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SUBJECT:

AN ORDINANCE authorizing the King County executive to enter into a consolidated and amended long term ground lease with GDH-I, LLC for a portion of the King County International Airport (KCIA) located in council district 8.

COMMITTEE ACTION:

At its June 24, 2008 meeting the General Government and Labor Relations Committee amended the ordinance and sent it to the Council with a “do pass” recommendation by a vote of two ayes, no nos and one excused. The amendment to the ordinance changed language in the lease agreement to require that the lessee to: (1) construct and lease facilities, at a below-market rate, to South Seattle Community College for use in their Aviation Program and (2) require the lessee to invest $4.3 million in value of facility improvements.

SUMMARY:  
The proposed ordinance would approve a 35-year ground lease for the construction of aircraft hangars by a local company that has business interests throughout the U.S. and in numerous countries. The company, Columbia Pacific, also will construct an education facility for South Seattle Community College’s Aviation Program and lease the facility to the school at a below market rate. The lease would initially generate about $255,000 per year for KCIA. 
ANALYSIS
King County Code 4.56.160 requires that all leases of County property be at “fair market rental value” at the “best terms and conditions available to the county.”  This same section of code states that leases are to be awarded by competitive bidding unless “the manager of the facilities management division determines it is advantageous to the county to negotiate without bidding.”  In the event the County intends to negotiate the award of a lease, the Facilities Management Division (FMD) must do two things.  First it must submit to the Executive the reasons why a negotiated lease is in the interest of the County.  Second, if the Executive concurs with FMD’s recommendation, FMD must then advertise for two weeks the fact that it intends to lease the property.  King County Airport/FMD followed these procedures.
KCC 4.56.180 states that leases of County property should be for a term of no more than 10 years, allowing for certain exceptions. One exception is when the tenant has made or proposes to make improvements on the property that are at least equal to the value of the property. In this event the lease may be for a term up to 35 years.
ISSUE:

Analysis of the lease led to the identification of an issue that can be characterized as disconnects between the planned project and the lease agreement as transmitted. 
Discussions with Executive staff and the transmittal letter indicate that the justification for negotiating rather than bidding the lease are two and are listed below.  

1. Retaining South Seattle Community College’s Aviation Program on Boeing Field is presented as important to firms such as The Boeing Company, airlines serving the Seattle area, and to the community since it trains students to become licensed mechanics to service aircraft powerplants and airframes. The facilities currently used by South Seattle Community College (SSCC) are inadequate and outdated for current and planned needs. In addition to retaining the SSCC program by building a new facility for them, Executive staff has said that the lessee will sign a long-term lease with the college at a below market rate.

The disconnect here is that while the lease as transmitted allows the lessee to sublease the property with the permission of the County, there is no legally binding commitment in the lease requiring the construction a facility for SSCC and that it be leased it to SSCC at a below market rate.

2. Planned improvements on the leasehold are $4.3 million, well above the $2.6 million stated in the transmitted lease and that would justify a lease of 35 years.  
The disconnect here is that the lease only calls for the minimum investment of $2.6 million rather than the $4.3 million that the lessee intends to invest. 

AMENDMENT
Staff worked with Facilities Management Division, Prosecuting Attorney staff and a representative for the prospective lessee to modify the lease to better reflect the intent of the parties. An amendment was prepared for the committee’s consideration and was approved.
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