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REVISED STAFF REPORT
As reported out of the Budget and Fiscal Management Committee

Proposed Substitute Ordinance 2012-0094.2 passed out of committee with a “Do Pass” recommendation for Council consideration on Monday, April 16.  The ordinance was amended to include a study of various options for heating and cooling the new facility prior to the request for construction funding.  

SUBJECT:	
AN ORDINANCE proposing a ballot measure in August 2012 to authorize a property tax levy to replace the Youth Services Center with a new Children and Family Justice Center (CFJC) located at 12th Avenue and East Alder Street in Seattle.  In support of the proposal, the Executive has also submitted a report titled Children & Family Justice Center: Facility Options Study, which is Attachment 1 to the staff report.

SUMMARY
If approved, Proposed Ordinance 2012-0094 would authorize a ballot measure for voter approval of a consecutive nine year levy to construct a new CFJC on the Alder property site.  The first year rate would be assessed at not more than $0.07 per one thousand dollars of assessed valuation.  The levy would support the replacement of courtrooms, offices, parking, and the detention facility at an estimated cost of $210 million.  (The cost to the median homeowner in King County would be around $25 per year, based on a median home cost of $350,000.)  

UPDATE FROM MARCH 20 MEETING
At the March 20, 2012 Budget and Fiscal Management Committee (BFM) meeting, staff was asked to further analyze the following items:
(1) Funding options considered for the ballot measure (page 4)
(2) Long term assumptions regarding operations costs (page 5)
(3) Future vacated space in the King County Courthouse (page 5-6), and 
(4) Mix of secure detention posts cited in the Facility Options Study (page 7-8).  

Responses for these items have been added to the analysis section of this report and the pages on which they are addressed are noted beside each item.

(5) Subsequent to the March 20th meeting, staff was asked to explore whether energy efficiencies would be incorporated into the design of the buildings.  FMD has responded by citing green policies adopted in Ordinance 16147 that was passed by the Council in June 2008 on the use of green building and sustainable development practices for all capital projects that meet certain financial requirements.  In addition, the FMD 2010 pre-design report on potential opportunities for sustainable design strategies will be followed.  The report stressed that the desired goal for green capital projects will be registered through the United States Green Building Council and should plan for and achieve a LEED  Gold certification or the highest rating possible with no incremental cost impact to the current expense (general) fund over the life of the asset.

BACKGROUND
King County’s Youth Services Center (YSC) is located at 12th Avenue and East Alder Street in Seattle.  Courtrooms, administrative offices and youth detention facilities are housed in three conjoined buildings on the campus: the Alder tower (1972), the Alder wing (1951, partially renovated in 1972), and the youth detention facility (1991).  The table below cites the uses for each building and the current conditions:

Table 1.  Current Status of Buildings
	Building
	Construction Date
	Occupants
	Condition

	Alder Tower
	1972
	Courtrooms, Judges’ chambers, PAO, AG, Public Defense, Juvenile Detention Admin
	In severe disrepair. 

	Alder Wing
	1952; renovated 1972
	Juvenile court, Seattle Alder Academy (alternative education program for both in custody and other students), records storage. 
	In severe disrepair. 

Most space is underutilized because walls, floors, ceilings, plumbing, HVAC, and electrical need replacement.

	Youth Detention Facility
	1991
	Youth in short term custody, detention services, including recreation, gym, health clinic, and Seattle Detention School.
	Facing over $30 million in repairs to extend its useful life. 


Additionally, there are parking facilities on the site that will be rebuilt in order to maximize the space. 

The major building systems such as HVAC and plumbing in the Alder tower and wing have reached the end of their useful life and need to be replaced. Replacement of these systems alone would cost approximately $20 million.  In addition, there are millions more in projects that will need to be undertaken to further extend the life of the building. Major maintenance costs on the detention facilities have been rapidly escalating as that facility has increased in age. 

Further, the county has already appropriated $1.6 million for floor repairs and asbestos and mold remediation due to flooding and $2.9 million to remove polychlorinated biphenyls (PCBs).  $650,000 was appropriated for security improvements on the first floor.  A broken water main repair was a low cost repair at $50,000, but resulted in closure of the building for three days.  On-going maintenance for the buildings is approximately $1-2 million annually, compared to an estimate of about $250,000 annually for a new building like Chinook.  (Many repair costs are associated with plumbing and potable water needs.)

Operational Master Plan
Replacement of the YSC has been an on-going effort that officially began with a Targeted Operational Master Plan (OMP) for Superior Court family law matters that was funded in the 2005 budget – Ordinance 15083.  The OMP was completed following extensive stakeholder meetings during 2005 and 2006.  Stakeholders included representatives from the County’s judicial system and facilities division, as well as representatives from the various user groups that depend on an efficiently run court system, including clients and the public. 

The OMP, adopted by the Council on September 25, 2006, recommended that the County focus on a unified, “full-service” children and family court model.  The stakeholder group felt that the needs of families and others using the system would be best served by having a single facility for family law-related matters.  In addition, the group recognized that the consolidation of court and other related services would yield significant efficiencies and savings.  The OMP recommended co-location of juvenile and family law functions in either one or two new courthouses in King County.  The types of family law cases handled include the following:

Table 2.  Children and Family Case Types
	Case Type
	Description

	Juvenile Offender
	Offender (criminal) cases involving those under 18.

	Dependency 
	Child abandonment, abuse, neglect, and resolution of guardianship. 

	“Becca Bill” Cases
	State truancy laws named for 13-year-old runway murdered in Spokane in 1993.

	Truancy
	Repeated skipping of school.

	At Risk Youth 
	Care, custody, and control of children with behavioral challenges. 

	Child in need of services (CHINS)
	Temporary placement of children outside the home due to serious child-parent conflict with a goal of reunification. 



Facilities Master Plan
Following the OMP recommendations, a facility master planning effort was undertaken, culminating in the Superior Court Targeted Facilities Master Plan (FMP), which was transmitted to Council in May 2009.[footnoteRef:1]  Although the FMP contained no recommendation on a preferred facility alternative, in December 2009, the Council passed Motion 13106, affirming the goal of co-locating all juvenile offender, North end juvenile dependency and family court matters involving children in a single facility (or Scenario 5.5, as identified in the FMP).  [1:  An initial report with facility options was presented in 2008, but the preferred consolidation option raised concerns regarding the construction costs.  ] 


The table below shows the types of cases currently located at the Youth Services Center and cases proposed to be located there under Option 5.5.



Table 3.  Locations of Case Types – Current vs. Proposed
	
	Juvenile Offender
	North End Becca
	North End Dependency
	North End Family Law With Children
	North End Family Law No Children

	Current
	Youth Services Center
	Youth Services Center
	King County Courthouse (KCCH)*
	KCCH
	KCCH

	Scenario 5.5
	CFJC
	CFJC
	CFJC
	CFJC
	KCCH


*Prior to the PCB remediation project North end dependency cases were heard primarily at YSC with some cases at KCCH. These cases were moved to KCCH during the remediation project, pending completion of that project and a determination on the replacement of the YSC. 

As shown above, under Scenario 5.5, North end dependency and family law cases involving children would be located at the new CFJC, along with juvenile offender and North end Becca cases.

A subsequent report approved by the Council in 2010 (Motion 13218) recommended phasing construction, or building nine courtrooms in the first phase by 2015 and adding five to seven courtrooms by 2022 to accommodate future caseload growth.  The total cost of the two phases was anticipated to be $247 million and assumed a sale of a portion of the site to provide some revenue to support the project.  Proposed Ordinance 2012-0094 would support 10 courtrooms, and would be constructed in such a way as to allow for additional courtrooms to be added onto the new facility at a later date, including an additional $107,000 square feet of courtroom space.  

Since the rejection by the voters of a ballot measure to increase the sales tax by 2/10 of one cent in November 2010, additional revenue sources had not been identified to finance the project. Proposed Ordinance 2012-0094 would provide sufficient revenues to cover the cost of construction for the major facilities on the site. 

In March 2011, the Executive issued a Request for Qualifications/Concepts (RFQ/C) that invited development teams to submit their qualifications and experience in developing projects of a similar scope.  The teams were also asked to submit preliminary concepts on possible solutions for replacing or relocating the YSC facility that did not require King County to increase their operating cost or debt payments beyond current levels.  However, none of the responses were able replace or relocate the facility without increasing costs to the county.  Attachment 1, the Facility Options Study, shows design work will be completed by July 2015 and permitting by November 2015.  Executive staff has confirmed that design work will move forward only after a funding source is identified and secured.

ANALYSIS
At the March 20 BFM committee meeting, Councilmembers asked about the possible funding options that were considered prior to the current proposal.  Options considered include a six year levy lid lift, a nine year levy lid lift, an excess levy and a sales tax increase.  These options are defined below:

1. Levy Lid Lift – This type of levy "lifts" the statutory cap on property tax increases in subsequent years.  These levies are usually temporary (although they could also be permanent according to RCW 84.55.050) and can be levied for different durations.  However, a lid lift that is used to make debt service payments on bonds – such as the proposal for consideration – is limited to no more than nine years. Approval requires a simple majority. 
2. An Excess Levy –This type of levy is an amount approved by the voters for capital improvements that does not count against the County’s $1.80 limit or the aggregate $5.90 limit. The levy would expire when the debt service requirements were met. Approval requires a 60% majority with 40% of the voters who voted in the last general election casting ballots. 
3. Sales Tax increase – A sales tax increase could be approved by voters to support a specific function for a specified period of time.  Approval requires a simple majority; however 40% of revenues are transferred to cities. Voters rejected a 2/10 of one cent increase in November 2010.

Proposed Funding Option
Proposed Ordinance 2012-0094 would place a proposition on the August 7, 2012 ballot authorizing a nine-year property tax levy lid lift of $0.07 per $1,000 of assessed valuation to fund replacement of the Youth Services Center.  The total cost of the project is anticipated to be in the range of $210 million, costing the median homeowner in King County around $25 per year.  In contrast to earlier concepts, the current proposal involves replacement of all three buildings and parking facilities.  By replacing all facilities on the site, the County can reduce its footprint site and maximize the amount and value of property that could be sold.  This will be further discussed later in the staff report. 

Long Term Operations of the Facility
The Facility Options Study forwarded with the ballot proposal analyzes capital costs, but does not include a full analysis of the costs associated with staffing three added courtrooms at the CFJC.  (The study does note that if a new detention facility is approved, a modern design would eliminate 9.00 FTEs.)  It is estimated that a new campus would not be occupied for seven years – making long range operational assumptions difficult.  However, the time between assumed voter approval of the project (2012) and the opening of the facilities (2019), could leave the county with insufficient operating revenues to operate the new facility.  

According to the Office of Performance, Strategy and Budget (PSB), it is not expected that the courtrooms will require added staff when the facility opens due to county growth assumptions.  The additional courtrooms will be used for family court purposes, resulting in vacant space in the Courthouse.

If King County grows as expected, the county will most likely need to add judges and staff to accommodate the growth; thus necessitating expansion space for the future.  PSB acknowledges that the county will need to deal with these operational costs either through more efficient procedures or expanded revenue sources.  The Executive has established a policy that assumes a three percent reduction in operating budgets from one year to the next.  The question that arises is when a "tipping point" will be reached between mandated court functions and the ability to provide them.  It is possible that both efficiencies and revenues will be needed to ensure provision of services.  

According to PSB, the biggest cost would be to not plan for physical growth ahead of time.  Thus, building three extra courtrooms and providing site space for future expansion seem like good investments to the Executive.

CFJC Construction Ballot Proposal
Proposed Ordinance 2012-0094 would authorize the placement of a ballot proposition for a nine-year property tax levy lid lift to construct: 
· 10 new courtrooms with accompanying office space. This piece of the project will be 138,000 square feet. 
· A new detention facility with dorms for 154 children.  This part of the project will be 100,000 square feet. 
· 440 parking stalls on the site consuming 145,000 square feet. 

Superior Court Courtroom Usage
The Superior Court currently uses seven courtrooms at the YSC.  The proposal would create ten in the new CFJC – an increase of three courtrooms.  The planned consolidation of children and family courts on the Alder site will result in vacated courtrooms in the Courthouse.  

According to the Superior Court, utilization of the vacated Courthouse square footage will be included in the long term approach to space planning.  As noted earlier, the new CFJC will open in seven years.  While the growth in general civil and criminal filings in that seven year time frame cannot be predicated with absolute accuracy, there is a general correlation between civil and criminal filings and population growth.  The County demographer estimates that the population of King County will grow from 1,931,200 today to 2,114,400 by 2020, and 2,263,000 by 2030.  

The Court notes that the vacated Courthouse space will most likely be used for civil and criminal trial work by either the Superior or District Court over the course of fifteen to thirty years.  If there is no growth in filings in the next seven years, the vacated space could be used for increased video proceedings or other court processes.  Through the space planning process, the vacated spaces could also be used to accommodate space that was previously leased outside the downtown core.

Project Scope, Schedule and Budget 
· Scope: As previously noted, the proposal would construct a new courthouse with 10 courtrooms, a new detention facility with capacity for 154 juveniles and 440 parking stalls. 

· Schedule: The Executive estimates the project schedule as follows: 
· Design would be completed by July 2015
· Permitting would be completed by November 2015
· Construction would be completed by July 2019

· Budget: The proposed project budget is as follows: 


Table 4.  Proposed Project Budget
	Element
	Cost

	Architectural / Engineering
	              8,290,000 

	Courthouse
	           60,320,000 

	Detention Facility
	           39,072,000 

	Parking
	           13,575,000 

	Site work
	              6,455,000 

	Demolition
	              2,320,000 

	Equipment
	              5,945,000 

	Contingency 10%
	           16,231,000 

	Project Administration FMD
	              3,340,000 

	1% for Art
	              1,726,000 

	Other Costs
	           23,174,000 

	Total in 2012 Dollars
	         180,448,000 

	   Inflation to 2017 
	           27,352,000 

	Total Costs of Development
	         207,800,000 



Initial analysis indicates that the general range of costs listed above appear to be in a range similar to previous large capital projects.  For instance, architectural/engineering costs account for approximately five percent of the total project cost.  FMD project administration costs are approximately two percent and include costs associated with consultants for detention security, acoustics, elevators, landscaping, civil engineering and public relations.  

Construction Assumptions: 
This proposal is similar to the prior sales tax measure with one major exception. This proposal would also reconstruct the juvenile detention facilities on the site. The current detention facility was constructed in 1991 and will require extensive major maintenance to extend its useful life beyond the 30 year timeframe. This proposal would demolish and reconstruct a new detention facility on the site that incorporates a modern design and reduces operations and maintenance costs. This piece has been recommended for a few specific reasons that include: 

· Itemized Major Maintenance costs over the next 30 years are anticipated to cost just over $33 million[footnoteRef:2], compared to the construction estimates for a new facility at about $39 million.   [2:  The major maintenance costs are estimated to escalate at a rate of 3% per year to account for inflation and are also discounted at a rate of 5% to reflect what you would expect to earn if the property were sold.  ] 

· A new facility would have major maintenance costs of approximately $6 million over a 30 year period. 

· The existing facility would have costs in excess of $33 million. 

· This net difference of $27 million in 2012 dollars accounts for a large portion of the recommendation to replace the facility at this time. 

· It is anticipated that by incorporating a design that considers how the facility is operated, staffing costs can likely be reduced by about 9.00 FTE (full time equivalent) positions leading to annual ongoing savings of $600,000 in 2012 amounts. 

Detention facility operations require that certain posts be staffed twenty-four hours a day, seven days per week (24/7) to ensure campus safety and security.  The number of FTE staff positions required to maintain a post varies based upon facility design such as line of sight requirements or upon shift requirements such as working four or five days per week.  For example, three FTEs – each working an eight hour shift – are required to staff one 24/7 post.  The number of FTEs required is also influenced by relief needs, vacation time, and sick leave schedules because the post must be maintained 24/7.  

According to the Facility Options Study (page 43), the Department of Adult and Juvenile Detention (DAJD) assumed 99.00 FTEs to staff juvenile detention posts.  The 99.00 FTEs currently staffing detention posts include:
· 87 Juvenile Detention Officers[footnoteRef:3]   [3:  These officers provide direct supervision to youth in custody, transport youth outside of the facility, provide security to the youth and providers in the health clinic, provide security for family and providers visiting youth, and perform functions associated with intake/transfer/release and central control.] 

· 8 Shift Supervisors
· 2 Orientation and Assessment Specialists
· 1 Recreation Specialist 
· 1 Scheduling / Payroll Supervisor

The 87.00 Juvenile Detention Officer FTEs provide staffing for 54 posts.  Some posts, such as central control, intake/transfer/release and the living hall controls are staffed 24/7.  Some posts are needed only sixteen hours per day, seven days per week, such as the living hall officers.  Others posts are required only eight hours per day, five days per week, such as court transport.

Staffing needs could be reduced based upon a new detention facility layout:

· The Executive estimates that by using a “podular” living unit design rather than the current linear design, two posts could be eliminated totaling 6.00 FTE positions. 

· The Executive further estimates that by co-locating the main central control area with admission/release functions that two posts totaling 3.00 FTEs can be eliminated. 

· None of these reductions could occur until the new facility was fully online. 

· Conversely, not reconstructing detention at this time will require additional staffing for increased demand to transportation of inmates to court (approximately 4.00 FTEs).

· By moving the County facilities to the center of the site, the county can maximize the residual land value by making the majority of the site visible to the surrounding streets and allow those areas to become available for retail and housing space. 

· The current layout on the site is quite poor for considering the resale of the residual land. The current estimate is that if the county were just to rebuild the courthouse the residual land value would be worth more than $4 million less than relocating the facilities on the site. 

· Additionally, the redesigned site will make the overall facility friendlier to the community and maximize the ability to build retail and housing on the other pieces of the current site. 

· Because the residual land will be sold at the end of the project, the County faces a “now or never” situation with rebuilding the detention facility. 

· The project plan is designed in such a way as to methodically build the new courthouse, new detention, new parking and then demolish the existing facilities and sell the residual land. 

· If the detention facilities are not constructed at this point, it is very unlikely that the facilities will ever be reconstructed. 

· In order to maintain the option for a future time, the County would have to refrain from selling the residual land at the conclusion of this project. 

· The current proposal has a long construction timeframe. By the end of the construction schedule the existing detention facility will be approaching 30 years of age and nearing the end of its useful life. 

Financing: 
As previously noted, the construction costs are estimated to be $208 million. The total cost of the project will likely be slightly higher due to borrowing costs associated with the proposal.  Estimating the total borrowing costs at this point is difficult because the county will only borrow what is necessary to complete construction.  As the cash from the tax levy, assuming voter approval, will begin to be collected in 2013, the County will have accumulated significant cash on hand prior to construction beginning later this decade.  The borrowing costs will then be based upon cash needs and the interest environment at that time. All debt will be retired by 2022, coinciding with the end of the nine year levy.  It should be noted that the proposal is for a nine year capital construction levy and per RCW cannot be used to support other purposes.

At its March 7th meeting, the King County Forecast Council KCFC adopted the preliminary forecasts for King County for 2013. This forecast reduced the assessed valuation of King County by just over 3% for 2012. This has affected the value of the 7 cent levy that was previously introduced. Table 2 shows the value of the 7 cent levy over the 9 year life assuming the county takes the allowable 1% annual increase and is based upon the $319.5 billion Assessed Valuation for 2013 that was approved by the forecast council.  

Table 5: Total Collection $0.07 at One Percent Increase
	7 Cents 1st Year

	Year
	Base Collection
	New Construction
	Assumed Rate

	2013
	$21,951,104
	$162,886
	$0.0700

	2014
	$22,170,615
	$158,142
	$0.0677

	2015
	$22,556,837
	$155,936
	$0.0662

	2016
	$22,942,129
	$166,042
	$0.0650

	2017
	$23,329,046
	$174,710
	$0.0639

	2018
	$23,730,039
	$177,108
	$0.0613

	2019
	$24,143,796
	$181,221
	$0.0597

	2020
	$24,564,113
	$180,081
	$0.0576

	2021
	$24,992,787
	$162,886
	$0.0569

	Total
	$210,380,466
	 
	 



The total collections under this scenario come to just over $210 million. The project construction costs are $210 million. Depending on the cash flow needs, there may be additional borrowing costs. These net costs may be as high as approximately $6 million. Therefore, a 7 cent levy leaves basically the amount for construction, but does not allow for significant financing costs. There is roughly $2 million additional in collections compared to just the construction costs. 

What this levy does not leave sufficient funding for would be any unanticipated costs, especially those related to construction issues that might arise, and potential costs associated with borrowing. However, it would likely not be possible to quantify additional risk in the project beyond the 10% project contingencies built into the proposal. 

Since any financing issues with the project would likely occur in 2020 or 2021, the County could choose to address any shortfalls as they occur. The general fund debt service levels do have several points of drop-off between now and 2024, including large drop-offs in 2020 and 2024, and there would likely be sufficient debt capacity in the general fund to address shortfalls at that time. Timing of the construction schedules may also allow the County to avoid some or most of the potential borrowing costs. The county may also borrow from the investment pool for any short-term cash needs at rates that will likely be lower than borrowing and issuance costs. 

It is important to also note that the County purposely budgets very conservatively when constructing the forecast. The County budgets at a 65% confidence level, which means that the budget assumes that there is a 65% chance that actual revenues will be collected at a higher level than is budgeted. In this case, this is important because relatively small changes in the actual new construction amounts would lead to additional revenues coming from the levy. This would further mitigate any issues associated with needed borrowing costs. 

Finally, the Executive is proposing to sell the residual land on the property after the construction project has been completed. The estimate for the value of this land is $16.5 million. This funding, if the parcel is sold in a timely manner, will also mitigate risks associated with cost overruns and financing. 

Residual Land Value:
The Executive has used an independent appraiser to evaluate the potential land value of the residual land once the construction elements are complete. The appraisal determined that “medium” value of the land should be considered $16.8 million. The financial planning associated with the study has consistently been using $16.5 million as the potential value. The appraiser actually gave a “conservative” estimate at $11.32 million and an “aggressive” estimate at $18.2 million. 

Schedule Deadlines: 
In order to make the August primary ballot, final council action needs to be taken no later than the following dates: 
· Normal Schedule – April 30th 
· Declared Emergency – May 7th

REASONABLENESS:
Proposed Ordinance 2012-0094 would place a proposition on the August 7, 2012 ballot authorizing a nine-year property tax levy lid lift of $0.07 per $1,000 of assessed valuation to fund replacement of the Youth Services Center.  Approval of the proposed ordinance appears to be a reasonable option to fund a new $210 million CFJC.
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