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November 19, 2009
The Honorable Dow Constantine
King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Constantine:

I am pleased to transmit a proposed ordinance authorizing leasing a portion of the Chinook Building to a child care provider.  The enclosed legislative package includes a new twenty year lease at 401 5th Avenue in Seattle, WA, also known as the Chinook Building, and a twenty year covenant restricting use of a portion of the Chinook A level and outdoor deck area of the 2nd floor to child care services.  The leasehold has approximately 9,860 square feet and will be dedicated to both Northwest Center (NW Center) childcare and development programs and an outdoor play area.   The NW Center was selected as the most qualified provider of services through a competitive request for proposals (RFP) process.  The 20 year covenant is required by the Seattle Municipal Code as a pre-condition to a $994,608 grant to be applied to NW Center’s tenant improvements.  
Approval of these two documents would close the loop on a unique five party arrangement necessary to successfully place an urban child care program in the Chinook Building.  Through a series of agreements the parties respective responsibilities are as follows:

· King County as the landlord – Is to sublease Chinook Building space to the NW Center; restrict use of a portion of the Chinook Building to only child care services over a 20-year period, “authorize the building owner, Goat Hill Properties (through the auspices of the National Development Council) to construct a portion of the tenant improvements as the final phase of development of the Chinook Building,” and to cooperate with all parties in facilitating construction of required child care tenant improvements.
· Goat Hill Properties (National Development Council [NDC]) – Is to contract with Wright Runstad Associates Limited Partnership (Wright Runstad) to manage the installation of bond supported child care tenant improvements ($295,000) and to perform the same service for NW Center for the City of Seattle funded child care tenant improvements ($994,608) NW Center will cause to be carried out. 
· NW Center – Is to lease child care space in the Chinook Building, accept grant funds from the City of Seattle and comply with all applicable grant requirements and State licensing requirements, and engage Wright Runstad to install tenant improvements at a guaranteed maximum price. 
· City of Seattle – Grant funds ($994,608) to the NW Center for tenant improvements.
· Wright Runstad  – Contract with Goat Hill Properties and contract with NW Center to deliver tenant improvements with a guaranteed maximum price. 
Background
The Chinook Building was completed and occupied by county agencies during the summer of 2007.  The Master Use Permit for the building calls for the dedication 981 square feet for child care services.  Early planning documents for the Chinook Building called for a sublease with a quality child care provider to occupy just under 7,000 usable feet on Level A of the Chinook Building and the possible granting of just under $585,000 from the City of Seattle to be applied to tenant improvements.  

The Wright Runstad, acting in its role as the developer of the Chinook Building, organized an RFP process to select a child care provider to be a tenant in the Chinook Building.  The Northwest Center Child Development Program was recommended to provide child care services in the Chinook Building.  The NW Center is a 501(c)(3) not for profit organization.  This decision followed a detailed RFP process and ratings and interviews of all applicants by representatives from the King County Facilities Management Division, King County Human Resources Division, Wright Runstad, and health and childcare professionals from the Seattle-King County Department of Public Health. 

The rating committee noted several important elements in Northwest Center Child Development Program’s proposal, including a very strong program with the financial backing of a large non-profit entity; superior staff pay, training, and benefits; a low staff-to-child ratio; and the integration of children with special needs into their program.

The NW Center’s definition of special needs is rather broad, ranging from children with significant challenges to those delayed in specific areas of development.  The number of children with special needs is relatively low (generally no more than 20-25 percent of a class) with staff allocated as needed to meet the needs of all the children.  Northwest Center’s early intervention team of therapists, special educators and family resource coordinators will support the teachers and families enrolled in the program.
The NW Center’s Chinook Child Care Program
Based on their proposal, the Northwest Center Child Development Program goal is to provide services to a minimum of 60 children if this works programmatically in the space provided for child care.  The NW Center’s application for, and acceptance of, grant monies from the City of Seattle to pay for specialty tenant improvements requires that 20 percent of the available slots be dedicated to participants in the City of Seattle Child Care Program for families making less than 80 percent of the median family income.  With the exception of the City of Seattle’s Child Care Program, the program’s fees will reflect downtown child care prices.   
An essential element of the NW Center’s program is the importance of family involvement for children and their facilities.  Specifically, families are active participants in determining goals for their children either through an Individualized Family Service Plan if the child qualifies or through individual planning with classroom teachers.  The NW Center also routinely coordinates weekend family days with picnics and recreational activities for families of children in the program.

The NW Center is fully committed to developing a program geared to the needs of county employees and other non-county employee families.  NW Center proposes providing services from 7:00 A.M. until 6:00 P.M. Monday through Friday.  NW Center will close the last week of each year and 5 other days scattered throughout the year for staff in-service training.  The NW Center has not yet determined whether or not the in-services training days can be matched up with county furlough days, if such a county cost saving measure is continued past 2009.  

The NW Center intends to design the space and program to meet National Association for the Education of Young Children (NAEYC) accreditation standards and will apply for accreditation immediately after the required one-year of operation.  The NAEYC sets national professional standards for early childhood education programs.  

Initial Barriers to Successful Placement of Child Care Services in the Chinook Building 
The forging of the above referenced five party arrangement was not without issues.  The complexity of the Chinook Building lease lease-back structure has lead to numerous agreements, documents, and tenant improvement cost scenarios.  Nevertheless, all parties are now in agreement.
The largest of the barriers to success were issues surrounding the state mandated outdoor play area.  Early plans called for an outdoor play area to be developed on the east side of Fifth Avenue in an area adjoining the Goat Hill Garage’s surface lobby at Fifth and Jefferson.  The children and adults could make their way to this area through intersections on Fifth Avenue or through the Chinook tunnel under Fifth Avenue.  As the Chinook Building was being completed, Wright Runstad learned that the State licensing agency was going to require that any outdoor play area be located on the building site.  There were numerous attempts to informally appeal this determination.  Those attempts failed.  
Accordingly, the 2nd floor deck was identified as the only on-site opportunity to create an outdoor play area.  The deck is currently used as public space and is frequented by a few county employees during work hours.  During the tenant improvement permit process Wright Runstad found out that the City of Seattle had concerns about access to and from the deck.  They mandated the creation of a second corridor which would provide emergency exit from the deck.  A careful study of this option lead to a conclusion that such a corridor would have a serious impact on the Finance and Business Operations Division (FBOD) Benefits area.  This area is highly secured with heavy controls placed on paper flow and filing.  FBOD would also suffer the loss of nine workstations in that area.  FMD convened a design and programming charette involving NW Center, the City of Seattle, Wright Runstad, and representatives from FBOD.  There was a consensus conclusion that the best solution was to construct a stairwell from the deck to the child care area on the A level.  
The NW Center architect, working with Wright Runstad, estimated that this approach would significantly increase the costs of child care tenant improvements to $1,289,608.  After a rigorous discussion about these escalating costs, the City of Seattle agreed to increase their grant to cover these costs.  Wright Runstad will allocate $295,000 of their remaining Chinook Building resources to this project, and the city will grant the residual $994,608 to the NW Center.  This revised approach will also structure functions in the FBOD space to reduce the negative impact of noise coming from the outdoor play area.

The final barrier to success was matching the timing of the city grant disbursements and construction of tenant improvements to the timeline associated with obtaining King County Council approval of the attached sub-lease and 20-year covenant.  Wright Runstad and their general contractor are willing to hold their guaranteed maximum price for constructing tenant improvements through the end of the year.  The ideal timing would be to receive council approval prior to the period in which the County Council will take up the King County Executive’s proposed 2010 Budget.  However, all parties have agreed to honor all agreements up through January 15, 2010.  If council approval has not been received by then, all agreements are off and the parties will need to rethink their commitments to providing child care service in the Chinook Building.  There is no financial penalty associated with such a delay except architect design fees being paid for by Goat Hill Properties.  These costs would be considered lost if child care services through NW Center would never be part of the programs in the Chinook Building.

I am confident that, if the King County Council can take up and pass this legislation by the Christmas break, all parties will abide by their commitments.
Proposed Sublease 

The attached sublease reflects over a year of negotiation between the NW Center, King County and the other parties necessary to place child care services in the Chinook Building.  Consistent with all of the proposals received from child care providers, the base rent for the space is $0.  This allows the NW Center to operate at no profit and to participate in the City of Seattle Child Care Program.  The NW Center will be responsible for paying allocable county operating costs for their space.  The term of the sublease is 20 years with NW Center having three options to terminate early at years five, ten, and fifteen of the lease.
The proposed lease covers 9,860 square feet of space (6,934 square feet of general office space and 2,926 square feet of deck (outdoor play) area.  The NW Center has full control over access to and operations within their leased space.  The county will maintain certain elements of the Chinook Building exterior and building common areas while the NW Center will be responsible for maintenance, cleaning, and operation of their leasehold.
Child Care Covenant

As a requirement of Seattle Municipal Code (SMC) 23.49.012 related to forwarding Seattle grant funds to the NW Center, I propose that the county voluntarily grant a 20 year covenant and restriction for child care space for the leasehold interests in the Chinook Building.  This effectively will expand the current 20 year 981 square foot covenant to a 20 year 9,860 square feet thereby restricting use of the defined area for child care services.  
The county’s obligations under this covenant is to maintain, to the extent practicable, dedicated space to the provision of child care in accordance to the requirements of the city’s grant program.  If the Chinook Building suffers a catastrophic event and the county elects not to repair or restore the Chinook Building, or the building or portion of the building’s use is lost because of condemnation, then the city would be entitled to receive insurance or condemnation proceeds reasonably attributable to the tenant improvements placed in the child care space.  If the NW Center does not elect to exercise its options to extend the lease, the county is obligated to make a good faith effort to find another authorized child care provider to lease the Chinook Building Space for the purposes of providing child care services.
For all the reasons noted above, I recommend your approval and authorization of this lease and covenant.  A copy of the lease and a copy of the covenant are enclosed.  If you have any questions regarding this lease, please call Kathy Brown, Facilities Management Division Director, at 206-296-0630.
Sincerely,

Kurt Triplett
King County Executive
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cc:
King County Councilmembers

ATTN:
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