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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	5
	Name:
	Andrew Kim

	Proposed No.:
	2018-0117
	Date:
	February 28, 2018



SUBJECT

The proposed ordinance would authorize the executive to execute a new lease with Navos Mental Health Solutions for the use of space located at 1210 SW 136th Street in Burien to support clinical operations of Public Health – Seattle & King County.

SUMMARY

Since July 2012, in partnership with Navos Mental Health Solutions, Public Health – Seattle & King County has provided adult primary healthcare services at the Navos Mental Health Clinic located at 1210 SW 136th Street in Burien. The current lease with Navos expired in August 2016 and the county is currently in holdover at the expired lease term rental rate of $6,137 per month for the 4,665 square feet of occupied space.

The proposed ordinance would authorize the executive to execute a new long-term lease with Navos at the same rental rate of $6,137 per month for the same space occupancy for a five-year term with an option to extend for two additional five-year terms. This would be a full service lease with no additional operational costs. The total cost of the lease to the county would be $147,300 per biennium. Council’s legal counsel has reviewed the proposed lease and has found no issues.

BACKGROUND 

Navos Mental Health Solutions is one of the largest providers of community mental health services in King County. Navos serves more than 12,000 low income children, youth, and adults each year by providing both inpatient and outpatient mental health services. Notably, Navos is the mental health provider for more than 40 percent of all youth served by the County’s community mental health system.

In 2012, Navos opened a new three-story, 45,000-square-foot outpatient clinic located at 1210 SW 136th Street in Burien. From July 2012 through June 2016, Navos received a $2 million Primary and Behavioral Health Care Integration (PBHCI) Program grant from the Department of Health and Human Services – Substance Abuse and Mental Health Services Administration (SAMHSA) to improve the physical health status of people with mental illnesses and addictions. Public Health – Seattle & King County became a sub-grantee and partnered with Navos to provide primary healthcare services at the new outpatient clinic. The sub-grant covered the lease cost of space used by Public Health and the grant funding was fully expended in July 2015. As a result, Navos requested that Public Health begin paying rent for their use of the space and in August 2015, Public Health entered into a one-year lease agreement with Navos to occupy the same space for $6,137 per month. The lease expired in August 2016 and the county has been in holdover since then and continue to occupy the space at the same monthly rental rate as per the holdover provisions.

In July 2017, Navos was awarded a new grant from the Pacific Hospital Preservation and Development Authority (PHPDA), for which Public Health was once again a sub-grantee. Public Health would receive $175,000 for one year (through June 2018) to participate in a seven-month learning collaborative focused on building clinical pathways to prevent, identify and treat metabolic syndrome. In addition, Navos and Public Health would provide integrated behavioral and primary care and offer wellness classes focused on self-management of chronic disease, pre-diabetes, or chronic pain. The sub-grant did not include covering the lease cost of space used by Public Health.

At the Navos Burien facility, Public Health occupies 4,665 square feet of space, primarily on the third floor. Public Health provides services to any adult in the county, regardless of whether the patient is a client at Navos. However, executive staff indicate that most of the Public Health patients are also Navos patients.[footnoteRef:1] Primary healthcare services provided by Public Health include medical care for general sickness, care for ongoing problems and chronic diseases, check-ups and screenings for hidden diseases such as cancer, and vaccination against disease.  [1:  Currently there are no systematic reporting requirements in place to identify whether a patient is also a Navos client. Estimates have been gleaned from patient notes and interactions between Public Health and Navos staff.] 


There are 8.9 Public Health FTEs on staff at the Navos Burien facility which include 0.6 FTE physician and 0.8 FTE nurse practitioner, both of who are also staffed at other Public Health facilities. In 2017, Public Health served 1,093 unduplicated patients and performed 2,997 provider visits. Executive staff stated that there was a physician vacancy for most of 2017 and depended on intermittent and variable backfill. In comparison, in 2016, with full staff, Public Health performed 3,206 provider visits. Of the patients served, 37 percent meets the Healthcare for the Homeless Network (HCHN) homeless criteria. In addition, 95 percent are covered under Medicaid and the rest are uninsured. There is also an outreach coordinator funded by HCHN that are also part of the Public Health team.

Proposed Ordinance 2018-0117 has been transmitted to Council pursuant to King County Code 4A.100.070, which requires Council approval of leases with terms lasting longer than five years. It should be noted that the current expired lease with Navos did not need council approval since the lease term was only for one year.

ANALYSIS

Proposed Ordinance 2018-0117 would authorize the executive to execute a new lease with Navos Mental Health Solutions for the use of space located at 1210 SW 136th Street in Burien. Table 1 below provides summary of the lease terms.

Table 1. Summary of Lease Terms of Proposed Ordinance 2018-0117

	Category
	Terms


	Square Footage
	4,665 rentable square feet: Third Floor of three-story facility


	Cost per Square Foot
	$15.78 per rentable square foot throughout the term of the lease with no escalation ($6,178 per month). Executive staff state that this rate represents a pass through of Navos’ facility costs and is below market rate for this location.


	Operating Costs
	Full service lease with no operational costs (the cost of all services, utilities, maintenance, repairs, etc. are provided by Landlord). However, internet service would be furnished separately by the county.


	Term
	Five years for the initial term plus two five-year options to extend.


	Other Considerations
	· Holdover: Rent would be 125% of base rent
· Extension: Base rent would be reassessed for extended terms and based on fair market value agreed by both parties.


	Commencement Date
	Proposed lease would commence on the date when both parties have executed the lease.




[bookmark: _GoBack]Table 2 below estimates the financial impacts of the proposed lease for the 2017-2018 biennium and future biennia. The cost of the proposed lease has been included in the Public Health’s 2017-2018 Biennium Adopted Budget and therefore no corresponding appropriation request has been transmitted with this proposed ordinance. 

Table 2. Fiscal Impacts of Proposed Ordinance 2018-0117
	2017–2018
	2019–2020
	Out Years
(2021 through 2023)

	$67,512
	$147,300
	$153,437



ATTACHMENTS

1. Proposed Ordinance 2018-0117 and Attachment A
2. Transmittal Letter
3. Fiscal Note
4. Lease Property Summary
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