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Staff Report 

SUBJECT

The Executive has proposed two pieces of legislation to effectuate the move all of county personnel currently leasing space in the Columbia Center Building.  

Proposed Ordinance 2008-0544 (discussed before committee last week) would authorize the move of the Executive, the Office of the Executive, the administrative office of the Department of Executive Services, the Office of Management and Budget ("OMB"), and most of what will constitute the proposed, new Office of Special Planning and Performance Management
 from the Columbia Center
 to Chinook Building (hereinafter collectively referred to as "Executive Agencies").

Proposed Ordinance 2008-0545 would appropriate and authorize the expenditure of $986,000 to accomplish this move.  

A.
Summary
1.
To effectuate the move, Executive staff report that $986,000 is required, primarily necessary to pay for tenant improvement construction.  

2.
Executive staff also report that approximately $400,000 has already been expended or committed to effectuate this move, although the Council has not approved an appropriation for this purpose. 
3.
Based on more current information provided by Executive staff, the requested appropriation could be reduced by $100,000 from $986,000 to $866,000. 
4.
Contrary to previous practice, Executive staff are proposing that the rent and costs for tenant improvements ("TIs") for the office space to be taken over in Chinook Building ("Chinook") be paid out of the Internal Support appropriation unit rather than from the base budgets of the affected agencies.

5.
Due to an oversight, the 2009 proposed budget does not include expenditure authority to pay for the Chinook 8th floor rent or TI repayment.

B.
Issues/Highlights
1.
Costs for move - $986,000
a.
Overview
When first presented at an October 15 meeting, Executive staff stated that the move costs broke out as follows:

	Move Costs

	$223,607 
	Columbia Center lease termination cost

	 266,000 
	ABT move to Admin 

	 496,393
	Columbia Center  move

	$986,000 
	Proposed budget
	
	


At that meeting, Executive staff also clarified that the ABT move had already been accomplished and the $266,000 already spent.

According to Executive staff, the move proposal was originated when the District Court decided to relocate its call center from the Yesler Building to its under-utilized space in the Courthouse.  District Court benefits from this move because it eliminates the Operations and Maintenance ("O&M") charge it incurred by occupying space in Yesler.
  Reminder: County-owned buildings, which have no underlying debt service, CX tenants do not pay rent but still pay O&M on a $/sf calculation.  

This District Court move freed up space that allowed BRED, located in 6100 rsf on the Columbia Center's 20th floor,
 to move to the Yesler Building.  Despite FMD having renegotiated terms for a multi-year lease extension for the BRED and Records Management space on the Columbia Center's 20th floor, that lease extension was never consummated.  Instead, the parties agreed to let that lease expire and the county to rent Records Management/BRED's space on a month-to-month tenancy during 2008.
  

Executive staff realized that it could be advantageous to move the personnel on the 32nd floor out of the Columbia Center location.  Based on their analysis, the only available space for the Executive Agencies was the under-utilized space on Chinook's floor 8, with spill over to the 6th floor.  This necessitated moving ABT off the 8th floor and into approximately 14,000 sf of empty space in the Administration Building.  Executive staff have estimated that this move will cost $986,000, with $720,000 of that allocated for tenant improvements for Executive Agencies in Chinook ($454,000) and tenant improvements for ABT in the Administration Building ($266,000).  
The Executive's proposal is to borrow that money from the LTL fund balance in 2008 and to be repaid over the next five years at $197,200 per year
 - with costs split between ABT ($53,782/yr) and the Internal Support appropriation unit ($143,418/yr). 
In other words, unlike ABT, which will have in its base budget for the next five years a line item to reimburse LTL for its $266,000 in tenant improvements to its Administration Building space, the Executive Agencies' budgets would not.  Executive staff suggest that the TI costs for these Agencies would be paid out of the Internal Support appropriation.  However, as Executive staff reported on October 30, the costs for tenant improvements are not included in Internal Support as originally thought.  

NOTE:  Additionally, the Internal Support appropriation unit also did not include any provision to cover the rent for the agencies proposed to occupy Chinook's 8th floor.  As there is no money in the base budget for the affected agencies, the result is that these costs are not accounted for in the 2009 budget.  The policy ramifications of this omission are discussed below.  

b.
Executive's estimate to move ABT from 8th floor of Chinook to 5th floor of Administration Building (the "Admin") - $266,000

When queried for a more detailed explanation of the ABT move costs, Executive staff provided the following detail:

	ABT Move Costs

	$186,577
 
	FF&E (purchase and installation of used cubes and workstations)

	     8,350
	electrical work
	
	

	     5,892 
	carpentry
	
	
	

	   18,486 
	painting
	
	
	

	        850 
	Hazardous Materials containment

	     3,592 
	utilities (cleaning space) 
	

	        850 
	security services for night FF&E delivery

	     2,045 
	project management
	

	   20,000 
	estimated technology/phones
	

	     3,000 
	move costs
	
	

	 249,642 
	$ already expended
	
	
	

	   16,358 
	remaining potential punch list items

	$266,000 
	Project budget


As can be gleaned from the information provided, almost all of the $266,000 is for tenant improvements.  Council staff have requested, but not yet received, the actual costs for the estimates used in this budget. 
c.
Executive's estimate to move Executive Agencies from the 32nd floor of Columbia Center to 8th & 6th floors of Chinook - $496,393
When initially presented to Council staff, the cost to move the personnel out of the Columbia Center was projected to cost $720,000 and comprised the following:

	Columbia Center  Move Costs

	223,607 
	Columbia Center lease termination cost

	496,393 
	Move from Columbia Center 

	720,000 
	Proposed budget


Upon further inquiry, Executive staff provided a further breakout of the tenant improvements presented at a meeting on October 22, 2008:

	Columbia Center  Move Costs

	$154,931 
	FF&E workstations – purchased used

	 137,525
	modular walls 

	 105,650 
	General Contractor work


	   30,000 
	new storage lockers for work stations  

	   17,000 
	phones

	     5,000 
	move supplies


	 450,106 
	TI subtotal

	   46,986
	contingency 

	$497,092
	total 


There is nothing programmed in this proposal for tenant improvements for the 6th floor (DES space), for Records Management in the Graybar Building, or in the Yesler Building for BRED.  According to Executive staff, these areas are turn-key ready.    
Also, Executive staff determined that the projected $223,000 early lease termination fee will not be charged to the county.  

When queried regarding the purchase of "used" works stations, Executive staff stated that they were not planning on using either the work stations at the Columbia Center
 or used furniture that the county purchased to outfit the Chinook Building.  Executive staff admitted that the decision to not use the used furniture was based on a perception that there was not enough furniture components to complete the work stations on the 8th floor.  Since that time Executive staff have committed to inventory this furniture and use what they can.  Executive staff now believe that they will be able to reduce the amount of used work space furniture that will need to be purchased, and thereby reduce the amount to be spent; although an estimate of savings is not available.  They state that they will not know until the space plan is finalized, the number of work stations determined, and the inventory of useable used furniture is performed. 

On October 30, the executive staff transmitted a revised general contractor cost, increasing that work by approximately $122,000, an increase that exceeds the project's contingency, thus making the 8th floor tenant improvements now $572,395.  

While Executive staff have stated they are reviewing the new general contractor work estimate for savings possibilities, they also stated that this cost increase could be made up from the $223,000 that will not have to be paid to terminate the Columbia Center lease.  

d.
Amounts already expended or committed - $380,642
To accomplish this move by December 2008, Executive staff report over $380,000 has already been spent or committed - consisting of $249,642 in spent costs for the ABT move, and $131,000 in material orders commitments for the Chinook Building's 8th floor tenant improvements. 

e.
Conclusion/Options 

Executive staff report that the actual floor plan for the Chinook Building's 8th floor has not yet been finalized.  As a result, it is unclear how the 8th floor will be divided between the Executive/Office of the Executive, OMB and OSPPM.  This project remains dynamic, not only in design but also in budget.  

It clear from the information provided that the $223,000 estimated for early termination is not required.  Therefore, the requested appropriation could be reduced by that amount.  However, with the $122,000 increase for general contractor work, the Council may want to consider reducing the appropriation only by $100,000, and restrict a portion of the remaining appropriation by some amount to ensure that a thorough "scrubbing" for reductions in the latest general contractor work budget and as an incentive to maximize the use of used furniture.  

If the Council (1) approves the move, (2) appropriates money to effectuate the move, and (3) adopts the Executive staff revenue proposal to fund the 2009 rent and TIs, members may also want to take portion of the $223,000 that the Executive staff acknowledge is not necessary and direct that $31,285 of the sum be appropriated to the MMRF fund for Chinook's 8th floor contribution that is not currently included in the Executive staff funding/budget proposal.  

C.
Policy considerations

1.
Rent and Tenant Improvement repayments for Executive Agencies not in their base budgets
The Chinook is owned by a non-profit with which the county has entered into a "lease-to-own" arrangement.  Tenant agencies, regardless of funding type (CX versus non-CX) pay rent in Chinook.  As has been recently acknowledged by Executive staff, no assumption of the rent obligations are in the Executive Agencies' base budgets; therefore, there is no provision to pay any rent in the 2009, regardless of whether the Executive Agencies are located in the Columbia Center or move to Chinook.  

Executive staff have asserted that to treat Executive Agencies similarly to elected officials located in county-owned buildings (i.e. those with no outstanding debt service), that the Executive Agencies' base budgets should neither include the rent for the Chinook space nor the TI repayments.  

Executive staff argue that to be treated "in parity" with the sheriff or the Council, which have no rent obligations included in their base budgets, the Executive Agencies should also not have that cost in their budgets.  However, if the Executive agencies were moving to county-owned space, such as the courthouse or the administration building, this proposed change in practice would not be necessary.  Executive staff propose that the Internal Support appropriation unit, generally used to pay for CX-only reimbursables that are difficult to calculate on an agency by agency basis,
 be used as the "pot" from which the Long Term Lease ("LTL") obligations, associated with occupying Chinook's 8th and 6th floors by these Executive Agencies, be paid.  
In 2008, the only two CX funded agencies in the Chinook Building (which, like the Executive and OMB, have their budgets paid out of the General Fund overhead model) are Ethics Office and the Ombudsman Office.  They were both charged rent (central rate 22 - appropriation unit 55331).
  In the Executive's submitted proposed 2009 budget, both are expected to pay for their Chinook rent and O&M assessments out of their base budget. 

When Council staff pointed out that the Executive staff proposal creates an incongruity with how the Ethics Office and Ombudsman are handled, Executive staff responded that the Council could consider moving their rent out of their base budgets and allocating them also to the Internal Support appropriation unit's LTL line item.
In other words, Executive staff propose that instead of the transparency of showing the Chinook rent applicable to the occupying agency in that agency's base budget, that it be accounted for in an appropriation unit that historically has been used to budget operating costs centrally for CX agencies when it is inefficient or not possible to budget the costs for each agency.  Again, it is worth noting that this is a proposed change from past practice.  Also it would be counter to the past purpose of the Internal Support appropriation unit since it is both possible to budget the rent to the applicable Executive Agencies and it has historically been accounted that way.  
2.
Failing to account for MMRF contribution

All agencies occupying space in county-owned or leased-to-own buildings are assessed per square foot of their space to pay for major maintenance and repairs to the county's buildings.  For CX-funded agencies, the monies are pooled in the General Fund.  Non-CX agencies have monies allocated for this central charge in their base budgets.  

In 2009, the tenants on Chinook's 8th floor should have been assessed $31,285 as a contribution to the MMRF.  Executive staff acknowledge that because this move proposal came together late, the major maintenance model was updated before move decisions were finalized.  They assert that the model will be adjusted for revised occupancies as part of the budget submittal for 2010.  However, the 2009 projected contribution will not be made.  

a.
Options 
An option is to include this $31,285 as part of the expenditures that the requested appropriation should cover.  As there is at least $100,000 of “float” in the requested appropriation, adding this amount would reduce the total reduction in MMRF work that executive staff proposes must be cut to balance the MMRF in 2010. 
3.
Prior to Council approval or appropriation, major elements of the move implemented
Although Executive staff knew as early as mid-June 2008
 that moving the Executive Agencies from the Columbia Center  to Chinook was a potential option, this topic was not raised at the Joint Advisory Group, ("JAG"), which is the Council/Executive high level staff group tasked with vetting major CIP and real estate proposals.  

Because this proposal was not discussed at JAG, the Council did not have the opportunity to discuss this proposal before $250,000 had been expended for the ABT TIs and $130,000 committed in material orders placed.  The Council is now in the position of having to approve or disapprove a move proposal when over half of the revised project budget has already been spent or committed.    

a.
Options
· Approve the appropriation at the full $986,000, realizing that this amount includes $223,000 of appropriation for early termination fees, which Executive staff have since acknowledged will not be necessary; or

· Approve an appropriation of $916,000, which is less than requested but is enough to cover the recent increase in the general contractor work ($122,000) and impose an expenditure restriction that $31,285 be used to cover the 2009 MMRF assessment for the 8th floor in the Chinook Building; and

· Include a proviso that a portion, $50,000, not to be expended until the savings (could set a minimum figure $25,000) from using the used furniture on the 8th floor is demonstrated to the Council in a report due by January 19, 2009; and  

· Approve the 2009 proposed budget without fixing the $620,000 lack of appropriation for the rent and TI repayment for Chinook's 8th floor.  This would require either that the Executive find money in the adopted 2009 budget or request a supplemental appropriation in 2009.  

Attachments:

A – Extracts from Long Term Lease spreadsheet used to track long term leasing by County agencies  
B – 2009 Lease costs for Executive Agencies in Chinook
C - Proposed Ordinance 2008-0545

D – Proposed Striker to 2008-0545

E – Title Amendment
� Business Relations and Economic Development ("BRED") will also be part of this new Office (hereinafter referred to as "OSPPM") but BRED will no be co-located with OSPPM.  Rather it is moving from the Columbia Center's 20th floor to the 5th floor of Yesler, in space previously occupied by District Court's call center.  


�.  These agencies take up the 32nd floor in the Columbia Center.  


� As it already has space in the Courthouse for which it was paying an O&M charge, this consolidation into existing space reduced District Court's overall O&M charges. 


 


� Records Management had the balance of the space leased on the 20th Floor totaling 2744 rsf.  





� Under the terms of the proposed lease extension, in 2008, BRED's rent would have gone from $22/rsf to $35/rsf.  The $35/rsf was the month-to-month rent.  In 2009, this rent would have increased to $36.05/rsf.  NOTE: Because BRED did not have in its 2008 base line budget sufficient money to pay the $13/rsf differential, it still owes the Long Term lease Fund over $64,000 for rent paid in 2008 on its behalf to the Columbia Center .  





� The Executive is not proposing that the LTL fund recover any interest under this repayment scenario. 


 


� Installation of hard walls, electrical, doors, HVAC, fire suppression.


 


� In answering the most recent questions, executive staff stated that moving may actually cost $25,000 and that it will come out of the project contingency. 


 


� Members will recall that the proposal to lease Columbia Center’s 32nd floor included the purchase of the furniture left on that floor.  Executive staff report that the work station furnishings are too big for the Chinook programmed work station.  Executive staff indicated that for those hard-walled offices on the 8th floor, office furniture from the Columbia Center will be used.  The work station furniture not being moved will be assessed and that which is marketable will be surplussed and that not deemed marketable will be disposed of.  


� The Internal Support appropriation unit is administered by OMB and is used to budget operating costs centrally for CX agencies when it is inefficient or not possible to budget the costs for each agency.  Examples include retirement pay-outs (for accrued vacation and sick leave), bus pass subsidies and unemployment compensation. (Emphasis added.)





� The Long Term Lease excel spreadsheet prepared by FMD and used by OMB in its 2009 budget preparations, clearly delineates that tenants in the Chinook building pay "rent."  Only the 8th floor does not have a department or division listed as the tenant.  On the spreadsheet provided to Council staff Internal Support is listed as the listed department or division responsible for that rent.  See Attachment A.  





� FMD received a quote from work station furniture supplier/installer on June18, 2008 for ABT work on Admin. 5th floor. 









