
2011 BUILDING 11 REDEVELOPMENT PROPOSAL – COUNCIL BILL NO. 117196 
PARKS AND SEATTLE CENTER COMMITTEE MEETING – 21 JULY 2011 
 

Source: Kieu-Anh King, City Council Central Staff 
Bldg 11 - Items for 07.21.2011 - v.77.docx    

SECTION A: LEGISLATIVE TIMELINE.   
 
June 16th – Parks & Seattle Center Committee. 

 Initial discussion of Building 11 Lease. 
July 7th – Parks & Seattle Center Committee. 

 Continued discussion of Building 11 Lease. 
 Direction given by Committee to staff on eleven items to modify or amend. 

July 21st – Parks & Seattle Center Committee. 
 Continued discussion of Building 11 Lease. 
 Recap of Eleven Amendments to Lease. 
 Review of Next Steps. 

August 4th – Parks & Seattle Center Committee. 
 Continued discussion of Building 11 Lease. 
 Consideration of Additional Amendments to Building 11 Lease. 
 Committee Vote. 

August 8th or 15th – Full Council. 
 Final Council vote. 

 
SECTION B: ACTIONS TAKEN BY THE PARKS & SEATTLE CENTER COMMITTEE.   
 
At the 07 July 2011 meeting of the P&SC Committee, the Council took eleven actions related to the Building 
11 Lease. These changes, plus Technical Amendments proposed by staff, the Parks Department and the City 
Attorney, are included in Substitution Version A of the Lease. (Item numbers below correlate with the 
Decision Agenda of July 7th, incorrectly dated July 9th.) 
 
1. Immediate Cash to City – 50% Value of Any Tax Credits (Item A1).  Section 4.3 & 5.1.1 

 New provision requiring 50% immediate payment to City, instead of 75% to City at Year 30 of Lease. 
 This action increases short-term revenue to City by $750K to $900K, and decreases long-term revenue to 

City by $1.15 to $1.3 million.  
2. Initial Lease Term – 40 Years, or 30 Years if No Tax Credits Received (Item A1).  Section 3.1 to 3.2.1 

 New and revised provisions, reducing Initial Term to 30 Years if Tax Credits are not received.  
 Total Term: Initial + Extensions, remains at 45 Years.  

3. Public Benefit Rent Offsets – Elimination (Item B1).  Section 5.3 
 Eliminate provisions allowing Lessee to offset rent for public benefits provided at Building 11, but 

maintain minimum public benefits requirements.  
 This action increases revenue to City by $2.2 to $5.5 million over 45 years.  

4. Restore Space for Water-Related Uses to 8,000SF (Item C1).  Section 2.5.4 
 Increase minimum required space for Water-Related Uses from 5,000SF to 8,000SF, as required under 

2008 Lease.  
5. Restore “Good Faith Clause” to 3,000SF of Water-Related Space (Item C1).  Section 2.5.4 

 Restore good faith lease-up clause to 3,000SF of Water-Related space.  
 If Lessee cannot find suitable tenant, Parks Dept has three months to do so. If Parks Dept cannot do so, 

space reverts to another Primary Parks use.  
6. Refine Language for Water-Related Uses (New Item).  Section 2.5.4 

 Revise definition of Water-Related Use to emphasize recreational activities and closely related retail.  
7. Commercial Use – Eliminate “Institutional” and “Medical” References (Item D1).  Section 2.5.3 

 Eliminate references to allowable Institutional and Medical uses at Building 11.   
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8. Artist Space – Reject Definition as “Primary Parks Use” (Item E1).  Section 2.5.2 & 2.5.3 
 Amend Lease to reclassify Artist Space as “Other Parks Use,” as in 2008 Lease.  
 This action increases Park and Recreation-related uses from 12,000SF to 17,000SF.  

9. Rent for Artist Space and Water-Related Space – Establish Cap (Item F1).  Section 2.5.4 & 2.5.5 
 Add new affordability provisions, establishing maximum average lease rates ($13 for Artist, $13.50 for 

Water).  
10. Outdoor Play Areas – Define Public Hours (Item G1).  Section 2.9.2.1   

 Add language defining public hours at Outdoor Play Areas as weekday evening after 7 PM and all day 
weekends and holidays.  

11. Eliminate Restaurant Exclusivity Provisions (Item J1).  Section 8.6.1 
 Remove language granting Building 11 LLC exclusive license to operate restaurants in Magnuson Park, 

for ten years, except those (a) at Building 27, or (b) with fewer than 21 seats or smaller than 1,000SF. 
 
The changes above are included in Substitution Version A of the Lease, which is in the Committee notebooks. 
 
SECTION C. DISCUSSION ITEMS. 
 
Discussion Item I – Use of Space at Building 11. 
 Please see attachment. 
 

Discussion Item II. Artist Leases – Ordinances Forthcoming.  
Ordinances and Lease Agreements forthcoming, to be discussed at subsequent P&SC Committee meeting. 
 

Lease 1. City Leases 5,400SF of Building 11 from the LLC. 
 Ten-year Lease, with option to cancel (at Parks’ discretion) after Year 4. 
 $13.00 per SF in Year 1, plus CPI every year. 
 Additional $2.00 increase at Year 6. 
 Council staff have reviewed draft language for this lease. 
 

Lease 2. Artists Lease this space from the City. 
 Council Staff have not received or reviewed the details of this lease. 
 Parks Department expects lease rate to be equal to amount paid to LLC. 
 Some operational subsidy, from City to Artists, may be required (e.g., lease vacancy). 
 Requirement for public benefits to be provided by Artists is unclear. 
 Makes an implicit policy declaration that having Artists at Building 11 benefits the City. 
 

Discussion Item III. Building 30 – Financial Expectations. 
 Rebuild of Building 30 proposed, anticipated and/or assumed by some parties. 
 Cost could be $5.0 to $10.0M. 
 May require $5.0M cash and/or $10.0M debt-financing by City. 
 No funding sources have been identified, for (i) Initial Investment or (ii) Debt-Service Payments. 
 Would benefit (a) Artists, (b) Library Book Sale, (c) other tenants, and (d) other large public events. 
 

Discussion Item IV. Public-Private Partnerships. 
 Benefits to City v. Private Developers. 
 Implications of Building 11 Lease on future Public-Private Partnerships. 
 Council policy direction to Parks (and other City Departments) on future Public-Private Partnerships. 
 Parameters for Council participation in negotiations between City Departments and Private/Non-Profit 

Entities. 
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All items AS AMENDED in Substitution Version A of Lease. 

Primary Parks & 
Rec (Minimum),  
16,890 , 29%

Other Parks & Rec 
(Maximum),  
18,890 , 32%

Commercial 
(Maximum),  
23,000 , 39%

Allowable Use of Space - Bldg 11
Space Allocated = 58,780 Rentable Space ≈ 57,000

Artist 
Studios,  
5,300 , 9%

Water‐Based 
Recreation,  5,400 , 

10%

Land‐Based 
Recreation,  9,700 , 

17%

Restaurant,  
5,740 , 10%

Childcare,  11,893 , 
21%

Office / Medical,  
19,056 , 33%

Proposed Use of Space - Bldg 11
Total Space = 57,089

Primary Parks: 
1) Water-related 
recreation,  
2) Land-based 
recreation (biking, 
running, etc.), 
3) Recreation retail, 
4) Health & fitness, 
5) Environmental 
stewardship, 
6) Artist & Wkshop 
Space. 
 
- 5,000SF req’d for 
Water-Related Rec. 
- 5,000SF req’d for 
Artist Space.

Commercial: 
1) Meeting space,  
2) General office use,  
3) Institutional uses  
(Incl. clinical, optical, 
pharmacy, imaging, 
pediatrics, adult care 
and laboratory uses), 
4) Storage, 
5) Any others allowed 
under Land Use 
regulations and Sand 
Point Overlay. 

Other Parks & Rec: 
1) Childcare, 
2) Restaurant & Food Service. 
3) Artist & Workshop Space. 
- 5,000SF req’d for Artist 
Space. 
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Building 11 Lease Ordinance – Summer 2011 
Text from v.10a (SUBSTITUTION VERSION A) of Lease 
 
DETAILS – BUILDING USE BY CATEGORY OF SPACE 
 
2.5 Permitted Uses.   

 Establishes guidelines for and restrictions on building use, per applicable land use regulation,  
 SMC Chapter 23.60 (Shoreline Mgmt Act), and SMC Chapter 23.72 (Sand Point Overlay District).  

 

2.5.1 Primary Park and Recreation Uses.   
 Must use at least 16,890 square feet for Primary Park and Recreation Uses, with a focus on providing 

water-related recreation such as sailing, kayaking, canoeing and other non-motorized boating activities, 
and studio and workshop space for artists (“Studio Space”).   

 Also includes land-based recreation activities such as cycling, hiking, running, exercise, and sports, 
Recreation Oriented Retail Sales and Services, health and fitness sales and services, and environmental 
stewardship. 

 “Recreation Oriented Retail Sales and Services” are defined as retail sales that are consistent with and 
complimentary to recreation activities or directly support the general public’s use and enjoyment of the 
park and its amenities.   

 Recreation Oriented Retail Sales and Services shall not exceed twenty-five percent (25%) of the total 
occupiable square footage of the ground floor of the Building, except to the extent such Recreation 
Oriented Retail Sales and Services qualify as Water Related Uses under Section 2.5.4. 
 

2.5.4. Water Related Uses.   
 Based on and consistent with the Sand Point Physical Development Plan’s vision for a small watercraft 

center in the Northshore area. 
 At all times Lessee must reserve a minimum of fiveeight thousand (58,000) square feet of the ground 

floor space for water-related recreational uses , such as, limited to recreational sailing, rowing, 
kayaking, canoeing, sailboard and surfing programs, dry storage of boats, sales and rentals of small 
non-motorized boats, boating equipment and supplies,any other water-related recreational uses deemed 
appropriate and for-profit or non-profit organizations dedicated toapproved in writing by the 
preservation, education, safety or enhancement of the marine environmentParks Superintendent. 

 Water-Related Uses may include up to 3,000 square feet of retail space directly related to any item in 
this Subsection 2.5.4.   

 Additionally, at all times during the Term, Lessee shall ensure that some portion of the space reserved 
for Water Related Uses is used for the purpose of providing hand-launched non-motorized boat rentals 
on a walk-in basis to the general public.   
 

2.5.2 Other Park and Recreation Uses.   
 May use up to 18,890 square feet for Other Park and Recreation Uses.   
 Defined as childcare, studio and workshop space for artists, and food and beverage services.   
 Food and beverage services are limited to 10,000 square feet in total, and individual food and beverage 

services subtenants are further limited to 2,500 square feet. 
 

2.5.3 Permitted Commercial Uses.   
 May use up to 23,000 square feet for any use that complies with all applicable laws, statutes, 

ordinances, rules and regulations, including meeting space, general office use, institutional uses (which 
may include clinical, optical, pharmacy, imaging, pediatrics, adult care and laboratory uses), and 
storage (“Permitted Commercial Uses”).   

 Limited to the second floor of the Premises, the West side of the ground floor, and no more than 10 
percent of the building frontage and depth on the East Side of the ground floor.   
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