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SUBJECT:  The Waterfront Streetcar Maintenance Facility Relocation Project legislative package, which consists of two proposed ordinances.
Proposed Ordinance 2005-0414 is AN ORDINANCE making a supplemental appropriation of $7,500,000 to the public transportation construction-unrestricted fund to provide additional appropriation authority in support of the waterfront streetcar maintenance facility relocation project; and amending the 2005 Budget Ordinance, Ordinance 15083, Sections 114, as amended, and Attachment B, as amended.
Proposed Ordinance 2005-0413 is AN ORDINANCE related to the Waterfront Streetcar; authorizing the sale of certain surplus county personal property, authorizing the King County executive to execute an agreement with the Seattle Art Museum for removal of the Waterfront Streetcar maintenance facility and the associated passenger station and track, and for the subsequent construction of a new passenger station and track to serve the Olympic Sculpture Park, and authorizing the temporary suspension of streetcar service until such time as a replacement maintenance facility is available.
BACKGROUND:
On October 10, the Committee of the Whole was briefed on the Executive’s proposed legislative package for removal and replacement of the Waterfront Streetcar Maintenance Facility.  This followed earlier presentations to COW and the Regional Transit Committee on Seattle Art Museum (SAM) plans to build the Olympic Sculpture Park, an 8.5-acre park on a site near the waterfront north of Broad Street.
 The park design calls for the removal of the county’s existing waterfront streetcar maintenance facility, the Broad Street Passenger Station, and the adjacent track, all of which are located on the park site.

The Executive has negotiated a proposed agreement with SAM for the removal of these facilities and construction of a new passenger station serving the Olympic Sculpture Park.  In addition, the Executive has identified the lowest-cost option for replacing the maintenance facility, which would be to lease part of the first floor of a multi-story building to be built next to Occidental Park in Pioneer Square.  The Executive has negotiated with the building’s potential developer, Center of Pioneer Square LLC, a “term sheet” to guide future negotiation of a lease-to-buy arrangement.
The Executive has transmitted a legislative package to approve the agreement with SAM and appropriate the county’s share of the new maintenance facility costs.  The package consists of the following two ordinances: 

· Proposed Ordinance 2005-0414, which makes a supplemental appropriation of $7.5 million for the Waterfront Streetcar Maintenance Facility Relocation Project, subject to certain conditions.
· Proposed Ordinance 2005-0413, which, among other things, approves the proposed agreement with SAM.
The cost of the maintenance facility would be $9 million in 2005 dollars, shared among the county ($7 million), the City of Seattle ($1 million) and the Port of Seattle ($1 million).  The City and the Port each have adopted legislation stating that they plan to contribute $1 million to this project.  The supplemental appropriation also includes funds for project development and removal and storage of the historic streetcars and equipment.
The Executive has asked that the Council act as quickly as possible on these ordinances to meet SAM’s construction schedule by vacating the existing maintenance facility on November 18, 2005 and turning over these facilities to SAM on November 23, 2005.

SUMMARY:
Proposed Ordinance 2005-0414

This proposed ordinance, if approved, would provide a supplemental appropriation of $7.5 million for the Waterfront Streetcar Maintenance Facility Replacement project (Transit CIP #A00570) (Section 1). The proposed ordinance would restrict the funds as follows:

	Amount
	Restriction

	$6.9 million
	Expenditure restricted until Council approves a lease agreement consistent with the “Term Sheet,” which provides that these funds would not be paid to the developer until a purchase option is exercised

	$500,000
	Expenditure restricted to Transit Division expenses for project development, removal and storage of streetcar equipment and vehicles, and restoration of service

	$100,000
	Expenditure restricted to an agreement for the Center of Pioneer Square LLC to assist in developing the replacement facility and to make an earnest money deposit for such assistance


Of the $500,000 for Transit Division expenses,  about 60 percent is for Transit Division staff labor and consultant design support; $82,000 is for salvaging, moving, and preparing the streetcars for storage; and $71,000 is for costs of resuming service.

The proposed ordinance would also approve the Term Sheet (“Intended Terms for Lease with Option to Purchase for Waterfront Streetcar Maintenance Facility”).  After it has been negotiated, the lease-to-purchase agreement would come back to the Council for approval.  The proposed Term Sheet includes the following main elements:
· Developer’s Proposal.  The Center of Pioneer Square LLC proposes to build a multi-story, mixed-use building east of Occidental Park between South Main Street and South Washington Street.  

· The ground floor of the building will include the maintenance facility, which will contain a shop and other facilities for streetcar maintenance, suitable rail track, and an overhead catenary system.  

· The maintenance facility will contain sufficient space and facilities to maintain and store the existing five historic streetcars.  It will be sized so that longer, modern streetcars can be maintained.

· The mixed-use building will also include residential units, retail/commercial space, and parking.

· Lease Arrangement.  The county will lease the maintenance facility starting on the Commencement Date, the day it is ready for occupancy.  

· The lease will be for a 30-year term, with an option to purchase.  Ownership will be in the form of a condominium interest.

· During the term of the lease, the county will pay initial monthly base rent that is determined according to the following formula:  Initial monthly base rent is 1/12th of the product of the agreed value of the premises ($9 million) times the capitalization rate.  

· The capitalization rate is the rate earned by the King County Investment Pool in the preceding month or 4%, whichever is greater.  Using the $9 million agreed-on value and the 4% interest rate as an example, the monthly lease payment would be $30,000.

· Option to Purchase.  The county will have a one-time option to purchase the maintenance facility by giving written notice on or before 30 days after the first anniversary of the Commencement Date.  The County intends to exercise this option.
· Closing will be between 60 and 90 days after the first anniversary of the Commencement Date, or another date if both parties agree.

· The purchase price will be $9 million plus interest earned at the capitalization rate between the Commencement Date and the closing date.  However, all monthly lease payments will be credited against the purchase price.  

· An earnest money deposit of up to $100,000 to Center of Pioneer Square LLC will also be credited against the purchase price.

· Contingencies:  Both the Center of Pioneer Square LLC’s and the County’s obligations are conditioned on four identical contingencies:

· Feasibility:  Both must be satisfied that the project is feasible.

· Plans:  Both must agree on plans for the building and the common elements of the project that support the maintenance facility.

· Entitlements:  The Center of Pioneer Square LLC shall have obtained all permits, licenses, and/or variances required for construction of the project.  The county shall provide cooperation and assistance in obtaining all necessary permits.

· Financing:  The Center of Pioneer Square LLC shall have obtained financing necessary and sufficient to develop the Project to its satisfaction.  The county shall have sufficient financing to meet its share of project costs.

These terms are structured to comply with state law permitting governments to carry out lease-to-own contracts with private developers (RCW 35.42).  This law requires that the government cannot pay any construction costs and that any lease payments must be credited against the purchase price.
The County investment in the project as proposed by the Executive is designed to achieve the transit goal of a new maintenance facility.  The proposed approach is based on the Executive’s assessment that this alternative is less expensive than other options and can be implemented more quickly.  The estimated cost of other alternatives examined ranged from $13 million to $21 million, primarily due to land acquisition, track extension, or utility relocation costs.  According to the Executive, the project would have secondary transit benefits such as sales tax revenue to the public transportation fund, an increase in the pool of potential riders when the housing units are occupied, and greater visibility for the Streetcar.

It is also the case that other project benefits, including additional market-rate housing and development of the site in a way that satisfies the community, stem largely from the private investment in the project.  The Transit Division for some time has welcomed opportunities to co-locate private developments with transit facilities – the Overlake Transit Center and Renton Transit Center are examples.  This is an unusual example because it does not involve County real property.

Pioneer Square Development Background
The mixed-use building proposal appears to have support from the Pioneer Square community and to be consistent with the 1998 Neighborhood Plan, the most recent formal statement on future development by the Pioneer Square community.  The Plan’s seven top priorities include:

· significant increases in market-rate housing, and

· development on the east side of Occidental Park.

The Neighborhood Plan’s recommendations are geared toward encouraging private investment in the neighborhood, and the overwhelming majority of expenditures for the mixed-use building are private investments in the housing units, retail/commercial space, and parking.
The City of Seattle is pursuing a zoning change that will allow the maintenance facility as a permitted use in Pioneer Square, and is also working on plans to grant a height variance to the mixed-use building.  At the Committee of the Whole meeting on October 10, City staff stated that they anticipate approval of these points later this year.
Alaskan Way Viaduct Replacement
Replacement of the earthquake-damaged Alaskan Way Viaduct and central waterfront seawall is a priority for the Washington State Department of Transportation and the City of Seattle.  Viaduct planning presumes that the Waterfront Streetcar tracks along Alaskan Way will be removed at some point.  Following completion of a multi-year construction effort, the tracks would be replaced.  During this period, the Waterfront Streetcar would not have access to the western portion of its route and the seven stops along the waterfront, so operations would not be feasible.
Given this situation, the question has been asked, why not defer the maintenance facility investment until after that period is over?  The Transit Division makes the following points in response:

· This approach ensures that a maintenance facility will be available adjacent to the streetcar line, whereas waiting would create a risk that all suitable locations might be unavailable when needed.

· The Viaduct construction schedule is uncertain and so are its impacts on the streetcar.   For example, even if funding for the project is assured, work could be staged so that it would not affect the streetcar right away.
· This approach limits the risk that future year costs may be even higher than current costs.
· This approach sends a strong signal of the County’s commitment to the Waterfront Streetcar.
For these reasons, the Executive recommends proceeding with the proposed investment.
Proposed Ordinance 2005-0413

This proposed ordinance, if approved, would:

· Authorize the Executive to execute an agreement with the Seattle Art Museum (Section 2);

· Confirm the Executive’s declaration as surplus to the county’s needs the existing Waterfront Streetcar Maintenance Facility, the Broad Street Passenger Station, and associated track located north of Broad Street and authorize their direct negotiated sale to SAM (Section 2);

· Authorize the Executive to take all necessary actions to implement the agreement, including:

· Temporarily suspending waterfront streetcar service until a replacement maintenance facility is available;

· Providing replacement bus service; and

· Requiring the Director of the Department of Transportation to restore waterfront streetcar services when a replacement maintenance facility is available. (Section 3)

The proposed agreement, if authorized by the council and executed by the Executive and SAM, would commit SAM to:

· Remove at its sole cost the existing Waterfront Streetcar Maintenance Facility, Broad Street Passenger Station, and associated track;

· Construct, at its own expense, a new passenger station serving the Olympic Sculpture Park;

· Contribute $20,000 to the costs of new track; and

· Provide the county with a perpetual right of access to the new passenger station and right-of-way.

The agreement would commit the county to vacate the existing maintenance facility and Broad Street Station by November 23, 2005.

The transmittal packet for Proposed Ordinance 2005-0413 includes a letter from the Seattle Department of Transportation confirming that the suspension of Waterfront Streetcar service would not affect the street use permit under which the county operates the Streetcar.

It is important to note that additional action by the Seattle City Council is also required for the Sculpture Park construction to proceed.  Currently pending in the City Council is:  (1) an ordinance approving a Skybridge permit; (2) an ordinance approving a Construction and Finance Agreement and an Operations and Maintenance Agreement for the Sculpture Park.
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Attachment 4
Background Information on the

King County Transit Division’s Waterfront Streetcar

The Waterfront Streetcar opened in 1982.  Metro Transit took over its operation from the City of Seattle in 1985.  In 2002, it was named the George Benson Waterfront Streetcar as a tribute to the City Councilmember who worked for more than eight years to establish it.  The Transit Division operates the streetcar and has a permit giving it right of access to the streetcar line and facilities.

The WFSC has five historic Melbourne cars from Australia, with a capacity of 43 seated and 40 standing riders.  The cars are wheelchair accessible because all the stations have raised platforms.  The cars can be operated from either end so they do not need to turn around at the end of the line.  The five streetcars, built between 1925 and 1930, have wood bodies and canvas roofs.  The barn provides dry, secure storage, which is needed to prevent moisture accumulation.

The maintenance barn is at the north end of the route, which extends from Broad Street on a dedicated track next to Alaskan Way south to Main Street.  The route then follows Main Street east to Fifth Avenue and turns south along one block of Fifth Avenue.  This terminus is across the street from Union Station and the Downtown Seattle Transit Tunnel’s International District/Chinatown Station.  There are nine stops in all – seven along the Waterfront, one on Main Street at Occidental Park, and one at the eastern terminus.

The WFSC operates 11,700 hours per year and serves an estimated 449,000 riders per year (the yearly average for Spring 2001-Spring 2004).  Total operating expenditures are about $1.3 million per year, for an estimated marginal cost of about $108 per hour.  In contrast, an hour of bus service has a marginal cost of $65-78, depending on the size and type of bus used.  One reason for the higher WFSC operating costs is that the historic Melbourne cars require two operators.

The charge to ride the WFSC is a one-zone fare (for adults, $1.50 peak and $1.25 offpeak; for children, 50 cents; for seniors, 50 cents peak and 25 cents off-peak).   Passes are accepted.  Transit Division staff estimates that farebox revenue as a share of operating expenses (the “FR/OE ratio”) is 15 percent.  This compares to an average 22 percent FR/OE ratio for the entire system.  

The original Streetcar line cost $3.6 million (in 1982 dollars), including $1 million in federal funds, $1 million from the City of Seattle, $1.2 million from a local improvement district, and $370,000 for signals from the Federal Arterial Safety Board.  The original line stopped at the south end of the waterfront on Main Street.  In 1990, the line was extended east through Pioneer Square to 5th Avenue at a cost of $6.5 million, which was paid by Metro Transit.
� Most of the OSP’s $85 million budget is from private sources, but federal, state, city, and County grants have provided a share of the funding.  The County supported the acquisition of the 10 Broad Street parcel, which is part of the park site, and the King County Arts Commission provided planning and development support.  The total County contribution is slightly more than $1.5 million.






