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SUMMARY:  Proposed Ordinance 2009-0532 would authorize the King County executive to enter into a 10 year lease renewal for 33,000 square feet of space at the Graybar building located at 416 Occidental Avenue, Seattle, Washington.  This space includes 22,000 square feet of office space and 11,000 square feet of storage space that is identified in the lease documents to include 22 parking spaces inside the building.  Lease documents also identify 4 parking spaces adjacent to and north of the building.  The base rent for the first year is $23,833.00 per month for the entire space, which is the rate currently charged, along with escalators in future years.  An improvement package worth approximately $300,000 has been negotiated to address upgrades to the facility to be provided by the owner.
The County has leased the Graybar Building for the last 10 years and the following functions are currently using space in the facility:

	Department/Division     
	                           square footage

	Department of Adult and Juvenile Detention 
	4,380

	Department of Natural Resources and Parks 
	585

	Department of Transportation/Transit
	1,213

	Facilities Management Division/Building Services
	11,381

	Human Resources Division/Video
	2,571

	Print Shop
	6,857

	Records Management
	2,933

	Vacant 
	1,413

	Shared parking
	4 stalls

	Department of Adult and Juvenile Detention - reserved parking
	1 stall

	Facilities Management Division - reserved parking
	1 stall

	Print Shop - reserved parking
	1 stall


BACKGROUND:
Approximately one year prior to expiration of the most recent lease - June 30, 2009 - a space search was performed by the Facilities Management Division to determine market conditions and identify comparable, available facilities.  Although 11 potential spaces were identified none more closely satisfied the useful criteria for the County’s use than the existing Graybar facility.  Costs for the comparable facilities were also evaluated and proposed rental rates were deemed comparable by FMD.  Identification of the evaluated facilities and comparable criteria were not included in the transmittal package but have been requested by council staff.  Based on the search results, negotiations were conducted with the Graybar building owner in order to secure improvements to the building that will increase building efficiency and provide additional value to the County.
ANALYSIS
The proposed lease agreement would secure space to address several county needs over the course of the next decade at reasonable rental rates including significant facility improvements.  There is, however, a potential policy decision embedded in adoption of the proposed lease agreement.  One of the facility tenants, the County’s print shop, has been the subject of considerable attention by the Council in recent years.  

The extensive details of recent discussions are not included here but were outlined in the staff report for Ordinance 16512 (adopted May 11, 2009), which is included as an attachment to this staff report.  The most significant concern was that the print shop had accumulated a significant negative fund balance over many years.  In response to the situation the Council required several reviews of the printing and graphics operations.  FMD has since made a number of operational changes to enhance the print shop’s viability and to bring costs more in line with projected revenues including a reduction of the amount of space occupied in the Graybar building – the print shop now represents approximately 23% tenancy in the building versus an excess of 50% in prior years.  In the context of Council discussions on Ordinance 16512, Councilmembers indicated their intention to revisit the viability of the print shop in the context of the upcoming 2010 budget deliberations.
The policy decision related to the County’s print shop operations serves as a potential complication for a much more straightforward lease decision – this complication is minimized if the County is able to make use of the space occupied by the print shop in the graybar building in the event that print shop operations are discontinued.  Facilities Management Division staff have indicated that since the amount of space occupied by the print shop has been significantly reduced, it could easily be absorbed by another function or agency, particularly the FMD shop operations that are currently located in substandard Courthouse basement locations.
The County has been operating on a month-to-month extension of its previous lease agreement terms, which expired at the end of June, 2009.  
Finally, it is worth noting that this legislation was transmitted on August 31st, after the July 15th transmittal deadline recommended by the Council (letter dated June 9th) for legislation requiring approval prior to the transmittal of the Executive’s proposed 2010 budget.
LEGAL REVIEW:

Proposed Ordinance 2009-0532 and the related legal agreements have been reviewed by the Prosecuting Attorney’s Office.

REASONABLENESS:
Based on considerations noted in this report, adoption of Proposed Ordinance 2009-0532 appears to be a reasonable and prudent policy decision.

INVITED:
Beth Goldberg, Deputy Director, Office of Management and Budget 
Kathy Brown, Director, Facilities Management Division 

Steve Salver, Manager, Real Estate Services Section

ATTACHMENTS:

1. Proposed Ordinance 2009-0532 including attachments
2. Fiscal Note
3. Staff Report for Proposed Ordinance 2008-0548 dated April 7, 2009
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