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Metropolitan King County Council

Budget & Fiscal Management Committee

	Agenda Item No.:
	2
	
	Date:
	June 2, 2004

	Proposed No.:
	2004-0126
	
	Prepared By:
	David Layton


REVISED STAFF REPORT

Proposed Substitute Motion 2004-0126 was reported out of committee with a do-pass recommendation on June 2, 2004
SUBJECT:
Proposed Motion 2004-0126 will approve the Executive’s recommendation for the Automotive Center Site as the location for the proposed New County Office Building 

BACKGROUND: 

Today’s discussion on the motion to approve the executive’s recommendation to locate the proposed New County Office Building on the Automotive Center Site is the next step in a series of legislative review, approval and decision points.  The following table

	Legislation
	Summary
	Council Action

	Ordinance 14420
	Approval to initiate Phase I effort to evaluate options for a new/purchased office building & Phase II Central Steam Plant
	07/15/02

	Ordinance 14812
	Ordinance to approve Phase I recommendation to build a new office building and approved supplemental appropriation of $1.2 million to proceed into the next phase.  Phase II includes site evaluation, site selection, preliminary design, engineering and Master Use Permit application
	12/08/03

	Proposed Motion 2004-0073
	Motion to approve the project plan.  The plan includes Phase II scope, schedule, budget and recommendation for recovery of land value.
	05/19/04 BFM Committee do-pass

	Proposed Motion 2004-0126
	Motion to approve the Executive recommended Automotive Center Site as the location for the NCOB.
	04/07/04, 05/19/04 & 05/26/04 in Committee

	Proposed Motion 2004-XXXX
	Motion to approve the report on Work Release space usage.  Transmittal due May 3, 2004
	

	Proposed Ordinance 2004-XXXX
	Ordinance to approve proposed 2004 Space Plan.  Transmittal anticipated in June 2004.
	

	Proposed Ordinance 2004-XXXX
	Ordinance to approve NCOB Lease Documents and Development Agreement.  Transmittal scheduled July 15, 2004
	


Previous committee discussions on the Phase II Propose New County Office Building legislation occurred on April 7th and May 19th 2004.  A series of sessions were conducted to review site analysis recommendations on May 5th .following the regularly scheduled BFM Committee meeting.  Individual committee member reviews were held May 14th and May 21st.
Today you are being asked to approve the Executive’s recommendation to locate the proposed New County Office Building on the existing Automotive Center Site.  This will allow the design team to complete the preliminary design and engineering necessary to submit an application of a Master Use Permit (MUP).  

The next step in Council’s review and approval process will be approval of the lease documents and the development agreement which is scheduled for transmittal July 15, 2004.  The unique project delivery methodology proposed for this project utilizes a “63-20” provision of the IRS tax code.  This delivery method is a lease rather than the traditional design-bid-build or GC/CM delivery methods used for typical capital improvement projects (CIP).  Previous “63-20” projects include the Patricia Bracelin Steel Memorial Building which is scheduled to open in June 2004 and the King Street Center Building.  

Approval of the lease documents and the development agreement will be Council’s last opportunity for a formal approval of the project.  Executive staff have proposed a series of informal project review sessions to provide council participation throughout design.

NCOB PHASE II SITE RECOMMENDATION


Proposed Motion 2004-0126
The analysis report entitled An Approach to Reducing King County Office Space Costs included preliminary evaluation of three candidate building sites for further site evaluation and final site selection as part of a Phase II effort.  These three sites are:

· Option A:  Goat Hill Site

· Option B:  Automotive Center Site

· Option C:  North Kingdome Parking Lot Site

Council adopted Ordinance 14812 In December 2003 which provided a supplemental appropriation of $1.2 million to proceed with phase II.  The Executive transmitted his site selection recommendation on March 4, 2004.  Proposed Motion 2004-0126 would approve the executive’s recommended Option B:  The Automotive Center Site for the NCOB (Attachment #2).
Site selection options and recommendation were previously reviewed at the April 7th BFM Committee meeting.  

North Kingdome Parking Lot Site Discarded:  The April 7th briefing also reviewed the Executive’s decision to discard the North Kingdome Parking Lot Site (Option C) as a viable option.  The report summarized the overriding development uncertainties and site encumbrances for Option C and concluded in Section 2.3.1, page 10 that:  

“Notwithstanding the highly speculative nature of the development assumptions, it is currently infeasible to site an office building on the North Kingdome Parking Lot that will meet the county’s requirements.”

The bulk of the Executive’s site selection analysis focused on a comparison between the two remaining county-owned site options (the Goat Hill Site – Option A and the Automotive Center Site – Option B).

Comparison of Option A and Option B:  A cost comparison between the original pro-forma, Option A and Option B is summarized in the following excerpts from Table 1 Economic Comparisons to Original Pro-forma; proviso response #2, page viii:
	Cost Element
	Original 12/03 Pro-forma
	Option A    Goat Hill Site
	Option B Garage Site

	New County Office Building
	
	
	

	Entitlements and Utilities
	$865,000
	$865,000
	$983,000

	Shell and Core Architecture
	$1,331,000
	$1,331,000
	$1,720,000

	Shell & Core Engineering
	$898,000
	$898,000
	$1,197,000

	Shell & Core Construction
	$43,446,500
	$39,457,000
	$46,423,540

	Tenant Improvements
	$14,331,500
	$14,331,500
	$16,351,500

	Misc. Dev. Costs/Fees/Contingencies
	$9,293,710
	$9,253,815
	$10,290,030

	Total Development
	$70,165,710
	$66,136,315
	$76,965,070

	Financing
	$2,500,000
	$2,900,000
	$2,900,000

	Net Capitalized Interest
	$6,312,987
	$5,538,929
	$6,060,939

	Total Development w/financing(excl. land)
	$78,978,697
	$74,575,244
	$85,926,009


	Existing Automotive Center Garage
	
	
	

	Exterior Enhancement (voluntary)
	
	$2,521,104
	-

	Vehicle Restraint (safety)
	
	$1,666,205
	

	Seismic Upgrade (safety –funded project)
	
	$720,000
	

	MMRF (maintenance – funded projects)
	
	$1,510,000
	-

	Subtotal Automotive Center
	
	$6,417,309
	$0


	Total Combined Projects (excluding Land)
	
	$80,992,553
	$85,926,009


Existing Automotive Center Garage Projects:  The series of planned infrastructure improvements to the existing Automotive Center noted in the table above are summarized in the following table:

	Description
	Justification
	Estimate
	Comments

	Vehicle Restraint
	Safety
	$1,666,205
	Seattle Building Code requirement (voluntary-non retroactive).  Space Plan policy – To maintain safe and attractive buildings

	Exterior Enhancement
	Aesthetic
	$2,521,104
	Exterior facing to upgrade compatible with NCOB (voluntary)

	Seismic Upgrade
	Safety
	$720,000
	A total of $1,138,173 appropriated in 2000 through 2003.  Remaining unencumbered (03/17/04) $720,000

	MMRF
	Maintenance
	$1,510,000
	Various 6-year MMRF CIP projects

	Total
	
	$6,417,309
	


If the Automotive Center Site (Option B) were selected the MMRF & seismic upgrade projects could be cancelled and funding (+/-$2.2 million) assigned to either the NCOB project or reallocated for some other purpose.

Several additional Automotive Center Site (Option B) issues were identified and discussed at the April 7th briefing and are summarized in the following table.  Costs shown in the following table are included in the cost summaries above.

	Demolish existing Automotive Center and Replace
	Option B Requirement
	$11.6 million
	Premium construction cost (including soft costs) to demolish and rebuild a new parking garage for 568 vehicles.  Cost is included in the construction cost for Option B

	Automotive Center Maintenance Shop Relocation
	Option B Requirement
	$2 million
	Placeholder Estimate only.  Final resolution of the maintenance shop relocation is unresolved at this time.

	Property Entitlements
	
	No Allowance
	


Land Value:  The above summaries are exclusive of any county-owned land value assumptions.

Budget Summary:  The following table summarizes a comparison between Options A & B which includes a change in the Total Development category due a recent adjustment in the financing assumptions:

	Description 
	Option A

Goat Hill
	Option B

Automotive Center

	Total Development (incl. Financing, Excl. land)
Minimum Bond Size to Finance
	$74,575,244
	$85,926,009

	Costs
	
	

	Annual Debt Service (1st year)
	($5,424,652)
	($6,250,314)

	MMRF
	($236,249)
	($236,249)

	Remodel
	($87,289)
	($87,289)

	Total Annual Costs
	($5,748,190)
	($6,573,852)

	Rent
	
	

	Rent $/SF (excluding land value)
	$22.02
	$25.19

	Value of Land (based on $10 million) $/RSF
	$2.79
	$0

	Total Rent
	$24.81
	$25.19

	CX
	
	

	CX Tenant Portion of Debt Service
	($420,000)
	($478,000)

	Land Value Revenue to CX
	$727,000
	$0

	Total Net CX
	$307,000
	($478,000)


Cash Flow Analysis:  The proposed financing plan for the project (Automotive Center site – Option B) is structured to achieve the following:

1. Proposed tenants will be charged market value for space in the NCOB which is planned to be the same as the projected lease costs at the time of move in (2007).

2. The project financing plan is structured to accrue 6-months of capitalized rent before the first debt payment is due which will ensure that the project will always be in a positive cash flow position.

3. Revenues are projected to exceed expenditures after approximately three and a half years. 
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Proposed Financing Plan:  A copy of the proposed debt service financing plan for the Automotive Center Site (Option B) is included in Attachment #4.  The plan is based on holding the proposed tenant agency lease payments at projected 2007 levels and supplementing these lease payments with a series of other adjustments as follows:

· Revenues for 250 additional parking spaces added by the project.

· Utility savings for existing tenant lease utility pass-through costs compared to NCOB efficiency.

· Rental income from the State reimbursed PAO function occupying Courthouse 4th floor (old Executive space).

· Payments from Motor Pool/Auto Shop for the $2 million allowance in project cost.

· Hot water net savings for Courthouse, Administration Building & Jail resulting from conversion to a central hot water system.

· NCOB lease term adjustment from 25 years to 27.5 years.

Parking Revenues:  The proposed financing plan assumes that parking revenues for 250 new spaces created by this project will be dedicated to NCOB debt service ($460,000 annually).  All existing (relocated) Automotive Center parking and Goat Hill surface parking revenues are not included in the proposed financing plan.  Currently, all parking revenues, including the Automotive Center, are dedicated by K.C.C. 3.32.090 (Ordinance 14639 May 12, 2003) as follows:

A. 44% of parking revenues shall be distributed to the children and family set aside fund for support of health and human services activities and the remainder (56%) shall be distributed to the current expense fund.

B. It is the intent of the council to annually, during the budget process, identify a portion of the revenue going to the current expense fund to be transferred to the major maintenance reserve fund to support major maintenance projects at the garage and other parking facilities, taking into account the major maintenance model and financial plan;

C. The department of executive services, facilities internal service fund shall be reimbursed by the current expense fund for expenses associated with the operation of the parking program.

Demolition of the existing Automotive Center parking garage and construction of a new parking structure on Goat Hill changes the underlying conditions upon which the current parking policies were established.  This raises several questions:

· Should the parking revenue policy be revisited?

· Should the current parking revenue distribution be revised?  Currently 44% of all parking revenues are dedicated to children and family set aside.  The percentage was established based on the 2003 funding level of $588,457.  However; parking revenues are likely increase in the proposed new “more efficient” garage.

· Should a portion of the parking revenues from the proposed new parking garage be dedicated to NCOB debt service?

Land Liquidity:  The proposed financing plan for the Automotive Center Site (Option B) also does not include recovery for the land value estimated at $10 million.  Recovery of land value was recommended by the Properties Expert Review Taskforce (PERT Report) and reaffirmed by the Executive in the NCOB Phase I report (Ordinance 14812), December 8, 2003 and the Phase II Project Plan recommendation (Proposed Motion 2004-0073) January 31, 2004.

Automotive Center Projects:  The proposed financing plan for the Automotive Center Site (Option B) does not include existing seismic upgrade or MMRF appropriations (+/- $2.2 million).  These projects will not be necessary if the existing Automotive Center Project is demolished under Option B and reallocation of these funds could help mitigate the NCOB project cost impacts.
Development Analysis:  On May 5th a series of demonstration sessions were conducted to review Wright Runstad’s analytical and qualitative analysis that led to the recommendation of the Automotive Center Site as the preferred site for the NCOB.  The analysis concluded that development of the NCOB on the Automotive Center Site was economically advantageous while preserving future development flexibility on the Goat Hill Site.  A copy of Wright Runstad’s analysis is included in Attachment #5.  Wright Runstad’s summary of the qualitative advantages of the Automotive Center Site follows:

· Flexibility of future development

· Development potential best meets King County requirements

· Optimizes light & air for entire campus

· Makes a better neighborhood

Pedestrian oriented

· Campus connection

Links Yesler Building to other KC facilities

· Parking separation & security

Preserves a secure tunnel access

· Replaces a sub-standard garage

Review Summary: Review of the site options at the April 7th and May 19 BFM Committee meetings and subsequent individual committee member review sessions on May 5th, May 14th, and May 21st identified a number of unresolved issues.  While these issues are not necessarily material to an overall site approval decision, they are nevertheless important considerations in the Council’s approval process.  A summary of the issues is summarized below:

1. The need for a plan to secure property entitlements.

2. Concern with a 9-story parking structure along 5th Avenue.

3. Consider securing a Goat Hill alley vacation that would allow:

· Extending the parking structure across the entire Goat Hill Site.

· Achieve a lower “pedestrian scale” profile along 5th Avenue.

· Stair-step the parking structure to follow the Goat Hill site slope.

4. Consider extending the secure/weather protected pedestrian tunnel from the Automotive Center Site to the Goat Hill Site.

5. Finalize a relocation plan for the Automotive Center Maintenance Shop function.

6. Consider if improvements to the inmate bus access to the KCCF sally-port can be incorporated into the Goat Hill site improvements.

7. Possible relocation of the inmate skybridge function to a below grade tunnel and circulation system

8. Provide a Parking Plan to clarify how the new parking structure will be operated.

9. Review K.C.C. parking regulations to confirm if policies, rates or dedication of revenues should be updated.

10. Provide a financial plan that shows the proposed parking structure on Goat Hill separate from the proposed New County Office Building on the Automotive Center Site.

11. Reconsider the possibility of achieving land value recovery for Option B.

Reasonableness:






Conditionally Ready for Action

The economic and qualitative analysis provided by Wright Runstad supports the “business case” for approval of the Automotive Center site.  Provided a mechanism is initiated to address the unresolved issues noted above, approval of Proposed Motion 2004-0126 appears to be a reasonable business decision.

Recognizing that the site approval decision is time sensitive, and acknowledging that the issues noted above are important considerations, a Striking Amendment (S1) to Proposed Motion 2004-0126 has been prepared that will:

1. Approve Proposed Motion 2004-0126 (Automotive Center Site – Option B).

2. Provide for a reporting, review, and approval process to allow adequate time to respond to the issues noted above.

Next Steps:
1. Finalize Review of the Steam Plant Reassessment Report (Proposed Motion 2004-0186).  Resolution of the steam plant issue will allow the team to move forward with the energy design for the NCOB and the county’s downtown complex.

2. Review of the WER Relocation Report.  Transmittal was due May 3, 2004.

3. Review of Proposed 2004 Space Plan.  Transmittal is anticipated in June 2004.

4. Review of Development Agreement and Lease.  Transmittal is anticipated July 15, 2004.

INVITED:

· Kathy Brown, DES Director, Facilities Management Division

· Dave Preugschat, DES Deputy Director, Facilities Management Division

· Jim Napolitano, DES Capital Projects Manager

ATTACHMENTS:
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