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Property Owner:	Hansen Group II, LLC
Address:	12119 and 12121 East Marginal Way South, Tukwila WA 98168
Rental:		$28,000/month base rent until 11/1/23.  3% annual increases thereafter.                                    			Triple Net $8,888.21/month – 2019 rate, variable based on actual 					operating costs.
Term:			10 year term with a 1- 5 year option
Square Footage:	93,248 square feet of improved land and 12,500 square feet of warehouse and office space.
Council District:	8

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, King County Department of Metro Transit (“Metro”) developed an Operational Capacity Growth 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 as well as identifies appropriate properties needed for expansion. Because of timing constraints, Metro staff realized that relocating some of the existing office, training, and 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 near term capacity while giving Metro the time needed to plan and construct a completely new, ninth bus base somewhere in South King County. For immediate needs, staff is acquiring the property needed to house the relocated functions by securing interim property leases, which can be accomplished much more quickly than acquisitions while still providing value for the agency when appropriate properties can be found for a reasonable price at the appropriate locations. The subject lease is one such property.

Lease Synopsis:
Metro executed a short-term lease for maintenance functions and yard space across the street from its existing South Base when this property became available in the spring of 2018. The property is ideally located near the base and suited for relocating some of the functions from nearby existing Metro-owned facilities. This relocation will achieve three immediate goals:
Provide an additional three bus service bays and additional yard space for preparing new buses for service, a function previously performed at the Component Supply Center (“CSC”) at South Base across the street. This change simplifies traffic flow, as new buses were previously stored on the yard at South Annex and driven across the street to bays at CSC. Storing and preparing new buses on the same property (the new leased space) will be more efficient and also free up needed bus service bays at CSC for conducting major bus repairs.  The change also allows Metro to perform overflow body shop work from Central Base optimizing the running repair maintenance capacity at Central Base allowing use of recently created additional yard space.
Provide space for relocating the Fleet Engineering (“FE”) function from the existing South Annex property. The new facility provides a replacement bus service bay for FE testing and training use but will require the addition of a training classroom trailer to match the previous trainings space.   
Provide space for the relocation of the Warranty group from CSC, providing efficiency and shared supervision through proximity with FE group, and freeing up space at CSC to accommodate staff growth. 

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.  Pursuant to King County Code 4A.100.070 (D) (4.a), any lease for use of real property by the county for a term longer than five years must be approved by the council before execution by the Executive.

Policy considerations: Metro determined that relocating existing base functions, including FE, the Warranty group, and bus staging and preparation areas 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 use of tax dollars is to maximize the potential of already-owned properties by developing in a more efficient and functional way. This determination also advances King County policy goals regarding the preference for sustainable development practices, by using existing buildings where possible rather than tearing down and replacing.

Political considerations: The relocated functions remain in the same neighborhood, which means employees who work at the facilities will experience minimal impacts in terms of being relocated to a new area. Because the proposed use conforms with the existing use of the leased property and the area around it, neighborhood impacts are minimal-to-none – no additional traffic impacts are anticipated due to this lease. 

Community considerations or partnerships: The City of Tukwila is supportive of Metro’s redevelopment of the base facilities to encourage more efficient use, and is supportive of Metro’s goal of constructing its first all-electric bus base at the South Base complex. South King County suffers from lower air quality than other parts of King County, which makes South Base an ideal location for low-pollution all-electric bus fleet. 

Fiscal considerations:	 The base rent for the 10-year term is $3,582,587.29 plus estimated triple-net charges of $1,222,720.40.

CIP/operational impacts: This lease was supported by a designated task in project number 1129642 – TDC SOUTH BASE EXPANSION for 2018. Specific funding for a 5-year lease of this facility was appropriated in the 2019-2020 biennial budget under the Operational Capacity Growth Program’s efforts to separate the large appropriations into individual project as project 1134219 – TDC EAGLE TRAILER LEASE for 2019-2020 and beyond. The 10-year lease detailed in this property summary will supersede the previous 5-year lease and requires additional capital project appropriation authority, as detailed in the fiscal note.
	Shop Painting
	$           6,910.00 *

	Bus Charger And Tool Electrical Works
	$         15,230.00 

	Exterior Wall Outlet Additions
	$           3,580.00 

	Cord Reel On Post Additions 
	$           2,620.00 

	Training Skid Electrical Works
	$           2,215.00 

	Shop Heater Upgrades
	$         12,000.00 *

	Shop LED Lighting Upgrades
	$         10,000.00 *

	Office Touch Up Painting
	$         10,000.00 

	Overhead door motors
	$         20,000.00*

	Modular Training Classroom Procure & Install
	$       450,000.00


*Estimated tenant improvement costs to be completed by landlord.
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.

Equity and Social Justice Impact:	The existing Metro buses being relocated to the leased premises already exist in the neighborhood.  No new 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. The space needs arise due to increased transit service levels throughout King County, but because of the growth centered on South King County, provides a benefit to riders who may have no or limited transportation options, contributing to a better quality of life for regional residents.

Energy Efficiency impact: Tenant improvements include LED lighting and heater upgrades increasing the facility’s energy efficiency. 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 office, shop with vehicle bays and yard space is extremely limited in the vicinity of South Base.  There was limited availability on the market nearby when the short term lease was executed and it was the best option.  Leasing an existing building will be less costly and quicker than attempting to find and acquire land and build new improvements.  The schedule for South Annex Base does not afford the luxury of enough time to acquire instead of leasing space for this need.  Additionally this lease may be used to support other aspects of the Operational Capacity Growth effort.
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