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Budget and Fiscal Management Committee
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	January 26, 2022



SUBJECT

Proposed Ordinance 2021-0363 would authorize the executive to enter a lease with The Center for Wooden Boats for county-owned land located at 1445 N. Northlake Pl, Seattle, Washington.

SUMMARY

King County's existing lease with The Center for Wooden Boats (CWB) expired in December 2021 (CWB is currently holding over with Metro's express written consent without a rent increase). The proposed ordinance would authorize the executive to enter a lease for a term of five years with options to extend; if exercised, the total term of the proposed lease would be 15 years. Under the proposed ordinance, the rent would be $4,250 per month with a 3% annual increase and would include rent offsets for certain capital improvements for the first two years. The property is impacted by environmental considerations in the vicinity. According to Executive staff, from a general use perspective, the site does not fit into any of Metro’s lines of business and is not expected to be utilized to provide for, or support, the delivery of any of Metro’s services to the public. The proposed ordinance would comply with county code and county policy documents.

BACKGROUND 

The Center for Wooden Boats (CWB) has leased this property from King County since 2011. The current lease term is from December 2016 to December 2021. 

CWB is a registered 501(c)(3) non-profit organization that uses the warehouse and yard on the property for storage and repair of boats. According to CWB, its mission is to promote northwest maritime heritage through education, interpretation, and hands-on experience in building, maintaining, and using historic small craft.[footnoteRef:1] The site serves as a logistics hub for CWB's activities. CWB holds classes and boat tours at their other two sites, in the South Lake Union campus in Lake Union Park and at Cama Beach State Park on Camano Island. [1:  Center for Wooden Boats.] 


There are approximately 80 boats on the property. The existing storage building is 5,000 sq. ft. and was built in 1925. During its building tenancy, CWB has made improvements to the building including installing insulation, re-decking the south porch, enhancing the interior lighting, and replacement of exterior lighting with LED lighting.

ANALYSIS

The property. The property is a 56,397 sq. ft. waterfront lot. 
· Approximately 25,672 sq. ft. of the lot is not submerged, and approximately 30,725 sq. ft. of the lot is submerged land in Lake Union. 
· Approximately 20,627 sq. ft. of the property is lease area and has 5,000 sq. ft. of storage/warehouse building and 12,000 sq. ft. of outdoor storage. 

The property is located on Lake Union and within 100 feet of Gas Works Park and Seattle Department of Parks and Recreation property. Other adjacent uses include a shipyard and the Seattle Police Harbor Patrol.

Rationale for leasing. Metro bought the property in 1982 to use for fuel storage, and this is a remnant parcel from a previous disposition. The property is impacted by environmental issues in the vicinity and within the property. 
· According to Executive staff, Metro is continuing ownership until a settlement agreement is reached among adjacent landowners and the future of the parcel becomes more clear from an environmental liability perspective. Executive staff state that once an agreement is reached, the property would likely be the subject of a surplus action. 
· Regarding potential use for the property, Executive staff state that from a general use perspective, the site does not fit into any of Metro’s lines of business and is not expected to be utilized to provide for, or support, the delivery of any of Metro’s services to the public. 
· According to the lease property summary, CWB has been responsible tenants and to Metro’s knowledge have complied with King County and Department of Ecology policies.

Lease term. The term of the lease is five years, with two additional five-year options to extend. If all options to extend are exercised, the total potential term of the lease is 15 years.
· Difference from existing lease: The existing lease (2016 to 2021) did not include extension options.

Environmental considerations. The property is impacted by the following environmental considerations in the vicinity.

1999 Consent Decree between Ecology, Chevron, and King County. The site is the location of a former bulk fuel storage and distribution facility, operation of which resulted in the presence of petroleum hydrocarbons, volatile organic compounds, and metals in the soil and groundwater. A 1999 Consent Decree between Washington Department of Ecology (Ecology), Chevron Products Company (Chevron), and King County required parties to provide remedial action. 

According to the lease property summary, King County and Chevron have performed the cleanup and are monitoring and submitting quarterly soil samples to Ecology; no further action is presently required to meet the existing consent decree. However, excavation cannot be conducted on any portion of the site (including installing water and sewer lines for a restroom) unless Ecology consents to the activity. The 1999 Consent Decree concerns only the upland portion of the site. To date, there has been no known site disturbance work to install underground utilities to the existing warehouse building.

Clean-up action between Seattle, Puget Sound Energy, and Ecology. The submerged portion of the site is the subject of a separate environmental clean-up action between the City of Seattle, Puget Sound Energy, and Ecology. King County has taken the precautionary measure to prohibit access to the submerged portion of the site pending disposition of the environmental remediation for Lake Union. As access to the water is fenced-off, the market rent of $4,250/month has been appraised as an upland property.

Waterway 20 property. The adjacent Waterway 20 property is owned by the State and managed by the Washington State Department of Natural Resources (DNR). The Seattle Police Harbor Patrol currently has secure access to Waterway 20 under Waterway Permit 20-089981 from DNR, authorized by Seattle in October 2020.[footnoteRef:2] City legislation places some restrictions on public access over Waterway 20, although members of Washington Tribes continue to have access. Other public access to Lake Union is available at Gas Works Park.  [2:  DNR Waterway Permit 20-089981; City of Seattle CB 119882; Seattle City Ordinance 126181. The term of the permit is two years, and additional sequential permits are required to be obtained from DNR.] 


As a condition of the permit, the City of Seattle meets with the Wallingford Community Council and CWB monthly to create a future conceptual plan for use of Waterway 20. According to the lease property summary, CWB would like to rent canoes and kayaks to the public once they are granted permission from the City of Seattle and the State to access and launch boats from Waterway 20. 

Financial considerations. Under the proposed lease terms, the rent for the initial five years by CWB for the property’s 20,627 sq. ft. lease area is $4,250 per month ($51,000 per year). This would be $2.40 per sq. ft. per year. This is a triple net (NNN) lease, where CWB would pay for its share of all applicable taxes and all license, excise, and other applicable fees (including surface water management, noxious weeds, and conservation) in addition to the base rent.

The rent would increase by 3% each year on the anniversary of the lease commencement date. The table below, from the proposed lease terms, illustrates the rent schedule.

	Period
	Monthly 
Base Rent

	December 5, 2021 - December 4, 2022
	$4,250.00

	December 5, 2022 - December 4, 2023
	$4,377.50

	December 5, 2023 - December 4, 2024
	$4,508.83

	December 5, 2024 - December 4, 2025
	$4,644.09

	December 5, 2025 - December 4, 2026
	$4,783.41




Rent adjustment. Upon exercising each extension period, King County may adjust the rent to the then current Fair Market Rental Value.[footnoteRef:3]  [3:  Fair Market Rental Value is defined in Section 13 of the lease as "An amount in the competitive market that a well-informed and willing lessor, who desires but is not required to lease, would accept, and which a well-informed and willing lessee, who desires but is not required to lease, would pay for the temporary use of the Premises (excluding improvements to the Premises constructed at Lessee’s expense made during the Lease Term), after due consideration of all the elements reasonably affecting value."] 


Rent offset. For only the first two years of rent, CWB would receive rent offsets for certain capital improvements; the credit would not apply to fees for surface water management, noxious weeds, or conservation. After two years, there would be no rent offsets and full rent would be required.

· Difference from existing lease: In the existing lease (2016-2021), the rent was $3,250 per month. CWB received rent credit against monthly rent for certain capital improvements for the entire five-year lease. There was no exception for fees for surface water management, noxious weeds, or conservation.

The County would be required to provide any comments on CWB plans for constructing improvements within 30 days of receiving the plans. 

· Difference from existing lease: In the existing lease (2016-2021), the County was required to provide any comments on CWB plans for constructing improvements within 15 days of receiving plans.

Compliance with County Code. As provided in K.C.C. 4.56.160, with some exceptions, all leases of county real property must be leased at fair market rental value and all leases must be awarded upon the best terms and conditions available to the county. According to Executive staff, the lease rate is based on the fair market rental value obtained by an appraisal conducted by McKee Appraisal titled “Appraisal of Center for Wooden Boats Market rent estimate," effective March 10, 2021.
 
Under K.C.C.4.56.150.E, if the County leases to a nonprofit organization or government agency to provide services that will benefit the public, it would be exempt from the requirements of fair market value, appraisal and notice outlined in K.C.C. 4.56.160. According to Executive staff, the use of the property for CWB storage and repair of boats supports CWB’s public activities of the center and provide recreational and educational benefit to the community.

Consistency with County Policies. The King County Strategic Plan sets forth guiding principles and goals to help in achieving the county’s mission of providing "fiscally responsible, quality-driven local and regional services for healthy, safe, and vibrant communities." According to Executive staff, this lease would support the strategic plan's goal of Efficient, Accountable Regional and Local Government by aligning goals of King County government with community priorities by supporting public recreation.
 
In accordance with the County's Real Property Asset Management Plan Strategy policy, FMD and Transit reviewed this legislation for Equity and Social Justice (ESJ) impacts. According to Executive staff, this lease would further the ESJ Strategic Plan by investing in community partnerships. CWB offers free programs that are supported in part by 4Culture. CWB's vision is that it "is a thriving community that creates equitable access to empowering maritime experiences." CWB's values include “We believe the joy of being on the water in boats should be available to all without economic or cultural barriers” and “We promote a safe and friendly environment where people of all ages, races, genders, ethnicity and incomes can connect with each other and our maritime heritage." 

Timing. The current lease agreement expired in December 2021. According to Executive staff, if the proposed new lease was not approved by the existing lease's expiration date, CWB could hold over with Metro's express written consent without a rent increase.

Legal Review.  The lease has been reviewed by Council’s legal counsel.

INVITED

· Stephen Cugier, Senior Real Estate Manager, Facilities Management Division
· Jennifer Lee, Real Property Agent, Metro Transit Department

ATTACHMENTS

1. Proposed Ordinance 2021-0363 with attachment
2. Transmittal Letter
3. Fiscal Note
4. Lease Property Summary
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