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January 30, 2004

The Honorable Larry Phillips

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:

I am pleased to transmit a motion approving the enclosed report titled, New County Office Building Project Plan.  The report is being transmitted as the first section in a notebook titled 2004 King County Office Building Proviso Responses.  I am providing the notebooks as a convenience to Councilmembers and staff to help facilitate Council review of the multiple provisos related to my New County Office Building initiative. 


The enclosed report and proposed motion are in response to proviso language in Ordinance 14812, which appropriated funding for Phase II of my New County Office Building Plan.  On December 9, 2003, the Metropolitan King County Council adopted Ordinance 14812, appropriating $1.2 million to allow the Facilities Management Division (FMD) of the Department of Executive Services (DES) to proceed with the second phase of my proposed plan to construct a new King County office building on County-owned land to accommodate 261,000 square feet of office space.  The New County Office Building initiative provides for conversion of leased office space in privately owned buildings into a King County lease-to-own building.  The proposal will result in significant future cost savings, improved operational efficiency, and better public service.

This legislative package is one of many New County Office Building related packages I will be transmitting to Council over the course of this year.  The proviso requirements in Ordinance 14812, together with logical Council check-back points in the plan, result in the need for numerous Executive transmittals to Council, Council committee briefings, and Council actions.  The schedules put forth in the enclosed report comport to the requirements of the proviso language, and allow for a construction schedule consistent with the financing plan for the New 

County Office Building.  Although the schedules are ambitious, it is critical that both the Executive and Legislative branches meet the critical path deadlines; significant cost increases 

could result from delays.


FMD staff will work closely with Council staff to provide any support necessary to enhance Council’s ability to maintain the challenging schedule resulting from this and future New County Office Building legislative packages.

Background

When the Metropolitan King County Council approved Ordinance 14812, there were several provisos included in the ordinance requiring further analysis and reports as part of Phase II of the plan.  This report responds to the first proviso in the ordinance, which states:

Of this appropriation for CIP project number 395209, King County Office Building Feasibility, $400,000 may not be expended or encumbered until the Executive submits a report and Council approves by motion the following report.

Removal of the $400,000 expenditure restriction requires that Council approve by motion, a project plan report containing the following elements: 

· A scope of work as defined by individual tasks.  A summary level scope of work is contained in Section 2 of the enclosed report.
· A project schedule indicating start dates and duration for all scope tasks, as well as specific deliverables. 

· A project budget integrated with project scope tasks and indicating the breakdown of costs for King County staff and consultants.


·  An evaluation of land liquidity options.  The evaluation shall include advantages and disadvantages of options for liquidating equity in the county-owned land to be developed for the new office building.

REPORT OVERVIEW

The enclosed report responds to each of the proviso elements described above:  scope, schedule, budget, and evaluation of land liquidity options.

Scope of Work

The major components of the project scope include site selection, contractual agreements, design and construction, space allocation and building occupancy.

Three sites are under consideration:

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

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

· North Kingdome Parking Lot Site:  north of the Seahawks Stadium


Evaluation criteria will include cost, schedule impacts, ability to meet program and operational needs, business continuity, designability/constructability, and ability to meet other King County objectives.  According to the plan, a site selection report will be completed and transmitted to Council by March 3, 2004.
Also included in the scope of work is the preparation of contractual agreements required for this project.  The scope of work for each of these contracts is described in the report. (The scope of work and schedule assume a 63-20 financing structure.)  Contractual agreements included in the scope, and to be transmitted to Council later this year, include the following:


· Selection of a Non-profit Entity:  Using the 63-20 financing strategy, King County would select a non-profit conduit that would set up a single entity non-profit corporation (“Non-Profit”).  The Non-Profit would issue 63-20 bonded debt and contract with Wright Runstad to develop and construct the project improvements, including the building, parking, and other site improvements on the ground-lease property. 


· Ground Lease Agreement:  Under the 63-20 finance structure, the county would provide a long-term ground lease county-owned property to the Non-Profit.  (Options related to liquidation of land are discussed in Section 5.2 of the enclosed report.)


· Development Agreement:  A development agreement between Wright Runstad and the Non-Profit will be attached to the lease agreement between King County and the Non-Profit.


· Lease Agreement:  The Non-Profit would issue 63-20 bonded debt and contract with Wright Runstad to develop and construct the project improvements.  The county would then lease back (“lease-back”) the project improvements from the Non-Profit only after Wright Runstad has completed construction to the county’s satisfaction.

· Subcontractor Agreements:  The FMD team will be included in the negotiation of agreements between the subcontractors/subconsultants to Wright Runstad, including 

agreements with the architect/engineering team and the general contractor for construction.

Project design and construction is a critical element of the scope of work.  Tasks for the design and construction of the project include the following: 

· Master Use Permit (MUP) Process & schematic drawings

· Environmental review and permitting

· Alley vacation (if required)

· Design Commission review

· Finalization of guaranteed maximum price (GMP)  

· Design development & construction drawings

· Obtaining building permit

· Construction

Space Allocations and Building Occupancy

This portion of the scope of work will come at the end of the project.  Specific office needs for each group programmed to move into the new building will be addressed during the last phase of the work plan.  Exact locations in the new building will be programmed, and final furniture, fixtures, and equipment (FF&E) will be installed.  Actual phasing of moves and move management work will be a major work program item for FMD and affected departments.

Project Schedule

A detailed project schedule is contained in Section 3 of the enclosed report.  Key 2004 milestones on the critical path for the project and are described below:

· Site selection is the first critical path milestone.  The schedule requires Council approval by April 1, 2004.  Site selection studies are well underway.  A formal report and recommendation will be transmitted to Council by March 3, 2004.

· Steam plant re-evaluation.  In accordance with the proviso, FMD staff will work closely with Seattle Steam to resolve questions/issues raised in the report prepared by Seattle Steam titled Analysis of King County Steam Plan Reports.  FMD staff will also begin working with the developer Wright Runstad and their team of architects/engineers to evaluate the design/constructability of the steam plant, given building design requirements and site constrictions.  Preliminary concept design evaluation of the Goat Hill and King County garage sites have presented significant challenges with regard to the siting, design, and construction of the steam plant.  A report on the steam plant re-evaluation will be transmitted to Council by the proviso due date of March 31, 2004.
· Final conceptual design is scheduled for completion in mid-April.  These drawings will generate a clear visual representation of the project, in addition to allowing the developer and it general contractor to identify its final guaranteed maximum price (GMP).  

· Lease Agreements are scheduled for completion and transmittal to Council in early August 2004.  The Finance Plan will also be included in the legislative package. 

Two schedules have been prepared due to the potential site-specific scheduling requirements.  It is anticipated that the schedules for the Goat Hill site and the King County Parking Garage site would be similar; however, due to complex easements and development agreements associated with the North Kingdome Parking Lot site, a longer pre-development timeline would be required for that site.  Figures A and B, on pages 20 and 21 of the report, depict the two schedule options. 

As mentioned above, the 2004 schedule for this project is particularly ambitious for both the Executive and legislative branches.  Schedule delays could have significant cost impacts due to extended leases in privately owned buildings.  Schedule delays also create risks in terms of the project construction costs and the cost of financing the project.  Figure C on page 22 of the report is the planned schedule of Council transmittals and required Council approval dates. 

Project Budget

The current estimate of total project costs ranges from $86.1 million to $96.0 million.  These preliminary estimates compare to the original estimate of $89 million included in the report entitled An Approach to Reducing Office Space Costs.  The estimated range of costs includes the $1.2 million appropriated to Phase II of the project.  The estimate also includes a projected $457,000 in King County staff costs.  These estimates are extremely preliminary, based on an overview of the Goat Hill and King County Garage site conditions and early design concept discussions.  There has not been enough progress made to date on the evaluation of the North Kingdome Parking Lot to produce even extremely rough cost projections for that site.
Land Liquidity Options

King County has an opportunity to liquidate its value in the land used in the project either through the structure of the 63-20 transaction or through the county’s central overhead.  The use of central overhead to “cash out” the land is recommended.  Accordingly, the Current Expense Fund would receive rent each year from Non-Current Expense tenant agencies that would be in excess of the regular 63-20 lease obligation.  The FMD is also promoting the concept of charging both Non-Current Expense and Current Expense agencies rent through central overhead, thereby enhancing accountability for use of space.  This enhancement could be implemented during the year of occupancy for the new building currently planned for 2007.  

Next Steps

The next steps in the program are particularly critical to the overall project schedule, and will largely influence overall project costs.  The project schedule for Phase II, particularly for the first half of 2004, includes extensive Council involvement.  This level of Council involvement and deliberation early in the process will ensure that Council is kept thoroughly apprised as the project moves forward, and will allow for Council direction as the project progresses.

The schedule is ambitious.  Moving forward with the schedule as proposed will require focused attention and discipline on the part of FMD staff, the developer, and the Executive branch.  The proviso requirements, together with logical Council check-back points in the process, result in the need for numerous Council committee briefings and Council actions.  FMD staff will work closely with Council staff to provide any support necessary to enhance Council’s ability to maintain this challenging schedule.  If Council staff are available, FMD will include them in meetings and discussions with the FMD team and the developer.

Figures A and B, on pages 20 and 21 of the report, depict potential project schedules, depending upon the selected site.  Figure C, on page 22 of the report, is a summary of anticipated Council briefings and requested actions. 

The project team (FMD staff and the developer) will move forward according to the schedules contained in Figures A or B, depending on the site selection. It will be important for the legislative branch to articulate to the Executive any specific items of concern regarding the scheduled work items.  In the absence of specific legislative action disapproving any of the Executive proposals, and in the absence of any specific concerns articulated by the Council to the Executive, the project team will proceed with all work items according to the project plan.  Any Executive-initiated changes in the plan will be made known to the Council in the quarterly reports and/or in any of the legislative packages.

Thank you in advance for your review of this report and consideration of the enclosed motion approving the report.  If you have any questions, please feel free to call Kathy Brown, Division Director, Facilities Management Division, at (206) 296-0631.

Sincerely,

Ron Sims

King County Executive

Enclosures

cc:
King County Councilmembers



ATTN:  Shelley Sutton, Policy Staff Director




 Rebecha Cusack, Lead Staff, BFM Committee




 Anne Noris, Clerk of the Council


Sally Bagshaw, Chief Civil Deputy Prosecutor, Office of the Prosecuting Attorney


Steve Call, Director, Office of Management and Budget


Paul Tanaka, County Administrative Officer, Department of Executive Services (DES)


Kathy Brown, Division Director, Facilities Management Division, DES


