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Budget and Fiscal Management Committee


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

Proposed Ordinance 2011-0337 passed out of committee with a “Do Pass” recommendation - no revisions were made to the supplemental request.  Proposed Substitute Ordinance 2011-0338.2 also passed out of committee with a “Do Pass” recommendation.  The ordinance was amended in committee to include an updated purchase and sale agreement that included all exhibits and minor revisions requested by the City of Kent.  No substantive revisions were made to the agreement.  

	Agenda Item:
	
	Name:
	Polly St. John

	Proposed No.:
	PO 2011-0337
PO 2011-0338
	Date:
	August 29, 2011



SUBJECT:  
Proposed Ordinances 2011-0337 and 2011-0338 would implement the long term space and strategic planning goals to consolidate District Court operations in the south county at the Norm Maleng Regional Justice Center (MRJC) and to do so by relocating the King County Sheriff's Office (KCSO) Criminal Investigations Division (CID) unit from the MRJC to another location.  

SUMMARY:
This staff report discusses a proposal that would begin the implementation of tenant improvements and moves necessary to consolidate District Court operations in the MRJC and to move the KCSO CID unit from the MRJC to another location – preferably the Chinook Building.  The Facilities Management Division (FMD) continues to work with the KCSO on the relocation of CID to ensure that operational and security issues are fully addressed.  Consequently, the final location for CID is not confirmed at this time.  This finalization is not anticipated to affect the purchase and sale agreement between King County and the City of Kent.

The proposed ordinances would do the following:
1. Proposed Ordinance 2011-0337 would make 2011 appropriations of $1,649,005 to fund the design phase of a remodel at the MRJC and a new location for CID (preferably the Chinook Building, the associated necessary moves, and to support a KCSO long-range facilities plan.
2. Proposed Ordinance 2011-0338 would approve a purchase and sale agreement between King County and the City of Kent for the sale of the Aukeen Courthouse.



BACKGROUND:
The proposed sale of the Aukeen Courthouse will be mutually beneficial to both the jurisdictions.  The county will have the ability to fulfill long term policy goals for court consolidation and expansion and the city will have the ability to expand their municipal court and other criminal justice functions.  Further, selling the facility to the city will provide the county much of the funding needed to achieve District Court consolidation at the MRJC and, at the same time, will save the city a portion of their anticipated costs for expanding the Aukeen facility to meet their criminal justice needs.  

The County Perspective
The District Court, Executive, and Council initiated a planning effort for King County District Court in 2004 to determine the most appropriate operational and facility configuration for the court.  The District Court Operational Master Plan (OMP) – adopted by the Council in May, 2005 – and the subsequent Facilities Master Plan (FMP) – adopted in September, 2007 – evaluated and made recommendations for the provision of court services.  Both plans recommended a long term goal to relocate CID to Seattle from the MRJC and to backfill the MRJC with additional District Court courtrooms.  The OMP recommended the consolidation of "District Court facilities that exist in the same city".  The FMP stated that the plan "promote(s) access to justice, (and) consolidate(s) facilities in the same city" and that "because the District Court OMP recommended it, and the County Council agreed, all options assume that there will be a consolidation of the two facilities in Kent".  Although the FMP recommends consolidation of Kent facilities, it does not recommend the best way to do so.

In Ordinance 15328, adopting the 2005 County Space Plan stated that:  "It is the intent of the council that the space plan shall provide additional space needs for the district court at the regional justice center in Kent through the conversion of vacated criminal investigation division space into courtrooms, jury rooms, and associated support space."

The adopted policy direction contained in the 2005 Space Plan was:

1. The criminal investigation division (CID) in the King County sheriff’s office shall be relocated to the downtown Seattle core complex of King County buildings.  Any vacancy in the administration building resulting from the relocation of elections related functions shall be considered a priority location for the relocation of the sheriff’s departmental functions.  
2. The Regional Justice Center space vacated by the CID shall be converted to courtrooms, jury rooms, and associated support space for use by the district court.  

There are a series of steps necessary to accomplish the District Court consolidation and merger into the MRJC, ultimately creating seven consolidated courtrooms in the MRJC.  First, sell the Aukeen property to the city, which will generate a major portion of the funding to accomplish the consolidation.  Second, move KCSO CID from the MRJC to make room for the court.  And third, expand court operations at the MRJC, including additional support staff and security screening.

The City of Kent Perspective
The City of Kent currently leases space from the county in the Aukeen Courthouse for the provision of municipal court services.  Under the terms of that lease, the city would have the right of first offer to purchase the property if the county decided to sell.

The city had previously identified that expansion of their space in the building was needed and that the estimated cost would be $7 million to accomplish the capital improvements.  The city's expansion costs could be avoided if the District Court vacated the space.  Under the terms of the proposed purchase and sale agreement the city would purchase the facility for $5.6 million, saving the city approximately $1.4 million while fulfilling the city's criminal justice space needs.  

Preliminary Agreement
In March 2011, the city and county signed a non-binding letter of intent that identifies the business terms for the sale of the facility.  Those terms include:
· Purchase price of $5.6 million
· Sold in "as is" condition
· Provides city a 90 day due diligence period
· Closing will occur 30 days after Council approval of purchase and sale agreement and a move out schedule

The City of Kent Council reviewed and approved the purchase and sale agreement at its July 5, 2011 meeting.  Minutes of that meeting indicate that the city council staff estimated that the sale would be approved at the end of August.

ANALYSIS:
This analysis will focus on the two main agencies affected by the consolidation – District Court and KCSO CID.  However, it should be noted that other criminal justice tenants located at the MRJC will be affected.  Those tenants include the Superior Court, the Department of Adult and Juvenile Detention, the Prosecuting Attorney, and the Office of the Public Defender.  FMD has worked collaboratively with these agencies to ensure that their operations will remain intact.  Attachment 6, a District Court Consolidation report, takes into consideration the space needs for justice system operations at the MRJC and specifically recommends that a longer term look be taken at KCSO needs and possible Superior Court capacity.  

The Court Consolidation
Currently, the District Court uses two areas in the MRJC – a courtroom located in the basement – and a courtroom "borrowed" from the Superior Court through an interlocal agreement that is located on the 4th floor.  The court also currently leases three courtrooms in the Renton District Court.  This allows the District Court five courtrooms to service the south end of the county.  

The proposed consolidation and expansion of District Court operations will create four courtrooms and a multi-purpose room into the space vacated by CID at the MRJC.  The court will continue to use the two spaces that are currently allocated to the court in the MRJC.  The remodel of the MRJC will increase the number of District Court courtrooms at the MRJC to six courtrooms plus a multi-purpose room – often referred to as seven courtrooms.  (The proposed remodel also includes all support staff required for court operations.)

The remodel of the MRJC would effectively provide the District Court with two additional courtrooms at the facility upon completion of the project in 2013.  With court use of seven courtrooms in the MRJC and four courtrooms in Burien, District Court will finally have courtroom space for all eleven judges elected out of the south electoral divisions.

Tenant improvements and move costs are estimated to total $7.2 million for District Court and $900,000 for CID, assuming a CID move into the Chinook building is determined to be viable.  

The CID Move
The consolidation report analyzes four "frontrunner" options for the relocation of CID:  the Chinook Building, a combined Courthouse/Chinook, the Blackriver Building in Renton, and an undesignated eastside location.  The location analysis considers accessibility, adjacency, access within the facility, and parking.  The four options were also analyzed by doing a twenty year cash flow and economic analysis.  

The preferred location is the Chinook Building, which is adjacent to other criminal justice functions and has access to major transportation corridors.  The Chinook Building has underutilized space – as identified in the 2011 County Space Survey that was a part of the work used to develop the new asset management plan.  However, some unanticipated security and operational issues have been identified and FMD continues to work with KCSO to resolve them.  As a result, a final recommendation for a new location for CID has not been finalized.  

The report states that early cost estimates for tenant improvement and move costs for CID relocation to Chinook are approximately $900,000.  $405,000 of that amount will be directed for the 2011 design and final cost estimates required to place CID in another location.  However, it should be noted that relocation estimates vary with the alternatives considered and that the relocation in the Chinook Building would be the most cost effective, with the other alternatives incurring greater costs.  (The move into the Courthouse would have the greatest remodel costs, followed by and eastside lease and the Black River Building.)

Conveyance of the Property
The District Court does not currently occupy the Aukeen Courthouse.  The county decided to vacate the building in 2009 to ensure that District Court service delivery would not be interrupted in the event that Howard Hanson dam structural faults resulted in flooding in the Green River Valley.  The District Court currently leases a space at the Renton District Court.  It is anticipated that the court will remain at this location until the MRJC improvements are completed in 2013 and the new space is ready for occupancy.  (It is possible that the 2012 proposed budget could include construction costs, as well as funding to pay for the lease and related operations and maintenance costs during the construction period.  However, this funding could be transmitted as a stand-alone request by the Executive.)

Because the court does not occupy space in the Aukeen facility, court operations will not be interrupted by the proposed sale of the property and the city would not require a delay in the sale to wait for relocation of the District Court.  The city hopes to complete the sale on a timeline occurring prior to the Council's budget deliberations beginning at the end of September[footnoteRef:1].   [1:  It is anticipated that the Executive will transmit the 2012 proposed budget on Monday, September 26.  ] 


Purchase of the Property
The purchase price of the property is $5.6 million.  The purchase and sale agreement will transfer the property in "as is" condition; consequently, there is an understanding that any "warranties" that are found at a later date, such as hazardous materials, structural conditions, or environmental hazards will not be a liability for the county.  The agreement terms allow the city to purchase some furniture and to retain ecology blocks for the area that guard against flooding.  

Timelines
According to the consolidation report, FMD estimates that District Court could occupy the MRJC and be operational within 18 to 20 months – resulting in a projected move in date of March 2013.  

Implementation of the project can begin upon approval of the proposal by the Council.  The first step would be the consolidation of space in the Chinook Building and the possible move of CID to this preferred option.  The report envisions that the design, bid, and permitting would be completed by September 2011, with tenant improvements completed and a CID move in January 2012.  The CID move date may vary, depending on the ultimate location option chosen and the number of tenant improvements that are necessary.  However, FMD has confirmed that even if the CID move is delayed through June of 2012, the court should still be able to occupy the building on schedule in 2013.  

Next steps would include the remodel of the MRJC for District Court relocation.  Of note, other MRJC functions such as the Prosecuting Attorney's Office and the Department of Judicial Administration spaces may be moved in support of the District Court.  The work will also move forward to consider maximizing Superior Court capacity at the MRJC.

Funding Assumptions (not included in the supplemental request)
The fiscal note for the proposed changes at the MRJC shows the full impact of the relocation.  Identified effects include the following:

1. Debt Service – The proceeds from the sale of the property will not be sufficient to cover all anticipated costs.  The Executive proposes to bond fund this gap funding.  Annual debt service of $222,656 is calculated at 4% for 20 years on $3,025,969, with payments beginning in 2013.  Payments are anticipated to be supported from the General Fund.  
2. Oversight of the Sale – $5,000 will be required to cover the cost of the purchase and sale oversight/processing by Real Estate Services.  This small revenue will accrue in the FMD internal service fund.  No expenditure authority is requested by FMD.  
3. O&M (operations and maintenance) Cost Changes – The county will lose approximately $80,000 per year in O&M charges from the city.  $55,000 per year in direct costs from the court will be lost to the FMD internal service fund.  The CID O&M charges at the MRJC will be reduced when the move is accomplished, as will the O&M charges for the court at Aukeen.  However, District Court O&M charges will increase when they move into the remodeled MRJC.  
The fiscal note shows 2013 court charges for O&M increasing by approximately $300,000 per year due to more space usage at the facility.  This difference results in a bottom line impact of about $100,000 to the General Fund – or the difference between the higher charges to District Court vs. charges for CID.  
Future CID O&M charges have not yet been determined because exact relocation has not yet been determined.  O&M at the MRJC will be reduced by approximately $335,000.  If CID is located in the preferred option in the Chinook Building, the O&M charges are estimated at $121,429.
4. Parking Fees – The CID currently uses 47 parking spaces at the MRJC.  The move to the downtown area would result in the spaces and charges being reallocated among other MRJC tenants – effectively increasing the costs for other tenants in the MRJC by approximately $280,000 per year, but with no bottom line impact to the General Fund.  If CID moves to the downtown area, it is anticipated that 40 stalls would be required and would be charged to KCSO at the published rate in the Goat Hill parking lot, which is $260 per non-reserved parking space.  The cash flow analysis estimates that KCSO would spend approximately $125,000 per year – a savings of $155,000 per year for KCSO.  
5. District Court Lease –As noted earlier, the District Court currently leases space at the Renton District Court.  The fiscal note indicates that the court will spend $148,000 in 2012 for the lease, until they are able to move into the remodeled space at the MRJC.  These costs will be partially offset by O&M savings not spent at Aukeen in 2012 of $55,000 per year.
6. Security Screening – District Court will require additional provisions for security screening at the MRJC.  The consolidation report cites five options – all of which would add to the costs of the base project.  Estimates range from $325,000 to $868,000, with three options requiring $76,500 in on-going costs for a fully-loaded new security screener.  Because the final configuration of security has not been determined, the fiscal note does not specifically address the increased costs for security changes.  Further, there may be some security concerns associated with the CID move.  Any costs associated with these needs have not been identified.  



Supplemental Request
The proposed total two year cost for the tenant improvements, moves, and planning is $8,287,969.  $1.4 million is requested in 2011, with an additional $6.9 million anticipated in 2012.  Funding for three capital projects is requested in this supplemental appropriation: 

Table 1.  2011 Supplemental and Projected Requests
	Project
	Description
	2011
	2012

	395148
	Programming and design of tenant improvements and move costs associated with the relocation of District Court from Aukeen to the MRJC
	$869,395
	$6,370,574

	395149
	Programming and design of tenant improvements and move costs associated with the relocation of the KCSO CID from the MRJC to another location*
	$405,000
	$493,000

	395157
	KCSO Long Range Facilities Plan and a separate evaluation to maximize MRJC courtroom capacity
	$150,000
	

	
	Total Request
	$1,424,395
	$6,863,574


*Although the Chinook Building has been identified as the most likely new location for CID, the Facilities Management Division (FMD) continues to work with the KCSO to ensure that all operational and security issues relating to CID moving into the building can be resolved before making a final recommendation.

The requested appropriations for these capital projects does not include contingency budget for the design phase.  However, contingency funds are assumed in the 2012 estimates for tenant improvements – $130,391 for the remodel in the Chinook Building and $568,154 for the MRJC remodel.

The appropriation request would transfer $224,610 from the General Fund:  $150,000 to the Building Repair and Replacement Fund for the KCSO long range planning and $74,610 to the Long Term Lease Fund for six month's rent at the Renton District Court.  

This initial $1.4 million supplemental funding will be used for planning and design and to initiate initial moves. 

AMENDMENT:
The transmitted purchase and sale agreement did not include all the necessary exhibits to the agreement.  Further, the City of Kent has requested non-substantive changes to the agreement.  An amendment to Proposed Ordinance 2011-0338 will incorporate these changes by deleting the transmitted purchase and sale agreement and insert a new finalized agreement.  Attorneys from both the City of Kent and the Prosecuting Attorney's Office have reviewed the final agreement.  

REASONABLENESS:
The proposed sale of the Aukeen Courthouse will be mutually beneficial to both King County and the City of Kent.  The county will have the ability to fulfill long term policy goals for court consolidation and the sale will provide the county much of the funding needed to achieve District Court consolidation at the MRJC.  The proposal, as amended, would appear to be a reasonable business and policy decision.  
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