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STAFF REPORT
SUBJECT:
AN ORDINANCE approving the King County agency tenants to occupy the $100 million New County Office Building located on Fifth Avenue and Jefferson Street.

SUMMARY:
The King County Charter establishes the Council as the policy determining body of the county.  Council powers include the adoption by ordinance of comprehensive plans, including improvement plans for the present and future development of the county.  The King county space plan is a subelement of the capital facilities element of the King county comprehensive plan
BACKGROUND:  Since 2002 the Council has adopted a series of iterative ordinances leading to the construction of the New County Office Building (NCOB).  In September 2003, the Executive requested $1.4 million supplemental appropriation to complete design and move forward with the project.  The proposal included a preliminary NCOB tenant list as part of the supporting documentation that provided the economic justification for the project.  Council approved the request (Ordinance 14812).  During Council’s review of the final NCOB Lease Documents and Development Agreement in September 2004 authorized the project to move into construction.  The Council approved the documents but added a proviso requiring the Executive to transmit the final proposed tenants for Council approval (Ordinance 15042).  

Throughout June and July of 2005, the Budget and Fiscal Management Committee extensively reviewed space planning and related capital projects including:
· Proposed Motion 2005-0102:  Executive Proviso response, 2005 recommended NCOB tenants, 

· Proposed Ordinance 2004-0378:  The annual Space Plan, 

· Proposed Motion 2004-0378:  Feasibility study to relocate Work Education and Release (WER), 

· Proposed Ordinance 2005-0266:  A possible acquisition for the consolidation of Elections, and

· Review of other emerging capital projects.

A matrix showing a crosswalk of the preliminary 2003 and 2005 Executive recommended tenants is included in Attachment #2.  Ultimately, the Council did not take action Proposed Motion 2005-0102 but rather provided NCOB tenant policy direction through other ordinances. 

On July 18, 2005 the Council adopted the 2005 2nd Quarter Operating Omnibus (Ordinance 15247) which included a proviso approving tenants for approximately 80% of the area in the NCOB. The proviso approved programming for the following tenant agencies:

Agency



Current Location

DES Finance



Exchange Building

DCHS




Exchange Building

DCHS/Public Defense

Walthew Building

DPH




Wells Fargo

DPH




Lynn Trust

DES/BOE



Administration Building

Council Ombudsman


Yesler Building

The NCOB tenant agencies listed above were recommended by the Executive and approved by the Council.  However, the proviso restricted expenditure authority for programming and relocation of the Office of the Executive, Department of Executive Service (DES) administration, Business Relations and Economic Development (BRED), Office of Management and Budget, Office of Information Resources Management (OIRM), Elections Division, or the Information Technology Services (ITS) Division until the council approved the location for each agency.
To be consistent with Council Motion 12099, the proviso did not restrict expenditures on finalizing programming of the Elections Division which was still in draft form in July of 2005.   Additionally, the proviso required that programming of the NCOB shall not preclude the possible future relocation to the NCOB of the elections division, the information technology services division, the office of the executive, department of executive services administration, business relations and economic development, the office of management and budget, or the offices of information resources management.  The full text of the proviso restriction is included in this staff report as Attachment #3.  

The approved tenant agencies listed above together with non-agency pocket space and miscellaneous space constitutes approximately 80% of the available space in the NCOB.  Based on executive staff reports in committee, programming for up to 25% of non-specialty space in the NCOB could wait until February 2006 with no additional cost or schedule impact to the project.

Inclusion of this proviso in the 2nd Quarter Omnibus Ordinance was necessary because NCOB tenant direction was time sensitive.  On July 13, 2005, the BFM Committee made its NCOB tenant recommendations in a do-pass recommendation of the 2005 Space Plan.  However, since the Space Plan is a subelement of the public facilities element of the Comprehensive Plan it could only be amended in conjunction with either 1) the annual amendment to the Comprehensive Plan or 2) adoption of the annual budget.  As a consequence, the 2005 Space Plan had to remain in the full Council until adoption of the annual budget in November.

On November 21, 2005, concurrent with the budget, the Council adopted the 2005 Space Plan (Ordinance 15328) which included policy direction for approximately 80% the NCOB tenant area and clarified the requirement for council approval on the location of selected county agencies.  An excerpt of the full text of the Location of County Agencies section of the 2005 Space Plan is included in this staff report in Attachment #4.

Final direction for the remaining 20% of the NCOB tenant area was postponed until February 2006 when additional recommendations by the Elections Center Audit, and the Citizen’s Election Oversight Committee (CEOC) final report, and finalization the elections program would be available to help inform the NCOB tenanting decisions.  

During the Capital Budget Committee review of the final NCOB tenants on February 1, 2006, the committee considered the following three tenant planning options:

Option 1:  
Executive Offices and DES ITS to NCOB

Option 2:  
Finance and DES ITS to NCOB, and Executive Offices to Administration Building.

Option 3:
Finance and DES ITS to NCOB, and Executive Offices to Remain in BOAT

During the During the Capital Budget Committee review of the final NCOB tenants on February 15, 2006, the DES Facilities Management Division Director distributed additional documentation summarizing the Executive’s recommendation.  Council staff were requested to review the additional materials and provide a response at the March 1, 2006 CBC meeting. 

POLICY FRAMEWORK:

2005 Space Plan: Two key planning policies affecting the New County Office Building tenant selections are:
· The county shall co-locate services when functional relationships or user accessibility warrant and when economically feasible.  Long term asset management of county properties shall consider the needs of agencies with functional adjacency or related functions, especially when co-locating.
· The county shall continue to 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.    

The policy to move from a dependence on leased space has been included in county space plans since 1997.  The specific reference to a maximum of 10% lease to own ratio for occupied space in the downtown area was first adopted in the 2002 Space Plan and was based upon the recommendations of numerous consultant and expert panel recommendations.  This means that the county should have no more than 10% of its total downtown office needs in leased space.    

In 2004, as a result of programmatic and zoning opportunities, the NCOB was increased in size from its originally proposed size by roughly two-floors (29,257 RSF
).  This increase in size roughly translated into $10 million of additional project cost.  Part of the rational to increase the size of the building was based on the recommendations of the Peer Review Panel Report – A Template for Space Planning, December 2000, which stated that:

“if the county constructs a new building it should build the biggest building the site can accommodate.”

When the County applied this recommendation to the NCOB it resulted in a conflict with the County’s adopted policy to limit leased space to no more than 10% of downtown occupied space.  Consequently, upon completion of the NCOB in 2007, the County will for the first time exceed its lease to own policy by approximately 48,000 square feet.  Or, to put it another way, the County could have built a smaller NCOB and still remained within its adopted owned VS leased policy.  The percentage of leased space to downtown occupied space to owned space will be as shown in the following table:

	Category
	2005 Space Plan
	After NCOB
	Difference

	Total Leased
	317,130
	93,127
	(224,003)

	Owned Downtown
	1,033,726
	1,324,064
	290,338

	Total Downtown Occupied Space
	1,350,856
	1,417,191
	66,335

	Percentage Leased to Downtown Occupied
	23%
	6.6%
	

	Excess owned space above policy
	
	48,600
	


CANDIDATE NCOB TENANTS:  The list of candidate tenants that have been either recommended by the Executive or previously discussed in committee to fill the remaining 20% of available NCOB tenant space (approximately 58,000 USF) include:

Agency



Current Location

Estimated USF

Executive Proposed

Executive Offices


BOAT




33,000

DES ITS (excluding data center)
Seattle Municipal Tower

25,000

Also Discussed in Committee

DES ITS Data Center


Seattle Municipal Tower
       
  6,000

Elections Consolidation

Various Locations


44,000*

DES Finance



Administration Building

27,000 RSF

* Elections consolidation program in July 2005 was 44,000 RSF.  The program has since been revised and is currently between 73,000 RSF (all-mail voting system) to 85,000 RSF (both voting systems) and includes warehouse storage functions not previously considered.

Executive Offices:  The executive offices consisting of the Office of the Executive, OMB, DES Administration, BRED, OIRM currently reside in lease space at the Bank of America Tower (BOAT).  The lease is scheduled to expire in December 2007.  

In September 2003, the Executive proposed the preliminary NCOB tenant list as part of the supporting documentation that provided the economic justification for the project (Ordinance 14812).  The preliminary NCOB tenant list did not include the Office of the Executive and OMB which were scheduled to go to the 6th floor of the Administration Building in the space vacated by Finance.

Concurrent with the supplemental appropriation request for the NCOB was an Executive proposal to relocate the PAO from lease space to the 4th floor of the Courthouse in the space previously occupied by the Executive and the Office of Management and Budget.  The Council adopted the Executive’s proposal in December 2003 (Ordinance 14086).  The economic analysis and basis for Council approval of the Executive’s proposal to relocate the PAO to the Courthouse and the Executive/OMB to the Administration Building has been well documented throughout 2004 and 2005.  Attachment #5 provides excerpts from the December 3, 2003 staff report that summarize the basis for Council approval of the PAO move.  Attachment #6 includes excerpts from the June 8, 2005 staff report on the Executive in the NCOB.
According to the Executive’s March 1, 2005 transmittal letter for Proposed Motion 2005-0102, (NCOB Tenants) the premium cost to move the Executive Offices to the Administration Building in lieu of the NCOB was estimated at $2 million.  This premium is based primarily on the additional move costs, plus Administration Building tenant improvements and asbestos abatement.  By June 5, 2005 the estimated costs had increased to $3.7 million.  By February 1, 2006, in a letter to the chair of the Capital Budget Committee, the executive’s estimate was revised a third time and increased to $5.5 million.

Costs from other recent tenant moves and tenant improvement projects provide an order of magnitude comparison.  The Courthouse Seismic Project PAO temporary move costs for the 5th Courthouse Floor to the Bank of America and back was $225,558 including move costs, telephone & data and administration (i.e. two moves) or based on a total of 35,117 sf the cost per square foot would be 3.17/sf for each move.  Facilities Management Division estimates for move costs indicate move costs at approximately $1,350/person:

· Move Costs = $500/person

· Phone = 
$350/device

· Data = 

$500/device

The actual move and tenant improvement costs for the PAO move from lease space to the Courthouse 4th floor in 2004 was $2.9 million or approximately $83/sf.  The actual move and tenant improvement costs for the PAO to move from lease space to the 9th floor of the Administration Building in 2000 was $2.1 million or approximately $82/sf.  Asbestos abatement for that project was $286,382.  A Cost Estimate Comparison of PAO and Executive tenant improvement and move costs is included in Attachment #7.  

It should be noted that PAO tenant improvement costs are much higher than the typical office spaces due to higher density of hard walled offices.  Typical office configurations have a much higher ratio of workstations to hard walled offices.  For example the tenant improvement budget for typical NCOB office space is $57/RSF.

It is also important to remember that the justification for the PAO move to the 4th floor of the Courthouse was based on a financial plan that indicated $838,190/year savings to the county for PAO lease costs and revenues which were proposed to offset additional lease costs for the Executive Offices in the BOAT and tenant improvement costs in the Administration Building.  At the insistence of budget staff, the additional tenant improvement costs for the Executive offices in the Administration Building were included in the NCOB financial plan.  The NCOB financial plan includes $125,000/year – Lease from State which is approximately the debt service on $1.8 million. 

DES Administration:  DES Admin was included in the Executive’s proposed tenants since 2003 although the space has increased from 1,050 to 2,013 USF.

OIRM:  OIRM was not included in the Executive’s proposed tenants in 2003.  OIRM has experienced growth and was relocated to the BOAT when the Executive’s lease was expanded following completion of the Courthouse Seismic Project. Current space projections are 5,752 USF. 
DES ITS:  DES ITS is currently located in lease space in the Seattle Municipal Tower.  The lease is due to expire in 2007 and according to the terms of the lease the county cannot terminate the lease for only a portion of the space.  So, unless the county can renegotiate the terms of the SMT lease it will need to terminate all of the ITS space in 2007 including the Data Center.  The recommendation for ITS (excluding the data center) as a tenant for the NCOB appears to be a reasonable business decision. 

DES ITS Data Center:  The Data Center was included within ITS in the Executive’s 2003 proposed tenant list.  The NCOB lease and development agreement documents, which formed the basis for the project costs, appeared to be mixed regarding whether or not the Architects, engineers, cost estimators, and developer fully understood that the Data Center was included (structural included a Data Center, however electrical and mechanical disciplines did not address a Data Center).  As the specialty requirements and cost premium for a Data Center became more fully understood, FMD deleted the Data Center from the project without a cost adjustment.  The current Data Center space in the Seattle Municipal Tower is approximately 6,000 RSF.  Preliminary indications are that the availability of data center lease space outside of the downtown core resulting from the dot com bust is promising. 

In the event the Business Continuity Project recommends a redundant Data Center, the 2005 Space Plan provided for policy direction to consider the Kent Pullen Memorial Communications Center and Command Center in Kent (RCECC) as a primary candidate location.

Elections Consolidation:  The Elections consolidation program requirements are changing.  In July 2005, the elections program for the 1130 Rainier Building provided for 44,000 RSF of office and ballot processing space which was forecast to satisfy the needs of an all mail voting system.  However, the Elections Distribution Center (EDC) Warehouse functions were excluded entirely based on the interpretation that the two facilities were reasonably close to each other and that consolidation of the EDC warehouse was not necessary.  

In December 2005, after the elections audit and CEOC draft recommendations clarified the intent that the EDC warehouse was a necessary component of consolidation; the draft Solicitation for Offers (SFO) requirements were modified to provide for a flexible facility that could accommodate both an all mail vote system plus the current polling place vote system.  

On Tuesday December 20, 2005, the Executive announced his recommendation for an all-mail voting system for King County.  On January 12, 2006, in response to the Executive’s all mail vote proposal, executive staff modified the elections program to exclusively accommodate only an all mail voting system.  The current draft program is for 73,000 RSF.  The Council has not yet made a policy decision on an all mail vote system for King County.  If the elections consolidation facility were to be sized to accommodate both an all mail vote system and the current dual vote system then the facility would need to be approximately 85,000 RSF. 

Based on the revised interpretation that the specialty EDC warehouse functions must be included as a part of elections consolidation plus the increased space requirements (73,000 RSF – 85,000 RSF) it no longer appears feasible to consider elections as a candidate tenant for the NCOB.

Finance:   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. Moving Finance from the Administration Building and the Executive from the BOAT was part of the justification for the Council’s 2003 approval to relocate the PAO from lease space to the Courthouse in the space previously occupied by the Executive.  Finance was dropped from the Executive’s proposed NCOB tenants list in 2004.

NCOB SPACE PLANNING:  The 2005 Space Plan adopted updated space standards for the first time since the 2002 Space Plan.  The new standards are based on executive staff analysis of a range of planning documents, previous agency space programs, other government institutions, and a pilot office furnishings pilot program for the Assessors Office.  A copy of the 2005 Space Plan Space Standards and comparative analysis is included in the staff report in Attachment #8.  These adopted space standards formed the basis for the preliminary tenant space planning assumptions for the NCOB.

The following sections from the adopted 2005 Space Plan are particularly relevant to the space planning currently underway for the NCOB tenants:
Space Standards:  Established programming space standards shall be prescribed 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.  Adjustments to the actual square footage standard may occur during design as a result of the physical constraints of a given building.  The implementing agency shall certify that designs fully comply with the space standards, specifically noting condition exceptions when compliance to these standards is not feasible.  

Further Testing of Space Standards:  County space standards may be further tested through the process of programming the new county office building.  Space standards shall be refined in future space plans.

Modular Furnishings:   Modern modular workstation furnishings and filing systems continue to be considered in 
remodels of existing county owned space and planned into the new county office building.  The facilities management division shall undertake a feasibility evaluation and, if feasible, develop a strategy for systematically upgrading all office workstations.  Decisions on installing such furnishings should be considered when proven cost effective or when installation would result in substantial ergonomic improvements to work space.  Cost benefit analysis and available funding, as approved by the council, shall determine use of modern modular workstations.  

Appropriation Requests:  In addition to the required fiscal note, CIP proposals forwarded for council consideration shall include estimates for any other anticipated costs such as tenant improvements, furniture, fixtures and equipment costs, relocation costs and any other costs associated with the project that might result in a future funding request.
Programming for 80% of the tenant area has been underway since mid 2005 and tenant decision for the remaining tenants will soon be finalized, it may now be timely to review the status of the tenant programming efforts for the NCOB.  Specifically, the Council may want to explore:

· Are the adopted Space Standards being implemented in the NCOB?

· Has the testing of the Space Standards indicated the need to consider refinements?

· Are tenant agencies in agreement that the proposed tenant improvement plans will meet their operational needs?

· What is the process for agency oversight to ensure concerns are being addressed?

· Are the proposed agency space projections being achieved, or has FMD had to utilize future growth space and pocket space to achieve current agency needs?

· What assumptions are being made relative to furnishings (i.e. existing or new)

· What is the furnishings, fixtures and equipment (FF&E) budget and funding assumptions? 

· What is the move cost budget and funding assumptions?
PROPOSED ORDINANCE:   Based upon a review of the tenant planning options reviewed at the February 1, 2006 CBC meeting the committee chair directed the development of Proposed Ordinance 2006-0085.   Proposed Ordinance 2006-0085 is comprised of three sections.  The following summarizes the striking amendment by section:

Section 1. – States findings of fact
· King County Code establishes the council as the policy determining body of the county, with powers to adopt comprehensive plans, operational master plans, feasibility studies and strategic plans.

· References the adopted the 2005 Space Plan planning policies, policy direction on the location of county agencies and implementation plans for those policies.

· Reiterates adopted Space Plan policies regarding the co-location of agencies, functional adjacencies, leased space in the downtown core, programming of space, status of agency operational master plans, future proposals and feasibility studies.

· Summarizes the Elections Center Audit and Citizen’s Election Oversight Committee recommendations and the impact on the location of an elections consolidation facility.  

· Summarizes timelines for strategic planning efforts and operational master plans to inform long term space decisions.   

Section 2. – Lists the final authorized tenants

· Provides the final agency tenants authorized to occupy the new county office building.

· The list includes previously programmed tenants (80% occupancy of the new building) and newly programmed tenants – to fill the remaining 20% of space.

Section 3. – Procedures for determining additional tenants

· States that no other county agency shall be located in the building unless authorized by ordinance.
· Provides policy direction for priority programming of any additional proposed tenant agencies.
REASONABLENESS:  Based on the above analysis adoption of Proposed Ordinance 2006-0085 is consistent with adopted county policies, the 2005 Space Plan, and appears to be a reasonable business decision.

NEXT STEPS
· Council review of NCOB tenant space planning.
· Council review of FF&E & Move Costs
INVITED:

· Kathy Brown, DES Director, Facilities Management Division

ATTACHMENTS:


1. Proposed Ordinance 2006-0085
2. NCOB Proposed Tenant Crosswalk

3. Ordinance 15247 Proviso Text

4. Excerpt 2005 Space Plan – Location of County Agencies Section

5. Excerpts from December 3, 2003 BFM Staff Report on the PAO Move

6. Excerpts from June 8, 2005 BFM Staff Report on the Executive in the NCOB

7. PAO & Executive Tenant Improvement Cost Estimate Comparison

8. Space Standards, 2005 Adopted Space Plan

� Rentable square feet is the Usable square feet plus a percentage (the core factor) of the common areas on the floor, including hallways, bathrooms and telephone closets. (And sometimes main lobbies, cafeterias, exercise facilities) Rentable square footage is the number of square feet on which a tenant’s rent is based
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