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REVISED STAFF REPORT
Proposed Substitute Ordinance 2006-0379 was reported out of committee with a do-pass recommendation on October 11, 2006

SUMMARY:
Today’s discussion covers legislation related to facility options for the following three King County functions: 
· A consolidated King County elections facility
· A central data center space for King County 
· A new downtown location for the King County Sheriff’s Office (KCSO) Criminal Investigation Division (CID)


The facility option currently being presented by the Executive proposes to house these three functions in one building to be constructed on the Goat Hill Site owned by King County.  Proposed ORDINANCE 2006-0379 requests a total supplemental appropriation amount of $1,125,000.  The supporting revenues for this request include $750,000 from interfund borrowing and $375,000 from the ITS technology services fund balance.
Since this proposed legislation was transmitted to Council on August 10th, the Facilities Management Division (FMD) has selected the developer Scannell Properties to begin work on the project.
Of the total appropriation request, $750,000 covers the estimated expense of performing a site study, including Master Use Permit (MUP) application fees.  The remaining $375,000 of the appropriation request is earmarked for consulting services to develop a “Statement of Requirements” for the planning and design of a county-wide consolidated data center.
Executive staff have indicated that the proposed facility would create 120,000 square feet of space in addition to parking needs and be completed by mid-2009.  Preliminary information about the needs for the three work functions is as follows:







Square Footage

Parking Spaces
New Elections Program1 


81,858


225 spaces2
Data Center




28,000


32 employees3
Criminal Investigation Division

15K to 20K 


80 spaces

BACKGROUND INFORMATION BY WORK FUNCTION:

Elections Facility:
County elections operations have been reviewed by several outside groups and experts.  Those groups generated six reports five of which recommended consolidation of elections ballot operations into a single facility.  This means that the elections ballot processing functions, the Elections Distribution Center (EDC), and the Mail Ballot Operations Satellite (MBOS) functions should be co-located into a single facility.  The Citizen’s Elections Oversight Committee further recommended that:
“Action should be taken immediately to define the overall facility requirements, acquire the space and make it fully operable prior to the Primary Election in 2007”

In adopting the 2005 2nd Quarter Omnibus ordinance, the Council inserted a proviso requiring the Executive to transmit a Request for Proposals (RFP) for facilities that would provide for consolidation of elections operations. This illustrated the desire of the Council to conduct an open and competitive process to find a facility.  The Council’s requirement is also consistent with the intent of Motion 12099 which directed the Executive to consider a range of options to consolidate elections.

Following these Council actions, the Executive recommended a broker assisted process rather than the Council recommended RFP methodology.  A compromise approach called a “Solicitation for Offers” (SFO) was agreed upon and approved by Council in June of 2006 (2006-0246 and 2006-0245).  The SFO approach, used nationally by the General Services Administration (GSA), combines the advantages of the Council-preferred open, competitive, public process of an RFP with the flexibility of the Executive-recommended brokerage firm process.  
The supplemental budget authority requested by the Executive to complete the SFO process was $1.14 million.  A substantial portion of this amount - $420,000 - was proposed to cover the estimated costs of “brokerage fees” and to perform “due diligence” on a small number of selected properties.  At the June 7th meeting, Capital Budget Committee members heard from executive and council staff that demanding market conditions necessitated such an allocation of funds to ensure that a brokerage/real estate services firm would “aggressively research the market and approach potential sites that maybe aren’t on the market”.  
In the enacting legislation, the Council recognized this market condition and allocated a total of $1 million to run the SFO process – this action allowed significant funding of the brokerage fees necessary to heavily market the process and search for potential properties.  
Submittals to the SFO process were due to the County on August 22, 2006.  No submittals were received.
FMD reports to have spent $6,500 on real estate consultants to fund the marketing and outreach effort.
Concurrent to preparing and issuing the SFO, FMD was evaluating the feasibility of constructing a new consolidated elections facility on County-owned property adjacent to the new county garage.  In a February 2006 FMD staff transmitted a letter to the Chair of the Capital Budget Committee.  The letter identified FMD’s estimated costs to construct a new facility at roughly $178 (shell and core costs only) per square foot.  The letter also stated that FMD was committed to continuing market research to see if there is an acquisition option on the market that could achieve greater savings for the county. A request for qualifications (RFQ) was issued on 3/9/2006 to begin the process of constructing an elections facility on County owned property. A request for proposals was issued following responses to the RFQ and, by August of 2006, the developer Scannell Properties was selected by FMD to begin this work.  The legislation before you today would authorize the Executive to proceed with this course of action.
Although new to the Seattle area, Scannell properties appears to be particularly well-suited to this type of warehouse/office development as they have completed a multitude of similar projects throughout the country.
Elections Facility Parking Needs:

The Solicitation for Offers document, which was recently created by council and executive staff, identified an elections center need of 225 on-site parking spaces and a peak demand need of 525 parking spaces.  The current proposal does not specifically identify parking allocations for the three business lines being discussed however, executive staff have identified their intent to satisfy the elections center peak demand through accommodation in the newly constructed Goat Hill Parking garage.
Data Center:

King County currently leases 46,936 square feet of space in the City of Seattle Municipal Tower to house its central data center.  This lease was originally authorized by Council in September of 2003  (ordinance 2003-0392) and was set to extend through 2009 with an additional five year option.  The County exercised an early-out provision for the lease in March of 2005 and paid a $223,000 early-termination fee in order to discontinue the lease as of March, 2007.  This action preceded council approval to acquire an alternative data center space facility that was then under consideration by the Executive.  After the County exercised its early-out option, The City of Seattle began preparations to utilize the Municipal Center space for its own data equipment.  A short time later the County requested a withdrawal of the early out option.  Unfortunately, the City had already begun planning to make use of the space.  In their discussions with executive staff, the City has expressed its willingness to extend the County’s current lease through March of 2008 at an increased rate equivalent to market rate plus damages in order to accommodate the County’s search for new data space.  This rental amount has not yet been negotiated although executive staff have indicated that they expect it to be approximately 150% of the current rental rate.  City staff indicate that the City is unwilling to entertain extensions of this lease beyond the already extended March 2008 deadline.  Should the County pursue negotiations for further extensions elected to elected discussions will likely be necessary. 
Since exercising their early-out option in 2005, the Facilities Management Division has employed two brokerage firms to explore options for new long-term leases of data center space in the Seattle Metropolitan area.  Both firms have searched the market and returned with potential opportunities that have since been leased by other parties or were not particularly suited to the County’s needs.  Results of these efforts indicate that the leasing market for data center space in the metropolitan area is highly competitive.
The currently projected completion date for a new facility on Goat Hill is mid-year 2009.  Even following this aggressive assumption, however, a time gap exists between completion of a new data center facility and the lease expiration of the current facility in the Seattle Municipal Tower.  An interim lease agreement will likely be necessary to cover this time period and the Executive has indicated his intention to forward a request to council for funding an interim leased site.  Barring an option of extending the current lease with the City, the County could find itself in a position of having to relocate the data center at a cost of approximately $1 million to a temporary space until a newly constructed space opens in 2009, at which time the County would need to invest an additional $1 million to move the data center again.
Criminal Investigative Unit:

The Council adopted 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 location.  This move has implications for other space planning actions, most notably an expansion of court space at the RJC.
The CID requires a high level of security.  Consolidating this work function within a facility that already requires a high level of security – elections – could realize efficiencies.  Square footage requirements for CID space range from 15,000 to 20,000sf.  The parking requirements for this group are preliminarily identified as 80 spaces in the Executive’s transmittal letter.
ANALYSIS:

This development proposal has a significant range of benefits and impacts to three county functions.  An analysis of the scope, schedule and budget of the proposed project yields the following issues for consideration:
SCOPE:

The facility size identified in the transmittal letter (120,000sf) does not create the required amount of space identified in previously documented analyses of the three functions (124,858sf).  It is likely that purchase of development rights from the City of Seattle will be required to create adequate space.  A detailed economic analysis may identify the benefit of expanding the building to serve functions beyond the three that are currently identified.  This move may also allow the County to adhere to policy when building a new facility by building the site out to its full potential.

The parking needs for the proposed facility are not yet clear.  Based on the most recent available data a need for 337 parking spaces can be expected.  The elections facility will require up to an additional 300 spaces during peak periods.  Many of those additional spaces would be made available through the use of off-peak parking in the nearby goat hill garage facility, although the assumption that the goat hill garage contains the capacity to absorb all overflow parking needs from the proposed facility has not yet been tested or proven.  An additional consideration is the fact that the elections center must contain a warehouse function and allow for receiving and storing ballots.  Oversize vehicles will likely be required for these operations – the proposed facility must be designed to accommodate these types of vehicles.  
The building site is constrained by the Harborview flight path, it is also located on a steep slope and situated close to the freeway.  Based on these and other factors, this site is not suitable for Class A office space.  Fortuitously, the proposed functions do not require a Class A space.  
The Citizen’s Elections Oversight Committee made the following observation regarding location of a consolidated facility:  “The Elections Section has limited interaction with the other units of the County; therefore the location of a consolidated facility need not be restricted to downtown Seattle.”  Likewise, a central downtown location is not of particular necessity for data center space, since these operations can be operated remotely.  In fact, in the event of a natural disaster or catastrophe, it may be beneficial for data facilities to be located at some distance from other county facilities in order to provide an element of security redundancy.
SCHEDULE:

The proposed schedule for this project targets the first half of 2009 for building occupancy.  This is an aggressive but very possible target based on the County’s recent experience with building projects on County-owned land.  
This target would still require the County to lease data center space between the time of final lease expiration in the Seattle Municipal Tower (mid 2008) and opening of a building on Goat Hill (mid 2009). 
The target completion date of 2009 would not allow the County to meet one of the primary goals identified by the Citizen’s Elections Oversight Committee:  “Action should be taken immediately to define the overall facility requirements, acquire the space and make it fully operable prior to the Primary Election in 2007”.  The recent, demanding real estate market conditions will likely complicate efforts to reach this goal no matter what course of action the county may take.
BUDGET:

The economic considerations of this proposal currently rely on anecdotal information about financial impacts to the County.  This can be attributed in large part to the preliminary nature of the project.  
The transmittal letter states that “it is likely that the Goat Hill site will be the most cost-effective approach to solving the space dilemma facing three critical county functions.  Further analysis will take place before I render a final opinion on cost efficiency; although it appears highly unlikely that any other, lower cost opportunity will arise.”  In the next paragraph, the letter continues “The FMD reports that, in the context of a common facility solution, construction of a new building on Goat Hill has numerous advantages both in terms of the size of the capital investment as well as the on-going cost of operations.  In order to take advantage of this comprehensive and cost–effective approach, I am recommending that the county pursue and obtain a Master Use Permit…”.
Although the anecdotal evidence of efficiencies such as maximizing the use of an existing site and providing for three critical county functions are provocative - detailed, numeric, economic analyses supporting this proposal have not yet been presented.  
The requested supplemental budget authority of $1,125,000 is a reasonable amount necessary to complete the following work tasks:
· Identify potential building tenants and optimum building size

· Identify specific programming needs for data center space and CID space

· Complete work and pay fees to secure a Master Use Permit for the Site
Analysis of  the SFO Process

The SFO process was implemented in an attempt to find a consolidated elections facility and to provide the County with market information about such facilities and/or property.  Because no responses were received to the SFO process, King County is lacking market information as it proceeds with exploratory plans to build a consolidated facility on county owned property.  The preliminary nature of the proposed goat hill development stills allows time for this market information to be gathered.  Having this information would allow the County to perform a market-based economic analysis of whether or not the goat hill proposal is the most cost effective solution for this important investment of public funds.
In response to issues noted above, the Committee Chair directed staff to prepare a striking amendment.  

STRIKING AMENDMENT:  The amendment results in a net decrease to the total request amount from 1.125 million to 935,000 based on the following considerations:
· The $1M appropriation for the SFO process that was allocated in ordinance 2006-0245, is no longer needed - the SFO process drew to a conclusion in August of this year with no offers submitted by the process deadline.  Of the original $1M appropriation, $60,000 was spent leaving $940,000 to disappropriate.

· A new broker-assisted process has been developed to continue a search for facilities that might serve as alternates to the proposed goat hill development.  This process will occur concurrent to goat hill predevelopment activities.  A total appropriation of $750,000 is allocated for this process to cover due diligence activities and possible property deposits.
· The original appropriation requests for goat hill predevelopment activities ($750,000) and data center planning ($375,000) are still included as part of the amendment

The following table summarizes the associated appropriation amounts.

	Supplemental Appropriation Summary for Proposed Substitute Ordinance 2006-0379

	 
	
	
	
	
	
	
	 

	Fund
	Project
	Description
	
	2006
	 

	3951
	
	Building Repair and Replacement
	
	 

	 
	395696
	Goat Hill Southeast Facility
	$750,000.00 
	 

	 
	395657
	Data Center Specifications
	$375,000.00 
	 

	 
	395696
	Elections Consolidated Facility
	($940,000.00)
	 

	 
	395XXX
	Broker Assisted Facility Search
	$750,000.00 
	 

	 
	 
	Total Fund 3951
	 
	$935,000.00 
	 


Proviso

The budget assumptions associated with the broker-assisted facility search are conservative due to a variety of as-yet unknown market conditions.  Executive staff have acknowledged that a strong mechanism of communication between executive staff and council staff will be required to allow the Council to receive real-time information about the fast-moving process.  As a consequence a proviso has been prepared that will do the following:

· Restricts expenditure authority on $750,000 to perform due diligence on properties brought forward using a broker-assisted property search process.
· Creates a working group of executive and council staff that will receive information about properties that emerge through the broker assisted process.
· A final report, summarizing the process and describing all reviewed properties, is due to the Council by December 31, 2006.

Reasonableness






Ready for Action
The decision to approve Proposed Ordinance 2006-0379 would benefit from an analysis of the issues identified below.  
Pros:

· The proposed project would allow for full development of County-owned property in accordance with current policy
· The proposed project would allow the County to reduce its reliance on leased property in accordance with current policy
· The current proposal potentially solves three facility needs with one project.
· The concurrent search for alternate facilities will allow the County to move forward with market-based information about the economic advantages of any solution. 
Cons:

· The current proposal would not allow for implementation of a consolidated elections facility by the 2007 election as recommended by the citizens election oversight committee
· The current proposal creates a timeline that includes one year of unsecured data center space that is critical to county operations.
· The economic benefits of the current proposal have not yet been specifically identified.  (The mechanisms included in the Chair’s striking amendment are intended to provide market based information that could serve to remedy this problem.)
· The adequacy of parking support for the proposed facility is not yet known.

INVITED:

Kurt Triplett, Chief of Staff, Executive’s Office

Kathy Brown, Division Director, Facilities Management Division

Jim Napolitano, DES Capital Projects Manager

Jim Buck, Interim Division Director, Records Elections and Licensing Services Division, (REALS), DES

David Martinez, Chief Information Officer, Office of Information and Resource Management (OIRM)
Chief Denise Turner, King County Sheriff’s Office
1 - Including Office and Mail Ballot Processing as well as Poll Distribution Center
2 - Parking need identified by executive staff in Solicitation for Offers process – Peak parking demand for elections division is 525

3 - The amount of on-site employees at any given time per Draft Data Center Requirements Document prepared by exec staff 
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