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SUBJECT: The proposed sale of the Transit Division’s North Lake Union Maintenance Facility and relocation of the maintenance crews based there 
BACKGROUND: The Executive is seeking authorization to sell a parcel of land adjacent to Lake Union in the Wallingford neighborhood of Seattle. The property is currently occupied by a Transit Division’s North Lake Union maintenance facility (NLU) and has been declared surplus on condition that the maintenance crews can be relocated elsewhere as part of the sale.  No other county agency has expressed interest in the property.

The Executive proposes to sell the property to the Touchstone Corporation in return for $3M and a new maintenance facility constructed to the Transit Division’s specifications at another, developer-provided, site. If the sale is approved, the maintenance crews would move from Lake Union to the new facility in the second quarter of 2008.

A community stakeholder group was created in response to a 2004 budget proviso to recommend a “North Lake Union long-term vision” focusing on “transportation infrastructure and land uses that link North Lake Union to other subareas.”  The stakeholder group issued a number of recommendations, with the majority position advocating the continued use of the property as a Transit maintenance facility in the near-term while exploring options for its sale and development as a community facility. The minority recommendation was to proceed with the proposed property sale. Informal contacts with the City of Seattle in 2004/2005 indicated that the City had no plans to acquire and develop the property as a community facility.

While the Executive proposed that a replacement facility be required as part of the purchase price, the Council expanded the property sale request for proposals (RFP) to allow for all-cash offers. The RFP was issued in May 2005 and, in addition to the Touchstone cash-and-replacement-facility offer, valued by the Transit Division at between $10M and $13M, the Renova Corporation responded to the RFP with an all-cash offer of $4.4M.

At the Council’s request, the Transit Division examined the potential for relocating the Lake Union maintenance crews to other Transit-owned properties and submitted its alternatives analysis report in August 2005. The report considered relocation options that kept the entire Lake Union group intact at a new site as well as options that dispersed the crews between several sites.  

LEGAL CONSIDERATIONS

There are two major legal considerations involved in the proposed transaction between the county and Touchstone:

Consent Decree

The Transit Division’s North Lake Union property, which the Executive proposes to sell, is subject to a three-party consent decree dated November, 1998, between the Washington Department of Ecology (DOE), King County and the Chevron Corporation.  The consent decree includes a plan for addressing contamination of the property and an adjacent parcel to the south, also owned by the Transit Division.  The plan was approved by the DOE and any changes to the plan would require DOE approval.  Executive staff advised that the plan has been implemented and the remaining responsibilities for the county and Chevron involve ongoing monitoring.

If the upper parcel were to stay in county ownership, conditions on the property would not change and the terms and agreements involved would remain in effect.  If this property were sold to Touchstone and developed as Touchstone plans, excavation would be done on the property.  This excavation would disturb the currently capped soils and could result in uncovering new or different sources of contamination.  

Council staff research continues on the impacts of the planned excavation on the county’s responsibilities and potential liability under the consent agreement.  

Converting Sale to Cash Terms

The Touchstone RFP response was chosen as the best in part because the proposal includes an agreement that Touchstone would purchase land and build a facility to replace the maintenance facility currently located on the North Lake Union Upper Parcel.  The question remains whether the Transit Division needs a new maintenance facility or if staff can be relocated to existing county properties.

In conjunction with the council-requested study of alternatives to the proposed replacement facility, staff has explored the question of whether an all-cash offer could be sought from the Touchstone Corporation consistent with the terms of the earlier RFP. The Prosecuting Attorney’s Office has advised that the County could seek an all-cash transaction if it is determined that that is preferable to a new maintenance facility as proposed by Touchstone.  The county would not have to reissue the RFP, but should give both RFP responders the opportunity to submit all-cash offers.

Analysis continues on this issue.

VALUE OF THE TOUCHSTONE PROPOSAL

Prior to receiving the unsolicited 2003 purchase offer from the Touchstone Corporation, the Transit Division investigated the potential for selling the NLU property and relocating the maintenance crews elsewhere. The conclusion of that analysis was that “permanent relocation of the Lake Union Facilities will likely cost more than the value of the land that the facility currently resides on.” In abandoning the idea in 2002, the Transit Division concluded that, since the NLU facility would continue to meet their needs for the foreseeable future, there was no compelling reason to relocate the maintenance crews. 
The Transit Division was willing to consider the Touchstone offer that arrived the following year because it appeared to be worth substantially more than the $4.4M appraised value of the property. During the Council’s 2005 review prior to the issuance of the RFP, The Transit Division stated that the value of Touchstone’s combined cash and replacement facility offer was $11M. The Transit Division is currently estimating the value of the Touchstone offer at between $10.5M and $13.7M. 
It is not clear whether that estimate fully captures the effect of the currently overheated local construction climate. Recent County experience with rapid cost escalation on other major construction projects illustrates that volatility. According to Transit Division staff, the Touchstone proposal submitted in response to the May 2005 RFP is still in effect. 
While the Touchstone offer clearly answered the question of whether the property sale proceeds would be sufficient to cover the cost of relocating the maintenance crews, it raised another question: If the sale would generate such substantial revenue for the Public Transportation Fund, should it be used to purchase land and build a major new facility for maintenance crews that spend the great majority of their time in the field….or are there more pressing transit needs? To consider that question, the Council would need to know the value of the Touchstone offer.
Determining the value to the County of the Touchstone offer is complicated by the fact that it is a combination of $3M cash and a replacement facility to be constructed by Touchstone on land purchased by Touchstone. The Transit Division has provided low and high-end estimates (attached) of what it would cost King County to acquire a site and construct a replacement facility. Staff will continue to work with the Transit Division to develop an estimate of the value of the Touchstone proposal adjusted to reflect the considerations described below.

Space Requirements
The proposed 23,000sf Touchstone replacement facility is 15% larger than the NLU facility even though that facility, with 19,000sf of interior space, is not being used to its fullest capacity now.

· The floor area devoted to carpentry is entirely unrelated to the work of the shelter cleaners, heavy equipment operators, landscapers and sign installers based at NLU. Carpentry crews work almost entirely on interior of Transit Division buildings. The NLU carpentry shop handles occasional overflow from the Transit Division’s main carpentry shop, which is located elsewhere.

· Archive storage takes up 4,800sf at NLU and the new facility would replace 2,000sf of that. It is not clear why space should be devoted to this at either facility rather than using the County’s central archive storage. The central archives facility is currently at capacity but, presumably, when new archive storage is developed, it would be sized to absorb satellite storage such as this.
· There is considerable unused space in the area set aside for storage of bus zone signage materials such as the route information kiosks at downtown bus stops. 

· A substantial portion of the replacement facility (more than 2,000sf) is programmed for the sign crew, a satellite function of the main sign shop at the South Maintenance Facilities complex. The Transit Division’s alternatives analysis (discussed below) indicated that the NLU sign crew could be relocated to South Facilities for $53,000, considerably less than the cost of moving them to the Touchstone site or any other alternative considered.

There are functions (sign installation, archives, carpentry) located at NLU not because they need to be there but because there is space available. That may be a cost effective use of extra space at a site originally designed for fuel storage and later converted to a maintenance facility, but it does not follow that a newly-constructed maintenance facility should continue to house these peripheral functions.

A space programming document for the replacement facility (attached) does not appear to reflect the actual usage of the NLU facility. A chart of crew activities over a typical 24-hour period (attached) confirms the impression gained from a site visit: the facility is largely empty during the workday. With start times staggered and field crews spending, at most, an hour on-site at the start and end of each shift, only twice during the day (6 a.m. and 1 p.m.) are as many as 22 of the 48 workers on-site to use the 2,059sf programmed for crew non-work activities (lunchroom, locker rooms, mudroom etc.). For much of the day, no more than 12 staff are on-site and most of them have duties that frequently take them into the field.

Operating Costs
The proposed replacement facility is sized to accommodate additional maintenance crews in the future. Attached to this staff are maps showing the distribution of current worksites (bus shelters, park & ride lots bus bases etc.) for the maintenance crews based at Lake Union. With the continued expansion of the bus shelter program, plans for new and expanded bus bases and the likelihood of more park & ride lots in the future, it is likely that more maintenance crews will be needed, but the rationale for locating them in the northwest corner of Metro’s very large service area is unclear. When transit revenues, and system growth, slowed with the local economic downturn and the loss of Motor Vehicle Excise Tax funding, plans for a new South King County bus base were setback to perhaps 2020, but they were not abandoned. Current policy directs 80% of all new bus service investments to the East and South Subareas. As new transit facilities are added well to the east and south, deadhead travel, the unproductive time it takes maintenance crews to reach the beginning and endpoints of their daily routes, would increase with a move from Lake Union to the Touchstone site at North 125th Street and Aurora Avenue North and become an ever greater annual operating cost burden. 

The low and high-end replacement facility cost estimates do not take into account the greater operating expenses that would result from moving the maintenance crews further from the facilities they maintain. For purposes of identifying the value to King County of the Touchstone proposal, the increase in 20-year operating deadhead costs must be factored-in.

Project Soft Costs

Another area where replacement facility cost estimates may overstate the actual value of the Touchstone proposal to the County is the 35% added to construction costs for project design and management and the 20% added to that total as a contingency to cover unforeseen costs. While these are standard and appropriately conservative assumptions for planning purposes, they likely overstate the final cost of such a project once it is closed-out and actual design, management and contingency expenditures are known. It is common at the end of a project such as this for the unspent portion of the appropriation to be returned to the Public Transportation Fund. As a basis for adjusting the estimated 35% design/ management and 20% contingency assumptions of the replacement facility, staff has requested actual expenditure data on several recently completed transit capital projects.

CREW RELOCATION ALTERNATIVES

Under the alternative scenario, the NLU property could be sold for cash and the maintenance crews relocated, at less than the cost of the proposed Touchstone replacement facility, to a property already owned by the County. The portion of the sale proceeds not needed to relocate the crews would be available to fund other transit capital needs. To determine the benefit of any lower-cost alternative, it must be measured against the amount of an all-cash NLU property sale rather than the $7.5M - $10.7M Transit Division estimate of the Touchstone replacement facility value. An estimate of $7.5 - $10.7 reflects assumptions about the County’s costs to build the new facility. A private developer may be able to provide that facility for less and, until it is known what Touchstone or another party would pay in cash for the NLU site, the potential savings of an alternative relocation scenario cannot be known.

The Transit Division has begun work on the Facilities Master Plan called for in a 2006 Transit Budget proviso. In the meantime, the Transit Division provided the Council with a consultant’s North Lake Union Facilities Maintenance Relocation Study (executive summary attached). The consultant looked at a number of Transit properties to determine the feasibility of relocating the entire NLU operation to one site or dispersing the crews to several sites. By avoiding the cost of acquiring a new site, two relocation alternatives, one in-whole and one dispersed, were found to cost less than the estimates for the Touchstone replacement facility. 

In-Whole Relocation
South of the intersection of Royal Brougham Way and Sixth Avenue South, the Transit Division owns a warehouse it acquired in 1999 as part of its bus base expansion plans. It is currently used for temporary storage and will ultimately be demolished “for a yet-to-be-determined use.” Considering both capital costs and 20-year operating deadhead costs, the consultant found that the Central Property alternative would cost $5.8M, an estimate which included a $119,000 reduction to reflect its deadhead cost advantage over the NLU site. By contrast, 20-year operating deadhead costs at the proposed Touchstone replacement facility would be $562,222 higher than at NLU and $681,627 higher than at the Central Properties site. 

Some of the cost estimate issues identified in the preceding discussion of the proposed Touchstone replacement facility (overstated space needs, conservative project cost estimates) would pertain to any replacement facility also. To the extent that further analysis reduces those cost estimate elements, it would reduce the $5.8M Central Properties estimate correspondingly. 

The Central Properties estimate should be further reduced by the cost of demolishing the existing warehouse. If, as the consultant’s report states, the warehouse is slated for demolition in any event, that is not a cost that would result from a decision to locate the maintenance facility there. 

Dispersed Relocation 

One dispersed relocation scenario also appears to be less costly than the proposed Touchstone replacement facility. With the shelter cleaning crews and heavy equipment operators moved to the Central Properties and the landscape crews and sign installers moved to South Facilities, the total capital & 20-year operating cost is $6.3M. Further analysis of issues discussed above could reduce the cost of this dispersed relocation alternative. 

Sunset Shops: an Additional Relocation Alternative

While the Council requested an analysis of the feasibility of moving the NLU crews to other Transit-owned properties only, there may be an opportunity at a property owned by the Parks & Recreation Division, its Sunset Maintenance Facility located in North SeaTac Park. Within its four acres the Sunset Maintenance Facility has a number of older buildings, a covered open-sided shed and a great deal of open yard area (photos attached). It appears that there is substantial capacity at the site that would be appropriate for the maintenance activities currently based at NLU. An inquiry into the Parks & Recreation Division plans would determine the potential for Transit at the Sunset Maintenance Facility, which offers a number of potential benefits.
It is well positioned relative to current and future maintenance crew work: 

· good access to the concentration of bus shelters in Seattle south of the Ship Canal

· centrally-located relative to most bus bases, transit centers, park & ride lots

· good access to limited-access highways: SR 509, SR 99N, I-5 & I-405

· like the NLU facility, it is close to a City of Seattle transfer station, so it would not require additional space on-site for waste and recycling storage as has been programmed for the proposed Touchstone replacement facility
It is unlikely to face neighborhood compatibility issues:
· surrounded by a park but topographically separated and screened by trees from park activities

· near the north end of SeaTac runways

· already an established maintenance facility

It would not consume space at Transit’s Central Property that might otherwise be later used for activities more directly related to the adjacent bus bases. The consultant’s report highlighted this opportunity cost of using the Central Property land for a maintenance facility.

Depending upon the Parks and Recreation Division’s Plans for its Sunset Maintenance Facility, it may offer a range of opportunities for the Transit Division:

· short-term co-location with Park’s maintenance crews while both agencies determine their long-term needs (in the Transit Division’s case this would include completion of its Facilities Master Plan);

· a long-term co-location agreement, or

· purchase.
To the extent that the short-term co-location option would postpone a decision on new construction, it would offer an opportunity to wait for a more favorable local construction industry climate.
Per King County Code 4.04.075, a fiscal note outlining the fiscal impact of this legislation is required and is attached.

Next Steps:  
The committee may wish to request further analysis in several areas:
· Refined cost estimates in order to better gauge the value to the County of the Touchstone proposal.

· Discussion with the Parks and Recreation Division and the Transit Division regarding the potential use of the Sunset Maintenance Facility in North SeaTac Park 
The committee may also wish to request that the Executive to obtain all-cash proposals from the RFP responders.
INVITED:
Kevin Desmond, General Manager, Transit Division
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