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Property Owner:  Bank of China, New York Branch (69.84% interest), individually and as agent
                                 for the Bank of East Asia, Limited, New York Branch (30.16% interest)
Legal Description:  Por. Lots 21, 22, 31, & 32 Riverside Interurban Tracts, Vol. 10, p.74
Acquisition Purpose:  to expand Metro’s south bus base
Type of Interest Needed:  full fee acquisition
Appraised Value:  For discussion in executive session
Assessor’s Parcel:  734060-0480
Occupant/Tenant:  none
Zoning:  Manufacturing Industrial Center/Light
Council District: 8, Joe McDermott
Funding Source: Metro Transit capital fund
Land Area: 12.461 acres/542,782 sf (2016 ALTA survey)

Project Information
The fee acquisition of this vacant, bank-owned commercial property is required for Metro Transit base expansion in the City of Tukwila.  Acquiring the property will allow Metro to relocate functions from the south base campus onto the subject property in order to expand bus parking and maintenance.  Providing such additional space will enable Metro to meet growing demands for regional bus service.

The subject property adjoins Metro’s existing south bus base at its southern boundary.  The property contains a parking garage and a 2-story warehouse/office building.  The warehouse/office building, which was built in 1977, expanded in 1992 and remodeled in 2006, is functionally obsolete and approaching the end of its useful life.  The parking garage was built in 2001.  The property has reportedly been for sale on the market for approximately three years, beginning after the then-tenant notified the landlord-owner (a Delaware limited liability company headquartered in New York) that it would not be renewing its lease of the building.  Metro toured the property in March 2016 and first expressed interest in the property in April 2016.  In late April 2016, the landlord-owner transferred the property to its lender, the Bank of China (and also the Bank of East Asia, which has a smaller ownership interest) in lieu of foreclosure.  

The property has been vacant since the end of January 2017, when the former tenant officially vacated the building.  King County began negotiating with the Bank of China through its brokers over a year ago, in late April 2016.

Property Information (source: 2016 ALTA survey):
Parcel:  12.461 acres
2 buildings:  
Garage:  67,284 sf, 603 spaces
Office/warehouse:  +/- 290,412 sf
Other Attributes/conditions:
Other parking (surface): 154 spaces
Steep slope/landslide hazard area, wooded (appx. 2.25 acres unusable – 2:1 slope)

Context

Rationale for transaction:	
South base expansion is necessary to accommodate growing demand for transit consistent with Metro’s long range vision in METRO CONNECTS 2040 and its adopting Ordinance 18449. Condemnation authority is sought as attempts to negotiate price terms have not been productive.    

Policy considerations:	
Adequate base facilities are essential to supporting the proposed METRO CONNECTS 2040 service network.  Increasing overall fleet requirements by 550-650 buses requires additional base capacity. The proposed project meets Transit’s goal of expanding its bus base capacity to serve the expanded fleet and non-revenue vehicles consistent with METRO CONNECTS 2040 and Ordinance 18449.

Political considerations:	
In preparing METRO CONNECTS 2040, Transit met with over 1,500 people at community open houses, conducted an online survey to which 9,700 people responded, and held 9 meetings with 24 community advisory group members (in addition to 15 meetings with 75 technical advisory committee participants).  METRO CONNECTS was approved by the King County Council following referral to the Regional Transit Committee.  Metro Transit is not aware of any political concerns with its acquisition of the site.

Community considerations:	
As stated in METRO CONNECTS Appendix F-1, significant increases in service are projected in south King County. Failure to timely acquire the subject property could put the Metro’s south base expansion project at risk, which could delay Transit’s implementation of planned transit service expansion in south King County.  

Nearby property owners are aware of the potential acquisition of the property by Metro, and none have expressed concern to date. Metro will use the site in a similar manner to the previous tenant, so no significant neighborhood impacts are anticipated.  The previous tenant used the site as a pharmaceutical distribution center.  They fully utilized the parking garage (approximately 603 spaces) and surface parking (approximately 154 spaces).  In addition, since the site was a distribution center, trucks routinely accessed the warehouse loading docks.  

If acquired by Transit, in the short term the area will see a decrease in vehicle traffic with the termination of the prior tenants activities and as Metro’s use of the site will involve the transfer of parking from the existing base to the new property, with no appreciable net gain.  In the medium to long term, there may be an increase in driver parking at the subject site (potentially on the order of 200 cars per day) and additional bus parking at Metro’s south base (potentially on the order of 100 buses).  

No significant impacts were identified during NEPA review of the acquisition.  The acquisition qualified as a Categorical Exclusion under NEPA in a determination on October 4, 2016.

Other considerations:	
Transit has been negotiating in good faith to acquire the property for more than a year.  The only significant issue is price.


Budget considerations:	
The project was included in the financial plan and 6-year capital improvement plan in Metro’s 2017-2018 adopted budget. The project will support operating service expansion envisioned in the METRO CONNECTS vision.

CIP/operational impacts:	
The project will support an existing Council-approved capital project.  The project will support operating service expansion envisioned in METRO CONNECTs.

Change in property use:	
No immediate change in the use of the subject property is anticipated.  However the mixed-use (office/warehouse) building is functionally obsolete and will have to be replaced.  Transit anticipates making use of the garage and interim use of the existing mixed-use building.  Transit will eventually demolish and replace the mixed-use building.  

Future new use of the subject property or different use from that which is currently permitted would potentially be subject to review and approval by the City of Tukwila, and thus subject to SEPA (and maybe NEPA) review at the time such use is proposed.  

SEPA yes/no:	
No.  The purchase or acquisition of any right to real property is categorically exempt from SEPA under WAC 197-11-800(5)(a).  Any future redevelopment of the property would potentially be subject to SEPA and other review processes at such time as a specific proposal is put forward.

KC Strategic Plan impact:	
The acquisition of this property furthers the King County Strategic Plan’s Mobility Goal and the Transportation Choices goal of the Strategic Climate Action Plan by supporting increased transit service that is responsive to population and economic growth, demographic changes, and furthering access to transit within an evolving transportation system.

Equity/Social Justice (ESJ) impact:	
As noted above, METRO CONNECTS envisions significant increases in transit service throughout King County.  With one million more people and 850,000 more jobs expected in the central Puget Sound region by 2040, enhanced transit will benefit multiple user groups including commuters, residents, commercial users, and those groups identified in Executive Order 128989 on Environmental Justice, seniors, people with disabilities, those located in highly impacted communities, and/or areas experiencing high levels of unemployment or chronic underemployment.

The envisioned future Metro transit system will support travelers from all areas of the county at all times of day. Additional base capacity is critical to supporting system growth. Southwest King County (defined generally as the area encompassing Tukwila, Burien, Vashon Island, Normandy Park, SeaTac, Des Moines, Kent, Auburn, Federal Way, and Algona/Pacific/Milton) is estimated to benefit from the highest growth in ridership overall with the implementation of Metro Connects. By 2040, ridership in southwest King County is projected to increase by 170% during peak period and 200% daily (p. 54 Metro Connects Network Performance Report).  Specifically, in southwest King County:
· 77 percent of the low income population is expected to be within ½ mile of frequent service and 95 percent within ½ mile of any service, up from 47 percent and 75 percent respectively in 2015
· 74 percent of the minority population is expected to be within ½ mile of frequent transit and 92 percent of the minority population within ½ mile of any service, as compared to 40 percent and 69 percent respectively in 2015
· 70 percent of the population with disabilities is expected to be within ½ mile of frequent transit service and 91 percent within ½ mile of any service compared with 38 percent and 66 percent respectively in 2015
· 72% of the population over 65 will be within ½ mile of frequent service and 93 percent of the population over 65 will be within ½ mile of any service in 2040 compared with 35 percent and 69 percent respectively in 2015

Buses that originate from Metro’s south base serve a large area of the county, but they primarily provide service within southwest King County and from southwest King County locations to Bellevue and downtown Seattle (see diagram on next page).  Many of the primary service areas for Metro’s South base also represent those with the highest consolidated ESJ score (see map on page following bus routes), indicating that south base routes currently provide considerable access to Transit service for many low-income, minority, and English as a second language populations. While Metro has yet to perform all the detailed planning to determine what future routes will operate out of south base and while demographics in King County could change, it is likely that a good proportion of the future METRO CCONNECTS service expansion that is based at south base will continue to serve southwest King County and the City of Seattle, thereby providing transit access to many historically disadvantage populations.  If future bus service expansion results in less car traffic in the areas served, then residents in southwest King County could benefit from less traffic congestion and better air quality.  Failure to timely acquire the subject property could put Metro’s south base expansion project at risk, which could delay Transit’s implementation of planned transit service expansion in south King County or make expansion in the area more costly to implement and less reliable.

As noted above, the immediate vicinity of the site is zoned Manufacturing Industrial Center/Light.  Census tracts around south base are in the highest range of consolidated ESJ score.  Therefore, neighborhood impacts would likely affect ESJ populations.  As noted above, the use of the site is not anticipated to change significantly in the near term, and in fact traffic should be less than experienced under the former tenant.  Therefore, negative traffic impacts in the area are not anticipated.  
[image: ]

[image: ]



Appraisal Process  
Date of valuation:	November 11, 2016; supplement November 21, 2016.  (Currently preparing to update appraisal)
Appraised by:	RE*SOLVE PLLC (Anthony Gibbons, MAI, CRE).
Appraisal factors:	Full fee value. 
Comps analysis:	Direct sale comparison was based on the value indicated by recent sales of sites with similar potential uses in the market area.   
Estimated FMV:	For discussion in executive session
Appraisal Summary:	Data was analyzed using the sales comparison approach to develop land value conclusions for the subject property.  

Vicinity View Map
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Parcel Map



Owner Contact Summary (Bank of China)
Metro Transit and its consultant have had numerous contacts with the property owner and its representatives as described below.  Metro has provided the property owner with copies of its appraisals that were reviewed and concurred on by the Federal Transit Administration.  Metro also provided the property owner with a proposed purchase and sale agreement.
The property owner’s primary objection is price.  Having obtained title to the property in lieu of foreclosure, it has expressed an interest in selling the property for a price equal to at least the value of the outstanding loan.  The property owner communicated its “opinion of value and asking price” in early January in its response to Metro’s offer. That asking price is consistent with the outstanding loan amount and the in-house appraisal done by the owner’s broker-representative. However, the owner’s asking price is significantly higher than the fair market value determined by Metro’s two independent, highly experienced appraisers.  After multiple discussions, Metro and the property owner have not come to an agreement on the price of the property.  
While Metro and its consultant have had scores of communications with the property owner or its representatives, the following include some of the major contacts:

· April 21, 2016 – letter sent to the property owner by Metro, expressing interest in the property. 
· July 12, 2016 – Property owner disclosed certain documents pertaining to the property.
· July 26, 2016 – Onsite appraisal inspection (with owner’s representative) and feasibility site walk conducted.
· Early October 2016 – Owner’s representative provided access for phase 1 environmental assessment, groundwater testing and ALTA survey; owner’s representatives provided past surveys.
· October 27, 2016 – Second onsite appraisal inspection conducted (with owner’s representative).
· October 28, 2016 – Conference call held with Metro’s appraiser, owner’s representatives and Metro/Metro’s consultant about appraisal.
· November 2, 2016 – Metro provided timeline and description of acquisition process in response to request by owner’s representatives.
· November 15, 2016 – Metro formally requested documents.
· December 6, 2016 – FTA concurred with Metro’s appraisals.
· December 6, 2016 – Metro made formal written offer to owner.
· January 6, 2017 – Owner responded to Metro’s offer, disputing value and encouraging continued negotiation.
· January 11, 2017 – Metro provided copies of its appraisals to owner.
· January 12, 2017 – Owner’s representatives provided Metro with a copy of its in-house appraisal, dated December 8, 2016.
· January 24, 2017 – Metro responded in writing to owner’s response to Metro’s offer, discussing issues raised.
· March 13, 2017 – Meeting held with both parties’ broker-representatives to discuss property/value.
· March 15, 2017 – Metro’s consultant responded, in writing, to issues raised in March 13, 2017 meeting.
· March 16, 2017 – Owner’s representatives responded, in writing, to Metro.
· Late March, 2017 – Owner’s representatives notified Metro’s consultant that owner will obtain an independent appraisal (or “opinion of value”).
· April– June 21, 2017 – On several occasions, owner’s representatives told Metro that appraisal was forthcoming, as they continued to market the property.  The appraisal was produced on June 21, 2017. 
· July 17, 2017 – Most recent negotiation session between parties with no conclusion.
   
To date, Metro and the property owner have not reached agreement on the price of the property.  The property owner recently produced an independent appraisal, but the parties continue to be far apart on price.  For its part, Metro intends to continue good faith negotiations with the property owner and to use condemnation only as a last resort if an agreement cannot be reached within a reasonable time. 
The reason that Transit is seeking eminent domain authority now rather than later is because little or no progress has been made toward reaching agreement on the property purchase  during the last 8 1/2 months, even as the parties engaged in nearly weekly communications.  During this time, the property owner continued to actively market the property to others.    Metro needs to move forward with its base expansion plans for south base to accommodate service increases in 2018 and beyond, and it cannot do that without first acquiring the property.  
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