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STAFF REPORT
SUBJECT:
Today’s discussion addresses four pieces of legislation related to the use of space in King County.  They are:  

1. Proposed Motion 2004-0268:  A motion to approve the Executive’s report titled Feasibility Study – Relocate and Backfill Work Release.

2. Proposed Ordinance 2004-0378:  An Ordinance adopting the 2004 King County Space Plan.

3. Proposed Motion 2005-0102:  A motion approving the facilities management division report titled New County Office Building: Prospective Tenants, and supporting occupancy recommendations in the New County Office Building in response to a proviso included in Ordinance 15042

4. Proposed Ordinance 2005-0266:  An Ordinance making a supplemental appropriation of $667,000 of expenditure authority to complete due diligence, programming, and planning necessary to proceed with the acquisition and redevelopment of a potential site to consolidate King County elections operations.

SUMMARY:


King County is uniquely positioned with the opportunity to make space planning decisions affecting over 400,000 sf of leased office and specialty use space that will influence how King County Government will function for years to come.  During the month of June staff will address a wide range of interrelated space use and planning issues associated with the above legislation and the emerging conditions summarized below.

Week # [June 1]:  The first week’s discussion reacquainted members with the background and summary of the proposed legislation, current status of existing conditions, and emerging conditions and the interrelationship of the moving parts.

Week #2 [June 8]:  Two weeks ago staff presented analysis and consideration of potential alternatives

Week #3 [June 22]:  Today staff will present further analysis and consideration of potential alternatives
Week #4 [June 29]:  Discussion of further analysis of additional information.
Week #5: [July 6]: Discussion and possible action on legislation/amendments/Chair striker
Emerging Conditions

The June 1, 2005 staff report summarized a series of short and long-term emerging conditions that will affect the use of space in King County.  Many of these conditions will not be resolved in the short term but they should be taken into consideration and inform the discussion.  A summary of the emerging conditions discussed at last week’s meeting are:

· Elections Consolidated (legislation was transmitted on June 2, 2005)

· District Court Operational Master Plan
· Surplus of the Kent James Park & Ride Lot
· Relocation of Criminal Investigation Division (CID
· Broader Review RJC Operations
· Superior Court Targeted OMP
· Sheriff OMP
· Integrated Regional Jail Initiative
· Skybridge Replacement Feasibility Study
· Information Technology:

· Strategic Technology Plan
· Information Technology Organization Project
· Mainframe
1.  POLICY FRAMEWORK




· In 2003 the council adopted a space planning policy for occupied space in the downtown area; this policy was based upon the recommendations of various expert panels.  The adopted policy for downtown occupied space is that at least 90% of county facilities is to be in owned space, with a maximum of 10% in leased space.  The Properties Expert Review Task Force (PERT) and the Peer Review Panel Report – A Template for Space Planning, December 2000 recommendations emphasized the need for some leased space to allow flexibility for space requirements to expand and contract based upon short term needs such as, special projects, grant revenue backed programs, etc..

· Based upon that policy, in 2004 the council approved the lease for construction of a NCOB totaling $100 million through a 63/20 financing method.  The council approved this facility based upon revenues becoming available to reinvest in services as early as 2014 [$160,000 and increasing annually] and the building being paid off by 2035 wherein another $15.3 million (Attachment #11) would be available annually for reprogramming into services. [based upon the financial pro forma –Attachment #11]

The adopted 2002 Space Plan policy states:

“Start moving from high dependence on short-term leased space in the downtown area to owned space or long-term leased space with 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.”

NCOB:  In 2004, as a result of programmatic and zoning opportunities, the NCOB was increased in size from its originally proposed size by roughly two-floors (29,257 rsf).  This increase in size roughly translates into $10 million of additional project cost.  Part of the rational to increase the size of the building was based on the recommendations of the Peer Review Panel Report – A Template for Space Planning, December 2000, which stated that:

“if the county constructs a new building it should build the biggest building the site can accommodate.”

When the County applied this recommendation to the NCOB it resulted in a conflict with the County’s adopted policy to limit leased space to no more than 10% of downtown occupied space.  Consequently, upon completion of the NCOB, the County will exceed its owned versus (VS) leased policy by 48,000 square feet.  Or, to put it another way, the County could have built a smaller NCOB and still remained within its adopted owned VS leased policy.

As noted in previous staff reports, upon completion of the NCOB in 2007, the County will for the first time exceed the policy.  The percentage of leased space to downtown occupied space to owned space will be as shown in the following table:

	Category
	2004 Space Plan
	After NCOB
	Difference

	Total Leased
	317,130
	93,127
	(224,003)

	Owned Downtown
	1,033,726
	1,324,064
	290,338

	Total Downtown Occupied Space
	1,350,856
	1,417,191
	66,335

	Percentage Leased to Downtown Occupied
	23%
	6.6%
	

	Excess owned space above policy
	
	48,600
	


Had the County not increased the size of the NCOB in 2004, the percentage of leased to downtown occupied space would have been 8.6%.

Consolidating elections in the proposed new acquisition in lieu of using existing county-owned space would further increase the excess of county-owned downtown space by an additional 60,000 rsf.

	Category
	After NCOB
	Addition of New Elections Building
	Combined Total

	Total Leased
	93,127
	
	93,127

	Owned Downtown
	1,324,064
	60,000
	1,384,064

	Total Downtown Occupied Space
	1,417,191
	
	1,477,191

	Percentage Leased to Downtown Occupied
	6.6%
	
	6.3%

	Excess owned space above policy
	
	
	108,600


The decision to build a new office building for King County was based upon the adopted 2002 Space Plan policy to reduce the County’s reliance on leased space.  The analysis was validated by numerous expert consultant reports and recommendations over several years.  In 2003 and 2004, Seneca/Kinzer real estate consultants provided several briefings to the Council and contributed to a report a report entitled Alternatives to Reliance on Leased Space.  Two independent task forces,  the Properties Expert Review Task Force (PERT), and the PEER Review Panel, hired by the Council, also validated the policy.  Additionally, in December 2003, the Staubach Company, an international real estate firm, confirmed that the NCOB analysis was consistent with the adopted policy.

This is one area that staff will need to further analyze with the assistance of our consultants, Staubach Co.  Staff need to better understand the cost benefit of the various implications of what at first blush appears to be “over building”.
Savings for Services:  Implicit in Council’s approval for the New County Office Building was that owning would initially cost more than leasing but that after a few years the project would achieve breakeven and thereafter produce additional savings which could be used to pay for services.  In July 2004, in a presentation to the BFM Committee, Seneca/Kinzer provided an update to its earlier analysis that the proposed NCOB would achieve breakeven after 14 years (Attachment #10).  In September 2004, at the time the Council approved the final NCOB lease and development agreement, the financial plan demonstrated that project would achieve breakeven by 2011 ($160,677) and increase every year thereafter.  Additionally, when the debt service is retired in 2035, the County will own the building outright which will eliminate the need for annual lease payments altogether.  In 2035, the projected annual savings (revenues above expenses) will be $15.3 million (Attachment #11).  The proposed acquisition of a new elections building is estimated to delay these annual savings for services by approximately seven years (+/- $5.7 million).

Timeline:  A timeline showing key milestone dates for the proposed Space Plan, proposed NCOB Tenants, proposed Elections Building acquisition, WER Feasibility Study Legislation, and related elections and technology reports illustrate the interrelationship of space planning deadlines, reports, and decision points.  The attached timeline is included in Attachment #12.

PURCHASE OF 1130 RAINIER AVENUE BUILDING

Executive’s Proposal:  The Executive proposes to purchase an existing 60,000 square foot, three-story building and an adjoining 140 car parking structure located at 1130 Rainier Avenue in Seattle (1130 Rainier building) at a cost of $13.73 million.  The county would also purchase two adjacent parcels, totaling 16,000 square feet at a cost of $1.6 million.  The two adjacent parcels would be used for parking in the near term and would be available longer term for additional facility expansion.   The project budget, including tenant improvements to the building, totals $22.81 million.  The 1130 Rainier building would house all election operations facilities for the county, as well as an expanded county data center.  

Reasonableness:  Staff analysis of this proposal is detailed in Attachment #13 of this staff report.  The following “reasonableness” tests are preliminary and may be changed upon receipt and review of executive responses to committee and staff questions.
Pros:

· A preliminary view of the 1130 Rainier building appears to satisfy the facility needs of a consolidated elections operation facility.  
· The building has 44,000 square feet available for elections operational needs, and potential for growth if necessary. 
· The interior space is open and unobstructed making the operations within the building easy to observe.  
· The building has high ceilings and flexibility to expand and contract with elections low and peak times.   
· Building has loading dock to handle large deliveries.
· Recommendations in the report of the Citizens’ Elections Oversight Committee (CEOC) dated May, 2004, included consolidation of elections operations in one facility.
· Consolidating Elections in another county office building or to the new county office building could increase county costs by requiring improvements for loading, equipment and storage.
· Adjacent parcels could provide up to 190 parking spaces for the use of elections workers and the public and could also be used for future expansion.
· The 1130 Rainier building appears to satisfy facility needs for the county Data Center, though it is not clear at this time if the Data Center needs 16,000 square feet (as compared to the 6,000+/- square feet it currently occupies).  
· The cost of improvements and the cost of moving the Data Center to the 1130 Rainier building appears to be lower than the cost of improvements and cost of moving the Data Center to the new county office building.
· The 1130 Rainier building is projected to be ready for occupation by elections operations by mid-2006.  The new county office building will not be ready for occupation until 2007.

Cons:

· The Council has not received the staffing plan and elections needs evaluation requested in Motion 12099.

· Purchase of the 1130 Rainier building would add $22.8 million to county debt.  Debt service would be and estimated $1.78 million per year.

· Purchase of 1130 Rainier building may be premature pending recommendations of three independent expert groups that are currently in the process of evaluating King County elections.

· Payment debt service on the purchase of a new building could reduce the funding available to resolve the staffing, training, and public trust issues identified by the variety of experts who have reviewed and are reviewing King County elections.

· Under the county’s space plan policy, the county should own 90% of its downtown office space and lease no more than 10% of its office space.  With the addition of the new county office building, the county will own more than 90% of its office space.  Purchase of the 1130 Rainier building would result in the county owning about 96% of its Seattle office space.  Instead of leasing about 10% of its space, the county would own about 5.3%.  This is inconsistent with the county’s space plan policy.
· The cost of purchasing the 1130 Rainier building for Elections and the Data Center would exceed the cost of making improvements in current county-owned office space or in the new county office building for Elections and the Data Center.  

· Use of the 1130 Rainier building especially during peak times around elections may adversely impact traffic and on-street parking, particularly on Rainier Avenue and in the residential neighborhood to the west of the building.  

· There is limited public transit access to the 1130 Rainier building as compared to transit service to the Seattle downtown core.  An unintended consequence of employees having to transfer to other bus lines to reach the 1130 Rainer building may cause them to drive to work. This could work against the county’s policy to encourage people to take public transit. 

· The 190 parking spaces at the 1130 Rainier building are not enough to accommodate the estimated 425 staff working during peak times, particularly since there are fewer transit options for staff to commute to the 1130 Rainier building.  The stalls available during off peak times may encourage employees currently taking the bus using free county issued bus passes to drive and park.  Were this to occur, another unintended consequence might be employees parking for free and creating a working condition that would need to be negotiated in future labor agreements.  To mitigate for that consequence, parking rates would need to be created by ordinance.

· Relocation of Administration would separate it from Records and Licensing functions of the Records, Elections and Licensing Services (REALS) Division.  This is not consistent with space planning policy to co-locate county functions whenever feasible.

· Moving the Data Center to any new facility could add as much as $2.0 million to ITS costs in 2006. 

· Purchasing new space for the Data Center may be premature pending the results of technology studies and planning currently underway that may reduce the size needed for the Data Center, may move away from mainframe technology, or may suggest moving away from county ownership of the computer mainframe.

· Purchase of the 1130 Rainier building will increase the cost of elections to suburban cities and potentially could increase internal service charges for Information Technology.

· By moving forward on due diligence and other investments, the Council could be limiting or precluding alternatives for locating a consolidated elections facility and/or the county’s Data Center.  The tenants for the new county office building must be determined by July 15th, or the new county office building project will experience significant budget and/or schedule impacts.  If the Council decides now to proceed with purchase of the 1130 Rainier building by investing in due diligence work and design for tenant improvements, it appears that would preclude a decision to put elections and/or the Data Center in the new building.  It could also limit alternatives for locating elections or the Data Center in other downtown office space.

Next Steps
In addition to analysis of the comprehensive response to questions posed to Executive staff which remain forthcoming, staff analysis continues on the costs and benefits of the 1130 Rainier building as compared to using existing leased or county-owned office space.  

PROPOSED NCOB TENANTS

The project is a $100 million, 290,338 rentable square foot
 (rsf) 13 story office building with parking for 94 vehicles to be located on the existing Automotive Center site augmented by an 820 vehicle parking structure on Goat Hill.  Bonds were sold in January 2005 for the project and construction of the parking garage on Goat Hill (Phase 1) is currently under construction.  The parking garage is currently scheduled to be complete in the fourth quarter of this year.  Demolition of the existing county parking garage and construction of the NCOB (phase 2) will begin immediately following completion of the Goat Hill parking garage.  The timeline by which the Council must act on this programming is mid-July (Attachment #24).
Reasonableness:  Staff analysis of this proposal is detailed in Attachment #14 of this staff report.  The following “reasonableness” tests are preliminary and may be changed upon receipt and review of executive responses to committee and staff questions.
Pros:

· Two floors were added to the program in 2004 (29,257 rsf).
· All proposed NCOB tenants currently reside in lease space
 which is consistent with the Space Plan policy to reduce dependence on lease space.

· The 2005 proposed tenants include additions and deletions to the agreed upon proposed tenants in 2003 and 2004.  A summary of the additions and deletions are shown in Attachment #15.  The initial proposed tenants were not primarily current expense dependant.
· The adopted Space Plan policy to co-locate services where functional adjacency and/or user accessibility warrant has been improved for some agencies in the 2005 proposed tenants.  These include:

· Department of Public Health space includes additional DPH groups and is significantly increased in area

· Executive, OMB, OIRM proposed move from BOAT to the County’s downtown complex of buildings (Courthouse, Administration Building, or NCOB) will improve functional adjacencies with other executive departments.

Cons:

· The 2005 proposed tenants include additions and deletions to the agreed upon proposed tenants in 2003 and 2004.  A summary of the additions and deletions are shown in Attachment #15.
· The adopted Space Plan policy to co-locate services where functional relationships and/or user accessibility warrant has been diminished for some agencies in the 2005 proposed tenants:  These include 

· Division of Finance (Administration Building) is no longer proposed to be co-located in the NCOB.

· Department of Public Health still has a large group in the Yesler Building.

· Separation of ITS and the ITS/Data Center.

· Executive & OMB proposed move from BOAT to any building other than the Courthouse will diminish functional adjacencies to other elected officials (Sheriff, PAO, Presiding Judges, Assessor, and Council).

· The proportion of CX to non-CX agencies has increased which will have an impact on the CX fund.  CX agencies have increased from 17,891 rsf to 42,246 usf (7.66% to 20.7%).

· It will be difficult to assess increased DPH projected space needs until completion of its OMP which is not scheduled for 2-years.

· The threshold date for engineering drawings for specialty non-standard tenant improvements (data center, print shop, cafeteria, conference center) to allow bidding with the building shell & core was May 25, 2005 (120 days after bond closing).  Any decisions to relocate the Data Center or other non-standard use will become more costly with the passage of time.

· Proposed acquisition of a new elections consolidation building in lieu of adapting existing space will further exacerbate the 10% leased to owned threshold and create more square footage than needed.

· The Executive proposal to consider a new elections facility and conduct “due diligence” would preclude elections as a candidate for programming in the NCOB.
NEXT STEPS:

In addition to analysis of the comprehensive response to questions posed to Executive staff which is forthcoming, staff analysis continues on the costs and benefits.

WER RELOCATION

In December 2003 during the review and approval of NCOB Phase I (Ordinance 14812), the council requested a feasibility study of the existing Work Education Release (WER) space within the Courthouse to confirm if the space could be converted to a more compatible use such as office space.  

Reasonableness:  Staff analysis of the Feasibility Study recommendations is detailed in Attachment #16 of this staff report.

Pros:

· The proposal to relocate WER out of the Courthouse is consistent with the adopted 2002 Space Plan policy to Retain, upgrade and restore the King County Courthouse for criminal justice functions as well as the proposed 2004 Space Plan variant on this policy:

“…so that it is available for functions requiring weapons screening and a heightened level of security throughout the building.”

· The proposal to relocate WER out of the Courthouse is consistent with the adopted 2002 Space Plan policy to develop and maintain safe, attractive public buildings that create a good image for government and that are sound financial investments.

· The potential for expansion of WER operations at KCCF is consistent with the policies AJOMP & JJOMP to encourage alternatives to incarceration.

Cons:

· Based upon estimates included in the study renovating WER space will be relatively expensive.

· Relocation of WER cannot start until after completion of the Integrated Security Project (ISP) project (estimated February 2007).

· Various law/justice planning efforts may influence relocation of WER.

· Regional Jail Initiative may influence relocation of WER

NEXT STEPS:

Staff analysis continues

PROPOSED 2004 SPACE PLAN

The County Space Plan consisting of space standards, current and future space needs, and county facility development policy framework, is a subelement of the public facilities element of the comprehensive plan.  

Space plan policies establish the framework and inform planning decisions for future space use in the county.  A complete crosswalk illustrating the transition of policies since 1993 is included in Appendix I of the Space Plan and is included in the staff report in (Attachment #17)

Reasonableness:  Options listed are preliminary.  Staff analysis of the proposed 2004 Space Plan is detailed in Attachment #18 of this staff report.  A selection of key policy options illustrate how the space plan policies could be impacted by adoption of the proposed legislation for the acquisition of an elections building, proposed NCOB tenants, approval of WER Feasibility Study.

Policy:  Co-locate services where functional relationships, and/or accessibility warrant.

Options:  The proposed policy remains unchanged from the adopted 2002 policy however Council may wish to:

· Specify a list of agency and/or departmental co-location priorities.  

· Specify the Council approved tenants, short-term and long-term for various buildings such as NCOB, RJC, etc.
Policy:  Retain, upgrade, and restore the King County Courthouse for criminal justice functions.

Options:  The proposed policy would modify the reason adopted 2002 space plan policy to:  “…so that it is available for functions requiring weapons screening and a heightened level of security throughout the building.”  Council may wish to:

· Adopt the proposed modification.

· Modify the policy to retain the provision for criminal justice functions.

· Include a list of other non-criminal justice functions that should remain in the Courthouse?

· Modify the policy to include the long term goal to relocate WER and convert the space to some other specified use?

Policy:  Locate services outside of the regional centers when warranted by the need to serve particular localities, the need for a particular specialized location or environment, the ability to reduce cost or improve functioning in cases where public accessibility and visibility are not significant issues or a use which is not appropriate in an urban center

Options:  The proposed policy remains unchanged from the adopted 2002 policy however Council may wish to:

· Consider the Kent Pullen Memorial Command and Communications Center as a preferred location if technology policy decisions determine that a ITS back-up data center is required.

· Provide the framework for on-going law justice planning efforts the District Court space needs at the RJC

Policy:  Develop and maintain safe, attractive public buildings that create a good image for government and that are sound financial investments.

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 occupied space and when it is shown that building ownership will pay off in the long run.

Options:  The proposed policy would modify the adopted 2002 space plan policy by changing the word “occupied” space to “general office” space.  The Council may wish to:

· Consider changing the 10% maximum downtown lease policy, If the Council approves the proposal to acquire a new building for Elections (2005-0266).

· Consider a specific policy related to the conversion of WER space in the Courthouse.

Policy:  Reduce the cost and disruption of moving by avoiding short term moves unless warranted by the inadequacy or inappropriateness of current space

Options:  The proposed policy would modify the adopted 2002 space plan policy by the addition of several exceptions.  Attachment #18 to the staff report includes in a detailed review of the proposed policy exceptions Council may wish to:

· Review the proposed policy exception that would give allow short tem moves necessary as an interim measure during CIPs.

Additional analysis of proposed policies is included in Attachment #18.

NEXT STEPS:

Staff analysis continues.
PRELIMIMARY PLANNING OPTIONS

A series of short term planning options were introduced and briefly discussed at the June 8, 2005 BFM Committee meeting.  The exploration of these options is intended to promote consideration of a range of possible planning alternatives and inform decisions. During the discussion on June 8th two of the options were deleted (Options 3a and 4a) and two additional options were added by the committee chair (Options 6 and 7).  See Attachment #25 for a further development of these short-term planning options.

NEXT STEPS:

Staff analysis continues

INVITED:

· Kathy Brown, DES, Director, Facilities Management Division

· Robert Mooney, President, Staubach Co. Northwest

· Robert Hunt, Senior Vice President, Staubach Co. Northwest
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1. Proposed Ordinance 2005-0266

2. Transmittal Letter, dated June 2, 2005

3. Fiscal Note

4. Proposed Ordinance 2004-0378

5. Transmittal Letter, dated July 23, 2004
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9. Transmittal Letter, dated May 25, 2004

10. Seneca/Kinzer Lease VS Own NPV Rent VS Own Analysis

11. NCOB Revised Financing Plan 09/15/04

12. Timeline – Key Milestone Dates

13. Staff Analysis – Proposed Ordinance 2005-0266, Purchase of 1130 Rainier Building
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19. Summary of Findings and Recommendations on King County Elections

20. Draft Initial Findings of the Task Force’s Committees, King County Independent Task Force on Elections, June 15, 2005.

21. 1130 Building Project Schedule

22. Project Cost Summary, 1130 Rainier Building and Adjacent Parcels

23. NCOB Distribution of CX VS Non-CX Agencies

24. NCOB Tenant Improvement Schedule

25. Staff Analysis – Preliminary Planning Options

26. June 13, 2005 Committee Member & Staff Questions and June 15, 2005 Executive Response
27. King County Citizens’ Elections Oversight Committee preliminary report dated June 15, 2005.

� The pros and cons provided in this portion of the staff report are preliminary and are the result of committee staff analysis based on information provided by the Executive staff prior to the June 6th BFM Committee meeting.  Councilmembers and Committee staff have requested additional information on this proposal, but has not received the requested information prior to the writing of this staff report.


� Rentable square feet is the Usable square feet plus a percentage (the core factor) of the common areas on the floor, including hallways, bathrooms and telephone closets. (And sometimes main lobbies, cafeterias, exercise facilities) Rentable square footage is the number of square feet on which a tenant’s rent is based


� Executive and OMB moved from County-owned space in October 2002 and currently occupies leased space in the Bank of America Tower.
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