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Property Owner:	LBA Realty Advisors
Address:		7272 W. Marginal Way S, Seattle, WA
Cost Per Sq. Ft.:	$1.01 per square foot per month
Operational Costs:	$.19 per square foot per month
Term:			Ten years and two months with two five year options
Square Footage:	85,145 square feet including office space for warehouse staff plus 15 exclusive parking spaces and additional shared parking spaces.
Council District:	Eight
Funding Source:	General Fund backed by warehouse sales proceeds paid by Seattle Housing Authority and FMD Internal Service Fund
Legal Template:	Landlord’s template
Previous Location: 	1215 E Fir St, Seattle and 416 Occidental Avenue S, Seattle (Graybar Building) 
Time Sensitive:	Current offer expires at the end of November. Landlord has the option to terminate this offer at the end of November; there is competing offer from another company. 

Lease Synopsis:
This legislation is a lease for a replacement location for the Records Center currently located at 1215 East Fir Street, in Seattle. This legislation is one of three ordinances related to the Records Center: the second is an appropriation ordinance for the tenant improvements required for this lease and improvements at the existing archives facility; and the third ordinance is related to the sale of the Records Center Building which was transmitted to Council September 6, 2017 (2017-0377). The warehouse is a secured, well-lit location with ample parking. 

Context

Rationale for transaction:	The current Records Center Facility is under contract to be sold to the Seattle Housing Authority for low income housing. The sale is scheduled to close in October 2018, 15 months after the buyer waived its due diligence contingency. The Facilities Management Division (FMD) also identified an opportunity to consolidate additional County warehouse space currently located at the Graybar Building and Maleng Regional Justice Center (MRJC) used by the FMD inventory work group to store inventories and critical spares. The site allows opportunity for future warehouse storage needs. The replacement property identified is located in the South Park area six miles from downtown with good access to Highway 99, State Route 509, 1st Avenue South and Interstate-5 as well as Metro bus route 131.

Policy considerations:	 	The requirement to acquire new warehouse space within fifteen (15) months did not provide adequate time for the construction of a new building. As a result FMD conducted a market search for warehouse buildings for sale, but no suitable properties were identified. FMD’s next action was to conduct a market search for warehouse space for lease. Multiple options were identified resulting in the selection of the Northwest Center. This property most closely meets the County’s requirements and is the most cost effective solution in the desired area. 	

Political considerations:	The purchase and sale agreement to sell the current Records Center warehouse was approved by the Seattle Housing Authority (SHA) Board and signed by the SHA Executive Director on July 17, 2017. This legislation, which finds a suitable new location for the Records Center warehouse to relocate to, is necessary to close on the sale of the property. 

Community considerations or partnerships:		N/A

Fiscal considerations:		The sale of the Records Warehouse property allows the Seattle Housing Authority to construct additional low income housing while providing sale proceeds to the County to relocate the Records material to a new location and address Archives facility capacity needs for the long term. The net $6.9 million from the Seattle Housing Authority is proposed to be allocated as follows:  a.) $2.2 million to relocate the Records inventory to more efficient storage infrastructure, b.) $1.6 million to increase Archives storage capacity and to improve customer service areas in the existing Archives facility, and c.) $3.1 million allocated to cover the net rent increase for the new Records and Archive spaces after the 2018 move.. The proposed warehouse lease includes the negotiated fiscal benefit from the landlord to provide a $300,000 tenant improvement allowance and two months of free rent. 

The proposed warehouse lease also has the fiscal benefit of allowing for consolidation of other County warehouse leases scheduled to expire in the next couple of years. For example, the Graybar Building lease will expire in mid-2019 and the anticipated lease cost increases at that facility would make it cost prohibitive for the County to extend the lease. The proposed warehouse has the capacity to relocate the Graybar tenants and the capacity to consolidate other County agency warehouse leases.  

Other considerations:		The preferred close-in leased warehouse lies in the Duwamish River valley. Flood risk is mitigated by the Howard Hanson Dam. The building is above the FEMA 500 year flood boundary (zone) and the east parking lot is within the 500 year flood zone. The FEMA 100 year flood zone is contained within the river bank.

CIP/operational impacts:	There are two separate capital projects (CIP) associated with the Records Building Sale: 1) Tenant improvements at the South Park warehouse; and 2) Capital Improvements for the Archives Building.
1. Tenant improvement project includes moving costs, office partitions, finishes and electrical work, security electronics, warehouse wiring and connection to I-NET. 
The leasing of warehouse space allows consolidation of Records into a single space, within a high-bay facility. If this CIP is adopted, high-bay storage racking will be installed that will provide an additional 25% future storage capacity.
Additional staffing costs will be created by relocating to south Seattle site, which were included in financial modeling.
2. Capital Improvements 
Based on current and forecast data in RALS line of business document, the existing Archive facility (West Building A) has no growth capacity. This condition is exacerbated by housing 3,400 square feet of Records overflow, and 50% of the building does not have archival standard environmental control (HVAC). 
This proposal will correct deficiencies and provide archival capacity to the year 2027 with the following steps:
· Relocation of Records will restore space available for Archives.
· Upgrade the heater system with HVAC environmental control.
· Move ‘dark storage’ archive materials out of existing building to the leased facility. 

King County Strategic Plan impact:	Leasing of this property furthers the King County Strategic Plan guiding principle of Financial Sustainability and goal of providing efficient County government.

Equity and Social Justice impact:	In accordance with Real Property Asset Management Plan (RAMP) Strategy 2.0 and 24.0, FMD and Records and Licensing Services reviewed this legislation for Equity and Social Justice (ESJ) impacts. Sale of the current Records warehouse location to the Seattle Housing Authority, which will provide affordable housing on the current Records Center site and create a positive ESJ impact to the Yesler Terrace neighborhood, created the need to find a new location for the Records Center. This location is in the South Park neighborhood of the City of Seattle and has convenient freeway access and bus service. Co-locating the Records Center with other agencies in need of warehouse space is consistent with current neighborhood use and is not expected to negatively impact the South Park neighborhood.

Energy Efficiency impact: 	
Records Relocation
The leased facility has been updated with occupancy sensor lighting to operate lighting only when a space/aisle is occupied.

Archive Improvements
The Archive CAP includes insulation of the south building and lighting replacement with LED fixtures and occupancy sensors.  

Lease Alternatives Analysis	FMD conducted a comprehensive market search for available properties in Seattle, close-in submarkets and suburban submarkets as far south as the Kent Valley. Industrial real estate is in high demand in the Puget Sound region with vacancy rates as low as 1.9% in Seattle and close-in submarkets and 3.9% in the Kent Valley. Our market search identified multiple options in the Kent Valley, but all of these properties were ruled out because of the risk of flooding and additional cost due to operational inefficiencies. The distance from the Kent Valley to Downtown Seattle is more than 20 miles.
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