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Why Are We Here?

Future City Hall / Civic Center Challenge
Present an overview and distinguish between alternative 
project delivery methods:

1. Traditional Design-Bid-Build
2. Alternative Design-Build / Lease-to-Own

Both methods are available to the City of Shoreline
Discussion of Advantages & Disadvantages



Traditional Design-Bid-Build 

Advantages
Commonly used for public works projects
Process universally understood
Roles of public owner, architect, and general 
contractor are clear
Created in the 1930s-1940s to: 

Avoid corruption
Foster competition

Least expensive debt financing



Traditional Design-Bid-Build

Disadvantages
Difficult to manage / cumbersome
Slow

Protracted development cycles
Long delivery times

Change orders common and expensive
Final project costs known only at end
Private sector rarely uses this approach, for these 
very reasons



Design-Build / Lease-to-Own

Advantages
Procurement process allows City to consider 
factors in addition to price
Enhanced communication
Simplified process / single point of responsibility
Development contract incorporates all design and 
construction elements
Guaranteed Maximum Price (“GMP”)



Design-Build / Lease-to-Own

Advantages Continued
Appropriate alignment of of incentives and 
disincentives
Collaborative design and budgeting process 
eliminates change orders
Transfer of construction risk to private sector



Design-Build / Lease-to-Own

Disadvantages
Greater “belt & suspenders” upfront effort
Selecting right developer / developer team is very 
important
Requires a different contractual and management 
approach
Lacks widespread familiarity
However, over $750,000,000 in Washington State 
projects since 1996

Every project on time or early
Every project on budget or under



Comparison – Financing

Design-Bid-Build

General Obligation Bonds 
(G.O. Bonds)
Voter approved bonds
Non-voted approved 
bonds
Bonds are tax exempt
Cheapest Debt
Prevailing Wage Project

Design-Build / Lease-to-Own

RCW 35.42.010-220
Certificates of Participation
63-20 bonds
Debt is tax exempt
May be 5-10 basis points 
higher 
Prevailing Wage Project



Process & Steps Timeline (Flow Chart)

Create a basic vision / Establish project objectives
Issue a Request for Qualifications / Rank & Shortlist
Issue a Request for Proposals / Rank & Select Developer
Prepare a predevelopment budget and schedule
Manage the collaborative predevelopment process

Schematic design
Design development
Public participation

Transfer construction risk to private sector
Brief City officials / Ongoing updates



Public Participation
Design-Build / Lease-to-Own enhances public participation
Collaborative pre-development period is ideal for hosting 
public participation forums
Citizen input and ideas can be prioritized and budget impacts 
quantified
Developer has no reason to resist – its interests are aligned 
with City interests until GMP
City officials make ultimate project decisions
City officials will be able to demonstrate how budget impacts 
informed their decisions
Citizens will know and understand



King Street Center
$78 million project delivered under 

budget and on time with an extreme fast 
track delivery schedule;  

23 year flat NNN rate at $18.50 / s.f.

Project will be conveyed to King County at 
the end of the lease / finance term;

King County saved at least $20 million;

Awards include:

EPA Energy Star Label (2001)

LEEDS Gold Certification (2004)

BOMA sponsored TOBY award 
(2005)

Angle structured project deal



Issaquah District Courthouse

$5.9 million project utilizing Certificate 
of Participation (COP) tax exempt 
financing.

Delivered on budget under an ultra fast 
track delivery schedule.

Award winning design.

Construction loan privately financed.

At retirement of the bonds, 
ownership of the facility will transfer 
without cost to King County.

Angle structured project deal.



Green River Community College

22,600 s.f. facility.

Development and purchase deal 
structure.

State Treasurer sells COPs on behalf 
of Green River Community College.

Phase I at full capacity by 2007.

College applying for $20 Million for 
Phase II. 

Angle structured deal.



Broadway Office Properties
401 Broadway (aka Pat Steel Building) 

is a $62 million project delivered ahead of 
schedule and $1.8 million under budget.

156,800 square foot office building, with a 
three level underground parking garage 
containing 298 parking spaces.

Office Development of the Year award 
(2004) by the National Association of 
Industrial and Office Properties (NAIOP).

Offices / Clinics  for Harborview Medical 
Center.

Project will be conveyed to King County at 
the end of the lease / finance term.

Angle structured project deal.



KC Office Building at Goat Hill

This is the second of two phases.  The first 
phase was a parking garage with almost 700 
stalls.  The second phase is an office tower of 
approximately 300,000 s.f., anticipated to be 
LEEDs Silver Certified. 

These facilities were constructed on King 
County property.   Together they were 
developed by means of a Design-Build 
lease / leaseback-to-own deal structure. 

The procurement methodology utilized an 
innovative RFQ / RFP formula, looking at best 
value as the ultimate criteria for selection. 

Angle structured project deal.



Redmond Community Properties
$39 million project to construct a new City 

Hall and 530 space parking facility for The 
City of Redmond, Washington.

Cost savings from the financial 
structure helped justify the construction 
of a building sized to accommodate the 
City of Redmond’s projected office needs 
for the next 20 years.

The building was constructed on land 
leased from the City of Redmond; and the 
completed project will be leased to the City 
for the term of the debt.

At retirement of the bonds, ownership of 
the facility will transfer without cost to the 
City of Redmond.



Tumwater Office Properties
$57 million project delivered two 

months early; $1.2 million dollars savings 
returned to State.

207,000 square foot, four story, class A 
office building in Tumwater, Washington.  
Surface parking lots will accommodate 
approximately 770 parking spaces.

The building will be leased to the State of 
Washington housing Department of 
Corrections & Department of Transportation.

Project will be conveyed to State of 
Washington at the end of the lease / finance 
term.



Benefits

Approval Authority: Local government maintains complete 
control and approval authority

Timeliness: Projects can be delivered much more quickly

GMP: Guaranteed maximum price

Development Risks appropriately shared
Interest rate / Finance risks
Lease-up risk
Development / Construction risks are shifted to the private 
sector



Benefits

Flexibility: Deal appropriate trade-offs regarding budget, schedule, 
and quality

Ultimate Ownership
Public ownership at the end of the financing term

Development & Market Expertise
Design-build coordinator
Negotiated Contracts

Project Appropriate Incentives and Disincentives



Benefits

Open Book: Open book and subject to audit

Avoids
Delays
Changes
Claims
Litigation



Conclusion

Projects have included:
Office Buildings, Municipal Facilities
Parking Garage, Student Housing

Washington State Projects = $750 million Design-Build / 
Lease-to-Own projects since 1995

Projects delivered:  
On Time
On Budget
Minimal Risk


