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Property Owner:	Commodore Way Owner, LLC. Scanlan Kemper Bard (SKB) is the operating partner of this partnership. Capital partner is Reinsurance Group of America (RGA).
Address:	2421 West Commodore Way, Seattle, WA 98199
Rent:			$166,107.56/month NNN ($1,993,290.70 annually)
Operational Costs:	Approximately $43,107.50/month, Triple Net (NNN) lease (tenant pays all expenses)
Term:			Initial 20-year term with two (2) additional 5-year options to extend  
[bookmark: _Hlk70275844]Square Footage:	68,972 RSF: 35,980 sq. ft. of the property is office area, 16,660 sq. ft. is secure Wastewater Treatment Division (WTD) fleet parking, and 16,332 sq. ft. is shop/storage space 
Council District:	Four 
Funding Source:	 WTD capital and operating funds
Previous Location(s):	Jameson Street property (2501 West Jameson Street) & ArcWeld property (4228 24th Ave West).
Offer Timeline:	Council approval by November 30, 2021 requested to meet construction schedule of project delivery by Spring 2023.

Lease Synopsis:
The leased facility is located within the Interbay/Fisherman’s Terminal submarket, a small semi-industrial/maritime enclave with limited property inventory for sale or for lease. The leased facility will house staff from the West Section Offsite Facilities and North Satellite Construction Management groups, within the Wastewater Treatment Division (WTD) of the Department of Natural Resources and Parks (DNRP). These groups are currently co-located in the County-owned Jameson and ArcWeld buildings also in the Interbay area. This location facilitates efficient construction and operation access to system facilities that are connected to West Point Treatment Plant. Remaining in the Interbay area in the leased building will provide beneficial proximity and could also provide an alternate work location for other West Point staff, as needed. 
Context
In 1998, DNRP determined that the Jameson and ArcWeld buildings would need replacement in the future to support the work of the employees in the above-mentioned groups. These workers build and maintain sewer infrastructure that serves a more than 100 square mile service area. The infrastructure includes equipment and facilities that move wastewater from the service area to the Treatment Plant. 

Due to the age of some facilities, Offsite Mechanics work in an industrial shop environment to repair and fabricate vital parts that may no longer be available. Instrument/electrical technicians require separate clean room space for important maintenance and repair of electrical equipment and panels.  

WTD’s Construction Management oversees contractors building pipes, pump stations, Wet Weather Facilities, and regulator stations that ensure permit compliance, protect the environment, and serve cities and sewer districts throughout the West Section.  

The West Offsite group must be located near West Point Treatment Plant for resiliency purposes. Co-location helps maintain communications and support in regional storm events and provides an alternate location for West Point employees in major incidents affecting the plant. West Point facilities are on a limited footprint and cannot accommodate additional employees or equipment from the Jameson and ArcWeld buildings.

The Jameson and ArcWeld properties have reached the end of their useful life, no longer meet accessibility requirements or code, and have significant deficiencies. The following are some examples:
· The existing facilities have inadequate space to support employees needing special accommodations, respiratory fit tests, and required training. Employees must report to other WTD locations, resulting in inefficient use of labor hours, fuel, and vehicles. 
· The existing meeting room in the Jameson building does not have ADA compliant access. Employees, consultants, and contractors are unable to attend meetings if the out of code staircases create a barrier.
· With inadequate secured parking for fleet vehicles, employees have been forced to park on the street and on nearby sites where vehicles have been vandalized. 
· Ongoing security issues at the Jameson building have hindered day to day operations at the site.
· The existing buildings do not have room to support WTD’s workforce into the future, as the West Offsite group expands to maintain additional Wet Weather Facilities needed for compliance with Combined Sewer Overflow control requirements. 

After an assessment in 2018 did not identify suitable siting or lease alternatives, DNRP began design on a replacement project utilizing the existing Jameson building’s current location. To meet Green Building and Strategic Climate Action Plan goals, the project sought certification as a Living Building Challenge project. 

Project complexity and cost increases during design, such as the need to relocate a combined City of Seattle sewer/stormwater pipe and associated easement; undergrounding a major Seattle City Light power infrastructure; and the need to provide temporary relocation lease space during building construction to ensure continuity of service were factors that compelled DNRP to revisit the commercial real estate market in 2020.   

During this re-evaluation period, the property directly across the street from the Jameson Building became available as a lease option. This three-building industrial campus featured appropriate zoning and more than adequate space to accommodate the two groups, mechanical/electrical shops, fleet vehicles, and associated workspaces. 
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The Facilities Management Division (FMD), in partnership with DNRP, immediately initiated discussions with the property developer, SKB, to negotiate a long-term lease. Detailed discussions and technical evaluation confirmed the feasibility of this property. This effort culminated in a sustainable, cost-effective replacement facility that will support these essential employees with a functional, healthy workplace and contribute to DNRP’s future resilience. Investments in the previous project design helped to expedite evaluation and will contribute significantly to the re-design. 

[image: jameson-bldg]
The Jameson building includes employee office space, a machine 
shop, and materials storage.

[image: ArcWeld building]
The ArcWeld building, a modified house, provides office space for some 
Construction Management employees.

Rationale for transaction:  	DNRP identified the deficiencies of its existing Jameson and ArcWeld facilities many years ago and has worked since 2016 to develop a real estate solution that could resolve such problems. The leased facility has been thoroughly designed and vetted to meet the dynamic operational requirements of DNRP. Offsite and Construction Management crews work in difficult environments, sometimes around the clock, and have specific requirements for protective equipment, gear cleaning, and storage. The project will include: offices, meeting rooms, break room, men’s/women’s showers and lockers, machine shop, secure fleet parking, storage, loading dock and an outdoor patio area.

Policy considerations:		N/A 

Political considerations:	The Port of Seattle has indicated support of the project as long as it retains industrial zoning. The North Seattle Industrial Association has been informed, and indicated that a briefing should be scheduled when design and costs are known. 

Community considerations or partnerships:	King County’s Community Services team has communicated about the rebuilding project with project neighbors, Port of Seattle representatives for Fishermen’s Terminal, and the North Seattle Industrial Association. These important stakeholders indicated no concerns assuming the properties remain zoned industrial and compatible use construction management and administration of DNRP’s operational portfolio.

Fiscal considerations: 		The blended base rental rate per rentable square foot annually is $28.90 for the first year, with an increase of 2.5 percent annually. This is a NNN lease, which means the Tenant pays for its share of property taxes, insurance, and common area maintenance in addition to the Base Rent. The negotiated rental rate is a fair market rate and includes a Tenant Improvement allowance of approximately $1.48 million from the landlord.  With the proposed lease, DNRP will be investing approximately $15.4 million. The landlord has agreed to separately invest approximately $11 million into upgrading the shell and core of the property.
 
The leased solution meets DNRP’s core operational requirements. Additionally, it provides crucial storage space to further support West Offsite Operations and West Point Treatment Plant. 

[bookmark: _Hlk80609054]Other Considerations: 	DNRP will explore a variety of options regarding short and long-term strategies for the Jameson and ArcWeld properties. 

King County Strategic Plan impact: This lease supports the King County Strategic Plan goal of efficient, accountable regional and local government by optimizing County operations and delivering consistent, responsive services to rate payers in the King County Wastewater Treatment service area. 

Equity and Social Justice Impact:	In accordance with Real Property Asset Management Plan (RAMP) policies, FMD and DNRP reviewed this legislation for Equity and Social Justice (ESJ) impacts. This legislation has a positive ESJ benefit. The location will be critical to WTD’s mission for providing reliable wastewater treatment for residents throughout the West Section of WTD’s service area, including historically underserved populations in South Seattle and the Duwamish Valley. This site promotes timely response to planned and emergent needs.

The Jameson project’s ESJ action plan includes outreach to support awareness and interest in industrial, family-wage jobs. The Port of Seattle encouraged this proposal; it is anticipated that the North Seattle Industrial Association will concur. WTD’s Community Services expects to implement this action in any project outcome, seeking partnerships with priority communities and community-based organizations to advance ESJ.

Project design incorporates elements to support an increasingly diverse workforce in West Offsite and North Satellite Construction Management. New facilities will provide compliant accommodations for employees with disabilities and nursing mothers who have returned to work. Training space is available to support skills and career development. 

The project’s sustainability plan includes a commitment to work with Metro on future options to improve public transportation to the Interbay industrial area, with closer bus stops and longer service hours. This can assist workers in the entire industrial area by expanding commute opportunities to affordable and efficient transportation options. 

Energy Efficiency impact: 	The new, leased facility will meet King County’s Green Building requirements and represents sustainable building practices. The existing facility is a 1970’s era industrial complex that will be renovated into an adaptive re-use project. Adaptive re-use is a redevelopment strategy that gives new life and purpose to old buildings. Adaptive re-use is considered sustainable without additional elements because of the reduction in building materials needed to transform the space. Adaptive re-use significantly reduces the energy consumption associated with demolishing a structure and building a replacement. 

Potential cost benefits from adaptive re-use include the reduction of the hurdles generally associated with new construction, including design and development costs and other environmental impacts. The adaptive re-use of existing buildings in general can be 16 percent less costly than other forms of construction. During construction of the project, the project developer will present ideas for consideration to potentially elevate the sustainability of the project. While many of the planned physical upgrades such as a new roof, insulation and windows should be sufficient to achieve LEED Silver certification, as design progresses, WTD may consider additional features and materials that could lead to higher certifications such as LEED Gold or Platinum. 

Lease Alternatives Analysis
Summary:  	WTD’s initial project plan, identified in 2018, focused on redevelopment of the Jameson and ArcWeld properties to meet WTD’s operational needs and requirements. Prior analysis of the commercial real estate market identified no compatible options at that time. By late 2020, the building replacement project was in final design phase. 

At that time, WTD consulted FMD to acquire a current assessment of the commercial real estate market in the Interbay Industrial area. Based upon WTD’s previous assessment, this area had been historically constrained with few available properties that met the needs of WTD’s Offsite crews. 

FMD identified that a private developer was in the process of acquiring the industrial complex to the North of the Jameson building. This complex included 200,000 SF of building space with some surface parking. The developer’s vision for the property is a multi-tenant industrial complex. 

The developer’s team of architects and contractors worked closely with WTD/FMD to plan the space and create a vision for revitalizing the aged structures. This team determined the facilities were feasible to meet programmatic needs and negotiations engineered a letter of intent signed on May 3, 2021.  

WTD/FMD engaged the real estate brokerage services of Kidder Mathews in negotiating a fair-market lease that is consistent with other office and industrial transactions in the marketplace.

Existing space planning and programming information is being utilized in the evaluation, negotiation, and design of the leased option, creating an efficiency for the DNRP/FMD team. Regarding alternative options, throughout the negotiation process with the developer, FMD and its real estate brokers continued searching the industrial market for alternative properties that could be superior to the developer’s project. No alternative properties were identified that met all DNRP’s operational requirements. 
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Parcel Map
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