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STAFF REPORT
SUBJECT:
This ordinance would approve changes to the final King County agency tenants authorized to occupy the new county office building (NCOB), which is currently under construction on the corner of Fifth Avenue and Jefferson Street in Seattle.  In addition, the ordinance would authorize the Executive to program up to 5,000 square feet of the NCOB without council approval.  
SUMMARY:
The Executive is proposing changes to the list of tenants, previously approved in Ordinance 15390, designated to occupy the NCOB.  The proposal would remove two agencies that are already approved:  
1. Department of Executive Services (DES) Finance from the Administration Building and 
2. Department of Community and Human Services (DCHS)/Public Defense from the Walthew Building.  
Instead the Executive proposes to assign three other agencies to occupy the building:

1. DCHS Crisis and Commitment in the Bank of California Building, 
2. DES Office of Information Resources Management (OIRM) in the Columbia Center, and 
3. the Office of Business Relations and Economic Development (BRED) also in the Columbia Center.  

In addition, the legislation proposes to allow the Executive to program up to 5,000 square feet of space in the building without council authorization.  
BACKGROUND:
Programming Standards  
As a reminder to councilmembers, the 2005 Adopted Space Plan set standards for county agency space usage and established policy guidelines that will be applied to the NCOB.  The space plan policies inform decisions affecting over 400,000 square feet (sf) of leased office and specialty use space within the county government.  The following are particularly applicable to the tenant decisions regarding the NCOB:  

1. Co-location of services:  The space plan directed that the county should co-locate services when functional relationships or user accessibility warrant and when it is economically feasible.  
2. Move from leased to owned space:  The plan directed that the county move from dependence on short-term leased space in the downtown Seattle area to owned space or long-term leased space with the option to own when lease space exceeds ten percent of downtown occupied space and when building ownership will provide a long term cost benefit to the county.
3. Short term moves:  Short term moves of county functions shall be subject to council approval of capital improvement projects and leases.   The cost and disruption of short-term moves should be avoided.  
4. Space Standards/Modular Furnishings:  Established programming space standards should be set as per square foot ranges for various categories of county employees and specialty programmed space.  These standards are to be used during planning and design.  Modern modular workstation furnishings and filing systems continue to be considered in 
remodels of existing county owned space and are planned in the NCOB.
5. NCOB Programming:  County space standards may be tested through the process of programming the NCOB.  (The space plan authorized the Executive to proceed with NCOB space programming for specified tenants, encompassing approximately 80% of the approved tenants to occupy the building.)  
6. Square Footage Comparisons:  Any space owned or leased by King County shall be presented in future space plans in both useable square feet (USF) and rentable square feet (RSF) to ensure consistency of analysis and comparison.  

Financing of the NCOB:  In September 2004, the cost of the NCOB, or the Guaranteed Maximum Price (GMP), was adjusted to $100,940,741.  The financing plan assumes that annual lease payments (i.e. debt service on the bonds) will be paid by tenant agency rent payments and parking revenues.  Tenant agency rents were projected to be equivalent to their current outside lease costs.  Parking rates would be increased to market rates and current parking contributions to the CX fund and Child and Family Services are assumed to be equal to the current dollar amounts indexed at 3% for inflation.  
An analysis of the financing plan has not been done since September, 2004.  Consequently, it is not known whether the current lease rates and parking rates will support the costs of the NCOB.  In 2004, a 3% inflation rate was included in the market analysis.  However, it should be noted that the Executive has yet to transmit legislation that would increase parking rates to market rates, although the new parking garage has been open a year.  (Legislation proposing this increase was originally anticipated in the 4th quarter 2005.)  
Previous Council Action regarding Tenant Selection:  The council has extensively reviewed the proposed tenants for the NCOB on three previous occasions:  

1. during consideration of the 2005 space plan when programming initial agreed upon tenants (Ordinance 15328),

2. upon receipt of a final tenant list (Ordinance 15390), and 
3. when authorizing the current location of the Executive offices (Ordinance 15563).  
The following table denotes previous legislation and decisions by the council and shows the differences included in the proposed legislation:  
Table 1:  Past Council Action Regarding NCOB Tenants & Proposed Changes
	Ordinance
	Purpose
	Tenants
	Location

	15328
	2005 Adopted Space Plan

· Authorized the Executive to proceed with programming of 80% of the NCOB office space for specified tenants
· Stipulated that the Executive, OMB, DES Admin, BRED, & OIRM would remain in the BOAT until end of lease December 31,2007
	1. DES Finance.

2. DCHS

3. DDCHS/Public Defense

4. DPH

5. DPH

6. DES/BOE

7. MKCC/Ombudsman
	1. Exchange

2. Exchange

3. Walthew

4. Wells Fargo

5. Lynn Trust
6. Administration

7. Yesler

	15390
	Adopted the “final King County agency tenants”
· No other agency to be located in NCOB unless authorized by ordinance

· Designated the Administration Building for occupancy of Executive Offices
· Allowed the Executive to submit a list of proposed changes
	Added two tenants to the list:
1. DES Finance

2. DES ITS (not including Data Center)
	1. Administration

2. Key Tower

	15563
	Upon completion of law justice planning, the Executive will relocate in the Courthouse, not the Administration Building  (Until this occurs, the Executive will continue to rent office space in the Columbia Center)
	Set council intent for the future location of the Executive
	

	Proposed Legislation 

	PO 

2006-0408
	1. Proposes changes to the final tenant list
2. Proposes flexibility in determining the programming of 5,000 square feet without council approval
	Deletes two tenants:

1. DES Finance

2. DCHS/Public Defense

Adds three tenants:

1. DCHS Crisis/Commitment

2. DES OIRM

3. BRED
	1. Administration

2. Walthew 

1. Bank of Cal.

2. Columbia Ctr.

3. Columbia Ctr.




ANALYSIS:
This staff report will address only the proposed changes to the NCOB tenancies and policies.  
Removal of Finance and Business Operations Division (FBOD) from Tenant List

The most significant proposed tenant change is that the FBOD, which currently occupies 16,519 square feet in the Administration Building on the 6th floor, remain in its current location.  Ordinance 15390, adopted by the council in March, 2006 directed that this group be included in the NCOB.  
The proposed deletion of this group would “free up” almost a whole floor that is now proposed to accommodate a possible series of temporary projects such as the Accountable Business Transformation (ABT) project, the vote-by-mail (VBM) project change over, or the Electronic Records Management project.  Limited term special projects, staffed by term-limited temporary employees, consultants, or assigned staff would occupy this space for the duration of an assignment.  Generally, outside leased space is obtained for these types of projects.  Use of NCOB space for such projects will be discussed later in this staff report.  
History

Finance (Treasury) which is currently located on the 6th floor of the Administration Building was part of the candidate NCOB tenants recommended by the Executive in 2003 to be co-located with Finance from the Exchange Building.  The Finance Treasury Group was dropped from the Executive’s proposed NCOB tenants list in 2004.  In Ordinance 15390, the Council again approved the co-location of treasury functions with the remaining Finance employees from the Exchange Building.  
If FBOD were to move into the NCOB, the new space standards would require the operation to downsize from 16,500 square feet to approximately 12,699 square feet to support 83 employees.  If transferred to the NCOB, this square footage does not include estimates for support space such as storage rooms or specialty counter space.  However, an estimate would be that FBOD/Admin would occupy one floor in the NCOB, which averages at about 19,000 sf.  
Adjacency

The Executive is proposing that FBOD remain in the Administration Building to be adjacent to the Assessors Office.  (The treasury section provides cash management and property tax collection functions that are associated with the property tax assessment function provided by the Assessor.)  
Space plan policies, adopted by Ordinance 15328, provide direction on the co-location of county agencies, stating that the county shall co-locate services when functional relationships or user accessibility warrant and when economically feasible.  The Executive feels that a functional adjacency exists between the FBOD treasury group and the County Assessor that outweighs the co-location of all Finance functions.  
The Executive stresses that FBOD provides a valuable public service by collecting property tax payments from individual taxpayers.  FBOD adjacency to the Assessor would provide a “one-stop shopping” public service.  Often citizens need to confer with both Treasury Operations (6th floor Admin) and with property records or employees of the Assessors Office (7th floor Admin) to fully understand their property tax amount or the valuation basis that ultimately drives the amount of their taxes.  The Executive feels that segregating these functions in two separate buildings would deteriorate the quality of public service.   

Cost
The Executive maintains that the high costs of vacating and backfilling the sixth floor of the Administration building, as well as installing tenant improvements for the FBOD group in the NCOB prohibit the policy direction to co-locate all of Finance.  Previous estimates to move this group and to backfill the 6th floor in the Administration Building for the Executive were estimated to be approximately $2.2 to $5.2 million and would require that the Washington State Auditor be relocated to an undetermined location.  
Plans no longer assume that the Executive will move to the Administration Building.  The Council, in Ordinance 15390, directed that the Executive remain in the Columbia Center until such time as criminal justice initiatives are completed and the possibility of moving to the Courthouse can be analyzed.  
Due to the strong preference for Assessor adjacency, the Executive has not included programming of the FBOD/Admin group into the NCOB.  As a result of this decision, the Executive states that it is too late to alter the NCOB programming.  Should the council agree to Assessor adjacency, a move of FBOD would not be required at a later date.  However, FBOD occupancy of the NCOB would result in higher costs because the move would be implemented after completion of the NCOB construction.  
NCOB tenants will pay for the building from amounts previously paid for leased space.  (As noted in the financing section of this report, parking revenues will also be dedicated to support building costs.)  To support building costs as planned, the NCOB space will need to be fully programmed.  The Executive plans to program temporary short-term projects in currently un-programmed space on the 8th floor.  The Executive believes that temporary projects such as the ABT project (discussed below) will effectively occupy this space until it is needed to accommodate future expansion by permanent tenant agencies.  Smaller agency tenants (yet undetermined) might also use this space.  The Executive’s goal is to fully program 8th floor by December 31, 2007.  The county agencies will be subject to per square foot charges reflecting a full year of operations for the 2008 budget year.  
The Executive believes that initial NCOB rates may be slightly higher than market during the first few years of operation, but would be substantially lower in later years because county internal rates (not including operating costs subject to inflation) will be constant over time while private sector rental rates will increase with the market.  The county’s operating costs will inflate as will private sector operating costs.  

Temporary Space Needs

When initially proposed, the NCOB was designed to allow additional work stations, with 10% growth for future employees per floor.  Offices were to be configured to accommodate this expansion.  Additionally, three non-programmed spaces were to be located on floors 6, 7, and 12 for consultants and short-term project teams.  
According to the March 2005 “NCOB Prospective Tenant Report” on occupancy, these spaces were envisioned to accommodate growth for those agencies with the greatest probability of growth, the Health Department and the DES ITS.  At that time, the 12th floor space was also envisioned to accommodate potential functional changes or growth for the Office of Information Resource Management.  The report states that these spaces would approximate the size of one of the standard NCOB floor, or 20,000 rentable square feet.  
As noted earlier in this report, the Executive proposal consolidates special project space onto one floor – the 8th – to support temporary projects and to meet future expansion needs.  Limited term projects, staffed by term-limited temporary employees, consultants, or assigned staff would occupy this space for the duration of the program.  In the past, outside leased space was obtained for these projects.  

The Executive maintains that there are reasons for consolidating project space on the 8th floor.  

1. Consolidation would make it easier to efficiently backfill the space with a relatively large amount of highly flexible project space.  

2. Consolidation provides expansion space for growth of permanently approved tenants.  The 8th floor is strategically located between the two tenants with the most potential for staff fluctuations, Public Health and ITS/OIRM.  This floor could accommodate tenant increases or decreases without requiring another tenant to move out of the building.  
3. Consolidation could negate the need to lease space if the agencies increase significantly.  
4. Flexible project space would also provide the opportunity to shrink or grow as projects move through normal life cycles.  This would eliminate the need to attempt to adjust leaseholds over time or make other costly modifications to leaseholds in order to deal with staffing changes.  

The Executive indicates that Public Health and OIRM/ITS predict ten year staff growth in the NCOB of 119 and 87 FTE’s respectively.  It should be noted that both agencies display staff increases and decreases due to changes in technology needs or grant funded projects.  

Accountable Business Transformation (ABT)
Until the anticipated growth of permanent tenant agencies occurs, special county projects like the ABT project could dominate the occupancy on the 8th floor with a rough estimate of future staffing occupying from 60 to 75% of the floor.  (When the ABT project is fully staffed it is anticipated that up to 75 employees would be needed to implement the project
.)  As planned, one floor of the building could “house” 100-125 staff.  Toward the end of the 5 year ABT project, tenant expansion could be accommodated as the ABT staffing ramps down.  
While there may be some unused space during 2007, the ABT and possibly the other cited projects could fill up the floor over the next 5 years.  The ABT project is anticipated to be 3 to 5 years in length with a rapid increase in staffing and then a relatively slow ramping down in staffing as implementation of new systems occur.  
Considering the overall policy of moving county agencies from leased space to owned space, this proposal allows more agencies that are currently leasing to move into county owned space.  FBOD currently resides in county owned space in the Administration Building.  The three smaller agencies now proposed to move into the building – BRED, DES/ITS/OIRM, and DCHS Crisis and Commitment – currently lease space in the Columbia Center and Bank of California.  This proposal coincides with 2005 Space Plan policies.  
Other Possible Usage for Currently Un-programmed Space

The Executive has noted that expansion space for up to 20 additional staff per floor could still be accommodated by reconfiguring work stations.  While it is prudent to plan for expansion space within the building, it is unclear whether the best use of the space would be for temporary projects.  Adopted space plan policies indicate another possible NCOB space usage.  
The 2005 Space Plan called for relocation of the King County Sheriff’s Office Criminal Investigation Division (CID) from the Regional Justice Center (RJC) to a downtown central core location.  This direction is directly linked to approval of the District Court Operational Master Plan (OMP) which specified that only one court facility service a jurisdiction – in this case the City of Kent, thus directing the closure of the Aukeen Courthouse and consolidating court operations in the RJC.  

Executive staff testified at an earlier Capital Budget Committee (CBC) meeting that relocation of CID was a top priority.  The Executive is currently exploring inclusion of the CID into the proposed new Goat Hill building location and has proposed a $1.1 million supplemental appropriation to begin program planning and master use permitting for construction of the building.  Preliminary information is that CID would require 15,000-20,000 square feet of office space and would need at least 80 parking spaces available for squad cars.  According to the Sheriff’s Office, the CID currently occupies 22,500 square feet at the RJC.  The space available on the 8th floor of the NCOB could possibly offer a solution to this pressing need.  
In considering such a decision, an analysis of specific CID needs – particularly regarding security and tenant improvements – would be necessary to ensure that the NCOB could meet CID needs.  The NCOB is planned specifically as a Class A quality space (which is defined as a signature building maintained at the highest standards with building features reflective of a well run operation), which may or may not meet CID needs.  Council staff has not been able in the current time frame to consider this type of analysis which would require further study.  
Removal of DCHS/Public Defense from Tenant List

The original proposal for this group (in September, 2003) reported that Public Defense occupied about 3,000 rentable square feet in the Walthew Building and had 22 FTE’s.  The long-term projection was for 23 FTE’s occupying about 4,082 rentable square feet in the NCOB.  This square footage did not include miscellaneous support/other space.  
This Public Defense group, along with the Veterans’ Assistance program, currently leases 6,000 sf in the Walthew Building, with approximately 3,000 sf dedicated to each program.  According to the transmittal letter, DCHS and FMD have determined that the NCOB is not the best location for the Office of the Public Defender and the Veterans’ Assistance program to best serve their clients’ needs for location, conferencing and security within the open concept design of the NCOB.  
A new lease has already been approved by the council in Ordinance 15590 to allow the group and the Veterans’ Assistance program to continue leasing at the Walthew Building for another five years
.  This previous policy decision was made by the council outside the context of the proposed NCOB changes.  

Past lease costs for these two agencies were estimated at $69,000 each annually.  A fixed fully serviced rental rate is now estimated at $26 per square foot or about $156,000 annually for both programs.  
Addition of Three New Agencies

The Executive feels that the moves of BRED, OIRM, and Crisis and Commitment to the NCOB is consistent with the movement from leased to owned space in the downtown area.  The moves will save estimated annual rent costs of $321,206 for the Columbia Center (Bred and OIRM) and $172,881 for the Bank of California (DCHS).  Per earlier financing assumptions, these costs would be applied to the debt service at the NCOB.  
DCHS Crisis and Commitment
Crisis and Commitment currently rents about 6,714 rentable square feet in the Bank of California Building.  Currently staffing for this unit is 37 FTE’s covering a 24/7 operation for involuntary detention.  DCHS informed Facilities Management that one of their highest priorities was co-locating this function in the NCOB with other DCHS programs.  The group would occupy about 4,000 sf in the NCOB.  This request is consistent with space plan policies for co-location and moving out of leased space.  
ITS/OIRM

OIRM currently occupies about 5,132 rentable square feet in the Columbia Center.  Their current staffing is about 15 FTE’s.  DES ITS has merged with OIRM.  Programmed in the NCOB, the group would add approximately 2,295 sf.  Due to this merger, the space plan policy for co-location could be a governing policy to add this group to the NCOB.  
BRED
BRED currently occupies approximately 6,011 rentable square feet in the Columbia Center.  Current staffing is approximately 16 FTE’s.  They currently are programmed into approximately 2,585 usable square feet in the NCOB.  This does not include shared conference space which is shown on plans as health department space.  It should be noted that Ordinance 15247 listed BRED as a possible candidate for consideration as a NCOB tenant; consequently, inclusion of BRED as a tenant would be consistent with that policy direction from the council.  
Executive Ability to Program up to 5,000 Square Feet without Council Approval

The legislation proposes that the Executive will have the ability to program up to 5,000 square feet of space in the NCOB without council approval.  According to the Executive, about 30 or 35 staff and cubicles could be placed in 5,000 square feet – depending upon the ratio of large to standard cubicles.  Additionally support space, hard walled offices, and conference rooms would decrease the number of staff supported in 5,000 sf.  (As a reference, the 32nd floor of the Colombia Center that houses the Executive and OMB is 23,822 rsf and supports 74 staff.  In addition, DES Administration and staff support 8 FTEs)  
According to the Executive’s transmittal letter, this decision would provide programming flexibility to quickly resolve future space needs for smaller stand-alone agencies such as the Alternative Dispute Resolution program (ADR), the Boundary Review Board (BRB), and the Office of Executive Internal Audit.  (Discussions are already underway with these agencies regarding possible occupancy of the NCOB.)  

Per the transmittal letter, it is anticipated that at least two of these agencies will be located in the NCOB, dependent upon the final detailed floor plans.  However, both ADR and the BRB have identified needs for significant conference room and meeting space that may be best served at another facility.  In addition, the final detailed floor plans may only accommodate the needs for two of these agencies, with one agency either remaining in their current space or backfilling vacated space in the Yesler Building.  According to the transmittal letter, the Office of Executive Internal Audit will be vacating their current leased space in the Columbia Center.  However, the stacking plans for the NCOB do not currently include this agency.  
The NCOB floor stacking plans allow for occupancy of between 15,579 to 19,151 useable office square footage (USOF).  Consequently, 5,000 USOF would equal approximately one quarter of a floor.  The flexibility to program this type of small square footage would allow the Executive to quickly resolve moves for small agencies or groups.  The current plan – without the Finance group housed in the Administration Building – leaves the 8th floor vacant to house special project groups or smaller agencies.  
The ability to program 5,000 square feet at a time without council approval could result in four separate decisions, which would fill a full floor of the building.  (Because Ordinance 15563 has already designated a location for the Executive, it is understood that this space would not be used for Executive offices.)  

Should the council wish to provide this flexibility to the Executive, they may wish to clarify via proviso and/or findings the criteria necessary to make 5,000 sf programming decisions without council input.  Conversely, should the council not choose to support this request, they might wish to direct council and executive staff to work together to identify tenants from the proposed small stand alone agency list, which could be designated for the NCOB in this legislation.  5,000 sf choices could also be approved at a later time via other space planning initiatives.  
Pros/Cons

The addition of DCHS Crisis and Commitment, DES OIRM, and BRED does not raise significant issues as occupants of the NCOB.  Current lease costs would be applied to payment of the NCOB.  OIRM and Crisis and Commitment will be co-located with other functions and BRED conforms as a possible candidate with previously suggested council direction.  Two of the agencies will occupy no more than 2,500 sf and the third about 4,000 sf.  All three would occupy less than ½ a floor in the building.  
The following table provides a consideration of pros and cons for the Executive’s proposal to remove FBOD/Admin and DCHS/Public Defense as tenants and to allow the Executive to program 5,000 sf without council approval:  
Table 2 - Options

	Proposed Change
	PRO
	CON

	Remove 

FBOD from tenant list
	· Would allow FBOD adjacency to the Assessor

· Would not require move costs

· Would not require retrofit of 6th floor space in Admin. Building
· Could provide NCOB space to relocate CID

· Would provide future expansion space for PH & ITS
· Would not require TIs in the NCOB
· Could provide special project space in the NCOB
	· Would cost more as a separate project, per FMD
· Would not co-locate FBOD functions

· Would leave a full NCOB floor vacant

· Full programming will be necessary on the 8th floor 

	Remove 

DCHS/Public Defense


	· Ordinance 15590 authorized a new five year lease (through 2011) for this group
· Allow time for decisions on future location to better suit “layout” needs for security, conferencing, etc.  
	· Would not consolidate with other DCHS functions

· Would not be located in close proximity to the courthouse

	Allow Programming of 5,000 sf
	· Limits the amount of additional legislation for council consideration
· Provides the Executive ability to make immediate decisions
	· Does not provide council the opportunity to consider smaller tenants for the NCOB
· Authorization could allow four separate decisions of 5,000 to fill a full floor of the building


INVITED:

· Kathy Brown, Director, Facilities Management Division
· Dave Preugschat, Deputy Director, Facilities Management Division

· Bob Cowan, Director, Office of Management and Budget

· Ken Guy, Director, Finance and Business Operations
ATTACHMENTS:


1. Proposed Ordinance 2006-0408
2. Transmittal Letter, dated August 29, 2006

3. Fiscal Note

4. NCOB stacking and floor plans
� The ABT Project will be staffed by a mix of assigned county FTEs, temporary term limited (TLTs) personnel, and consultant staff.


� The lease was approved for the duration of five years from January 1, 2007 through December 31, 2011.  
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