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Property Owner:	NJB Properties. Master-leased by King County following County 	
			development utilizing 63-20 financing.
Subtenant:		U.S. Bank National Association
Address:		908 Jefferson Street, Seattle
Rent Per Sq. Ft.:	$32.14
Operational Costs:	Pro rata share
Term:			Ten years plus two, five year extension options
Square Footage:	996 square feet
Council District:	Eight

Property Summary:
The 440,000 square foot Ninth and Jefferson Building (NJB) is part of the Harborview Medical Center (HMC) campus and is subject to the Management and Operations Contract between the Harborview Medical Center Board of Trustees and the University of Washington (UW).  The NJB was developed by King County pursuant to RCW 36.34.205 and 35.42 and K.C.C. 4.56.160.E utilizing Internal Revenue Service Ruling 63-20 financing. Under this development structure, King County issued a ground lease to a private, non-profit entity, NJB Properties, which then issued lease revenue bonds to finance construction.  NJB Properties contracted for design and construction of the building by a private developer, Wright Runstad Company. Construction specifications were provided by King County and UW representing HMC. The completed building was then leased back to King County as the sole tenant under the lease.  The building is occupied by a combination of HMC, UW and King County functions. The subject retail lease will be part of the building’s first floor retail occupancy and is intended to provide an amenity to the building and the HMC campus.  Because King County is the tenant, retail leases such as this are technically subleases.

Marketing and Selection:
Kidder Mathews was the listing broker and marketed the space to attract a retail tenant.  The space was marketed through several outlets including the Commercial Brokers Association, Office Space.com, eblasts directly to prospective target retail tenants, the space was advertised on the Kidder Mathews website, it was directly marketed to Tenants and brokers, and the space received national exposure at the annual (ICSC) International Council of Shopping Centers conference.  Proposals were received on the space and the strongest credit tenant and financial proposal was received from U.S. Bank.  In 2013, U.S. Bank was 132nd on the list of Fortune 500 companies, is S & P A+ credit and the 5th largest bank in the U.S.  Retail market rates for this area average $30.00 per square foot per year for a seven year term.  The lease with U.S. Bank is at the high end of market for both rent and term.

Lease Summary:
[bookmark: _GoBack]This retail sublease provides an initial ten-year term for 996 square feet for banking services including an automatic teller machine.  The sublease provides for two extension options of five years each, subject to six-months’ written notice and adjustment of base rent to fair market rent.  The total term commitment is twenty years. Base rent is $32.14 per square foot ($32,013.12 per year) plus leasehold excise tax. Rent is escalated 3% annually and reset to fair market rent every five-years as required by K.C.C. 4.56.180. The subtenant also pays their pro rata share of operating expense.    Following broker marketing of the lease site and negotiations with potential tenants, the subject lease was directly negotiated to maximize lease terms. 

The lease contains a tenant improvement allowance of $19,920 or $20 per square foot. Details on the tenant improvement provisions (TI’s) are contained in Exhibit D of the lease agreement. 

Context
Rationale for transaction:  The purpose of this sublease is to fully utilize the building’s first floor retail space to provide a service amenity to the building and campus occupants, the surrounding community and to maximize rental revenue. 

Policy considerations:	Maximize revenue potential from the building’s retail space utilizing high-quality service providers.

Political considerations:	Under the lease-lease back agreement, King County is the master tenant.  The City of Seattle’s Master Use Permit (MUP) requires a portion of the NJB to be set aside for retail-based public amenities The US Bank lease helps achieve the MUP leasing requirements.

Community considerations 
or partnerships:		Provide a retail service amenity to the building, campus and local community. Increases employment opportunities in the Harboriview community.

Fiscal considerations:	The subject lease provides an excellent revenue return for this relatively small retail space and enhances the value of this real estate asset. 

CIP/operational impacts:	N/A

King County Strategic Plan impact:	The attached lease furthers the King County Strategic Plan goal of exercising sound financial management and building King County’s long term fiscal strength. It also supports the strategic plan goal of encouraging a growing and diverse King County economy and vibrant, thriving and sustainable communities.

Equity and Social Justice impact:	Banking services provided by the proposed tenant serve the HMC campus and surrounding community. Residents currently travel five blocks to the nearest bank (Boren and Madison).
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