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BOE Board Member leases
Background:

Traditionally the Board of Equalization Board Members has had two offices. One, the primary office located within their district, and two, the secondary office provided at the headquarters building in Sacramento. Due to the renovation work at headquarters, Board Members decided to seek temporary office space outside the state owned headquarters building located at 450 N Street.
· Betty T. Yee – First District relocated to 400 Capitol Mall - still there.
· Bill Leonard – Second District had his public office at 400 Capitol Mall, Sacramento.
· Michelle Steel – Third District did not seek temporary office outside headquarters.

· Judy Chu – Fourth District also relocated to 400 Capitol Mall

4th District

Judy Chu was elected to serve as the 32nd District Congresswoman. Jerome Horton took the position as the Fourth District Board Member, and was elected in December to continue his service.

The cost for the Class A office space at 400 Capitol Mall was at $4.05 per square foot. The lease began on November 15, 2007 and was vacated on July 6, 2010.
On July 1, 2010, Board Member Jerome Horton relocated to 3,115 net usable square feet (nusf), the space plan and design for this suite was approved by Mr. Horton personally, to house the member on the 9th floor at 621 Capitol Mall.  This leased space also includes BOE staff on 5 other floors in the building. The per square foot cost of this Class A office space is $2.91 per nusf. Board Member Jerome Horton was dissatisfied with the space on the 9th floor and requested new space to be built out on the 25th floor.
The terms that have been negotiated for the new space on the 25th floor are as follows:

NUSF: 3,607
Rate / Monthly: $3.83 / $13,827.00 (includes 1 reserved parking space in rent)

Commencement Date:  August 1, 2011

Early Termination Date:  December 31, 2014 with a 60 day notice 

Ending Date:  July 31, 2019 (Total Term 8 yrs)

Lessor TI Allowance:  $85.00
Lump Sum Payment:  $201,159.00 / $55.77 per net usable square feet (nusf)
Total TI expense:  $507,754 / $140.77
Judy Chu, the prior Board Member, had her primary office located at 1100 Corporate Center Drive in Monterey Park. The monthly rent there is $14,802.43 or $3.48 per nusf, consisting of 4,257 nusf.  This lease does not expire until April 30, 2015, this extended time period would allow the new member space until the end of term on December 30, 2014. Board Member Jerome Horton has requested new space at the Howard Hughes Building at 6100 Center Drive in West Los Angeles. The Member is requesting approximately 5,000 nusf and the estimated monthly rent will be $18,000 ($3.60 per nusf).
Alternative and Analysis 4th District:

This decision will result in a net increase in cost per the following:

Primary Office annual costs increase will be 
$38,000 (estimated)
Secondary Office annual cost increase will be
$57,000
2nd District

Bill Leonard, the prior Board Member, has termed out. Senator George Runner was elected in December as Second District Board Member. He has chosen to relocate from 400 Capitol Mall to 500 Capitol Mall. The lease at 400 Capitol Mall has ended, a renewal rate is estimated at approximately $4.00 per square foot. Board Member George Runner has additionally requested space in Lancaster. 

The negotiated terms for 500 Capitol Mall are as following:

NUSF:  4,578

Rate / monthly: $3.47 / $15,863.18

Commencement Date:  May 1, 2011

Early Terminate Date:  December 31, 2014 with a 60 day notice

Ending Date: April 30, 2019

Lessor TI Allowance: $45 per nusf

Lump Sum Payment:  $198,628.48 / $43.38

Total TI:  $404,638.48

The negotiated terms for the office in Lancaster are as following:
NUSF: 1,986

Rate / monthly:  $2.75 / $5,461.50

Commencement Date:  June 1, 2011

Early Termination Date:  May 31, 2015

Ending Date:  May 31, 2019

Lump Sum Payment:  $137,427 / $69.20 per nusf

Considerations

The Department of General Services (DGS) operates under Government Code Section 14669 to provide various real estate services to State agencies necessary for them to operate their programs. The DGS is frequently subject to public and media scrutiny, especially during times of budget crisis. Typically, due to the DGS oversight, procedures, and protocols, these inquires can be fielded with minimal, if any, negative public perception.  
Specifically, in this case, there is an appearance of over-spending during a time-frame when the State is requesting taxpayer assistance to help balance the State’s budget.  The build-out in each of these spaces is atypical from the standard build out in that they require high end finishes i.e.: quartz countertops, custom glazing, above standard flooring, millwork, and furnishings. The space program submitted and approved by BOE in both instances exceeded the State’s SAM standards for space requirements.  The 2nd District member has also requested a modification of the elevator corridor to create a more grandiose entrance.

The DGS, through advertisements and site tours typically provides the most cost effective space in which to provide the agency services.  The DGS leased space for BOE at 400 Capitol Mall due to stated adjacency requirements which resulted in higher than market lease costs.  The DGS had not previously had a presence in this facility due to the higher than market rents. The cost for providing Class A leased office space in Sacramento typically ranges from $2.25 to $3.00. 
Action Required

DGS strongly encourages BOE to continue to utilize the space previously built out at 621 Capital Mall to satisfy the program requirements. When necessary to built out new office space as is the case with 2nd District in Sacramento and other primary locations of board members through out the state that BOE adhere to State Administrative Manual specifications and building standard finishes.
