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SUBJECT

This briefing is one of several scheduled to discuss proposed legislation through which King County would acquire property interests within the Eastside Rail Corridor (Corridor) from the Port of Seattle (Port). This briefing will focus on the proposed purchase price and an independent appraisal of property interests within the Corridor.[footnoteRef:1]  [1:  Because this briefing relates to proposed acquisitions of real property, and public knowledge of the discussion would cause a likelihood of increased price, the Committee may need to go into Executive Session.  ] 


SUMMARY

The proposed legislative package consists of three pieces of legislation: 

	2012-0352
	Supplemental appropriation totaling approximately $1.7 million to fund immediate trail capital and maintenance needs, as well as a portion of the property acquisition cost 

	2012-0353
	Purchase and Sale Agreement authorizing the acquisition of portions of the Eastside Rail Corridor from the Port of Seattle

	2012-0354
	Reciprocal Coordination and Cooperation Covenant Agreement (RCCCA) with Puget Sound Energy 



Two additional ordinances have not yet been transmitted.[footnoteRef:2] The proposed legislative package would authorize King County to acquire the Port’s remaining interest[footnoteRef:3] in approximately 15.6 miles of the Corridor south of Woodinville, and acquire a trail easement from the Port over an additional 3.9 miles from Woodinville north to Brightwater.  [2:  The additional ordinances still to be transmitted would authorize the Executive to enter into Intergovernmental Property Transfer Agreements with the cities of Redmond and Kirkland, both of which now own property within the Corridor. The Redmond agreement was expected to be transmitted to the Council on September 20, after this report went to print.]  [3:  The Port’s interest in the Corridor varies from segment to segment depending on the real property interests that the railroads acquired when assembling the Corridor during the late 19th and early 20th centuries. In some places, the railroads acquired fee title; in others, they acquired easements. By way of shorthand, this report sometimes uses the words “fee” to encompass the entire set of Corridor real estate interests that BNSF conveyed to the Port in 2009. ] 


The County would pay the Port up to $15.8 million for these property interests. The County would be credited for the $1.903 million it paid the Port in 2009 to acquire a Public Multipurpose Easement in the Corridor, bringing the outstanding balance to $13.897 million. The County would be given 36 months to pay the Port in full and would pay interest on the outstanding balance at 2.8% compounded annually. In lieu of a portion or all of the purchase price, the County may convey real property to the Port.  Exhibit C – Surplus Property List to the proposed Purchase and Sale Agreement (PSA) lists eight properties (four of which are Harbor Bond properties) that could be considered for conveyance. If the County decided to convey property to the Port rather than pay money, the County would need to notify the Port within 24 months of closing on the County’s acquisition of the Corridor. At that point, the parties would implement a due diligence process. This process, which is described in the proposed PSA, would be dependent on an appraisal of the property that would be conveyed to the Port. 

This briefing will review an appraisal of property interests within the Corridor that was conducted by Murray Brackett, MAI, of Allen Brackett Shedd, at the request of the King County Department of Natural Resources & Parks. 

BACKGROUND

The Eastside Rail Corridor is part of a 42-mile rail corridor called the Woodinville Subdivision that was owned by Burlington Northern Santa Fe (BNSF) Railway Company and that extends from Renton to Snohomish, passing through Newcastle, Bellevue, Kirkland, Woodinville, and portions of unincorporated King County, with a spur that extends 7-plus miles from Woodinville to Redmond. 

In 2003, BNSF announced its intent to divest itself of the Corridor. The Port ultimately purchased BNSF’s interests in the Corridor from milepost 5.0 on the Main Line of the Corridor in Renton to milepost 38.4 in Snohomish County, as well as the Redmond Spur from milepost 0.0 in Woodinville to milepost 7.3 in Redmond.[footnoteRef:4]  [4:  The milepost numbering on the Redmond Spur is separate from and independent of the milepost numbering on the Main Line of the Corridor; hence, for example, milepost 5.0 on the Main Line is different from milepost 5.0 on the Redmond Spur.] 


The portion of the Corridor south of Woodinville (from mileposts 5.0 to 23.8 on the Main Line and mileposts 0.0 to 7.3 on the Redmond Spur) was railbanked under the National Trails Act, and the County became the “Interim Trail User”[footnoteRef:5] of that portion of the Corridor. In addition, the County purchased a Multipurpose Easement from the Port for $1.903 million that covered that portion of the Corridor. [5:  As the Interim Trail User, the County is subject to legal obligations imposed by Section 8(d) Rails-to-Trails Act, 16 U.S.C. § 1247(d) and 49 C.F.R § 1152.29,  as implemented through the Notices of Interim Trail Use (NITUs) for the various parts of the Corridor issued by the Surface Transportation Board (“STB”), and also the Trail Use Agreement entered into between BNSF and the County, and the STB-required Statement of Willingness to Accept Financial Responsibility (“SWAFR”). Pursuant to the Rails to Trails Act, all interim uses of railbanked corridors are subject to reactivation of potential interstate freight rail service.] 


Ordinance 16084, which the Council passed in May 2008, established the principle of dual use for the Corridor: the Corridor would be reserved for commuter and non-interstate freight rail purposes, as well as public trail purposes that provide for both recreational and alternative transportation uses. This principle has remained a policy lens for briefings and analytic review of subsequent proposed agreements and plans. 

In November 2009, in recognition of the regional value of the Corridor, the County and the Port along with Sound Transit, the City of Redmond, Puget Sound Energy, and the Cascade Water Alliance, signed a non-binding Memorandum of Understanding (MOU). The MOU envisioned a multi-party approach to protect the dual use of the Corridor and determine the ownership interests along it.

The partners in the MOU anticipated that each of them would purchase some form of interest in the Corridor from the Port. Table 1 on the next page shows the anticipated contributions based on the 2009 non-binding MOU, as well as the actual and proposed amounts expended.



TABLE 1
Conceptual, Actual, and Proposed Property Interest Purchases

	
	Anticipated 
2009
	Actual + Proposed 2012
	Interests Purchased

	Port of Seattle original purchase price 
	$81.59 million
	$81.59 million
	Main Line mileposts 5.0-38.4 
+ Spur mileposts 0.0-7.3

	King County
	Up to 
$27.5 million[footnoteRef:6] [6:  Total includes $1.9 million paid for easement, was anticipated to cover fee purchase of Corridor.] 

	Proposed:
Up to $15.8 million[footnoteRef:7] [7:  Total includes $1.9 million paid for easement, would be based on appraisal of property interests to be purchased.] 

	Current: Multipurpose easement south of Woodinville
Proposed: Fee interest south of Woodinville where owned by Port + trail easement Woodinville to Brightwater

	Puget Sound Energy
	$13.7 million
	$13.5 million
	Utility easement on all of corridor, but not in City of Redmond-owned area

	Sound Transit
	$13.7 million
	$13.8 million
	Transit easement south of Woodinville + Fee interest on Main Line 12.4-13.5

	Cascade Water Alliance
	$9.17 million
	--
	--

	City of Redmond
	$8.25 million
	$10.0 million
	Fee interest on Redmond Spur 3.4-7.3

	City of Kirkland
	--
	$5.0 million
	Fee Interest on Main Line 14.8-20.3

	Total anticipated contributions from partners
	$72.32 million
	$58.1 million
	

	

	Port of Seattle remaining ownership investment
	$9.27 million
	$23.49 million
	Proposed: Retain ownership of Main Line north of Woodinville (23.8-38.4)



ANALYSIS

The proposed legislative package would complete the County’s acquisition of an ownership interest in the Corridor as contemplated in the 2009 MOU. Through the proposal, the County would: 

· Acquire the Port’s remaining fee interest in approximately 15.6 miles of the Corridor, covering:
· The areas of the Main Line between mileposts 5.0 and 23.8 not already owned by Kirkland or Sound Transit; and 
· The area of the Redmond Spur not owned by Redmond.

· Acquire a trail easement over approximately 3.9 miles of the Corridor north of Woodinville (mileposts 23.8 to 27.4) in the Northern Portion that is currently being used for freight transit. The trail easement would be subject to (junior to) the existing freight rail easement and other existing uses of the Northern Portion.
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Today’s focus is to detail for the Committee the proposed purchase price, which stems from an independent appraisal conducted by Murray Brackett. Because the information relates to the purchase of real estate, most of this review may need to be in Executive Session.

NEXT STEPS

The staff team will continue to analyze the proposed legislative package for Committee consideration. Subsequent analysis will address: 

· Corridor management, coordination and master planning
· Crossings
· Interrelationship with the County’s Comprehensive Land Use policies
· Principles of dual use
· Doctrine of merger
· Regional trails coordination, including trail planning, development, operations and maintenance, and signage
· Environmental issues
· Supplemental appropriation (2012-0352)
· Purchase & Sale Agreement (2012-0353)
· Puget Sound Energy RCCCA (2012-0354)
· City of Redmond Intergovernmental Property Transfer Agreement (once legislation is transmitted)
· City of Kirkland Intergovernmental Property Transfer Agreement (once legislation is transmitted)
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