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REVISED STAFF REPORT
As reported out of the Capital Budget Committee

Proposed Substitute Ordinance 2008-0283.2 passed out of committee with a “Do Pass” recommendation.  A technical amendment was approved to remove references to two leases not included in the lease package.  There is no new funding required to implement the legislation.  
SUBJECT:
AN ORDINANCE authorizing the Executive to enter into lease renewals for various sites.  
SUMMARY:


Proposed Ordinance 2008-0283, if approved, will authorize lease renewals and a service level agreement (SLA) for space usage at twelve sites.  Three leases are for teen health clinic locations, six provide for Sheriff’s Office locations, one is for juvenile court counseling services, one is for a licensing service facility, and the SLA will provide for an alternate data center site in case of emergencies or disasters.  No new funding is required to support the agreements in 2008.  
BACKGROUND:
As provided for in K.C.C. 4.04.040, the council must approve leases that extend beyond the end of a fiscal year unless (1) the entire term of the lease is included in a capital appropriation ordinance, (2) the lease contains a cancellation clause allowing unilateral termination by the county or (3) the lease is approved by ordinance.  
In December 2005, the council approved Ordinance 15328 that revised KCC 4.04 to stipulate that a lease that extended longer than a cumulative two year period would also require council approval by ordinance.  This decision was made to ensure public transparency and to preclude leases being extended through an annual renewal clause or “daisy-chained”, thus creating a multi-year lease without council review.  
Council oversight for long term leases is intended to ensure that costs are controlled and reviewed regularly and that the leased space is consistent with the county’s adopted space plan, which reinforces this policy.  The space plan document states that:  
“The county shall continue to move from dependence on short-term leased space in the downtown Seattle area to owned space or long term leased space with the option to own when lease space exceeds ten percent of downtown occupied space and when building ownership will provide a long term cost benefit to the county”.  
This policy acknowledges that owning is usually more economical in the long term.  The 10% threshold target policy is to maintain a balance between leased and owned space that is cost effective and efficient for the county.  Obviously, there will be peaks and valleys in demand for leased space to meet county needs.
The county currently occupies 1,535,711sf of office space in the downtown corridor.  This space is leased, owned or leased to own.  The occupation of the Chinook Building has reduced the amount of leased space by approximately 290,000 sf, bringing the total leased space to an estimated 86,111sf, thus reducing the percentage of leased space in downtown Seattle to approximately 6%.  
ANALYSIS:
To comply with KCC 4.04.040, the Executive is proposing the renewal of eleven long-term leases that have periods that range from one to five years.  Additionally, as advised by the Prosecuting Attorney’s Office (PAO), the Business Continuity Project alternate data center SLA is also forwarded for discussion with this lease package and will be discussed separately later in this report.  
The leases listed below reflect ongoing county programs and shows the facilities proposed for lease renewals, the expiration of the previous lease, and the term proposed for the renewed leases.  
Table 1.  Proposed Lease/Agreement Terms
	Facility
	Expiration Date of Previous Lease
	Expiration Date of Proposed Lease
	Length of Term

	Public Health – Teen Clinics:
	
	
	

	Rainier Beach High School
	06/30/2007
	06/30/08
	1 year

	Ingraham High School
	06/30/2007
	06/30/08
	1 year

	Cleveland High School
	06/30/2007
	06/30/08
	1 year

	Sheriff’s Office
	
	
	

	Skyway storefront
	12/31/07
	12/31/08
	1 year

	White Center storefront
	12/31/07
	12/31/08
	1 year

	Fall City Fire District 27
	12/31/07
	12/31/09
	2 years

	Kirkland Marine Patrol
	3/31/08
	3/31/10
	2 years

	Fairwood storefront
	7/31/08
	7/31/11
	3 years

	Renton storefront
	5/31/08
	05/31/11
	2 years

	Licensing
	
	
	

	Cottage Lake Service Center
	12/31/07
	12/31/10
	3 years

	Juvenile Court Services
	
	
	

	Bellevue counseling office
	05/31/08
	05/31/13
	5 years

	Office of Information Resource Services
	
	
	

	Alternative Data Center (ADC) – Washington State Department of Information Services SLA
	Good until terminated by either party
	N/A


Some of the agreements are retroactive and the current lease has expired.  Lease negotiations can sometime become protracted, taking months to finalize terms.  Leases usually include “hold over” clauses that allow the tenant to continue occupation of the rental space until negotiations for a new lease are completed.  If negotiations become prolonged, these “hold over” clauses can be in effect for some time.  By the time council action is taken on the legislation, the lease could appear to be retroactive.  This is not an unusual occurrence.  

Additionally, the time involved for legislation to be created, approved, and transmitted by the Executive and to be referred, considered, and adopted by the council can take up to six months.  This process timeline can also make beginning lease term dates appear to be retroactive when considered by the council.  
Proposed Lease Renewals

The proposed leases are for sites that have been occupied by the county for some time, with one site, the Cottage Lake licensing service center, occupying the same location since 1993.  No new square footage has been added at these sites for usage during the next lease period.  The square footage for the sites ranges from 125 square feet to 3,600 square feet.  

The county rents space in approximately 50 buildings that are appropriated in Fund 3310, the long term lease fund.  The Facilities Management Division (FMD) manages the leases and the fund.  The estimated annual rental costs are appropriated in this fund and approved by the council during the budget process.  There is no fiscal impact associated with approval of these leases, as the annualized cost of $210,000 is included within the 2008 budget master project $27 million appropriation.  ($79,000 for the ADC service agreement will be funded through operating charges by OIRM to county agencies.)  The following list shows the length of time for each, as well as estimated annual costs:
Table 2.  Proposed Leases Costs
	Facility
	Time at this location
	Monthly Rate
	Square Footage
	Estimated Annual Cost

	Public Health – Teen Clinics:
	
	
	
	

	Rainier Beach High School
	since 1995 
	$0 
	416 sf 
	$0 

	Ingraham High School
	since 1995 
	$0 
	423 sf 
	$0 

	Cleveland High School
	since 1995 
	$0 
	200 sf 
	$0 

	Sheriff’s Office
	
	
	
	

	Skyway storefront
	since 1995
	$1,300 
	1,216 sf 
	$15,600

	White Center storefront
	since 1993
	$960 
	950 sf 
	$11,520

	Fall City Fire District 27
	since 2004
	$200 
	125 sf 
	$2,400

	Kirkland Marine Patrol
	since 1990
	$1,954 
	1,066 sf 
	$23,448

	Fairwood storefront
	since 2005
	$1,092 
	1,000 sf 
	$13,104

	Renton storefront
	since 1998
	$2,153 
	1,296 sf 
	$25,836 

	Licensing
	
	
	
	

	Cottage Lake service center
	since 1999 
	$1,875 
	12,618 sf 
	$22,500 

	Juvenile Court Services
	
	
	
	

	Bellevue counseling office
	since 1998 
	$8,013 
	3,600 sf 
	$96,156 

	Office of Information Resource Services
	
	
	
	

	Alternative Data Center – Washington State Department of Information Services SLA
	New Service Level Agreement  
	$6,612 
	
	$79,344 


Alternate Data Center (ADC) Service Level Agreement

The county’s Office of Information and Resource Management embarked upon a Business Continuity project in 2003 to ensure that essential service support was established in case of emergencies or disasters.  The project is also intended to ensure that critical computer applications are maintained should a significant disruption in county essential business services occur.  Such a disruption could result from a terrorist incident, cyber terrorism act, natural disaster or other emergency.  
The PAO recommended that this service level agreement be forwarded with the lease package because although the SLA is for a package of services, they will be provided within leased space provided by the State of Washington Department of Information (DIS) Services Data Center.  
A facility agreement with the State was signed in March 2007 to move forward with a build-out of the space.  The ADC site consists of two 300 square foot caged areas.  One will be used for office space for server administrators to manage and maintain the equipment while the second is on the data center raised floor to house the servers and data communications equipment.  Power including backup generators and cooling are provided by DIS.  
Possible KCC Revisions
Since KCC 4.04 was revised to reflect the cumulative two year policy, two items appear to be unclear:  (1) when the cumulative two years “clock” starts to run and (2) whether the leases for review under this section include properties that are not occupied by county employees, such as park and ride lots, bus shelters, etc.  In October 2007, the Capital Budget Committee directed council and executive staff to work together to clarify the type of leases that are subject to council review in the code and the type of real property is subject to the cumulative review.  This work has not yet been done; however, staff are committed to completing the project prior to the budget transmittal.  
Amendment

Proposed Ordinance 2008-0283 inadvertently included references to two leases not included in this proposed package.  Consequently, an amendment has been prepared to remove the references from the legislation.  
REASONABLENESS:

The leases proposed for renewal meet the code requirements for council review and approval of the leases will allow the continuation of county services in their current locations.  The ADC service level agreement will satisfy the long term goal of providing essential service support and protecting critical computer applications in emergencies or disasters.  Approval of the amended legislation would constitute a reasonable business and financial decision.  
O:\Budget & Fiscal Management\St. John\Legislation\Lease Renewals\06-18-08 lease pkg\2008-0283 Lease Renewals pj 06-18-08 REV sr.doc
1

