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Property Owner:	King County
Address:		8453-8500 Perimeter Road South
Cost Per Sq. Ft.:	$1.90/sf/year
Operational Costs:	$0
Term:			35 years[footnoteRef:2]
Square Footage:	205,476
Council District:	Eight
Funding Source:	Airport Operating Fund
Previous Location: New Lease with redevelopment 	

Lease Synopsis:
Hangar Two, LLC, is a subsidiary of Gateway USA, LLC, d/b/a Clay Lacy Aviation (Clay Lacy). Clay Lacy delivers a comprehensive suite of aviation services including private jet charter, aircraft management, aircraft fueling and maintenance.  Clay Lacy has been a tenant at King County International Airport (KCIA) since 2002.  Clay Lacy has been a tenant on the premises of this leasehold since 2012.  The existing 5 year term on their lease expires in February of 2017.  The premises are located southerly and adjacent to the premises of the main Clay Lacy operation, which is occupied via a lease that expires in 2047.  Clay Lacy plans to demolish six obsolete hangar buildings on the property and build approximately 110,000 square feet of hangar space and aircraft parking ramp which will allow them to be more flexible in the types of aircraft they park and the services they provide.  They have also proposed to use this new facility to attract a major aviation service company.  

Context
Rationale for transaction:	Proposed tenant is a long standing tenant at KCIA who requested and was granted a direct negotiation for the lease.  The tenant’s use is consistent with the KCIA layout plan.  The tenant is going to pay for and demolish all existing facilities on the parcel and construct and invest in improvements valued at a minimum of $8M.  Pursuant to King County Code 4.56.180 (A)(3), the code requirement for the investment value of improvements to qualify for a long term lease (longer than 10 years and up to 35 years) on this parcel is $5.14M.  Tenant is also going to pay fair market rent from the date of lease commencement (including during construction).  This expanded presence on the airfield will not only provide land rent to the airport but also increased landing and fuel flowage fees amounts in excess of those typically produced by a private hangar tenant.  Based on this rationale it was determined by KCIA, the Facilities Management Division (FMD) and the Executive that, pursuant to King County Code 4.56.160 (B), it was advantageous to the County to directly negotiate without a competitive bidding process.  The County gave notice of intent to execute a lease by publishing a notice once a week for a term of two weeks, as required by King County Code 4.56.160 (B).

Policy considerations:	This lease will allow for an expanded presence on the airfield by the tenant.  The additional improvements will enhance economic development by attracting aviation related businesses that in turn will employ family wage positions.  The expanded space will also allow for additional jet aircraft to access the field which increases fuel flowage and landing fees, both of which are advantageous to KCIA’s annual budget.  Lease conditions discussed in the Lease Framework Working Group pertaining to lease term (reappraisal frequencies and annual interim rent adjustments) are included in the lease.  The proposed use complies with the KCIA Airport Master Plan Airport Layout Plan by being an aviation use with direct airfield access. 

Political considerations:	Economic development is a key driver for this transaction.  It allows an existing tenant to expand its operation which will create more business opportunities and employment at KCIA, together with additional fuel flowage and landing fees.  

Community considerations or partnerships:  At this point there has been no community opposition or support for this proposal.

Fiscal considerations:	Tenant will pay the independently appraised fair market value of $1.90/sf/year for the 205,476 square foot leasehold.  The initial annual base rent is $390,404.40.  As contemplated by the Lease Framework Working Group, during non-appraisal years the rent will adjust up 2.5% annually on the anniversary of the commencement date and the lease rent will adjust every 5th year based on a fair market value appraisal. 

Other considerations:	N/A

CIP/operational impacts:	N/A

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:	In accordance with Real Property Asset Management Plan (RAMP) Strategy 2.0 and 24.0, FMD and KCIA reviewed this legislation for Equity and Social Justice (ESJ) impacts.  The King County International Airport is located in the Georgetown neighborhood of Seattle and provides private and public airport services.  There are similar tenants and services located in the vicinity of this parcel and no new ESJ impacts are anticipated from this lease.

Energy Efficiency impact:  N/A

Lease Alternatives Analysis
The intended project is the highest and best use for the parcel as determined by an independent appraisal.  
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