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SUBJECT

Proposed Ordinance 2016-0396 would authorize the County Executive to execute a lease for tidelands adjacent to Colman Dock in downtown Seattle. This lease would be executed with the purpose of constructing a new Passenger Only Ferry (POF) dock on the site. 

SUMMARY

The County operates POF lines between downtown Seattle and Vashon Island and between downtown Seattle and West Seattle. The Washington State Ferry (WSF) system is in the process of rebuilding the Colman Dock into a new multi-modal site and the lease proposed by this ordinance would incorporate the POF facility into those plans. The lease has an initial term of 50 years and has a county option for an additional 25 years. The cost of the lease is $7,007.40 the first year plus inflation by the increase in the consumer price index (CPI) for each year of the term. 

BACKGROUND 

With passage of Ordinance 17935, King County took over the operations previously performed by the King County Ferry District. The County’s Marine Division located within the Department of Transportation has responsibility for operation of two POF lines. One between Seattle and Vashon Island and one between downtown Seattle and West Seattle. 

WSF is currently undertaking a capital project to renovate and expand the Colman Dock located at Pier 50 in downtown Seattle. This new terminal will be a multi-modal facility and King County has an opportunity to participate in this project provided this ordinance can be executed and a subsequent construction contract for construction of  the actual facility can be executed between King County and the State. 

ANALYSIS

Financial: When analyzing this lease agreement, the financial terms are essentially negligible due to the exceedingly low cost of the lease. The State has determined that the 9,160 square feet of tidelands have a value of 8.5 cents per month. Additionally, because it will be used for a public benefit the County will get a 25% discount. This means that the tidelands lease for $584 a month or just over $7,000 per year. In addition, subsequent years will increase based upon inflation. However, even assuming 5% annual inflation for the term of this lease, the annual costs would only be about $285,000 in the year 2094 or 2095 (assuming a 2018 or 2019 execution date). 

The construction of the new facility is expected to cost between $22 million and $25 million and take between 12 and 18 months to complete and would be funded through the Ferry District property tax levy.  

Lease Agreement: The lease terms generally are similar to language that would be expected in a county-originated lease. Specifically, key terms of the lease are: 

· Term:  50 year original terms with a county-option for an additional 25 year term. The state cannot unreasonably withhold the lease extension. 
· Costs: $7000 per year plus inflation based upon CPI.
· Shared Expenses: State and County will share operations and maintenance costs for shared spaces in the terminal. 
· Cooperation: there are provisions for joint-decision making and dispute resolution

Much of the rest of the agreement surrounds typical boiler plate language on items like insurance, indemnification, hazardous materials and other standard provisions. 

The one substantive term raised by staff and legal review is the termination clause. Washington State remains the owner of the property and there are circumstances where the lease may need to be terminated early due to the State changing the use of the facility. In these circumstances the State has agreed to reimburse the County for relocation and some construction costs only if there is an appropriation by the Legislature to do so. 

This provision does need to be put into the proper context. The State could cancel the lease with shorter notice for areas where the county is at fault, including: 

· 30 days if the County abandons the site for a continuous period of 90 days
· 45 days if the county defaults
· 60 days if the county fails to cure a default or remedy O&M issues, commences bankruptcy proceedings, seeks the appointment of a receiver or trustee, 

These provisions are fairly standard and similar language is contained in most similar county leases. The provision where staff wanted Councilmembers to draw their attention is in regard to a potential situation where WSF would need to end the lease early because the State has need to use the facility and relocate the county due to a legislatively approved and funded capital project. 

In this circumstance, the State would be required to give two years’ notice before termination of the County’s lease. The State would be required to reimburse the County for any non-depreciated value portions of the County’s project they would continue to use (for example, the lease refers to pilings and trestles). However, the State would only reimburse the County for relocation and portions of the County’s project they would not be re-using if the Legislature provided an appropriation to do so. 

The potential outcome that would be harmful to the County would be an outcome where the State terminates the lease, WSF seeks funding, but the Legislature does not approve the funding for relocation and construction buyout. In this circumstance, the State would not be obligated to reimburse the County for either relocation or unamortized non-reused construction costs. 

Staff have been apprised of these negotiations as they have been ongoing and the Executive Branch believes that the likelihood of this occurring is low and that the benefits of being co-located with the new facility outweigh the potential risks at some point in the future. Further, the Executive believes that these very large transportation projects are very difficult to approve and fund and the likelihood of this occurrence is low. This provision represents a business or policy decision by the Executive and by the County if the lease is executed. 

AMENDMENT

Amendment 1 deletes the transmitted lease agreement and inserts a new lease with clarifying changes recommended by legal counsel. 

ATTACHMENTS

1. Amendment 1 with attachment
2. Proposed Ordinance 2016-0396 (and its attachment)
3. Property Summary
4. Transmittal Letter
5. Fiscal Note
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