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REVISED STAFF REPORT
	Proposed Substitute Ordinance 2014-0488.2 authorizing the King County Prosecutor’s Office to condemn certain property located at 915 Howell Street, Seattle, WA passed out of committee with a “do pass” recommendation on February 18, 2015. The ordinance was amended in committee to clarify that the King County Council deems expansion of the Washington State Convention Center to be for county purposes, and to provide further clarity that the condemnation-related costs will be paid for by the WSCC by attaching the agreement between the King County Prosecutor’s Office and the WSCC PFD.


SUBJECT:

A proposed ordinance authorizing the King County Prosecutor’s Office to condemn certain property located at 915 Howell Street, Seattle, WA on behalf of the Washington State Convention Center Public Facilities District to facilitate the construction of the new convention center expansion located in Council District Four.

SUMMARY
The Washington State Convention Center (WSCC) in Downtown Seattle is operated by a Public Facility District (PFD) and supported by a dedicated revenue stream from the lodging tax and profits from WSCC operations. The PFD identified a need to expand the current convention center in order to remain competitive in attracting convention business and increasing economic activity for Washington State and King County.
The PFD identified a site near the existing convention center located between Howell Street, Sixth Avenue, Pine Street, and Boren Avenue in Downtown Seattle as the preferred location for expansion (see Exhibit A of Attachment 6). The PFD began assembling the property for the expansion in 2013 in order to meet its targeted timeline of starting construction in 2017.
The WSCC PFD has been unable to reach successful negotiations for purchase of one property needed for the proposed expansion, a 4,125 square foot parcel of property located at 915 Howell Street and owned by the Kollias Family LLC. Additionally, the PFD is currently in negotiations with King County, Sound Transit and WSDOT for acquisition of the adjacent transit facility. Those negotiations are ongoing. Washington State law (RCW 36.100.240) authorizes King County to acquire by condemnation property or property rights that may be necessary to carry out the purposes of the PFD. This proposed ordinance would authorize the King County Prosecutor’s Office to condemn the Kollias property on behalf of the WSCC to facilitate the construction of the WSCC expansion.
BACKGROUND
History of the Washington State Convention Center
The WSCC was first established when a nonprofit corporation was formed by the Washington State Legislature in 1982 to design, construct, promote and operate a convention and trade center. The WSCC opened for its first event in 1988.
By the early 1990s, increasing demand for exhibition space spurred plans to effectively double the available event space by building an adjoining and connected facility to the north across Pike Street, which opened in 2001. Upon completion of the expansion the Convention Center had 206,000 square feet of exhibit space, 57,000 square feet of meeting room space, and 45,000 square feet of ballroom space.

It is estimated that over the first 25 years of its operations, WSCC contributed nearly four billion dollars to the state's economy in the form of convention delegate spending. (http://www.wscc.com/about-wscc/wscc-story).
WSCC expansion plans and PFD formation
By 2008, growing demand for convention space again ignited conversations about expansion, with the WSCC conducting preliminary feasibility studies to determine the need for expansion.
In 2010, the Washington State Legislature enacted Substitute Senate Bill 6889, which authorized King County to create a PFD to acquire, own and operate a trade and convention center transferred from a public nonprofit corporation.  That same year, the Metropolitan King County Council passed Ordinance 16883 which created the WSCC PFD and appointed the nine-member board of directors.
In January 2011, the PFD completed all of the required actions to transfer the WSCC from the nonprofit to the PFD including forming a new board of directors, selling approximately $314 million dollars in bonds for the defeasance of WSCC state debt, and transferring WSCC debt and assets to the PFD (Report on Public Facilities District Activities in preparation for Transition, 12/1/2010)
The WSCC PFD has identified a timeline for the expansion project that began property assembly in 2013 in order to begin construction in 2017 and open in 2020. The WSCC’s planned expansion would consist of exhibit halls on two floors totaling approximately 250,000 square feet, 125,000 square feet of meeting rooms, a ballroom of at least 60,000 square feet, below-grade freight loading for approximately 30 trucks, and the option for Metro bus layover parking.

The expansion is projected to cost approximately $1.4 billion and will be funded by the PFD through cash and bonds backed by the lodging tax, a dedicated tax stream to the PFD.

WSCC expansion property needs

The PFD board has identified parcels between Howell Street, 6th Avenue, Pine Street, and Boren Avenue in Downtown Seattle as the desired location for expansion. Property within that area was owned by Honda, King County, Sound Transit, Washington State Department of Transportation, and the Kollias Family LLC.
The PFD acquired the Honda parcels in late 2013. WSCC is currently in negotiations with King County to acquire the County-owned Convention Place Station. On January 22, 2015, the Sound Transit Board declared the Sound Transit parcel surplus and authorized negotiations for sale of the property to the WSCC PFD (Resolution R2015-02). WSCC anticipates purchasing the property. WSCC has asked WSDOT for the ability to lease the land under and over the I-5 express lane ramps.
Property condemnation and the Kollias property
In 2013, the PFD board began negotiations for purchase of the 4,125 square foot Kollias property, located at 915 Howell Street in Seattle, but has been unable to reach a successful conclusion to negotiations.

In a letter dated August 15, 2014, the WSCC PFD offered the Kollias Family LLC. $2,900,000, or approximately $703 per square foot, for the property. This was significantly higher than the WSCC’s appraised value of the property and the $650 per square foot price paid for the Honda property, which was more developable due to its larger size. In an email dated September 17, 2014, a representative of the Kollias Family LLC. countered with an asking price of more than $400 per square foot above the WSCC’s offer.
On September 23, 2014 the WSCC PFD exercised its authority under RCW 36.100.070 and passed Resolution 2014-9 requesting King County to commence condemnation proceedings on behalf of the Washington State Convention Center to acquire real property necessary for its Expansion Project.
RCW 36.100.240 authorizes King County to acquire by condemnation property or property rights as may be necessary to carry out the purposes of a public facilities district to acquire, own, and operate a convention and trade center. Proposed Ordinance 2014-0488 would authorize the King County Prosecutor’s Office to condemn the Kollias property on behalf of the WSCC PFD.
ANALYSIS
Fiscal impact

Approval of this ordinance would have no fiscal impact to King County as the ordinance stipulates that the WSCC PFD would pay all costs associated with the condemnation proceedings. 
Need for condemnation

RCW 36.100.240 authorizes acquisition of property by condemnation as may be necessary to carry out the purposes of the WSCC PFD. 
The WSCC identified the need to expand the current convention center in order to compete for and attract convention business to Washington State. According to Visit Seattle, the WSCC turned down $1.6 billion in business in 2014 due to lack of space.

According to the WSCC, several possible locations were examined, and the Pine Street location was identified as the preferred site for the following reasons:

· Proximity to the existing convention center—other cities have experienced greater success with convention centers located within one area rather than spread out at different locations due to the increased convenience to customers and higher brand identify.

· Availability of property—at the time of selection, the Honda properties on Howell and Boren were placed on the market and Sound Transit was planning to surplus its property at Sixth and Howell.  The largest parcel was owned by King County, another public entity.

· Proximity to Interstate 5 and the Downtown core—easy access to freight corridors (Interstate 5), public transportation, restaurants, and hotels contributes to the success of convention centers by increasing the convenience for convention goers and hosts.

Satisfaction of condemnation requirements per Chapter 8.08 RCW
If the King County Council chooses to exercise its authority to acquire property by eminent domain on behalf of such public facilities district, it must do so pursuant to the procedures set forth in Chapter 8.08 RCW.
Prior to final action, this proposed condemnation is required by state law to be noticed for at least fifteen days before the final action through publication for two consecutive weeks in the Seattle Times and mailed by certified mail to each and every property owner of record as indicated on the tax rolls of the county to the address provided on such tax rolls. The Clerk of the Council has begun undertaking these notice requirements for a public hearing scheduled no earlier than March 2, 2015.

In order to meet the public use requirements under state law, the condemnation must be directly or indirectly, approximately or remotely for the general benefit or welfare of the county or of the inhabitants thereof. According to the WSCC PFD, the condemnation is necessary for construction of the Washington State Convention Center expansion, which will generate significant economic activity for the state and county. The addition is expected to increase out-of-state spending brought in by the WSCC from $300 million annually to $500 million annually. It is also expected to create about 2,400 new convention center jobs and 6,000 construction jobs, as well as additional jobs in the hospitality industry. The additional economic activity from the WSCC expansion is also expected to generate additional tax dollars for the state and county.
Legal review
Council legal counsel reviewed this ordinance and recommended an amendment to clarify the benefits and cost allocation of this action.
