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SUMMARY:  
Proposed Ordinance 2007-0254 would authorize a ten year lease agreement commencing on June 1, 2007, in order to relocate the Work Training Program (also referred to as “Work Source”).  This agency is currently housed in the Earlington Building in Renton, which was selected by the Council as the site for a new consolidated elections facility on March 12, 2007 (Ordinance 15702).  The development agreement that accompanied Ordinance 15702 required relocation of the existing Earlington Center tenants, including the Work Source group, by June 1, 2007.  
The new facility, located at 500 SW 7th Street in Renton comprises approximately 33,000 rentable square feet.  The rental rates included in the proposed lease agreement escalate from $18.00 per rentable square foot up to $22.50 per rentable square foot by the end the of the lease term.  These rates fall within the current market range and include the cost of tenant improvements necessary to make the space usable by Work Source.  The Facilities Management Division has also negotiated zero rent payments for the first four months of the agreement.  
The lease agreement does include a specific clause requiring Council action no later than April 27, 2007.  According to the regular Committee/Council schedule this proposed schedule would require Committee action at today’s meeting and the issue would need to be expedited for action by the full Council at the April 23rd meeting.  This legislation was transmitted on April 12th and is being presented to the Committee for the first time today.  This quick turnaround is in large degree necessitated by the need to move Work Source prior to the June 1, 2007 deadline.
Proposed Ordinance 2007-0253 is a supplemental budget appropriation request for $230,984.  This funding is being requested to make information technology tenant improvements to the new facility for Work Source.  A detailed description of this expense is provided later in this report although it is worth mentioning that a significant portion of the costs relate to providing high speed internet access and making some IT hardware improvements to allow for more efficient use of the new space, which is smaller than the space currently occupied by the Work Source group.
BACKGROUND: 

Work Source Renton is an employment and training center managed by King County. The center provides a range of comprehensive employment services to both businesses and job seekers. Services include access to employees and employers, computer labs, facilitated job search and career workshops, and individualized employment and training assistance. King County Work Training Program assists in the operation of the eight site Work Source system in Seattle-King County. There are three Work Source Centers and five Work Source Affiliates in Seattle-King County.  The Dislocated Workers Program at the Work Source Renton Office provides the following services: 

· Assessment of career needs, skills and abilities, program eligibility, etc 

· Career counseling 

· Case management and an individualized employment/training plan 

· Basic skills resources for ESL, GED, etc. 

· Job readiness training 

· Individualized job placement assistance 

· Follow up after employment to support career and wage progression 

· Scholarships to pay for training in eligible programs at approved schools 

· Pre-employment training with employers who need additional trained employees 

· Coordination with your current employer to identify and pay for training that will increase your ability to obtain a better job within the organization

Work Source employs 91 people at the Earlington Business Center location.  There are 112 computers used by these employees and an additional 176 workstations available for use by the employment services customers.  The customer service workstations serve computer applications labs and classrooms, assessment labs, youth source student labs among other functions.
ANALYSIS: 


On March 12, 2007 the King County Council unanimously passed Ordinance 15702, which selected the Earlington Business Center as the site for a consolidated King County Elections Facility.  That ordinance included a lease agreement with the development firm of Unico Properties Incorporated.  Per the legislation Unico would redevelop the facility to meet the needs of King County Elections.  In order to accomplish that work in a timely manner, the lease agreement required King County to relocate two existing building tenants, WSU Extension and Work Source, no later than June 1, 2007.  Executing the new lease agreement attached to 2007-0254 will allow that condition of the agreement with Unico to be met and will help the consolidated elections facility work to move forward on its planned schedule.
The lease agreement attached to proposed ordinance 2007-0254 is between King County and Radovich Properties LLC.  The agreement covers 33,148 rentable square feet in “The 500 Building” located at 500 SW 7th Street, Suite “A-100” and Suite “A-200”.  A vicinity map showing the location of Work Source’s current location and the newly proposed location is included as Attachment #5 to this report.  Proposed rental rates for the new space are as follows:
    Months 1-4:        $0.00 per rentable square foot, free rent period

    Months 5-36:      $18.00 per rentable square foot or $49,722.00 per month


    Months 37-60:    $19.50 per rentable square foot or $53,866.00 per month

                Months 61-96:    $21.00 per rentable square foot or $58,009.00 per month


    Months 97-120:  $22.50 per rentable square foot or $62,153.00 per month

The rental rates shown above also cover the costs of approximately $1 million of tenant improvements to the space that will be completed by Radovich Properties prior to the move in date.  The terms of this lease agreement are competitive when compared with market rates.  A recent comparison of lease rates in the area of the 500 building is included as Attachment #6 to this report. 
Additionally, the Facilities Management Division has secured a commitment from Unico Properties to cover relocation costs for Work Source up to an amount of $100,392.  For this reason the move expenses associated with Work Source, which are estimated to be approximately $100,000, can be covered without additional appropriation at this time. 
Schedule

Sections 6 and 7 of the proposed lease agreement include specific references to Council approval of the agreement and establish an April 27th, 2007 deadline for that approval.  If the Committee were to pass this Ordinance at today’s meeting this item would need to be expedited in order to be heard by the full Council on April 23rd and meet the April 27 deadline.  This legislation and the accompanying budget appropriation request were transmitted on April 12.  This timetable for legislative review is extremely abbreviated and has required an expedited due diligence review by council staff.  Much of this time constraint relates to meeting the County’s commitments to moving the Earlington tenants by the June 1 deadline.  

Members should be aware that alternate space identification and a related lease agreement for WSU Extension has not yet been secured.
Legal Review

 Legal Counsel has reviewed the proposed 10 year lease agreement and r no substantive issues with the document.  Legal Counsel did highlight as noteworthy Sections 6 and 7 of the agreement, which specifically require Council action by the April 27th deadline.  
Reasonableness






Ready for Action
· The proposed 10-year lease agreement for at 500 SW 7th Street in Renton exhibits rental rates that are competitive with the current market and includes the cost of substantial tenant improvements as well as four free months of rent.
· The schedule associated with the lease agreement would allow for Work Source to be relocated prior to the deadline included in the County’s agreement with Unico Properties at the Earlington Center.  Adoption of ordinance 2007-0254 helps allow the consolidated elections facility project at the Earlington Center to move forward.
· Work Source representatives have expressed satisfaction with the newly proposed space.

For these reasons, adoption of the proposed ordinance appears to be a reasonable business decision. 


The Work Source group is expected to incur significant expenses – up to $544,307 - related to Information Technology improvements at the new facility location.  Based on savings related to the new lease agreement and downsized space, the necessary appropriation amount for this activity is reduced to $230,984.   
Currently Work Source makes use of a wireless bridge connection to a King County Wireless Area Network (KC WAN) from another facility connected to KC WAN that is within line of site to the Earlington Center.  Work Source’s newly proposed facility however, is not within line of site to a facility connected to KC WAN, so the bridge arrangement is no longer an option.  Additionally, executive staff report that a leased circuit option would not provide the necessary bandwidth to meet Work Source’s business needs.  For these reasons, establishment of a fiber connection to the I-Net system, along with related equipment, is being proposed for the new facility.  The following table outlines the expenses associated with the $544,307 request:
	Worksource Technology Proposed Cost Summary

	 
	 

	Fiber Connection to I-Net
	       60,262 

	Interior Data Voice Cabling (Category 5e)
	     126,604 

	Network Infrastructure Equipment (switches, etc.)
	       68,346 

	Router (not incl in above)
	         2,500 

	Servers (x11)
	       66,000 

	Resource Room Work Stations (x26)
	       39,000 

	 T-1 Circuits for Other Partner Networks 
	         4,500 

	 Miscellaneous Costs 
	         8,426 

	INET switch
	       30,000 

	MDF
	       21,000 

	Total
	     426,638 

	Sales Tax  (8.9%)
	       37,971 

	Contingency  (15%)
	       69,698 

	Sub-Total
	     534,307 

	INET first year fee
	       10,000 

	Total
	    $ 544,307 


The “Servers” and “Resource Room Work Station” expenses noted in the above table relate to space reductions in Work Source’s newly proposed facility.  The server closet at the new location is smaller than at the existing facility, necessitating smaller servers and a consolidation of servers from 17 to 11.  The Resource Room at the new facility will not accommodate the existing workstations requiring new units with smaller footprints.  It is worth noting that the items proposed for replacement are all between 2 and 5 years old, which coincides with the regular replacement schedule for these items per County equipment replacement guidelines.  A more detailed description of individual items in the above table is provided as Attachment #7.
The required appropriation amount for this work activity is offset by existing budget amounts and credits as follows:
	Work Source current budget for 2007 rent payments at Earlington Building
	$722,826.00 

	Previously planned 2007 space reductions 
	($72,000.00)

	5 months of 2007 rent payments at Earlington Building
	($301,177.00)

	Rent payments in new building for Oct/Nov/Dec 2007
	($149,166.00)

	Dumping and Surplus costs
	($2,160.00)

	Previously approved budget
	$50,000.00 

	Remaining Tenant Improvement reserve from Earlington lease
	$65,000.00 

	Total cost of IT improvements at new space
	($544,307.00)

	Balance of funding available for work at new space
	($230,984.00)


The Office of Information Resource Management will select the vendor for this project and monitor the sub-project status.  The work will be coordinated with the landlord and the tenant improvement sub-contractors.
Reasonableness






Ready for Action

Following a detailed analysis, the supplemental budget appropriation request of $230,984 can be described as ‘necessary to ensure continued operations of the Work Source program’.  
The request does include funding for some equipment replacement that might not otherwise have been immediately required, although the timing of these replacements does conform to established King County replacement schedule guidelines.  Additionally, some of the equipment replacement would allow for a more efficient use of the space proposed for the Work Source program.  This aspect reduces the overall square footage requirements for the program, thereby contributing to a reduced rental rate.
For these reasons, adoption of the proposed ordinance appears to be a reasonable business decision. 

INVITED: 
Bob Cowan, Director, Office of Management & Budget

Sid Bender, Capital Budget Supervisor, Office of Management and Budget

Jackie McLean, Director, Department of Community and Human Services, (DCHS)

George Dignan, Administrator, Work Training, DCHS

Kathy Brown, Division Director, Facilities Management Division

Noel Treat, DES Deputy Director, Facilities Management Division

Bob Thompson, Leasing Supervisor, Real Estate Services, FMD, DES

David Martinez, Acting Division Director, ITS

ATTACHMENTS:
1. Proposed Ordinance 2007-0254
2. Attachment A to Proposed Ordinance 2007-0254 “Office Building Lease”

3. Fiscal Note (2007-0254)

4. Proposed Ordinance 2007-0253

5. Vicinity Map

6. Southend Office Real Estate Market Overview

7. Detailed description for proposed Technology Improvements

8. Transmittal Letter dated April 12, 2007

9. Fiscal Note (2007-0253)
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