Council Staff Comparison of 2002 Proposed Space Plan & Peer Review Recommendations


	
	Peer Review Panel
	Proposed 2002 Space Plan

	
	Template
	Council Staff Analysis

	PLANNING
	
	

	
	Recommendation 1
	

	
	The County must develop better information for its space plan and must use that information to guide decisions.
	Prior to the Peer Review Panel Template recommendations, Space Plans submitted by the Executive developed in an inconsistent manner from year to year.  The input information requested from agencies also varied both in content and format from year to year.  Now that the Template recommendations have been adopted, data gathering and formatting will be consistently applied from year to year.  The database will also continue to improve and result in a better measurement tool from one year to the next.

	
	
	

	
	Recommendation 2
	

	
	To get information for the space plan, County Departments should be asked to prepare brief business plans each year.
	Confirmation that County Departments prepared brief business plans has been requested.  Executive Summary, item #4 confirms that business plans were utilized and that all agency data is grounded in and supported by the business plans.  Business plans were to be forwarded separately but have not been transmitted.  

Copies of business plans have been requested.
Executive Staff Input:

County Departments were required to submit business plans with their budget proposals both last year and this year.  Concurrently, the agencies were required to fill out space plan templates and projections of staffing consistent with the business plans.  The budget proposals were due on July 10th and the space plan input due on June 30th.  Last year the Budget Office reconciled the space plan input with the business plans and did further review to follow-up on potential discrepancies between the two.  This year is particularly problematic because of the Current Expense financial crisis.  The Budget Office intends to again perform the reconciliation between the space plan input and business plans.  Since the budget process will still be underway when the 2003 Space Plan is submitted to the Council and outcomes will be uncertain, the Budget Office will be working with us to run a worst case scenario against space plan input.  This analysis will cover both the short and long term.

	
	
	

	
	Recommendation 3
	

	
	The space plan should include both a short-term (3 year) implementation plan and a long term (10 year) forecast based on staff growth and anticipated space needs.
	The Space Plan does not include a specific long term (10-year) forecast. However, agency growth (staffing and space) projections are provided for 1-year (2002), 3-year (2004), and 5-year (2006) increments.  The Proposed 2002 Space Plan did not include a long term (10 year) forecast.  Executive staff has confirmed their intent to include a long term (10-year) forecast in the 2003 Space Plan.
Executive Staff Input:

A ten year forecast in seemed a bit far out considering funding source volatility, the risks of significant programmatic changes, and the fact that very few agencies have current program master plans.  We tied the forecast to the 3-year non-CX business plan cycle and the 5-year CIP cycle which apply to all agencies.   

	LEASING
	
	

	
	Recommendation 4
	

	
	The County’s leased space goal is reasonable and should be met.
	The leasing goal of a maximum of 100,000 sf in lease space is based on an assumption of 10% - 15% of the total inventory of office space used by the County.  A program for the the Proposed New Office Building for King County has not been finalized at this time however, preliminary cost analysis assumptions have been based on a 250,000 sf building.  Executive staff presentation to BFM on June 12, 2002 confirmed an intent to consider a building in the range of 250,000 sf to 300,00 sf..  Which is consistent with the County’s goal and recommendation #4.

Executive Staff Input:

It should be further clarified that the 10%- 15% of the total inventory of office space used by the County does not include special use buildings.

	
	
	

	
	Recommendation 5
	

	
	Either building or buying space will be an appropriate, cost-effective option to reduce the inventory of leased office space.
	The proposed New Office Building for King County as clarified by the Executive is intended to consider both build and buy options.   Executive staff is developing an RFP, to include program requirements that will clarify the full range of options to be explored.

	
	
	

	
	Recommendation 6
	

	
	The current office market may prevent the County from buying an office building cost-effectively, but this option should be analyzed.
	The proposed New Office Building for King County is intended to include process to consider both build and buy options.   Executive staff is developing RFP, program requirements that will clarify the full range of options to be explored.

	
	
	

	BUILDING
	
	

	
	Recommendation 7
	

	
	Building a new structure should be considered as an alternate to buying or continuing to lease if the County can construct new office space for approximately 10 times current triple net rents.
	Executive Staff Input:
In regard to the 10 to 1 rule of thumb which is used in the private sector for justifying a new building, the formula refers to the cost of the building being no more than 10 times where current-market triple-net rents are in the area.  This 10 to 1 rule of thumb would be very conservative for public entities.  

The 10 to 1 rule is based on an assumed 10% return on a building project.  In other words, the debt service, including principle, and the return on equity or profit, plus maintenance reserves, would equal approximately 10% of the building cost.  Thus if a building cost $300 psf, you would be looking at trying to achieve at least $30 psf triple-net-rents.

The rule of thumb is somewhat more complex when you go to the public sector.  The public sector has lower borrowing rates and interest reserves.  Furthermore, there is no profit built into the equation.  If one was to use a high 7% cost of funds assumption, the ratio would be more like 14 or 15 to 1 meaning that the cost of the building should be no more than 14 or 15 times triple net rent.  Thus for a building with a cost of $300 psf, a build decision would be justified when market triple-net-rents exceed $21 psf.

The ultimate justification is more complicated than this conservative type approach.  Rents are not flat, and would over a period of time increase such that the the fixed debt service rate associated with a public financing would become more and more advantageous.  Furthermore, the public entity builds equity in the building over time and ultimately would not be making any cash payments equivalent to triple-net-rents.  The more detailed analysis recently presented to the BFM Committee quantified these factors.   



	
	
	

	
	Recommendation 8
	

	
	If the County builds a new office building, it should construct the largest possible building the site can accommodate.
	Based on a response to the question at BFM briefing on June 12, 2002 regarding the size of the proposed new building, Executive staff responded that the decision has been made to investigate a 250,000 to 300,000 sf building as part of the proposed New Office Building program.

Executive Staff Input:
The panel recommendation was based on a “hot market” that would, in today’s market, possibly be a bit more cautious.  Clearly if there are financial advantages to overbuilding that will be part of our recommendation.  On Goat Hill a clear consideration is potential future space needs for jail and related functions.

	
	
	

	
	Recommendation 9
	

	
	Building in the suburbs may be less expensive than building downtown, but cost savings should be weighed against the County’s operational needs.
	The proposed New Office Building for King County is intended to include process to consider both build and buy options for both downtown as well as Eastside sites.   Executive staff is developing RFP, program requirements that will clarify the full range of options to be explored.  Candidate tenants for the Proposed New Office Building for King County are currently in lease space in the downtown Seattle area and may operationally dictate a downtown Seattle location.

Candidate tenants include:

Banks of California

Prosecuting Attorney

DIAS

DCHS

Hearing Examiner

Central Building

Boundary Review Board

Key Tower

Prosecuting Attorney (Appellate Div.)

DIAS ITS

Exchange Building

DCHS

DOF

Finance

Wells Fargo Building

Health Department

Growth Space
Department of Health
Finance

	
	
	

	
	Recommendation 10
	

	
	If the County decides to build, it should consider using innovative contracting and project management methods rather than traditional public works approaches.
	Based upon proposals reviewed in earlier supporting documents such as the Alternatives to Lease Report, The Executive is considering a wide range of development options.

	
	
	

	Operations & Maintenance
	
	

	
	Recommendation 11
	

	
	The County should expect to budget between $8 and $10 per square foot per year for the operation of new office space.
	Financial and cost analysis studies (Lease VS Own Analysis) provided by the Executive to date have assumed operating costs for Lease VS Own at the same $/SF.

	
	
	

	
	Recommendation 12
	

	
	The County should expect to budget a major maintenance reserve of 1% to 2% of the cost of the building each year (in addition to operating expenses for any new or newly purchased office building.
	Financial and cost analysis studies (Lease VS Own Analysis) provided by the Executive to date have assumed Maintenance Reserves for new construction at 1% of the cost of construction and 2% of building cost for existing (purchased) buildings.

	
	
	

	Proposed

Template
	
	

	
	Mission Statement and Policy Goals
	

	
	This section should succinctly summarize the County’s major space goals.  It should also list the policies – with respect to owned space, leased space, location, of space, and type of space – that will be implemented to carry out the mission statement.  This section should explain any policy changes or new policies from prior plans.  A policy matrix in the appendix can list major policies over the course of the next five or ten years.
	The mission statement and major space planning goals are included in Chapter 3 on page 6of the Proposed 2002 Space Plan.  The text is very brief and extremely general.  This section basically restates the same template wording without adding substantive content.  Future proposed Space Plans should develop this section further.

	
	
	

	
	Summary of Current Conditions
	

	
	This section should contain tables and narrative describing current conditions by department and facility.
	

	
	Template for Summary of Current Conditions by Department
	A chart is provided that includes owned and leasing information for downtown leases by department, by building and includes details on current and future leasing rates and expiration dates as well as number of FTEs and SF.  The chart is generally consistent with the recommended template.  The benefit of the recommended chart is that space figures can be easily totaled by department for both owned and leased space.  The chart in the proposed 2002 Space Plan shows totals by department but does not differentiate between owned VS leased space.  It is recommended that future Space Plans should follow the recommended chart format.

	
	Template for Summary of Current Conditions
	The information included in this recommended template is included in the chart above in the proposed 2002 Space Plan.  The arrangement of the information is different than the recommended template format and by combining the data into a single chart it is not possible to easily summarize the total square footage by building. It is recommended that future Space Plans should follow the recommended chart format.

	
	
	

	
	Long Term Projections
	

	
	This section should contain tables for FTE growth and space needs by department.  It should reference departmental operational master plans and building facility master plans.  Projections should be presented for one, three, five, and ten years into the future.
	Narratives are provided for each department and include total square footage summaries and information about moves, changes to the department and general status information.

	
	Template for Staffing Projections
	The information contained in these charts is an improvement on the recommended template and articulates the information on FTEs in a more detailed way.  FTEs are shown in both budget VS actual, and included the difference as well as a column for other staff.  Growth projections include a growth rate %, number of new FTEs and needed space for each of 1-year, 3-years, and 5-years.  The notes columns are actually used.

One disadvantage to the presentation of these charts is that they are inconsistent in size, evidence that departments were allowed to modify and manipulate the charts to some degree.  It is recommended that future Space Plans include the charts in a consistent format.  The proposed 2002 Space Plan also included an additional chart that summarized staffing and space projections for all departments with leased space differentiated with yellow highlights

	
	
	

	
	Implementation Plan
	

	
	The 3-year implementation plan should be tied to the CIP and the County’s CX fund plans.  The implementation plan should clearly document how the space plan’s policy goals will be realized in the short term.  Specific decisions about leasing space, buying or building space, or moving or consolidating departments should be listed.
	Implementation plans were added by addenda following submittal of the 2002 Space Plan.  Analysis of the implementation plan policy matrix is covered in a separate document.  The policy matrix did not articulate a 3-year time line for implementation.  The specifics of this recommendation are not articulated in the 2002 Space Plan

	
	
	

	
	Assessment of Goals and Policies
	

	
	The assessment section should explain the continuity or discontinuity between Space Plans from year to year.  This section should also provide an assessment of how well County Government has met its adopted Space Plan Policies. 
	There is no Assessment of Goals and Policies section in the proposed 2002 Space Plan.  The addenda to the Space Plan addresses these Assessment issues in a general way.

	
	
	

	
	Appendix
	

	
	This section should contain:
	

	
	· Implementing Legislation
	The Appendix section does not include a summary of implementation legislation.

	
	· Definitions
	Definitions are not included

	
	· Space Standards
	Space Standards are included as well as a review of the existing space standards in section B & C under Mission Statement and Policy Goals.  

	
	· Matrix showing progression of policy goals over time
	The policy matrix was included in the original submittal but was further articulated in the addenda.

	
	· Bibliography
	A bibliography was not included.

	
	
	

	
	Additional Items Provided beyond the Peer Review Panel Template Recommendations 
	

	
	
	Stacking Diagrams:  Pages 10 – 20 include a series of stacking diagrams illustrating space utilization for existing as well as various options for the Administration Building, Yesler Building, and the proposed New Building.  There is no background information on the basis on which they were made, why these stacking diagrams are included or what is intended by the various options.  The Courthouse is not included in the stacking diagrams.

	
	
	

	
	
	Proposed Space Standards:  Appendix B includes a discussion of justification for updating the space standards using more space efficient modular furniture.  The appendix provides a cost benefit analysis of modular furniture as well as background recommendations from private sector professionals and Owners.  The section fails however to come to any specific conclusions and does not make a specific recommendation.

Executive Staff Input:
The policy matrix did address this issue by stating that this type of approach would be considered, on a pilot basis, in space remodels.  We also would be applying this concept to a new building.  Note:  To be followed up in 2003 Space Plan – there appears to be a growing body of evidence that private sector businesses are unsatisfied with the results of using these high end modular systems.  

	
	
	

	
	
	Location Alternatives for County Agencies:  Section D of the Mission Statement and Policy Goals includes a summary of alternative building site options.  This information is a summary of earlier efforts contained in other volumes such as the Alternatives to Lease and Lease VS Own Reports.  This data provides a good comparative summary of development costs but is likely out of date at this time.
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