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REVISED STAFF REPORT
SUBJECT:
Discussion of and possible action on the Executive’s proposal which authorizes $476,000 in supplemental budget authority for two capital projects. 
BFM COMMITTEE ACTION

The Budget and Fiscal Management (BFM) Committee adopted a striking amendment to replace the revenue source for the Joe’s Creek project. The project was added by the Council in the 2005 Adopted Budget using surface water management (SWM) revenues as the funding source. However, the project is in the city of Federal Way, and therefore, SWM revenues are not an eligible funding source. 

The Executive proposed replacing SWM revenues with  REET 1 revenues. However, REET 1 revenues are also not eligible. Under the code, REET 1 revenues are available to meet the capital needs of unincorporated King County. The substitute ordinance replaces REET 1 with  REET 2 revenues which are an eligible funding source for this project. Under county code, REET 2 may be used for funding park planning, repair, construction or improvement in unincorporated King County and in cities as long the project benefits and is open to unincorporated area residents. REET 2 revenues are available from fund balance.

The substitute ordnance also modifies a 2005 budget proviso related to the Accountable Business Transformation Project by changing the date when the motion approving the business case must be transmitted to the Council – from March 1 to April 7.The Council added a requirement in the 2005 Adopted Budget that the Project Review Board review the business case. The Executive believes this additional review will add another month before the business case can be transmitted to the Council.


SUMMARY: 
King County’s 2005 adopted CIP (capital improvement program) is $942 million. The proposed ordinance authorizes an additional $476,000 in expenditure authority. Of this amount, $226,000 is Current Expense (CX) funds and $250,000 is REET 1 (Real Estate Excise Tax) (see Table 1 below).  The staff report discusses the proposed expenditure and the revenue source by fund and project. 

Table 1: Summary of January 2005 CIP Corrections Ordinance 

	Project
	Budget Category
	Amount
	Revenue Source

	Joe’s Creek Basin
	Technical Correction
	250,000
	REET  2

	Tashiro-Kaplan Tenant Improvements
	Supplemental Appropriation
	$226,000
	CX

	
	TOTAL:
	$476,000
	


1. REET 2 (REAL ESTATE EXCISE TAX FUND (3682)
$250,000
This appropriation provides funding for the Joe’s Creek Habitat Restoration Project which was funded in the 2005 Adopted Budget. The project involves the restoration of a salmon-spawning creek and addresses flooding and erosion problems throughout the one mile reach of Joe’s Creek which empties into Dumas Bay on Puget Sound. 

The project has an estimated total cost of $1,750,000. The city of Federal Way has committed $750,000 and is seeking funding from other sources including the King Conservation District, WRIA 9 and the State of Washington. 

2. BUILDING REPAIR & REPLACEMENT FUND (3951) 
$226,000

Project 395427 Tashiro-Kaplan Building Tenant Improvements and Rent 
This item is discussed in the staff report for Proposed Ordinance 2005-0039, the January operating supplemental. This item is “double-budgeted” in both the operating and capital supplemental ordinances. The operating ordinance provides for a transfer of CX revenues to the CIP where the project is budgeted for expenditure.

The Executive is requesting $226,000 in additional appropriation authority for tenant improvements (TI) at the Tashiro-Kaplan (TK) building. The County sold the Tashiro-Kaplan (T-K) building in 2000 to ArtSpace for the development of affordable artist housing. The purchase and sale agreement required the county to lease back in “as is” condition 10,000 square feet in the Tashiro portion of the building. The agreement stipulates that the majority of the leased spaced must be used for an arts-related purpose, and at the time the lease agreement was signed, the Executive envisioned the Office of Culture Resources (OCR) as being the tenant and relocating from its space in the Smith Tower. OCR became an independent development authority in 2003 and has since reorganized as 4Culture. At the time 4Culture departed from the County, no discussions occurred regarding the lease for the office space or the tenant improvements needed to make the space functional.
The county’s obligation for the lease began on July 1, 2004 and since that time, the county has been making payments to ArtSpace on the unoccupied office space. The purchase and sale agreement was silent on who was responsible for tenant improvements for the office space. After months of negotiations, the county reached an agreement with 4Culture in December 2004 to sublease the office space and split the cost of the tenant improvements. The target date for completion of the tenant improvements is July 1, 2005.

Table 2 below outlines the cost sharing agreement with 4Culture. Tenant improvements, estimated to cost $1,150,000, will be split 50-50, or $575,000 each. The County is obligated to cover the lease payments through June 30, 2005 at an estimated cost of $144,000. 4Culture will assume the lease on July 1, 2005. Abatement costs for the removal of asbestos, lead and mold were paid for by the County and considered a “pre-existing” condition of the formerly Transit-owned property. The anticipated cost for tenant improvements, lease payments, abatement of environmental hazards and miscellaneous expenses totals just under $1.5 million, with 4Culture’s share totaling $583,000 and the County’s share totaling $905,895.


Table 2: TK Improvement Expenditures – 4Culture and King County
	Cost Item
	4Culture
	King County 
	TOTAL

	Tenant Improvements
	$575,000
	$575,000
	$1,150,000

	Lease Payments
	0
	144,000
	144,000

	Abatement
	0
	178,886
	0

	Misc. 
	8,000
	8,009
	16,009

	TOTAL
	$583,000
	$905,895
	$1,488,895


Table 3 below shows the appropriations approved to date totaling $679,895 and the components of this $226,000 supplemental request. Approximately $203,991 would provide the final increment to meet the county’s 50 percent share of the tenant improvement costs; to date, the Council has approved $130,000 to cover the lease costs starting on July 1, 2004. An additional $14,000 would cover the lease payment (plus utilities and operating costs) through June 30, 2005 and $8,000 for miscellaneous costs. All the appropriations are from the Current Expense (CX) Fund with the exception of the abatement costs which were funded by the Transit Operating Fund and ArtSpace. 

Table 3: T-K Building Appropriations To Date and Projected County Costs 
	Cost Item
	3rd Quarter
	4th Quarter
	2005 Budget
	Supplemental Request
	TOTAL

	Tenant Improvements1
	$325,000
	$46,009
	
	$203,991
	$575,000

	Lease Payments1
	64,050
	32,599
	33,351
	14,000
	144,000

	Abatement2
	0
	178,886
	
	0
	178,886

	Misc. 1
	0
	0
	
	8,009
	8,009

	TOTAL:
	$389,050
	$257,494
	$33,351
	$226,000
	$905,895

	Cumulative Total: 
	$389,050
	$646,544
	$679,895
	$905,895
	


1 Tenant Improvements, Lease Payments and Misc. are funded by the Current Expense (CX) Fund.

2 Abatement costs are funded by $151,039 from the Transit Operating Fund and $27,847 from ArtSpace.

In considering this request, the Council may want to keep in mind that the county is responsible for making the Tashiro space functional as office space. If 4Culture had remained “OCR” and moved in as originally planned, the Current Expense (CX) Fund would likely have borne the entire $1.1 million tenant improvement cost.
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