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STAFF REPORT
SUBJECT:  AN ORDINANCE authorizing the Executive to enter into five executed leases in order to move programs and services threatened by failure of the Howard Hanson Dam from locations currently sited within the Green River Valley floodplain.  
SUMMARY:

Proposed Ordinance 2010-0280 would authorize the Executive to execute five leases as part of the County’s flood mitigation strategy.  Two of the five leases – at Park Place and Renton Technical College – would implement temporary relocations of Superior Court and District Court services.  Three leases are proposed as permanent relocations where a temporary solution was not deemed to be practically or economically advisable.  These leases will accommodate Public Health’s emergency preparedness warehouse, Superior Court’s juvenile probation, and the Office of Information Resource Management’s Radio Communication Services radio shop.
Approval of Proposed Ordinance 2010-0280 will allow the continuation of county services as directed in Ordinance 16680 and will enable FMD to move forward with executed leases to mitigate possible Green River flooding.  
This ordinance advances the Council’s priority of Trust in Government by ensuring the continuity of essential county services.
BACKGROUND:

The Council has had several presentations on the threat of flooding from damage to the Howard Hanson Dam, the county’s Proclamation of Emergency related to the damage at the dam, and the many steps the county has undertaken to ensure county-owned assets are preserved and county functions would continue in the event of a flood.  

In October of 2009, the Council adopted Ordinance 16680 that provided $34.6 million to prepare county facilities so that high priority service delivery would not be interrupted in the event that Howard Hanson dam structural faults cause flooding in the Green River valley.  Just over $27.2 million was appropriated in the Building Repair and Replacement (BR&R) Fund to cover costs associated with General Fund proposals.  Of that amount, $17.1 million was for preparation, with an additional $9.9 million for contingency requests.  $7.4 million was appropriated in the Wastewater Treatment Fund.  This funding was also split between two capital projects – providing $6.4 million for flood preparation and $1 million for contingency needs.  The funding source for the flood mitigation appropriations is bond anticipation notes (BANs).  
The Council adopted this funding strategy to allow flood mitigation costs to be centralized in specifically identified capital projects.  This approach was approved to facilitate consistent accounting costs for FEMA in a format acceptable to them, which was critical for reimbursement purposes.  As a best practice, the ordinance separated all flood related expenses from the county's non-flood related costs.  This approach was considered highly desirable for audit purposes, insurance claims and in preparing for any FEMA or other government disaster funds which may end up being available.
ANALYSIS:

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.  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.  
When the Council approved Ordinance 16680 in October, the primary General Fund cost drivers in the BR&R Fund appropriation were directly related to the costs that would be incurred if there is a need to relocate or evacuate facilities.  The five leases transmitted for approval are to relocate certain county services from the Green River Valley.  The proposed leases were reviewed and approved by the Prosecuting Attorney’s Office (PAO) prior to execution.  The lease locations and terms are listed in the table below:

Table 1.  Proposed Lease Terms
	Lease
	Agency
	Term
	Effective
	Annual Cost Ranges

	Permanent Relocation:
	
	
	
	

	Des Moines Logistics Center
	Public Health – emergency preparedness warehouse
	10 years 4 months
	Nov. 2009
	$54,000 - $77,000

	Cedars Building
	Superior Court – juvenile probation services
	5 years, 8 months
	Dec. 2009
	$55,000 - $61,000

	Seattle Logistics Center
	Office of Information Resource Management (OIRM) – radio shop
	10 years
	Jan. 2010
	$104,000 - $204,000

	Temporary Relocation:
	
	
	
	

	Park Place
	Superior Court
	5 years
	Nov. 2009
	$887,000 - $1,019,000

	Renton Technical 
	District Court
	5 years
	Oct. 2009
	$252,000 - $268,000


As shown in the table, three of the leases provide for permanent relocation from the flood zone and two are for temporary relocation.  These permanent leases were either expired and were continuing through a month to month provision or were scheduled to expire in 2010.  The Facilities Management Division (FMD) Real Estate Services section is responsible for county property oversight and lease management.  FMD opted to permanently relocate these occupancies out of the flood zone and negotiate new term leases.  
Permanent Relocation Leases:
The three permanent leases replace existing leases; therefore, there is existing budget for lease payments for the prior location.  Rent and operating expenses are paid by the Long Term Lease Fund in the capital budget.  (Lease amounts are also budgeted in the agency operating budget to facilitate transfer of funds to the Lease Fund.)  However, expenses related to moving the facilities and early termination fees were covered by flood funding.  
Public Health Emergency Preparedness Warehouse – This county function will be moved to a larger space that will also allow enough additional space to downsize Medic One storage at the Kent facility.  The ten year lease will help insure consistency of service outside the flood zone.  Due to the nature of the warehouse, no tenant improvements will be required and move costs were nominal.  The 2010 lease costs will increase; however, the second year includes a four month abated rent period.  
Superior Court Juvenile Probation Services – These offices were planned for a move in August 2010 when the current lease expired.  The process was accelerated due to the flood threat from the Howard Hanson Dam.  The rent costs included in this five year lease will decrease slightly, approximately $280 per month compared to the previous facility.  FMD is currently negotiating the amount required for early termination of this lease.  Those costs will be paid by the flood funding.  However, as an offset, the 2010 lease costs will decrease because FMD negotiations resulted in a lease in which the first 8 months of the year are not charged.  
OIRM Radio Shop – The Radio Communications Service section is responsible for planning, constructing, operating and maintaining all radio communication systems for King County agencies (except Metro Transit), including the regional 800 MHz trunked radio system.  The system supports approximately 14,000 radio users in county and suburban agencies, including police, fire, Emergency Medical Services (EMS), general government functions, school districts, water and sewer districts, etc.  The ten year lease is for a slightly larger space that will also include an office area and will allow for more indoor work during inclement weather.  The 2010 net increase for lease costs is approximately $52,000.  However, FMD negotiated lower base rates for the first two years of this lease.  Consequently, the range of costs is wider over the life of the lease – ranging from $104,000 to $204,000.  
Temporary Leases:
Two of the leases – Park Place and Renton Technical College – are to provide for temporary relocation of court services that may be displaced by threatened or actual flooding.  

Park Place Building
The Park Place space is leased for a “triggered” move in the event flooding is forecast and/or occurs at the Maleng Regional Justice Center (MRJC).  Superior Court services that are currently located at the MRJC would be provided in this space and then could be relocated back to the MRJC, as needed.  The term of the lease is five years.  
This space is also proposed as a possible site for relocation of juvenile court services during construction of a new Youth Services facility at 12th and Alder.  Decisions regarding the Alder site have not yet been made.  However, pre-design analysis is considering whether it would be more cost-effective to keep the Youth Services courts operational during the construction of the new facility or whether moving operations entirely off-site into leased and/or County-owned space would be advisable.  The Park Place Building location would provide a viable option for consideration.  Facilities Management Division plans to transmit a report to Council on this matter in June.  
According to the fiscal note, the annual rent and associated costs will be approximately $900,000 to $1 million per year for the Park Place lease.  The space is currently unoccupied.  By approving this lease, the Council will be committing this annual funding for “triggered” space in case of flooding in the Green River Valley for a five year period.  However, the lease does provide that the County can terminate the lease every six months for up to three years.  If the lease were to be terminated, the County would be required to pay for unamortized tenant improvements.  

The lease cost was previously approved in the supplemental for flood mitigation.  Contingency funding was used for the first six months of 2010.  According to Executive staff, a second contingency request will be made soon for the second half of 2010 or through the end of the upcoming 2010 flood season.  
Of note, the revenue backing for the contingency funding is Bond Anticipation Notes (BANs) until it is determined whether some of the costs will be reimbursed by FEMA.  If FEMA does not reimburse these costs, then the revenue backing will be either bond financing or a one-time source of General Fund revenue.
Renton Technical College

District Court has been relocated into the Renton Technical College.  FMD has signed a five year lease.

The District Court has provided a portion of “south end” court services in the Aukeen Courthouse in Kent.  This county owned facility is shared with the City of Kent.  The city has proposed a $7 million upgrade and expansion of the facility with the understanding that improvements made and paid for by the city would give them the right of first refusal should the county decide to sell the facility.  (Sale of the facility would advance previously adopted policy goals to consolidate District Court functions at the MRJC.)  

Because District Court has vacated the facility for flood mitigation, the city is questioning whether to proceed with the expansion project.  If the County does not reoccupy the space, the expansion will most likely not be needed to meet the city’s needs.  Talks are on-going between the County and the City of Kent regarding this issue.  
Costs

Some of these leases are “fully serviced”.  In other words, all costs associated with occupancy are included by the landlord in the rent cost.  The Park Place Building lease is fully serviced and will cost up to $1 million per year.  

The fiscal notes for the permanent leases also provide detail for costs that will be incurred by occupancy including such things as insurance, taxes, maintenance, electrical, gas, water, sewer and janitorial services.  

An exception to this cost methodology is the Renton Technical College lease.  The operating costs shown in the fiscal note show that the County – rather than the building owner – is providing the building operating services.  The Facilities Management Division has assumed that the labor and utility costs of operating and maintaining the Renton facility would be approximately the same as the costs District Court sustained at the Aukeen facility.  Because the District Court has temporarily moved out of the county-owned building, some "mothball level" operating costs for the vacated space (i.e. heating and basic maintenance costs) will still be incurred.  According to Executive staff, FMD is not planning to charge the District Court or the Green River Fund for these costs.  Consequently, there will be no net FMD operating cost difference for the District Court as a result of signing the Renton lease.
Issues:
The Council has established policies to mitigate the impacts of possible flooding in the Green River Valley.  It is still unclear whether the County will receive any type of compensation for the costs associated with either moving county functions or implementing flood barriers for county owned buildings.  Although the leases implement Ordinance 16680, the committee should be aware that:

1. The Park Place Building is unoccupied and it is unclear whether the facility will be needed for flood mitigation or to house other county functions.  It is still unclear how the lease will be paid – most likely through bond funding or one time General Fund support.  Of note, the federal government has appropriated $44 million for continued repairs to the Howard Hanson Dam which could reduce possible flood impacts.
Further, decisions about whether the space will be needed to provide options during construction on the youth services facility are not finalized.  Because the rent is approximately $1 million per year, the County’s commitment to the lease is a significant cost for an unused facility.  
2. The Council has previously approved long term policies to locate District Court functions at the MRJC.  This goal will require that decisions be made regarding the Aukeen court facility and any necessary staffing and/or facility changes at the MRJC.  Whether these policy choices will be accomplished within the five year term of the Renton Technical College lease is unknown.  
REASONABLENESS:

The proposed leases have been reviewed by the Prosecuting Attorney’s Office and meet the code requirements for Council review.  Approval of Proposed Ordinance 2010-0280 will allow the continuation of county services as directed in Ordinance 16680 and will enable FMD to move forward with executed leases to mitigate possible Green River flooding.  
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· Kathy Brown, Director, FMD
· Steve Salyer, Manager, Real Estate Services, FMD

· Bob Thompson, RES, FMD

· Dwight Dively, Director, OMB

· Sid Bender, OMB
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1. Proposed Ordinance 2010-0280, excluding attachment, which are available upon request due to the size of the documents
2. Executive Summary for Leases
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