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SUBJECT

Proposed Ordinance 2014-0279 would provide funding to support pre-development work (including identifying a Guaranteed Maximum Price from the developer) associated with the potential redevelopment of the Yesler Building to house the new Department of Public Defense (DPD).  

SUMMARY

· [bookmark: _GoBack]The recent consolidation of four public defense agencies into the King County Department of Public Defense has created a need for contiguous space in downtown Seattle to accommodate approximately 250 new county employees working in this area.  
· Approximately 400 DPD employees currently work out of leased space in three private buildings (and Chinook) in the downtown Seattle area, two in First Hill, and one in Kent.
· Yesler is a historically significant county-owned asset in need of rehabilitation, located near the King County Courthouse and other downtown county buildings.
· Current building occupants include the Community Corrections Division (CCD) of the Department of Adult and Juvenile Detention (which has been under council direction to seek new space for several years), the Sheriff’s photography lab, and several other 2-3 person work units based in DES, DCHS and the Legislative Branch.
· This proposal is to initiate a planning process to redevelop and update the Yesler Building as a 63-20 Lease-Leaseback project to create office space suitable for DPD use (approximately 50 percent of the building on occupancy) as well as other county use or lease.

BACKGROUND
Built in 1908 as a municipal building to serve the rapidly growing Seattle population, the Yesler Building is a historic landmark.  Initially the building housed the police department and the jail, the hospital emergency room, engineering services and the mayor’s offices. King County purchased the building in 1991 and has used it for a variety of county services.  

Adjacent to the county-occupied Chinook building and with close access to the King County Courthouse, the Yesler building comprises approximately 105,219 rentable square feet in seven above-ground and two basement levels. Currently only the first and second above-ground levels are occupied by the county, primarily comprised of CCD. 

Council Legislative History
· 2008 CCD space planning proviso
In 2008, the council asked through a budget proviso that the executive begin a process to identify all of the space needs for the Community Corrections Division and develop a facilities plan that not only addressed the potential growth of CCD programs, but also recognized the potential of providing services in other parts of the county. As anticipated in the executive’s response to that proviso, CCD programming is now constrained by the facility limitations of the Yesler Building. 
· 2011 Real Property Asset Management Plan and 2014 update
Council adopted a Real Property Asset Management Plan (RAMP) in 2011 which included a short-term roadmap to vacate floors 3-7 of the Yesler Building, and set the expectation of developing a recommendation for building disposition by the end of 2011, with the stated objectives of reducing facility overhead, increasing efficiency, and saving money. DAJD indicated within the RAMP that the Yesler space for CCD was greatly undersized and lacking the level and type of security measures to appropriately serve the programs located there, while FMD linked a high occupancy cost per square foot at Yesler to vacant space in the building.

This decision was made prior to the Supreme Court’s ruling in the Dolan case and the subsequent legislative action to bring the public defenders in-house as County employees. 

An update to the RAMP transmitted in 2013 and adopted in 2014 introduced the evaluation of the Yesler building as a potential location for downtown DPD employees.

ANALYSIS

Scope of Work
This project would establish a plan and price to shift approximately 250 DPD employees out of multiple downtown leased locations to a consolidated owned space within the Yesler building, with proximity to the King County Courthouse and other program-related locations. Additional DPD employees would also be shifted to Yesler from less-suitable locations outside of downtown. The alternative to this move considered by the executive would be to seek a consolidated outside lease for these employees. 


Department of Public Defense Occupancies (August 2014)
	Locale
	Current Location
	FTEs
	RSF

	Kent
	
	
	

	
	Meeker Lease
	84
	24,370

	1st Hill
	
	
	

	
	Jefferson Lease
	56
	30,431

	
	Harborview Hospital
	13
	N/A

	Downtown
	
	
	

	
	Central Building Lease
	74
	21,526

	
	Prefontaine Lease
	80
	29,606

	
	Watermark Tower Lease
	65
	20,651

	
	Chinook Bldg
	22
	3,167

	Other
	
	6
	N/A

	  Total
	
	400
	129,751



The current downtown DPD leaseholds total 74,950 rentable square feet, in which approximately 240 FTE employees are located. The proposed Yesler redevelopment would provide space for approximately 250 DPD employees in approximately 41,000 rentable square feet, plus shared spaces. DPD expects that current leases outside of downtown are sufficient and appropriate to those employees serving the juvenile detention facility and other locations.

DPD would occupy four or more floors of office space in the seven-story Yesler Building, and have shared use of a top-floor multi-purpose center, presentation/training rooms in Basement A, and parking/loading dock in Basement B.

Proposed Yesler Building Floor-by-Floor Occupancy
[image: ]

A proposed typical floor plan for the redeveloped Yesler Building is shown in Attachment 2.

The proposed redevelopment would cost approximately $32.5 million, financed over 20 years. At a current market value of $250 per square foot on approximately 105,000 rentable square feet, the redeveloped building would be worth nearly $49 million in 20 years. The estimated 20-year net present value of the project, including move costs and anticipated income from leased space in the building, is approximately $5 to 9 million. Staff will refine this value during the predevelopment phase, if authorized.

Redevelopment would include structural enhancement to modern safety standards; replacement of major systems including electrical, roofs, windows and frames, and elevators; HVAC update; upgrade of security, stairwell and interior build-out as required by tenants; basic furnishing; and tuckpoint exterior and basement waterproofing budget.

This project is proposed to be delivered using the 63/20 method (so named for IRS rule 20 enacted in 1963) that enables a certain project financing arrangement involving a non-profit entity issuing the project debt with the government guaranteeing the debt payments. This delivery method has been used successfully by the county in the past – example projects include King Street Center, the Chinook Building and Harborview’s Ninth and Jefferson Building. Past 63/20 projects included the security of county agencies as tenants making the debt payments, or in the case of the Ninth and Jefferson Building, the University of Washington legally bound itself to fulfill the debt obligations. In this proposal, as in the Harborview Hall redevelopment proposal, potential county tenants for the building account for approximately half of the total rentable space.

The developer-proposed timeline for the redevelopment includes providing a guaranteed maximum price by February 2015 and vacating current tenants and beginning construction the following month. Construction would be complete by March 2016 with full occupancy by May 2016.

Current and Alternative Tenant Locations
Lease renewals for the current DPD locations in the Watermark, Jefferson, and Prefontaine buildings have been limited to three years to allow the possible consolidation of staff at a future time. The executive transmitted the lease agreements for these locations on August 8.

CCD and FMD expect to agree on a plan to relocate CCD within the next few weeks, but FMD recognizes the timing of the relocation of CCD as a significant risk within the proposed Yesler redevelopment timeline. Specifically, the Yesler construction could be delayed if CCD is unable to move to a suitable space on schedule, increasing both direct project costs and costs to maintain current space for DPD. Per FMD, candidate locations have recently been identified for CCD which improve on the current space in Yesler in terms of program fit and may be suitable in terms of transit accessibility. 

Other work units currently in the Yesler building are as follows:
· Employee Assistance Program (2 staff)
· DCHS Ombudsman (2 staff)
· Boundary Review Board (2 staff)
· Hearing Examiner (3 staff)
· Sheriff’s Office photography lab (2,459 rentable square feet)
These units would be considered for moving back into the redeveloped building, but would need limited-term and space accommodation outside the building during the construction process.

ISSUES FOR COMMITTEE CONSIDERATION

The current proposal represents a significant contraction of office space allocated to DPD employees working in downtown Seattle. Further, the consolidation of staff from formerly independent contracted nonprofit agencies, now DPD divisions, into one building will result in significant changes to office configurations and may require a focus on change management as well as close coordination with agency management and staff to assure a successful transition. The short timeline between receiving the Guaranteed Maximum Price (February 2015) and the proposed beginning of construction (March 2015) could limit the Council’s ability to consider alternatives to acceptance of the GMP – that is, exploring alternatives could delay the proposed schedule. Dependencies include both the current leases for DPD and agreements for space into which current Yesler tenants would move either permanently (CCD) or temporarily (others).

REASONABLENESS 

The Yesler parcel and building represent an important county asset whose value is not fully captured under current use. The location, size and overall configuration of the building make it a strong candidate for office space for a downtown county purpose, like that represented by the new DPD employees. 

The process for identifying a contract developer appears to have been competitive and the predevelopment price proportionate to the project and in line with similar projects undertaken by the county.

While the relocation of CCD presents a challenge, moving that program out of Yesler to a larger, classroom-oriented space aligns with direction provided by the council over the last several years. Approval of this predevelopment appropriation would enable FMD to finalize a contract with Goodman Real Estate to provide design plans and a Guaranteed Maximum Price by February 2015. Goodman Real Estate was the successful bidder during the procurement phase. 

INVITED: 
Kathy Brown, Director, Facilities Management Division (FMD), DES
David Chapman, Interim Director, Department of Public Defense
Nate Caldwell, Director, Community Corrections Division, Department of Adult and Juvenile Detention

ATTACHMENTS:
1. Proposed Ordinance 2014-0279
2. Proposed Typical Floor Plan – Redeveloped Yesler Building
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