Lease Property Summary 
Photo of Property
[image: ]

Property Owner:	Prologis-Exchange 3301 South Norfolk, LLC
Address:	3301 S Norfolk St, Seattle WA 98118
Base Rent:		$175,659.68/month base rent with 3% annual increases. Metro Transit 				Department (Metro) is initially responsible for $5/sf/year and King 				County Department of Executive Services (DES) is initially responsible 				for $.64/sf/year
Operational Costs:	Triple Net (NNN) lease approximately $25,031/month 
Term:			Initial 12-year term with (3) additional 5-year options to extend 
Square Footage:	373,744 square feet of improved land upon which landlord will demolish existing buildings and install approximately 12,000 square feet of modular building for training, classrooms, commercial driver training area and other ancillary uses to be relocated from Metro South Annex.
Council District:	Eight, Joe McDermott
Funding Source:	Metro Transit and Department of Executive Services
Previous Location:	Metro South Annex property
Offer Expiration:	Council approval by February 14, 2020 to meet deadline for lease execution of February 28, 2020.

Operational Capacity Growth Overview
Due to the unprecedented growth of the Puget Sound region, and the consequent growth of the transit system to keep up with service demand as detailed in the Metro Connects plan,[footnoteRef:2] Metro developed an Operational Capacity Growth (OCG) strategy to provide more space for buses and bus-supportive operations in the short-term and the long-term. The program evaluates the current use of space at existing facilities to identify possible efficiencies, and also identifies appropriate properties needed for expansion. Because of timing constraints, Metro realized that relocating some of the existing office, classroom, and training facility functions from the current South Base, South Facilities, and South Annex properties – all part of a large campus in Tukwila – could free up sufficient space for a new South Annex Base, scheduled to be operational in 2025. This new expansion will provide much-needed immediate capacity while giving Metro the time needed to plan and construct a completely new, ninth bus base somewhere in South King County. Metro is acquiring the property needed to house the relocated functions by securing interim property leases and acquiring smaller property for displaced functions, which can be accomplished much more quickly than the large-scale property acquisition required to support a transit base, while still providing value for the agency when suitable properties can be found at market price at the appropriate locations. The subject lease is one such property. [2:  Metro Connects Plan: http://www.kcmetrovision.org/] 


Lease Synopsis:
King County was able to satisfy multiple requirements with this lease: Metro's immediate need for space, and a potential Runway Protection Zone (RPZ) issue at the King County International Airport (KCIA). 

The property provides Metro sufficient office, classroom, vehicle training, bus parking, and employee parking area to relocate Metro safety and training staff, and other ancillary Metro uses from the South Annex property. The property is ideally located—roughly 1.5 miles north of South Annex—and suited for relocating the safety and training functions of Metro-owned facilities. This relocation will achieve the following immediate goals:
· Provide space for relocating the classroom and training function of Metro Transit’s South Training Center. This includes a new modular facility and the relocation of a current modular facility at South Annex. 
· Provide space for off-street bus maneuvering training. The training is a critical function for the agency as it provides commercial driver licensing (CDL) for our bus operators, serving as the second busiest CDL testing facility in the state. As this is the largest single function of the South Annex, and depends on relatively close proximity to a transit base to provide buses for training, it is one of the most challenging uses to relocate. The subject property can accommodate this function. 
· The efficient relocation of site occupants and uses from South Annex will enable redevelopment of the South Annex property into a new bus base facility, supporting the continued growth of Metro service throughout the region.
· Provide space to relocate Metro’s historic vehicle fleet to remain in compliance with KCC 28.94.090 and to accommodate the space needs of the South Annex Base development.

Additionally, King County is potentially interested in purchasing this property at the end of the lease. King County International Airport’s Runway Protection Zone (RPZ) encompasses most of the subject premises. An RPZ is a ground area at each end of a runway designated as the area in which an aircraft might land short of the runway or roll or slide off the end of the runway. The Federal Aviation Administration imposes restrictions on airport operators depending on any obstructions and the type of land uses that may exist within the RPZ. Based on significant airport business considerations, it is in King County’s interest to control the subject property in order to avoid aviation-related obstructions and incompatible land uses on this property. Exhibit E of the Lease Agreement is a Purchase Option Rider that grants King County the option to purchase the property at the end of the Lease Term.

The fact that Metro and DES each had a business interest in the property led to the creation of a partnership between the two departments to accommodate both needs. The amount of space that encompasses the RPZ is larger than the size needed for Metro’s relocated uses. Additionally, the landlord required a 12-year initial term while Metro required 10 years, DES will be responsible for years 11 and 12 of the lease if Metro vacates the property after 10 years. 

Context
Rationale for transaction: To support the additional capacity needed for functions currently located at the South Annex, which will be redeveloped into the new South Annex Base. Also, to protect the RPZ for KCIA purposes.

Policy considerations: Metro determined that relocating the safety and training functions, and other ancillary Metro uses, to an off-base site will provide the best opportunity to create a more functional use of the redesigned South Base Annex property. Rather than acquiring two new base sites to serve the needs for an ever-growing fleet that provides expanded service across King County, Metro determined that the best and most efficient means to expedite delivery of additional bus capacity is to maximize the potential of already-owned properties by developing them in a more functional way. 

Political considerations: This lease benefits King County on multiple fronts. Initially the property serves Metro’s need to relocate activities that do not need to be located on bus base property, clearing the South Annex property for the planned development and opening of South Annex Base by 2025. There are no perceived political considerations based in the Metro relocation. The other main benefit to the County is the preservation and control of off-airport property that is located within the RPZ. 

Community considerations or partnerships: Metro has held open houses in the neighborhood regarding the development of the South Annex property and larger South Campus development. There have been no specific efforts to address the community in proximity of the lease premises as it is industrial in nature and the adjacent neighbors are King County and the Boeing Company, both aware of the lease and the proposed use of the property. The Boeing Company supports protection of the KCIA RPZ in order to preserve existing and future uses of the KCIA runway.

[bookmark: _GoBack]Fiscal considerations:	 The base rent for the initial 10 years by the Metro Transit Department (MTD) is $21,422,780.55 ($5/sf/year) and by King County Department of Executive Services (DES) is $2,742,115.91 ($.64/sf/year) for a total of $24,164,896.46. Under an interdepartmental agreement between DES (the custodial agency for King County International Airport) and Metro, if Metro vacates after 10 years of the initial 12 year term, then DES is responsible for the remaining obligations of the lease. The base rent during years 11 and 12 is an additional $5,750,712.00. If Metro does not vacate at the end of year 10 then Metro will remain obligated for the lease terms during years 11 and 12 of the initial 12-year term. In addition to base rent, King County is obligated to pay triple-net costs associated with the lease. Triple net costs are anticipated to be $25,031.36 per month and will and be proportionally split between MTD 89% ($22,190.92) and DES 11% ($2,840.43), approximately, based on the base rent sharing arrangement. 

The split payment arrangement between MTD and DES is to accommodate a longer lease term and larger premises than MTD required. As part of the overall arrangement, the landlord required an initial 12-year term and DES required a larger premises to encompass the entire runway protection zone that is located on the landlord’s property. The arrangement between MTD and DES provides a clear path for King County to permanently protect the runway protection zone from incompatible land uses and structure heights. 

The modular 12,000 square foot structure will be constructed by the landlord and the MTD will reimburse the landlord for procuring and installing the modular training facility. The relocation of the existing modular facility from South Annex will be performed by the MTD. 

Other Considerations:	None

CIP/operational impacts: 	The lease significantly aids Metro operations by clearing the way for the creation of a new bus base that will support 250 new buses as part of the OCG program in support of creating an all-electric bus fleet by 2040. 

King County Strategic Plan impact:	This transaction supports the King County Strategic Plan guiding principle of Financial Sustainability and goal of delivering a seamless network of transportation options to get people where they need to go when they need to get there. This lease supports the alignment of Metro’s funding with the development of a new bus base that will further enable Metro to provide better service in south King County allowing for more equitable mobility access.

Equity and Social Justice Impact:	In accordance with Real Property Asset Management Plan (RAMP) Strategy 2.0 and 24.0, FMD and Metro reviewed this legislation for Equity and Social Justice (ESJ) impacts. Metro Transit South Base program will provide classrooms and training facilities, along with the outdoor bus training area, utilized by a portion of Metro Safety staff. This location is in the Duwamish neighborhood of Tukwila, adjacent to Georgetown and South Park. This neighborhood includes industrial use properties and the King County International Airport. The program participants are Metro employees and this location is within two miles of impacted employees current work site. No negative impacts are anticipated from this lease. In addition, the new South Annex Base and the redevelopment of the existing South Base will provide opportunities for high-tech jobs programming and maintaining electric buses and the supporting infrastructure in the South King County area. 

Energy Efficiency impact: The landlord will install an approximately 12,000 sq. ft. modular building to support office and training functions. Municipalities require a Washington State Non-Residential Energy code compliance form for permit applications to install modular buildings. The landlord will prepare plans that comply with King County’s Green Building Program KCC 18.17 and which are subject to Metro approval. Overall, the base redevelopment program is a step to realizing the goal of an all-electric energy-efficient and non-fossil fuel-driven fleet.

Lease Alternatives Analysis
Summary: The leasing market for training and office space with large off-street paving area for bus turning movements and historic metro vehicle parking is extremely limited in proximity to any of our current operating bases. Leasing a site with build-to-suit modular building will be less costly and quicker than attempting to find and acquire land and build new temporary or permanent improvements. The lease will also allow for the collocation of other Metro uses from South Annex eliminating the need for acquiring leases at multiple replacement locations. The schedule for completing the South Annex Base in 2025, does not allow for time to acquire (rather than lease) space as the South Annex property needs to be free and clear of all uses by the end of 2020 to remain on schedule. Additionally, the opportunity to negotiate a purchase option into the lease, to secure the RPZ, makes this a unique property that can accommodate both Metro’s and DES’ need for property in this exact location.
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