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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	8 and 9
	Name:
	Jenny Giambattista 

	Proposed No.:
	2018-0288
2018-0289
	Date:
	August 22, 2018




SUBJECT

Proposed Ordinance 2018-0288 would authorize the executive to enter into a new lease for additional office space in Kent for the Department of Public Defense. 

Proposed Ordinance 2018-0289 is an appropriation ordinance for $945,770 for tenant improvements to the leased space in the Kent Valley Professional Plaza. 

SUMMARY

Proposed Ordinance 2018-0288 would authorize the executive to enter into a lease for 4,896 square feet of rentable space at the Kent Valley Professional Plaza (124 4th Avenue South). This ten year lease would provide additional office space for 19 staff from the Department of Public Defense (DPD) in Kent.  According to executive staff, the existing DPD office space in Kent at the Meeker Street Law Building does not provide sufficient office space for the number of staff DPD needs to serve clients at the Maleng Regional Justice Center (MRJC). 

The Kent Valley Professional Plaza is located across the street from the Meeker Street Law Building and within three blocks of the MRJC.

The lease includes a provision allowing the landlord to rescind their offer at any time after August 1, 2018 in the event that the lease is not approved by the Council. Subsequent to the transmittal of the lease, the landlord has provided a “Letter of Good Faith” to FMD (Attachment 5) as an indication that the landlord does not intend to exercise its right to rescind the offer to lease between the period of August 1, 2018 and September 30, 2018 as the parties work in good faith to obtain approval by the Council by September 30, 2018.

[bookmark: _GoBack]Proposed Ordinance 2018-0289 would appropriate $945,770 for tenant improvements to the leased space at the Kent Valley Professional Plaza authorized in Proposed Ordinance 2018-0288.  



BACKGROUND 

Following the Dolan decision, divisions of the new King County Department of Public Defense (DPD) were formed out of four former public defense agencies in 2013.[footnoteRef:1] Three of these agencies (Associated Counsel for the Accused (ACA); the Society of Counsel Representing Accused Persons (SCRAP); and The Defender Association (TDA)) occupied leased office space in the Meeker Street Law Building in Kent, in close proximity to the MRJC. In 2016, the Council approved Ordinance 18298 allowing the Executive to execute a lease so that the three divisions of DPD could continue occupancy at the Meeker Street location.  [1:  Ordinance 17588] 


DPD also moved nine employees of the fourth DPD division, Northwest Defenders Division (NDD) to the Meeker Street Law building. At the time the Meeker Street lease was adopted by Council, the proposed occupancy of the space by DPD was expected to be 91 employees. As shown in Table 1, DPD has exceeded that occupancy by 12 employees by repurposing conference rooms and other shared spaces. 

At the time Ordinance 18298 was approved, FMD and DPD anticipated needing additional space in Kent for DPD employees. The 2016 Real Property Asset Management Plan (RAMP) update notes that “the need for Public Defense space in Kent will be an ongoing one and FMD is recommending evaluating longer-term leasing costs versus the cost of county-owned property.” 

ANALYSIS

The purpose of this project is to temporarily address the space requirements of the four public defender divisions providing public defense services to the MRJC in Kent. According to executive staff, DPD requires 122 workspaces in Kent and the Meeker Street Building provides 103 workspaces. Some attorneys and staff are currently either sharing offices or commuting from Seattle. Additionally, there are limited spaces available for clients to meet with their attorneys. 

Acquiring more office space for the DPD in Kent has been an ongoing priority of the Department’s leadership. According to the transmittal documents, the caseloads in Kent have increased over the last six years and there is not adequate space for attorneys and staff to handle the workload. Since the need for expansion space relief is imminent and FMD is not able to provide county owned options immediately, DPD is seeking to lease expansion space.

Table 1 reflects the anticipated distribution of DPD staff by division before and after occupying the additional space in the Kent Valley Professional Plaza. As shown in Table 1, the new office space would be used by the NDD Division. Nine existing NDD staff currently located at the Kent Meeker Street building would move into the Kent Valley Professional Plaza building and be joined by ten NDD Kent staff currently located at the Dexter Horton space in Seattle. This would free up additional space in the Meeker Street Law Building for additional staff working in the TDA division in Kent. 

Table 1
DPD Distribution of Staff at Office Locations by Division

	
	Kent Meeker Street Law Building (Current)
	(New) Kent Valley Professional Plaza
	Kent Meeker Street Law Building 
(After Kent Valley Professional move)
	Seattle Dexter Horton (Current)1
	Seattle Dexter Horton (After Kent Valley Professional move)

	ACA
	42
	
	42
	65
	65

	NDD
	9
	19
	0
	67
	57

	SCRAP
	35
	
	35
	25
	25

	TDA
	17
	
	26
	80
	71

	Director’s Office/Shared Staff
	0
	
	0
	42
	42

	Total2 
	103
	19
	103
	279
	260


1Includes 25 ACA, NDD & TDA Family Defense employees who will move to 14th & Jefferson when Dependency Court moves to the Children and Family Justice Center.
2 Staff totals do not include interns, 3rd year law students, volunteers or projected needs.

Even with this additional space, Executive staff report that DPD will not have adequate and appropriately designed space in Kent to serve their clients. FMD is seeking funding through the 2019-2020 budget process to complete the evaluation called for in the 2016 RAMP to plan for the long term DPD space needs in Kent.

2018-0288 (Authorizes Lease)

Proposed Ordinance 2018-0288 would authorize the executive to execute a new lease for space for DPD at the Kent Valley Professional Plaza. The lease terms are summarized below in Table 2.

Table 2
Summary of Kent Valley Professional Plaza Lease Terms

	Cost Per Square Foot 
	$20.00 per rentable square foot  with a 3% annual increase

	Initial Operational Costs
	Tenant pays for its share of property taxes, insurance, and common area maintenance in addition to base rent. These charges may increase 5 percent annually. 

	Rentable Square Footage
	4,896

	Term
	Ten years with two options to extend for a period of five years per option. 

	Landlord contribution to tenant improvements
	An allowance of $367,200 toward tenant improvements 

	Funding Source
	General Fund 



According to FMD, the rental rate is within reasonable market rate, but it is at the higher end of the market due to the quality of the building, finishes, and amenities. In order to serve their clients, the project had a requirement to be within four blocks of the MRJC, which significantly limited the available options. FMD reports this facility was the only viable option. This location is within three blocks of the MRJC and the first floor entrance will be clearly visible from the street. This lease also includes five parking stalls at no additional cost to the DPD.

Tenant improvements: Under the terms of the lease, the landlord agrees to perform all required demolition work of existing alterations and improvements. Tenant improvements will be performed by the landlord’s preferred contractor, Rush Construction. 

Time sensitive requirements: Section 3.1 of the lease provides the landlord the right to rescind their offer at any time after August 1, 2018 in the event that this lease is not approved by the Metropolitan King County Council. Subsequent to the transmittal of the lease to Council, the landlord has provided a “Letter of Good Faith” to FMD (Attachment 5) as an indication that the landlord does not intend to exercise its right to rescind the offer to lease between the period of August 1, 2018 and September 30, 2018 as the Parties work in good faith to obtain approval by the Metropolitan Council by September 30, 2018. 

Annual Lease Cost: As shown in Table 3, the annual rent would be $142,522 starting in 2018. This includes an estimated $44,994 for the tenant’s pro-rata share of operating costs. The leases includes a cap of 5 percent on the increase in annual operating costs (Section 8.1). 

Table 3
Kent Valley Professional Center Lease Cost Analysis 
	Months
	Monthly Base Rent
	Annual Rate/RSF
	Annual        Base  Rent
	Est. Annual Operating Expenses
	Annual Base + Operating

	
	
	
	
	
	

	Months 1-12
	$8,160.00
	$20.00
	$97,920.00
	$44,602.56
	$142,522.56

	Months 13-24
	$8,404.80
	$20.60
	$100,857.60
	$46,832.69
	$147,690.29

	Months 25-36
	$8,656.94
	$21.22
	$103,883.33
	$49,174.32
	$153,057.65

	Months 37-48
	$8,916.65
	$21.85
	$106,999.83
	$51,633.04
	$158,632.87

	Months 49-60
	$9,184.15
	$22.51
	$110,209.82
	$54,214.69
	$164,424.51

	Months 61-72
	$9,459.68
	$23.19
	$113,516.12
	$56,925.42
	$170,441.54

	Months 73-84
	$9,743.47
	$23.88
	$116,921.60
	$59,771.70
	$176,693.30

	Months 85-96
	$10,035.77
	$24.60
	$120,429.25
	$62,760.28
	$183,189.53

	Months 97-108
	$10,336.84
	$25.34
	$124,042.13
	$65,898.30
	$189,940.42

	Months 109-120
	$10,646.95
	$26.10
	$127,763.39
	$69,193.21
	$196,956.60

	Totals
	 
	$409,660.76
	$192,242.61
	$601,903.36




Proposed Ordinance 2018-0289 (Appropriation for Tenant Improvements) 

Proposed Ordinance 2018-0289 would appropriate $945,770 to the Building Repair/Replacement Subfund for the tenant improvements necessary prior to DPD staff occupying the Kent Valley Professional Plaza office space. 



3951 Building Repair/Replacement Subfund	$945,770	
2017/2018 Adopted Budget: $14,130,596
Supplemental Appropriations: $41,268,917
Cumulative Total Appropriation to Date: $55,399,513


The NDD division of DPD plans to occupy areas on both the first and second floors of the Kent Valley Professional Plaza. (A diagram of the space to be reconfigured is included at the end of the lease as Exhibit B.) On the first floor, tenant improvements would convert a former bank space to office and workstation spaces and a reception area. Minor improvements are proposed to be made to the kitchen and bathroom as well. The space on the second floor is accessible through a separate entrance and would house the staff from the felony unit of TDD. On the second floor, additional separate offices and workstations would be created and a gender neutral restroom would be installed. The tenant improvements also include the cost for King County Information Technology to connect the offices to the County network. 

FMD has provided a cost estimate for the project in Table 4.

Table 4
DPD Kent Expansion Cost Estimate

	Consultant Design
	$88,190

	Move costs
	$20,514

	KCIT labor, cabling and equipment
	$90,715

	Furniture, Fixtures and Equipment
	$100,418

	FMD & DPD Administration
	$144,880

	1 % for Art
	$11,504

	Project Contingency
	$113,999

	Tenant Improvements and Permits
	$742,750

	Landlord Tenant Improvement Allowance
	($367,200)

	Total Project Request
	$945,770




This request combined with the Tenant Improvement allowance would pay for all phases of the project management, tenant improvements, and relocation of staff. 

Assuming this lease is approved in September, FMD anticipates construction will begin in November 2018. (The timeline for construction will depend in part on how quickly the City of Kent approves construction permits.)


ATTACHMENTS

1. Proposed Ordinance 2018-0288 (and its attachment)
2. Transmittal Letter 2018-0288  
3. Fiscal Note 2018-0288
4. Lease Property Summary
5. Letter of Good Faith from landlord
6. Letter of Good Faith from County
7. Proposed Ordinance 2018-0289 (and its attachment)
8. Transmittal letter 2018-0289
9. Fiscal Note 2018-0289

INVITED

1. Anthony Wright, Director, Facilities Management Division
2. Gwen Clemens, Director of Administrative Services and Operations, Department of Public Defense
3. Julie Porter, Leasing Unit Supervisor, Facilities Management Division
4. Stephanie Clabaugh, Real Property Agent IV, Facilities Management Division
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