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Metropolitan King County Council

Budget & Fiscal Management Committee

	Agenda Item No.:
	6
	
	Date:
	December 3, 2003

	Proposed No.:
	2003-0519
	
	Prepared By:
	David Layton


STAFF REPORT
SUBJECT:
AN ORDINANCE making a supplemental appropriation of $4.5 million for design, move costs, and tenant improvements to relocate the Office of the Prosecuting Attorney (PAO) from various private lease spaces to the King County Courthouse.

BACKGROUND:
This legislation is related to three other pieces of legislation for your considered today.  They are:

1. Agenda item #3:  Lease renewal for PAO lease space in the Bank of California.

2. Agenda item #4:  Lease renewal for PAO & others in the Key Tower.

3. Agenda item #5:  Supplemental Appropriation to proceed with the next phase of the Proposed New County Office Building (NCOB).

Three proposed projects for the design, relocation and tenant improvements for the PAO from outside lease space to the King County Courthouse were included in the Executive Proposed 2004 Budget.  As these projects are integral to the proposed New County Office Building (NCOB) legislation and the lease renewals noted above council requested that these projects (395305, 395306, and 395307) be transmitted as separate legislation so that they could be considered concurrently.  These three projects are:

395305
4th Floor Courthouse Design




$   199,447

395306
PAO Tenant & Move Cost 4th Floor Courthouse

$1,233,587

395307
PAO Tenant & Move Cost 7th Floor Courthouse

$   307,696

In addition to the above a fourth project (395318) was transmitted with this legislation which proposes to provide tenant improvements and relocate the PAO Child and Family Services Unit from lease space in the Bank of California to the Courthouse.  The Child and Family Services Unit is a state/federal revenue backed program.


395318
PAO Tenant & Move Cost 4th Floor Courthouse – State
$1,040,000

Based on the 2003 Proposed Space Plan the PAO currently occupies space in the buildings summarized in the following chart:

	Building
	Area
	Unit/Division

	Courthouse(1)
	43,490
	Criminal, DV Advocates, Civil, Admin

	Administration Building
	24,420
	Civil Division

	Regional Justice Center
	17,392
	Criminal & Family Support Unit

	Youth Service Center
	11,156
	Criminal Division

	Bank of California(2)
	15,090
	Fraud, District Court, Sexual Violent Predator Units

	Bank of California(2)
	16,000
	Family Support Unit (State Lease)

	Key Tower(2)
	4,409
	Criminal Appellate Unit


(1)  The Courthouse PAO group was temporarily relocated to the Bank of America in September 2002 to create surge space for to the Courthouse Seismic Project (CSP).  This group is scheduled to return to the Courthouse following completion of the CSP in August 2004.

(2)  Figures shown in bold in are the groups proposed to be relocated to the Courthouse as part of this proposed legislation.

Approval of this legislation will complete relocation of all PAO units from leased space to county-owned buildings.

Adopted 2002 Space Plan:  This proposed legislation is consistent with the policies and implementation plans contained in the adopted 2002 Space Plan in the following ways:

· Reduce the county’s dependence on lease space.

· Co-locate services where functional relationships and/or user accessibility warrant.

· Retain, upgrade, and restore the King County Courthouse for criminal justice functions.

(Note: this policy is not stated in the Adopted 2002 Space Plan but is included in the policy matrix Attachment B to adopting Ordinance 14515).

Proposed 2003 Space Plan:  Council did not take action to adopt the proposed 2003 Space Plan this year.  Nevertheless, planning direction for the proposed New County Office Building (NCOB) and for the proposed PAO relocation was based on a key policy change in the proposed in the 2003 Space Plan:

“Retain, upgrade, and restore the King County Courthouse for functions requiring weapons screening or a heightened level of security throughout the building.”

This proposed policy formed the basis for the proposed relocation of the PAO from lease space in the Key Tower, Bank of California, and Bank of America back into the Courthouse as one of the primary rationale for this move was the need to provide heightened security for these groups.

Proposed PAO Move Implications:  The proposed relocation of the PAO units to the Courthouse creates a ripple effect and if approved will preclude the return of the Executive Office and the Office of Management & Budget (OMB) back to their previous location on the 4th floor of the Courthouse.  Instead this proposal assumes that the Executive and OMB will remain in the Bank of America until 2007.  Following completion of the Proposed New County Office Building the proposal assumes the Executive and OMB will be relocated to the 6th Floor of the Administration Building in the space vacated by Finance.  The Courthouse Seismic Project (CSP) is currently providing the revenue to support Executive and OMB lease costs in the Bank of America.   Following completion of the CSP in August 2004 the proposal assumes PAO lease savings and state reimbursement revenues will offset these lease costs. 

SCOPE:

Project 395305  4th Floor Courthouse Design:  includes in-house architectural, mechanical, and electrical disciplines for tenant improvement design for the PAO unit (16,000 rsf) which is proposed to be relocated from the Bank of California.  The location proposed is on the west half of the 4th floor of the Courthouse and represents approximately one-half of the 4th floor.

Project 395306  PAO Tenant & Move Cost 4th Floor Courthouse:  includes move costs, data, telephone, security, and tenant improvement construction costs associated with the relocation of the PAO unit from the Bank of California.  The location proposed is on the west half of the 4th floor of the Courthouse and represents approximately one-half of the 4th floor.

395307  PAO Tenant & Move Cost 7th Floor Courthouse:  includes move costs, data, telephone, security and tenant improvement construction costs associated with the relocation of the PAO unit from the Bank of California.  The location proposed is on the 7th floor behind both elevator banks in the space previously occupied by Jury Assembly.  

395318  PAO  PAO Tenant & Move Cost 4th Floor Courthouse – State:  This project is very similar in scope to project 395306.  This project will bring the state reimbursed PAO Family Support Unit from lease space in the Bank of California to the east half of the 4th floor of the Courthouse in the space previously occupied by the Executive and the Office of Management and Budget.

SCHEDULE:

The above projects will be completed during 2004 prior to completion of the core Courthouse Seismic Project in August 2004.  The recent approval of the Courthouse Lobbies Project will extend the CSP to February 2005 but this work is focused on the 1st & 2nd floor lobbies will not affect tenant relocations.

BUDGET:  

Budgets for the proposed projects vary but average around $71/RSF (total cost incl. mark-ups) which is typical for PAO office space remodel projects which have a higher density of private offices.  Copies of the proposed cost estimate summaries are included in Attachment #4.  A similar PAO tenant improvement project for the 9th floor of the Administration Building was completed in 2000 at a cost of $74/RSF (un-escalated).  By way of comparison the typical office space tenant improvement budget in the proposed new county office building (NCOB) is $50/RSF (direct cost) and $57.33/RSF (total cost incl. mark-ups).

Family Support Unit - Program sustainability:  The PAO Family Support Unit is a federal & state reimbursed program that is administered by King County PAO under a program agreement.  This proposal dictates a considerable capital improvement commitment on behalf of the county and sets the stage for a cascade of other long-term space planning and leasing decisions.  Council staff expressed concern relative to the longevity of the program and state’s revenue commitment to sustain the program into the foreseeable future and requested a written response to these concerns.  Executive staff transmitted a response to these concerns on November 21st and a copy is included in the staff report in Attachment #5.  The following selection is a quote from the response:

“This Program carries with it the same funding risks of any other state or federally funded program; i.e., subject to state and federal appropriations.  Considering the recent interest by Congress in addressing families at risk as well as the fact that this is a long standing federally funded program, we believe that this program has less likelihood of being cut than many others receiving state and federal aid.  Furthermore, the Prosecuting Attorney has received funding for this program in excess of 25 years and is all but certain to continue into future years.  Finally, the activities of the PAO generates revenue for the Child Support Enforcement program which, in turn, is used to fund the Program’s activities.  Because of this, the Program is less likely to face Federal or State cuts than other programs reliant totally on tax dollars.  Accordingly, this Program carries with it less financial risk than even the County’s CX funded programs.”   

Program Agreement:  The State Division of Child Support (DCS) has approved the PAO’s proposal to relocate the program from its current location in the Bank of California to the King County Courthouse and has transmitted a letter defining the terms of the approval.  A copy of the letter is included in the staff report in Attachment #6.  Council staff has not had an opportunity to review the underlying agreement between DCS and the PAO or Circular A-87.  However, based on the letter, federal government reimbursement is subject to the provisions of the Federal Government Office of Management and Budget Circular A-87 and includes the following key elements:

· Normal operating and Maintenance costs

· A use allowance based on a 2% straight-line depreciation, and

· Straight-depreciation of the costs of Tenant Improvements

The letter from DSHS approves the PAO’s proposal to house the Family Support Division in the Courthouse for at least 10 years.  The occupancy will continue to be reimbursed by the state to the county in accordance with federal regulations and the underlying program agreement.  This appears to provide reasonable certainty that the costs of the tenant improvements will be reimbursed.  
Proposed New County Office Building (NCOB):  The above proposed projects are interrelated with the Executive’s recommendations to proceed with construction of a new office building for King County (Proposed Ordinance 2003-0427) which is being reviewed concurrently in the BFM Committee.  Assuming the above projects are approved as proposed it will mean that the PAO will occupy the 4th floor Courthouse space previously occupied by the Executive and OMB.  The Executive’s recommendations are summarized in the report An Approach to Reducing King County Office Space Costs.  The report includes the recommendation that the Executive and OMB remain in the Bank of America until mid 2007 and then move to the 6th floor of the existing King County Administration Building.
Annual lease renewal costs to support the Executive and OMB in the Bank of America following completion of the Courthouse Seismic Project (August 2004) are $474,000.  According to discussions with executive staff the revenues to support these lease costs will be off-set by revenues from the following two sources:

1. Revenues from the PAO Family Support Unit space use agreement.

2. Revenue from lease savings for the relocated Bank of California PAO unit.

Financial Plan:  A copy of the proposed financial plan to support the Executive and OMB in the Bank of America following completion of the Courthouse Seismic Project is included in the staff report in Attachment #7.  A summary of the annual lease costs and PAO revenues are:

Costs:

Bank of America Annual Lease Rent: 

Executive and OMB:



$25/RSF
$474,000

Revenues:

Bank of California PAO Annual Savings/Revenues*:

Fraud, District Court, SVP Units:

$25/RSF
$419,925

Child & Family Support (O&M portion)
 

$181,440


Child & Family Support (Capital portion)


$236,825
Total Revenues



$838,190

Net Excess/(Deficit)



$364,190

*  These savings/revenues were not included in the NCOB report savings calculations

In addition to the above the Child & Family Support Services Unit use agreement provides for reimbursement of Tenant Improvement Costs ($1,040,000).  These costs will be amortized over a 10-year period at $8.50/RSF/year ($136,000 annually).  Therefore, the equivalent rent payment for the Child & Family Support Unit is:

Child & Family Support Unit

O&M







$11.34/RSF


Capital







$14.80/RSF


Tenant Improvement





$  8.50/RSF



Total





$34.64/RSF



Executive & OMB Tenant Improvement Costs:  Tenant improvement costs to relocate the Executive and the Office of Management and Budget (OMB) to the Administration Building in 2007 is a premium cost that would not be incurred if the Executive and OMB were to return to their former location on the 4th floor of the Courthouse.  Based on the average Tenant Improvement budget for the NCOB ($57/RSF) the Tenant Improvement costs would likely be in the range of an additional $1.1 million to $1.5 million.  A recent project to upgrade the Executive suite on the 4th floor of the Courthouse, remove suspended hollow clay tile walls and miscellaneous other work, was completed in 1999 at a cost of $526,518.

Based on the above analysis the PAO reimbursement appears sufficient to offset Executive and OMB Bank of America lease costs as well as the tenant improvements for the Executive and OMB for their long-term relocation in the Administration Building in 2007. 

Market Waiver:  FMD will seek a market waiver to implement the construction of these four tenant improvement projects by the Courthouse Seismic Project General Contractor/Construction Manager – Skanska.  Rationale for the market waiver is based on schedule needs and in order to avoid problems of multiple prime contractors on the project at the same time.

Per King County Code 4.04.075, a fiscal note outlining the fiscal impact of this legislation is required and is included in Attachment #3.

Reasonableness:  Based upon this analysis, passage of Proposed Ordinance 2003-0519 appears to constitute a reasonable business decision.

INVITED:

· Kathy Brown, DES Director, Facilities Management Division

· Dave Preugschat, DES Deputy Director, Facilities Management Division

· Jim Napolitano, DES Major Capital Projects

· Dan Satterberg, Chief of Staff, King County Prosecuting Attorney’s Office

· Leesa Manion, Deputy Chief of Staff, King County Prosecuting Attorney’s Office

ATTACHMENTS:


1. Proposed Ordinance 2003-0519

2. Transmittal Letter, dated November 17, 2003

3. Fiscal Note

4. Project Cost Estimate Summaries

5. Child Support Funding Reliability Summary – Executive Staff Response

6. State of Washington, Division of Child Support, Letter of Intent, dated November 20, 2003

7. Financial Plan to Support Executive and OMB in the Bank of America
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