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Property Owner:	King County
Address:		8013-8075 Perimeter Road South
Cost Per Sq. Ft.:	$1.90/sf/year
Operational Costs:	$0
Term:			35 years[footnoteRef:2]
Square Footage:	212,872
Council District:	Eight
Funding Source:	N/A
Previous Location: 	N/A	

Lease Synopsis:
Mente, LLC has been a sublease tenant at King County International Airport (KCIA) on the King County Jet Center leasehold since 1997. They contacted KCIA in 2015 and expressed interest in developing and constructing their own aircraft facility. The premises that best accommodated their needs consisted of three adjacent pieces of property on the eastside of KCIA totaling 212,872 square feet. The southern 109,946 sf was obtained by Mente via a recent assignment from Pajaro, LLC. The remainder of the premises consisted of two parcels that were occupied by DHL via monthly rental agreements. DHL voluntarily vacated the property on June 1, 2016. All three parcels are being combined into one large parcel for this proposed long term lease. Mente will be constructing an approximately $30M aircraft facility, greatly in excess of the minimum improvement investment of $5.32M required by KCC 4.56.180(3).

Context
Rationale for transaction:  The proposed tenant is a long standing subtenant at KCIA.  The tenant is going to pay for and demolish all existing facilities and construct improvements valued at a minimum of $30M. The code requirement for investments to qualify for a long term lease (longer than 10 years) on this parcel is $5.32M. The tenant is also going to pay fair market rent from the date of lease commencement (including during construction). The facility will permanently employ 27 FTE at occupancy with a provisioned facility capacity of 40 FTE. It was determined by the Director of the Facilities Management Division, and approved by the Executive, per KCC 4.56.160(B), that it was advantageous to the County to directly negotiate without competitive bidding. 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 provide for tenant-funded demolition of the existing obsolete facility as well as the construction of a substantial new aircraft hangar facility. The site was previously used as an air cargo package processing and sort facility. The previous tenant’s business model changed and a move to SeaTac has been planned for over a year. Mente’s proposed use is consistent with the KCIA Master Plan and Airport Layout Plan. 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.

Political considerations:  N/A 

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 212,872 square foot leasehold. The initial annual base rent is $404,457. During non-appraisal years the rent will adjust up 2.5% annually on the anniversary of the commencement date. The lease rent will adjust every 5th year based on a new fair market value appraisal. 

Other considerations:  Construction of the proposed facility will provide a significant improvement to the KCIA. Direct construction related employment will be 97 employees including architects, contractors and subcontractors. There will be an estimated 186-296 indirect construction jobs related to suppliers, offsite fabrication and manufacturing related to the project. 

CIP/operational impacts:  Construction of this facility is not expected to have any negative impacts on airport operations or the CIP. 

King County Strategic Plan impact:  This transaction supports the King County Strategic Plan guiding principle of Financial Sustainability.
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:  The tenant is not participating in the LEED Certification program. However, their goal is to design and develop a facility that exceeds State of Washington Energy Code requirements by at least 20% including a high performance building envelope, a variable refrigerant flow mechanical system. Notably, they are providing more than 300% of the landscaping requirements of K.C.C. sections 21A.16.070.B.2 (parking) and 21A.16.050.B (street frontage). In addition, they are undergoing a feasibility study for a solar photovoltaic roof array to offset electrical energy use but programming on this item is not complete at this time.

Lease Alternatives Analysis
An aviation storage facility, as contemplated in this proposal, is the highest and best use of the parcel as determined by an independent appraisal. The tenant is proposing an investment and construction budget that will create infrastructure and facility improvements that will add to the airport’s value. Therefore, no other alternatives were considered.
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