
[image: image1.png]u

King County




Metropolitan King County Council

Budget and Fiscal Management Committee

	Agenda Item No.:
	4-6
	
	Date:
	March 5, 2013

	Proposed No.:
	2013-0316, 2013-0317, 2013-0318
	
	Prepared By:
	Amy Tsai
Wendy Soo Hoo


REVISED STAFF REPORT
	The proposed ordinances were amended in the Budget & Fiscal Management Committee meeting as described and highlighted on page 5 of the staff report. 


SUBJECT:  Three ordinances authorizing four lease renewals: two lease renewals for county public health clinic facilities to provide continuing public health services in Council Districts 2 and 9 and two lease renewals for community health providers to continue leasing space in county public health clinic facilities in Council Districts 4 and 7.  
SUMMARY:
The proposed lease renewals are for the continuation of health services that have been in their current locations for a long time.  The proposed leases are as follows:

PO 2013-0316 authorizes the Executive to execute two lease renewals:
1) Columbia Public Health Clinic (Lease #1185) – a five-year lease by King County as the tenant for the space occupied by the Columbia Public Health Clinic in southeast Seattle (Council District 2).  King County has occupied this space since 1981.
2) Enumclaw Satellite WIC Program (Lease #1692) – a five-year lease by King County as the tenant for the space occupied by the King County Public Health Clinic satellite WIC program in Enumclaw (Council District 9).  King County has provided WIC services in this vicinity since 1999.
PO 2013-0317 authorizes the Executive to execute a lease renewal:
3) Community Psychiatric Clinic in north Seattle (Lease #1029) – a four-year lease by the Community Psychiatric Clinic to lease space in the King County North Public Health Center building (Council District 4).  Community Psychiatric Clinic has been leasing this space since 1979.
PO 2013-0318 authorizes the Executive to execute a lease renewal:

4) HealthPoint in Federal Way (Lease #1747) – a five-year lease by HealthPoint, Ltd., to lease space in the King County Federal Way Public Health Center (Council District 7). HeatlhPoint has occupied this space since 1998.
BACKGROUND AND SUMMARY OF LEASES:

Proposed Ordinance 2013-0316

PO 2013-0316 would authorize the Executive to execute two lease renewals for King County to continue to occupy space for public health clinic services, one in Columbia City in southeast Seattle, and one in the Enumclaw School District.

	
	Columbia Public Health Clinic
	Public Health Satellite WIC Program

	Property Owner
	City of Seattle
	Enumclaw School District

	Operations
	Co-located with Neighborcare Health. The public health clinic handles an average of 170 per day and provides:

· Pediatric primary care

· Obstetrics

· Dental services

· Family planning, maternity support and infant case management services

· Women/Infant/Children program (WIC)
	Co-located with other community programs, such as Enumclaw Community Clothing Bank and a gym used by community groups. The WIC program serves 350 clients per month.

	Term of Lease
	May 1, 2012 – April 30, 2017
	January 1, 2013 – December 31, 2017

	Rent
	$8.28/square foot ($163,000/year) initial rent. Rent can be raised by the City during its annual budget process. (Further discussion later in the staff report.)
	$3/square foot ($2,724/year). No escalation in rent over the lease.

	Termination
	No termination provision. Lease states that the County’s obligations extending beyond the current calendar year are contingent on approval of the lease by the County Council or appropriation of sufficient funds to pay such obligations. (Further discussion later in the staff report.)
	Either party can terminate on 60 days’ notice. Also, lease would terminate at the end of any year that Council appropriation does not occur.

	Years in This Facility
	33 years
	8 years


Proposed Ordinance 2013-0317
PO 2013-0317 would authorize the Executive to execute a lease renewal for Community Psychiatric Clinic to continue leasing space at the King County North Public Health Center in Council District 4. The King County North Public Health Center offers adult and pediatric primary care including serving as a training site for the Children’s pediatric residency program, family planning, maternity support and infant case management services, the WIC program and the Children with Special Health Care Needs (CHSCN) program.  
	
	Community Psychiatric Clinic Lease at North Public Health Center

	Location
	North Seattle

	Operations
	CPC provides:

· Mental health services

· Chemical dependency treatment

· Housing

· Vocational assistance

· Rehabilitation services

	Term of Lease
	October 1, 2012 – December 31, 2016

	Rent
	$14.79/square foot ($183,000/year) initial rent. Rental rate is based on the operating expense for the building plus a Major Maintenance and Repair Fund charge.

	Termination
	County can terminate for convenience with 90 days’ notice.

	Years in This Facility
	35 years


Note that later this year, the Executive is expected to transmit to Council a proposal for a ground lease for a new building on the North Public Health Center site to be built by Neighborcare. Under that proposal, the Executive is expected to propose demolition of the North Public Health Center facility upon completion of the new building in 2015 prior to the proposed CPC lease expiration term of December 31, 2016. The County would have the ability to terminate the lease on 90 days’ notice.  CPC is aware of this potential lease termination. 
Proposed Ordinance 2013-0318
PO 2013-0318 would authorize the Executive to execute a lease renewal for HealthPoint, Ltd, to continue leasing space at the King County Federal Way Public Health Center in Council District 7. The King County Federal Way Public Health Center offers services in family planning, maternity support and infant case management, the WIC program, and nurse case coordination through the Children with Special Health Care Needs (CHSCN) program.  
	
	HealthPoint Lease at Federal Way Public Health Center

	Location
	Federal Way

	Operations
	HealthPoint is a FQHC accepting low-income and Medicaid-eligible patients and provides:

· Primary medical care

· Dental care

· Family planning

	Term of Lease
	January 1, 2012 – December 31, 2016

	Rent
	$24.11/square foot ($224,000/year) initial rent. Rental rate is based on the operating expense for the building plus a Major Maintenance and Repair Fund charge.

	Termination
	County can terminate for convenience with 90 days’ notice.

	Years in This Facility
	16 years


The lease also provides for a rent credit for 2012 in the amount of $23,483.38 for tenant improvements made by HealthPoint.  The improvements included carpet replacement and work on a fire panel.  The rent credit is a standard alternative way for a landlord (King County) to fund landlord tenant improvements.
ANALYSIS:

Rent Rates
The rental rates for all four leases appear reasonable. Real Estate Services has stated that the two lease renewals by King County as a tenant (for Columbia Public Health Center and the Enumclaw WIC satellite office) are both at or below fair market rent and favorable to the County.  The rental rates charged to the Public Health tenants (Community Psychiatric Clinic and HealthPoint) are based on actual operating and long-term major maintenance expenses.  
Benefits of Renewal
All four proposed renewals are for entities and services that have been in their current location for many years providing health services to low income clients.  For example, the King County Columbia Public Health Center and Community Psychiatric Clinic (CPC) at the King County North Public Health Center have been at their locations for over 30 years.  Having longevity at locations provides consistency for clients.
All four proposed renewals involve the provision of public health services that are co-located with medical, behavioral, and other community services that serve the same low income families and others in need of the services.  Clients benefit by having access to a greater range of services; this is particularly beneficial to clients with multiple needs.
Legal Review

The four proposed leases were reviewed and approved as to form by the Prosecuting Attorney’s Office (PAO). However, the Council’s legal counsel identified several issues as described below.
Proposed Ordinance 2013-0316: The first issue is that the Columbia Public Health Clinic lease with the City of Seattle gives the City unilateral authority to set rental rates in future years. In addition, the lease terms would not provide for rent abatement following a disaster when the property was unusable and the city was determining whether to rehabilitee the premises. 
Furthermore, the lease does not include a termination provision. There is a clause that states that the county’s obligations to the city that extend beyond the current calendar year are contingent upon approval of the lease by the county council or appropriation by the council of sufficient funds to pay such obligations. This means if the council were to approve the lease, the county would be bound to the full term of the lease. 
At the Chair’s direction, staff has drafted an amendment that would approve the lease subject to the Executive and City of Seattle executing an amendment changing the “or” to “and” in the clause. This would mitigate the concerns regarding the rental rates and damage provisions because the council could effectively terminate the lease at the end of a calendar year by not appropriating funding to support the lease.

Proposed Ordinances 2013-0317 and 2013-0318: These agreements are for county-owned space to be leased by Community Psychiatric Clinic and HealthPoint. Neither lease includes the county’s current non-discrimination language, which would prohibit discrimination based on “gender identity and expression.” These leases both also include references to an arbitration provision that is not contained in the lease. 
Striking amendments have been prepared at the direction of the chair that would approve the leases contingent on the Executive and the lessees executing an amendment containing the updated non-discrimination clause and appropriate arbitration language. (In addition, the Executive transmitted Proposed Ordinance 2013-0318 with an incorrect attachment. The striking amendment for this ordinance would also substitute the correct attachment.)
5

