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[bookmark: Overview]OVERVIEW
TOPIC: A motion that would acknowledge receipt of the Harbor Island Surplussing Analysis, which was required under a budget proviso.
LEGISLATION SUMMARY 
The Council included a proviso in the 2026-2027 Biennial Budget asking the Solid Waste Division (SWD) of the Department of Parks and Natural Resources (DNRP) to prepare a surplussing analysis for the Harbor Island property. The report includes an analysis of the costs and benefits of retaining and surplussing the property, the annual real property report from SWD to the Facilities Management Division (FMD), a letter signed by the FMD Director with the division's judgement whether SWD has justified retention of the property, and an appraisal. The transmitted report appears to comply with the proviso requirements.
[bookmark: Key_Issue]KEY ISSUES FROM THE ANALYSIS
[bookmark: Amendment]No issues have been identified. The proviso appears to comply with the Biennial Budget's requirements. As required, the report includes:
Analysis of the costs and benefits of retaining and surplussing the property located on Harbor Island;
A copy of SWD's real property report submitted to FMD; 
A letter from FMD with the division's judgement on whether SWD has justified retention of the property. Of note, the letter expresses the opinion that FMD does not believe retention is justified and recommends sale of the property in its current "as-is" condition; and 
An appraisal of the property.
BACKGROUND & TIMING CONSIDERATIONS	 BACK TO TOP
Harbor Island. The Solid Waste Division purchased the former Fisher Flour Mill property on Harbor Island in 2003 for $8.5 million.[footnoteRef:1] The site consists of 12.75 acres of uplands, a rail access easement from the Port of Seattle for access to two rail lines, and 3.44 acres of tidelands leased from the Washington Department of Natural Resources. The site was expected to be used as an intermodal facility for solid waste to be exported by rail out of King County once the Cedar Hills Regional Landfill reached capacity. According to the proviso, SWD is still considering two options, waste export by rail or waste to energy, for long-term disposal. A decision is expected in late 2029 or early 2030 with the adoption of the Comprehensive Solid Waste Management Plan. [1:  Ordinance 14710. https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=551407&GUID=11C8AF4E-B5C9-4B20-9539-14741E1C7462&Options=Advanced&Search=] 

Proviso. The Council included a proviso in the 2026-2027 Biennial Budget asking the Solid Waste Division (SWD) of the Department of Parks and Natural Resources (DNRP) to prepare a surplussing analysis for the Harbor Island property. Proviso P3 from Section 110 of Ordinance 20023 stated that:
“Of this appropriation, $1,000,000 shall not be expended or encumbered until the executive transmits a Harbor Island surplussing analysis and a motion that acknowledges receipt of the Harbor Island surplussing analysis, and a motion acknowledging receipt of the Harbor Island surplussing analysis is passed by the council.  The motion should reference the subject matter, the proviso's ordinance, ordinance section, and proviso number in both the title and body of the motion.
	The Harbor Island surplussing analysis shall include, but not be limited to:
	A.  An analysis of the costs and benefits of retaining and surplussing the solid waste division property located on Harbor Island.  The analysis shall identify the intended solid waste purpose if the property is to be retained, any legal or regulatory considerations that currently prevent, restrict, or impede the property from being used as a solid waste facility or for the identified solid waste purpose, such as but not limited to permitting, zoning, or cost;
	B.  A copy of the department of natural resources and parks's 2026 report submitted to the facilities management division in compliance with K.C.C. 4.56.070;
	C.  A letter or other written narrative signed by the facilities management division manager reporting the division's judgment whether the department of natural resources and parks and the solid waste division have justified retention of the solid waste division's properties on Harbor Island or whether the facilities management division has determined that another county department has a need for the property that is related to the provision of essential government services consistent with K.C.C. 4.56.070.C.1.; and
	D.  A property appraisal for the site.
	The executive shall electronically file the Harbor Island surplussing analysis and motion required by this proviso by June 1, 2026, with the clerk of the council, who shall retain an electronic copy and provide an electronic copy to all councilmembers, the council chief of staff, and the lead staff for the budget and fiscal management committee or its successor."[footnoteRef:2] [2:  Ordinance 20023. https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7680373&GUID=B4E9E09C-A982-4A8C-A0DA-6CC195D69EE0&Options=Advanced&Search=] 

ANALYSIS	 BACK TO TOP
 Harbor Island Studios Assessment report. The transmitted report, which is Attachment A to Proposed Motion 2026-0146, addresses the required issues in the proviso.

A.  An analysis of the costs and benefits of retaining and surplussing the solid waste division property located on Harbor Island. The Surplussing Analysis indicates that if the property were to be retained, Harbor Island could be used as a waste to export facility. This option was confirmed by a 2020 study commissioned by SWD, which concluded that either rail or barge transport were technically viable options at the site. However, the analysis indicates that with complex permitting and management requirements for barge export, rail export would be the more feasible option. The analysis also indicates that the 13-acre site is not large enough to develop a waste to energy facility because roughly 40 acres is estimated as needed to handle the County's expected waste tonnage.
The Surplussing Analysis indicates that the benefits of retaining the property include providing a potential site for a publicly owned waste export facility, which was considered strategically important at the time the property was purchased. The site currently provides lease revenue of about $143,000 per month ($1.7 million per year) from the lease to Ray-Mont Logistics. The site also hosts the Harbor Island Studios facility which has not historically paid rent but has an estimated rent value of $1.4 million per year. 

The report provides that the near-term costs of retaining the property are roughly $1 million per year. These costs include $680,000 for operating costs like utilities, security, property management, and property tax and $320,000 budgeted for any emergency maintenance required. Besides these near-term costs, the analysis also indicates that SWD has already invested $1.65 million in a new roof for the warehouse and $5.1 million to demolish a derelict dock. The division also expects that dock repairs and piling replacements planned for 2031 would require an additional $22 million in capital funding. 

The report addresses the required legal, regulatory, and cost considerations that could prevent, restrict, or impede the property from being used as a solid waste facility if it were retained. While the analysis indicates that a solid waste export facility would fit within the current City of Seattle zoning, there are regulatory and cost considerations for developing the site. On the regulatory side, the site is located within the Harbor Island Superfund site, which is under a consent decree with the U.S. Environmental Protection Agency (EPA). As such, there would be significant environmental regulations, permits, and approvals needed to conduct any demolition or new construction on the property. An attachment provided to the analysis estimates 26 permits or approvals from at least 11 federal, state, local or tribal entities.[footnoteRef:3] The estimated costs for environmental assessments, permitting, and cleanup, which would depend on the levels of hazardous materials identified during the process, range from $14 million to $32.6 million. The estimated costs for demolishing the existing infrastructure, disposing and recycling materials from demolition, environmental remediation, and constructing an intermodal waste facility on the property range between $47 million and $57.2 million. [3:  Appendix B to Surplussing Analysis, Permits and Approvals Required for Development of Harbor Island Property, is Attachment 4 to this staff report.] 


The analysis addresses the costs of surplussing the property by indicating SWD would have to either contract with an existing privately-owned intermodal facility or acquire a new property in the event that the long-term disposal decision involves waste export by rail. On the other hand, the benefits of surplussing would include revenue from the sale of the property. The appraisal required in the proviso appraised the property in its current state at $22.5 million. It also indicated that the property could be valued at $45 million if all the structures were removed and all environmental contamination were remediated.
B.  A copy of the department of natural resources and parks's 2026 report submitted to the facilities management division in compliance with K.C.C. 4.56.070. The spreadsheet report from SWD was provided as an attachment to the proviso response.[footnoteRef:4]  The spreadsheet indicates that SWD did not consider Harbor Island as surplus to the agency's needs.  [4:  Appendix C to Surplussing Analysis, Custodial Real Property Form from SWD, is Attachment 5 to this staff report.] 

C.  A letter or other written narrative signed by the facilities management division manager reporting the division's judgment whether the department of natural resources and parks and the solid waste division have justified retention of the solid waste division's properties on Harbor Island or whether the facilities management division has determined that another county department has a need for the property that is related to the provision of essential government services consistent with K.C.C. 4.56.070.C.1. The Surplussing Analysis includes a letter signed by FMD Director, Lisa Pearson. The letter provides FMD's judgment that "that the Department of Natural Resources and Parks (DNRP) has not justified retention of this property, nor is there another County department that has a need for the property related to the provision of essential government services consistent with K.C.C. 4.56.070.C.1." Based on FMD's review of the environmental conditions and the significant anticipated costs, the letter goes on to state that "FMD has determined that continued ownership does not represent the highest and best use of the asset. Accordingly, FMD recommends disposition of the property in its current “as-is” condition in accordance with applicable King County policies and procedures. Current appraised value in “as-is” condition is $22,500,000."
Since the transmittal of the FMD letter and the proviso response, the July 7, 2026, Executive Office press release that announced Harbor Island Studios have been leased for one year to CREATE48 Media Network also stated "[d]ue to the cost of ongoing maintenance needs, the Solid Waste Division plans to move forward with the surplussing process over the next year to determine if there is another government or private entity who would like to purchase the space."[footnoteRef:5]  [5:  "Executive Zahilay Announces One-Year Lease for Harbor Island Studios with CREATE48 Media Network." https://executive.kingcounty.gov/2026/07/07/executive-zahilay-announces-one-year-lease-for-harbor-island-studios-with-create48-media-network/] 

D.  A property appraisal for the site. The required appraisal, which was described above, was provided as an attachment to the proviso response.[footnoteRef:6] [6:  Appendix A to Surplussing Analysis, Appraisal of Harbor Island, is Attachment 3 to this staff report.] 

Next steps. Council action on the transmitted Harbor Island Assessment Report (Proposed Motion 2026-0146) would acknowledge receipt of the report and release $1,000,000 that the budget ordinance encumbered in the Solid Waste appropriation and $100,000 encumbered in the Facilities Management Internal Service appropriation. As noted above, the transmitted report appears to satisfy the requirements in the budget proviso.
INVITED
Rebecca Singer, Division Director, Solid Waste Division, Department of Natural Resources and Parks
Lisa Pearson, Division Director, Facilities Management Division
[bookmark: _ATTACHMENTS]ATTACHMENTS
Proposed Motion 2026-0146 (and its attachment)
Transmittal Letter
Appendix A to Surplussing Analysis, Appraisal of Harbor Island
Appendix B to Surplussing Analysis, Permits and Approvals Required for Development of Harbor Island Property
Appendix C to Surplussing Analysis, Custodial Real Property Form from SWD
Appendix D to Surplussing Analysis, Harbor Island Disposition Recommendation Letter from FMD
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