The Honorable Julia Patterson

May 22, 2008

Page 5

May 28, 2008
The Honorable Julia Patterson
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Patterson:

In an August 20, 2007 transmittal to the King County Council, I recommended a preferred option for the relocation of the King County Data Center.  That transmittal included a letter of intent to enter into a long term lease at the Sabey Corporation site in south Seattle and an ordinance proposing budget authority for tenant improvement and move costs.  It is my understanding that the council elected to postpone action on this proposal until the letter of intent could be replaced with a negotiated lease and the budget proposal based on preliminary design documents could be refined and re-estimated according to more detailed design documents.  I am pleased to transmit for your consideration a proposed lease to replace the letter of intent and changes to the August 2007 proposed budget appropriation.
I look forward to working with you on a final resolution to this important facility issue.  King County currently houses its Data Center in space leased from the City of Seattle in the Seattle Municipal Tower (SMT).  As of April 1, 2007, the county was moved to a month-to-month holdover status, paying increased rent at 150 percent of the original lease rate.  The City has outside leases in privately owned buildings that are scheduled to terminate in the near future and those City functions will be moved into the space currently leased by King County.  The longer King County occupies this space, the greater the operational and cost impacts to the City.  In addition to the 150 percent rental rate, any extraordinary cost to the City due to the data center remaining after March 31, 2008 results in penalties to the county to pay for added costs the City incurs.  

Due to the operational and cost impacts, the City continues to insist that the King County Data Center move at the earliest possible date.  Additionally, the SMT space is not ideally suited for a data center, posing potential business continuity risks to King County.  As the City increases its operations in the building, less power is available to King County’s data center.  It is, therefore, imperative that the county acquire other space, such as that proposed in this legislation, to serve as the King County Data Center.

Facility Design, Lease Negotiations and Budget Review Since August 2007 Transmittal
Since the date of the first transmittal, King County has continued with design of the facility, with the goal of having an approved design which could then be accurately priced.  King County staff and consultants worked with the Sabey design team and reached 60% plan sets in early November.  This design work included, among other innovative elements, a progressive cooling design to improve energy efficiency.    

Throughout the design process, work on the lease terms continued.  With a collaborative process staff from the, King County Office of Information Resource Management (OIRM), Facilities Management Division (FMD), Prosecutor’s Office and the County Council commented on the lease and were successful in including many terms making the lease more favorable to King County.  The critical part of the lease continues to be the Work Letter, which defines what is to be built by the landlord.  The Work Letter has been adapted to fit the concept of a not to exceed price for tenant improvements while design continues.  The landlord has agreed to provide King County with a facility guaranteed to perform to King County standards for a price of $9.5 million.  This price has risen since the first transmittal in large part due to changes in design and responsibility.  The most significant price impact was an increased price for cabling, which added approximately $1.1 million to the price.    

Several changes to concept and design have been incorporated into the lease and the Work Letter.  The largest deviation from original plan is the management of the Uninterruptible Power Supply (UPS) system.  The UPS provides backup power on a limited basis until the backup generators can be started and engaged.  It also provides a certain amount of power conditioning, flattening out spikes in voltage which can result in damaged computing equipment. 

The original plan called for the UPS system to be managed by King County and built in a separate room.  A change in design which puts the UPS in a larger shared UPS room was made, which has three significant effects:
1) relieves the county of management responsibilities;

2) reduces the amount of capital necessary as the equipment will be procured and 
    managed by Sabey; and
3) shifts the operational risk to the landlord rather than the tenants.    
Conversely, the charges for operation and maintenance rise.  These costs will be partially offset by savings of OIRM staff and vendors engaged for the maintenance, which includes battery replacement on a 4 or 5 year schedule.    

Budget Comparison:  August 2007 and May 2008 (In Millions of Dollars)
As shown in the table below, the tenant improvement costs increased while the move costs and equipment budget decreased in a comparison of the August 2007 and current May 2008 estimates.  The resulting net change was a $0.6 million reduction.  Though the tenant improvement costs had only a slight increase, the contingency share of the total was reduced from $2.2 million to $1.0 million due to the identification of the need to add $1 million to the base tenant improvement costs for cabling costs excluded from the August 2007 estimate.  The primary cause for the $1.0 million reduction to the move cost and equipment budget is based on an updated estimate of the combined total of relocation consultant and physical move costs.  Recent estimates suggest that the combined cost of these two categories is $1.5 million rather than the $2.6 million estimated in the August 2007 data center transmittal.     

	Budget Category
	8/07
	5/08
	Change

	Tenant Improvements 
	$  9.5
	$ 9.9
	   $ 0.4

	Move Costs and Equipment
	    10.5
	    9.5
	  (1.0)

	Total (in millions)
	$20.0
	$19.4
	$(0.6)


Budget Phasing Comparison:  August 2007 and May 2008 (In Millions of Dollars)
The August 2007 transmittal proposed that the total budget be divided into two appropriation phases.  The budget selected for the first appropriation phase covered the items for which budget authority was needed in the near term.  This budget authority was necessary to enter into contracts to begin the tenant improvement project work and the move planning consultant body of work.  A second phase was proposed for those categories of cost that were not needed until the move planning was completed.  Though there is a $1.4 million phase two estimate proposed in this transmittal it is anticipated that this budget amount will be adjusted as the move planning phase and the fiber installation design phase are completed and yield more precise move cost estimates.  The Phase Two appropriation is likely to be included in the 2009 annual budget proposal.
	Budget Request Phasing
	8/07
	5/08
	Change

	Phase 1 Appropriation 
	 $17.0 
	 $18.0
	   $ 1.0

	Phase 2 Appropriation
	     3.0
	     1.4
	     (1.6)

	Total (in millions)
	 $20.0
	 $19.4
	   $(0.6)


Capital Fund Budget Assignment:  August 2007 and May 2008 (In Millions of Dollars)
As shown in the table below, the assignment of budget authority has been adjusted to move budget from the FMD Building and Repair and Replacement Fund to the OIRM Capital Improvement Fund.  This change to the August 2007 transmittal proposal is recommended to improve the linkage of budget authority with implementation and accounting responsibility.
In the current  proposal, the budget authority for planning, equipment and move costs is transferred to the OIRM fund while the remaining $9.9 million of budget related to tenant improvement and project management costs remains with FMD.  The net $0.6 million decrease is due to the net cost estimate reduction described earlier.

	Budget Fund Assignment 
	8/07
	5/08
	Change

	FMD Building Repair and Replacement Fund (3951) 
	$20.0 
	  $9.9
	 $(10.1)

	OIRM Capital Projects (3771)
	    0.0
	    9.5
	      9.5

	Total (in millions)
	$20.0
	$19.4
	 $(  0.6)


Annual Fiscal Effect Comparison: August 2007 and May 2008 (In Millions of Dollars)
The net fiscal effect has been reduced from the amount estimated in the August 2007 transmittal.  The lease and operating cost increase is primarily due to the decision to have the landlord manage the UPS equipment.  The debt service payment decrease is due primarily to the reduced estimates for relocation planning and physical move costs.  The lease cost estimate increased by $40,000 and the debt payment costs for the construction and fiber installation costs have decreased by $70,000.  The resulting net decrease benefits the General Fund and Non-General Funds equally.  This potential savings amount has been factored into the recent estimates of the projected 2009 General Fund deficit.
	Fiscal Effect Categories
	8/07
	5/08
	Change

	Lease and Operating Costs 
	  $0.710
	$0.750
	 $0.040 

	Debt Payment Costs
	    2.590
	  2.520
	  (0.070)

	Proposed Annual Payments
	  $3.300
	$3.250
	$(0.030)

	Current Annual Payments-SMT
	    0.460
	  0.460
	   0.000

	Net Fiscal Effect (in millions)
	  $2.840
	$2.810
	$(0.030)


The square footage for the King County data center at the Sabey site has not changed since the August transmittal.  However, planned office space increased while the data center infrastructure space has decreased.  It is encouraging to note that this is a net fiscal effect improvement because the per square foot charge for data center infrastructure space is about double the cost of office space rent charges.  The final amount and allocation of facility square footage is subject to change in the final space planning and design documents.   
Contingencies (OMB in coordination with OIRM and FMD) 

The proposed contingency amount including sales tax in this supplemental ordinance is approximately $1.7 million.  It is recommended that a separate contingency project be created for the budget authority proposed for OIRM.  In an oversight procedure similar to the Integrated Security Project/Jail Health Service project, OMB would review OIRM proposed contingency budget utilization.  The Sabey tenant improvement contingency usage would be monitored by FMD and OMB.   

Relocation Schedule
As mentioned above, the City of Seattle continues to insist that King County relocate our data center to accommodate their space needs in the Seattle Municipal Tower; it is also in the county’s best interest to move for business continuity and operational reasons.  According to the critical path milestone schedule, council approval of this lease and budget will allow construction completion by June of 2009, fiber installation completion by October 2009, and the physical move from the Seattle Municipal Tower can be completed by October 2009.    

The staff from FMD, OIRM, and the Sabey Corporation have worked productively in the months since the data center proposal was transmitted last year.  The outcome is a more refined construction and move budget estimate and a lease proposed for your approval.  With your support, we can relocate to a data center location with improved infrastructure and capacity to meet our long term needs.   
Please feel free to call Bob Cowan, Director, Office of Management and Budget, at 
206-296-3434, if you have any questions.
Sincerely,

Ron Sims

King County Executive
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