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SUBJECT: This Motion would authorize the Executive to issue a request for proposals (RFP) for the sale and redevelopment of county-owned property on the north side of  Lake Union in Seattle and the relocation of transit maintenance activities currently located there.  
BACKGROUND: The legislation comes in response to a 2005 Budget proviso:
No portion of the funds appropriated for CIP project A00025, Operating Facilities Improvements, shall be expended for the issuance of an RFP for the sale of the north Lake Union property currently occupied by the transit maintenance facility or for pre-design of a replacement maintenance facility until the Executive has submitted and the Council approved by motion a request for proposal (RFP) for the sale of the north Lake Union property. The RFP should include an option for sale of the property without the provision of a replacement facility by the proposer.

The Executive proposes to issue the RFP in early February and select a proposal in early May, with the actual sale of the property contingent upon Council approval.

The 1.7 acre property (also referred to as the upland parcel) is currently owned by the Transit Division and is one of two bases for its facilities maintenance operations. Building and mechanical systems maintenance crews operate out of the Tukwila bus base while the maintenance functions based at North Lake Union include:

· shelter and bus zone cleaning and sign installation;

· cleaning, landscaping, signage, snow removal and garbage collection at bus bases, park-and-ride lots, transit centers, tunnel stations and other Transit Division facilities;

· repair and maintenance of tools and equipment, and 

· preparation of bus zone signage. 

The Transit Division also owns an adjacent 1.3-acre property (the waterfront parcel) which is not proposed to be sold at this time.

The Executive’s interest in exploring the possible sale of the property comes in response to a developer’s unsolicited 2003 purchase offer of cash and a replacement facility for the transit maintenance functions currently housed at Lake Union. In recognition of the significance of this property, the Council adopted a 2004 budget proviso that established a process for working with a stakeholder group to develop a “North Lake Union long-term vision” prior to any property sale. 

At the conclusion of that process, the Transit Division presented a master plan for future disposition of three county-owned parcels on the north side of Lake Union to the Transportation Committee in September 2004. A majority of the stakeholder group recommended that the upland parcel be preserved for future development as a public community facility, with Metro Transit continuing its current activities there in the interim. The Transit Division’s recommendation was to dispose of the upland parcel where its maintenance shops are currently located, provided that a replacement facility is provided elsewhere by the purchaser.  

Replacement Maintenance Facility

The Transit Division was preparing to release an RFP to solicit property sale/replacement facility proposals when the Council adopted the budget proviso calling for prior Council review. That step was taken to ensure that the Council had an opportunity to consider the underlying presumption that it was necessary to purchase land and construct a new facility if the maintenance operations at North Lake Union are to be relocated.

The Council generally evaluates proposed capital expenditures and balances them against other Transit needs during its annual review of the Six-Year Transit Capital Improvement Program.  Although a replacement facility has been studied since the developer proposed it in 2003, the recently-adopted 2005-2010 Transit CIP has no project that would provide any basis for the Council to evaluate this investment of transit resources. Nor does the Transit Division have a facilities master plan that would permit the Council to consider whether there were other more efficient and cost-effective relocation options, including the use of existing Transit properties.

The proviso requirement that the RFP “should include an option for sale of the property without the provision of a replacement facility by the proposer” was designed to maintain the Council’s latitude of action and assumed that, if the Executive ultimately transmitted a sale proposal involving cash and a replacement facility, it would be accompanied by a thorough analysis of relocation alternatives. 

As it is currently structured, the proposed RFP is very unlikely to provide the Council with viable alternatives to a bundled cash and replacement facility purchase proposal. 

Cash-Only Proposals: Minimum Offer Requirement

The RFP offers two alternatives to anyone interested in submitting a proposal to purchase the Lake Union property:

1. offer at least $3M in cash and a replacement maintenance facility elsewhere, or

2. offer at least $11M in cash.

The $11M minimum cash-only requirement reflects two assumptions: 

· the North Lake Union maintenance functions cannot be relocated to a bus base or other existing Transit facility, and

· a new maintenance facility cannot be provided for less than $8M.

Though the Council has never been presented with any analysis to support these assumptions, the $11M threshold is applied to the cash-only alternative as though they were demonstrated facts. At this early stage in the planning and pre-design process, the $8M replacement facility cost estimate cannot be considered reliable. The North Lake Union facility was constructed on a 1.7-acre sloping site in the 1920s as a tank farm and later converted to its current function, reusing the original buildings and site plan, minus the fuel storage tanks. Presumably, a newly constructed replacement facility could make more efficient use of a site, but the $8M estimate assumes a minimum of 2.3 acres. It is assumed that $2.5M of the cost would be for land, but this is the appraised value of a specific parcel and may not be representative of equally acceptable parcels elsewhere. Assumptions such as these can be examined prior to Council action on a proposed sale in mid-2005, but issuing the RFP in February with a $11M cash-only minimum could preclude all cash-only offers. It is not clear why any minimum is needed for cash-only proposals. The Transit Division explains it as necessary “to ensure that the county would not lose money by using the RFP process” but, at this point, it is not possible to know if $11M is the true value of the developer’s proposal that initiated this process.

As it is currently structured, the RFP might limit the Council’s latitude in another way. Even if the Council were to determine that the greatest transit benefit would result from a cash-only sale and consolidation of maintenance functions at existing Transit properties with the balance of the sale proceeds devoted to other transit needs, the highest value RFP response may not offer that option if it is based on a new maintenance facility, leaving less cash to devote to other transit needs.  Unless bundled cash/replacement facility proposals are accompanied by all-cash equivalent offers, the RFP’s structure may effectively predetermine the outcome of any subsequent replacement facility needs analysis.

Evaluation Matrix

A site evaluation matrix is attached to the proposed RFP for use in rating replacement facility proposals. Specific sites will be assigned points based on seven criteria:

· adequate acreage

· site issues (parking, circulation etc.)

· site access

· access to I-5 and SR 99

· nearest residential

· land use and zoning

· neighborhood compatibility

Each site receives from 4 points (suitable) to 1 point (not suited) in each of the criteria and must score at least 25 out of 28 in order to be considered further.

This matrix raises a number of questions:

· Why is there no weighting of points? Is Neighborhood Compatibility as important as Adequate Acreage? 

· What is the true minimum acceptable acreage? According to the matrix, the minimal need is 2.3 acres and yet the 1.7-acre site of the current facility receives a rating of 3 (passable or make passable with rework).

· Why award any points at all when a site is rated “not suited”? A seriously undersized site receiving 1 point for acreage and the maximum in the other criteria would have enough points to move on to further consideration.

· How will points be awarded in the Nearest Residential and Neighborhood Compatibility criteria? The Minimal Needs cells for these criteria are left blank in the matrix, providing no guidance to a proposer seeking to qualify a site.
· Why is the Nearest Residential criterion necessary at all? Compatibility of activities is addressed during the land use and zoning process.  

· Why is the Neighborhood Compatibility criterion necessary? Traffic is addressed by the Site Access criterion and compatibility of activities is addressed by zoning.

Lake Union Property Redevelopment Conditions

The RFP attaches conditions to the redevelopment of the Lake Union parcel after it is sold. These are aimed at addressing environmental concerns and ensuring compatibility with the South Wallingford community. A number of these conditions will likely lower the purchase price by limiting redevelopment options or imposing additional costs:

North Lake Union Master Plan Among the county’s goals listed in the RFP is one of ensuring “that the future development and use of the North Lake Union Upper Parcel are consistent with Metro Transit’s Master Plan for the parcel.” That plan, initiated by the Council’s 2004 budget proviso that set up the stakeholder process, was presented to the Transportation Committee in September 2004 but has not been formally transmitted for Council review and adoption. Consistency with this plan requires only that a project fall within any of seven use categories: community center; watershed/aquatic center; transit shops co-located with other uses; private commercial/industrial; private mixed-use; private residential mixed use, or continuation of current use.

· This is a very broad range of uses and it is not clear that it prohibits any use that would be allowed under the zoning but, to the extent that it does limit a purchaser’s options, it may reduce the purchase price. 

· It is not clear how the goal of plan compatibility would be secured. The RFP anticipates that proposers will submit detailed redevelopment plans, but there is nothing to compel the purchaser to actually follow through once the property is sold and is subject only to the City of Seattle’s land use and zoning regulations. 

Contaminated Soil  In 1999 King County and the former property owner (Chevron) entered a consent decree with the Washington State Department of Ecology to clean up the soil contamination stemming from the site’s historic use as a petroleum storage facility and sign shop. The RFP requires that contaminated soil removed from the site must be treated by “an approved thermal desorbtion method”. This method is more expensive than some others and could reduce the purchase price unless it can be demonstrated that this requirement also limits the county’s potential liability.

Building Height Variance  The RFP states that a deed restriction shall run with the property to prohibit subsequent owners from applying for a variance to the 45-foot height limit of the current zoning even if the proposer seeks and is granted a rezone that would allow a taller building. To the extent that this deed restriction limits the purchasers options, it could be reflected in a lower purchase price.

Green Building Standards The RFP requirement that redevelopment proposals achieve a Green Building Rating System standard of Silver raises a number of issues: 

· It is not clear how the county can ensure that this requirement is actually implemented. 

· County experience with the Green Building Rating System has shown that it is difficult to apply to special purpose buildings.

· The Executive-proposed Green Buildings Standards for the county require that projects receive certification without specifying a particular rating. A Silver rating is a higher rating that would likely increase redevelopment costs more than other qualifying ratings.

· To the extent that this requirement adds to the cost of redevelopment, it could be reflected in a lower purchase price.

REASONABLENESS: Until the issues discussed in this report are resolved and the Council can be assured of an RFP that is structured to provide it with a range of sale options, this legislation does not appear ready for committee action.
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