Committee was briefed three times on the Plan but elected to defer approving a county space plan until the Council received the 2004 Space Plan and was ready to consider and approve the New County Office Building (NCOB).  

The King County 2003 Space Plan reaffirmed the need to continue efforts to reduce 
the county’s reliance on outside leased space.  Since the geographic size of unincorporated King County was continuing to shrink due to annexations and incorporations, one might expect corresponding reductions in staff.  This was found to not necessarily be the case, however, because 

many county services are provided to incorporated areas, as well as unincorporated King County.  Examples of county agencies that provide this type of regional service include Public Health, the Department of Transportation, and Records, Elections and Licensing Services Division.  Additionally, agencies that provide direct service to unincorporated King County also provide services to incorporated cities on a contract basis.  (The Road Services Division is a good example.)  Since a multitude of county services and corresponding staffing levels were not directly related to annexations/incorporations or current expense funding, it did not appear there would be significant reductions in King County staffing levels in the over the short or mid-term.  

Finally, in July 2004, the County Executive transmitted the 2004 Space Plan to the County Council in which it was concluded that a probable range of staffing outcomes for county departments over the next 10 years would not result in a significant reduction of downtown office space needs.  Rather, the staffing forecast was for a slight growth in space needs as the probable outcome.  In short, staffing reductions caused by the current plight of the county’s Current Expense fund would affect primarily suburban specialty locations with required staff reductions for staff located downtown apt to be offset by staffing increases projected by those agencies not reliant on the Current Expense Fund.

The King County 2004 Space Plan established the courthouse as a specialty facility for agencies that require security screening and a higher sense of security throughout their building.  Currently the county’s detention facilities and courthouses have this level of screening.  Duplicating this level of screening for general office settings is cost prohibitive.   Projected growth for agencies that currently occupy the courthouse as well as potential demand for additional space as the district and superior courts operational masterplans drive new facility plans would add to the demand for secured space in the courthouse.  It was concluded that during the next 10 years it would be likely that some functions not in need of the heightened level of security may be moved to other locations to make room for those functions that do have a heightened security requirement.  Another possibility is that functions needing the heightened level of security may be moved from the courthouse to other secured buildings.  Such moves are less likely if staffing levels at the lower end of the 2004 Space Plan forecasts prevail.  Nevertheless, there would in all likelihood be moves out of the courthouse over the long term to accommodate growth in functions requiring heightened security.

In response to a County Council proviso to Ordinance 14812, the FMD and the Department of Adult and Juvenile Detention formed a team to conduct a feasibility study of moving the Work Release Program from the courthouse and backfilling the vacated space.  Generally, the Council was interested in exploring the option of moving work release from the courthouse and using that space for general office purposes.  Based on the work of project consultants, the FMD reported that the movement of the county’s Work Release Program from the courthouse to another location and the backfill of that vacated courthouse space for other county functions is not cost effective. 

The cost of moving Work Release to a replacement facility and refurbishing and backfilling the courthouse space would far exceed the cost of installing an agency in the NCOB.

The 2002 Adopted Space Plan and ensuing Executive Proposed space plans have guided the formulation of the current occupancy plans for the NCOB.  Following is a table identifying the common space planning policies that apply:

	Policy Area
	2002 Adopted Space Plan
	2003 Space Plan
	2004 Space Plan

	Co-location
	Co-locate services where functional relationships and/or user accessibility warrant
	Co-locate services where functional relationships and/or user accessibility warrant
	Co-locate services where functional relationships and/or user accessibility warrant

	Courthouse
	Retain, upgrade, and restore the King County Courthouse for criminal justice functions
	Retain, upgrade, and restore the King County Courthouse for functions requiring weapons screening or a heightened level of security throughout the building
	Retain, upgrade, and restore the King County Courthouse so that it is available for functions requiring weapons screening and a heightened level of security throughout the building

	Leasing
	Start moving from high dependence on short-term leased space in the downtown area to owned space or long-term lease space with the option to own when lease space exceeds 10 percent of downtown occupied space and when it is shown that building ownership will pay off in the long run.
	Start moving from high dependence on short-term leased space in the downtown area to owned space or long-term leased space with the option to own when lease space exceeds 10 percent of downtown general office space and when it is shown that building ownership will pay off in the long run.
	Start moving from high dependence on short-term leased space in the downtown area to owned space or long-term leased space with the option to own when lease space exceeds 10 percent of downtown general office space and when it is shown that building ownership will pay off in the long run.


The NCOB is viewed as the primary vehicle with which to make further co-location moves.  Candidates for further consolidation were the various divisions of the Department of Executive Services, the Health Department, and the Department of Community and Human Services Development.  Occupancy in the county core complex of buildings was also viewed as a positive with proximities that address the goals of improving the functional relationships of county agencies and accessibility for both the public and county agency clients.

The Courthouse Seismic project was viewed as essential to the functionality of the courthouse as a special purpose highly secured facility.  All non-specialty functions that do not require high levels of security and are 

currently located in the courthouse are candidates for future move to other county buildings including the NCOB as functions requiring a high level of security need more space.  

The NCOB is the current focal point for reducing the county’s reliance on leased space.  Clearly, the thrust of NCOB occupancy would be to place those agencies currently leasing office space in the new office building.  It was generally acknowledged through the preliminary phases of the NCOB feasibility that there would be add on costs associated with moving county agencies out of county-owned space into the NCOB and backfilling that vacated space.  The thrust of the NCOB argument is savings associated with vacating leased space subject to market risk.  

Section 2

Preliminary Tenancies in the New County Office Building-Phase I Recommendations

T

he company Gensler was hired to perform a space needs assessment of those agencies currently occupying downtown leased space.  Their assessment included an identification of current occupancies, specialty space needs, and projected staff growth or decline.  Their assessment confirmed the King County Executive’s Space Plan 2003 long-term projections and calculated office space needs for those agencies using both the county’s proposed space standards (slightly modified) and a set of standard assumptions related to specialty spaces such as conference rooms, break rooms, and copy rooms.  
In September 2003, the FMD reported that, applying Gensler’s standard space requirements by agency and projections of staff growth for agencies that might be going into the new office building resulted in the tenancies presented in the following table:
           Preliminary Tenants New Office Building 

	Agency
	Current FTE’s
	Projected FTE’s – 2014 

	DES/Finance
	207
	205

	DCHS
	183
	229

	DPH
	349
	452

	DES/ITS
	156
	171

	Executive
	20
	21

	DES Admin
	5
	5

	Health Dept/Boren
	28
	29

	DCHS Pub Defense
	22
	23

	DES Print Shop & Surplus Prop
	20
	20

	Total
	990
	1155


The preliminary sizing of the building was placed at 261,000 rentable square feet excluding the mechanical room on the roof.

This NCOB occupancy assumed that the County Executive would ultimately occupy the 6th floor of the Administration Building once the DES Finance moved from both the Exchange and Administration Buildings to the NCOB.  

The projected FTE’s for each agency were based primarily on data accumulated as the 2003 Space Plan was developed.  These projections have been updated through the 2004 Space Plan transmitted in July 2004 and on subsequent analysis performed by the NCOB project team.  

Section 3

Preliminary Pro-Forma Financial Justification for the NCOB

I

n the September 15, 2003 transmittal, the FMD presented a preliminary financial proforma for the NCOB.  At that time, it was estimated that the NCOB and a central steam plant would achieve an estimated savings of $11.2 million (present value) over the 25-year financing term.  At the end of the twenty-five year period the county would own the building outright with no ongoing debt service obligation.  At that time, lease savings, central steam savings, parking income, utility savings, and sublease income were expected to provide an adequate revenue stream to:

· Achieve liquidity from the county-owned real estate used for the project.

· Provide the $11.2 million present value savings over 25 years.

· Cover major maintenance for the new buildings and tenant improvements for the County Executive Office in the Administration Building.

· Cover the costs of tenant improvements for the Prosecuting Attorney to move from leased space to the courthouse.

· Finance the new building resulting in ownership after 25 years.

The proforma made the following assumptions with regard to savings associated with conversion of leases to a county-owned facility.

	Agency
	Building Leased
	Occupancy RSF
	New Location

	DES Finance
	Exchange
	38,391
	NCOB

	DCHS
	Exchange
	45,446
	NCOB

	DPH
	Wells Fargo
	79,807
	NCOB

	DES Admin*
	Bank of America Tower
	1,497
	NCOB

	BRED*
	Bank of America Tower
	4,000
	NCOB

	PAO
	Key Tower
	4,409
	Courthouse

	DES/ITS
	Key Tower
	46,936
	NCOB

	PAO
	Bank of California
	16,797
	Courthouse

	DPH
	1916 Boren Bldg
	7,200
	NCOB

	DCHS
	Walthew Bldg
	3,000
	NCOB

	Print Shop/Surplus
	Graybar Bldg
	16,670
	NCOB


*No savings attributed to lease conversion

The proforma details were presented at Appendix F to report An Approach to Reducing King County Office Space Costs.

Since that time there have been a number of changes that would be reflected in an updated NCOB financial proforma.  These include:

· A decision on the building sites and adding the construction of a new parking garage to the NCOB.

· A decision to not construct a new central steam plant or a central NCOB plant serving other county-owned buildings.

· A decision to preserve the stream of revenues currently being generated by parking for Children and Families Programs both during construction and once both buildings are occupied.

· The confirmation of a guaranteed maximum price for the new building and parking garage.

· A confirmation final of financing and closing costs related to project financing and required reserves and a calculation of probable debt service requirements on the 63-20 debt.

· A final project schedule and financing date.

The remaining uncertainties associated with the proforma relate to the ultimate occupancies in the NCOB and the number of staff to be accommodated when the building becomes operational.  Occupancy recommendations will be discussed and presented in Section 3.  An updated financial proforma for the NCOB is presented at Appendix A.  The updated proforma incorporates all of the changes to the original proforma assumptions including building occupants.

Section 4 

Assessment of Occupancy Options and Recommendations

T
he FMD team has analyzed occupancy options for each of the prospective tenants for the NCOB.  These are tenants who currently lease office space in the downtown area.  Included in this assessment is an identification of the whether or not each agency was considered in the preliminary occupancies of the NCOB, an identification of changed conditions that may affect the recommendations for NCOB occupancy, how this occupancy would be consistent with adopted and proposed space plans, and how this occupancy would affect the financial proforma for the NCOB.  Other advantages to the recommended occupancy are also presented.  In summary, the current recommended occupancies for the NCOB are:

· Health Department Administration
· Department of Community and Human Services Administration
· DES Administration/Director’s Office
· DES Information and Telecommunication Services Division
· DES Finance and Business Operations Division (Portions Thereof)
· DES Board of Ethics
· County Executive and Executive Offices
· Ombudsman’s Office
During early February 2005, the Elections Section was evaluated as an additional potential tenant.  It was concluded that the NCOB could not effectively be configured to meet Elections needs.

Health Department

The Health Department is considered the anchor tenant for the NCOB.  As originally contemplated, units of the Health Department would move from leased space in the Wells Fargo Building and 1916 Boren Building to the NCOB vacating leases of 77,483 and 7,200 respectively.  The Health Department staffing growth has exceeded earlier projections because of unanticipated rapid increased funding through grants and homeland security initiatives.  Currently the Health Department leases 98,017 square feet in the Wells Fargo Building, a substantial increase in the amount leased during 2003.  The increase in rented space results in higher lease savings and justifies the increased size of the NCOB.  The Health Department has also elected to move staff of the Environmental Division from the currently leased Lynn Trust Building to the NCOB rather than vacate their leasehold in the 1601 Boren Building.  This move allows for necessary expansion of clinical services at the Lynn Trust location or eliminates the need to lease one floor in that building.  The term of the current lease ends December 2005.  This change is financially neutral.  This occupancy is consistent with preliminary occupancies identified for the building, accomplishes the Space Plan goals of co-location and reducing reliance on leased space.  The Health Department occupancy of the NCOB is recommended.

Department of Community and Human Services

The preliminary occupancy for the NCOB included a move of the Department of Community and Human Services from leased space in the Exchange Building and the Department’s Office of Public Defense from leased space in the Walthew Building to the NCOB.  This has not changed and is consistent with the Space Plan goals of co-location and reducing reliance on leased space.  There is no change to the NCOB proforma and this occupancy is recommended.

Department of Executive Services – Administration/Director’s Office

The preliminary occupancy of the NCOB included a move of the Department of Executive Services – Administration from leased space in the Bank of America Tower to the NCOB.  This has not changed and is consistent with the Space Plan goals of co-location and reducing reliance on leased space.  The Director of DES will be located in the same building as two large DES Divisions and in proximity to all DES functions currently occupying portions of the Yesler and Administration Buildings.  There is no change to the NCOB proforma and this occupancy is recommended.

Department of Executive Services – Information and Telecommunications Services

The preliminary occupancy of the NCOB included a move of the DES ITS Division from leased space in the Key Tower to the NCOB.  This has not changed and is consistent with the Space Plan goals of co-location and reducing reliance on leased space.  This also places the Division closer to many of its client agencies.  There is no change to the NCOB proforma and this occupancy is recommended.

A recent issue has arisen regarding the ITS Data Center.  Preliminary analysis has been conducted which could impact the long-term space and architectural infrastructure needs of the county’s Data Center.  Evaluation of business continuity is underway to identify precautionary measures to ensure continued operation of technology infrastructure necessary for critical county business in the case of an emergency situation (such as an earthquake).  Additionally, consultants have made recommendations regarding the consolidation of information technology functions, which, if fully implemented, could impact the amount of space and type of equipment required for the data center.  The consultant’s work is being evaluated, and the County Executive will make final recommendations later this year.

At this time, FMD staff are working with Wright Runstad’s electronics/ technology consultants and architects to develop cost estimates for various data center scenarios.  If necessary, FMD will prepare a recommendation to the executive for a supplemental appropriation request to cover the costs associated with the new data center requirements.  The analysis of this issue will continue over the course of the next few months.

Another component of the ITS Division is the printing and graphics function.  The preliminary occupancy of the NCOB also included a move of the Print Shop from the Graybar Building to the NCOB.  While a Print Shop copy center is appropriate for the NCOB, the NCOB, a Class A office building, and the Print Shop manufacturing functions are not necessarily a good fit.  There will be continuing efforts to find space in a county-owned building for the main functions of the Print Shop.  The creation of a small scale copy center in the NCOB is recommended to meet basic photocopying requirements of tenants in the core buildings as well as potentially clients of other agencies such as the City of Seattle.  However, it is also recommended that the main Print Shop, including the large-scale printing and graphics equipment, remain in the leased Graybar Building at least until the end of the current lease term, June 30, 2009.  About mid-lease term the long-term location of the Print Shop will be reconsidered.

Department of Executive Services – Finance and Business Operations 

The preliminary occupancy of the NCOB called for a co-location of all functions of the Finance and Business Operations Division in the NCOB with functions moving from leased space in the Exchange Building and from the King County Administration Building.  

There was some construction risk associated with the recommendation to move Finance functions from the Administration Building to the NCOB.  The Division has some specialty vault and cashiering spaces that would need to be built into the new building.  Mail bursting operations were also problematic, and upon further analysis, it is advisable for this function to remain in the Administration Building under any scenario.  The proposed move of Finance functions from the Administration Building to the NCOB help achieve the goal of co-location.  However, the move from the Administration Building did not result in reduced reliance on leased space other than the fact that the backfill occupant, the County Executive, would be moving from leased to the Administration Building.  The double move (Finance and the County Executive’s Office), and tenant improvements was assumed to add costs to the NCOB.  However, the proforma did not include an estimate for County Executive tenant improvements in the Administration Building.

For these reasons, the currently recommended occupancy in the NCOB is limited to primarily those functions that currently occupy leased space in the 

Exchange Building.  Although the goal of co-location is not fully achieved, the functions of the division will now be housed in two buildings in close proximity rather than several blocks apart.  Leaving Finance functions in the Administration Building saves about $2 million in tenant improvement costs to place the County Executive in the Administrative Building, and eliminates structural and space planning complications.   

Department of Executive Services – Board of Ethics

The preliminary occupancy of the NCOB did not provide space for the Board of Ethics who currently occupies 500 square feet of rented space in the Bank of America Building.  Occupancy in the NCOB would be consistent with the Space Plan goals of co-location and reduced reliance on leased space.  This move will also make the Office more accessible to the public.  There is added lease savings in the NCOB financial proforma and this occupancy is recommended.  

Department of Transportation – Fleet Surplus Personal Property

The preliminary occupancy of the NCOB provided space for surplus property.  It was assumed that this function would move from leased space in the Graybar Building.  Subsequently, the Department of Transportation has decided to co-locate both fleet maintenance and surplus personal property in appropriate warehouse space at the soon to be acquired Orcas Street warehouse.  Thus the lease savings associated with this move has been eliminated from the NCOB proforma and replaced with other occupants.  

County Executive and Executive Agencies

The preliminary occupancy of the NCOB included a move of Office of Business Relations and Economic Development (BRED) from leased space to the NCOB.  Preliminary plans called for the County Executive and the Office of Management and Budget to be moved from leased space in the Bank of America Tower building to the 6th floor of the Administration Building once the Finance and Business Operations Division moved to the NCOB.  The preliminary plans for the NCOB did not address the emerging space needs of the rapidly growing Office of Information Resource Management who recently occupied 5,132 square feet in leased space in the Bank of America Tower.  The only space alternative available for this function is in the NCOB.    

The preliminary plans for NCOB occupancy assumed that the County Executive and Office of Management and Budget (OMB) offices would require tenant improvements on the 6th floor of the Administration Building.  The rough estimate of costs to make these improvements is $2 million.  This assumption has material construction risk because the 6th floor work would require substantial asbestos abatement.  Furthermore, the County Executive 

and OMB would be required to continue leasing space until such time as the tenant improvements were complete adding to these costs.  (The current monthly rental rate for these functions is approximately $63,000.]

Co-location of the executive and immediate offices in the NCOB has the distinct advantage of co-location in the same building and in adjoining floors.  Thus, all executive offices would have ease of access for the public.  This would enhance not only the functionality within the various executive offices, but would place the County Executive in closer proximity with the various executive departments occupying the Administration Building, the Yesler Building, and the NCOB.  

Based on the fact that County Executive occupancy addresses the Space Plan goals of co-location and reducing reliance on leased space, and the fact that the costs associated with tenant improvements would no longer be necessary, the co-location of the County Executive and all County Executive offices in the NCOB is recommended.

King County Ombudsman

The FMD was unable to locate sufficient accessible space in the courthouse to accommodate the needs of the King County Ombudsman even though the courthouse and the administration buildings were identified as acceptable locations.  The preliminary plans for the NCOB did not address this function.  However, the NCOB’s location as a main entry point to the core campus lends itself as a desirable location for the Ombudsman.  Even though the Ombudsman occupancy does not address the goals of co-location or reducing the reliance on leased space, the easy public access of the NCOB is a significant positive factor.  Although the NCOB financial proforma would show no outside lease savings to support the cost of the building, the size of the requirement is relatively immaterial and this occupancy can be easily accommodated within the proforma.  The location of the Ombudsman in the NCOB is recommended.


Elections
Due to emerging concerns regarding the adequacy of facilities for elections functions, the NCOB was evaluated as a potential location for consolidation of elections functions.  Due to the need for warehouse-type space, the NCOB was ruled out as a potential Elections consolidation site. 

Other Functions/Activities 

There are a number of amenities planned for the NCOB that don’t necessarily relate to converting out of leases.  These include:


· Day Care Center – This Center will provide substantial services to both county employees and visitors to the county’s core buildings and should generate some rent income.


· Bicycle Storage and Showers – LEEDS compliant.  Given the high cost to the county of employee health benefits, it is strongly advised that elements such as this be included in the NCOB to improve employee health and wellness. 

· Wellness Center/Work-out Room – Again, this element of the NCOB is planned to help meet the high priority goal of promoting wellness and reducing health care costs.  This facility will be charged out to county agencies as a component to the FMD’s operating charges. 


· Conference Center - This facility will be charged out to user agencies with the residual costs charged out to county agencies as a component to the FMD’s operating charges. 


· Coffee Shop – This lease should generate rent income.


· Wayfinding Center – A kiosk with easy-to-read wayfinding will be incorporated into the design of the building. 


· Public Access Counters


· Dedicated Space for Consultant and Short Term Project Teams - These spaces would be converted to agency occupied space as needed.  Users will be charged for this space.

Section 5

NCOB Occupancies and Projected Accommodation of Employees

T
he numbers of employees to be accommodated in the NCOB have changed because of updated staff growth projections and modifications to recommendations as to which agencies would occupy the new building.  Early estimates were that the NCOB would be occupied by 1,155 employees by the year 2014 with office space of 261,000 rentable square feet.  These projections were based on preliminary recommendations for agency occupancy and the 2003 Space Plan staff projections.  Following is an update to these numbers.

Recommended Tenants New Office Building 

	Agency
	Current FTE’s
	Estimated FTE’s at NCOB Opening
	High End Projected FTE’s – 2014

	Health Department from Wells Fargo Bldg
	500
	544
	635

	Health Department from Lynn Trust Bldg
	42
	42
	42

	DCHS from Exchange Bldg
	182
	188
	201

	Portions of DCHS from Walthew Bldg
	22
	22
	23

	DES Administration Director’s Office from Bank of America Tower
	7
	7
	7

	DES/ITS from Seattle Municipal Tower (Key Tower)
	156
	177
	218

	DES Finance from Exchange Bldg
	143
	149
	164

	DES Board of Ethics
	1
	1
	1

	County Executive and Immediate Staff from Bank of America Bldg
	31
	31
	31

	OMB from the Bank of America Bldg
	43
	43
	43

	BRED from Bank of America Bldg
	20
	20
	20

	OIRM from the Bank of America Bldg
	20
	20
	20

	County Ombudsman
	9
	9
	9

	Total
	1176
	1253
	1414


The current projection is that NCOB occupying agencies will have 1,253 employees when the NCOB is occupied in 2007 and an estimated 1,416 employees by the year 2014 with the building sized at 284,252 rentable square feet.  

There are two strategies that will be employed to accommodate any future staff growth by occupying agencies.  The offices will initially be configured for ease of expansion through addition of work stations to the open work areas.  This strategy would allow for a 10 percent growth in employees per floor.  Additionally, the opening occupancy of the NCOB will have three non-programmed spaces located on floors 6, 7, and 12.  Those spaces will be used for consultants and short-term project teams on a reimbursable basis until such time as staff growth will make it necessary to assign the space to an individual agency.  These spaces are located in the building to accommodate growth for those agencies with the greatest probability of growth, the Health Department and the DES ITS.  The 12th floor space could also accommodate potential functional changes or growth for the Office of Information Resource Management.  Initially, these spaces would approximate the size of one of the standard NCOB floors, 20,000 rentable square feet. 

Section 6

Remaining Downtown Leased Office Space with Occupancy of NCOB 

T
he percentage of leased space in the downtown area will comply with the adopted Space Plan in that the percentage of leased space as compared to total occupied downtown space will be 6 percent.  Currently, 26 percent of downtown space, including the Graybar and Lynn Trust buildings is leased.  Following would be the remaining leaseholds in downtown once the NCOB is opened.

	Agency
	Leased Building
	Square Feet

	DOT
	Exchange Building
	34,378

	DCHS
	Bank of California
	6,417

	Health Dept
	1916 Boren Street
	7,920

	DCHS
	Walthew Building – Est.
	3,000

	ITS/Other
	Graybar Building – Est.
	16,670

	Health Dept
	Lynn Trust Bldg
	19,078

	Health Dept
	Prefontaine Bldg
	2,926

	Total Downtown Leased
	
	90,389


Once the NCOB opens, the percentage of leased space in the downtown area will comply with the adopted Space Plan maximum 10 percent goal.  Leased space will be 6 percent of downtown occupied space once the NCOB is occupied.

Section 7

Updated Financial Proforma Justification for the NCOB 

T

he FMD has updated the financial proforma for the NCOB.   The current estimate is that the NCOB will save the county approximately $23.2 million present value) over a 25-year financing term.  At the end of the twenty-five year period the county would own the building outright with no ongoing debt service obligation.  At that time, lease savings, parking income, utility savings, and sublease income are expected to provide an adequate revenue stream to:

· Achieve liquidity from the county-owned real estate used for the project.

· Provide the $23.2 million present value savings over 25 years.

· Cover major maintenance for the new buildings and tenant improvements for the County Executive Office in the Administration Building.

· Cover the costs of tenant improvements for the Prosecuting Attorney to move from leased space to the courthouse.

· Finance the new building resulting in ownership after 25 years.

The updated proforma makes the following assumptions with regard to savings associated with conversion of leases to a county-owned facility.

	Agency
	Building Leased
	Occupancy RSF
	New Location

	DES Finance
	Exchange
	38,391
	NCOB

	DCHS
	Exchange
	45,446
	NCOB

	DPH
	Wells Fargo
	98,017
	NCOB

	PAO
	Key Tower
	4,409
	Courthouse

	DES Administration*
	Bank of America Building
	2,200
	NCOB

	DES/ITS
	Key Tower
	46,936
	NCOB

	PAO
	Bank of California
	16,797
	Courthouse

	DPH
	Lynn Trust Bldg
	6,419
	NCOB

	DCHS
	Walthew Bldg
	3,000
	NCOB

	Executive and Executive Agencies*
	Bank of America Building
	35,044
	NCOB


*No savings associated with lease conversion assumed except for the Office of Information Resource Management and the Board of Ethics 

The proforma details were presented at Appendix F to report An Approach to Reducing King County Office Space Costs.

Section 8

Next Action Steps

T

he FMD has four potential items that will require County Council action.  The following items may result in future supplemental appropriation requests all to be funded from future bond issues.

Fifth Avenue Tunnel.  The County Council appropriated $100,000 to estimate scope, design, and costs of constructing a tunnel across Fifth Avenue from the northwest corner of Goat Hill.  The FMD expects to request funding for this project during the First Quarter of 2005.

Additional Property Rights.  The FMD is negotiating the acquisition of additional property rights associated with the NCOB.  These negotiations are proceeding and may result in a request for additional acquisition funding.  If additional funding is requested, the supplemental appropriation proposal will be transmitted during the First Quarter of 2005.

Computer/Server (Data) Center.  The NCOB development team and the DES ITS are identifying the specific infrastructure requirements related to installing a new computer/server (data) center in the NCOB.  Phasing opportunities are also being explored.  Executive staff are comparing options to meet data center needs, including retrofitting existing leased space, acquiring a new building, and building out space in the NCOB.  If it is recommended that a new computer center be constructed in the NCOB, estimated funding requirements in the range of $4.5 to $6.5 million will need to be approved by the Fourth Quarter of 2005 to meet the recently identified data center requirements.  The FMD expects that any request to fund a computer center will occur in the Second Quarter of 2005.

NCOB Furnishings and Workstations.  The NCOB development team will be working with NCOB occupant agencies to design tenant improvements by mid-year 2005.  Certain occupant agencies will need new modern work stations to most efficiently use office space in the building.  The development team will be working with occupant agencies to identify exactly what additional funding will be needed for these items.  This funding will be requested either during the Fourth Quarter of 2005 or as part of the 2006 Executive Proposed Budget.    
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