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Metropolitan King County Council


STAFF REPORT

	Proposed No.:
	2020-0063
	Name:
	Mary Bourguignon




SUBJECT

Proposed Ordinance 2020-0063 would authorize a lease agreement for privately owned land and facilities, called the Prologis lease, to provide a Runway Protection Zone for King County International Airport, as well as to locate safety and training functions for the Metro Transit Department.

SUMMARY

Proposed Ordinance 2020-0063 would authorize the Executive to enter into a 12-year lease agreement, with three five-year options to extend and an option to purchase, for the Prologis property, which is located adjacent to King County International Airport. The leased property would be used by two departments, the Department of Executive Services (DES) and Metro Transit Department (Metro), to meet two different needs: 

· DES: To provide a Runway Protection Zone for King County International Airport, which is part of DES; and 

· Metro: To relocate Metro’s safety and training staff, classroom space, an off-street bus maneuvering course, and Metro’s historic vehicle fleet to provide space at Metro’s South Campus to allow for the development of the South Annex Base, as called for in Metro’s Operational Capacity Growth Report.[footnoteRef:1] [1:  https://kingcounty.gov/~/media/depts/transportation/metro/accountability/pdf/2019/metro-facilities-master-plan-operational-capacity-report.pdf] 


As Attachment 4 shows, the Prologis site is located between King County International Airport and Metro’s South Campus, where the Metro functions to be moved to the Prologis site are currently located and where the South Annex Base will be developed.

[bookmark: _GoBack]The fiscal impact of the proposed Prologis lease for the 2019-2020 biennium, including rent, operating costs, tenant improvement, and transaction costs, is estimated to be approximately $4.6 million. The Council provided budget appropriation authority through a capital project in the 2019-2020 biennial budget that covered relocation and displacement of functions from Metro’s South Campus.[footnoteRef:2] [2:  Ordinance 18835 CIP Fund 3641 Project 1134220] 




BACKGROUND 

KCIA Runway Protection Zone. King County International Airport (KCIA) is owned by King County and managed by the Department of Executive Services (DES). It is one of the busiest general aviation airports in the country, averaging 200,000 takeoffs and landings each year. 

The Federal Aviation Administration, which is responsible for airport design, construction, operations, and safety,[footnoteRef:3] designates areas known as Runway Protection Zones (RPZs) at all runways. These are areas at each end of a runway in which an aircraft might land short of the runway or roll or slide off the end of the runway. The FAA advises that airports should attempt to remove or mitigate incompatible land uses within the RPZ.[footnoteRef:4] [3:  https://www.faa.gov/about/office_org/headquarters_offices/arp/]  [4:  Federal Aviation Administration, Interim Guidance on Land Uses Within a Runway Protection Zone, September 27, 2012.] 


KCIA is in the process of updating its Master Plan. A Capacity Analysis and Facility Requirements draft,[footnoteRef:5] which KCIA prepared to inform the development of the Master Plan, notes that KCIA has RPZ areas at the south end of the airport that extend beyond the airport boundary and are not fully controlled by King County. This includes area along South Norfolk Street, which is where the Prologis site proposed for this lease is located.[footnoteRef:6] The draft Capacity Analysis report goes on to note that since the FAA prefers the control of RPZ areas to come from property ownership, KCIA will consider options to achieve full control of all RPZs in the future. [5:  https://kingcounty.gov/services/airport/planning.aspx]  [6:  King County International Airport/Boeing Field Master Plan Update, Working Paper Two, Chapter C, Capacity & Facility Requirements, September 2016, Page C.35.] 


Leasing the Prologis site, and potentially exercising the option to purchase, has been identified by DES as a way to gain control of this RPZ to “avoid aviation-related obstructions and incompatible land uses on this property.”[footnoteRef:7] [7:  Proposed Ordinance 2020-0063, Lease Property Summary] 


Metro Base Expansion Plans. King County’s Metro Transit Department (Metro) currently has seven transit bases on four campuses spread throughout King County. According to an Operational Capacity Growth Report prepared for Metro in 2019,[footnoteRef:8] all seven bases are currently operating beyond optimal capacity, which, the report notes, “means higher costs, deteriorating service quality, and increased safety risks.”[footnoteRef:9]  [8:  https://kingcounty.gov/~/media/depts/transportation/metro/accountability/pdf/2019/metro-facilities-master-plan-operational-capacity-report.pdf]  [9:  King County Metro, Facilities Master Planning Program: Operational Capacity Growth Report, Final, March 2019, Page 2.] 


To address the need for increased base capacity, provide for a larger vehicle fleet to serve the network outlined in Metro’s long-range plan, METRO CONNECTS,[footnoteRef:10] and accommodate the planned electrification of the fleet,[footnoteRef:11] Metro has proposed both to make a number of improvements to its existing bases and to create two new bases: a South King County base for 250 buses, proposed to open by 2030 on property to be acquired by Metro; and a South Annex Base, proposed to open by 2025 on Metro’s existing South Campus, to provide space for an all-electric fleet of up to 250 buses. [10:  Ordinance 18449]  [11:  Ordinance 19052] 


Developing the new South Annex Base requires that Metro relocate several functions currently located on the South Campus so that the space currently used for those functions can be repurposed for the new base. Metro has proposed two long-term leases to accommodate functions that must be relocated from South Campus:

· Eagle lease. Maintenance functions and yard space, three bus service bays, and the Fleet Engineering and Warranty groups, have been moved to the adjacent Eagle property, through a short-term lease in 2018 and a longer-term, 10-year lease proposed in 2020.[footnoteRef:12] [12:  Proposed Ordinance 2019-0445] 


· Proposed Prologis lease. If Proposed Ordinance 2020-0063 is approved, safety and training staff, classroom space, an off-street bus maneuvering course, and Metro’s historic vehicle fleet would move to the Prologis site, approximately 1.5 miles north of the South Campus.

ANALYSIS

Proposed Ordinance 2020-0063 was transmitted to Council pursuant to King County Code 4A.100.070, which requires Council approval of leases with terms lasting longer than five years. The proposed lease includes a 12-year term with three options to extend for an additional five-year term, and an option to purchase the property.

The property summary transmitted with the lease indicates that the opportunity to meet two departments’ needs with the Prologis property, specifically the fact that the property is both located within a KCIA RPZ and is also within 1.5 miles of Metro’s South Campus, made it an appropriate rental opportunity. Please see Attachment 4 for a site map, showing KCIA and Metro’s South Campus in relation to the Prologis site.

The two departments have different needs and time frames for the property. They have developed an interdepartmental agreement to manage the costs and uses of the property. Specifically:

· Metro anticipates using the property only for 10 years, until the new South King County based is completed in 2030. If Metro moves its functions after 10 years, it would not be responsible for years 11 and 12 of the lease. For the years it does occupy the property, Metro would be responsible for 89 percent of both the base rent and ongoing triple net costs.[footnoteRef:13] In addition, because Metro needs building space for its staff and classroom, it proposes to reimburse the landlord for procuring and installing a 12,000 square foot modular structure. [13:  The transmitted agreement is a NNN (‘triple net’) lease, meaning that the tenant pays for its share of property taxes, insurance and common area maintenance in addition to the base rent.] 


· DES anticipates using the property for the full 12-year term and proposes to cover the full costs of the lease during years 11 and 12 if necessary. During Metro’s occupancy, DES would be responsible for 11 percent of base rent and ongoing triple net costs.

Table 1 provides a summary of the lease terms.

Table 1. Summary of Prologis Lease Terms

	Category
	Terms

	Square Footage
	· 373,744 square feet of improved land (landlord will demolish existing buildings) 
· 12,000 square feet of modular building to be installed by landlord

	Base Rent
	$175,659/month with three percent annual increases

	Operating Costs (Additional Rent)
	$25,031/month, depends on actual operating costs

	Term
	· Twelve years for the initial term 
· Three options to extend for an additional five-year term 
· Option to purchase property

	Lease Signing Deadline
	February 28, 2020[footnoteRef:14] [14:  Amendment 1 would address the fact that the lease signing deadline has already passed.] 


	Commencement Date
	August 1, 2020



Table 2 below estimates the financial impacts, including rent, operating costs, tenant improvement, and transaction costs, of the proposed Prologis lease for the 2019-2020 biennium and future biennia. Note that 2019-2020 biennial costs would be subject to the lease commencement date. Appropriation authority for the 2019-2020 biennium was provided through a capital project in the 2019-2020 biennial budget that covered relocation and displacement of functions from Metro’s South Campus.[footnoteRef:15] [15:  Ordinance 18835 CIP Fund 3641 Project 1134220] 


Table 2. Fiscal Impacts of Proposed Ordinance 2020-0063

	Department
	2019-2020
	2021-2022
	2023-2024
	Out Years

	Metro
	$4,574,588
	$4,388,249
	$4,655,494
	$14,542,183

	DES
	$113,867
	$561,695
	$595,902
	$8,431,580

	TOTAL
	$4,588,455
	$4,949,944
	$5,251,396
	$22,973,763



The proposed lease agreement has had Council legal review. The lease must be updated because the lease signing date has passed.



AMENDMENT

Amendment 1 is a technical amendment that would add a lease addendum to change the deadline by which King County must sign the lease from February 28, 2020 to April 15, 2020 (§37(o)) and to change the commencement date for the lease from August 1 to September 1 (lease cover sheet). It would also add a legal description of the rental property to Exhibit D, which had been omitted from the transmitted version. 

ATTACHMENTS

1. Transmittal Letter
2. Fiscal Note
3. Transmitted Lease Property Summary
4. Site Map
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