Ground Lease Property Summary 


Address:			10501 Meridian Ave N, Seattle, Washington 98133
Ground Lease Rental:   	Construction of a new facility and provision of primary health and dental services to low income individuals for 50 years
Ground Lease Area:	3.17 acres
Assessor's Parcel:		302604-9025
Zoning:			LR3
Council District:		Council District 4
Funding Source:		General Fund

Property Information
[bookmark: _GoBack]The North District Multi Service Center (NDMSC) is located on a 3.17 acre site in the Northgate area bounded by Meridian Ave N. to the East, N. 107th St. to the North and N. 105th St. to the South, and is less than one mile to Northgate.  The City of Seattle annexed the property from King County in 1954 and later purchased the property for general municipal purposes including a site for a health center.  To take advantage of funding made available by Referendum Bill #29 (Ref 29) the property was transferred from Seattle to King County in 1976 and conditioned to be compliant with Ref 29 requirements for a period not less than 25 years.  The NDMSC was constructed using Ref 29 and King County funds.  The existing facility has been operated continuously since completion and is in need of substantial renovation and rehabilitation.   Neighborcare Health (Neighborcare), a not-for-profit provider of primary health and dental care to low income individuals, proposes to lease the NDMSC site, construct a 44,667 square foot facility at its cost and provide an integrated service mix including primary care, dental, public health and behavioral health services provided by Neighborcare itself, Public Health and Valley Cities Counseling as tenants in the building.  Upon completion of the construction, King County will demolish the NDMSC.  

Context
Rationale for transaction:   Health care reform at the local, state, and national level is driving the integration of primary care, behavioral health, and human services. Integration is necessary for both patient outcomes and satisfaction as well as the financial sustainability of the health care system. This partnership will provide greater access to care for Northgate area residents by adding more capacity than currently exists between both Public Health and Neighborcare. Neighborcare will consolidate services from their undersized Greenwood clinic to the new larger center which will accommodate more clients. In addition, the project will reduce program operation costs for Public Health by transferring primary care services to Neighborcare. Valley Cities will provide on-site behavioral health services which will facilitate greater care coordination for high-risk/high-cost patients and potentially improve their outcomes.	
Policy considerations:  While it is King County policy to own facilities it needs for operations, as opposed to renting them, given this opportunity to create efficiency by consolidating services, the deteriorated condition of the existing facility and the costs of rehabilitating it, and the increasing financial burden for the General Fund that the existing building represents, leasing this property to Neighborcare for construction and operation of a new  facility and demolition of the NDMC is financially and programmatically prudent. 
Political considerations: 	The proposed partnership with Neighborcare and the demolition of NDMSC will result in the displacement of the current tenant Community Psychiatric Clinic. CPC currently leases approximately 12,406 square feet from King County, however, CPC did not respond to a Request for Qualifications issued by Neighborcare seeking a behavioral health provider at the site. As a result, the CPC lease will end with the demolition of NDMSC.
Community considerations: No known opposition.
Fiscal considerations:  This transaction includes three separate components: a ground lease to NeighborCare, a twelve year lease between Neighborcare and King County to fulfill Public Health space requirements, and an appropriation ordinance for the demolition of the current North District Multi-Service Center building. The attached fiscal note details the components of these agreements. 
A net present value (NPV) financial analysis of the transaction was prepared.   The main assumptions were that DPH programs would cease after the 12 year lease and they vacate the facility.  Lease costs start at $38 per square foot with 2.5% annual inflation.  Debt repayment on the CIP demolition project occurs over three years.
The NPV of the transaction, measured over 12 years, was a positive amount of $1.2 million for the County as a whole and a slight positive NPV for Public Health. The NPV analysis considered the avoided major maintenance costs on the existing building and the demolition costs of the existing building. The NPV analysis used a nominal discount rate of 5.00% for the County.

	


Other considerations:

Budget considerations:  
CIP/operational impacts:	 An ordinance seeking appropriation for a project to demolish the current NDSMC is included as part of this legislation. Please note that demolition is required by the City of Seattle within 6 months of the issuance of a temporary Certificate of Occupancy for the new Meridian Center.  Construction of the new Meridian Center for Health will impact operations of the NDMSC, and demolition of the current NDSMC building will also likely impact operations at the new Meridian Center, both primarily in relation to parking. Planning is underway to mitigate the impact of the construction. by providing off-site parking as part of Neighborcare’s project. 
Change in property use: 	No change in property use. 
SEPA Review Required no:  There is no change of use on the site, so SEPA will not be required for the policy decision to move forward with the real estate transaction.  SEPA will be done for the development permits associated with the new Neighborcare development, as well as the demolition of the old building. 
King County Strategic Plan impact:  This legislation supports the strategic plan goal of establishing a culture of customer service and deliver services that are responsive to community needs. It also supports the Health and Human Potential objective of ensuring a network of integrated and effective health and human services are available to people in need.	 
Equity and Social Justice impact:  North Seattle is among the areas in King County with the greatest need for community health services. In recent years, the Northgate area has grown in ethnic diversity and is home to many recent immigrants and refugees as well as many families living in poverty. The Meridian Center for Health will provide culturally competent services to these families who currently lack access to health care.
Energy Efficiency impact:  The current NDMSC was built in 1979. The current building perimeter thermal envelope is failing, despite double-glazed windows. Windows and skylight require replacement soon. A new more energy efficient building is proposed by NeighborCare. It is scheduled to be LEED gold.  
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