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Budget & Fiscal Management Committee
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	3
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	Prepared By:
	Monica Clarke


STAFF REPORT
SUBJECT:


An ordinance authorizing the Executive to enter into a one-year lease agreement with Walton Seattle Investors for office space in the Union Bank of California (900 Fourth Avenue) in downtown Seattle. 
BACKGROUND:

Four county agencies, listed below in Table 1, currently occupy 28,291 square feet of space at $14.50 per square foot in the Union Bank of California building. The lease for the entire leased space expires December 31, 2003. 
SUMMARY:

Adoption of the proposed ordinance would authorize the Executive to renew the lease for 23,214 square feet to accommodate the Prosecuting Attorney’s Office (PAO) and the Crisis and Commitment Services unit of the Department of Community and Human Services (DCHS). The term of the lease would be for one year from January 1, 2004 to December 31, 2004 at $25.00 per square foot. The lease contains an additional one-year option at $26.00 per square foot for the space occupied by the PAO. Table 1 below compares the terms of the current lease and the terms of the proposed lease.  
Table 1: Comparison of Current and New Lease Terms at Union Bank of California
	AGENCY
	CURRENT LEASE TERMS
	
	NEW LEASE TERMS

	
	SQ. FT.
	COST PER

SQ. FOOT
	LEASE

EXPIRES
	STATUS
	SQ. FT.
	COST PER

SQ. FOOT
	LEASE

EXPIRES

	Risk 
Management
	5,550
	$14.50 
	Dec. 31, 
2003
	Move to Yesler 
Bldg. Jan. 1, 2004
	n/a
	n/a
	

	Hearing 
Examiner 
	2,051
	$14.50 
	Dec. 31, 2003
	Move to Yesler 
Bldg. Jan. 1, 2004
	n/a
	n/a
	

	Prosecuting Attorney 
	15,090 
	$14.50 
	Dec. 31, 2003
	Renew lease at 
Union Bank of 
California
	16,797
	$25.00
	Dec. 31, 2004 
 + 1-12 month option

	Crisis and Commitment Services 
	5,600
	$14.50 
	Dec. 31, 2003
	Renew lease at 
Union Bank of 
California
	6,417
	$25.00
	Dec. 31, 2004

	TOTAL:
	28,291
	$14.50
	
	
	23,214
	$25.00
	


Highlights of the proposed lease renewal are as follows:


· Cost per Square Foot: The base rental rate increases from $14.50 to $25.00 per square foot.  The annual lease cost increases by $280,345 from $300,005 to $580,350. The total leased square footage for the PAO and Crisis and Commitment Services increases by 2,524 square feet from 20,690 to 23,214 (approximately 9 percent) to reflect adjustments in industry standards for calculating rentable square feet. (The lease renewal for the Department of Public Health at the Wells Fargo Center increased the rentable square footage by 4 percent).

· Employee Consolidation in County-Owned Space: The Executive proposes relocating the Office of Risk Management and the Hearing Examiner’s Office from the Bank of California building to the 4th floor of the Yesler Building on January 1, 2004. Moving and tenant improvement costs associated with the move to county-owned space will be funded by a $215,737 appropriation in the Building Repair and Replacement Fund adopted in the 2003 capital improvement program budget (Office Space Preparation project #395334). 


· T.I. and Early Out: There are no Tenant Improvement Allowance or Early Out provisions in the new lease agreement.

ANALYSIS

Policies adopted in the Space Plan 2002 call for the county to move from a dependence on short-term leased space to owned space or leased space with an option to own. With the expiration of the current lease at the Bank of California building on December 31, 2003, the county will, in part, be implementing this policy by relocating the Hearing Examiner and Risk Management offices out of leased space and into county-owned space in the Yesler Building. 
The one-year lease renewal with a one-year extension option for the PAO implements proposed policies in the Executive’s proposed Space Plan 2003 which call for utilizing short-term leased space until a new county facility is available or county-owned space is adequate to accommodate specific agency needs. In this case, the lease termination at the Union Bank of California coincides with the completion of the Courthouse Seismic Project in late 2004. As discussed during the 2004 budget process, the Executive proposes relocating the PAO units from the Bank of California and Key Tower to the Courthouse (16,000 square feet on the 4th Floor and 6,200 square feet on the 7th Floor) after this lease and the Key Tower lease
 expire on December 31, 2004. A supplemental appropriation to fund the tenant improvement and moving costs associated with the PAO moves to the Courthouse will be discussed later in today’s agenda (Proposed Ordinance 2003-0519). 
The Property Services Division has indicated that the Crisis and Commitment Services unit of the Department of Community and Human Services (DCHS) has unique needs such as proximity to Harborview Hospital, on-site secure parking and 24-hour HVAC which may require a continued reliance on leased space. 
The current lease at the Bank of California is scheduled to expire at the end of this year, December 31, 2003, therefore this ordinance is time sensitive. This item was deferred at the October 1, 2003 meeting to allow additional time for the BFM Committee to consider multiple space planning proposals including the new county office building and tenant improvements at the Courthouse for the PAO. Both of these items are scheduled for discussion/possible action on today’s agenda. Additionally, the proposed Space Plan 2003 may be considered next year concurrently either with the 2004 Comprehensive Plan update or with the 2005 county budget, as authorized in state law under the Growth Management Act
. 

INVITED:

Kathy Brown, Director, Facilities Management Division, Department of Executive Services

Tim Clancy, Leasing Supervisor, Property Services Division, Department of Executive Services
Amy Bolich, Principal, Kinzer Real Estate Services

Craig Kinzer, Principal, Kinzer Real Estate Services

ATTACHMENTS:


1. Proposed Ordinance 2003-0363 
2. Attachment A to Proposed Ordinance 2003-0363 Office Lease Between Walton Seattle 
Investors I, L.L.C. and King County 

3. Executive’s transmittal letter dated July 22, 2003

4. Fiscal Note

� The Executive proposes extending the Key Tower lease for a small unit of the PAO; that lease will also expire on December 31, 2004. 


� Under the Growth Management Act, counties may adopt their space plan either with the annual budget or with adoption of the Comprehensive Plan update.
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